Mini-Negotiation Case
Renting an Apartment
Renter’s Situation
You have just moved to Salt Lake City, and are in need of an apartment.  You want it to be close to the University of Utah, but also would like it to be fairly nice.  You have been shown several apartments in the area, but each seems to have a drawback.  Some are too old; others too small, and some are on a busy street.  None of these things are really to your liking, but were the price right, you probably could live with any one of these problems.

Yesterday you found what appears to be the perfect place, The Uppin Arms Apartments.  The available unit is a two bedroom, 980 square foot apartment on the 5th floor of a 12 story apartment building.  It is near the “U”, was built in 1998, and is on a quiet side street.  It is a little larger than you actually need, but you would really like the second bedroom for an office.  The kitchen is new and the condition is excellent.

One of the drawbacks is the price.  The landlord has advertised the unit for $1,400 a month.  You have heard from others in the building that this is negotiable, since the landlord is also the owner.  You had hoped to pay only $800.00 a month, but you think that if you were careful that you could probably spend up to $1,100 a month on the apartment.  This would cause you to really be careful in other things, but for the right place you would do it.  However, every PENNY you spend on rent is money you don’t have for other things that are important to you.  Therefore, you need to get the apartment at the LOWEST POSSIBLE PRICE.

Mini-Negotiation Case
Renting an Apartment
Landlord’s Situation
You are the owner and manager of the Uppin Arms Apartments, a 12 story apartment complex that is located near the University of Utah.   You are generally doing pretty well with your apartments, but it is always a struggle.  You borrowed most of the money to build the apartment house, and you have to have an occupancy rate of 85% to make debt service.  Over the last five years, that hasn’t been a problem, but the recent fall in interest rates has a lot of people now buying houses who used to rent.  You understand that interest rates may be climbing in the future, but that doesn’t help you pay the debt service now.  

You have an apartment for rent on the 5th floor.  It is a nice place and you have had good renters in it.  But, it has now been vacant for the last 4 months.  You have 3 other renters moving out next month, and if you don’t rent the place, you will fall below your 85% occupancy rate, and will be paying your mortgage out of your own pocket.  You can’t do that for long, or you will be in trouble.

You are asking $1,400 for the place, but in the current situation, you would be able to settle for $1,000.  However, you can’t really go below $1,000 because that is the amount you need just to cover debt service, insurance and taxes on the apartment.  What’s the point of renting a place at a rate at which you will lose money?
You have a potential renter coming in a few minutes who has expressed an interest in renting the apartment.  This person knows one of your current tenants and you found out that the potential renter is going to try to get the price of the rent down.  As indicated, you know your absolute bottom price.  However, you need to make as much money as possible on this unit.  With the other renters leaving, and nobody currently waiting to move in, you need as much profit as possible to cover the debt service.

Rental Contract
Between

___________________________________, 

Representing Uppin Arms Apartments and

________________________________ 

Renter.

We agree on a monthly rent of ____________________________

