
Partially Tenanted Cairns Case Study- Masterclass  
Welcome to your Masterclass series. This Masterclass we are focusing on evaluating a 
partially tenanted freehold retail property in Carins QLD.


Partially Tenanted Properties are Opportunities: 

Partially tenanted properties offer an opportunity to buy at a discounted price, and create 
a higher yielding property … either to keep for cash-flow for yourself, or to sell when fully 
tenanted at about the same yield as you purchased.


 
13 Spence Street, Cairns- QLD 

Freehold building in the CBD of Cairns City  
For sale at $1,550,000 by Private Treaty; 

2 level building

Partially tenanted - 3 tenancies in total

All 3 tenants have separate electricity, bathrooms and air conditioning 

Strata titled into 3 lots, to offer investors flexibility for the future 

Lettable areas 401 sqm

Land area 222 sqm

Unimproved land value $350,000

Ground Floor shops and upstairs offices

No allocated car parks




Retail Shop 1 - 110 sqm 
Tenant - Jeweller

Lease 2 years plus 2 yr option stated December 2017

Rental Review: 3% fixed annual increases and a market review at option 

Rent $50K including GST - so Gross rent ex. GST would be $45,454

Security Bond: $9,166.67 including GST 


Retail Shop 2 - 100s qm 
Vacant

Asking Rental: $45,000 gross per annum including GST 

So potential Gross ex GST would be $40,909


Upstairs Office 3 - 191 sqm 
Tenant- Accountancy

Lease: 3 by 3 years Started May 2012 

Lease Option Expiry: 30/04/18 

Current Rental: $33,350 per annum including GST 

Gross rent ex GST $30,318

Security Bond: $6,250 including GST 




Total Property Outgoings: 
Council rates $10,928 per annum

Building insurance: $9,456 per annum

Repairs & maintenance $3,000 per annum

Total outgoings: $23,384


Total Current Gross Rent: $45,454 + $30,318 = $75,772


Total Potential Gross Rent:  $45,454 + $30,318 +  $40,909 = $116,681

Gross yield on potential fully rented: 7.5% 

Total Current Net Rent: $75,772 - $23,384 = $52,388

Yield on current rent is 3.37%


Total Potential Net Rent: $116,681 - $23,384 = $93,297 
Yield on potential Net rent is 6% 

Good Points & Strengths 
• One tenant has been in business for over 10 years = highly like that there’s 

stability in the tenant & business

• Well located in CBD- with strong surrounding  business buildings and foot traffic 

(This property neighbours’ the iconic Boland Centre, Orchid Plaza, DFS Galleria and the 
Reef Hotel Casino which are some of the most popular tourist retail buildings in Cairns 
CBD )


• Sits within the state government tourist development site- so government 
supporting infrastructure enhancements that will attract more tourism


• Building in excellent condition - nothing to do- no additional costs  for 
refurbishing etc.


• Chance to negotiate price further down as it’s already been reduced.


Weak Points / Concerns 
No allocated car parks (but metered car parking available on street) 

Need to research market rent rates, to see if those rents can be maintained.

Potential yield of 6% seems a bit low, compared to other options


Comparison with other properties on the market 
Net yields at 7.4%

Gross yield at 7.5% 

Further down the street (away for the CBD) 12.5% gross yield 




 





 



Opportunity Assessment  
Excellent opportunity if tenants are staying on and you  can re-tenant in about 6 to 
12 months- factor in those costs and also the costs of “rent free” periods for a new 
tenant.

3 strata titles, so you can sell off 1, 2 or all 3 down the track when there’s been 
some capital growth and 3% rental increases have taken effect.


Price has been reduced- so question whether this depicts current market values as 
lower than expected??


See if you can Negotiate price down to closer to 7.5% net yield and include 
reasons why… 

• market rent rates??

• no allocated car parks for tenants or visitors- compared to other properties. 

• Other property prices, returns and yields 
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