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Lesson 11 Part C
Rent Increases

Applying Rent increases
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Applying Rent Increases

» Forrental increase each year, it is at the anniversary of the date of the lease.
RN AZAER 2925 € 1 H 3 kA 4

» Each lease varies depending on the date the lease was drawn up so please refer to your
lease for the exact date and make a note of it in your diary
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» Write to your tenant about it 30 days before the rental increase
TEFL 4 FERET 30 KBB4 1R AL

» If your fenant is on an existing lease, the rental review will be stated in the lease and it can
be anything from CPI, 3% to 5% increase per year.

IR A AL, M BREML U], TRLENCPIAE, K 3% 3 5%.

» You mulfiply the percentage by the current rent, which will give you an amount o be
added to the current rent to make the new rent ONIKORy,
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Applying Rent Increases - Fixed each year

Example: 3% increase each year with a current rent of $50K
Bl ZAETEEN 5 T, BFEEK 3%
» $50,000 (Current rent) x 0.03 (3%) = $1500 (rental increase)
$ 50,000 (HEiA4) x0.03 (3%) =$ 1500 (&K
» $50,000 + $1500 = $51,500 (new rent)
$ 50,000 + $ 1500 = $ 51,500 CHrl4)

» $51,500 / 12 (months) = $4,291.67 plus GST (new monthly rent for the
tenant)

$51,500 /12 (H) =$4,291.67m EyE AL CGRH 5 H 1D
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Case Study - 4% Fixed each year

Portal Office Park Case
Study Fixed 4%

increases each year Property 1
IRDAREXAREE Tenant Majic App
FiB KB ETI4% Permitted Use Commercial Office
Asking Price
Lease Term 4 years ccommencing 6/10/2018
Years Left on lease 3 years 11 months
Options 4 years
Notice to Exercise Option not more than 6 months nor less than 3 months
Outgoings
Paid by tenant N/A except services that are separately metred

Admin Funds - $9,754.77
Sinking Funds - $3,613.12

Paid by Landlord Insurance Levy - $1000.12

Rent free period- 4 months from 6 Oct 2018 to 5 Feb

Rent Incentive 2019
Rent $86,190.00 PA excluding GST

Increase L. F4F4% _> 4% annually

Gross rent - $86,190.00 PA excluding GST
Outgoings - $14368.01
Net rent Net rent - $71,821.99 PA excluding GST

Cala mwiaa k.
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Case Study - 4% Fixed each year

Portal Office Park Case Study Fixed 4% increases each year

IR AEXFTRRERE], FFEEEEK 4%

Net Rent x 4% increase = New rent in year 2 etc

FHE x 4% KER= 8 2 FHFHHE

» Net Rent $71,822 per year
BFEFE $ 71,822

» Year?2oflease: $71,822x 1.04 = $74,694
A 249: $71,822 x1.04=9$74,694

» Year3oflease: $74,694 x 1.04 =$77,682
FHGEZH 34F: $74,694 x1.04=$77,682

» Year 4 of lease: $77,682 x 1.04 = $80,789
G 44F: $77,682 x1.04=$80,789

» Year 5 Market Review... then 4% increases each year after that for the remaining 3 years
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Applying Rent Increases — CP|

If your rental increase is by CPIl then you will have the find out how much the CPIlis and mulfiply
that, by the current rent to get the new rent due

MRS K% CPLFER, ABFTFEEME CPl 22/, R AHTHE, B2 THE
Usually the lease document will stipulate which CPlis to be used.
MR A a2 B E s RS CPL

The CPIl for each commercial property will be specified in the lease in the definitions section.
Please check to make sure which one you need to use

7 SCHER oy BALZ) LA E AL e FH YL CPL. 5 e 2 DA DR 18 =5 2248 A IR~ CP

The Australian Bureau of Statistics (ABS) puts out different CPls for different cities and also for
different industries.

WRHMNEGE TR (ABS) EFXS AN FI T AAS AT ML 2 1 AR CPIL

If the lease specifies that the Sydney CPl is to be used, then you need to use the Sydney CPI
column

WA 2P AR B CPI, TP RIS CPI —4




1 ALL GROUPS CPI, Index numbers(a)

Weighted
average of
HHCPI. 5% eight
capital
Period Sydney  Melboumne Brisbane Adelaide Perth Hobart Darwin Canberra cities
2012-13 102.6 102.2 102.0 102.1 102.2 101.2 103.1 101.9 102.3
2013-14 105.2 105.0 104.9 104.7 105.3 103.7 106.9 104.2 105.0
2014-15 107.3 106.5 106.8 106.3 107.2 104.9 108.4 105.3 106.8
2015-16 108.9 108.2 108.5 107.2 108.2 106.3 108.5 106.1 108.3
2012
June 100.5 100.4 100.5 100.2 100.5 99.9 100.7 100.3 100.4
September 102.2 101.6 101.6 101.7 101.6 100.6 102.0 101.4 101.8
December 102.3 102.0 101.9 102.1 101.9 101.0 102.0 101.8 102.0
2013
March 102.7 102.4 102.0 102.1 102.4 101.3 103.7 101.9 102.4
June 103.1 102.6 102.5 102.3 103.0 101.7 104.6 102.5 102.8
September 104.3 104.0 103.8 103.7 104.2 102.6 105.5 103.1 104.0
December 105.0 104.8 104.6 104.4 104.9 103.6 106.5 104.1 104.8
2014
March 105.6 105.3 105.2 105.1 105.6 104.1 107.4 104.6 105.4
June 106.0 105.9 105.8 105.5 106.4 104.5 108.1 104.8 105.9
September 106.6 106.1 106.5 105.9 106.9 104.6 108.3 105.2 106.4
December 106.8 106.3 106.7 106.2 107.0 104.7 108.5 105.3 106.6
2015
March 107.3 106.4 106.7 106.3 107.1 105.0 108.3 105.2 106.8
June \108.37  107.1 107.4 106.8 107.7 105.1 108.3 105.6 107.5
September 108.6 107.6 108.1 107.1 108.1 105.7 108.7 105.8 108.0
December 108.9 108.3 108.5 107.3 108.6 106.6 109.0 106.0 108.4
2016
March 108.7 108.2 108.5 107.0 107.9 106.4 108.0 106.2 108.2

June 108.6 109.0 107.5 108.2 106.4 108.3 106.4 108.6

(a) Unless otherwise specified, reference period of each index: 2011-12 = 100.0.
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Applying Rent Increases — CP|

The rental increase for your tenant is calculated yearly so using the CP!
Equation, you are comparing the CPl from the quarter that has just
finished (for this example — June 2016) to the same quarter last year

(June 2015) to get the change in CPI.

A A BB R, A CPL A, ] LUK IR SR A2 CARH
F1-2016 5 6 H) SRFR—FE (2015 F 6 H) CPl BEAT LR, PASRAFCPI AR

.
You do that by dividing this year's CPI (109.3) by last year's CPI (108.3).
PRe] URA4ER CPI(109.3) BRPLZEEER) CPI (108.3),




XFfHE Lk — CPI

Applying Rent Increases — CP|

Applying the Equation NMEBGTE :
» A=Bx(C/D)

» Adjusted Rent = Current Rent x (CPI [quarter just gone] /CPI [same
quarter last year])

EE 5 M4 = AT x (CPI [NIRIE 25 2] /CPI [ A4 [Fl—Z=E])
For Example 40 :
» Adjusted Rent = $50, 000 x (109.3/108.3)
W EM4 = $ 50, 000 x (109.3/108.3)
» Adjusted Rent = $50,461.68
WHEEM4 = $ 50,461.68
» So the new adjusted rent for the next yearis $50,461.68
KL, N R R 5 A 409 $50,461.68




> Use ABS site: http://www.abs.gov.au/ausstats/abs@.nsf/mf/6401.0

{ERABSKuL : http://www.abs.gov.au/ausstats/abs@.nsf/mif/6401.0

» Click on Capital Cities Comparison
RGERMER
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http://www.abs.gov.au/ausstats/abs@.nsf/mf/6401.0
http://www.abs.gov.au/ausstats/abs@.nsf/mf/6401.0

» Scroll down the webpage -you will see the following table which lists all the CPl changes
for each capital city.

Al R - BORE B R, R A TR 2T A CPI AR .

» You can just take the CPI figures from last column of the table titled “Dec Qtr 2017 to Dec
Qtr 2018 and multiply that by your current rent to work out the new rent.

AR TR R &G —Fbsdly “2017 12 HZREE 2018 4 12 HZE” 1) CPI ¥ A& 2 i)

All Groups CPI, All groups index numbers and percentage changes

Index number(a) Percentage change
Dec Qtr 2018 Sep Qtr 2018 to Dec Qtr 2018 2017 £ 12 AZEZE 2018 4F 12 AZEE
Sydney 115.2 0.4 1.7
Melbourne 114.6 0.5 2.0
Brisbane 114.0 0.5 1.5
Adelaide 113.0 0.5 1.6
Perth 111.3 0.5 1.3
Hobart 113.6 1.2 ﬂ 3.0
Darwin 111.0 0.2 1.2
Canberra 113.1 o7 Choose Your State 2.5
Weighted average of eight capital cities 1141 0.5 1.8
(a) Index reference period: 2011-12 = 100.0.
1B R T (1

SYDNEY (+0.4%)

The main contributors to the rise in Sydney this quarter are tobacco (+9.5), domestic holiday travel and accommodation (+5.5%),

fruit (+5.0%) and new dwelling purchase by owner-occupiers (+0.8%). The rise is partially offset by falls in automotive fuel (-3.8%)
and telecommunications equipment and services (-1.5%). Sydney had the largest fall in automotive fuel of all the capital cities for
the quarter.

MELBOURNE (+0.5%)

The main contributors to the rise in Melbourne this quarter are tobacco (+9.2%), domestic holiday travel and accommodation
(+7.5%) and fruit (+4.7%). The rise is partially offset by falls in automotive fuel (-2.3%), wine (-2.7%), and gas and other household



