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Llesson 11 Part d
Market Rent reviews

Calculating & Applying Market Rent Reviews
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Market Rent Reviews Occur to....

Make sure the rent you are charging, remains consistent with the rental rate in
the current market
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Market Rent Reviews — Terminology

Open Market Rental Value FFimigfEESMNE
Commercial Yearly Rent i FFBE
Current Rack Rent HaISZifEE

Market Rent iizfH&E

Full Rack Rental Value £ 52ifHE(E
Yearly Rent FEEFRE

Full Yearly Market Rental £ mizfEE
Current Market Rental Value HaimiizfHE(E
Current Letting Value ZgitHfR{E
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Market Rent Reviews

» MIAFAEIEZEE Calculates and shows what the rental rate of the

property would be.... if the property was leased on the open market
WY AT BT 3 E AR, TR ISR A R 4 2

» Ratfeis based on a survey and research of comparable properties in
the area
<5 30 TR 1% 0 DX AT B R T 5T

» s based on objective evidence, not subjective
PO 2T 2O0uEdE, A2 E W

» Forgetting areview can lose you a lot of income.
SIC TR R Re =B IR R BIR ZURON

» Reviews don't always result in a raise
TIPS U4 FTk
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Market Rent Reviews

A rent review is a market review of the rent that is currently being paid by other similar
premises/businesses in the same areaq.

A< 1 B e AR R [ — i DX A S ABAI7 B/ 4o lb =4 B ST AL EAT B T 371

A rent review occurs per the lease, so can be every year, 2 years or 3 or 5 years. Or only at
opftions.

B2 AT A R, REER R A DL R, 2 FEl 3 FE 5 . BUAE S AT R
You need to refer to the lease 1o see when it is due.
18T B2 A& F i 218 .

If your lease does not have options, then you will need to write to your client at the end of
their lease term to offer them a new lease, and that will include a market rent review.

RSS2 AT B2, A T AR ZSR N SE A, BRIy, s
[RZE A

Usually rent reviews occur when an option is exercised or just prior o if.

AH <5 1 438 5 AR AE BRI B SR
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Who can initiate Rent Reviews

» You (the landlord). & ( B )
Usually the tenant as well. FEPERE tRTLA

Optional Reviews let you avoid a decrease. LerBAT AR R LSRRI
NRZD

» Ratchet Clause =rent can rise, not fall, unlawful for Retail. ErREgSERK = FH
EaILA LK , (BRI , XN TFEERREIEER

» In NSW Retail tenants can always initiate reviews... {TEFEaREI/RTMN , 2

PR B TR

They must request review between 3 & 6 months before an option exercise
date. AT TAZRAE S HIHAT 3 & 6 N H ERIFE .

Option date extends until review complete S H #1 2 K 21858 5¢ ik
Tenant has another 21 days to decide on option.
MR 21 RIFIIS A SRR E 215 254 .
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How to perform Rent Reviews

Either do it yourself... or ... or pay an agent/valuer.

BAZEACREE , EAIEEE/MinmHTEE
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Market Rent Reviews

» Find Local properties like yours

B SIS Stk

» Geft their sg mrental rate
el /11111 II\\\\\\

THE CREPERIE

» Compare fo the sq mrate for g = )
your property h ' . .‘ ] s SR

SEETE IR IHTLR

TAKE AWAY
SQVOUIy Pancak“

CREPES
&
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Market Rent Reviews

>

It is the usual practice for a rent review to research and list out 3-4 similar
premises and record what the current rent is being charged - Calculate this on
the Price per square meter of property

AH <5 1 B ()38 A2 TR A 3-4 AR SRR T e s H 2 pn s AL 4 - TR
Vg Qb N: i

Then Calculate your new market rent rate by using the square meter rate
multiplied by the square meter of your property.

SR J5 R J5 K 5% B 3 DL L 9P D5 KB T SV KB T s i

Once you have written up the letter for rent review then you need to follow the
steps below in communicating with your tenant:

Sira ARG, BB LU PER S VA
Email or post the lefter to your tenant
A o L B A B A A s B AL
O ‘KOR/\,

Give your tenants an option to start a new lease or exercise their option af, R
either 1, 2 or 3 or 5 years. g! ; 75

IR R e AE 1 AF L 2 4F, 3 fFEL 5 I T 458 AL £ BOR AL LIS T 458 R 24 ¢
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Market Rent Reviews

Make sure In your rent review letter you give your fenant a
date to respond to your letter and follow up with your tenant
about a week before the deadline is due.

PORTESS A 2 o rh e i A7 R E e i H, R e
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Once your tenant has decided which option they will
choose then you will need to get a lease drawn up.

— HIERAL T PeE VAR i, IR A S R B A A2
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Researching Other Properties

Find your Comparison Properties: $¢ZaJEb¥adk :

>

By looking online, or...Asking Real-estate Agents @I LIS =180 Bir=s
g

The Lease may specify the nature of comparable properties & their leases 2

29T LA BART LA A9 RRE ELFR 29
Building similar style & age fE{LUXSFIE(D BV 74
Similar Location fB{LtERR

Accurate space calculations ¥&HaRZSE[iTE

Consider common areqs & [E/ X1
Similar uses of the property U EI&ERI4D
Factor in incentives EEIEZ=

Account for expenses 2t FH15iEH
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Market Rent Review Calculations

Portal Office Park Case Study - Net Rent Per Square Meter
IRDAEIXIARES - SEHRKFHEHE
» Net Rent $71,822 per year
FEFHE $ 71,822
» Area =221 sgm
HTR = 2213 52K
» So Net Rent per Square Meter = Net Rent / Area in Square Meters
FYKEHEE = 1FEE/ER (FK)

» $71,822 / 221sgm
= $325 /sgm

$ 71,822/ 221°FJ5K = $ 325/°FJi K
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Market Rent Review Calculations

Portal Office Park Case Study
[ IR X 5T EE G

>

The next step would be to compare another 3 to 4 properties in the
same building or close by - that are similar and..

N LR A S e I @ S i 55 4t 3 21 4 AbWll — SX R 2 AL IF

Find out from agents or the landlords what the current annual Net rent
Is and the total square meters of each premise

MARER B 55 A0 H. 1 i 24 A B SR AR Al < e 22 /0 DLUSCRERE S I I L THT AR

Calculate their Net Rent per Square Meter and calculate t he average
- to arrive at your Market Rate per square meter SNIKOR,

LN 4 PR R A P I — S T KR A s
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Market Rent Review next steps

» Aim s fo find a rent that fairly reflects the market
H B2 T B RES 21 BT 37 B AH <8

» Not too high, not too low.
A KE, WA,

» Next, send written review to tenant
R, KA TR e TR Ak 45 A

» Lease should limit tenant’s response time
A2 v . R 5 A R e Bz B[]

» |f fenant rejects review... then start NEGOTIATIONS
MR IR AT RA
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When you cannot reach agreement

it will cost both you & the tenant. SFIFEF &S LR
Independent valuer conducts a review BURTFH D TRUEER
Valuer is guided by lease BN ITLAFEAIEE:

Written submissions to valuer AN TESBmEm=L

Valuer's decision is binding {&N TR REE B 25/

With some leases, each tenant appoints own valuer... fET—LfH2y% , 8
F&1gEE cCANEMNm

And a 3rd valuer arbitrates. B =GP T{hE;
Cost of valuers shared equally {5 HEVZE BB E2198E0Y

A
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Negoftiation example

Existing rent: $71,822 IEMHEE : $71,822

Landlord’s market review — new rent $79,500 [BLRn

/79,500

» Tenant referred to valuer 8P E{&H1HE18]
» Tenant asked for $68,000 fEFERFBE /9 $ 68,000

TR - FEE $

Valuer determined fair value was $74,300 {5 TFEERIATINMES $

/74,300

Negotiations resumed 4r4ERF

Agreed on prior rent + incentives EEZBIRITEE +HEFIFETHE




