Who’s looking
after the landlord?

The Federal Government has introduced a
six month moratorium on residential and
commercial evictions.

The hard fact is that landlords will lose income through any
form of rental reduction putting them into even more hardship
than they may already be suffering right now.

While that may be good news to tenants, what does it mean
for you as a landlord?

If you find yourself caught in the moral dilemma of supporting
your fellow Australians who have just lost their jobs due to
recent unforeseen unemployment conditions AND trying to
maintain your own financial security, then here are some things
you should know.

There is still no clear message as to whether there will be a
tenant relief package or what it may include.
Could this be a suggestion that landlords ‘take a hit’ to help out
ordinary Australians?
We must remember that most landlords are ‘ordinary
Australians’ - not tycoons lording over multi-million-dollar
complexes.
It’s extremely pleasing that tenants are being protected and
assisted in this unsteady time, however as your financial
specialist, I want to make sure that landlords are also protected,
assisted and understand the options available before
considering or negotiating a rental reduction for a tenant.

Your obligation as a landlord
1. To your tenant
Australian common law dictates that landlords have a duty to
guarantee the safety of rented property and its contents. Of
utmost importance is that no injury or damage is caused to the
tenants, neighbours or public as a direct result of the landlord
neglecting his/her responsibilities¹.
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Landlord responsibilities include:
• Providing safe accommodation for your tenant

Mortgage payments
We have heard the terms:

• Maintaining the property structure, exterior and
utility provisions

- deferred repayment (this is the most common lenders are
using at present)

• Attending to and treating any potential health threatening
issues related to the property

- mortgage freeze

• Anything else that is stipulated in the tenancy
agreement
As they are all different, we recommend you check your
state or territory government department for any specific
requirements you must adhere to as a landlord.

2. To your lender
No one enters into an investment decision lightly, be it a
residential or commercial investment.
When you originally applied for an investment loan the
financial institution would have considered all risks at the time
in regards to:
- your capacity to service the loan plus any on-costs (strata
fees, building maintenance etc)
- any interest rate hikes (they typically use a buffer of 2.5%)
- vacancy periods (up to 30%)
- occupancy by a reliable tenant, AND

- mortgage payment holiday
- repayment pause
- repayment relief
While you may fulfil the criteria to ‘put your mortgage
payments on hold’, you still have the responsibility of repaying
these interest payments at some later point in time.
Most options for deferring repayments include:
- between three to six months where you are not required
to make repayments (principal and interest)
- interest continuing to be added to your loan amount each
month, compounding over time
- you agreeing to pay back the interest at a later time by
either:
• accelerated (increased) payments after the freeze 		
period finishes, or
• an extension of your loan term.

- you having stable employment.

• Note: This varies from lender to lender

Lenders consider that with any of the above circumstances you
will be able to financially manage the situation.

So you don’t get out of paying your interest – you get to pay it
later plus some more.

Now without having a crystal ball, the only thing that’s
reasonably certain in our current environment is interest rates
will remain low for the immediate future.

MOST IMPORTANTLY, any freeze deferment of repayments
will ultimately cost you more in the long term due to the
compounded interest and the additional time frame extended
to repay. So know your numbers before choosing this option.

Before we talk about your tenant,
you would have already heard
that most Australian lenders have made a
commitment to help mortgage holders – including
investors – in these extraordinary times in the event
of hardship.

Any payment you are able to make towards your loan during
this time will reduce the ultimate cost to you.
Note:
CBA announced they will cover any compounding interest and
only charge the interest that would ordinarily be charged. ‘We
will offset interest on interest costs for the 6 month period. This
will be done by a one-off payment.’ – CBA website
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No doubt other lenders will now follow their lead.

We are still waiting to hear how landlords will be protected.

With that taken into consideration, we suggest you look at your
tenant’s obligation to you in a similar manner.

Residential tenancies

A tenant’s obligations to their landlord
It’s pretty simple:
1. pay the rent in full AND on time as agreed in the rental
agreement, and
2. maintain the property to the same standard as when they 		
took possession (with the exception of normal wear and 		
tear).
Currently as a landlord, you may have tenants living in your
property who are under enormous financial strain and
hardship.

So, what do you do if your tenant can’t meet their
obligations to you?
For the purposes of this article we are going to assume they
will look after and maintain your property.

Moratorium on evictions
As of Sunday 30 March, the Federal Government announced
there will be a six month moratorium (a freeze) on a landlord’s
ability to evict a tenant for both commercial and residential
tenancies to be implemented by the states and territories.
Commercial tenancies
There will be temporary moratoriums on evictions if rent isn’t
paid by commercial tenants who have experienced ‘severe
rental distress’ due to coronavirus.
The government is suggesting:
- landlords should reduce or waive rental payments for a set 		
period
- allowing tenants early termination of their lease, or
- they seek mediation in the event of non-agreement on 		
grounds of ’financial distress’.

Landlords and tenants who have not been badly
impacted by the coronavirus are to honour their
rental agreements

At the time of writing, this matter has not yet been worked
through.
Residential tenants who have not been badly impacted by the
coronavirus are to honour their rental agreements

What can you do if your tenant cannot meet
their rental obligations due to coronavirus?
The first step is to gain a full understanding of the tenant’s
situation.
Have your tenant complete a new application form, as they did
with their original tenancy application, specific to their current
situation so you can make an informed decision.

Here are some questions your property manager should be
asking of your tenant:
• Have you or your housemate/partner lost employment as a
result of COVID-19?
• Can you (both) provide written evidence of the change in
employment?
• What holiday pay, long service leave and redundancy 		
payments are (each of ) you entitled to?
• When do these payments commence?
• How long do you anticipate being unemployed?
• Are you likely to be re-employed by your last employer or 		
will you need to find alternate employment?
• Will you be receiving JobSeeker payments?
• JobSeeker - Have you applied yet?
• What payments are you likely to be making towards your 		
rental obligations until you are re-employed?
Inform your tenant of any changes to issues such as
maintenance and routine inspections due to the social
isolation rules and limitations to businesses that are not
considered essential services.
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Revise any documentation accordingly.

Make sure you:
Confirm everything in writing
• Have all information verified, notarised where possible and 		
on file.
• Keep file notes and records from initial contact and 		
discussions.

The conditions of your policy will determine the actions
you need to take.
There are typically two types of claims in your landlord
insurance policy:
1. Tenant hardship
2. Tenant default
Please remember, all policies are different.

• Keep all email exchanges and agreements.

Generally speaking under tenant hardship you may claim up to
a maximum of four to six weeks rent only.

Please keep in mind that any action taken by you
may have the potential to impact your ability
to make a claim under your landlord insurance.

In regard to tenant default, some policies relating to the tenant
absconding or defaulting on rental payments allow you to
claim up to the end of their lease but no longer than 12
months.

Know your options
If your tenant is in a position where they cannot fulfil their full
rental payment obligation, you may be requested to reduce
the rent for a specific term of say three to six months.
Or they may request to defer a portion of their rent. The
balance is still required to be paid at a later time, either in
a lump sum or adding it to the subsequent regular rental
payments.
Of course, you in turn as a landlord also need to look at your own
mortgage repayments on the investment loan to see how the
shortfall will affect your cash flow as well.

BEFORE AGREEING TO ANY CHANGE WITH
YOUR TENANT AGREEMENT
Understand your landlord insurance
Insurance companies are also evolving with this situation, so
it is important you understand your policy in detail before
making any decisions with your property manager and tenant.
If you DON’T have landlord insurance – GET SOME (although
some are already changing their policy wording to exclude
COVID-19).
If you DO have landlord insurance – READ YOUR POLICY.

So as a landlord you need to be very careful in your wording
and acceptance of any change.
Therefore it may be best to leave the lease unchanged and
acknowledge that as landlord you will not be able to evict
the tenant for defaulting on their rental payments. When
things return to normal enter into a repayment scheme with
the tenant. In the event that they leave the property without
paying outstanding amounts, you may have the ability to claim
this under the terms of ‘tenant default’.
IMPORTANTLY you will need to consider your insurance policy
when making such decisions.

What does the future look like?
At the moment, with the impact of COVID-19 with job losses,
businesses closing and personal restrictions, the real estate
market is recalibrating.
Staying informed as property investors will place us in the best
position to make the correct decisions to secure our future.
We hope you enjoy our additional updates keeping you
informed on all the things you may not yet have seen covered.
As always, we are here to help you with any financial decisions
you need to make for now and your future.
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And now for some lighter enjoyment please read our article
kindly supplied by our friend Chris Hudson who runs a business
called Understanding Teenagers.
Even if you are not ‘locked up’ in isolation with kids at home, I’m
sure you will know someone who will benefit from this article.
It’s a great read - feel free to share.
We look forward to helping you at any time.
Source:
1: https://www.tenancycheck.com.au/

James Sylvester
0401 388 153
info@yhlc.com.au
www.yhlc.com.au

Being cooped up at home with
your teenagers may not be easy.
Contact us to read our article
on ‘Understanding Teenagers’ by
Chirs Hudson for some insight
and survival tips.
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