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Hello and Welcome tfo Peter Rogozik Property
Consulting six monthly newsletter. Over the
previous six months our firm has continued fo
expand and improve ifs systems. Because of our
diverse and complete range of services we have
now become the preferred buyers advocate for
inferstate and overseas buyers of Victorian real
estate. The convenience of one firm attending

to all stages of the buying process is the point
of difference that has set us apart from our
competitors. | would like to take this opportunity
to thank our talented and dedicated team.

Their diversity of skills allows us to assess the
real estate, building and legal issues associated
with every proposed purchase of property.

Our clients can be certain that all aspects of
their purchase will be investigated and reported
before they commit to buying.

In this issue we pay particular aftenfion fo
residential apartments and unifs as an invesiment
vehicle. For the very first time we don’t nominate
a particular suburb as our investment fip; instead
we tfalk about the advantages of investing in a
one-bedroom apartment. A checklist is provided,
ouflining important questions all investors should
ask before investing in an apartment. A graph

is provided detailing price movements in the
apartment markef since 1985. Our in-house
lawyer Andrew Padanyi examines some
important points fo be aware of in relafion

to the contract documentation when purchasing
an apartment.

Since our last issue there have been some
significant changes to legislation relating to
the way real estate is bought and sold in the
state of Victoria. Included in the changes was
legislation designed to outlaw underquoting,
overquoting and dummy bidding. We provide
a brief outline of some of the more important
changes that have been implemented.

The sfate budget delivered in May of this
year has resulted in changes to the costs
involved in buying property. We provide

an oulline of these changes and how they
will impact on costs associated with buying
and owning property.

At this moment the Melbourne property market
is at a flat point of the cycle. | believe the
next six months will present excellent buying
opportunities. Market Snapshot gives our view
of where the market is at the moment and
where we believe it is going over the next
twelve months.

Please feel free to confact us if you have any
questions in relation fo real estate or building
matters. Also, if there is a specific fopic you
would like covered in our next newsletter,
we would like to hear from you.

Regards, Q&@-

Connecting People and Property

Buying an Apartmente

Here are some important questions to ask before

buying an apartment or unit:

e How many units comprise the development?
Smaller boutique developments are generally
more favourable

o Are they free standing or do they share walls?
How thick are the walls?

e Check the layout of the adjoining units.

You do not want fo have your bedroom
below the neighbours living area.

e Are they owneroccupied or rented?

e What is the age group/mix of the fenantse
Will there be a clash of interests (for example,
retired people who will object to teenagers
playing loud music|2

®  What are the rules of the body corporate
(for example, no pets, car parking restrictions,
use of public spaces|?

e What are your rights and obligations as a
member of the body corporate?  (This includes
fees, attendance at meetings, voting, cost of
maintenance, and the like)

e How much do the body corporate fees and
levies, water and council rates add to the
annual cost of the property?

o Are there any legal/insurance claims pending
against the property or oufstanding levies due?

e s there a clear procedure fo follow regarding
maintenance problems?

e Have any building works been undertaken on
the unit and completed within the last six years
and six monthse If so, is there a warranty
insurance policy or guarantee in place?

e s there a person responsible for maintenance
that is paid by the body corporate?

How often is maintenance carried ouf?

e Does the body corporate have enough funds
in its working accounts to maintain the building?

e s there a complaints’ mechanism for disputes
befween owners or fenanfs?

e s parking available?

Market Snapshot

Over the previous few months the Melbourne
property market has continued fo soften.

As usual, good quality properties continue

to hold their price despite this downturn.
Excellent buying opportunities are appearing as
vendors are readjusting their price expectations.

The Melbourne median house price fell 0.8 per

cent, down from $371,000 to $368,000 for

the March quarter 2004. This latest result takes

the annual increase to 6.1 per cent, the lowest Q
annual growth since March 1996. However,
Melbourne’s median house price has increased .
by an average of 2 per cent for the previous

11 quarters. The Melbourne apartment market .
recorded a fall of 2.1 per cent for the March

quarter, down from $289,000 to $283,000

taking the annual increase to just 0.9 per cent.

The innercity apartment market has been largely

affected by a significant number of new

apartments coming on fo the market during

the last six months. *

What we have seen over the previous six months
is typical of the property market cycle. Downturns
will always be part of the cycle, fortunately they
are only temporary. | believe the Melbourne
property market will stabilise over the next twelve
months with capital growth of between zero

and ten per cent depending on the quality

of the individual property. At the moment the
fundamentals of the economy are sound,
employment is strong, inferest rates and inflation
are relatively low. This should ensure quality
properties enjoy reasonable capital gains over
the short to medium term. The quality of the
property that is purchased is more important than
at what stage of the cycle it is purchased.
Overall we are predicting modest growth over
the next two years but be assured, affer this
period prices will again increase sharply.

* Source; Real Estate Institute of Victoria
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Investment Tip

In this edition, instead of nominating a suburb as
our investment fip we have chosen to recommend
a type of investment. We believe that a quality
one-bedroom apartment offers the investor many
advantages over other fypes of investments,
especially for the first fime investor.

Some of these advantages are as follows;

* According fo census reports single person
households are increasing and are tipped
to increase quickly in the future.

* Many property managers report that
one-bedroom apartments are leased quicker
than other types of property.

¢ One-bedroom apartments are generally less
expensive than other forms of property and
therefore are an excellent starting point for
first time investors.

® One-bedroom apartments are easier fo maintain
and therefore repair and mainfenance cosfs
are minimal.

QOutgoings such as rates and body corporate
fees are generally lower for a one-bedroom
apartment.

Not all one-bedroom apartments turn out to be
great investments. The critical factor is that a
quality apartment is purchased. The criteria used
for other types of real estate purchases such as
location, scarcity factor, buying price, condition
of the block and body corporate rules also apply
when assessing a one-bedroom apartment

New legislation

Changes to the Estate Agents Act 1980 and the
Sale of Land Act 1962 which came into effect

on Sunday 1st February 2004 have had a major
impact on how properties are marketed for private
sale and auctioned in Victoria. The changes were
designed fo outlaw underquoting, overquoting and
dummy bidding. This is a brief summary of some
of the more important changes:

e The auctioneer is the only person who can bid
on behalf of the vendor. Before the auctioneer
can bid, the auction rules have to allow it.

One version of the rules allows vendor bids, the
other does not. A buyer must always check the
contract of sale to find out which version of the
auction rules will apply to the auction.

Before a vendor signs an authority with an
agent, the vendor must be given an estimate
of the selling price, prepared by the agent.
This applies whether the property is to be

should not act solely on the ba f
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auctioned or offered for private sale. The
esfimate can be a single amount or a price
range. The esfimate must be an amount the
agent believes that a willing but not over
anxious buyer would pay for the property.
Where a price range is used it must reflect the
range within which the amount such a buyer
would pay is likely to fall. Estimates have a
statutory range of ten per cent. That is, the
upper end of the range cannot be more than
fen per cent of the amount of the lower end of
the range. If asked by a prospective buyer what
the property is worth the agent cannot quote a
figure that is less than the estimate, or the lower
limit of the estimate range, if a range is used.

e I a property is passed in af auction on a vendor
bid, that bid must be referred to as a bid made
on behalf of the vendor. This rule applies fo any
future marketing or selling campaign. This
requirement also applies fo conversafions with
prospective buyers, any advertising, and the
publication of auction results.

e The monetary cap on cooling-off ($250,000)
has been abolished. However, the other
exceptions fo the right to cool-off will remain.

The state budget delivered in May of this year has
resulted in changes tfo the costs involved in buying
property. These changes have been mainly in the

area of stamp duty and land tax.

e First home buyers to receive a $5000 cash
grant in addition to the Commonwealth grant
of $7000, for properties up to $500,000
purchased from 1 May 2004 uniil 30 June 2005.

Abolition of morigage duty on home loans from
1 July 2004, a saving of approximately
$1,000 on the average loan of $200,000.

Pensioners and concession card holders

wanting to relocate will be exempt from stamp
duty for purchases up to $250,000, with a
partial exemption to $350,000.

Increase in the taxfree threshold from $150,000
to $175,000 in relation fo land tax.

Reduction in the fop land fax rate — reducing
the current rate from 5 percent fo 3.5 percent

by 2006/7 and 3 percent by 2008 ,/09.

* An upward adjustment over two years o
the land tax brackets between $675,000
and $1,080,000.

These changes mean the costs of buying and
holding property in Victoria are lower than
previously, which is good news for all property
buyers and owners.

E the material contained in this article. Peter Rr?goﬂk Property Cr?rsu\'mg express\\/
liability for any loss or damage arising from the reliance on this document.
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Legal Chat
By Andrew Padanyi B.A., LL.B.

Buying an apartment in a multi-storey building
presents particular issues for both owner-
occupiers and investors. Apartment blocks
usually have a body corporate, which

is a legal entity to which each owner in the
development belongs. If there is common
property, there must be a body corporate.
The body corporate’s main role is to maintain
the common property.

Common property is owned by members

of the body corporate in proportion 1o their
lot entiflements. Look af the fifle plan to check
lot entiflement and lot liability. Lot liability
determines the proportion of maintenance
and body corporate administration expenses
that each owner is obliged fo pay.

Before buying an apartment, check that the
body corporate has taken out reinstatement
insurance fo cover repairs fo or replacement
of the building, and also public liability

insurance of at least $10 million.

The behaviour of body corporate members is
govemed by rules. There are standard rules that
control noise, parking, pets and other matters.
However, bodies corporate are able to create
special rules that vary or add to the standard
rules. For example, pets might be banned
altogether. It is advisable to make inquiries
regarding the particular rules that apply to an
apariment before commitiing yoursel.

If you are considering buying an apartment,
find out whether the boundary of the property
is the inferior or exterior of the walls, or
somewhere else. This is very important: issues
may arise as fo who is responsible for repairs
outside walls, or whether the owner has a right
to aftach signs to exterior walls without having
fo get permission from the body corporate first.
Only the fitle documents will tell you where

the boundaries are.

Apart from the legalities, apartment living
involves being in close proximity fo other
people. This presents various issues. Before
signing on the dotted line, you should
investigate the level of noise from neighbouring
units and the street. Poor design and materials
could mean that slamming doors and flushing
toilets are very audible. Also, some innercity
developments are in entertainment precincts.
Bars and pubs can generafe late-night noise
for local residents. This is a consideration for
investors foo: you don't want a constant
turnover of tenants put off by excessive noise.

7\

PETER ROGOZIK

Property Consuling

Connecting People and Property




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /ENU (Use these settings to create PDF documents with higher image resolution for high quality pre-press printing. The PDF documents can be opened with Acrobat and Reader 5.0 and later. These settings require font embedding.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


