Rental Increases

Most tenants expect a slight rent increase at lease renewal time of say $20-50 or so. But if you spring a $200 or more increase on them after not having increased the rent for five years, you’ll likely get some negative feedback. A good rule of thumb is to raise the rent about 3-5 percent a year.

If you have an excellent tenant that you are trying to convince to renew, you might want to waive the rent increase if they will sign for another year. After all, you can always make up the difference by raising the rent when he/she finally moves out.

An excellent tenant is worth far more than any rent increase.

Send notice 60 days before lease end

Sending a rent increase letter (see below) this far in advance lets you know what the tenant’s intentions are. If he or she doesn’t plan to renew the lease, you have time to start marketing and showing the place without having a vacancy period.

In the rent increase letter, which you can send through regular mail or email, thank your tenant for being such great tenants. Compliment them on their good traits, such as paying the rent on time or taking care of the property.

Then, get right to it and say that you need to raise the rent. You can add an explanation if you like, such as you needing to keep up with your expenses. Point out that you are raising the rent as little as possible, and that you hope they will stay with you.

You’ll need to state what the new rent will be and the date it becomes effective, which would be the day after the lease ends.

If you have a fixed-term lease, you could include or attach a new lease with your letter or email. Ask that your tenant read the new lease, sign it and send it back to you. Explain that you’ve highlighted or underlined any changes, such as the rent increase, and that everything else remains the same.

If you have a month-to-month lease, the tenant won’t need to sign a renewal since it automatically renews every month.

Know the law

Although the property is yours, you can’t raise the rent however much you like. And, you may not raise the rent whenever you like if you have a fixed-term lease.

If your tenant signed a lease, you can’t raise the rent until the lease period is up. The only exception is if the lease states that you can raise the rent during the lease period – but even so, it negates the idea of a “fixed” lease and is often not allowable in court.

If your tenant is on a month-to-month tenancy, you can raise the rent after giving the proper notice for NY state, which is 30 days, but it varies by state. Your notice needs to be in writing (letter or email). Any verbal agreement with your tenant usually won’t stand up in court if argued.

Sample Rent Increase Letter

[Date]

[Tenant’s Name]

[Tenant’s Address]

[City/State/Zip Code]

RE: RENT INCREASE NOTICE

Dear [Tenant’s Name],

As you are aware, your lease at the above property will expire on [Date of Lease Expiration].

Please be advised that effective [Date of Increased Rent], the monthly rent for this premises you now occupy shall be increased to $_________ per month. This is a change from your

present rent of $ __________ per month.

Should you wish to sign a new agreement or continue your tenancy month-to-month, this new amount would be required. All other terms of the Lease Agreement will remain in full force and effect. If you do not wish to renew your lease, please provide your notice as soon as possible or no later than the legally required date of [Date of last day notice required].

If you have any questions, please do not hesitate to contact me at [Phone Number].

[Landlord’s Signature]

[Landlord’s Name]

