You Don’t Have To Be Rich To Start Investing In Commercial
Real Estate And Earning 7-10% Positive Cashflow Yields

COHIMERCIAL
PROPERTY SECRETS
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COI"MERCIAL
PROPERTY SECRETS

DAY 1: SATURDAY 13TH AUGUST 2022 (AEST Times)

8:30am - 9:00am Registration

9.00am - 915am Welcome

915am - 10.45am Get In The Right Space

10.45am - 11.00am Break

11.00am - 12.30pm Know How To Work With Risk
12:30pm — 1:30pm Lunch

1:30pm - 3:00pm Asset Classes That Work For You
3:00 - 3:15pm Break

3:15pm - 5:00pm How To Make Your Money

DAY 2: SUNDAY 14TH AUGUST 2022 (AEST Times)

9:00am - 9:30am Welcome and Intros

9:30am - 11:15am Negotiation

11:15am - 11:30am Break

11:30am - 12:30 Professionals Masterclass: Finance Made Simple
12:30pm - 1:00pm Professionals Masterclass: Commercial To Retire On
1:00pm - 2:00pm Lunch

2:00pm - 3:00pm Professionals Masterclass: Legal Aspects of

Commercial Property

3:00pm - 4:00pm Creating Opportunities
4:00pm - 4:15pm Break
4:15pm - 5:00pm Your Next Deal

KKnowIedge Source I!eEk(Lv:SXTEE
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1. Welcome &
Get In The Right Space
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1. Get in the right

space

COFRIMERCIAL
PROPERTY SECRETS

\\

Mindset

* Business v Mum and Dad Mindset

\

* Simple KISS Principle

| con

» Understand Fundamentals / Basics

do i\ -’

* Know what you need, Don't

Compare to Others

EET. N\ \

LGV SRS

2 Business v Mum and Dad Mindset

You need to think in a
3-dimensional way:

7 * Think about your investment and

opportunity

* Think about the tenants and

their growth

ngﬁ@ vlr}.

* Think about the region and its
needs

El L
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Simple KISS principle

Simplicity is key:

* Assess the project round 1- basic
numbers and info first

* Strip back irrelevant information

* Ask questions to understand the
vendor and the project

* Assess the current value
* Understand the potential

COIIMERCIAL
!&%XE PROPERTY SECRETS

Understand Fundamentals / Basics

The fundamentals never change:
» Decrease risk — Increase Value
* Increase income - increase value

* Yield % = Your net income / your
purchase price MHAT ARE o s

» Cap Rate = Data backed expected
yield per area and asset class

* Value = Your net income / Cap Rate

Fundamentals?

COIIMERCIAL
!&%XE PROPERTY SECRETS

Know what you need Don’t
Compare to Others

Do what works for you:

* Know your scope - risk, return, asset
class

* Know your why — what does this mean
to you

* Know what suits your situation now —
risk, finance, ability

» Never compare to others — you need to

run your own race COFIMERCIAL
REALESTATE PROPERTY SECRETS

| LKOVE
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Breakout Rooms - 10 Minutes

*  What thoughts do you need to change?

+  What simplicity can you incorporate?

*  What is the value if:

+  The cap rate is 7% & Rent is $65,000
+ The cap rate is 7% & Rent is $56,000

«  Whatis the Yield if:

+  The Purchase Price is $800,000 & Rent

is $65,000
+  The Purchase Price is $800,000 & Rent
is $56,000
L dal SOrmERcIAL

KKnowIedge Source I I'OVE
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2. Know How To Work With Risk

KKnowIedge Source IREEESXTEE



CO'MERCIAL
PROPERTY SECRETS

2. Know how to

work with risk

COFIMERCIAL
PROPERTY SECRETS

N

% Risk & Risk Tolerance

/ * What IS Risk in Commercial
/
Location

N

Property:
» Use & Uplift
* Vacancy

Condition
Risk v Opportunity (where do you sit)

N .

g

j N

ﬁ o conmemc:

Z Risk Tolerance - This is how you feel

/ *How do you see risk?

/ MEDIUY
/ * Real or Perceived?

* How can you mitigate risk?

* What do you need to see / hear / feel
to be ok with risk?

L
Live soumenciL

KKnowIedge Source I I'OVE
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What IS Risk in Commercial Property?

Location - from a risk perspective
of a valuer:

* Metro — Low risk due to volume of people
and need for business / services

» Regional - Medium risk — depending on
population and growth status

* Rural - High risk due to low volume of
people

HEVE FROPEY SCNS

What IS Risk in Commercial Property?

Use - Uplift Potential
* Economic impact on current use
* Is Use specialised — storage!
* Is the fit out for use expensive
» Does the use have longevity

* How much uplift potential is there

« Uplift to create more income streams

HEVE FROPEY SECNTS

What IS Risk in Commercial Property?

Vacancy
* How much vacancy is too risky?

» Demand in the area - for what /
who?

* Time to get new tenants?

LEVE FROPEY SCNTS

KKnowIedge Source 7

| LKOVE
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2 What IS Risk in Commercial Property?

/ Condition
7 + Condition of the asset

* When improving the condition what
adds value? i
ol

* What does your budget allow for?

* Who owns what - fixtures and

fittings? _, ‘

HEVE FROPEY SCNS

QWhat IS Risk in Commercial Property?

Risk v Opportunity
/ (where do you sit)

7 « All of what we have covered also has an

opportunity to consider /‘Zii
» Location can't be moved, leverage and negotiate OVPQ‘*W‘“"“’/,

» Vacancy is the biggest and easiest uplift in value Ty 1]'
and increase in income r . ile
» Use can be changed (maybe) — understand your _r

zone and demand

» Condition can be improved cheaply —also an
opportunity to sort out who owns what

HEVE FROPEY SECNTS

Breakout Rooms - 10 minutes

\\

Deal to assess — IM in Workbook

* What risks do you see?

* How would you mitigate the
risks?

* What opportunities do you see?

* Where do you see the deal as
Rated on the risk scale?

LEVE FROPEY SCNTS

B SN\ \

| LKOVE

4
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Assessment of Risk on Carries Deal

* Bought with 60% vacancy

* Surrounded by residential

* Most leases on a month x month

» Old building and looked unloved

* A lot of discrepancy in figures

* Bonds not in order

» Outstanding repairs on one shop

HEVE FROPEY SCNS

AR S \NYY

Marble Bar Commercial Deal (High Risk)

\\

Marble Bar Traveller's Rest Roadhouse

The business consists of a freehold 7585m2
title, 24 accommodation units, a renovated
2-bedroom, 1-bathroom managers residence.

ACCOMMODATION - there are 19 renovated
ensuites.

ROADHOUSE - Fully equipped commercial
kitchen, an office, serving area and a
restaurant area. There's two 26,000L
underground diesel tank and one 23,000L
unleaded tank, both tested sound in 2017.

HEVE FROPEY SECNTS

West Wyalong (Med Risk)

\\

West Wyalong NSW 2671

Shop & Retail
2337 m?2
For Sale $850,000

Located approx 1.7km east of

the West Wyalong Post
Office, is this 6,778 sgm

property.
Currently being used as a

wool warehousing and
testing facility

LEVE FROPEY SCNTS

BN SN\ \

| LKOVE
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Woolongong (Low/Med Risk)

* Wollongong, NSW 2500

* Warehouse, Factory & Industrial - Showrooms
& Large Format Retail - Shop & Retail

$2,499,000 (ex GST)

N TR

Features:
— A great location with convenient highway
access

- Land area of 2,023m?

— Great redeveloping versatility

— potential to redevelop into smaller
warehouses

—IN2 Light industrial zoning

B CO/MERCIAL

1 I°VE
REALESTATE PROPERTY SECRETS

77 Randwick Sydney (Low Rlsk)

* Randwick NSW 2031
* Shop & Retail
* 192 m?

/ + Leased to an established operator,
Choys Restaurant, since opening in
1976.
« Position located in the centre of -

Randwick's bustling village precinct.
» Key highlights

* Two storey freehold building

* Location in Randwick's main retail
str|p

B & MERCIAL
REALESTME PROPERTY SECRETS

\\

Breakout Room - 1I0mins

- Discuss and Assess your own risk

profile?
» Use the Worksheet provided. Re?qiusi':ed
Risk Risk
Capacity Tolerance
LEVE ROt RCha
(Knowledge Source I L : VE
N\ 10 REAL ESTATE
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2 Risk

/ * Check list to tick the boxes in relation to them - will end up
with a number out of 10 as their risk tolerance and whether
/ that is low med high (making PDF as | Go)

* Need to have some examples of what low med high will
enable.

COIIMERCIAL
PROPERTY SECRETS

1 IOVE
REALESTATE

| LKOVE

4
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3. Asset Classes That Work For You
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3. Asset Classes

that work for you

COFIMERCIAL
PROPERTY SECRETS

\\

Asset Class

«Commercial

REAL ESTATE

*Industrial

+Business R/E ﬂ

EET. N\ \

L
Live commenciL

Commercial - as an Asset class

« Commercial

* Bulky Showroom

N NN

* Retail (Large V Small)

» Offices (individual space)

* Hospitality - Venue not

business

L
LGV RS ESS

KKnowIedge Source I I'OVE
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Industrial - as an Asset class

* Industrial
* Manufacturing
« Light industrial factories

* Warehouse

* Storage, factories

COIIMERCIAL
PROPERTY SECRETS

1 IOVE
REALESTATE

Business Real Estate

« Business R/E (Leasehold v Freehold)

» Specialist Area

» Covers off on the lease and business
aspect that operates from your asset

» Understand somethings can come
with both at times

» Storage, accommodation, pubs

» Can you separate them and sell the
business

COIIMERCIAL
PROPERTY SECRETS

1 IPVE
REALESTATE

Cap Rates for each Asset Class

- Live examples Dans uplift, use his deal to show examples
of cap rate uplift and value increase.

* Make sure Yield and cap rate are explained perfectly

COIIMERCIAL
PROPERTY SECRETS

1 IPVE
REALESTATE

| LKOVE
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CO'MERCIAL
PROPERTY SECRETS

Dan’s Deal Overview

* Regional Opportunity
$789,000 + gst if applicable

* CBD Location

+ 6 Shops/Outlets/Offices
« |Initial Income $87,500

« Estimated Fully leased $120k

« Positioned near Major banks,

Post Office & Courthouse

* On street parking

COIIMERCIAL
PROPERTY SECRETS

1 IPVE
REALESTATE

The IM (Information Memorandum)

13 ALFORD ST & 159 KINGAROY ST

22319
ot enonn | vaas Teaaes

acaNT SHOP 1 82(245m2)
58 POOURTY
FIRST AD TRANING
— (98m2)
SHOP 3
TOTAL RENT PER MONTH - $7845.76 GST inclusive
(GST Component - $713.25) NETWORX |
SHOP 4
$7132.51 PER MONTH + GST (@a2)
Less ss%
compon SHOP §
ent of rent) (105m2)
Less postage fee - $5.50 per month GST inc
S BPODIATRY
1 I2VE Plus -2 tenants pay 1 whealie bin service per annum, total - COEMERCIAL
REALESTATE $338.40 per annum PROPERTY SECRETS

Breakout Rooms 10 mins

* What Opportunity’'s are there?

* What risks do you see?

« Strengths / Weaknesses?

» Uplift Potential?

LEVE FROPEY SCNTS

KKnowIedge Source I I'OVE
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Rough Numbers

» Current Rental income:
$87,500 / $789,000 = 11.09%

= Positive Cashflow
» Vacant Space = Rental uplift available

- Value uplift available

* CONCLUSION - Investigate further

1 IOVE
REALESTATE

COIIMERCIAL
PROPERTY SECRETS

The Actual Doing: How he did it...

Inspected property, during this time asked why the vacant space... Space too large
for most tenants. Insert wall and reduce space by 50% => leads to tenants in the

space leads to increase in rental

Multiple vendors, long time on market: 3+ years

Access Toilet.

proceeded with purchase.

1 IPVE
REALESTATE

Spoke with existing tenants & ideas for the future, growth/expansion and current
needs and whether they were being met, 1tenant had mobility issues, facilities
were not adequate for her longevity or expansion.....identified need for Universal

Same tenant indicated desire to expand into neighboring space (2 year timeframe)
- risk mitigation, potential opportunity in future, later came to fruition.

Information gathering all about the vendors 'motivation level' i.e. how negotiable.

Negotiated price down to $712,000 subject to Optus entering the 2 year lease &

COIIMERCIAL
PROPERTY SECRETS

The Practical

« Engage Team

* Pacific Law - Calvin & Derek
« Builder

Quotes on dividing space
Quotes on Universal Access
Toilet

« Agent

Managing Agent

* Finance

Valuation

Loan application

1 IPVE
REALESTATE

12 ALFORD STREET

$90% 1 82 24y

COIIMERCIAL
PROPERTY SECRETS

KKnowIedge Source

| LKOVE
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Valuing Commercial Deals

* How secure is the income stream from the property over
time?

* Higher income and yields,
» Coupled with lower risk,
* Equals a strong investment,

* And thus, it has higher value.

HEVE FROPEY SCNS

2 What Factors can Influence Cap Rate

/ * Location * Strength of lease
7 * Supply vs Demand * Age and state of building
* Demand from tenants * Economic movements
* Demand from buyers * Industry longevity
* Asset Class * Approved usages
* Strength of Tenant * Vacancy
LEE ey oA

% .
Z How we Determine Cap Rate

/ * Recent Sales of comparable tenanted properties

/ * The average of recent yields of comparable
properties

* Speaking to active and effective agents in the area
* Usually described as a range e.g. 6% -7%

* The Commercial Valuer is ultimately who
determines the Cap Rate.

LV SR
KKnowIedge Source 18 I!eEk(Lv:SXTEE
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Cap Rate Ra NQGES (asset class and location relative)

Commercial
* Metro 3.5% - 7.5%
» Regional 4.5% - 9%

Industrial
* Metro 4.5% - 8%
* Regional 5% - 9%

Business Real Estate
* Metro Business works off Business figures
» Regional Business works off Business figures

LVE e oA

Storage Metro V Regional

« Regional $100 - $250 pm2 - Cap rate 7-8%

« Metro $210 - $520 pm2 - Cap Rate 5.5-7%

+ Open Air $10 - $120 pm2 - N/A

« Special - Wine $700 - $1000 pm?2 - Depends

« Reality is we want to be charging for m3 so consider height

LVE ey oA
Storage Metro V Regional
City Range of Storage Unit Prices Per Month in Australia
Sydney $68-$1194
Melbourne $64 - $858
Brisbane $75 - $1001
Adelaide $34 - $600
Perth $61 - $560
| LOVE Expected Cap rate Metro - 6-7% COMMERCIAL
(Knowledge Source I I': VE
\ 19 REAL ESTATE
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Let’s look at Perth

Extra Small Units 1.5m x 1.5m
Small Units 1.5m x 3m
Medium Units 3m x 3m

Large Units 3m x 6m

Extra-large Units 6m x 4.5m

1 IPVE
REALESTATE

From $90 — $110 per month

From $120 — $135 per month

From $220 — $250 per month

From $360 — $415 per month

From $390 - $450 per month

COFIMERCIAL
PROPERTY SECRETS

Usage of self storage has increased significantly
across Australia and New Zealand.

8.5% of the total population of Australian and New Zealand
adults indicate they use self storage.

On a like-for-like basis, capital city demand has doubled since 2013
with average usage rates of 10% in metropolitan areas*.

10%
6% 5%

2010 2013 2020

IOk

KEY DRIVERS

DEMOGRAPHIC FACTORS

Including:
Marriage and divorce rates
Ageing of population
SOCIOECONOMIC FACTORS
Including:
Wage growth
Student and worker mobility/agility
Urbanisation
BUSINESS FACTORS .(‘ ;\‘
Including: B
S w—
5%

RESIDENTIAL MARKET FACTORS

g;g% 51,6.9% . .
total population otal population Affordability
L2401 RORERCIAL
Breakout Rooms - 10 minutes
Discuss which Asset Class is your next deal
and why?
What about future deals?
PG !
[ 2
%“
Ll SOTIMERCIAL

KKnowIedge Source

| LKOVE
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4 How To Make Your Money

KKnowIedge Source 23 IREIA-\LOESXTEE
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4. How to make

your money

COFIMERCIAL
PROPERTY SECRETS

2 Income V Chunk

» Income - serviceability for lending

* Multiple income streams - lease unlet areas

* Location

* Hard stand

« Construct extra area — Increase NLA

IIOVE - Reconfigure internal — Multiple Tenancy CONMERCIAL

/
/
» Convert to higher use ' i
* Fill vacancy | 2
A « Uplift for lease $ ‘\W
" signage E

7 Commercial Income Deals — What they look like

Medical Centre — Port Lincoln SA
$550,000*

Rent $71,000 pa

High Yield Investment

Tenant pays all outgoings

Long term established tenancy

Generous corner site, situated on the fringe of Port Lincoln CBD

Convenient on site car parking for 40 vehicles
*Purchased March 2019

L
LGV RS ESS

EET. N\ \

KKnowIedge Source I I'OVE
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CO'MERCIAL
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Industrial land Storage Units

12 months on

Purchase Vacant Land $161,818 | (oo tal Income $ 89,314
Legals / Stamps / Other S 24,838 || Less Expenses (ind. interest) | S 29,419
Construction Costs $337,849 || passive Income $ 60,395
Total Costs $524,050 || Gross ROI 15.52%
Interest @ 4% $ 20,962 Value uplift @ 8% Cap Rate

Land Tax / Rates / Water |$ 8,457 (989,814-58,457)/8% (.08) |$1,016,962

Buy and Hold

PLATINUM

If 100% Lend
$28,000
Positive

If 30%
Deposit
$48,000

State Government Tenant purchased
at 11.3% yield + 4% indexing

COFIMERCIAL

1 KOVE
REALESTATE PROPERTY SECRETS

Commercial Income — Buy and Hold
Buying with a Resi Agent

PLATINUM

- Paid $530,000
* 9 Secure Tenancies
* 13% return on purchase

41,012 sqm

* Solar Power

» Regional Property

COFIMERCIAL

1 KOVE
REALESTATE PROPERTY SECRETS

KKnowIedge Source 25
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Income V Chunk

» Chunk - Buying, create uplift, sell

* Development (Construct etc) sell

* Uplift - lease and sell
* Buy as one —strata and sell

* Buy reconfigure and sell

COIIMERCIAL
!eekf':sxFE PROPERTY SECRETS

Commercial Chunk Deals — What classic investors look for

* Security
* Yield

* Long Leases

 Unit or Freestanding

 Strong tenant

* Fully Tenanted

* Low maintenance

+ Tax efficiency

COIIMERCIAL
!&%KE PROPERTY SECRETS

Commercial Chunk deals — What we are looking for

Perceived Risk vs Actual Risk
Yield

Short leases or Leases in Hold-over &

Unit or Freestanding?

Tenants?

Partially Tenanted or Vacant

Room for improvement

» Strata
Ve gomRcIL

| LKOVE

4
kKnowIedge Source 26 REAL ESTATE
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PROPERTY SECRETS

77, Commercial Chunk Deal
% Buy Partially Vacant and Tenant §

/ $930K Purchase Price
$75K income p.a. on Purchase
7 8 Tenancies; 2 Vacancies
Badly presented!
. Renovate, Tenant, Strata
Reno cost: $55K ; Strata costs: $25K
$400K uplift potential
$102K p.a. Income post-strategy

> -

LIV PLATINDM Froreh StaHels
Commercial Chunk Deal {6
Strata or lease in smaller pieces PLATINUM

* 3 Tenancies on one strata
title

- Separate water and power g

* Long standing tenants

» Purchased for $780K

* Rental rate greater for

smaller NLA Post Strata - 3 separate units of
100sgm each would sell for between
$350 -$400K
1 LOVE PROFIT Est. $400,000

L SN\

Breakout Rooms - 10 minutes

Discuss whether Income or Chunk is your next deal
and why?

Which strategy?

Will this change over time?

LEVE FROPEY SCNTS

NN NYY
) 3/\)
@

| LKOVE

4
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