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

Commercial Asset

3:00pm - 4:00pm Creating Opportunities
4:00pm - 4:15pm Break
415pm - 5:00pm Your Next Deal
y | XOVE
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5. Negotiation
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Negotiation

COMPROMISE o COMMUNCATE DIFFERENCE

B\ N\

« Know how t te a Win-Wi =

now how ocréa e a Win-Win EE&& (;3“

* Ask open question's Ne\go'tia/tion ii
St e Y S\

* How do you negotiate? ractic |
« Know how to listen T lf&‘”\“.
GEMEFT)  saitis DiALes B

* Build Rapport

L
LGV SRS

\\

Negotiation

* Know how to create a Win Win

» Think of it as a discussion towards a
WIN WIN not a Victory?

* A conversation with commitment

» Suitable resolution

verses unnecessary comprom/'ses

LGV RS ESS

AT N\ \
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2 Negotiation -

* Ask open ended questions as they allow
us to gather information

/i WHAT IS AN OPEN-ENDED QUESTION?

* What is most important to you?
Al
* What problem can we help solve? ’ e [ ?
!

. an answer with
* How can we help you get your desired mere nformatin £

result? than a one- or
two-word reply.

» Believe it or not people dislike saying “YES”

COIIMERCIAL
!%Ek(:sTVATEE PROPERTY SECRETS

N

More Examples...

Open Closed

Do you get to work by

driving, busing, or walking? v 4 WHERE

/

/
7

How do you get to work?

Tell me about your Do you get on v

relationship with your boss.

What did you manage to

Wa tri bssful?
e SRy Was your trip successful
What happened at the Did you have a good
meeting?
1 KOVE COFIMERCIAL
REALESTATE PROPERTY SECRETS

Z Negotiation

/ * How do you negotiate?
7 * Know it and Understand it

*1. Analysts

«2. Accommodators

3. Assertive

COIIMERCIAL
!%Ek(:sTVATEE PROPERTY SECRETS

| LKOVE
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Negotiation - Analyst

» Realistic, Prepared, Smart

2
« Cold, Standoffish
* As long as they aren't causin? conflict, they

are actively preserving the relationship

HEVE FROPEY SCNS

\\

Negotiation - Accommodators

- Conversational, Relationship Focused

* Friendly, Too Talkative

* The relationship is most important

HEVE FROPEY SECNTS

AT N\

\\

Negotiation - Assertive

ma??,

KEEP
CALM

AND
» Emotional, Aggressive, Harsh BE

ASSERTIVE

* Honest, Logical, Direct

* Needs mutual respect: Nothing more or less

AT N\ \

LV SR
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* How does this helps us?

2 In Conclusion
/

/ « If we identify the other side we can make them Conclusio
feel more comfortable, understood and in control.

» Ultimately this will earn their trust

* You will learn what you need to know to influence
their thought process

» Being adaptable under pressure takes practice

HEVE FROPEY SCNS

Negotiation - Know how to listen

DO
* Be present, feel the energy, does it feel right

« Listen with your eyes as well as your heart

» Have a sincere desire to understand their point of
view

« Seek first to understand and then to be understood
DON'T
« Listen with intent to reply

. Pro_iect your own autobiograpkéy by
evaluating, judging, probing, advising or interpreting

* Don't be slick

HEVE FROPEY SECNTS

L SN\

2 Negotiations - how does this help

/ « If we identify the other side, we can make them

feel more comfortable, understood and in
7 control

» Ultimately this will earn you their trust

* You will learn what you need to know to

influence their thought process

* Being adaptable under pressure, demands
practice.

LEVE FROPEY SCNTS

| LKOVE
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Breakout Rooms - 10 minutes

Let’s test your skills

* Build Rapport Couple up — Match

« Steps to creating Rapport and Mirror your

« Mimic the language of the communication buddy both physically,

* Mimic the physicality of the communication emotionally and
verbally as

* Rephrase content they describe their

« Reflect feelings First Bootcamp
experience.

« Learn when not to reflect eg. Strong negative opinion

Remember the deepest need of a human soul is to be Understood
« Understanding is not the same as Agreeing

COIIMERCIAL
!&%KE PROPERTY SECRETS

Negotiating a deal - Carries Deal

» Negotiated the price - $865k to $706k
» Covered all risk factors that were bought up
» Release vendor of guarantee on leases and outgoings
* DD period of 21 days and 45 days finance
*» Established boundaries and m2 of land and building
» Finance approval
» Settlement 90 days after Unconditional
* Quick settlement which suited vendor (reflected in price)

COIIMERCIAL
%&%XE PROPERTY SECRETS

Negotiating a deal - Dans

 Asking Price $789k - Purchased at $712k

Multiple Vendors, friction between partners, long time on market: 3+
years

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

Made an offer received a counteroffer that | thought reasonable......
$750K and was going to accept

Used Weakness in Optus lease (expired with Optus seeking to reduce
option period from 5 years to 2 years).

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

COIIMERCIAL
E&%KE PROPERTY SECRETS
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b. Professionals Masterclass:
Finance Made Simple
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6. Finance made

COMIMERCIAL
PROPERTY SECRETS

\\

Commercial
Finance IS Simple

» Commercial is the word
used to cover everything
that isn't Residential

« Itis designed to handle

this big wide world, so

| thereis lots of GREY,
which is both good and
bad

* So lets start with what
we know, Residential, and
work towards what is

different...
COFIMERCIAL
!elgysz PROPERTY SECRETS

\\

But it is made to
look hard...

« Bad professionals will
make it look difficult so

they seem special / smart /' comrorr LEARNING  GROWTH
ZONE ZONE ZONE

« Itis difficult to get
clarity at the outset of a

acquice
| deal n new skills set

new goals

* Move into the Learning
and Growth Zones with extend the

me now... Its FUN and R i
EXCITING! aspirations

LV SR
KKnowIedge Source 12 I!eEk(Lv;SXTEE
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Lenders

Residential

* The Majors
« CBA NAB, ANZ and Westpac

/ » The Minors (2" Tier)
* St George, Bankwest, IMB, ING
Direct, Citibank, Suncorp, Liberty
Non-Bank or Private Money

No Different???

A few specialist Residential
1

LOVE
REALESTATE

Commercial
* The Majors

+ CBA NAB, ANZ and Westpac
» The Minors (2" Tier)

+ St George, Bankwest, IMB, ING
Direct, Citibank, Suncorp, Liberty

Non-Bank or Private Money
No Different???

A few specialist Commercial

COIIMERCIAL
PROPERTY SECRETS

Randwick

Any Commercial Lender

would happily fund this!

1 IPVE
REALESTATE

Our Deals - Lenders

Carrie's:

Likely to be a larger lender
due to location and the
style of the property

N

COIIMERCIAL
PROPERTY SECRETS

N

Interest Rates

Residential

7
/
7

* Interest Rates increasing

« Current rates range from around 3%
for an Owner Occupied 80% LVR to
3.70% for Investment Interest Only

« For feasibility - 5 or 6% is a good
number to use

Commercial

+ Also increasing but off a lower base
than Residential

* Usually is1to 1.5% higher than Resi

* Running at around 4% to 5% currently,
but can vary immensely based on:

+ Lender and Amount Borrowed
« Term

« Security and LVR

» Use 7% for feasibility

LV SR
KKnowIedge Source 13 !’Ek%XTEE
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Rent

Residential
« Rent is used at 80% of Gross Amount

* Rent is capped at 6% Yield for quite a
lot of lenders

« Generally location does not matter

* A lacking of policy around different
types of rent and how to handle, like

« AirBNB
« Executive Leasing

+ Rooming Houses

1 IPVE
REALESTATE

Commercial
+ Rental is used as 70% or Gross Amount
» No Yield Cap

+ Commercial can handle all types of
rental income (may be less than 70%)

« If a property is vacant, generally they
cannot use any rental unless you have
an intention to rent/lease signed.

Can sometime use projected rent for
vacant or development properties, but
usually not a great outcome

COIIMERCIAL
PROPERTY SECRETS

Terms

Residential
« Everything is 30 Years (pretty much)
« Can be shorted but why would you?

* Interest Only for 5 Years max with
sometime and easy extension to 10
years overall

1 IPVE
REALESTATE

Commercial

+ 15 Years is the standard commercial
term, BUT Some lenders will do 25 and
30 years depending on deal (it is
wonderful!)

Interest Only of 5 Years is normal

There is also lenders who reduce term
in line with Weighted Average Lease
Expiry — So a WALE of 3 Years could
lead to a facility term of 2 years and
then renegotiate

* Renegotiation can be dangerous

COIIMERCIAL
PROPERTY SECRETS

Costs

Residential

« Everything is FREE!

Not exactly, but you pay for very little

Total cost in and out of most home
loans is less than $1,000

You may have to pay for a valuation in
some rare circumstances or because
you are not friendly enough with a
Finance Broker

1 IPVE
REALESTATE

Commercial

You pay for Everything!

Establishment Fee from 0.5% of
borrowed amount to 3% private
money

Careful of Line Fee - charged on Limit,
not amount outstanding

» Monthly Fees

Valuation Fees paid by you

COIIMERCIAL
PROPERTY SECRETS

KKnowIedge Source
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Residential
* LVRs for a standard lend is 80%

« Can be up to 95% with Lenders

/ Mortgage Insurance
* Lower LVRs in Mining Towns and
High Density

RE/\ ESTATE

Loan to Valuation Ratios — Basic

Commercial

+ Standard LVR is 65% for a normal
Property in a good location

Stretch LVR's have been becoming
more common, especially in lower

dollar amount properties (sub $3M)
and in good locations

A stretch LVR may be up to 70%, 75%
or even 80%. For an owner-occupied
medico it can even be 100%

Always build your deal to be
successful at 65%

COIIMERCIAL
PROPERTY SECRETS

\\

Property Types and LVR
[Typeotproperty [Bxample ——_______[WRGiy | wRegional |

/ Business Real Estate  Hotels/motels, Caravan parks, Storage Sheds 65% 20-65%
/ Retail Retail stores, shopping malls, shops, restaurants, cafes 65% to 80% 50-65%
/ Office Office suites, office buildings, serviced offices 65% to 80% 50-65%

Industrial Industrial property, office/warehouses, distribution 65% to 80% 50-65%

Healthcare Medical suite, medical centres 65% to 100% 50 - 65%

Specialised Security ~ Childcare centres, Service Stations 20% to 65% 0-65%

Multi Residential Larger blocks of units, boarding houses 65% Max 50 - 65%

Resimercial Mix of Commercial and Residential ie Shop plus 2 65% to 80% 65%

Units
LGV SRS

\\

Valuations

Residential

* Multiple valuation approaches
« Accept Contract of Sale

« Desktop Valuation

« Drive — By Valuation

« Full Valuation

« Comparable sales is biggest
contributing factor to Valuation

« Paid for by Bank

1 IPVE
REALESTATE

EET. N\ \

Commercial

Only one approach - Full Valuation

Valuation is a factor of the income of
the property applied at an appropriate
Yield

Comparable Sales used more as a
comparison for Market Rent and Yield

Vacant Properties assume a market
rent but allow a let-up period leading
to lower income times by the normal
Yield. Equals low Valuation

Paid by you. $2,000 - $5,000

COIIMERCIAL
PROPERTY SECRETS

KKnowIedge Source
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Valuation VS Purchase Price

Valuation vs. Purchase Price
* In some cases, the higher of PP or Valuation can be applied.
« Usually the base LVR, so 60% to 65% would be used.

* Need to demonstrate value - add.

« Never a guaranteed outcome that the higher can be applied

VE ROt RCha
o °
Lending Policy
Residential Commercial
* Repayment Capacity based on all » Broadly the same approach, except:

non-property related income * Much less Government intervention

+ Add sensitized rent around Allowances and Debt Loading

« Shorter Term (15 Years) can hurt

« Less allowances for Tax and Living servicing by increasing commitment
Expenses ] )
« Commercial Credit Managers are
+ Less existing debt with a loaded detail focused. They want to see
interest rate EVERYTHING!
- BUTI

* Less new debt with a loaded interest

rate « Some really special and specific policy
can be helpful...
* Surplus means YES!

HEVE FROPEY SECNTS

Lending Policy - Lease Doc

« A Lease Doc facility relies only on the lease income from the
property.

* No need to “show the world”

* Lower LVR, best case 65%

» Interest Rates can range significantly

* Lease needs to have at least 2-3 years

Excellent for those investors with access to deposit but servicing
is not good (e.g. - Retirees)

LEVE FROPEY SCNTS

KKnowIedge Source 16
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Lending Policy - Private Lenders

* More competition in this space then ever before

« Must be in a Company or Company/Trust

* Lower LVR, generally 65%, best case 70%

* Terms can range from 1to 36 months

* Need clear exit strategy

« Interest for term generally payable upfront

* High establishment fees of 2 - 3%

« Can access and settle very quickly

COIIMERCIAL
!&%KE PROPERTY SECRETS

Lending Policy - Development

* Mostly about mitigating risk to the lender

« Pre-Sales or clear Exit Strategy

* Lower LVR's (Lower of 65% GRV or 70% TDC)

* Pre-Leasing any property you are not holding assists

* As a rule of thumb — 35-40% cash contribution of total

development costs

» Lenders look for experience

» Facility fees, rates and costs can vastly differ

COIIMERCIAL
%&%XE PROPERTY SECRETS

Professional Approach

» In Commercial, we must be organised and professional

* You will need

v All your financial information up to date

v Make sure it is clean — no overdrawing / late payments etc

* Use a Finance Broker that understands Commercial

v We deal with all the Banks

v We only tell the Bank what they need to know

COIIMERCIAL
E&%KE PROPERTY SECRETS

| LKOVE
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7. Commercial to
retire on

COFRIMERCIAL
PROPERTY SECRETS

\\

Disclaimer

The notes and material discussed in this presentation are based on the Australian superannuation
and taxation law and are provided on the understanding that they are for educational purposes
only. This presentation is limited in nature and doesn’t cover all aspects of running an SMSF.

WiZDOM, it’s associated entities, employees and advisors exclude all liability relating to relying on
the information contained within. Whilst every care has been taken in their presentation taxation
and superannuation rules are continually changing and ongoing review of the laws is recommended.

General Advice Warning

Any information or advice provided during this presentation is general in nature and does not take
into account the particular objectives, financial situation or needs of any person. The material and
opinions of the presenter should not be relied upon as your personal circumstances have not been
taken into account. We recommended you seek further professional and personal advice from an

B\ N\

appropriately qualified adviser.

LVE SrmERcIAL
/ THROUGH
7 110
100
LVE SrmERcIAL

| LKOVE
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Why invest in property through a
SMSF?

* Increased transparency and control

» Concessional tax rates range from 0% to 15%
» Concessional superannuation contributions
* Strong asset protection

* Investment income and capital gain may be tax-free in pension
phase

« Contribution can be consolidated balances of up to 6 members
* An SMSF can purchase your business premises

COIIMERCIAL
!&%KE PROPERTY SECRETS

SMSF Investment Strategy

* An SMSF must have a written investment strategy and comply with
both the funds investment strategy as well as the SMSF's trust deed

« In formulating an investment strategy (plan), it's important that you
take into account the members retirement plans and keep their
objectives front of mind.

* A compliant investment strategy must consider:
« Risks involved in making, holding and realising assets
+ Diversification
« Liquidity
» The funds ability to pay benefits (lump sums or pensions)
* Whether to hold personal insurance on behalf of each of the members

COIIMERCIAL
!&%KE PROPERTY SECRETS

Business Real Property

Commercial Property is generally considered “Business Real
Property” within the SIS Act.

Definition of “Business Real Property” for superannuation
purposes includes any freehold or leasehold interest in real
property where the property is used wholly and exclusively in
one or more businesses.

Any property considered “Business Real Property” can be
acquired by an SMSF whether it's from a third-party or a
related party (unlike residential property which can not be
acquired from a related party).

COIIMERCIAL
!&%KE PROPERTY SECRETS
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Business Real Property
In-Specie Contribution

In the case of Business Real Property, an in-specie
contribution changes the legal ownership of the asset from
the individual contributing to the SMSF, you may have stamp
duty payable by the Fund depending on the asset (and state
that you are in) and capital gains tax may be payable by the
contributor (as this is a disposal of the asset for CGT)

Section of the State Duties Act

vic Section 41 Exemption

awo Stamp Duties Act 2001 (QLD) No exemption
COFIMERCIAL
rIIEkL(:sxFE PROPERTY SECRETS

Borrowing Rules in SMSF

Generally SMSF's trustees are prohibited from borrowing
money, one exception is Section 67A (SIS Act);

* The borrowing must be a Limited Recourse Borrowing
Arrangement (LRBA)

* Must be held on trust (special holding trust)

* Must be a single acquirable asset
» Rights of the lender is limited to the single acquirable asset

* LRBA can be bank funded or via a related party arrangement

COIIMERCIAL
PROPERTY SECRETS

1 IPVE
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Borrowing Rules in SMSF

Generally SMSF's trustees are prohibited from borrowing
money, one exception is Section 67A (SIS Act);

* The borrowing must be a Limited Recourse Borrowing
Arrangement (LRBA)

* Must be held on trust (special holding trust)

* Must be a single acquirable asset

* Rights of the lender is limited to the single acquirable asset

COIIMERCIAL
PROPERTY SECRETS

1 IPVE
REALESTATE
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Borrowing Rules in SMSF (Cont)

* The asset under an LRBA must remain the original asset and
any improvements/additions must not change the asset to
the degree that it would be considered a replacement asset

» Borrowings can not be used to improve the asset

* When the LRBA is fully repaid, the SMSF has the legal right
for the asset to be transferred from the Holding Trust to the
SMSF.

* LRBA can be bank funded or via a related party arrangement

HEVE FROPEY SCNS

Borrowing Rules in SMSF (Cont)

Bank Funded LRBA

*« Commercial LVR's can be up to 75%, but most lenders are 65%

« Interest rates are generally higher than what can be achieved outside of SMSF

« Can have additional bank application and legal fees — Guide $2-3K plus
valuation cost to be paid by the SMSF

Related Party or Member Funded LRBA

» Superannuation law allows your SMSF to borrow from a related party

(this includes YOU or a related entity of yours such as your Bucket Company)

* Loan must by on “commercial terms”

« ATO has safe harbour guidelines that you can follow to ensure the terms will
be considered arms-length.

11 COFIMERCIAL

REALESTATE PROPERTY SECRETS

The Structure Required when using a LRBA

Custodian Trustee

SMSF receives the

S’V:;szs:'al rent and pays the Custodian Contracts on the
mortgage and Trustee Property
Trustee 8ag e

Company expenses

Lease to be

Aﬂi .
SMSF Borrows under a LRBA " 'l

Self Managed Fund drawn in the
name c?f the Lender takes
Custodian security over
the property
Holding/are Trust
COFIMERCIAL
FIJE/L&L(E‘SXTEE PROPERTY SECRETS
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LRBA Tips and Traps

« Always seek professional financial advice in advance

+ Lenders will most likely require a “Financial Advice Certificate”

* Be “market ready”

N TR

* Make sure the structure is right and correct name on contract

* Remember the Single Acquirable Asset Rule

* Must maintain the integrity of the original asset

* Need to appropriately document the transaction to avoid “double duty”

« Trustee needs to consider the personal risk insurance needs of the

members
COFIMERCIAL
rleLAE:SXVEE PROPERTY SECRETS

\\

Lets consider an example

Clark and Lois have the following position

Both are 50 yrs of age.

Looking to retire at age 65 at the latest but preferably age 60.

Looking for a retirement income of $120,000 (50% coming from Super and
the other 50% from outside of super investments.

Earning combined income of $180,000 plus super (10.5% = $18,900)

Have sufficient cashflow to make additional contributions of $11,100 per year.

Combined superannuation of $500,000 earning on average 8%.

Current superannuation fees of 1% (on average 0.90 to 1.15%)

Considering setting up an SMSF to acquire a Commmercial Property.

HEVE FROPEY SECNTS

EER SN\ \

\\

Example - Commercial Property

Multi Tenancy Commercial h: -
Purchase Price - $875,000
Total Rent - $65,000 ($1,250/wk)

3 x Tenants with long leases

Anchor Tenant - Dentist

4% yearly rent increases

LEVE FROPEY SCNTS

BN SN\ \

| LKOVE
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8. Professionals Masterclass:
Legal Aspects of Commercial Property

KKnowIedge Source 27 IREIA-\LOESXTEE
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8. Protecting your
Commercial Asset

COHRIMERCIAL
PROPERTY SECRETS

\\

What is Commercial Property?

* Is there any legal distinction?

» Any property other than residential property

» Notable exceptions - retirement villages, home parks

7

COIIMERCIAL
PROPERTY SECRETS

EET. N\ \

1 IPVE
REALESTATE

7, Commercial vs Residential
Property

» Residential - Investment in basic need for shelter

/ « Commercial - Investment in business activity

LiovE SOmERCIAL
KKnowIedge Source )8 IREE':SXTEE
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2 Types of Commercial Property

+ 3 Main categories

7 + Retail '
« Office
+ Industrial - factories, warehouses
COlIMERCIAL
LEE'?SXE PROPERTY SECRETS

Why invest in Commercial

\\

Property?

» Generalisation

* Residential- potential for capital growth

« Commercial- higher rental yields

A
iy

HEVE FROPEY SECNTS

AT N\

Why invest in Commercial
Property?

\\

Higher returns Longer untenanted periods
Control rent increases More vul to i
Longer lease periods Can be lower capital gains
Ability to pass off more expenses to tenants Value depends on the tenant

Flexible uses- adding on mezzanine levels, different More skill required- understand business risk of the
layout can increase rent tenant

LEVE FROPEY SCNTS

AT N\ \

| LKOVE
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COHIMERCIAL
PROPERTY SECRETS

Purchase Process

COFIMERCIAL
PROPERTY SECRETS

\\

Process Chart

. M

COIMERCIAL
PROPERTY SECRETS

ETN TSN

Common Metrics

- Capitalization Rate (Cap Rate) = Net Income/Price

» e.g. Price of Property = $2.5M Sar Rare
. Net Income = $180,000 m
. Cap Rate = 7.2%

* Determines price

+ 10% Cap rate — Price = $180,000 = 10% = $1.8M

- 8% Cap Rate — Price = $180,000 = 8% = $2.25M
+ 5% Cap Rate - Price = $180,000 + 5% = $3.6M

N NN

LGV RS ESS

KKnowIedge Source 30
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Cap Rate

What does it tell you?
« Cap rate falling — value goes up — market heating up?

N NI

« Historical Cap rates may indicate trend on where values could be
heading

+ Compare Cap Rates for similar property in similar location - indicates 1
has higher ris

* Age of property
» Tenant mix S48 Rare

* Length of leases Varye
» Economic fundamentals
LVE RSPeR CHeS

% .
Z Common Metrics

/ * Weighted Average Lease Expiry (WALE)

7 » Metric to measure the risk of a property portfolio going vacant

« Used for multi tenanted property

e 7 T

$65,000 0.794 (65,000/180000 X 2.2
2 35 $45,000 0.875 (45,000/180000) X 3.5
3 4.6 $70,000 1.789 (70000/180000) X 4.6
$180,000 3.458
COFIMERCIAL
rIJEkL(:SXTEE PROPERTY SECRETS

\\

Common Metrics

* Long WALE indicate larger tenants eg govt departments,
multinationals, good corporates etc

N

* Shorter WALE generally smaller businesses

* Long WALE indicates less risk of vacancy

* Major anchors —eg Woolworths may skew

the WALE upwards.

LEVE FROPEY SCNTS

| LKOVE

4
kKnowIedge Source 31 REAL ESTATE



CO'MERCIAL
PROPERTY SECRETS

What does a lawyer do in the process?

2 main tasks
« Technical support-documentation and compliance.

« Risk management- due diligence process, searching,
lease reviews, settlement processes.

Live commenciaL

Conditional vs Unconditional
contracts

» Unconditional contract = Locked in position.

» Conditional Contract = Ability to terminate.

LVE ey oA
Managing the Deposit
* Break it up - Initial and balance
* Negotiable - Not 10%
* Time to pay — not on the day
7
LVE ey oA
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7
Z The Contract of Purchase

/ + Buying entity + Body corporate/ Owners corporation
issues
/ » Finance
+ Proper disclosures provided
* Building report
+ Correct conditions
+ Due Diligence
» GST- going concern? cou*%{'m
X
ER L
VE ROt RCha

7 Watch the Fine Print
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Due Diligence

proee 1IOVE 0.
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Due Diligence

+ The Lease

» Financials

+ The building ( physical inspection, maintenance issues etc)

« Compliance (town planning approvals, use, etc)

LvE comCIAL
The Lease

C ial L diff t t idential |
ommercial Leases are very different to a resiaential lease LEA;F‘F‘NT
+ Retail v Other Commercial lease \ AG“EE

* Retail shop legislation varies across the country

» Rebalancing the landlord / tenant relationship especially shopping centres

» Process to establish leases - tenants can terminate if not followed

+ Process to renew leases and resent rent

+ Gross Rent v Net Rent Leases

Turnover Rent

HEVE FROPEY SECNTS

The Lease

Lease covenants (clauses)

SE
LEA ENT

* What security is on the lease - bond, personal guarantees \ o
\ AGREE

* Rentreviews

+ What outgoings included

+ Maintenance responsibilities

+ Use - proper licensing and approvals obtained

* Insurance

+ Landlord’s property v tenant’s property
*+ Rights of first refusal

LEVE FROPEY SCNTS

| LKOVE
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SN\

The Lease

Air-conditioning requirements - temperature control

Obligations to redecorate

Environmental impact industries - remediation works

Car parking - can increase income
Demolition rights

Relocation rights

Li2ve goMsmmowL
Financials

1 IPVE
REALESTATE

L SN\

+ Check the Property income - rent v expenses

+ Check the rent roll to confirm income and expenses

+ Check the bond and personal guarantees - make sure they reflect the lease

COIIMERCIAL
PROPERTY SECRETS

EEN TSN N0

Financials

+ Expenses of the Property

Rates

Water

Land tax

Building insurance
Common area lighting

Common toilets maintenance

Air-conditiorm 15 1U1 LUl
areas

Garden maintenance
Security
Property management

Pest control

LIV R acak
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The Building

+ Building and pest report

« Body corporate records searches

SN\

» Maintenance records - air con, fire safety, lifts etc

« Speak to the tenants to find out building issues

«  Watertight

HEVE FROPEY SCNS

\\

Compliance

« Compliant uses of tenants?

+ Classification of Building

Mezzanine level approved - other structures approv w
Environmental impact industries? Petrol stations

COMPUIRNR
Signage licences?

Title encumbrances - easements other covenants?

HEVE FROPEY SECNTS

AN SN\

\\

Settlement and Post Settlement

« Settlement calculations to adjust rents

+ Collect bonds/transfer bonds

Notice to tenants of change of ownership

Budget yearly outgoings

Engage property manager

LEVE FROPEY SCNTS

EERNN. S\
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Contact Us

~=
PACIFIC LAW

Qld-Calvin Kong

calvin.kong@pacificaw.com.au

NSW - Andrew Kleiman

andrew@pacificlaw.com.au

Vic - Lewis O'Brien

Lewis.obrien@pacificlaw.com.au

PH: 1300 151 651
www.pacificlaw.com.au

LIV ROk
KKnowledge Source 37 II'\’EIA-\LOESXTEE



CO'MERCIAL
PROPERTY SECRETS

KKnowIedge Source 38 I!eEk(Lv:SXTEE



COHIMERCIAL
PROPERTY SECRETS

9. Creating Opportunities

KKnowIedge Source 39 IREIA-\LOESXTEE



CO'MERCIAL
PROPERTY SECRETS

9. Creating
Opportunities

COFIMERCIAL
PROPERTY SECRETS

\\

Opportunity - Growth & Uplift

« Zoning

« Opportunity
- Construction

« Subdivision

« Strata

HEVE FROPEY SECNTS

EET. N\ \

\\

Opportunity - Growth & Uplift

* Zoning

* Know what you can do in
your zone

* Zone Borders
* Terminology V Compliance

* Buying right and uplift to
higher use

LEVE FROPEY SCNTS

EET. N\ \
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« Opportunity
* Work with tenants

/ * Know what the area wants -
deliver it
* Educate people into what will

benefit them - maybe shifting
them

* Relationships - talk to people

1 IOVE
REALESTATE

2 Opportunity - Growth & Uplift

COIIMERCIAL
PROPERTY SECRETS

\\

Where to next:

* Gather information on tenants

B\ N\

« Gather information on vendors

» Gather information on property
» Gather information on town

» Gather information on Trades/Team

1 IPVE
REALESTATE

COIIMERCIAL
PROPERTY SECRETS

2 How he did it:

/ * Assess the IM Provided

/ « Assess Strengths / Weaknesses

/ * Complete Risk Analysis
« Eventyv likelihood
Eg. Lose 1tenant = still positive cashflow
Gain 1tenant = Higher cashflow & value uplift
* Assess likelihood

TOTAL RENT PER MONTH. $7843 74 95T nchsve

1057 Companant - $712.35)

¢ Assess HOW W_M_mm
* Strategy — negotiate lower purchase price o o818 k4T
LEVE ey oA
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Gettlng it done

» Actions .
Engage Builder to install dividing wall between &
shop1&2

« Engage Builder to install Universal Access
Toilet Facilities

Attended town, walked streets and door
knocked business'’s looking for space

Letters to prospective tenants/referral points
Renegotiate leases & lease terms

Leased to 2 new Tenants

KEEP
CALM

AND
GET THE JOB
DONE

OVE COFIMERCIAL
REAL ESTATE PROPERTY SECRETS

_‘\\\ AN\

2 Valuation Numbers Now

« Yield = Net Income / Purchase Price x 100

/ « From New Income example: Net Inc = $138,791 p.a.
« Asking Price = Net Income / Yield x 100

* 1f 9.9% Yield (Valuer) :
« Value or Potential new Price = $138,791 + 9.9% = $1,401929

REAL ESTME SRng#VESREgl!QEAT%
Strata Opportunit
7 pPp y

Strata or lease in smaller pieces PLATINUM

* 3 Tenancies on one strata
title

)+ Separate water and power

+ 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

LVE PROFIT Est. $400,000

B SN\
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Strata — Sell some hold some

;" Unit 1
% Long term lease -5 x5 x5
” ¢ Annual 3% increase
* Rent review end of year 3
Incentives — 4 months rent free and Fiber
7473.52 m2
' Factory space - $100 pm2 - Office - $250pm?2
Lease $ 107k p/a + Out goings + GST

Total costs $1,731,850
Unit 2 - owner occupier Less sale $1,200,000
Purpose built and sold Balance S 531,850
$1,200,000 + GST Return ($107,000/$531,850) 20%
Value on Unit 1 (107,000/.065) $1,646,153
1 IOVE COfIMERCIAL
REALESTATE PROPERTY SECRETS

Commercial Strata Opportunity
» Asking Offers over
7", $530,000

*9 Secure Tenancies
in place

N\

B N\

+1,012 sgm

* Onsite Car park and
amenities

* Solar Power

* Regional Property COMIMERCIAL

118
REALESTATE PROPERTY SECRETS

ommercial Creative Strategies

* Buy as one, Sell separately, create new air rights title,
7", enhance signage, solar.

Extended settlement, 5
months, to enable us to
renovate and sell off
before we paid for the
property.

Renovated, Marketed and
Auctioned in 12 weeks.

$400,000 profit and
$1,000,000 value in air

| LKOVE
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Other Strata Examples

Car Parks - How much do you need and what are they worth?

LVE e oA
7 :
, Breakout Rooms - 10 minutes
7 » Discuss your next deal:
* What zone do you want to work in?
* What use do you want to offer?
* What incentives will you use and why?
LVE ey oA
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10. Your Next Deal
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10. Your Next Deal

COEIMERCIAL
PROPERTY SECRETS

2 Scope - lets do It together

/ * How to create your buyers brief
7 » Complete the checklists per section

* Complete your buyers brief —

» Pull all the check list info to one last page
* know what this allows you to do

* Know how to deliver your buyers brief

L SO ERCIAL
7
/
/ °
7 Questions?
LV SOERCIAL
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