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Happy Days Are Here Again….. 
“So long sad times, go long bad times, we are rid of you at last”.  How these lyrics reflect the start of the year 2010. What a 
predictable start to brisk business - motivated Vendors and commercially thinking Purchasers! This start brings back a 
Management Rights mini boom with excellent enquiry resulting in quick transition to contracts. 

There is no doubting the simple formula of a committed seller and a dedicated purchaser resulting in a settled sale.  We have 
all heard this before and it really does happen, as simple as 1, 2, 3 - as long as the pre-sale preparation and purchaser 
qualification is the number one priority. 

Some in the industry may now be thinking if this is all that is needed, and is result producing and it works for the majority of 
industry professionals, why share the winning formula? Good point, however  if all vendors preparing to go to the market are 
as dedicated as the majority of professional brokers, the industry will only benefit from more settled sales and constant 
multipliers or as the Valuers say “years purchase factor”. There are really no secrets being told just simple commercial reality.   

1. An Accountants up-to-date Profit and Loss showing the Nett Operating Profit for the 12 month period   

2. A valuation on the managers real estate component of the sale (no older than three months) 

3. Commercially sound Agreements along with the Deeds of Variation and Assignment if applicable 

There is no secret here, as stated as simple as 1, 2, and 3.  

I have looked at various listings on web sites and in hard copy advertising, portraying quality locations and idyllic lifestyles 
with that “this is too good to be true” script. Eventually the Vendor runs out of patience, rings the industry professional with 
the proven track record and asks “why haven’t I sold?”.  Step 1 - the current Profit and Loss! So you have never had one 
prepared because the advertising will bring us a buyer and then we will prepare the Profit and Loss. Oh, you had an 
inspection however the intending purchaser wanted to view your profit and loss!  No need to worry about steps 2 and 3, the 
intending purchaser went elsewhere.   

Next scenario.  We are happy in principal with your professionally prepared current Profit and Loss.  The Managers residence, 
current RP Data shows you paid $350,000 two years ago, you are currently asking $625,000.  The last sale 3 months ago 
shows the sale of an apartment similar to the managers, sale price $410,000 - so much for step 2. We eventually get to step 3 
- so you forgot to take your next option up on your Management and Letting Agreement and the Body Corporate chairman 
thinks you have two heads? 

Without boring all the current Management Rights Vendors any further, the selling broker of your choice requires your full 
commitment to selling. Any broker who tells it different, is not giving you the Vendor, the intending Purchaser or the 
Management Rights industry the due credit or respect as one of the most popular and commercially sound businesses this 
country can offer.  

The simple formula of 1, 2, 3, applies to intending Purchasers as well; 

1. Decided (preferred) location and type of management rights  

2. Careful selection of industry brokers, Lawyers, Accountant and Financier 

3. The urgency to look today and purchase tomorrow attitude  

Scenario 

We like the building and Surfers Paradise is a lovely location but we really need a high rise located in Noosa. Our family 
ǎƻƭƛŎƛǘƻǊ ƻŦ ол ȅŜŀǊǎ ŀƴŘ ǘƘŜ ŦŀƳƛƭȅ ŀŎŎƻǳƴǘŀƴǘ ǿƛƭƭ ōŜ ƭƻƻƪƛƴƎ ŀŦǘŜǊ ƻǳǊ ŀŦŦŀƛǊǎΦ  ²Ŝ ƘŀǾŜ ŘŜŎƛŘŜŘ ǘƻ ƭŜǘ Ψ5ƻŘƎȅ DǊƻǳǇ CƛƴŀƴŎŜΩ 
arrange our loan as they can get us a loan based on 80% of the purchase price. 

When we find the perfect waterfront management rights that ticks these boxes; 100% investors, 25 year agreements, no 
office hours, holiday building with 97% occupancy, 60 apartments in the rental pool @ $350 per night net to property we will 
be ready to purchase. 

Need I say more? The 1, 2, 3 rule failed to work here as did the part time broker with little or no qualifying skills.  Maybe 
there is a ‘secret to success’ as only a handful of professional brokers adopt the 1, 2, 3 principal. 

Jake Clarke 
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Knowing your management rights agreement 
by Frank Higginson, Partner 

Welcome to the new decade! 

A recent supreme court decision in New South Wales has cast more legal 

light on the issues surrounding options in management rights 

agreements and what constitutes a default. While this decision is not 

formally binding in Queensland, it will be very persuasive. 

The situation was that a resident manager had an agreement for a five 

year term with a five year option. Exercise of the option was conditional 

upon the resident manager complying with the management agreement 

during the term. 

The litigation related to whether compliance had occurred, and whether 

the exercise of the option was valid.  

The good news for resident managers is that the decision confirms that 

trivial breaches of management rights agreements are not ones that 

courts will generally allow to bring an agreement to an end. It was held 

that this was ‘necessary to avoid the absurdity which would otherwise 

flow from a wholly trivial default nevertheless depriving a party of a 

significant commercial benefit.’ 

While this was found with respect to the exercise of an option in this 

case, we believe that it applies equally to threatened terminations. 

Minor breaches should not lead to termination. What constitutes a 

minor breach is always going to be a question of fact and degree. 

The bad news was that, amongst the myriad of allegations made by the 

owners’ corporation, it was found that the resident manager had not 

complied with the management agreement in one singular respect, 

which related to the completion of annual common property audits 

(which is a rather unusual duty in itself). As a result of this the court 

found that the management agreement had not been complied with and 

as a result the exercise of the option was not allowed. This was despite 

the fact that the owners corporation had not complained of the failure 

to perform this duty at the time.  

So what is the lesson here? 

From a resident managers perspective it is simple – know your 

agreement, and do what it says you must do. Failure to understand your 

role can quite clearly lead to catastrophic consequences. 
 
 

FEATURED LISTINGS 

 
Quality holiday accommodation in the 
centre of Broadbeach, walk to shopping, 
beach, restaurants & Casino. 2 bedroom 
managers apartment, resort facilities. 

Nett Profit $179,700  Price $1,278,000 

 
Waterfront holiday building with spectacular 
views, close to major shopping centres. Long 
agreements, large office attached to 2 
bedroom, 2 bathroom managers unit. 

Nett Profit $200,400 Price $1,492,000 

 

Southern Gold Coast 4 star holiday resort, 
freshly painted. Walk to Twin Towns, 
restaurants & across the road to beach & 
surf club.  2 bedroom managers apartment. 

Nett Profit $359,000  Price $2,444,000 
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Another year is well under away and to this point, there are a 

significant numbers of positives. 

Despite the magnitude of rain in early February, the school 

holiday period was dominated by blue skies ï a far reach from 

that of two years ago where tourists were checking out early due 

to frustration associated with the inclement weather.  

The Aussie dollar has climbed onto the greasy pole in 2010. A 

continuing downturn in this regard will hopefully minimise the 20% 

of Australian residents who elected to holiday overseas in 2009.  

Governments are starting to plough some serious coin into 

the Australian tourism market which we all hope will generate 

a greater inflow of international tourists. 

And most agents are reporting strong enquiry, some even 

acclaiming the start of 2010 to be the busiest ever. What is 

refreshing is many of the potential buyers are making their debut 

in the Management Rights industry, an element which has been 

missing in recent years.  

Those four óexternalô points alone are strong positives for 2010 

and should delight those who have invested into the 

accommodation sector. 

Internally, it remains imperative that Resident Managers maintain 

vigilance over their trading performances and use the historical 

information of years gone by to make accurate assessments on 

where the business is heading. While the majority of time is spent 

óworking in the businessô, managers must dedicate time to 

óworking on the businessô. If the task of reviewing and 

understanding financial information is either a burden or proving 

too complex, please, I encourage you to seek the support of a 

trusted industry advisor ï generally your accountant.  

Those astute professionals will quickly and accurately advise 

profit margins on core income streams like cleaning, internet  

services, pay television etc etc.   Maybe your cost to unit owners 

in this regard is below average, or maybe you are paying too 

much for these services. A tweak on either of those factors can 

have a dramatic impact on your profitability. Multiply that out by a 

óbenchmarkô five times and I hope you are seeing the beneficial 

flow-on effect. 

Similarly with your Management & Letting agreements, far too 

many try and play the óbush lawyerô and dedicate too much 

energy to dealing with the Body Corporate battlefield. Quick 

escalation of your issues to a recognised industry lawyer will save 

pain and heart ache, and permit better utilisation of your time in 

managing your complex. There are an enormous number of 

stories circulating around the Management Rights industry about 

Resident Managers clashing with Body Corporates. I question 

how many of those disputes are a result of managers playing the 

óbush lawyerô in a bid to save costs. Personally, I believe your 

personal brand is worth protecting and early advice on clauses 

contained in your agreements will go a long way to protecting 

your personal brand and not allow relationships to go past the 

point of no return. 

Same song, different verse in regards to financiers. All I will say in 

that regard is that the good times attract fair weather sailors ï 

those who enter the market in the glory times. When the weather 

turns nasty, inexperience becomes evident and at a time when a 

borrower can least expect it. Your lawyer, accountant and agent 

will be the best people to discuss and recommend industry 

proficient bankers. 

Best wishes for a healthy and successful 2010. 

 
Peter Child 
Senior Business Development Manager 

 

 
 


