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Hello! Is there anvbody listening??

It never ceases to amaze me, the new industry so-called do-gooders, whom through various reasons try to re-
invent the management rights industry. As Col Myers points out in the May edition of Resort News, Queensland
has a 25 year start on the other states and has industry legislation that covers management rights in its entirety,
the ‘Body Corporate and Community Management Act 1997’.

Various emails, SMS messages and letters cross my desk on a weekly basis, the majority with harebrained ideas
on how to fix the industry. All this correspondence of one sort or another are from newcomers to the industry or
part time brokers, some even still working their own building and trying to gain credibility in an industry that
requires 24/7 full time dedication to all the Vendors. New valuers continually ring and obviously, the rest of the
commercial market has dried up, these newcomers fail to understand if it's not broken then it doesn’t require
fixing.

NSW management rights certainly has its minor problems since the change of legislation in 2003 regarding the
length of a management agreement. However we have personally sold and settled 5 management rights in NSW
this year, all with varying lengths of agreements. The 10 year agreements are certainly more difficult to finance,
the commercial decision to purchase requires sound financial advice.

Not all buildings are suitable for the caretaker model and there are many that have caretaker agreements where
the owners would like to remove the manager, but these are few and far between.

There is no argument that a national strata scheme should be implemented to cover management rights and the
term of these agreements should be one state covers all and some will argue that the ability to top up
agreements should be an automatic clause subject to no breach in duties.

If the decision is to purchase management rights in Queensland or NSW or other states or territories, we work
with what legislation we have and get on with life. The merchants of doom, who | believe are politically incorrect
to the disadvantage of the majority of the industry should leave the industry before all are tainted with the same
insecurity they have.

A recent email that was circulated by an industry stakeholder that could and may be read as defamatory,
mentioned the history of a particular building in NSW, the information stated is misleading and is in fact incorrect.

The opening header, ‘Hello! Is there anybody listening??’ is aimed fairly at the industry dissidents who should
keep their personal gripes to themselves and stop muddying the waters.

With in excess of 300+ successful settled sales by the team | work with, totaling many hundreds of million dollars
over many years, we struggle to come up with a handful of industry disappointments. The management rights
industry is a commercial reality that works in one way or another in all states and will continue to improve on a
year by year basis without the industry doubters.

If you are a current vendor or intending purchaser talk to your industry achiever, professional broker, lawyer,
accountant, banker and valuer. Check out the credentials of your industry contact, assure yourself that they are
not industry part timers, ask for a list of testimonials or referrals to back up their performance required. And yes
we are all listening to your concerns, and handle them on a one-on-one basis in the strictest of confidence.

| suggest we get on with the designated task assigned to each industry professional, who will then diligently
complete within their duty of care on a full time basis. The remainder of the part timers and doubters should exit
the industry.

Jake Clarke
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The MRSales team have FREEHOLD STUDENT ACCOMMODATIO
. 87 Thorn Street Ipswich
moved officel!... Receivers & Managers appointed

Ideally situated close to university

x 41 freehold apartments, the majority fully furnished, comprising of 128
lettable rooms, each with own ensuite and shared apartment facilities
Lots 1-41 on SP175514. Land area 6,748m?

Strata titled, CMS in place, currently held in one line

Offering includes 3 bedroom managers apartment and office/reception
600 metres to University of Queensland, Ipswich and within easy reach
of hospitals, transport, entertainment and RAAF base Amberley

x Currently operated under professional management by ‘UniRez’

X X X X

For Sale by Offers to Purchase
closing 5pm Friday 16™ July 2010
and are now located at

* under instructions from
. Robert Hutson and Ginette Muller, Chring Pty Ltd (Receivers
Suite 1 Ground Floor and Managers appointed)! /| b MHH Toy T (H
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3458 Main B.each Parade M VR Jake Clarke 0418 663 661
Surfers Paradise Qld 4217 B Saleg Warren Oliver 0416 216 625
Management Rights - -Hesorts info@mrsales.com.au

If you are in the area, please feel free to pop in
and see us any time!

www.mrsales.com.au
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Do not forget your option

The actual length of the term of a management rights agreement can be expressed in two very different ways.

Some agreements are simply for a set term (ie ten years from 1 June 2010 to 31 May 2020). If that is the case, the term is
set for that period. There is nothing more that you need to do to secure it.

Other agreements are drafted as a term with an option (ie five years from 1 June 2010 to 31 May 2015, with an option for a
further five years from 1 June 2015 to 31 May 2020). There are obvious variations to this — it could be a ten year term with
three additional five year options, or a three year term with a three year option —the combinations are endless.

What is most important is that if you have an agreement with an option clause, you must know what is needed to exercise
it. If you fail to exercise an option, your agreement will come to an end. It is as simple as that.

It is very rare to see an agreement where an option clause is exercisable subject to the approval of the body corporate. It is
normally exercisable solely at the discretion of the resident manager. Normally an option clause will simply provide that if
you give notice to your body corporate by a certain date then the option will come into existence. In this case, there is no
further approval needed from the body corporate or the committee.

Making sure you physically exercise the option by the date required is critical. Normally no one will remind you. If you
forget to exercise an option it can leave you in a very difficult position with your body corporate, as it is more than likely
that the only way to then deal with the issue is at general meeting with the approval of owners.

Moral of the story? If you are not sure, get your agreements out and have a look at them. If you are still not sure, ask us!

For further information and any management rights enquiries, please contact Frank Higginson on (07) 5504 9999.
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EATURED LISTIN

- Fully Integrated Holiday Resort

Established business, would suit
partnership or ‘badged’ operator.
Licensed café & bar, tour desk,
conference facilities & day spa

Nett Profit $612,836
Asking Price $3,585,000

2 S3aGSNYy {e&RySe
rentals + serviced apartments in
popular business district, growth
available for active operator. Mix of
1, 2 bedroom & dual key apts.
Nett Profit $723,586
Asking Price $3,968,000

NSW North Coast Holiday
Dual keyed apartments in highly
sought after location with excellent
repeat clientele. Long agreements
(management & letting).
Nett Profit $388,219
Asking Price $2,250,000
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The State of Play

I wonder what theyodére putti
? The managing director and | have just spent a week at
Mai n Beach in one of those

She shopped and | worked. The whole experience started
with the reservation process. Very friendly, personalized
service and a great rate.

Can we have some friends stay a couple of nights ? Yes,
no probl em. Addi tional
the tariff. We then received a subsequent email a few days
before arrival which outlined the check in process and
wished us a happy stay. Upon arrival the reception and
check in staff greeted us warmly and appeared to be either
under the influence of happy pills or genuinely pleased to
see us.

The resort appeared well presented, very clean and tidy
and run on a friendly yet professional basis. Our room was
clean, well laid out and equipped with some thought for the
day to day comfort of guests. After settling in we went for a
wal k around the resort and
weird. The grounds staff and service people on site were
just as friendly and relaxed as the reception staff and
seemed genuinely interested in ensuring our stay was a

pleasant one.
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Talk about a revelation. If one corporate managementrightsoper at or can achieve this sort of e
they all ? I know youldare omornpdeerrdtnegy omhd rceht qpraritdncur ef erring to.
suffice to say, we had a very fresh stay.

Maybe itds a Gold Coast thing. I't seemed no matter where we w
service orientated. Our friends from country Queensland who stayed a couple of days with us commented several times on the
positive demeanor of staff that they encountered across the h
whatever it is, | hope itds a growing trend. Maybe it just takes a GFC
part of the business, the customer.

Thereds another trend | édm picking up across the dheeceamsdabat i on s

some real confidence returning to the management rights and motel sector in the form of improving yields and greater numbers
of serious buyers looking for properties. | think most potential purchasers realize we are coming off the bottom with values
firming and increasing sales activity likely to further firm up demand and future capital growth. The lenders remain reasonably
keen to lend to the sector and it appears that the worst of the stressed asset problems are behind us. Of course, as | recently
pointed out in this esteemed publication, | suspect most forced asset sales are more about stressed borrowers than stressed
assets.

Oof cour se, as in i fe, itods not al | good news.
worries with Spain are of no concern here in Oz, think again. Things like concern over sovereign debt and the need to bail out
whole countries can have a rather unhappy ripple effect.

I couldndét help noticing onothenc&E@stosboth @BA farfd ANZpnrredasios to the cost of vholgsalé
foreign debt. As | have pointed out in this column previously Australian banks raise some of the capital they use to underpin
domestic lending via foreign debt markets. Nothing spooks that market more than international economic dramas and as most
bankers will tell you the general mathematical rule is : Spooked = Increased Perceived Risk = Higher Cost of Funds.

In other words, if the international wholesale markets get another case of the jitters you can expect to pay more for domestic
debt, particular commercial loans.

The lenders, bless their souls, have numerous pricing devices that allow the increasing cost of funding to be passed on to the
borrower. So, while your margin may not change, your base rate quite likely could. The best defense strategy for avoiding being
caught in the smoke and mirrors of wholesale cost of funds, internal bank transfer pricing and risk weighted cost of capital is to

have a transparent commercial loanintere st r at e mechanism from the get go. I
away all the trade secrets.
In the meantime, as they say on the Gold Coast MkePhipps

Phipps Finance Pty Ltd
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