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NEVER LET IT BE SAID -
‘I TOLD YOU SO’

Here it is May 2009, half the year nearly gone and
as busy as ever! Quality management rights are
selling regularly at market prices very close to 12
months ago. As a noted professor often said, “Why
is it so?”

As I predicted in the January edition of Resort News
in the Into the crystal ball I gaze article, the
management rights industry is alive and kicking.
Quality stock with repeatable net profits are selling
as they come to the market. Cashed up buyers are
taking advantage of record low interest rates.

At a recent seminar I attended, a banker suggested
at what time do we look at locking in these rates?
Refinancing is prevalent with some vendors doing
exactly that - refinancing, putting a manager in
place, having a well deserved break and retaining
their ‘cash cow’. An existing vendor dropped in to
the office for coffee last week, picked up the March
edition of Resort News and read the article ‘A
Management Rights World of Opportunity’. To
quote his words: “I called in to talk about selling,
however if this article is a true assumption of the
industry I have changed my mind.” After further
examination of his prepared profit and loss, he
decided we should find him another acquisition to
add to the family portfolio. We were happy to
oblige.

Certainly the bottom end of the market, the lower
net profit and higher real estate management
rights, are now more difficult to finance and yes - it
is fact that mid range permanent letting
management rights are hot property. Some
industry spruikers still talk doom and gloom but
contact the industry
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recognised lawyer, accountant, financier and
valuer, they will tell you a different story. The
industry is very busy.

Have a think about valuations and valuers - the
valuer can only do their report based on fact. If
there are no sales in current times to support the
contract prices, we will find valuations will be down.
However, always remember in the top end of the
market a proportion of sales are not subject to
finance, hence no valuation and no bench mark for
the valuer.

We are aware of contracts at 5.25 - six times
multiplier regularly occurring, naturally at the top
end of the market. No doubt a market not for the
faint hearted commercially, however a wonderful
return on investment.

Life goes on, and with diminished returns in shares
and the like, management rights, both for the
lifestyle choice on the less expensive end and
commercial investment on the larger net profits, all
goes well for this industry to be among the first to
climb out of the economic gloom.

A little advice for vendors: fully prepare your
management rights for sale if contemplating selling.
A professional industry accountant’s report, sound
advice from your industry lawyer and, of course,
seek recognised industry broker assistance. Follow
the steps needed to prepare your business for sale.
List at market price nurtured to show vyour
management rights’ point of difference. Patient
industry-savvy purchasers are waiting for the
management rights that tick all those boxes.

We all live in the hope that the next six months in
our industry continues to follow this upward trend.

Jake Clarke

Motel Style Holiday Resort
Excellent repeat & drive by market, Ideal location on Broadwater canal, Permanent complex, popular rental
great location opposite Broadwater. own beach & jetty. Suit first timers or area, large freestanding Managers

Ideal to run under Management.
Nett $314,000 Price $2,300,000

Excellent Lifestyle Opportunity

semi-retirees. Easily managed.
Nett $117,000 Price $925,000

Will Trade for House/Unit to $700K

residence.
Nett $112,000 Price $1,018,000
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WANTED

Permanent Management Rights Priced $1.3 - $2 million
We currently have a Buyer who has just sold his complex and is ready to take the next
step up into a bigger permanent management rights on the Gold Coast. He requires at
least a 2 bedroom residence, no set hours in the agreements and with at least 15 years
left on the term of the agreements.

If you are thinking of selling and think your property might suit, please contact
David Rotheram on 0414 706 600

Management Rights Industry — Valuation Update

In a few words today, I would like to give you my view on the current state of the
market gathered from my recent experiences in undertaking valuations from Melbourne
to Port Douglas and across the top to Darwin. Unfortunately there is no simple answer
as each market reacts to market forces depending on location, style of the property in
terms of its attractiveness to the short term or permanent let market, the strength of
local legislation and agreements between the manager and the owners group, local
economic factors and the skill level of the individual manager to connect with the
market and optimise cash flow return by increasing revenue per stay and keeping costs
under control.

Having said all that, broadly speaking on a regional basis I would say that Western Jake Clarke

Australia, The Northern Territory and Victoria are immature markets which principally 0418 663 661
suffer due to a lack of specific legislation being in place to protect the rights of parties ' 3

and the industry very much relies on the strength of specific property agreements
(normally written by Queensland Lawyers) for protection. The regional areas of New
South Wales and Queensland are all doing it tough in a very uncertain tourism market
going forward. Some say things will be alright, I say it is too early to predict and that
the market is still turning over albeit at reduced sales and occupancy rates. Sydney has
always been very slow for sales, with the market dominated by Meriton who hold
buildings in their own management company meaning the market is very small. My
view is that the next sale in Sydney will not be at the levels achieved in 2007/2008 and
will set the tone for the market going forward into 2009/2010. South East Queensland
being the dominate market for management rights is still ticking over slowly at the

Warren Oliver

0416 216 625

upper end and very quite at the lower end particularly to properties with incomes less
than $200,000 or to secondary locations for the style of property being offered for sale.

In conclusion can I emphasis the positive in that as an industry we still have the support
of the banking sector, and the development of new product will be limited over the next
five years by market forces which sees a reduced appetite for investment. On the flip
side the tourism and corporate markets are looking for real value for money before
buying, which will see reduced cash flow and sale prices to those managers who cannot
market their complex to their target market and keep costs under control.

David Rotheram
In all the work I do I am very much guided by the market which is very much looking 0414 706 600

for real value in an uncertain market where spending is tight and money in the hand is
as good as gold.

This article supplied courtesy of Christopher Kennedy | Senior Director
CBRE Hotels | Valuation & Advisory Services

NEWS FLASH!! NEWS FLASH!! NEWS FLASH!!

Due to a very active month of sales, we currently have Purchasers wishing to
passive invest. All intending Buyers or Vendors looking for a diversified income
and returns between 14-16% (in most cases), please email us at
info@mrsales.com.au to register your interest.

Wal Karlo
0412 200 362
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