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Commercial property Foundation LEASEHOLD
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NAVIGATING WHAT A LEASEHOLD PROPERTY IS




Types of property titles and ownership
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» Freehold 7k A F=#Y

» Group or Strata Title FE&nE 5 2K =4

» Company Title (Much less common) A #]FEA (AKHE W)
» Leasehold Title fH 55774
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Freehold - Torrens title
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Freehold - Torrens ftitle

TK AT — FEAS HT =AY

» The most common is Freehold, also known as ‘Torrens Title’
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» State governments register the ownership of freehold properties, and the owner
has exclusive rights to access and use the property for the entire duration of

owning it
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» Exceptions: are when a property has encumbrances placed on it, such as for
sewerage or other services, by local council or government.
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» The owner only has title to what’s on the surface, anything of value in the
ground under the property is still owned by the Crown.
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Strata Tifle — Group
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Strata Tifle — Group
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» Group or Strata Title.
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» Such properties are a single freehold-titled property which has been divided by
its owner into parts, which are then sold separately as Strata.
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» The strata properties can share common walls, roofs, stairwells, entrance halls
and community facilities.
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» A body corporate is elected from among the strata owners to govern the
collection of fees used in managing the property.
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» Typically Offices and Retail
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Company Title
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» Company Title is less common now, but still exists in some areas.
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» In this setting, a company owns the title to a property which, like a strata,

is divided into units.
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» Instead of buying the title to one of the units as with strata, an investor
would instead buy the appropriate number of shares in the company, and
the existing owners vote to approve or reject prospective new owners.
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Leasehold Title

A

There are many variations of Leasehold
MBEAA IR Z A FRRIE

With Leasehold, the owner of the property leases it out for a long period
of time
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Typically this is 99 years in the case of government-owned land
IR BUFIA BB, R R & 99 4F

[t can be as low as 25 years when the property is privately owned
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Leasehold Title

FH 55 P2 AL

» A Leasehold title, is similar in many ways to a Commercial lease.
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» The lessee pays an agreed amount of rent to the owner, and is also liable for
expenses such as council rates and utilities.
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» In return they are entitled to exclusive access to the property and the right to
use the property for purposes specified in the lease.
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» Leasehold does differ in that the owner is usually not required to perform
any maintenance on the property, or pay for any improvements — all of these
are the lessee’s responsibility. GNIKORy,
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Leasehold Title
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» Leasehold leases can be bought & sold #H %z
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» Unlike normal tenancy leases, under Leasehold the lease can be sold as an
asset in its own right.
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» To compare a normal freehold tenancy, the owner usually has to approve of a
new tenant taking over the lease, and while the new lessee might pay the old
one if they’re buying their business, they don’t have to pay the previous tenant
for the lease itself.
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» With leasehold, however the owner isn’t involved at all and

the lease itself can be bought and sold on the open market.
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Leasehold Title
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Leasehold Valuve: JHE~HUME :
» The value of a lease is a combination of: FHZJ I8 2 DL & 0 ) A1

the market demand for the property, plus #3575 5K
the length remaining on the lease #1ZJ%| 4 KR
the likelihood that it’ll be renewed E ¥ &1 AT RE 1k

whether the owner has any future plans for the property and
b T3 Y A2 75 A AR AT AR R
the amount of rent paid under the lease. R4 2N AT HIHL 4

» The longer and more secure the lease, the more the lease is worth, though in

theory it should always be less than buying the land itself. GNIKORy
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ACT Leasehold

HATEX. (ACT) 5

Australian Capital Territory: ;AXFITFHETHE :

» This is where nearly all land is owned by the Crown and made available through
99 year leases.
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» This was originally devised in order to prevent local landholders from profiting as
their land value skyrocketed due to a modern tax-payer funded capital city being
built next door.
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» The idea was that the lease holders would pay an annual rent to the government,
which would pay for the cost of building the city of Canberra and eventually allow
the government to make a profit.
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ACT Leasehold

BHEMTRIX (ACT) fHE

Australian Capital Territory: HEBMTEIE :

» Eventually though the scheme was modified to make it more similar to the Torrens
Freehold title in other states.
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» The rent was reduced to a nominal amount of 1$,

LB B 22 44 S 1 ¥R,
» Council rates were introduced, and
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» many other early government restrictions on land use were removed.
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» Today there is little difference between the ACT’s leasehold and Torrens de?f
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ACT Leasehold

HAATEX (ACT) H%

Australian Capital Territory: B #4T B

» If you're buying a lease in the ACT, you do need to find out...
QARG AR B E AT B ) SN A 2T, IS/ TN

How many years remain on the lease and also FlZJILH T £ /04

X

Whether the land is encumbered — you may not want to purchase a lease on a
property which will be cut in half by a major new highway in 10 years time.

TS BRI - A LA BN VIR ZITE 10 G R 28T Y e 2 i
T TE 2

» There may also be development conditions placed on the lease which you’ll need

to be aware of. #ILT % | A L) E R AR A
» This is part of the due diligence you’ll have to perform like any property purc‘kl‘ia(%%
v N
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Other Crown Land Leasehold

HittES IS

Crown Land Throughout the States EE T ittiE#H S

» All state and territory governments own Crown land, much of which is made
available through leasehold.
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» Some of this land is for commercial purposes #4325 3 H T i L &

» The majority of it is rural farmland. A KH 53 &R AF L HE

» If you're looking to invest in rural property, don’t assume that its freehold title. If its leasehold,
you do need to find out the length of the lease and any restrictions the government may have
placed on the property — especially if its environmental in nature, such as the need to preserve

native flora and fauna, as these could have a significant impact on the property’s ability to produce
as a farm.
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Other Crown Land Leasehold
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Terminology around the States & FIARIE
» Leasehold in NSW
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and it’s referred to as a Perpetual Lease and Term Lease.

PR 7K ARH G5 AN g 391 AH B

and also offers a hybrid lease on Crown land called a Freehold Lease,
e landholder buys a Perpetual Lease by paying instalments over a

number of years rather than paying the cost of the Perpetual Lease up front.
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QLD Example Leasehold
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QLD Example Leasehold &+ 2% MM A
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PROPERTY OVERVIEW

Address 172 Gympie Terrace, Noosaville Qld 4566

Real Property Details Lot 164 on CP 9074 TL 238031

Tenure Reference 40069061

Zoning Marine and Other Associated Services (gnger
Department of Natural Resources and Mining)

Current Usage Two marine based businesses and moorings

NLA 982m?*

Site Area 982m?*

Property Description Leasehold Marina with building and amenities

Unimproved Capital

$110,000.00 as at 30 June 2016
Value

This 982m?* site is leased via the Department of Natural Resources and Mining. There is a

30 vear lease with a right to renew available at 80% of the lease term as per section 157 (2)

of the Land Act 1994 (see Annexure C). The current lease expires in November 2044 and a
new lease application can be submitted from November 2036.

Hhhk 172  Gympie  Terrace,
Nosaville Qld 4566

TEAE N Lot 164 on CP 9074 TL
238031

FE R G 40069061
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110.000.00# 7t
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157 (2) & CHLBHEC) 2537 730 4R oNKORy
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QLD Example Leasehold
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» Information from the IM...
SHALTE (IM) FER

» Note: Current lease is 30 years. They will renew lease at 80% of current
terms... so that’s 24 more years from 2044... and you can apply for this in
2036.

VE: R N30E . AR LS H SR 80% 21 . .... .. I B 20444F 84
244F. ... B0 DAFE20364F Hi .




QLD Example Leasehold - RISKS And CONSIDERATIONS
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Subleasing off crown land considerations: ¥l EA +HE X FW:

» Leasing costs may vary over time, especially if land becomes more valuable- they may charge
you more.
LGRS BT HE 2~ 5 I [8] A SRS 10 A Fr A2 4L, ol e 2R = s AR 1 SE A . — A1 TRl e = Tm) 4
WCECSE 22 B
» Unless there are future government plans for the redevelopment of this QLD Noosa foreshore
- they will most likely will lease with similar terms as in the past.
SRAEBUR ASKA THRI T A B 22 35, 5 AR AR 7T e 2> DARALLIE 26 B Sk EAT AL B
» Noose Foreshore: You need to consider possible restrictions on the leaseback, because they

may need more ferry stops in locations, hours or berthing area- therefore the number of boats
that can be moored may change, or the number of available hours for berthing may change.

Noose i#3E: 1875 =g R BIALEI AT e R, RONATGEEA & . I [R]alds v X 30 b 75 A B 2

ST 5 A — BRI AR R B E v Re s A2, B rT AT B /N EoaT e R AR AL
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Another example of this might be if a property was near an airport- They may need to develop

another runway and may change the terms and the lettable area of the lease. ONIKOR,
A — AT LR, R AR ALY - T TR IR 5 — KM, IR HA '; ?
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Private Leasehold
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» Not all leasehold land belongs to a government.
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» In several states, including Queensland, NSW and Western Australia, private freehold owners
can make all or part of their land available through leasehold.
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» Used when an owner wants to keep the land, as a long term passive investment and doesn’t
plan to develop it themselves, or take an active role in managing tenants.

G =R R O RIS S5 EAMT R B IR R, B 4T 57E S HLRL -
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For buyers, it provides the security of exclusive access to and use of a property but without the
high up-front cost of ownership.
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>  Each state will usually have its own legislation specifying rules governing leasehold arrangements,
and this is something you’ll need to seek legal advice on when considering a property. 0%
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Leasehold - Property Types
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» Leasehold is also used for specitic types of property such as retirement villages and
even motels.

e R AT DA T AR, Bl o s H 2 R ERIE .
Motel Leasehold: KZEHRIEMSE:

» Motel leases are usually for 25 to 30 years. If you're the lessee of a motel, you’ll be
responsible for maintaining the property and overseeing the operation of the business.

IRENRIE AL Z)08 5 0y 25 £ 30 F. WERBGEIRERERAMAN, BFHEATT4ET Y
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» The owner usually has to pay for any structural faults and damage.
AT A 25 ) B AT 53 DR o b L = SOAS 9% H

» Be aware that you’re not just acquiring a long-term lease on a property, you’re buying
the business as well. If running a motel is your passion and something you want to

do then fine... but if not then you really need to think about whether it’s the right
investment for you.
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Leasehold Strata Plan
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» Strata plans are a relatively new development.
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» These are like strata title, except the original owner of the land retains
ownership.
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» So, instead of selling the strata units, they make them available through
long-term leasehold.
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» This suits an owner when they may want to hold onto a property and earn
passive rent from the lessees, while the lessees are usually responsible for
developing the property.
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