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Sale Lease Back Agreements

Understanding Sale Leaseback Agreements
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Lease Back Sale Agreements — Concept

275 Rk 55
k] H &7

Sells Property

Seller
—
Is Business Owner




H &Y o]

Sells Property
Seller

|s Business Owner y

FAN l Becomes

Landlord




H &Y o]

Sells Property
Seller

|s Business Owner y

y l Becomes

HA Y

—
Landlord

Leases Property




275 R v 55 B
HE H &Y o]

Sells Property
Seller

|s Business Owner y

Becomes lﬁjzpb ﬁﬁﬁl Becomes

HA Y

G —
Tenant Landlord

Leases Property

i



Lease Back Sale Agreements
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Process 1358

View the IM (Information Memorandum)
B"E IM (FRERAEZ)

Talk to the agent about leaseback options
5rh gt BT R

Length of lease

R

Rental Increase

M 4 13K

When it does to go to market rent reviews
4 i 30T T A i 3

Do they currently have a depreciation schedule for the proper’ryo WIKORy,
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Process

» Research business profile
it 5k 55 L

» You want to understand who your tenants are
R RIS A AR

» Decide on the viabillity of the business as a fenant
RENENAL T b 55 B Rl A7 14

» Whether you think that business will stay there for the next 3, 5, 10
years or more
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Process

» Work out your investment goals FigfZaig R Bin
» If you want set & forget these make good properties with

secure tenantsii BB AEHEYNY—57 K%, Siae M P L ETIEL
J b

» Tenants have fitted it ou’r ond grown the business around this
property S XML AT 28105 H [l g ek Rk 55
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Process

» Geftlease drawn up by solicitor
AT 5 A FH 2

» Make it secure & comprehensive (Avoid the Readl
Estate Institute Lease agreements)
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» Make the condition of the sale, be based on the
lease being signed - Premise is not sold to you UNTIL
the lease has been signed and executed!
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Pros

Secure long term tenant - Most fenants sell because they are growing
their business and want the capital fo put back info that business
growth

s K IR — 2 L P H B A BR it EE % M 25D 200 e TR
INEE T

Saves on agent fees for tenant acquisition (ho marketing or advertising
COSTts)

WA TR RS H QYA EHE &5 HD
No rent free period required- saves you $$ up front
o A — TSR T A ek

Immediate cash flow - because tenant and business is already in
place ONIKORy,
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Pros

Higher yields - (0.5% to 1% higher)- because there is some risk, if fenant decides not to stay- or
the business actually has cash-flow issues (And that'’s the real reason why they are selling)
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Can be Set and Forget
AfLAR—557KIZHY

Tenant continues to take care of the property - they've typically taken good care of the
property and will do most minor repairs & maintenance

ML 2 AR SE YL — Al T8 % Re S UYL S 1SR4, I Ho2 147 KER 7 B/ N 4EE N i

Sellit at a lower yield in the future - you get a purchaser, that may want a tenant on a 5 year
lease after you've had it for a couple of years... you can sell it for a higher price- because it's
no longer a Leaseback property- it's now normal commercial property.
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Cons

Rent may be misrepresented - fenant could be on a 5 year lease- but rent can proportionally
higher than the market rate rent- which is a problem when you come 1o sell the property, or If
you need to do a market rent review after those 5 years
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If rent is mis-represented- then Yield maybe misrepresented
B GRS S PN E S AP TR

Tenant not intending to stay in the long term - even though they've signed up 5 x5 x 5 - (not @
big deal as you can re-tenant)

HPf AR 2558 175 x 5 x SHIMZ), (EAAITRKINEE GXA ™ ER) [, oy yRe] ELE# i AD
Cash flow problems in the tenant’s business - real reason behind selling
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Building may have defects or major repairs - so do your due diligence- get building report
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Look Out For

Tenants are paying market rent- compare on a per square meter with
other properties

P AT g4 — 52 AL BB 5 KA S AE L
Bank Guarantees for 3 months rent.. or...
3™ H MR HRATHAR

Personal Guarantee of Owner if small business
/NARMPANE FE A NFH AR

Rental increases each year at minimum 3%

MefF2/b Bk 3%
Tenant pays all the outgoings - they may choose to not pay building
Insurance ONEORY
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Look Out For

» Clause in lease about fenant taking care of minor repairs - broken due
to wear & tear- toilet blockages, tap repairs

ML IR F AT BT NYEB 253K — s — DhamiE2E. JKJek4Efe

» Minimum 5 year lease — aim for 10 year lease + options ( 3 X 3 x 3 is risky
and not long enough to get enough capital gains in a leaseback

property)
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» Check building/strata report for fine print - inspect the building
R B B /Ol Al A BN - A A AR
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Due Diligence
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Talk to the agent 538K
Understand the tenant’s business | ##fH k%%
Lease drawn up by a lawyer BHER I A FH £

Fine print is iImportant - get your solicitors help to put it all in the lease-
and they take care of the property as if they own it S EIZHNIIE E 2 - il
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Transparency is key 7 I A2 i




