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Maximising the value of your business

TIPS FOR SELLING
MANAGEMENT RIGHTS
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Having all the accounting
matters in order is a vital com-
ponent in achieving the
maximum value for a manage-
ment rights business.

Before the business is listed for
sale it is important to do some
"housekeeping” checks and sort
out any problems or contentious
matters, rather than these raising
their head in the sale process. 

It generally costs more to fix
then, is time consuming and may
erode the buyer’s confidence in
the business which could lead to
a lower sale price.

Some matters to consider are:

Agreements – body corpo-
rate & owners - Management
rights businesses achieve high
values because of the stable and
recurring nature of the income.
The right to earn income is based
on two sets of agreements, care-
taking and letting agreements
with the body corporate and indi-
vidual letting agreements with
each lot owner (PAMDA forms).
These agreements should be re-

viewed to ensure that they are up
to date, have an adequate term
and are in place with all relevant
parties.

Assets to be sold - Prepare a
detailed list of what
assets are being
sold with the busi-
ness, what they are
worth, have you got
proof of title to
these assets, are
there any finance
facilities attached to
these assets and if
so, how do you
intend dealing with
this.

A c c o u n t i n g
records - The trust
account and
general account ac-
counting records should be kept
up to date so that any prospective
buyer can easily trace income
through the system and in to the
sale figures for the business.
Ensure your licence is current and
trust account audit reports are up
to date.

Unit owner charges -
Letting income comprises unit
owner charges for commission
and other services.  These charges
should be reviewed on a regular
basis, generally yearly, to ensure

that they are up to
date, are competi-
tive in the market
place, and in line
with the PAMD
agreements and
what is being
charged through the
trust account
system.   

Net profit - The
value of the man-
agement rights busi-
ness is based on a
function of the net
profit of the busi-

ness times a multiplication factor.
Anything that can be done to in-
crease revenue or reduce costs
will directly and positively impact
on the value of the business.

Therefore it is worth review-
ing if there is any scope to in-
crease revenue, whether by in-
creased room

rates/occupan-
cy/unit owner
charges or
perhaps some
new revenue
streams.  Simi-
larly any busi-
ness expenses
that can be
reduced or
handled in a
more efficient way will also in-
crease the bottom line profit.

Taxation issues - Lastly
discuss your sale plans with your
accountant as the income and
capital gains tax rules surround-
ing sales of businesses are
complex and a badly structured
sale transaction may result in the
manager paying more tax than
necessary, thereby reducing their
net proceeds.

Once you have done all your
housekeeping, the next step
is the preparation of sales
figures for the business.

Up-to-date sales figures -
All vendors should have a ‘sale
basis’ profit & loss statement for
the business prepared by an

David Jackson
HLB Mann Judd“...it is important

to do some
"housekeeping”
checks and sort
out any problems
or contentious
matters, rather

than these raising
their head in the
sale process...”

Copyright 2013  • Phone 07 5440 5322



L I F T - O U T  I N F O R M A T I O N  F E A T U R E

3RESORT NEWS - FEBRUARY 2013

L I F T - O U T  I N F O R M A T I O N  F E A T U R E

2 RESORT NEWS - FEBRUARY 2013

tips for selling management rights

accountant experienced in the
management rights industry.  The
sale figures should be no more
than three months old (as in for
the 12-month period ended 30
November 2012) and the
manager should be prepared to
have these figures refreshed on a
regular basis so they remain
current. 

Sales figures that are not up-
to-date make everyone’s job
harder and even if you find a
buyer who will accept such
figures, they will most likely not
be accepted by the banks financ-
ing the buyer.

Wages - The most con-
tentious expense item in the

Use an Expert 

accountant has verified a net profit
well in excess of that shown in the
contract. With multipliers of around
five and above, a difference of only
$5000 will cost you more than
$25,000 – enough to cover a fair
component of the agent’s commis-
sion.

Make sure you get the most up
to date figure you can. You would
expect these to show a higher fig-
ure than figures a month or two
older but if they don’t, you can at
least decide what it is you are going
to rely upon and include them in
the contract.

Make sure your body corporate
salary has been updated to take
into account the latest CPI increases
or any market review that might be
permitted under your agreement.

Above all, use the experts.

You might think that you don’t
need an accountant or a specialist
accountant to put together your
net profit figures. As any honest

In previous articles for this fea-
ture in Resort News, I said “the
best advice I can give any
potential seller of their manage-
ment rights is ‘prepare for it
well in advance’. Nothing has
changed. As I said then, that
might sound like something
fairly simple but it is advice
often overlooked, sometimes at
significant cost.

But how then should you prepare
for a sale?

First, check your letting
appointments to see if they contain
an assignment clause, as they will
only be assignable to a buyer if they
do contain such a clause or you
obtain the consent of all owners to
an assignment to the buyer. It is
also an offence for you, in the case
of a letting appointment without
an assignment clause, to assign
that appointment without the
owner’s consent. 

Almost without exception,
buyers are insisting that all appoint-
ments be properly assignable and
assigned at settlement or the pur-
chase price be reduced for non-
compliant appointments.  In one
case I saw a purchase price reduced
by $70,000 and in other cases have
been terminated because the sellers
did not want to, or were not able
to, assign appointments. 

If your appointments are not
assignable, you should consider
new appointments (particularly if
the existing ones are a few years

At least the transfer fee rules
have been changed and you will
not be penalised just because you
sell within three years of getting a
new agreement or adding a new
option. Now it is only if you sell
within one to two years of becom-
ing manager that the transfer fee
applies and the body corporate
must impose a transfer fee of 3%
or 2% of the business sale price.

Adding a new option to an
existing agreement is technically
prescriptive. Apart from getting a
new agreement, this is the only
way that the term can safely be
extended. Because of these techni-
cal requirements, many lawyers and
body corporate managers have
failed in their attempts to extend
the term. 

Because of our involvement in
the legislative changes (in fact we
designed the prescribed statutory
form that must accompany the
motion to add the new option), we
have been called upon on a num-
ber of occasions to remedy ineffec-
tive additional options ruled invalid
by the body corporate commission-
er’s office.   

You will need up-to-date finan-
cial figures. Take the time and
spend the money to get up to date
figures for sale purposes from your
accountant.  So many sellers rely
upon outdated financial figures or
on figures that are not really pre-
pared for sale purposes.

I have seen a number of sellers
grossly underestimate their net
profit and find that the buyer’s
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old as there have been many
changes that should be incorporat-
ed) or amending the existing
appointments to include assign-
ment clauses. We have developed a
simple one page amendment docu-
ment that many of our clients (and
sellers to our clients) have used with
success.

Next, check your body corpo-
rate agreements.

Locate copies of all of the rele-
vant agreements with the body cor-
porate – copies of the caretaking

and letting agreements, deeds of
assignment, deeds of variation and
the like. If my firm has acted for
you, you would have all of these
documents in the indexed binder
we give our clients after settlement
of their purchase.

Get the real estate agent you
have selected to scan electronically
and/or take photocopies of these to
give to prospective buyers. You
should also give your solicitor copies
of these documents for two rea-
sons. First, your solicitor can check
that everything if in order - for
example, that options have been
properly exercised. Secondly, if the
buyer’s solicitor or financier raises

questions about the agreements
during the course of the transac-
tion, your solicitor will be able to
deal with the matter quickly and
efficiently.

Then you need to consider the
term of your agreements. Unless
you have a long-term agreement
with your body corporate, you
should be thinking about your sale
as early as the time you buy. 

You must also consider that
most (if not all) buyers will want at
least six to seven years to run on

agreements when they purchase.
Some buyers and their financiers
want even longer, depending of
course on the amount being bor-
rowed – we often receive demands
to extend seven to eight year agree-
ments to 10 years.

If you buy with 10 years or so
to run on your agreements, you will
probably have to sell within no
more than three years to avoid hav-
ing to get new agreements or a
new option added.

If you buy with eight years or
less and plan on staying for two-
three years or more, you will have
to secure new agreements or add
another option before you sell. 
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profit & loss statement will be the
level of external wages/contrac-
tors; whether that be unit clean-
ers, reception, gardening, mainte-
nance, etc. Because the sale profit
is calculated on the basis of in-
cluding all wages “other than
those of the working proprietors
(two only) and any work that
those two people could reason-
ably do themselves” it becomes a
subjective analysis as to how
many staff are required to effec-
tively run the business.

In our view the best way to
address this issue is for the
manager to prepare an analysis
of what staff/contractors are
engaged at the business, their
specific duties and hours of

work.  A similar analysis should
be undertaken in respect of the
managers themselves and, if the
managers are not working full
time, detail what other duties
they could do and which staff
wages would be reduced as a
consequence.

Income should be recur-
ring - In buying any business,
what the purchaser will pay
money for is recurring income.
Accordingly one off income items
will most likely be eliminated and
new areas of income that have
not been in existence for at least
6 - 12 months are likely to be
either eliminated or discounted in
the profit analysis.  One way to
address this issue is to have docu-

mented agreements of some
form to support the sustainability
of the income.  

Alternatively if an income
stream is still fairly new and there
are some genuine concerns about
the sustainability of this income,
another option may be to defer
the sale of the business for
another 6 – 12 months, by which
there will a more solid track
record of earnings from this area.

These are general guidelines
only and it is important any
manager considering selling
their business get professional
advice on the accounting issues
from an appropriately qualified
accountant. 

accountant will tell you, it is a very
specialised area. As a general rule,
figures prepared according to nor-
mal accounting standards will show
a net profit lower than the way in
which it is calculated for sale con-
tract purposes. Only a specialist
accountant will be able to produce
accurate figures.

You might be tempted to use a
local or suburban lawyer because
they offer a cheaper rate. Although
as a general rule there are fewer
legal issues when you are selling
than when you are buying, I have
seen so many sellers get themselves
into trouble because they have tried
to save money by using a lawyer
who does not specialise in the area. 

You need someone who
understands management rights to
be able to deal with any issues
raised by the buyer or the buyer’s
solicitors – so often we are able to
salvage a sale transaction because
of our expertise and ability to con-
vince other solicitors of our view of

the legal posi-
tion.

Pe rce i ved
savings on com-
mission might
encourage you
to market your
business your-
self rather than
use an agent
and sometimes
you might succeed. But there are
downsides. A good agent will help
guide a buyer through the purchase
process and often keep together a
sale that might otherwise fall apart.
I have seen that happen on more
than one occasion.  

A good agent will also pre-
qualify a buyer to ensure that your
time is not wasted by people who
will not get finance approval.

On the other hand if you are
able to find a buyer yourself, an
experienced lawyer will be able to
handle contract preparation and
negotiation. 

John Mahoney
Mahoney Lawyers

“...I have seen so many sellers get themselves
into trouble because they have tried
to save money by using a lawyer

who does not specialise in the area...”
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OCEAN VIEW MANAGEMENT RIGHTS 

BUSINESS FOR SALE $2,705,000

This desirable holiday complex in Coolum Beach, the heart of the Sunshine Coast of

� Outstanding ocean views North to Noosa

� 42 letting units & possibility to pick up more

� Long management agreements

� Short stroll to pristine beaches, cafe’s & shops

� Nett Profit $389,000 incl $167,955 Body Corp Salary

Apart from this being a rock solid business the jewel in the crown here is the air condit  

bedroom manager’s unit with all living areas and bedrooms facing onto a huge deck w  

and ocean views. Also on title is a separate reception area with large office attached. 

There are big plans in place by Queensland’s richest man to promote 

this area of the Coast to a much wider domestic and international market.

PRICE $2,705,000

Email: info@managementsales.com I Phone: +61 7 5444 7966

For further details contact one of our Exclusive Agents 
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 ■ Large management rights in Mooloolaba 50 plu    

pool

 ■ 100m from Mooloolaba Beach

 ■ Returning around $550 nett (latest verificatio  
  

been returning a lot more in the past and re    

back to previous days with economic situati  

 ■ Huge scope for capital gains

 ■ New 25 yr agreements in place and genui     

retire and move on

 ■ Price to sell at $3.45 million (includes un   
 

etc) position is prime and further improv    

orate about to take place which will 
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Market your property listing direct to over 
2500 owners and prospective buyers.

Special Bonus Offer:
Sell your property even quicker!
With your own property listing on AccomNews - 
the Australian and New Zealand industry web portal.

Book your property into the March 2013 edition of 
the Resort News Property Guide and get your listing 
displayed online to over 15000 industry owners, 
managers and professionals across Australia and 
New Zealand for three months for only $198 Inc GST. 

The Resort News Property Guide is the 
perfect place to market your property. 
Is your agent advertising your accommodation property 
to over 2500 potential ‘industry’ buyers, by ensuring it is 
listed for sale in the Resort News Property Guide?

In addition to the broad base of prospective purchasers 
reading every issue of Resort News, our experienced 
industry readers can see past short-term economic 
effects on values when assessing your property, 
and are more likely to meet stringent fi nance 
requirements.

Make sure you’re not missing out on this vital 
buying market.

Special March Issue Rate*: 

Only $550 Inc GST for a Full Page Listing
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Resort News and AccomNews are proudly published by Resort Publishing.

Bringing industry professionals together since 1995.
P: (07) 5440 5322  F: (07) 5440 5323  M: PO Box 1080, Noosaville BC, Qld 4566

* For bookings 
made by 28 

February 2013. 
E&OE.

To fi nd out more contact: 
Russell Birrell on (07) 5440 5322 
or email r.birrell@resortnews.com.au
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