THE SECRETS TO
A SUCCESSFUL RENT ROLL
PURCHASE

The topics to be covered in the MasterClass include:

Buying the Company vs Buying the Rent Roll |Are the mandates ‘transferrable’?
How differences in "VAT Status’ can cost you money! | The importance of Due Diligence & What to ChecR
How do you Determine Value and/or Price? | Payment Terms & Schedule
A Purchase Strategy to Minimise Your Risk | Onboarding the New Rent Roll

presented by S h aun L uyt g

Your Partner in the “Business” of Residential Property Rentals -



Buying a Rent Roll — Buyer Beware!

[Poll: What's Your Rent

Roll Purchase Experience



Who Am |I?

Shaun Luyt 087 22 33 162
shaun@shaunluyt.co.za

Residential Rentals Business Consultant & Training



My Experience with Rent Roll Purchases
& Transfers?



This 1s not ONLY about BUYING a Rent
Roll

 The MasterClass is about BUYING a rent roll,
* So that’s our focus today

BUT

A lot of the information shared
Can also be used by business owners
To increase the value of their rent rolls



* Where do the secrets that | am sharing today come from?

Experience
and mistakes!
Including mine!

Due to time constraints I’'m only going to be dealing with some of the
factors, but your purchase decision need THOROUGH due diligence

AND a comprehensive Onboarding Plan



Buying a Rent Roll — Buyer Beware!

To Buy, or Not to Buy?




[Reasons to Buy a Rent Roll?

e Starting a rental business/division*
* Fast forward your rent roll growth



[Reasons NOT to Buy a Rent Roll?

* If you're not prepared to do the hard work and due diligence
* j.e. buying someone else’s problems, or
* A ‘bad’ rent roll



Buying a Rent Roll — Buyer Beware!

How Much Does a Rent

Roll Cost?



How Much Does a Rent Roll Costs?

e LOTS of advice ‘out there’

* My opinion:

e You can only determine a ‘fair price’ (for you) that AFTER thorough due
diligence
* j.e. price is ‘value-based’ with the value determined from your perspective

BOTTOM-LINE:
A Rent-Roll is a ‘commodity’, so
Willing Buyer & Willing Seller



Buying a Rent Roll — Buyer Beware!

Buying the Company vs

Buying the Rent Roll



Buying a Rent Roll — Buyer Beware!

Buying the Company



Buying the Company / Legal Entity

* Buying the Company
e CC/ Pty Ltd
* Assets
* Liabilities (Commitments)

 Legal Entity vs Trading Name (make sure it’s included if you want it)
 Staff

e Mandates:

* Contracts between the landlords & the company
* So mandates remain ‘enforceable’

* Could be the best option when you are ‘starting up’



Buying a Rent Roll — Buyer Beware!

Buying the Rent Roll Only




Buying the Rent Roll

* Buying the Rent Roll Only
* Are the mandates transferrable / assignable?
* Mandates

* Contract between the landlord and the agency (i.e. legal entity)

* |f you’re only buying the ‘rent roll’ you’re wanting to move it to a new entity
 BUT - the mandate is not in the name of YOUR legal entity
* So, they may no longer be valid / enforceable

How can you deal with this?



Buying the Rent Roll/contd.

* Best Solution:
* The mandates include a clause that allows the contracts to be assigned.

 Example:

The owner hereby agrees that the Agent has the right to assign this agreement
to a third party without limiting the owner’s rights to terminate this
agreement subject to those provisions contained in this agreement.

 IMPORTANT NOTE: Make sure your mandate has such a clause to
increase the value of your rent roll

* IMPORTANT: The purchasing agent needs to perform to the terms of
the current mandate, so make sure you can! (fees, service level
standards, payment dates, etc)



Buying a Rent Roll — Buyer Beware!

[Poll: Are Your Mandates

Assignable?



Buying the Rent Roll/contd.

e Alternative solutions:
e ‘Soft’ transfer

* Sign new mandates with all landlords
* Depends on difference in the terms, but generally not recommended

* Any other ideas?



Buying a Rent Roll — Buyer Beware!

What About Leases?



What about leases?

* Leases are different!

* They are between a landlord and tenant
* Neither of those parties are changing

* So leases are (USUALLY) unaffected
 EXCEPTION:

* Some agents have a PoA to sign on the Landlords behalf
e But this will come out in your due diligence checks



Buying a Rent Roll — Buyer Beware!

How Differences in 'VAT

Status’ can cost you money!



Differences in VAT Status’ can cost you
moneyl!

* Is your VAT status the same as the sellers?
* YES? Then there’s no problem

* NO?
* Who isn’t VAT registered?
* This can be tricky

* Alternatives
* Immediately adding VAT to fees could lose you business

 BUT, Absorbing fees will cost you money, and
* Even increasing the fees at lease renewal can still lose you business, but less



Buying a Rent Roll — Buyer Beware!

Do you Both Use the

Same Software



Do you use different software?

e This doesn’t have to be a deal-breaker,
 but it can significantly increase the complexity
* and the time needed to practically affect the transfer

* If you’re both using the same software then your software provider
can probably assist with this



Do you use different software?

If not:
e Can the data (or at least some of it) be electronically transferred,

* OR will it need re-entering?

* If it needs manual re-entering you may need additional resources to
assist with this

* Manual re-entering costs money AND increases the likelihood of
errors

* Which may lead to new clients (super sensitive) being unhappy &
possibly even wanting to leave



Do you use different software?

* Electronic transferring vs manual data entry

* AND data-checking
 NEED to be taken into account in your rent roll transfer plan

e E.g. start earlier, transfer in batches, etc.



Buying a Rent Roll — Buyer Beware!

How Are the ‘Selling Agents’

Deposits Invested?



How Are the Deposits Invested?

* Interest-bearing vs non-interest-bearings

* If you're both interest-bearing:
* Can the selling agent provide you with a list of individual deposit amounts
specifying interest accrued?

* If there are differences, i.e. one is interest bearing and not the other:

* How are you going to deal with it?
e Canyou deal with it?



Buying a Rent Roll — Buyer Beware!

INTERMISSION



Buying a Rent Roll — Buyer Beware!

INTERMISSION



Buying a Rent Roll — Buyer Beware!

Due Diligence -

What to Check



Buying a Rent Roll — Buyer Beware!

Arrears & Vacancies



Arrears & VVacancies

* Arrears & vacancies are an indicator of the ‘quality’ of the rent roll

* #1. Arrears
* Why?
* Problem tenants!, or
e Opportunities to increase the value!

* #2: Vacancies
* Why?
« Tough market / lack of negotiation skills, or
e Opportunities to increase the value!



Arrears & VVacancies

* INFO REQUIRED:

* A list of all properties indicating monthly rental and arrears (including utility
arrears!)

* A list of all vacant properties and how long they have been vacant



Buying a Rent Roll — Buyer Beware!




Due Diligence — What to ChecR

* Mandates
* Your RIGHT to compensation

* Fees and charges
* Can you administer them?
* What if you want to change them? Can you? When can you? When should you?

* ‘Transferrability’?
* Landlord FICA??

* INFO REQUIRED: A copy of their mandate AND access to their files
& /or software for someone to be able to check Mandate & FICA
‘Compliance’



Buying a Rent Roll — Buyer Beware!




Deposits

* Deposits
* Do you and the seller require the same ‘amount’ of deposit?
* |f not, your business may inherently become ‘riskier’
* i.e. not sufficient money at the end of the lease to cover damages & arrears
e Are all deposits fully paid?!

* You may be able / have to update the deposits (even with payment
arrangements) at renewal

* INFO REQUIRED: A list of deposits held, showing Lease Deposit
Amount vs Deposit Held (Split into Deposit & Interest) — include
utilities deposits, etc if necessary



Buying a Rent Roll — Buyer Beware!

Lease Agreements



Due Diligence — What to ChecR

* Lease Agreements
* Fixed term vs month-to-month
* Signed by both parties
* Tenant FICA

* INFO REQUIRED: A list of properties indicating if leases are month to
month or fixed term, including end dates for fixed term leases AND
access to their files &/or software for someone to be able to check
Mandate & FICA ‘Compliance’



Buying a Rent Roll — Buyer Beware!




Due Diligence — What to ChecR

* Lease Renewals:
* Have renewals been done regularly?

* Have deposited been topped-up?
* Have top-up amounts been billed and paid?

INFO REQUIRED: A list of properties with fixed terms leases ending in
the next 90 days and status of renewals / terminations AND access to
their files &/or software for someone to be able to check Renewal

‘Compliance’



Buying a Rent Roll — Buyer Beware!

Ingoing & Interim

Inspection Reports



Due Diligence — What to ChecR

* Ingoing Inspection Reports
* Interim Inspection Reports

INFO REQUIRED: A list of properties with indicating if an ingoing inspection
report is available or not and when the last interim inspection was done
AND access to their files &/or software for someone to be able to check

Inspection ‘Compliance’



Buying a Rent Roll — Buyer Beware!

VEIL I le=



Due Diligence — What to ChecR

* Maintenance
* Average number of maintenance tickets per month to work out average
tickets / issues per property per month

* Indication of state of properties being managed
* How many are open? / unresolved?

* What is the ‘age’ of the open / unresolved tickets? Specifically, how many are
older than a week?

INFO REQUIRED: A list of open maintenance tickets older than a week
AND access to their files &/or software for someone to be able to
check maintenance history and management stats



Buying a Rent Roll — Buyer Beware!

How do you Determine

Value and/or Price?



Determining Value / PPrice

* Despite popular belief, there ISN'T a single formula
* There are simply too many variables

* Depends on:
* Buying the company AND trade name vs buying only the rent roll
* The ‘quality’ of the rent roll, i.e. how ‘compliant’ it is and how well managed

* In the end it’s — willing buyer & willing seller

e Some rules of thumb?



Buying a Rent Roll — Buyer Beware!

Payment Terms &

Schedule



[Payment Terms & Schedule

* Negotiable

* Guidelines:
* You WILL lose properties in the transition
Build this reality into your terms
Agree on a price based on the entire purchase (i.e. all properties transferring)
Pay a deposit, with payment of balance in set payments over a time period

Build in a ‘price adjustment’ clause to re-calculate the price at a future date,
to take into account ‘losses’



Buying a Rent Roll — Buyer Beware!

A Purchasing Approach

to Minimise Your Risk



[Payment Terms & Schedule

e PLANNING is crucial

e Get basic info to evaluate (confidentiality agreement) —i.e.
preliminary due diligence

* Sign Letter of Intent / MOU with list of due diligence activities and
due dates for completion

* ONLY THEN — negotiate an agreement of purchase



Buying a Rent Roll — Buyer Beware!

Onboarding the new Rent

Roll



Onboarding the New Rent Roll

e Staff moving over?
* Training on YOUR expectations are critical

 Key staff moving over (e.g. admin support staff) can be invaluable!

 YOU MUST HAVE A PLAN!
* With key deadline dates

* Consistent and regular communication with landlords — start when
agreement is reached

e ‘Soften’ the blow to landlords

* Examples:
* A ‘merger’ and [Key Player] will continue to be involved



Top Of Mind Awareness

Q&A




Rental Training Club

Rental Training Club



Uncategorized [ By Shaun Luyt

ﬁ Rental Training Club

ShaunLuyt.co.za/RTC powered yChauNL uyt
**Team & Individual Subscriptions Available*

Proudly recommended & endorsed by. . .

I.EASA‘ MARLON SHEVELEW @|Weconnectu X LANDLORDLEGAL

AND ASSOCIATES INC. XPELLO




What's Included?

2 Hours of Monthly LIVE Rental Training each and every month
Certificates of Attendance & CPD points

Access to Recordings of all Training



Team Subscriptions Include...

**NEW** Hosted & Branded

Rental Team |
Your Branded

Online
Rental Training Portal

YOUR
BRAND

TRAINING &
\-EXPERTISE

Your own branded Rental Training Academy Portal, hosted on ShaunLuyt.co.za

Team Members are provided with their own unique login to enable them to access the available training

online — anytime, anywhere!

Individual course progress stats are stored per Team Member



Individual course progress stats are stored per Team Member

Individual Certificates of Completion are issued when Team Members complete a training course or Webinar-

on-Demand

Managers/Principals/Business Owners can track the progress of individual Team Members online at any time,

from anywhere!

Managers/Principals/Business Owners are notified when Team Members complete training modules /

webinars-on-demand

PRIORITY INVITE to ALL monthly LIVE Webinars for all subscribed Team Members! As well as access to the

recordings for as long as your subscription is Active!




Top Of Mind Awareness

Need Help with Due

Diligence?
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