Wikt atont o the schiolathy reseatch on cotearate seal estate was sl
mthe Tonaal o Bedd 25 ate Reseandht” the Natiosal Real | date
Reveew aind “BReal Fabite Beares 10 me aiticle o iepont agereesaed o
Pactices Bedstie approach ook the problem of undeutifiaed
COLPOTate teut sstabe atad Fow to masamee its value Bowas thoetone
devided to b aden the seope of the Jiteiatine 1oview to textboohs on
conpuonate finance (3teales and Myveis. ispHL Coreeieerod, 18
Gitmian, TORSE and anticles swaitten by cal estate practitiones on
fhancing CAndersen PR30 Baum, 10 Cormiogs, 1987, Bt &
Yoyt P'erd Bitsewald Poos] i, 1989, g DMesors, 1988,
Leaeback av an Investment Moedium, 1 easeback Finanving) aed
Muhetmg (Miaver, I35 i onder to decide on the most practica: and
appropriate method of dealing with visious propeity ivpes as identitiod by

Brittan of af (198H

The sennnal pagrer by Brittort of of ¢1989), whilst enly identitving options
for strttegic sobutions to the problem ot underatihised poblic anthornty
fandest property, did identity various property sub-tvpes  These subtvpos
were ¢ iteally mmportant to the development ot the proposed Steategic
"alue Managentent concept which i lurther explaned in Chapter 8
The sub-types provided a framework ane structure on which a process
cauld be developed, swhich would ailow practical real estate manimisation
stratepies 10 De pplied to real estate, once identified. The proposed
SYM process is one that corporate maragers vian relate to and thal wouohl
suppott i corpoate stratezy The latter s eritical clement of the whole
Provess of maximising the vahte of corpor.te real estate. according o

Nourse atd Roule (1%57)



2. LI ERATURE REVIEW

The hidden value of cotpotate real estate fiest eceived recesnition o« a
fesuit of i survey based ahicle whitten by Zechlatiser and Silvernian
(1883 whivh found that many corporations did not 1ealise the salue of
their real estate holdings T ater studies conducted by Veale (198R) in tiwe
US AL Awiseral (1089 in the UKL Seeh (1991 m Aastralia, Kusm
{1993 in Singapore amd fstely Webster (EF95) in Australia, all came to

similar conclusions

The recopniton received by the article written by Zeck huuser amd
Rilverman ¢ 1483 prompted a preat deal of research on various corporate
real estate topics such as, managing and disposing of surrlus corporare
el estate (Nourse and Kingery, 1987, Veale, 1987, Flegel, 1902),
financing corporate real estate {Redman and Tanner, 1989), asset
management of corporate real estate (Miles ez al, 1989, 1982} In
addition, empirical research has been published op orporate real estate
purchite. sale and leasebach (Gl Coral, 1989, 19910 Owers and
Rogers, 1986) and the effect of such activities on the ~alue of both

buying and selfing corporates.

Research has also been conducted on a variety of corporate related topics
such as the wealth generating eflects of teasing (Allen er g, 11M3),
defining the quality of cotporate real estate assets {Baum, 1993), their
benchmarking to maximise real estate assets (Noha, [993) and corporate

real extate aitisourcing (Kimbler and Rutherford, 1493}



Tewas b mtetded that this report would sdenof tanationat 1eal
estate financing amd marheling tecmigaes and stiategies that would have
elevanve mnd application to the 1eal estate axnket in South Atiwa The
south Aftican mathet Tas, until recently been demed unhindeed aveess
ter these internatienal approaches because of veius of isolation but needs
(o kiow these techniques and stiategies with the advent of totetan

investient in South Attica

It s felt that the process of maximising: the valie of corpotate teaf estate,
i applivd by South Atiican pubhic and private corpotites will be able to
onkeck the hiddens vadue it their real estate, which can be utilised to meet

pressig socio-econemic teeds in South Afiica

The order in which the contents of the report are presented is one which
would give logie to the evolution of a Strategic Value Management
(SVA) coneept. In cach chapter the deductions from literature reviews,
the researcher’s experience and any helptul points fiom personal
interviews are classified into varioos elements of the propoved SYM
process, until in the final chapter all the various elements are combined
into ohe process  The report ends with a conclusion and

recommendation for further 1esesrch

The report, whilst not endeavouring to be a panacea for all the corporate
reat estate dis, ndeavours to identify the most effective and eflicient way
of maximising the value of corporate real estate, in a practical manner
that corporate managers can refate o Tt does sugpest a solution to
problems that others have identitied and quantified wd provides a

framework to be tested and expanded upon in firther studies.



L1 Objectives

The ubective vtk teseardcl repat was to

G Deseriive how public and privite vorponates view their real estate
hohdmees and clnity one of the major ssaes fawine thess

corpotates - undetutifised teal estate holdings

thy Diwuss curtent thinking on corpunate teal estate sitatess amd

Tow it relates o corpotate psness siategy

o) Tdentith and diseuss the vahious wealth geperating stratesies that
can be utilised to manape corporite 1eal estate, therebn

maximising thew operational elficiency and profitability

(d) Determine whether these wealth genvada strategies can be

fornulised into at overall real estate management process

e} Doac,be such a provess including its potential application to at
least one test case  The Strategic Value Management process
is discussed as it could be applied to CSR Limited, one of'the
larpest industrial companies in Australia with total 1evenues of
$6.248 million, total assets o' $7, 174 million and real estate

assets ot 51,307 million



» At the Danetaty of Smgapete Keam 1083 repartes] thag toe ton
<83 Sihirdpete cetprotations ed net ] aesetowes th 528 7 Bellon

witn s S Palliony € 1900 Besrer o Lassd amd bzl

o Fhe mestiecent sanvey done by Webster €105 4t the Ronal
Mulbemne Tinitnte of Fochimolorn - tevealedd that of the 2nd
vorporates st eved, 78 organisations indivated that they total

1l eskite as oty tetalled S11 oo illion

o Fhere is ne evidence he agrest thiat the sitaation amongst
cotpotates i South Aftiva will be any ditfetent to that

esperienved i the 1ot of the wold

Despite the faet that rea estate comprises a sinitivant pottion of the
assets of corporates, it has been found that the manageinent of co.patate
real estale s an aspect that has been larzely imored by senior
mamagement A common excine, reported in studies to dhate, for the lack
of active manarement of corporate 1eal estate, being “we are not in the

sedl estate business”

More and more top managers are now yealising that property is a
resoutee and that it can be leveraged, sold, leased. developed or
otherwise tapped for financing to improve their balanse sheets and
generate profit  William Sander, Chaioman of La Salle was reported by
Muever (1988} as saving, “Real estate is viewed as 4 cash resoiiree today,

st it"s ot to be professionally managed like inventory or receivables™

Muany articles and reposts bave been written and published on various
corporate real estate topacs, vet very few have been written or published
on ovetall strategies that can be applicd o masimise the vilue of
corpoiate real estate, 10 a wav thag suppoits the corporate business

sitatesy



L INTRODUCTION

The mamagement o pallic wsd prvate corpotate real eafate has beeome

the Baus cFattention Ry acadeomics and propeifs practitiancss im recent

s beeanse of the sealisativon that these corperates have a hupee ansount

o urdertibsed 1eal estie resoutees,

A semmal and often guoted study of corpotate teal estate dssets
viiiducted by Ehnvasd Real Batate Ine 1/vekhavser. 1983
demonstrated that 1eal estae 1epresented a vast undenanaged

Mopotticon of corporate assels

Alater study conduicted by Vieade (1938) at the Massachusetts
Insttute of Technology, concluded that the situation had changed
litthe over a period of sicyvears Fhe in depth survey ol sentor real
estate exeentives of 284 Lige US corparations and instititions
1evealed that the market value of buildinas and land tvpreaiy

represented 25%, of total assets but ranped from (0% - 51Fg

In 19RY 3 group of tescarchers at the Umiversity uf Reading (v
survesed 800 corportes and concluded that real estate

repivsented on averaoe 3, of corporite assets

Jones 1 ang Wootton (Seek. 1991) in a property resarch paper.
1eported that the top 300 Austialian corporations have total assets
of some 51 0o billion of which 150 on average is reprosented by

Eand amd brildings
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SYNOPSIS

This research report sets ot to kivntify the problem of Large amounts of public
and private corporate real evtate that has largely been ignored by senior
management because of the bolief that “we are not in the real estate business”,
and despite the fact that one of the fusdamental duties of these managers is 1o
ntaximise the value of their corpotations and therebw the wealth o thew

sharcholdets

Affer endeavauring to define corporate feal estate amd the reasons why it
should be “value manamed™, the paper then concentraies on examining various
strategies particulany disposition, leasing and linancing strategies that can be
implemented to maximise the value of the three real estate tyvpes that bave been

identified

The paper then goes on to make recommendations By 4 practical real esvate
strategy called Corporate Real Estate Strategic Value Management that can
be implemented to improve the protitability and reduce the capital requirements
of public and private corporates that senion nanagement can relate to and use

to unloek the hidden wealth known to be on these corporate balinee sheets
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6. WEFALTH GENERAVING STRATEGIES

61 Disposition ot Rel Fstate

Crale and Citse (19893 aze of the opiaten that the desipiation and
dispesitton of sutplus real estaty is an actiun that seves to petietate vish
aid that has, ir g sumiber « Cihe corperatrons, served to give the real
estate function increased visibilite and stature in recent vears due to the
“unespected” retmns om the sale of thase properties ot only are
these retams unevpected. but abso Becans: the poperties ae nonmaliy
teflected at historic acquisition and Bnancing costs, the taarhet trequently
under: stmzates the contribution that the real estate would have made to
the vai 2 of the corporatamn Consesquently the shares of such corporates

trade at prices lower than that justified by theiy intrinsic warth

Zechhauser and Silverman (1983) mention a case of Generr' Tne & (o
Rubber Company selling @ property in Washington for 12 trres its book
vatue, thereby ifustiating how - e companies ean gererat,
supplemental cash from real extate portfolios  The head of the
company s real estate portlolio is reported as having said A fow yeats
ago we would not have considerad selling the property - Owr retail store
on the ste earned 25 of book sabue aungally - But with fand
appreciation, the store would Bave had to continue its performance for 22
vears to equad the gain on the sale of the land.™ Other examples are given
1t the safe of the Pan Am building in New York that kept the ainine
thing and the sake by American Express ofits Manhattan headquarters at
areported profit of 306%,  Thetetore the sale or divestitute of cotporate
real estate pronerty s cedarhe an activite that can create wealth for 1

cutporation
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As van be seen, most of the Breratise and studiee on ~aategies and
deetstons that telate to corporate 1eal extate. fious ot the mghagensat of
the real estate - Ve fow deal with wealth vregting stuategios » vie of the
fundamental duties of corpotate natdgers' Te Ml ety has ohseived
that New Zealand™s Jorporate escetitives thke the oo the test ot the
corperate wotld s ate penerahiv unaware of the wealth enfiatons potential!
of thelr corpatate sedd estate A ditector v todl estute fr a Lage
consumier prisdunts fiem, s teported by Veale (180 s havime sand that
manuticturers dre not interested i ownership or appreciatigs eal estate,
dneChas they are i cost eontre] of thete production process, “tor the
muwt part thes e enly intetested i puttinz & toef oser ther heads. and
vontrofling expenses. not it making money on their 1eal estate
management 7 In his studs of corporate ieal extate Veale (3088
dirvevered that investient of profit potential zoonly ranked 3nd as the

Bavis for deension making in corporate teal estate

This s very sarprising mview of the fact that there is general gerevment
that o ot the main ohiectives of financial managers is +s masimise the
vaue of ther comipam s weadth and thercdn the wealth of their

shareh dders

Other coporate actratties Damed by Zockhaaser and Sietman 1483
namely divestitute. leasing and financing and thetr etfectiveness as 4

1B of ceneratite wealth for Corpetites will now be discossed
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Notitse and ke 19870 bohese that there are erehit topes o azateres
that eticompass ow proprerty decistors con be puided 1 ese siatesios
aree fisted as Foflows

o Oecupaney Cost Mimmsatien

e HFealvin

e Promution of Hman Ressastee $yectives

s Promotion of Vg heane Mesage

¢ Promotion of Sides and Selling Process

e Facilitation and Contiod of Prosductog, Opergtiens and Seivee

Delvery
e Factlitation of Maragerial Trocess and Knowiedpe Wosl

o Capture of the Redd state Value Creation of Business

Nourse and Kitigery (19871 terard as Being an operating decision, the
Lamsaction decision businesses nahe 1cgarding their reat properts. which
embiiiees the provess of acquintng conttalling, managine and disposing
of their real estate fotetest  They mdicate father that real property
vpetating decisions logically compiise tourteen eritical distinet decisions
on

¢ [ocation

s Quantity

e Tepaney Dutation

e [dentitv:Siee

& Buildihg Sice-Chaacter

o Duilding Amenities

e [xtertor Quality

s Company Space
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&1 Introduction
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s important o ressemevt that the probles of andeiutilised edf estate
applees to public ro s sosas mueh as it applivs to private vonpsrates
o etiphaasiae this Bratton of ol (19500 report that ~land amd Batkfings
ATe Ao Thie Dt espensive amd acdive tesoutees of g local aithait
amd the efficient nanagement of these sesollie s iy @ matter of st
mpertanee”  On the same topie Shior (19 31 is of the opinion that
given tipht tinaneial times, a maio reason tor public real estate
development s fo capitalise on properiy location and value, to penerate
cash ineome tor the conmmunity Nimons {19034 abso sugpests that
efficier. o minimising mamgement of povermient-onaied propity ko
internat operations i leasing decistans and teduction of costs through
disposal of surphus propetties, could vase udpet shorttadls Furthermore,
redeveloping surplas or forechwed propertivs fir socialiv desirable uses
such as housing. industrial or commercial development. could increase
social henefits to constituents. He goes on o sav that in the case of the
rare exceptional property with substantial development potential,
governnents can gain inaneixlly by aning real estate as a revenue-

producing asset.



Thie fivons whe e muvcamge theit 1eo] estate 1esotizees mot only see
sellisns read estate av i wmee o eash thows gd camnes but also see 2
chamve to ennance thein oppattunities to impact profits, dock prices,
PHce canmigs Latios and disndend pavouts  Fins can be done by paving
strateeie attetithon to aetive wequisition, asmagement and dispe sition of

these sesantiees

Furtheomte, compaties nry be ovetioohing an alternative ond ven
effective souree of fimanvimt According to Miles ot al (1989 nwst
financial analusts estinating a cornorate’s @ unimes do tot consid
operating or fancing options inherent m a cerporite’s wal estate,
minky because they dir not han e aceess o the necessary infis mation
They point out that by Toohing fitst at the offive building of the fiim asa
separate asset wnd valving it in an unfes ered state, one begins to see the

patential for hidden valoe in the teal estate

A factor often overfonked by corporate managurs and that literature on
mergers and dequisitions points out, is that a sigaificant propottion of
carporate takeoven anse bevause of wdernvalued and underutilised real
estate assets of the target company  Real estate represents a cheap

source of financing of camporate profects (Kiun, [4993)

Bell (1987) ratses a very impotant pamnt - Over @ period of five years (o
1987, Australia has vxperienced an veonomic shitt « moving from an
intlationaty economy (o a disinflationary econoiiy - Price incresise and
other wavs of heeping apace of inflation can no Jonger be depended
upon  Ina high real interest rate business environment, effective and

elficient manazement of cotporate reab estate will be a sery high privrity



Natw al Resources - tepresenting the vost o mieplaceadle mitmal
Tesottbees e stem mchedens numinge propestios, ol lickls and

timber lands

Other - tepresentinge adudttionat components of praperts, plant .nd
cauipment that cannot be classitied as kind, nataral sesource s,
buildings, machinety and equiptiient. leases. or construction in

PLOETENS.

One of the most compelling teasons for private cosporates to masinise
their teal estate hobdings is because vie of the vorporate ohjectives
should be 1o provide sharcholders with 3 competitive retun
cammensurate with the expectations of shatcholders (Dues, 1982y i ¢ ta
masimise the viilue of the company and thereby the wealth of the

shareholders (Cotreia of o . 198D

It is imparant to note that real estate holdings normally appear undes the
property, plant and equipment part of the asset section of corporite
balance sheets  The items normally appear at their historicat acquisition
amd financing costs and as such are not a true reflection of their current
value  When these factors are considerad in relation to the reparted
vitlue of corporate teal estate weiddwide. one gets an idea of the

incredible weadth that is avatlable tfor utilisation by these corporates.

Gale and Case (1989) put it very succinetly whan they say that corporate
real esfate resources cin represent @ souee ol cash thiough sale of
evcess real estate, sale and feasciaack., of siales and repurchase of equally
watifactory, bt cheaper real estate 11 the properties have appreciited.

these sales miy b g soutee of varnings as well



4. CORPORATE REAL ESTATE -~ THE ISSUES

Zeckhauser and Silverman ¢ 19R3) define corpotate real estate as the Lo
and bnddings owned by compaiies not primasily in the real estate
business  Johinsan 19933 in his teatise = An Industry Protile of
Corporate Real Extate™, poes even Rarther and defines six real estate

sulv-types

Buildings « representing the cost of 9l buikdings ncloded m a
company’s property, plant. and equipnent account  The item includes
irpron ements, leaseholds and feasehold improvements when classified

with buildings, and parking structures that do nat generate revenue

Construction in Progress - reprosenting the capitatised amount of
plant, equipment, and construction that has not been completed  The
item inchudes finds R construstion but excludes property held for

future use.

Land - representing the cast of land used in the production of
revenue. The item includes land and improvements tincluding roads).
leases and leaschold improvements (when classificd with landy and

parking lots

Leases « representing the capitalised value of leases and leasehold
improvements included in property, plant and equipment. The item
includes leases and leasehold improvements when classitted separatciy,

but excludes equipment leased to others.



o Tt Bteratise revien of srtides | repotts amd testbouhs by real
eofdte vuaiers Al practitionets in ondet to wdentify appropriate,
vileetn e and practical tinanciig and madeting techniques amd

Nt IR,

A sigmificant amount of backeround information was ohtained and
vridanee received duting the interviews. which provided focus to explose
ane identity the selevant articles and reports on management, linanciti
and marheting technigues in refation to corporate read estate. The paper
by Britton et al (1989Y in paticalar. prosded the frameworh on which o
apply the wealth nraximising strategios teaded for the proposed Strategic

Value Mianapement Provess



{he senion esecutives of'

& NMijor Tndostoiad € ompinios

o Futaneial Institutions

3 lvestinent Banks

4 International Real Estate Agencies
3 Property DevelopersiOwners

¥ Government Housing Depariment

I Real Estate Marketing Consubtant

were porsonally inferviewed for apptosimately one hour each,

doring which the follwing areas were vovered

corporate strittegy as it related to real estate

real estate orgamsational managemient sttuctures
location and types of real estate

real estite financing techniques used

criteria fi real estate disposal decisions

problems associated with marketing of read estate.

‘The institutions and corporates were chosen for their relvance to

the enhancement of corpusate real estute, their need to maximise

the value of their real estate and their willingness to submit to the

interviews

These interviews did provie focus and direction, however they

were to some extent a disappointment, as none of the corporate

executives intenviewed had piven any serious conskieration to an

overall wealth maximisic. real estate strategy, despite the fact that

they could see the arerit in such an approach. The overall finding

was that the executives managed their real estate on an ad hoc

basis, motivated mainly by their opetational or inves:ment needs



[he abone factars combined. prompeed the deviation Som the oeiging
proposal 1t was decided that instead of sendmg out questionaires, o
e intetiavtty e tesearch process would need 1o be pursaed As sael it
was decided to review an much litetatute, on s wide & range of related
subject matter as pussible and thea conduct personal interviows with
appropriate property executives, in order to develop and civstallise the
concept of Strategic Value Management (SYM). Despite the fact that
using this method did not allow Ky statistical analysis of the results, it
was decided that the deviation was justified is the central theme of this
repart was to formukite a concept that might have practical application

in the corporate world

3.3 Research Method

During the research period three main areas of research were pursind -

e A comprehensive literature review of relevant academic journals
and articles on corparate real estate in order (o identityv the
magnitude of the problem and what efforts had been made to

resolve the problen.

»  Obtaining qualitative data from a sample of Avstralian corporates
by means of unstructured informal personal interviews with
relevant properly executives, in order to determine what
techaigues and strategics were cutrently being applied  This
helped to conceptualise an appropriate and effective strategy

needed to maximise the returns of corporate eal estate



3-

METHOBOLOGY

3.1 Introduction

The prowing awareness by corporate managers of the value in their
unde~ tilised real estate is evidenced by their willingness to be

mtervs, ~ved and to identity and debate the various issues. However,
bevause of the proprietaty nature of the issues discussed it was agreed

that no direct attribution would be made to any corporate or institution

This factor coupled with the fact that the problent of underutilised
corporate reai estate has been quantified and widely reported, dictated

that the research inethod would deviate trom that originally proposed.

4.2 The Process

Zeckhavser (1983), Veale (1988), Avis (1989), Seek (1991}, Kium
(1993} and Webster (1905) amongst others had already identitied and
quantified the problem of underutilised corporate real estate and it was
devided that to further pursue this tine of research would not greatly add
to the existing poo! of knovledge. During this research project it was
found that a large amount of material existed on a variety of corporate
real estate related topics. The greatest outstanding problem was to
determine which material, methods or technigues wonld be the most
appropriate and effective in maximising the returns on corporate real

estate, within the ambit of an overail corporate 1eal exstate stratepy.
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Young Red Estate Feron Joahy Inapether transaetion Investmuent
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codlab. 1ated on a 8340 nullion securties tinanang for the William
Kautinar: Orgamsation i ierms whereot toar vew Yorb City office
buthdings were refimaned by secunioning the itconie steeamni - @ 11ove

fived rate instrunment (zgerak), 1Sy

Property Unit Trusts - Properts Unit Trusts of Real Extate Inestients
Trusts : RENTshas they aie kmwn in the United States have Seen veny
teces-fal in mobiliving vapiza?  Many nsestors. msurance compattivs
dttd petision tumds either do not ke myvesting directiv m propeity and
winh to invest parthv m iliguid tea! propenty asets and patls i relatinehy
Fiquid shates of units in propuits trasts [ the Tnited States the Real
Latate It estinent [rust mathet Bas grown tonrtold in the past few vears

from ahout S12 hiflion in 1402 to atound $48 billion in 1995



aeste ol e ot lamded properis when makine statenic decisons is
opportinty cont, which soasom mone e mahet prive i8ton of of

josy

Apart fiom the tadinmal soutees of capatal fin e fandiste of real estate,
COLIUTALCS oW v e whole new ange o ishey mathet instruments
and struciures whieh they can utilise to etlectively timanee the i teal

I

Securitisation - The withdiawal of taditional sources of capital For teal
estite in TR by hanhs, hie insutance comyanies and pension fands,
the traditional providers of these soutces of timmes, caused the pse of
securitisation by i real estate man ket requiting new somees of capital

D1 Giliberto ¢ 79¢5), the managing ditector of1eal estate research at
Lelman Brothers New Yord ¢whe is recognised as one of the authosities
ol the real estate investment industey in the United States) is quoted as
savir, “Wall Strect was able o inttaduce wn-traditional property
lenders and equity imsy “ars into the market which provided liquidity into
the nunket, set a floor on prices, and ~tabilised the market and allowed
tran~ton.aing v unbundiing of tish and retwin™ in the past certam
sougees of capital did not flow intoe the property seetor hevause the menu
of risk and seturn did not appeal to investors - Securitisation allowed
Wall Street to create a variety of instiuments that have ditkerens

characteristios of risk and tewtn to meet the needs ol difterent imestors

According to Anderson (1905 securitisation has attractive characteristics

for pension tfunds and insurance companies

Liquidity - securitisation makes it possible to tahe non-liquid assets -
P perty of mortgazes - and convert them into securities traded i the

maiket place



The Jewsanies oF ddditonad space by the conpotate, meteases the frm's
asset bane and meest esudt g ioere m curient o evpevied cash
flowes on o' the fin's overall vid Fy climmating: the fite espreaite (o

dhe dispesttiean and Tability gish of propetty vwnesip

Laasingg, mnav s be - fnm of offubalance sheet Brancing in tems
wheteof the cotporation buys 1eal vutate then finanves it thi vugh a
tinancial lease and shows neither the asset por the Jease conttact in it
halanee sheet Whien the corpesation finanees the asset i this manner.
the corpotatien ™ Deht Fyuity Ratio understates the tiae dogiee of
leverage and in addition the Retarn oo Equity Ratie s alse enhaneed as
the real estate does ot apprar on the corporatioss finaneial statements
Another benefit of off-halanee sheet financing is that the Tease pavments,
when the real estate is leased, is normatly less than die amount of
depreciation plus interest payviient when the real estaie is parchased. with

the resultant increase in casih low and profits.

Therefine leasing cither in the form of lease back or off<balance shecet
fimancing, can be a very ellective way to unlock hidden wealth from

corporate real estate and increase the wealth of shareholders

6.3 Funding of Real Fstate

One of the najor ateds of wealth masintisation Gor corporates is the
funding of their real estate tesonrees  Normally the manner in w hich
corporates finance their real estate is fargely & reflection of thetr real
extate as a production fictos 1ather than a resouree with inhierent protit
(Gale and Case, 19891 Because most of these organtsations fund their
praperty the same as any of thew capital investotent they fail to utilise the
leverage capahilities, financing altesnative and the corporates’ own credit

rating. nornedly available for real estate financing The vurrent money



Inereased Favaings - fa sonne conpanates the vbiective in sale Toasebadh
Tansactions teosmphy teoskow maeaed waomes This i aeosmplsdied
By canvettag sty motdse form oF real vatate. mte cash which may fe

needed For expatiaon patposes

No Refundag Problem - nost maotbes are either fived shost teing ot
reducible mottpages
o Fived Short Term Mortgages - are dangerous as ro-financing or
recall van be done m adverse econoiiv amd tusiness comditions
o Reducible Moriguges - are dsadvaniageous hecause a part of the
net pootit atter tay iy absorbed by redemption pavments. This
reduces the abilits to inerease working capital demanded by vising

turnovets, therely reducing the praspects B additional dividends

Higher Dividends - sale Reaseback emables the corporate to achieve
higher profit with unaltered share vapital. The whole ot the additional

pue it accrues for the benefit of the existing shareholders

Tax Suvings - corporates that have portfulivs of properties are penalised
by the ageresation of land taxes. The sale of real estate might result in a
revuction of the land taxes portion of the statutory vutgoing that is

pavable

A study conducted by Allen or . (1993) on ~The Wealth Effects of
Corporate Real Estate Leasing™, researched the effect of sixty-seven
corporate lease announcements and revealed that positive abnormal
returits accrued to the lessee firms This suggested that real estate
leasing decisions benetited the corporate stockbolders because on
average, the market purceives the leasing of real estate as a sound
corporate “ecision. The empirical results of this study provided evidence
that the gnnouncement of corporate real estate leases conveyed positive

information to the tinancial markets.



1}

thes e dble to recene ane bundee g Pl vent wt the iathet value of the

propetty o sile

3ok i1 H - vy .

Permzment I mancmg e finggle vhtame utde 1 wile Il'.lh\.‘h;lt,'!s ate
pesmanentiv avalable to e vorpigate Manasement s Fieed of all
concern alwut the tepravitent on jolloner vt borgon ed tumdy, in adverse

mathets

Lower Transaction Costs - prettine clearance thom the Securitios and
Exchinge Conumission for public effonings of deb amd equity imohe o
lot of managentent tuie, asovel as keeal ard imestment Dankine

wxpemses  Sale leasehachs have relatnely Tow transaction costs

Off Balance Sheet Financing - when a [ease in a sale feaseback is
structured as an vperating lease, the {ransaction mayv not ereate a long

term liability o2 the corporate balanee sheet

Increased Farrngs - by replacing rental vosts for depreciation and
mortgage interest costs, which tend to be imuch higher, corporates can

increase its carnings.

Increased Borrowing Capacity - when selling a property in a propetly
structured sake leaschack, the corporate’s replace fised assets with
current assets, thereby increasing their Cunent Ratin, When a mortgage
property is sold it reduces the Debt-to-Lquity Ratio Both activities

make corporates more attractive to lenders

Take-Over Proteetion - corpurates need to maxinise value for their
shareholders  Selling real estate assets 122 saledeasehack can help
redireet tinds to a c()rpm'ate's core business, whilst limiting the
temptatio. tor outsiders t+ buy the company for the purpose of

liquidating undervihued assets



manapre of 1eal estite at Boise Caseade { oTpRLtion stgrests that.
should it fot e possible to sl operating: management on the Fenetie of
ownership, then an alternative weuld be 1o transder alf the el estate
assels to a voporate real estite departiient, which in tuin then leaeos the

tacilitios to the operatimg units

A more effective stratepy could e a sale feasebick 1 terms whereot the
awher of the property sells the property to an investorowner and
simudtanvously leases the property back thomt the new awner  The use of
the property by the sefler is continued. he receives a capital amount.
typically equal to 106 of the matket value of the property being sold
and the buyer abtains an investmei seeured by the viedit of the selfer
and the quality of the property. Bt was repotted in the Naticnal Real
Estate Investor (Galperin, 1992 that salesfeaseback transactions ae
becoming increasinghy popular in today’s market. as a good way for a
eorporation to sell real estate avsets, raise capital and improve its bajance
sheet without having to neottgage the property. “Cenpanies are looking
to maxinise value for their shareholders and avoid being vulnerable to
unthendly takeovets Selling real estate assets can help redirect funds to
a company’s core business while limiting the temptation of outsiders to
buy & company for the purpose of liquidating certai assets™ (Galperin,
1992).

Sume of the advantages of ehoosing a sale: leaseback as set out by

Dwoskin (1993 of LC A Realty Curporation aie -

Tncreased Liguidity - Sale leaseback of properties that are presently

owned converts past investments into cash.

Hundred Percent Financing - in most other forms of financing,

corporates are limsted by loan-to=y alue restrictions  In a saledeasehack



[

TresaveT e This tvpe o gietion is generally kews Popitkar
with the public becaime it i pereeived that thete 1 Tow

OPPOHUNIY tor a bargain

o Absalute Auctions = tis type of quction features i - 1o T IEY
bid, no published tesetve” stiatesy Avconding to Ken Steven..,
Managing Ditector of Kennedv Witson Incorpotated. Absolute
Auctions are especially gowd tor moderatedy priced homes fi
which there is strong demsand and is a compelling “hook™ to
stimulate interest in the sale  Absolute auctions have been put to
good use by American institutions, such as the Reselution Trust
Corporation. who have had to selt olF fagge portiodios of!

rexidential properties

Whatever the indireet effect of the sale of surplus corporate real estate,
there are mmmerous steategies that can be emploved to etfectively dispose

of corporate teal estate

6.2 Leasing of Real Estate

The objective of corporate managers is to maximise the retutn w
sharcholders - this implies the eflective management of corperate real
estate in order to maxinise the long term value of the company to its

sharcholders

Maximisation of return to sharcholders can give tise to @ conghiet between
the corporate goal and an operating unit’s goal Lo the lease - vs -
ownership dectsion Generally, ow ing assets increases retarn on equity
and cash flow. whilst leasing assets increases short term return ol capital
vested  Shareholders ate conceried with seturs on equity and

i amital Tapy Fhert (1987
operating units ate concerned with retum on capital  Lany Fhert 11987}




internativl v estient commumty in that they are simple to participat.
i, provide a discreet methad fo subinirting Pids and ofter the
apportunits o daa thorengh investieation of the teal estate PLOT (o
putchase S added advantage s that unfike private treats sales, the
sellers have complete control over the sale provess This process is
particularly suited to the sabe of portielios of surphus properties and was
applied o preat effect in the disposal of surplus property for SR

Lintited (see vase stdy)

Oral Auctions - particularly saited for the sale of large porttvlios of
residential properties that are geographivall far apart and where the
seler requires 1 speedy and efifvivnt realisation and settlement of the real
estate. This process enhanees the valee of teal estate by virtue of an
open forum comperitive bidding process and works best with high profile
real estate with strong inhervent demand.  Research done by Mayer (1993
at the Massachusetts Institute of’ Technology, Center tor Real Estare,
found that whilst auctivns serve the surpose of selling real estate quickly.
suct al estate 15 often sold at a signitivant discount  Therefore, this
provess is reatly only suited to holders of large portfolios of real estate.

that have large holding costs

Thete are numerous oral auction forms which offer different bidding
strategies depending on the type of real estate market and the seller’s

requilements;

o Published Reserve (Minimum Bid) Auction - published reserve
prices establish a Ty, ver vredible starting price below which
Diddine is not allowed  This process provides protection for the

aeller and has unfinited potential for achieving naximun prices

o Auction with Unpublished Reserve « with this format the xeller

has the right to acespt or reject any hid below the confidential



These vbsetvatamin are consistent with the tesults of the study condugted
by Glasdenh e af 0108490 whose tesalts ditfered Som those of Owets and
Rurters (198 that they jound f watisacal evideniee o stpmicam
consintent behaviour immcdiately gronnd the announeement of 4 el
estate aeguusiton and onhy wedh evadence of positive tetures afva
dispostion of the teal estate (Thene observations howes er are nt
canvlusive aud must be gualitied. as consideration has not been given to
any estrateous factors that might has e atfected the share prices o' the

respectin e eopotations, during the periods under consideration

A study conducted by Chinstensen and Tovi (1993 toimestgate and
identity the soutces of wealth inereases observed s Glaseoch of of
{198 concloded that sellers ol teal estate assets experienced no change
in total corporate risk s a tesult of the sale Instead the studv found that
sellers experienved better earnings performange in the vear of the sale
This suggest: that the message conveved upon announcement of the sale

ts that shott term cash flows wili improve

The Jisposition strategy of the corporate real estate depends upon the
type of property, its geoggaphical location and the tinancial implication of
the sale on the corporate  Various marketing methads van be

implemented i the dispusition of” corporate real estate -

Private Treaty - the conventional marketing strategy vsed mosthy for the
sale of krger commercial and industrial real estate where a certam
amount of technical expertise is required during the sale process T ong

Tead times are vormally requited dunng this process

Seuled Bid Sales - combines the best of conventional brokerage
transactions with the advantage of an auction program and is particularly
suited to the sale of real estate by public corporates where probity and

tair play are an iste  Sealed Bid Sales have particular appeal for the
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A srves done by Owers and Rosers (1980 identificd 2 signiticant
upsand reviaom of vilies avaoviated with the sll-off of teal estitte dasets
and fousd that calie metcases asansaiod with el estate 4 ~cts
pestractunmyy, are consastent witia the by pothesrs Sisat the valoe of the
corparation increases when their real estate ownensdip is sealigned and
informuition provided about theit separable values  (Hows or, they did
ot interpret their seil-off as supporting the hypothesis o estate
assets are undervalued when in place, to any greater extew .. . other
types of assets 3 These tindings are consistent with those of Glascodh of
el (TUROY Whe tousd statisticaliv sigmiticant positive retams ke corporate
sellers ofiealty assets, partivulanly on annoancement of the sale of real

propesties

These findings are not however consistent with those eperienced in
Australia recently. where three separate Australian corporates namely the
National Australion Banh, Adelande Steanwhip Limuted and CSR T imited
sold very substantial amounts of surplus property  In the case of'
National Austiatian Pank, 2 porttolio of 28 properties vatued at
approsimately AS132,5 million was offered for sale and in the case of
Adelaide Steamship Limited a portiolio of 11 properties valued at
AS173,5 million was offered for sale. As can be seen from the share
prices of the two corporates at the time of sanouncement of the sale (at

AL and A2 respeeiively on Bxhibit 1) no positive returns can be noticed

Different tendencies were noticed in subsequent sales in Australia during
1994, when a second porttolia of To propertivs valued at approximately
ASon million was offered for sale by the Nationa! Australia Bank and a
portfolio of 26 propertics valued at AS05.2 million was offered for sale
by CSR Limited  As van be seen tront the share prices at the time the
propurties were offered for sale, in the vase of the Nittional Australia
Bank ains were noted immediately alter the sale and in the case of CSR
Limited losses were notived immediately after the annowncement of the

sale (at A3 and Ad respectively on Exhibit 2



Inthe s e vt JelU Il dvead that B mam wrate i

USRI mnied was B tocts ot protit and vasi, seduce woy, it
and e et saplus asets © Tioe to dowond G e firanod? voar ended
A1 Maicat P93 procesds ttont the sale of properry. plant and cquipment
fneredsed T ARTR T milion, up A0 million fivm that ealised in the

tood financd veat This ad the etfect of teducing v orking vapita frow

17 g0 17 Theew vears ago this ratto was 21370

This vast mprovement was achieved by selling susplus aswets, partivalativ
surplus corporate tead estate. An mteinational 1e) estate marketing
corpany, kentedi-Wilson Internationdl, was chosen to dispose of'the
surplos real estate Because of the peographical diversity of'the
propuition, A tender method of sale was wsed. Thirtveonie broperties
sttuated m all five Aastralian States were offered for sale 1w g = Strategic
Property Divestment Sealed Bid Tender™ tAppendix A) of which -

¢ IRwere sold

e S were withdrawn because divisional managers believed that they

required the properties for their own operativnal use
» S 3¢ being improved betore being re-otfered for sale

* 3 emain unsold as at the writing of this repoit.

During this precess CSR realiaed A2 million within an ight w veh
marketing petiod  The sucvess of the realis son with “he resulting
muprovenent in the company’s perfnaanee, prompted the rnagenient
of CSR Linited to effer two more properties for s, one in Western
Australia which was sold for ASTS million and ene in New South Wales

which is presentiv in the muarket for A%lon million



9, CSR LRMITED « CASE STUDY

Vi pulthe vormpan: USR Eomted was faumded in Svdney, New Sonth
Wakes, Austraba m R3S a8 @ sugar refining company In 1936 CSR
1imited Becan manutactutog bo” Sne outerials and it is now oe ot the
worht's latgtest baoddmas and comstiaction saterials compames wiih
apetations m Austealy, North Anerses New Zeatand, Asia and the

[ nted Kingdom CSR Lited s also Anstralia's largest producer of
ravy and retined supar and fas investoents i baosire, aluminivm and
ah.omnium preducton Inthe figancia! vear ended 31 March 1998 SR
Limited repetted a net posit of AS391 milhon vn total revenues of

AR ZAN mittion and tedal assets o AST 1 million of which AS4. 298
fien are represested as property. plant and equipment

During 1993 g aew mar g Jivector, Jeid Kells, was appointed at (SR
Lrmted it order to endeas our o revive the company”™s flagging fortunes,
which had been adversels atfected by the impact of the recession on
huilding and construvtion in Australia and the United States He
smediatel set about masumnising the asets of CSR Limited and in the
Narch P Annual Rep st he is reposted as savmg ~ Management of
workiig capital is an important indicator of the improvement taking place
throughout CSR - Werk actess the company on business processes
achieved reductiss i workiog cavitul  We refeemssed on reduving the
amount of cash tied epn ek s dubtors, anderperf g sets and
sufplus dand  This reduced wserking capital rom 21 3% uf satles to

171 Ereny 1o tul] selases cuer ASSH pailhion to huild the company




that wses themt Aveording: te Gk amd e ¢ 1R the primary
Ll
TenpRRSIINETY Fot th desteomation of propuies e sagus within

thie srwaitsation will e with e iathetitne andaor preduction
departnent. dopending st to which wees the propettios e
presenthy bemgoyut - Theretore the desymation will be based
pirmatly upen the operastnmnal needs of the depaitments and ot

npoit the financkl ratwudiey of vontinued operation

Nottrse id Kigers (19X) fornd that vorpotates tend to jpaote
attenipts to profitably dispose of teal estate and normally
disparse of sueht 1eal estate “as s withowt moditication vr
attemipts at engansed marketitis This is @ very impottant point
to note and every attempt shoudd be made to enhange the value
of the surplus real estate before dispasition - Such enhancement
can be in the fm of cosmcde improvement, redevelopment or
tezoning of the real estate (which can be effected efficiently and
effectively by outsourcing these activities). In this regard
Kimbler and Rutherford ¢ 1993) make soute general
recammendations. ~In terms of strategy, managers should
delegateottsource day-te-day tasks and shouid proactively
address corporate straiegic real estare issues, and providers
should support managers in the identification of strategic

activities”

Depending on the tvpe o propeny, its location and value and
alter improvement if necessary. the fullowing marketing
technigaes can he used to realise the mavnimum value for the real
estate -

s Private Treaty sale

s ‘Tender sale

¢ Auction sale (Absolute. Published Reserve or

Unpublished Reserve)




the tental. or mterest plus demreciation amount pavable to g
PropeIty ivestor ot fimancier  The fatictions of passive fong-
W propety imvestment and of aetive turnover of cutrent
gunets are separibed amd Teft to emterprises with different

strategic *hieuses

When deciding which is core property it is important for the
committee to temember that the eorrect money measare of the
use of landed property when making stratepic decisions is
opportunity cost, which is synonvmous with market price, even
when the consequences of using them are u=nopular (Britton of
el 1983

While the leastnyg stratepies can be regarded as another form of
tinancing, the testrictions imposed with loan financing are
generally not found in leasebacks and furthermore the
corporation still g« ta use and control the property to conduct
its operations, with all the security and flexibility that goes with

leasing, w.ithout the responsibilities associated with ownership

Strategies that can be employed to maximise the wealth of core
properties are:-

*  Alanagement

*  Sale/leaseback

»  Leveraged Leaseback

»  Net Lease Sales

8.2.3 Surplus Property:-
As dizcussed. this is the real estate that is not reqguired by the

corpuorate to conduct its operations, either presently or at some

tinte in the fisture, and is surplus to its needs. The designation of

these properties is more fikelv to be determined by the operation



8.2 Carporate Real Fstate Definiting and Strateay

8.2,F Strategic Property:-
Detined as real estute it the cotpotate needs 1o oun an!
conteod, and 1s tequired for its operationa! needs. m ters oF its

loag=terty corporate stratepy

Giale and Case (1989 are of the vpinion that the manter in
whivh companies tinance their real estate resources is largely a
reflection of real estate as a productivn factor, rather than its
inherent profit potential toa the oreranisation and therefise o
contpany sometimes fails to utilise the unigue leverage

cap dlities and financing altentatives, available tor el estate

anapenent.

As discussed, there are minterous management and financial
engineering technigues that can he used to maximise the value
of strategic property and as such, once the committee has
wdentitied the propurty. they will apply any of the following
value enhancing management ot financing technigues -

*  Managentent

* Project Finance

* Securitisation

* Unitisation

»  Commercial Backed Mortgages

8.2.2 Core Property:-

This is real estate that the corporate needs to control but not
awn and is required for its operational needs in wrms of its
meditmsternt corporate strategy. The essence in deaiding wh' s
ix core property is that the rewurn which the gorpotate can vhtain

from not locking up capital in real estate, is much higher than



o Determmmateat ol the opetate 4ol toeds of the lbegis

departments aid the et Lyhonatity of thes Cotttaed
i dtnon

o Protitisation ot the o vas of vivatest oppottiuimty e allow
NN L T alle 3t Becessaty tesiatoes

o Deciding on the corponate thamew otk within which the SVM
prowess will ke pliave

o Deading how to meticate the dnisional mangers to fics on
the need to masimise the retuins of the reat estate undes their
control

s Determination of poheies and procedutes te be adopted when
finaseing. leasing or disposing of real estate

o Appentntetit of consuitants who are going to support the
conimitiee in impienienting the steatesy

¢ Determination of what procedures are to be used in menitoring
the petformance of the provass amd the o wiadtants

o Manggement of the process to ensom: tat conect . action of
the process with the vapital strueture, debt wapacit . cost of

capital amd overalt operations of the corporate

The Strategic Property, Core Property or Surplus Property as
defined, is then “value auded™ in tenns of the vorporate real estate
strategy, and the policies and procedutes as dutermined by the

Corporate Real Estate Mari,. ment & snmittee.



8. STRATEGH' VALUE MANAGEMENT « THE PROCESS

8.1 Management Committee

In tetms of this voncept a Torporate Real Estate Strategie Value
Manageme. ¢ Comntittee is extablished. compmsing senior eneeutives of
the eerporate’s linance amd property departorents, togrether with any

outside consultants

The purpose of this committee is to devise @ 1eal estate sitategy that ks
with the corporate’s primary business strategy and as such, as diseussed
by Flegel (1992} will enable the property to be “pro-actively managed,
the same as stock along with hussn 1esources, equipment and raw

material "

The corporate’s primary business strateuy determines what inputs such ax
fand. labour and capital are needed to parsue the corporate strategy - The
committoe devises a roal estate stratepy after carell consideration of the

real estate tequirenieni: of the primery cotporate strategy.

Steps to be taken by and functions of the committee would nclude -
s Identification and review of all the real estate holdings
¢ Determination of what contribution the teal estate makes as a
factor of production
e Designation of all the corporate real estate into the three

Property types mamely « stratefic, core or surplus property



EXHIBILU 3

CORPORATY, BUSINESS STRATEGY

CORPORATE REAL ESTATE MANAGEMENT COMMITTEL

CORPORATE REAL ESTATE DEFINITION ANP STRATEGY

STRATEGI' VALUE MAN YGEMENT Fuauaial Managers
OF Property Managers
CORPORATE REAL ESTATE Ontsade consullums

STRATEGIC PROPERTY CORE PROPERTY SURPLUS PROPERTY
Manage hManage Develop
Project Frnange L eascbagh = levetine Tt e
Seeuttise O = Btance “heat Finanse  Sell: Tender
Unitise Privale Treaky

Auslion Absoluty
Published Resene
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«, STRATEGIC VALVE MANAGEMENT « ' CONCEP T

After considetation of the followinz Gctors -

o narintis Ivpes of corperdte tedl estate

o wavs i which real estate visies can efficientis be enbanced

2 edeCTe WV of ImMproving cotporate pro wabiies

o qeduction of the capital sequirements of pu ke and private

U RI GO

o averall cotporate stratepy

& g practical process that senpio managers can relate o
the convept of "Corporate Real Estate Strategic Value Management”
was evolved thabebit 3y as 3 means of unlocking the wealth that has been
found to he hidden in & maenty of eoerporate redl estate financial

statenents

The proces« has been named Steategic Value Management to highlight
the major elements of the process namely -

e weudlth creatimg Steategy for e

o manimisation of Value by pro-active

+  Management of corporate 1¢al estate
and can be described as the process that translates the vorporate real
estate strategy mio a real ostate operating decision, i e the praciical
implementation of the corperate bustiiess plan that corporate managers

can identify with and relate to



10 e vontest o the vatteons wedth creatmye statesies that Bave boen
disctissed dbne and bediin i nend that the g ot Papet st
denise d Prcticdl cvtpeiate feal estre stratesss that v massmee (ot
to Ahteholdets and that semes nunagement (particitary finaticial
managentent) e telite b the wiiter has identifed tinee thpes of
properties  Fhese property tvpes have patticalat sstie attibites that van
be enhateed 1 accetvanee == th the pablic v prvate votpotales’ business

afratees and that woeuld o RIGHIU L tately mto their Buisitioss I\Lm\

1 Strategic Property ~1cal estate, tvpicaliy preathy mproved. that the
COTPAe newds to owe and contnod 10 ternis of s long term business
stratesy s than T searsy and that the cotporate regumes o be
able to vonduet its operations B e of it hisigiess plan. A
exampie of this type of properts would be a menutactutng ity o

Jdistzibution ventre

i

Core Praperty - real estate that the corporate needs to control, not
necessatily own, i1 terms of ity medium term strates (1 - 10 years
and that the corporate requites to conduct its existing of futare
uperations  Examples of this type would be an mdustal. commercal

or a retail fachty . T which the corporate would opurate

‘i

Surplus Property - real estate that the corpnzate does not need o
own of control, that is surplus to its tieeds. thiat does not fit into it
corporate strategy of husittess plan and that can be disposed of either

immediatedy or at sene iture date
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An added benefit has Been memtioned b Glaseoch o af ¢ ey in their

atticle on the “Gins from Cotpotate Sell.Ogy, 1 e e o Reat 1 it

Assets” whete thev refetred try Allen and Sena. ¢ WYY e o
significant positi e stock prive teaction Ry the duinige s K1
mergers atd the demonstration by Owers und Rowets ¢ 198y that debt

security offetings of RETTS result in 4 positive stock price reaction
Mortgage Backed Secarities « According to Dr Michael Gilibeno
{1985, the most inpressive mnovatio = in real estate Snance in 1ecent
vegrs have been in the area of Conirervial Mortgage Backed Seqtaritics
Much of the initial seeuritisation of mottgages has been on residential
propettivs TS process was acecherated by e entry into the market af
U S Federal Governmuent backed mortatages. such as those offered by the

Resolution Trust Corporation

As market acceptance of this torm of finance has takes place, recent
mortgage activity hies begun to focus on commercial property and his
pooled the mortgages or cashflows trom these propeeties to suppeort the
fssue of securities. Where necessary any residual rish is insured against
and banks and institutions, which in the past did not want to kend on
direct property, are now willing te take an investment in A or AA rated

mortgage backed securitivs

The development of the mortgage conduit program and secondary
market has provided opportunities Yor proactive lending institiions to te-
enter the commercial mortgage market, white limiting the negative impact
of real estate mortgages on risk-hised computations
The financing strategies discussed allow corpeiies 1o elliviently and
effectively ey their real estate and thereby erease {he wealth of

thetr sharcheddurs
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APPENDIX A

CSR LIMITED

STRATEGIC PROPERTY DIVESTMENT

SEALED BID TENDER BROCHURFE
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Fitstiv, the fact that seme pivae vetponage s Ag oot v
destie to achvely LIRS Ullllllft.k' ot a1l o gl v o
TesLECS, RIS well B practieat applciation and et aie o1

k

olfvctiveness ot the Steategic Value Management prewes fim o, -

or utherwise of the CSR Limited test case wll dictite tie gaeed e -

this voneept is geeepted by piivate and pablic conporates weorhing e

Secutdly, stidies simitar to those comneted i Australig. the ' o
States and the United Kingadom slioukd be conducted it Sewd: Atreoa 5-
Jdeterning current operational propesiy management piactives i i,
and * sivate corpotdles snd whether they are mote etficient in tie
managenient of their corporate real estate, than tht espericiiced

elsewhete in the world




The mest important voneluston 1eached by thes research papes is that the
wealth penerating factons identitied can by tormalised it an werall 1o

L
Eatate RIS PLoCtss

The provess, Corporate Real Estate Strategic Value Management has
been developed and deseribed  This provess will enable senior
management of public and private vorporates to determine and implement
a practival reat estate strategy that will improve profitability and reduce
the vapital requiresient. therebw “unfocking the hidder wealth™ that exists
on the balance sheet. of these vorporates: The potential applization of the
SVM process is discussed as it is being applied to CSR Limited one of

the faggest rdustrial corporations in Australia

Finally. this teport has tdentitied the most appropriate und common
methods of finaneing and marketing used on various types of property in
the Western World - With the intlux of investors, real estate practitioners
in Suuth Aftiva need to be informed of the various nianagement. findncing

and marketing technivues that are used by these imvestars

10,2 Reconmmendation

This research report develops @ vonceptual framework for the
taxintisation of corporate teal estate thit would have considerable
application in Australia. United States of America. the United Kingdom
and South Africa  Although it arguably represents a step in the right

direction. sote outstanding aspects remain unanswered.



(0, CONCLUSION AND RECOMMENDA TION

10,1 Conclusion

One must agtee with Noutse and Kirgets £ 1966), when they sav that
what appeats to be fachmgz » both in business sehools and in business ipwlt
= 15 a well erganised and comprehensive appreach to managing a

COLPOTAGON"s Tedl estate dvse i

The fitst coneloston reaciied by this paper is that underotifised corpotate
s eatate is indeed one of the major issues fwcing public and private
corporates today - Tlis 1s due in part to the viev held by evecutives that
“we are not in the real estate business™ winels has resulted in them net
aiving sirttivient consideration to an everall real estate wealth maximising

stratesy

The second vonelus ‘on reached is that various reports have identified and
discussed corporate real estate strategy and how it derives ffom
corporate business strategy What most of the waiters and commentators
seem to have overfooked is the fact that these stratepies have to
masimise the value of the corporations and thereby the wealth of their
shareholders - one of the tundamental daties of corporate managers

ihe net important conclusion reached is that there are wealth generating
strdtegies available that can be utilised in tormalised structured magner.
that can eileetin ey i efficrently, masintise the value of corporate real

esttes
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Howeser. despite the fact that the disestment of regd patage has

heny

tefativels steersstiid, the waster iy of opitog that the “Strategic Value

Thianagement  process sould be more benefivial to the LONIPANY s it

wartld -

sethd 3 very sorone izl o the market that the management of
CSR T amted 1 dome evernvtbing possible in sider to maximise
returns to their sharehobders

focus the attention of the divisional managers on the need 10
masintise the retain of el estate

fice up their mamgers and erable them to devote all their time
and attention to their cute business

onsure that surplus properties offered o sale have been
enlanced. to enstre manimum piive is ebtained

ensure that thelr core properties are structared in the most cost
and tax effective manner possible

ensute that their siratoge properties are financed appropriately
and ot the best poossible rate

maximise the return on the entire real estate portfolio, instead of

only i portion of their surplus real ertate

The management of CSR Limited have heen approached with a view to

apphving the “Strategic Value Management” corcept to their entie real

estate portfolio currently valued at AST307 million They are recepise

to the coneet and a propuosal is preseatly being submitted tor approval,

the restlts and outeonte whereo! will be a true test of the provess
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cuhfirmed by vendur

Site Sl2o:

Loassbhack:
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2

Property No. 10

A generoty love indasieat site with vasy avcnes, situated approxitately 36 Kifometiod
notth-west of the Sydney CBD. The property is careenty nperating o5 ¢ ooictede
batehing plant which CSHR intends to vaciate in varly 19895 The verdor i ofaring

a short-tem leaseback, which will pravidi an investar it owsier orcipiot securs
rental incame whiln they conplote their ptas for developaent.

Map Reference: Gregory's ED 58 Map 276 F12

Locat Reprosentative: Reg Randall
Bus: (02) 233 5100 AH: (042) 26 3048 Fax. (02) 235 1978
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Map Referonce Gregory’s ED 58 Map 242 HB
Local Representative: Reg Randall
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Bradley Street
Mulgoa
New South Wsales

Market Appraisal:  $800,000
Threshold Value:  $600,000
Ragal ¥4

Approxinately o3 bectare,
120 ot
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Site Size:
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Map Relerénce: Gregory's ED 58 Map 296 E1

Local Representative: Bruse Miller
Bus: (02 221 70 Fax: (020 221 7727

Pryor o adependonty yenfl G0 mforakon progded e

116 Links Road
5t Mary's
New South Wales

Market Appraisal: 8a $ 800,000
Threshold Value: 6a § 520,000
Markat Appraisal: 6b 51,750,000
Threshold Value: &b $1,350,000
Zoning: General Industrial 4¢3
Slte Size: 6a - Approximately
5,400 sam (68,126 suft
&b -- Approximataly
1.88 hectaros 4.6 acris)
Gross
Building Area:  6a- 2,257 sqm (24,294 sqft)

Bb - 7,577 segrn (81,560 sqft)

Property Nos. 6a and 6b

Twwos suprarate idustrial progertes coraprising Factory-warehose huildings with
assuciated officen gl amettos. Lovated it weshiere subueb of Gt Mary's
appraximatnly 49 kilometres from Sydr: o i d recognised imdustmal Jocabios, thuss
Brsifuinsges are welt sutesd to buth owner occupivr or nvestor,

Map Reference: Gregory's ED 58 Map 239 C4

Local Representative: Geoff Thomas
Bus: (G21 233 5100 AH: (02} 976 3980 Fax: (02) 235 1078

Buyes b incdeprngently verty aif mformabon provided horen.
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Property No, 45
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Map Refarence: Gregory's ED 58 Map 339-G3

Local Representative: Geoff Thomas
Bus: 141 D33 5100 AH. 102 976 3990 Fax: 02+ 235 1974
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¥ Parcy Street Property No. 4b

Auburn

“Fooaree pesiden bl of Yung

Sitgated 1 the papuiat isdusteeel location of Aubure, thes factory warehouse Tty
foatiires eepusire to busy St Hillers Rogd and easy aceess o 2l parts <. Sydimy.

Srinbane. Tt wte s ghcaeated N‘W South Wales

The: projierty s unly mingtes fram tho 2000 Glympie Games venue and 10 kit
ot the Benivivig ity of Farramatta,

:'lnmAppraisal: $1,500,000
-'Es;lyld_\falue: $1,100,000

‘!‘W‘ Gonaral ingustricl 3 3
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g Aren:  Appresximately 975 vgor

) 110,495 suft

;TNM
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iy Appraximatisly 5,967 sagm
164,186 sqfts
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santotive; Geoff Thomas
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860 Mount Petrie Road
Mackenzie Queensland

Market Appraisal:  $150,000
Threshold Value:  $10G,000

Zoning:  Nowo Urhan
Site Sixe:  Approsinuitely 4,777 s
32,184 nift)

Property No. 2

Thp seggolat stapmad votet ot psoygrdieg deg v, B B bty Ao Hrod,
b B contiects He Srrdune Eoast with B ald Coant Thns ity e gy,
T wiforitetren saeffs east of Bredenre EB0 Surraundieng nesideni, o el
At b s ke e pesidontab developrent potentat

Map Refargnce: UBD ED 37 Map 37 L2

Local Representative: Alex Nicol
Bug: 1075 9 0122 Mobile: (D18) 7568 123
AH: (075 35 0473 Fax: 1075) 652 0234

Buyer to ndopendentiy verfy il inforanahon provedesd e v
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iy Wt

Cnr Ira Buzkby and
Kremzow Roads
Strathpine Queensland

Market Appralsal;  $1,300,000
Threshiold Value:  §1,000,000

Zoning:  Extractive Industry

Site Slze:  Approximately 32 hoctares
179 aeres)

Property No. 3

The propaty represents an oukstanding oppostanity for futane ressdentiol o eural
tosidential tovetopmiett ina growth asa north west of Besbane, The site is uncleared
antd glose to ostabilizhed eesidential estate developments,

Map Reference: UBD ED 37 Map 6 E3

Lonul_Heprasentativa: Alex Nicol
Bus: (0751 920122 Mohile: {018) 753 123

AH: 5y 35 0773 Fax: (075192 0238
Buyes v meopencgenty vonty 4t wfeanabon proveded Bern
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. Gold Coast Map 4 B4

z‘sr“I.g:PfﬂESntative: Alex Nicol

W ;0?51 920122 Mobile: (018) 768 123
1075} 35 0773 Fax: (076} 92 0238

1d Pacific Highway

Property No. 1
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Market Anpraisal:  $22,000,000
Theechold Value:  £15,000.000

Zoning:  Parcel A -flural B
Parcel B Rural B

Par

~Approvil i Primephe * gpranted from local Council

et € - Extractive industry

for deveiopment of a reygiomadl centee

Site Size:  Approximatal- 120 Ferctares {206 ictes)
Parcel & 1h. Cectares €39 arest
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tig with groat pleasure that CEBR nvites investors,
dovalopers aned auents to parlivipate m g Seated
Fd Tender uf praportios of the CSR Group loeated

draughant five states of Austraha,

Thig 16 8 Rirge codlection of dovelopment sites g
audustrial faciltiog whieh are row surplus to the nepds
AC8R's pusinesses. The s ale topresents g furtir stop
NEBA'S CommitMent to Masinise the worth of ity
Pusiressos and to doaphay its reBunto s Mo ateas

garprating the greatast returm to shirek.kdery

(SR has cammmigsionad Kettnedy Wilsan Internatiunal
to co-ordinate this marketing program to facle-te vour
aquisitsn of thuse propertiss. This brochure highlights
general information for pacht property and contans
atable of prapethies ane berms and comditens of hender
Ta gasist i the analysic and biddma prooess a due
diligence infarmation package is avalahle for each
woperty. You May ohtamn those packages by

Lompletng ard retarmng the due dibgench: packagy

reguest form cortamed in ths brochure.

Athreshold value has peea eatailished for cach
progerty. This wii setyr oa a guideline of v order

t3 hest asness yoof bl e -t w et d FEROTYE [HLE.

Wawelcone and wrcourans ail real estite agents to
BRI Late 1 theg el Lhidie t o fendor erti, Jye ars
nffr,-fing 15 crpmtrgs e esnsed agents whote
Lt gre e sesfiyl porahieers,

Alucnt regiresentatye Ras oo asoigel b eack

BIOLEtty b annint with (RISt i | thire parspetticd,

“hmpleing due dibgence. e subiftstiont Hhird

Hatthaty et Prlessie consult the iy luat PEORGTTY

Ttninary i s e bere 0 thie nigre ST the el

TRRtELEntt e

COT YL
TSR

.

A ther premn ¢ ALt i miamuday tueer of B g
matarialn, CHH vl o1 o b favateatity pom b
that imvalve soomemmont o e SR trailding
WAterab, S developnent peopotaly ptanaed forany

0F ther hites,

I today s wiarketplice. iy offering mpresents an
excellent appartanity 10 purchani some Bine propeitiog.
We Took furward to your Dartiopatiaon in the (54
Seated Bid Torudor,

'/;’7 ’

A

/

Gooffroy Kells
Managing Director
CSR Limited

ACN GO0 001 276
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:.u{ Miney will be payable tn any Porchaser m sannection
“ihing holding of Pralimicu.y Duposits.

as the: Parchasart will Bokd the Proporty.
il in e 1% the Price affered for the Property and

| rily

s ghe - applicatte By '-‘l. A retartin Brefimi b tiwe Purchase Price {heing the same amount);
R TR L ' Himingae 1Pty srespliti . .
TR R ATUR Tiect s th Ut’?msit un[jp‘: : (‘[fnr;?ﬁ'tt.;lf ;,::::;2:“1 t{]}:::::”“ il in e 12, the aotaat of both the Prelinbnony
: ? it the Vi 5 uoliciors o : .
b Wi lj{: entitled to deduct applicable financial instnabions Deposit ind thn. Additional Depusit; .
et At ¥ bank debit taxes and the W incurmed in relation to v Benm 13, the talanee of the Purchase Price after
. taking myta peraunt the Pelinsnary Deposit amd
) Ctn- ; ther Additiunal Depusit; and
gtafe gert bl * ADDITION : HIL, €
puuch thier Freser i H AL DEPOSIT twlald ather debads regquired to complete this Cantraet

i h Ly )
Tty 11 ,_”ﬂd’-‘[‘%rl urdier each Cuntract of Salo 1"Doeposit”) shalt
\ e highar of;
ap aarl thie? i 7t .
T :—.u Foofth 'O ot the Prica; anid
e amount of gt Prositninary Duposit.

g R

-.r..-_,.ﬁg:ff”"t 5 hitghee than the: Praliemnisry Dhaposit then
e gt HiE Mast b paid in imroediately availabte fureds
. Court of “Mitisons Stephen Jagues, Trust

Rk )
UM within 3 t|u\|l'f; after Acceptatint by the Verndor,

of Hitle.

LIt Frafede
it e itrd '
']i Te-muden poformatin .
;%tl‘ b xh".:-.'f'h-d ar 'f.:}..+ i
"r [T URILS .‘_-ir.'rh-.ll .t, B

:;w ppetted F e

-k
D

_\1f
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49

4.10

81

52
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6.1

6.2

1t

1.2

73

1B may aveept or iejeet any bid e tegetiate o
Hacter reggorshingg the teems af any bud sobhmited v
thee variatmn ot gy forms of any bid; amd

fed  May accept oy bad altor ny vatiation of s e,

The Veawdar i ity discrotiestt fmay goeeegt gt aoy fime any
Died in the form i which i wis nrgealty received by tle
Vondur. No negutiations between te Vendor and a Babd
ubfeut tha vperation of aty bid s an oifer ormay e onseed
ag i vowmter-offor renderimg the hid vrigally roceived by
the Vedur incapihile of acevptittice by the Venrdor,

The Verdor will oeve bk nat open ab accepst any bid
priut to the Sealed Bid Tonder Deadbane Date

The Vendor may thict te aceept a i despite the fahee

of tho bid ur the Bidfdor ta compiy with those Terots amld
Conditioans.

Tha Vendor wili consider awune: . o toria wiwen sefeeting
a bid including, withaut limitatic . price offered aing e
finaneal capability of the Bahde v pay cash or ubtain tisnd
party firoheing,

Ta assist tha Vendor making 4 decisio, thi Vendor may
require Biddera to subhnt financal infarmation after the
Sealed Bid Terder Deadiiee Date.

Tha Vondor has i obligation or lability to a Bidder yimtil
thet Vendra in its discrobist scoepts that Bidder's bid in
accordar.ce with these Torms amd Corditions.

31D FORM AND CONTRACT OF SALE
The Bid Frrm and Contract of Sale for pach Propery cigs be
found e the Due Diligenice Packaye for the specific Property.

When used in these Terms sl Somditions, the expressions
8id Form and Cantract of Sale mean those docisnents iy
found in the Tree Diligence Packag: incorpurating when:
refevant any amendments or supplements puesuant to
section 7.3,

THRESHOLD VALUES AND MARKET
APPRAISAL

The Threshold Value is an indication of the ainimun
amount at or above which the Vendor will conaiiet seihing
the Property 1o a Biddor, The Vendor may sell a Piopeny
at or holow ita Threshold Vatue a5 under ne obligation
s sell & Property to a Bitder wha 1as offered an amam
equal to or in excesy of the Tiweshold Value,

The Market Appraisil 5 on indication as to the propaity’s
warth.

DUE DILIGENCYE PACKAGES

Dus Diligenee Packages providimg siam specific infarmatian
on aach Praperty may be ubtained by oxecuting and
delivering to the Sealed Bid Tender Information OHice the
Due: Diligence Package Heguest Form and Mot Bisclosuen
Undertaking contained i this Brochare taget wir with i foe
of A850,00 for nach Due Diligunse Package tequuested. This
fee may be paid by cheque, Visa, Mastercand, Bankcard,
Diners Club ur American Exprogs.

[)uu‘Dilignn[:e Packanes pontain, where availabile or
appticible, certain of the foltuwing information:

* Lucation Mups « Tenancy Schodules « Copes
of Leases and Tesms » Depreciation Schndules
* Suwveys » Flour and Site Plans » Title Dotails
* Environmenta! Bepurts « Actual Qubsoings

* Procedures, Terms and Conditions « Contract
of Sale and Sealed Did Form » Qthesr relevant
information

The Vendor may amend and supplerment the Dins Dl
Packayus Gincluding the Bid Form and the Contracts of
Sale) at any time prior to the Sealed Bid Deadine Datee,
Any such additiona! informatinn as relarted to it this

(1A ]

9.
1

10.

s it artd i e Bos They will bie feraandesd by popoaon,
whint fodye a regaest formn refetred B s e 51 by the
1w al Reprenentative e spocried it s Brochiaod ty
th Seilesdd Bed Tesslee lefarstions Offieee.

ACHN, WLEDGEMENTS BY BIDDER

Thie Bindedo anekemondledegess e agrens that

A the Sidder dovs pat 1ely onaby mformgtion,
P NI, letter, dacuttient of grkmegemem
pirte fndung, wihioat iittation the Die Dideqon e
Sickanged e ather cortcbiet i aedding oo are o g
the sipplicabsle Contractof Sale and that f i s
Eud vy acerepted, he gpgdicabsle Contrac? of Se il
canstilute thedly degteeient bedieon thn Vedwdor nd
thes Hidederr;

ibr i ki o b, the Bidedor demonot ey apen any
Witk repretientatues stobernmt an arfosnition
it of presgaded By or on biiehalt of the Verdor
tistclerdiong, withon® brvitation, the e I hhgenoe
Prachasgen) igeest as an mxtensty provaded nthe
spplicabiie Contract oF Sl

fod o makiag 3 bid, Bhes Bidder has redied entoly pon
the Rigdder's et epsquiirios dnd insgaechion in roelation:
to: the apphicable Property:

alv T Venddor grad Kenmedy Wiluon Pty Lt are not
fiabiiey by o Bigdder s a resuit of any mformation
staloment, warranty . ropresentation, fettor, doeument
ar areampinent fmcluditgt, without hnntation, the Poe
Ditipenes Packagey or aby cortoct provigded. noade or
inme by or om bebad of the Vemdor or Kemedy
Wilsan Pry Lt as the vate tiay e and

et Vendae akd Kennody Walsen Pty Lid ane not resjaan
sible for any cost O exprise e ted by anyg Baddenan
e pativg ad Joadmag a B or any imaestigaton by the
Bidder in relation tr thie Property.

BUYER'S PREMIUM

In addition ta paymestt of thes purchazse price, successful
Bidders are regquirnd t pay to the Vendor, at settbment of
o prrrchiase, a “Huyer's Prenziam” which s dare amount egua
tus 1.5 of tha purchase price of e applicable Property.

The Purck aser acknewhsdyes that the Buyer's Premin is
o payitent fo assist He Vendar to meut the niarkedanng conts
an the sale af the Prepenty tinciiding promotendal and
uther activitios undir the Morketing Programe.

CO-OPERATING AGENT PARTICIPATION

HEY A Co-Operating Agent Fro ogual to LE af the parehise

price of the applicable Propesty will be paid be the Vendor

upon settlement of the sate to @ ruatified lieensed Reat

Estate Agent ¢ Co Operating Agent” whose prosuect

setthes the purehose of the Propetty. The Vendor will oy

pay the Co Oporating Agqunt Fee if and ta the exdent the

Verdur reerives at the settleient the applicable Buye's

Pressun regquited 1o be pasd as provided wider sechon 9

uf thesiy Jorms and Conditions.

Tuz eesaatity Fost pavamient af tie Co-Oporatimg Agent Foe,

it Go Operating Agent roust:

td  be duiy liceased as o Redl Estate Ageatin aevandanee
with applicable s in Hie State in which Hie Property
in mituatend; and

th  be nominated by the prospstive Bidder an the
appmpriato Co- Operating Agent Registranioen i-_urm
avitilabhs fram the Sealed Bid Tender Infarmation
Offize, The completed form is to Do doliverigd or faxed
to thes Informition Offices vt o biefore the: Sevlerd Hu_i
Ton Deadting Date. Mo otber method of rongisiration
will b rocagnised or aceeplexd.
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LD BID TENDER DEADLINE DAT:
"'.. B GT v Thursdy RERITIIIE LR

¢ALED BID TENDER INFORMATION OFFICE:
i Haare B po Rkouday 1o boday
) s Tendinng pablne Hatid et

- Wi 2317

i BRMAL IR

e, LS8 Group
Attortum. Wenmedy Wil Py L1
Seated Hud Testider infarrtatonns (ke
Leweti 8. B Elirabnth treot
Sy NOW 2000
AUSTRALIA

' :ENDOR:
spiar by pach propetly modns Hesabty ivhed e sueh o the
st of Safe for that prapeety.

ENDOR'S SOLICITORS:

s Mallosinrs Stanttess S
Guworaar Bhdip Tower
Leve! GO, § Farror Py
Sydnoy NSW 2URO
AUSTRADA

Mr Frank 2ipfinger

x 08 4n1 4Tz Seone 1020 250 3000

. S 02 250 3133
Do . IDDER:
st g Bas todiged a bid far o property it accardartoe Wikl
o Tormg and Conddions.
"ROPERTY:

j “rally P@ans Hig proportes tatod in B Brochegte ang oaet
St property specifiod it a bt ot relatuon to that hid

- PROPERTY INSPECTIONS
F"’D_DW Mshechons are cvadihle by appointiment or it
ke tittng spetifind in ths Brochare, Praspies tive Bicders,
Ty ﬁl:f't_edult: an ingpeetion of o Prapetty by cortactingg the
Eoprapriate Local Heprotenbative ab the teliphetie mumber
Teteed in thus broaghme.,

-~ BID PROCEDURE
¢ Seated hits must b
fa} Piaced in @ Seigded eradape cluoatly rigkisd “Soaled
Bidt fur the: purchase of . Tinsert Property Noumiber]”
' a"l_j f_mwaniuu b cined Ficwived by the Vondor's
Soliitors, Maltesons Stophes Jadques, Attenhon.
Mr Frank Zipfinger, Matlason: Stephen dagus,
Governer Phittip Tower, Levet G0, 1 Farner Place,
Sydiay NSW 2000, Australia); ot
ik Sent by “arsimiie ¢ ther Vinrdor's Solictors, Maflesare
*F’mi{“(-'_ll Jaggues, ttentienn Mr F ok dipfioger,
acsimnile No 161 02 250 3333, on or o 00 pro
EST o Thisesdary 23 Junne 1494,

A:‘::Irds mus':t ke stbimitted o6 the sppl ivahiter Bied Form i
nhtrart atf Saler thtieh earr b founed ins ek Das Dilggens.e
kgl obitaimag frivm the Svated Bid Tencer informction
. 68t coreplited an oy ided 1 sestion 2.4

:‘.:I'ift:iﬁgﬁ‘ -‘sml_l hy Tuesimibe 1t genopdanoes with secher

‘,:(m";u 8 gl af tae fed ik e Bigd Form and the

‘ Wcey il ‘:‘f Batel and e Protiminary Beposit nost be

Tmr;-f;-,(.n, i sr:uhl.wl envaslespes qrarked “Fewden) Bid Tor the
”Flﬂ;aln;{: ;Jf.,, [innert Ffmpmtv futnher]” ind st bie

o 4772 et in'fpg‘l_[il'rlr! Putstiviad by the Vendon s sudicten s, i

: 28y, 199;.1" 2.1 un e baetone 500 m E23d on Frcday

™ .
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4.2
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HE PROCED!IRES; TERMS AND CONDITIONS OF '
sROUP SERLED BID TENDER (“''ERMS AND COND'IIl%FO%SSR;’)

Toomubie o bd, o Hodder Dt
)it o thie Bod Feoryg,
HY o M Rl e oo s, o B B
firy b Pricer osffponead,
e e Boger s Presums sabin b voest e 157 .
ol B B iiffereedd; ) R
it fbaatfrar detaiby eegiinnd fo annpliete Hhe Bid Forar;
U9 ivpr i dhie Corbrags b ol Ble:
ni t!u.- tlpvant detailn of any anit & teguned o tha
Gontraet of Sated of tiws Budier s vy iton,, .
st e Bl s and aeddnen, of the Bidder;
wiik e Price utfomed; atnd
iyt it ether ettt rogenfed o oeapiioge thio
Contrilt i Saby;

@ pnnnge Hygt the Bid Form e st F Bk e
]mr-;h! dIE artendinerts dimd supplerents pusoiadnt to
actieny 1.9

o pronesly execite e Bid Form ang S Contrgt
of Sale;

b seid by _f‘ms;imnm faatid srbsetquetitly defiver) o delver
ther e Fonm, Conteact of Sate atd Prebntitary Degsnsiy
iy geeordange with these Teoms and Congitions, and

ifr invespeet of 3 property in Suath Australia. cnmply
Witk section 15.3.

Whare a Bad Forsn ar Contract of Sale temds te b
votipipted by a Brider pursuant to sechon 2.4 amd the
Ladirdor fails be do so, the Bidder autherises the Yendor aoid
the Verdar's Sabivitors o vemplebe sueb details o benglf
uf the Bidder.

NATURE OF BID

All the: terms and congditions retating to the purihase of each

Peoporty ate cuntaired i the apptizabie Contract of Sihe.

A bidd is an offer by the Bidder i accondanue with these

Terns and Condituins tre purchage d Property apon the

tenms and conditiens of g apphicable Cortract of Sale,

A bid ig irrevocash untl the later of:

tal 14 July 1994: and

ty) the dete the Venrdor 1eeeivis a motce irn writeerep from
1hi: Brededor that the bid i rovokesd.

A Biduor iy sint rovake a bid prior o 34 July 1904, Ha

Biditlur athermpts or parpotts te revoke d tréad prrice ter

14 July 1994, withaut prejadice o s ather rights, e

Voo iy retain te Preliminary Depanat.

IF e fprms merkind by o Biddes i the Hie! Foeny and twe

Cutrinct of Sile e peonsistint, tpe fope i e Cuntract

of Gale shalt cunstitute the Birclaee's, baidk.

RESPONSE TO BIDS

A il 1 b aceeptid hy Hier esrdor o ot Jiefons the i
the birl s evoked inaceondarie witht those Teares angd
Conditinns by sxeciding o costprtee part of the Contract of
&1, AR such execiiarn, the Verndor wil deliver (o e
Ritlder of the Bihior's sordiitens arind in the bad, lhelv
coppstetynatt af the Contract of Giglr ewealed By the Yendior

Thee tlate saf arceptanmee of D it Hs chate wn \a.fhlrl\ the
Caprtrark nf fBake s exeiti by tine Yoot The Vonder i
gthonsetd by the Buder to it Hiat date i cact rognter
prart oof e Contrae! of Sali v eilind by th1e et

e pefouant Contrie of Bt ek by i
sneded oo eorired o the Hudsh
pg ol Sl or the Birafchre &

Muetvery oE L !

ottt 1 prade wlhem b g i

ot Hhae secfilont sHown i s oml 1 the

sl s e oyt ine the Comract of Sale

[hies Yeundor

G posetree Hue pigghd. i i
pop rezpe 3ol Bde

e bl Ly el any Lnd

R



Lot 155 Caspian Way
Brigadoon
Western Australia

Marlet Apprajsal: $450,000
Throshold Value:  $330,000

Specil Rurat

Anproxinately 200 saom
12,153 syt

Zoning:
Living Area:

Sie Sizen

Approximately 148 heckars
14.b aeres)

Property No. 26

Brigasfunn v i up market farak resgentiol “hResbyle” ostate, set m e prtineg e
sagttonitibings of Wie Svean Valley, soine 0 koo sootte cast of Petth, Thic, agprd
winmmtg abehieetarally dessgpet e features thiee bedeoome, atdy and forgl
Thetbnd et edptistisic] ath the charonof s gl omremhiogt,

.,
L]
,.aswﬁrr-h J35.05
’ [ pfroetin J3a

i F."ETQ-‘ &

. - ™ ) tharerP
s '... ‘M-_ .1‘

Map Reference: UBD ED 35 Map 115 NB
Locat Representative: Terry Taylor
Bus: 109) 322 1244 AH: (018} 821 207 Fax: (09) 481 4112

Open For I pecton: Evony Salurdkly 10am - 12 n00n
Buver tande sondortty venly S stformalion provded e,

Lots 10 and 11
Klem Avenue
Redcliffe

Western Australia

Market Appralsal:  $550,000
Threshold Value:  $350,000
Zoning:

Sita Size:

Industeial

Lat 10 - Appradmately
1.25 hectares 13,2 acras)
Lot 11 - Approximately
7.130 sqm {76,748 suin

Property No. 26

Twa outstanding industrial propertivg lucated 18 kilometres from Porth adpacent

10 Porth Airport. Tha lots have level contours und are irregular in shape Featuring
vxpnsure to the busy Tonkin Highway and with a combined frontage of approximately
142 metees, the sites ata heing offered as one parced ar as bvo industrial sites.

?EEI?INBPECTIONS

e I8 3M0ke by Jrp e 5
-t tha Brochen, Brgps v

M E MERRLHOR OF 3 Propaey, v

_ R by

: 003 Beproeantatin e gy
._«.wshmcnure. S
TH0tEDtRy

SR g

[N
;;::.m A5eated poye
" Dl of

)

Map Reference: UBD ED 35 Map 21 D8

Local Rapresentative: Terry Taylor
Buu: (09) 322 1244 AH: (01R) 921 297 Fax: (09) 481 4712

Huyet i moopendontly veudy aif sfottation provided fiorom.



520 gchelefield Road
: 2saoliff .
iy 14 hhmuam-h Yoy Gﬂum Allﬂt!'alla

., i
<lity foityyr,.

Yeif of imurm;:-n
ey

vt Apprafeat: $900,000
ptold Value:  §800,000

— Resudontiat 8 e
gt Approximnloly 3 L33 g
' 136,863 syl

gﬂ, aren Approsumately B s
15,920 saftt

Property No, 23

BTl e B ot fn Adebaides (s php, WY e Actiustedr .
Balowh e daprigy, fac ity g, e o
Ry ity el S bt ol oot tore,

R O DRFTES FATTLPITIE FPTRY O S resaiedintide it

I e e g ades,
Tt e et i o0 Bl LOE

ey

Map Reference: UBD ED 31 Map 152 K14

Local Reprasentative: Andrew Lucas
Bus: 1033 410 4856 AN (08) 269 6739 Fax: (0B) 410 1854

Fuser i ndepeantonity wonfl it srfoeemabon rovudod heren,

Jnr Mawson and
lis Roads Meadows
i - Suth Australia

et Appralsal:  $90,000

3 plus 1900 5qr: hold Value:  $50,000

_ g Rurai Water Protuction
e e Anproximately 1,738 sgm
183,203 sqft)

Property No. 24

Lo atext in the rara! townsiip of Meadows, approximatily 32 kilermetres southeast
uf te vity of Adelade, this cormet aitatment is suited to ight industrial developmnbt.

Local Representative; Andrew Lucas
Bus: (UH)pd'fU BYsE AH: (08) 269 6738 Fax: (00 410 154

Byt o mdopercontly verdy 3 forniabon provided B,



Rennie Road Property No. 22 5

Glanville This ctrtanding deyrlagurent site e tatilabd o Pt Aet-linae oy Tkilanet i the
South Australia it of the Adulinede Centrat Byt pedrict, Sulrdantially s beatendaf inproverents,
vy abid apver e BEE ettt ey fytiane

U Gt s atatilabse alt gL et
posichitiah o mausti feveleprnent.

Vawson and
‘i Hoas Maatows
- 2 Awsralia

Market Appraisal:  $1,800,000
Threshold Value:  $1,350.000

Zoning: Part Adclaids District Gentte s S90.000
Slte Slze: Approximately 4.3 hectares (17 avres phus 190D sgre ity 450000
120,452 sqft) of teasehold Ll ) }
R g Pk

Buyor lo independently venfy all informalion PrOed Berin

| AU

Map Refarerice: UED ED 31 Map 91 M9

Local Representative: Andraw Lucds
Hus: (08) 410 0955 AH: ((8) 269 6739
Fax: {08} 410 1854

S




ity Feor fatuing ; AN mliﬁ
BT R Jd
1y ., . ail AR T !
ulr ,hlm Bt i th). hp-.n,-y m‘;:‘.\:‘ .I| RaLL T jﬂ
At of M!?“nmllh-'s. Cong, m;.,‘ by, iy v

. s,

Wiy, L4

.:Mpprnisul: $1.300.000
anidValue:  $1.000,000

AL EREA T AN |

Appmvanale .
A2t T

&

' 209

8 Fax: (03) 602 2027
O od herom.

Property No. 20

-

A ' R O TR TIL ' l§II.II:!“:?P\I‘II“.II.'!'!I”:llllil'l'l‘-”v'l'l!’<|"'l[||_¢'
-, Rt et T, e [ T | SF L g il P

[ LU AU e bk AR LRTES NO SN Hf'“-‘""f"--u'lt'-{:'. WM

' ! L T N Y LT TR S NS TR

B ELETE Y R P

Map Reference: Melway ED 22 Map 79 G6

Local Reprasentative: Barry Marks
Buy: 103 791 7300 AW 1035 428 5816 Fax: (03 794 7563

Eoiem b WR0STIOM TGS I maton providend Here,

) 19¢

af band siwated sorme 1.5 kiforttetres month of
fe by pompiomeatary mudustriol floveloprents
Properties are biping offeret os one Stock or

et Anpraisal:  $400,000
':liwlti \falue: $320,000

W Goneral Ingustnat
i, Approximately 1.2 ot
13 acrest

D 225 K7

sckdate _
68 Fax: (03) 60z 2227

W P osck o Fetedl.

Property No. 21

Theg praperty in g love!, ireguiar shapad industrial site strategaeally lovated off the
Gronmg Road approxmately 16 ilometres west of the Meibourne GPO. T property
sant At fOT ogenet-accupiee of investor.

Map Reference: Melway ED 22 Map 410C8

Loea! Representative: Phillip Cook s e
B msnpsma 2000 AH: (03 #35 GH08 Fax: (03) 602 2207

Birryeyw b miifepemedenty vonfe ot nfeteatahon provahad derer?

-] e}



Cur 280 Whitehall
Barsdon and
Fraderick Stroets
Yarraville Victoria

$300,000
$220,000

General Industtial

Approximately b,000 sqm
163,820 sgft)

Markat Appraisal:
Thrashold Value;

Zanihg:
Sha Slze:

AEr, g o i i ]

Tonk Gigont

R ———

Beroer

 Tiaredon srrot

Keloyine
LT

B

E“-:E:_:.g_haﬂ Streat

%

bt O
Fredencl hteert lei Htm 'L ——
L0

Property No. 18

A tovel cathier alfotnemt withs thes opoetumity for futae odusdnad Wpe devedoprions.
tefenatly vaitottond uts tie western sice oF Wheitehail Stroet e g sy audisstra Frenctt Y
of Yarrayitle, sppreninmately 3 kilontetres aest of Melbouee's Central Busines Disangr,

Map Reference: Melway ED 22 Map 42 €8

Lotal Representative: Phillip Cook o e
Bug: (03) 805 3000 AH: (03) 436 6698 Fax: (03) 602 2227 -
Buyer tp indgpendently verty ail mfdimaton provided e,

Mornington Straet
North Geelong
Victoria

19a
19a
19h
19h
19¢c
19¢c

!ndusttial A

18a Approximately
1.5 ha 43.7 acrest
18b Approximately
2.4 ha (6.0 acres)
19s Approximately
3.1 ha {76 acres)

Markat Appraisal.
Threshold Value:

Market Appraizal;
Threshold Value:
Market Appraisal:
Thrashold Value:

Zol'ling'
Site Sizes:

$300,000
$220,000
$400,009
$300,000
3500,000
$400,000
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Property Nos. 19a, 19b, 19¢c

Threa leval allotrents af guality industrial land situated seme 1.5 kilometres north of
the Geclong GPO. The sites are swrrounded by complementiry industrial devel aients
and have frontage to Mornington Street. Proparties are being offered as ore bloc, 7
three indivitdual parcels.

Genear.'ﬂq.~f,.1u‘.,m‘,jll o
Aoprasiny
By S 1.2 hiotargs

Map Reference: Melway D 22 Map 225 K7

Local Repressntative: Stephen Stocikdale
Bus: (033 606 3000 AH: {03) 6571 1258 Fax: (03) 602 2227

BUyer ter inc:penaently venily at mionmition provided heten




" Peterance: Melway ED 22

presentative: Staphen Stockdale

Market Appraisal:  $7.500,000
Threshold Valve: 55,900,000

Zofing-
Sitn Size’

CGross
Building Area

Leaseback:

e
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