What is a joint venture?
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A JV is when two or more parties come together to achieve
a common objective.
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Types of Joint Ventures

1) JV with Seller/Owner — property on the market
A) Reno
B) Development / Commercial

;, *Property remains owned by seller hence no transfer costs
N | Beneficial if owner has no/low debt on property & the equity can be used to

fund deal — hence no/low money down deal.
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Types of Joint Ventures

2) JV with Owner — property off-market
A) Reno
B) Development / Commercial

3) JV with Investor/money partner

4) JV with professional / specialist
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What are the three pillars?

Skill

Time
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What reasons would someone do a
joint venture?
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What reasons would someone do a
joint venture?

* Some people have equity & serviceability but no time

* Some people equity & serviceability but no knowledge

 Some people have equity but no income

* Some have income but no equity

 Some people have no income or equity but have knowledge

e Some people can do more by pooling their resources — more
deals or larger deals
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Joint Venture (JV) — A Valuable Tool
“Have to” Vs “Choose to” JV's

Choose to leverage your resources — time,
knowledge, equity, or serviceability
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The Question becomes — Why wouldn’t you?

OTHER PEOPLES I L VE
M%NEY REAL ESTATE



What types of strategies work for JV’s?
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What are the roles in a JV?

1. Doing — Working party — Has Time
2. Experience / Expertise / Knowledge party

3. Equity party

4. Serviceability party
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What are the roles in a JV?
You As Doing Party —

Responsible for -

Finding deal

Presenting deal

Project managing

Delivering the deal as proposed at beginning
Considerations —

1) Security e.g. caveat on purchased property
2) Paid during or at end — if paid during, more cash req. upfront

3) What if the deal makes a loss — do you have to contribute cash?
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What are the roles in a JV?
You As Equity Party —

1) JV partner — part of the deal, upside & downside risk exposure, split

of profit/loss
2) Private money lender — fixed return on your funds - regardless of
success of deal, loan agreement (& mortgage) in place

{%‘

Considerations —

Security provided e.g. caveat

Contribute all funds up front

How funds are returned if can’t sell or re-finance
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What are the roles in a JV?

You As Serviceability Party —

1) Need to be market ready
2) Future borrowing capacity may be reduced for duration
of deal.

Considerations —
On title & loan so need to lodge tax return, BAS?
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The BIG Question...

What comes first? The deal or the JV partner?
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The deal or the JV partner?
Pro’s and Con’s

JV Partner First

* Less stressful when looking & negotiating on deal

* Can have multiple JV’s in wings

* Can take time to make decisions

* Match deal to JV partners capacity — equity / serviceability
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The deal or the JV partner?

Pro’s and Con’s
Deal First

* You have to make assumptions on location, price point & strategy
e.g. assume $S450k purchase

* Know what S required by JV

* Time restrictions therefore more stressful

* Desperation —can result in poor decisions e.g. poor JV match or
process not done thoroughly

* Uncertainty about what entity name on contract to secure deal
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The deal or the JV partner?

Pro’s and Con’s
Overall you need to:

* Spend time cultivating JV relationships at the same time as

IV

researching deals. 2. &8
ﬁ ‘%‘::‘.‘.‘ ‘.j

e Both take time so do it at the same time
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How do you find Joint Venture Partners?

Think of your potential partners like customers....
‘who do they see before they come to you?’

E.G if your in the business of selling honey moons, you go to a
jeweller that sells engagement rings and partner with them
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How do you find Joint Venture Partners?

. Attend networking events where your target market is hanging out
. Family and friends
. | Love Real Estate Community K A ¢ ﬂ h
. Mortgage Brokers and A
. Accountants

. Solicitors

. Town planners / land surveyors / draftees etc.
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What’s Your JV Pitch?

The Q/

I .\ :\j t h
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Your Elevator Pitch — What is it?

! A short and punchy way to communicate your value to
another person interested in property investing.

m Pitch should only last for 30 seconds.

g Can be used at networking events, meeting new people or
in an elevator!

o Do the Pre-Work!

OTHER PEOPLES

M”f@N EY EAL ESTATE




Activity — Role Play Your Pitch

Decide on your role in the JV e.g. doing, money,
serviceability party

Pair up and take turns to give your 30 second pitch
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How to Structure a Pitch -

Step One: Demonstrate Focus

What is it that you are seeking? i.e. money partner, deal finder etc.
Think about the type of strategy, location and price point.

* Be clear on what you are looking for?
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For example....

Hi, my name s .........
| run a property development business that specialises in building affordable
accommodation for disadvantaged youth that also attracts high yields for
investors.

Or
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Step Two: Establish Credibility

Establish your credibility i.e. skills, background, experiences in property
or non property related areas.

Ask yourself, “what qualities do | possess that | can implement with
property?”
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For example....

Over the past four years, I've been able to create a real estate portfolio worth
$11,000,000 while paying to my investors over $3,000,000 in profits

Or
Over the past 2 years, I've immersed myself into property education and
mentoring and am entering into my first deal.

. I've spent the last ten years as a mechanical engineer & decided that my skills
would transfer terrifically into property development.
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Step Three: Pick a Side

Are you the “Doing” partner, or the "Money” partner?

Do you have time / equity / knowledge / serviceability ?
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For example....

| partner with real estate investors who have lazy equity in their home
or cash in their accounts and like to achieve much healthier
returns than the banks can provide.

Or

. I'm looking to invest money into projects that are safe, secure and set for
fantastic profits!
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Step Four: What Problem Do You Solve?

What are your potential JV partners challenged or frustrated by?

And — how can you help them?

ProBRel]
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For example....

What I've noticed is that finding a deal that stacks up, in a great location,
is harder than it seems. |'ve got great relationships with people
who bring me deals all the time.

Or

One of the largest frustrations that my JV partners face is that they
have no serviceability to purchase a deal, even though they are
experienced and knowledgeable investors...
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Step Five: Why People Love
Working With You?

What is it about you that people love?

What can you bring to the table that other’s can’t?

Why do people come back and continue working with you?
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For example....

People love working with me because | communicate regularly, I've got a
stable track record and | make investing fun!

Or

People love working with me because I’'m reliable and show integrity in all
facets of my business.
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Activity — Role Play Structured Pitch

Pair up (same partner) & take turns to give your 30 second
structured pitch
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Build a Mini - Database

1. Build your own asset

2. Begin to make a list of people you can go to with
opportunities

3. Nurture your list

4. Stay in regular contact and keep them updated to any
changes / market updates etc.

5. Survey your list, find out what they want.
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You have them, so now what?

* Qualify your new prospective Joint Venture Partner
* Prepare and interview — treat it like a job interview!

e Assess their level of risk

* Once you have qualified your JV partner against your criteria,
get them to see a strategist from ILN.

*Ensure all decision makers are at meeting!
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What should you discuss?

 What are all the possible outcomes?

* Who will be responsible for making decisions?
 How often do you review the feasibility?
 What roles does each partner play?

 What type of structure will you create?
 Who will pay the bills?

1 I’FE" "‘:'»TE

* Who will set up a bank account? SRy
L] L] L] {i §‘
* How often you intend on communicating R

* Dispute resolution

OTHER PEOPLES

MQ,,@N EY REAL ESTATE



lroned out all the creases?

Pacific Law Checklist

PACIFIC LAW

Itis important to know the full and proper names for the Parties to the Joint Venture.

Please lst the full names of the Parties, including any relevant Trusts.

Full Name
Contact de
(eg address, phone, fax,

email)
["Authorised Signatories
(eg Directors/Trustees)

Full Name
Contact details
(eg address, phone, fax,

| ‘email)
JOINT VENTURE CHECKLIST and INFORMATION e 7 -
BOOKLET — — R
Full Name

This ChecKist is intended to raise important issues for you to consider for your Joint Venture. It is not a Contact det
substitute for legal advice. (eg address, phone, fax, |
Your Joint Venture Agreement should address the issues that you consider important for your particular email) |
Project. You should not let this Checklist limit the issues you consider A St

(eg Directors/Trustees)

Once you have completed this Checklist, please retum it to David Netherton by email
(david@pacificlaw.com.au) or fax (07 5479 4853) s we can prepare your Joint Venture Agreement.

Have all relevant Trusts been established? ves O No O
Have all relevant Companies been incorporated? Yes O No O
—
Phone: 07 5443 4744
Gl www.pacificlaw.com.au W pacifclaw.com.au PACIFIC LAW Page 1

Level 1, 5 Plaza Parade, Maroochydore Qid 4558 Email: info@pacificlaw.com au
PO Box 1669, Sunshine Plaza Qid 4558 ABN: 51 155 136 48¢
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Communication is Key

1) You must be able to understand each other’s expectations

2) Communication must be clear and concise
3) Be open and honest around challenges, setbacks & obstacles

4) Problem solve together

COMMUNICATION

IS'KEY
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Presenting a deal, how do you do it?

* Professional documentation / proposal
* Word Document / PDF

e Power point slideshow

e Webinar

* Video recording (screen cast)
e Boardroom presentation
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What would you include?

Photos
Feasibility

Exit strategies
Project timelines
Area analysis & Planning zones & overlays
Grid Variance analysis

SWOT Analysis

Risk factors and mitigation

Plans or drawings already completed
Artist impressions
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Joint venture documentation

1) JV Criteria — Who do you want to work with?

2) JV Qualifying document — Do they qualify to be your partner?
3) JV Proposal document — how do you present your opportunity
4) JV Confidentiality Agreement — Cabinet-in-confidence

5) JV Agreement — Outlines the expectations of each party

6) Project Management Agreement — The working party

7) Roles and responsibilities template — who does what
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Joint venture documentation

 Must be in writing
 Must be signed by ALL parties

* Preferably formalized by a lawyer
& prior to starting the deal!
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1) Set your JV criteria

Money partner -

- The amount of equity/cash that is required
- What income/serviceability do they need to have?
- Character of the borrower

Working partner -

- Your price-point & location

- Experience / background / knowledge
- The strategy(s) being used

- Risk profile of Joint Venture

OTHER PEOPLES

M”ﬁN EY REAL ESTATE



2) JV Qualifying document

- Prospective JV approved through initial criteria

- Complete a detailed questionnaire / fact finding
document requesting information

- Have them meet an ILN strategist for a Strategy &

Review session ' e
Ew
/" FINDER

1L 'VE
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3) JV Proposal document

- Summary

- Proposal

- Stipulate a basic summary of the numbers!
- Suburb profile / Market research

- Summary of the opportunity

- Feasibility / offer different scenarios
- Capital requirements

- Cash flow

- Flow chart

- SW.O.T Analysis

- Agent appraisals
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3) JV Proposal document

Investor Report

123 Smith Street,

Melbourne, VIC 3000

A great opportunity always has more th
instance, a total of three different scen
through the feasibility study.

an one exit strategy. In this
arios have been run

For the purpose of this report, the hi
been chosen which consists of retaini

00m rooming house to
accommodate multiple Occupancies fo

T — ———— = — P I positive cashfloy.
- — i uk Here's the scope:
v A - '
i { \ - i ‘ = 3 * Retain existing three bedroom residence

Renovate + potentially add fourth bedroom
prepared By:

Add double carport at the rear of existing house

* Possibility to construct
Michael Tiemens and hold for cash flow

IL VE
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3) JV Proposal document

CREATIVITY AGENCY

Capital Requirements

s
£
: =
: April 16 Contract Dep $26,300.00
s
s May 16 Design $6,500.00
s
s June 16 Town Planning $1,007.00
el July 16 Settlement $97,870.00
L
s H
T E August '16 $1,125.00
H mn |8
September ‘16 S-..
October '16 2nd Stage Design $7,220.00
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3) JV Proposal document

MEDIAN HOUSE

THREE BEDROOM HOUSE IN
MELBOURNE

SOLD THIS YEAR

RP Data magazine

’_‘ .
ssource: data collected from Corelogic

s . 5

e — L=
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Comparable Sales Data

Comparable Houses Recently Soid
203 Canterbury Rd, Blackburn aP= 24 4 - Sold Date:
$1.850.000 Aroa Sze 1853 sgm Sele
Usted
s House; Nearest raliway - Blackbum Sin - 1. 7km;
@ Distance from sutyect property - 56 3 m_Heatng Seling Agent
J5
2 Boulion Rd. Blackbum 4 P= 34 f Soic Date
$1,540000 AeaSze: 1051 sqm Subo Font
Uisted
House; Nearest raliway - Blackbum Sin - 1.8km;
Distance from subject property - 146.4 m; Seling Agent
Fireplace; Heating, Polished Timber Floor
8 Boulton Rd. Blackbum 4P=m 245 248 SokDae
$1695000 AwaSze:  1273sqm .
Listod
. House; Nearest ralway - Blackbum Sin - 1.8km;
Distance from subject property - 167.3 m; Air Seliing Agent
Condiioning
SF™ 3= 2ew So0Lae
$1,505000 AwaSze:  812sqm s Fami
Listed
House; Nearest ralway - Blackburm Sin - 1.5km;
Distance from subject property - 267 3 m: Alarm; Sefing Agent
Ensutte; Froplace, Heating. Polshed Timber Floor,
Rumpus Room; Study. Walk In Wardrobe
13 The Rige, Blackburn 4P 24 28 SodDme

636 sqm

$1,231,000 Aroa Size

5016
Sokd - Private Treaty
16-Feb- 16

Justn James

5-Mar-16
Sold - Private Treaty
10-Feb-16
Fletchers Blackburn

27-Feb-16

Sold - Aucsion
27-Feb-16

Jelis Craig Blackbum

7-May-16
Soid - Auction
05-Apx-16
Woodards Blackburn

12-Sop-15
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3) JV Proposal document

preview projects and

standard and short ti

problem he had a sol

People like Mick are

OTHER PEOPLES
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someone | didn't feel had my best interests at heart all the time.
Mick’s results were directly tied to my results and after looking at

with mick in the past, | felt confident to go ahead.

The thing | liked most about Mick is understanding; we had some

think you can judge a partner by their character when things
don’t go perfectly to plan. Every time Mick would call me with a

be straight up, honest, clear and on time with all communication.

coming leader in the greater Melbourne market.

Test|mon|a|s \ One lucky person will get to experience the high growth i
e \ upside, sharing in the profits together. and the lucrative
You simply won't want to miss this.
BRAD SMITH

2 X ENTREPRENEUR OF THE YEAR ,.

The result of doing a property deal and
investing with Mick was ultimately
profitability, and most of allina partnership
that did not require me to invest any

labor.

The obstacle that would have

prevented me from investing is ‘
congruency. | would never invest '
with someone | didn’t trust, nor

calling people who had worked and invested

me delays thanks to council and Financing and |

\ution. | knew he had it covered and Mick would

ONGRUENCY

few and far petween, when you find someone
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3) JV Proposal document

Present a sample document -

 Use a deal that you recently missed out on

* Present a case study/deal that has been done in your target location
* Have it professionally edited/designed

* Collect sample docs from builders/developers/investors for ideas

i - . *Tip: keep it simple and easy to read
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4) JV Confidentiality Agreement
(non disclosure agreement)

A confidentiality agreement is a legal contract between
at least two parties that outlines the confidential
Material, knowledge, or information that the parties wish
To share with one another for certain purposes.
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JV documentation cont’d

5) Joint venture agreement
6) Project management agreement
7) Roles and responsibilities template

* Professionally drafted and finalised by a solicitor
* |nclude all possibilities
* Document the expectations of each party
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Negotiating a fair profit split

Base on contribution e.g. —
25% = Doing — Working party — Has Time
25% = Experience / Expertise / Knowledge party
25% = Equity party
25% = Serviceability party

Easy to 50 / 50 split when -

1 party = experience + time + skill

1 party = equity + serviceability part
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Should You Sell or Hold?

* Hold property on completion - have to refinance & payout
working party (tax implications)

* Both parties hold some and sell some — may choose to sell
¥ to each other to end up with standalone loans secured
100% by your own property.

* Quick way to build portfolio and create positive cash flow

* GST payable on sale if < 5yrs N‘N o) /\. v\ v\*v\

ﬁﬁ&&“

OTHER PEOPLES I I- VE

M”ﬁN EY REAL ESTATE



Some of the ‘What-if” Questions you
should be asking -

nat if we make a loss?

nat if we run out of money?

nat if someone dies / gets divorced etc.?
nat if the doing party can no longer do?

nat if someone gets sued or goes bankrupt?
nat if it takes longer than expected?

nat if it doesn’t sell?

Sz =sx:
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Joint Venture with a Professional

What professionals could you be partnering with -

- Builder

- Project manager

- Project marketer

- Architect

- Engineers

- Town planner

- Oryou if you are the professional

-~
L
-
’
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Joint Venture with a SMSF

Seek proper specialist advice

investor
sUCCess

network
OO
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You have to ask yourself... would you trust your JV
partner to sign your cheques?
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