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In thIs Issue » Overview
The Australian pub sector looks to be back on track with transaction volumes having 
recorded two consecutive years of strong growth, increasing 63.1% in 2010 to AU$763 
million and a further 43.3% in 2011 to AU$1.1 billion. Two significant portfolio sales 
occurring during the second half of 2011 also provided further indication that investor 
confidence is returning to the sector.

Investment activity remained slow during the first half of 2011 with 44 assets 
changing hands and a meagre combined total volume of AU$226.7 million. Only 
eight of these transactions were assets above AU$10 million. Markets remained 
in a hiatus with respect to gaming legislation, notably the proposed introduction of 
national pre-commitment legislation and, in Victoria, changes to gaming tax structures 
effective from August 2012. This uncertainty affected the appetite of the banks and 
consequently buyers adopted a ‘wait and see’ approach to investments. Two of the 
larger pub groups also halted sell-down activity as they proceeded with restructuring 
options.
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Source: Jones Lang LaSalle Hotels
Note: High proportion of unknown in 2011 represents the Laundy deal as at this stage it is 
unclear on what basis all assets have been sold.

Pub Investment Trends 2004 to 2011 by Asset Type

Banks to ‘clear the decks’ in 2012
Pubs have traded quite well throughout the GFC and beyond. 
Consequently where the operator is transparent and the income 
has been maintained (or improved), Australian banks have been 
prepared to ride out the value adjustment as interest cover hurdles 
are more than adequately being met. 

Nationally, receivership sales are expected to increase through 2012 
as banks enter into the last stages of rationalisation of distressed 
assets as debt acquired at the peak of the cycle rolls over but with 
most receivership sales expected to have been concluded by the 
second half of the year. 

The gap between buyer and seller expectations has also narrowed 
and there is now conclusive yield evidence on a large scale against 
which to benchmark. The perception is that pricing has come down, 
but the reality is that yields in some cases are firmer than anticipated 
with assets trading at between 10.5% and 11.5%. 

the complexities of compliance are here to stay
Widespread liquor and gaming regulatory reform introduced over the 
past few years has resulted in a more restrictive trading environment 
for Australian licensed venues with reduced operating hours and 
greater regulation surrounding the advertising, placement or sale of 
certain goods and services, putting liquor revenues under pressure. 
Meanwhile additional security requirements, health and safety 
standards and higher penalties for a lower threshold of offences 
have resulted in increased costs for some venues. 
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Australian Pub Transaction Volumes 2004 to 2011

 

 
Changes to the political balance of power through the mid part of the 
year, culminated in the Federal Government reneging on their 
agreement with independent MP Andrew Wilkie in January 2012 with 
a watered-down version of the pre-commitment legislation being put 
forward. This provided investors with the necessary confidence to 
start investing again, underpinned by fairly robust operating income. 
Gaming revenues in New South Wales and Victoria recorded close 
to double digit growth during the last six months of 2011. Often 
polarised, excelling in both the good and the bad times, the ongoing 
European debt crisis and weak global economy weighed heavily on 
consumers’ minds and with businesses outside of the resources 
sector remaining reluctant to invest or hire new staff. 

On premise sales suffered a little at the national level with 
consumers preferring to eat and drink at home, but with strong 
growth evident in the resource-driven states in line with the overall 
robust economic performance. Downward pressure on alcohol 
prices, particularly wine, driven by the supermarkets’ duopoly on 
liquor retailing also continues to put revenues under pressure.  

Against this improving backdrop, significant acquisitions occurring 
during the second half of the year included the Royal Oak Hotel 
(Freehold, AU$14 million), Tannum Sands (Freehold, AU$27.3 
million) and the Compass Portfolio (Freehold, AU$85.5 million) 
– all of which were sold by Jones Lang LaSalle Hotels – and the 
year culminated with the announcement of the sale of 31 hotel 
businesses owned by the Laundy, Waugh, De Angelis and Bayfield 
families to ALH. 

Orchestrated over two years by Stuart Laundy, the complex 
transaction involves a split of freehold and business assets. 
It delivers a positive reinforcement of the belief in earnings 
sustainability with the ALH leases understood to have no provision 
for rent reviews in the event of legislative change. 
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Although the risk of pre-commitment legislation has been diluted, 
each state still faces significant regulatory change. Compliance is a 
key concern for all venues, but especially for larger venues in focus 
areas, for example Sydney City, Kings Cross and Fortitude Valley. 
The introduction of the New South Wales ‘Three Strikes’ disciplinary 
scheme in January 2012 for example targets repeat offenders, whilst 
enforcing tougher sanctions on licensees and venues associated 
with alcohol-related violence and anti-social behaviour with penalties 
ranging from licence suspension to indefinite disqualification. A 
similar demerit point system is also being introduced in Melbourne 
that will see licensed venues shut down for up to 28 days if they 
disobey liquor licensing laws. 

Over the coming years, regulations for pub owners/operators are 
expected to tighten further, bringing new challenges for some while 
creating opportunities for others who are better equipped to diversify 
the existing revenue base and asset reconfigurations are expected 
to come into play.

In the major cities, late trading was always regarded as the panacea 
however the amplified community voice has made this less desirable 
and owners/operators are looking for other ways to diversify their 
offerings and grow revenues at other times throughout the day. 
Consumers are also becoming more selective in their food and 
entertainment choices, which combined with the continued push by 
state governments to curb alcohol-fuelled violence, is resulting in 
some sectorial shifts. 

A more dynamic investment market
For experienced operators, the second half of 2012 is likely to bring 
the last opportunities to have choice as the market is expected to 
tighten towards the end of Q1 2013, particularly in the sub-AU$10 
million price point. Groups will need to become more aggressive if 
they are to achieve sufficient critical mass to meet their strategic 
objectives for exit, i.e. via trade sale or IPO. For some, buying in 
the sub-AU$10 million bracket, over-analysis and concern about 
paying too much has meant that these groups have been slow to act 
whereas others have been more responsive, securing assets and 
successfully repositioning them to trade up by three or four times. 

SOLD: Great Britain Hotel, Richmond, VIC

“Over the coming years, regulations for pub owners/operators are expected to tighten 
further, bringing new challenges for some while creating opportunities for others.”
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Transactions which do occur, however, will continue to be bespoke 
to the asset and buyer involved. Assets will transact competitively 
irrespective of size, if they fit the strategy for a particular group 
as evidenced in 2010 and 2011. There are also wide and varied 
choices for operating partners, as well as considerable opportunities 
for revenue growth in a consumer market which is changing and 
underperforming assets in high traffic areas will continue to draw 
broad appeal. Buyers have also undergone a mentality shift from 
coming up with reasons not to transact to looking for opportunities 
competitively and proactively. 

0

500

1,000

1,500

2,000

2,500

2004 2005 2006 2007 2008 2009 2010

Vo
lu

m
e 

($
M

)

2011

$20M plus $10.1M-$20M $5.1M-$10M $1.1M-$5M <$1M 

Source: Jones Lang LaSalle Hotels

Pub Investment Trends 2004 to 2011 by Transaction Price

Fewer gaming asset trades also reflected debt market constraints, 
particularly for larger assets in excess of AU$10 million. On the 
whole, gaming assets are substantially more profitable than those 
with a diverse business mix (reflecting the higher costs of production 
for food and beverage) and therefore command a higher price. 

Committing to an acquisition at this level over the past two years 
represented an entirely different proposition to a sub-AU$10million 
deal with a high underlying land value. Notwithstanding, the depth of 
the buyer pool at the upper end of the market, i.e. for assets valued in 
excess of AU$20 million, remains fairly limited with only a handful of 
players with sufficient equity and access to debt to close transactions 
of this size. 

Opportunities for scale and sector consolidation still exist, 
particularly as the fallout from the GFC has seen some of the 
larger groups splintered, although many of the industry’s ‘needle 
moving’ transactions have now been resolved. The Compass and 
Castello group portfolios have been sold, whereas NLG/Redcape 
and the ING Entertainment Fund have both been restructured and 
recapitalised with additional equity sourced from overseas. We 
expect this trend to continue over the coming year with a number 
of offshore parties looking at the sector. The recommencement of 
divestment activity by Coles and ALH this year, having largely halted 
throughout 2011, may provide additional allure with the sale and 
leaseback of freehold property to free up equity for re-investment in 
their respective operating businesses. 

SOLD: Norton’s on Norton Hotel, Leichardt, NSW

“There are considerable opportunities for revenue growth in a consumer 
market which is changing.”
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Broader property trends expected to infiltrate  
the pub sector in the second half of 2012
Australia is regarded as a safe, stable and transparent real estate 
investment market. It is also one of the world’s most important 
real estate investment markets, regularly featuring in the top 
global markets both in terms of the volume of transactions each 
year and value of commercial real estate. This has resulted in a 
disproportionately high share of global capital being invested over 
the past three years. Between 2008 and 2011, Australia attracted 
AU$10.7 billion in direct offshore investment into the commercial real 
estate markets (office, retail, industrial and hotels, + AU$5 million), 
accounting by value for 24.7% of total transactions in the domestic 
market.

Australia was rated no.1 globally in Jones Lang LaSalle’s real 
estate transparency index in 2010 and in an era of increased focus 
on regulation and risk aversion, high levels of transparency are a 
desirable attribute. In addition there is a broad positive correlation 
between transparency and prosperity which translates into 
sustainable growth for long term investors, further enhanced by the 
lower cost of capital currently available from borrowing overseas. 

0 

2 

4 

6 

8 

10 

12 

14 

16 

18 

20 

2004 2005 2006 2007 2008 2009 2010 2011 

Vo
lu

m
e 

($
) 

Bi
llio

ns
 

Pubs Hotel Retail Office Industrial 

Source: Jones Lang LaSalle Hotels

Australian Property Transaction Volumes 2004 to 2011

The strength and structure of the Australian economy is also 
attractive to investors. Australia entered its 20th year of economic 
growth in 2011 and the pace of economic growth is forecast to 
accelerate throughout 2012 and beyond. Whilst the mining sector 
has clearly been the locomotive of growth in the recent past, it is the 
service sectors which have been the strongest performers. It is also 
the diversity of the economy, rather than its dependence on a few 
high growth sectors, which accounts in large measure for the relative 
stability of performance over the past decade. 

With operating incomes broadly aligned with economic growth, 
more offshore investors are considering the Australian pub sector. 
Returns are also considerably higher than those achievable in many 
other sectors. However, these investors typically require scale (c. 
AU$300 to AU$500 million) to achieve the desired level of return and 
offset the costs of doing business overseas and are therefore only 
expected to be attracted to the most significant trade plays. 

SOLD: Court House Hotel, Port Douglas, QLD
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State Snapshots

Queensland
Queensland is continuing to experience a two speed economy 
with no sign of abating in the short term. The market in South East 
Queensland continues to experience tough times with several high 
profile assets including The Mermaid Beach Tavern, The Lost City 
and Boathouse Tavern recently falling into receivership. 

Hotels in Central and North Queensland within close proximity to 
mining areas are experiencing strong flow on effects of increased 
workers with high room occupancy rates and strong cash flows 
across food, beverage and gaming departments. This has seen 
assets that come on the market in these areas being fiercely 
contested by astute buyers keen for a foothold in this  
prevailing market.

Overall sentiment towards trade has improved with the 
announcement that pre-commitment gaming legislation will now 
only be trialled first in Canberra. This news includes a change in 
Queensland gaming legislation in July that will see the maximum 
number of gaming authorities increase in venues to 45 and a  
change in the tax Health levy rate paid. Publicans believe the 
industry may be nearing the bottom of a long protracted cycle,  
with transactional activity expected to increase on the back of 
distressed sale outcomes.

Victoria
Victoria’s Gaming Hotel Industry is “as good as ready” for the shift in 
venue profitability by middle August 2012.

Favourable new tax operator rates and the State Government’s 
extermination of the tatts/tab duopoly, along with attractive EGM 
entitlement purchase prices coupled with the recent announcement 
of the interest free Deferred Payment Scheme being passed over 
all EGMs state wide, should mean smooth sailing for the industry. 
In theory, “what is perceived to be good trading conditions and 
favourable new tax rates”.

However, as is always the case, with every fair weather cruise, 
there always looms the possibility of some inclement weather! 
The forecast uncertainty remains due to the the removal of ATMs 
or cash dispensing machines from venues in July of this year, the 
ever crippling and changing legislation towards licensed premises 
and gaming venues nationwide, perceived high barriers to entry, 
and the major elephants in the room being a hybrid model of pre-
commitment on poker machine gambling together with the 10 year 
lifespan awarded for each Victorian EGM entitlement.

Whilst the vast majority of owners in this sector have adopted the 
“wait and see approach”, some have recently opted to transact or 
dilute their stake in the industry which could be viewed as having a 
“bet each way” philosophy.

In reality, no one is ready to firmly predict the future, least of all the 
bankers and valuers, but history and common sense would tell us 
that gaming revenues are at an all time high; they have had solid 
year on year growth since their inception here in Victoria in 1992 and 
now that the duopoly is gone, the market in Victoria is considered far 
more attractive and accessible to outside investors. Add to this the 
May drop (down 0.5% RBA interest rates), there really is a cohesive 
argument that now could very well be one of the best times to invest 
in the industry.

new south Wales 
Positive sentiment is returning to the New South Wales pubs 
industry with operational trade stabilising, debt liquidity improving 
and certainty around government legislation crystallising. The 
industry has remained remarkably resilient in the wake of increasing 
government restrictions, a crackdown by police on adverse 
outcomes caused by excessive consumption of alcohol, rising 
compliance costs, competition from cafes and restaurants and a 
decrease in overall disposable income.

City fringe hotels occupying premium positions with strong 
underlying property value and demonstrable upside have been 
highly sought after by operators. This is due to Sydney City Council’s 
successful implementation of the Small Bar legislation which has 
driven a distinct change in consumer behaviour towards better 
food, cocktails and service. Subsequently, savvy operators are 
repositioning their hotel propositions away from gaming centric 
operations towards a more food, cocktail and service focused model.

Large and established businesses in growing coastal and regional 
centres have also been keenly sought after by operators. These 
assets traditionally boast strong cash flows with excellent revenue 
mixes and are available at better yields than metropolitan Sydney.

Buyers that are in a strong cash position, have demonstrable 
industry experience and excellent lender relationships are well 
positioned to acquire assets as some operators seek to  
rationalise under-performing non-strategic pubs, or alleviate  
balance sheet pressures.

Overall sentiment towards the pub sector has markedly improved 
with the diminished threat of pre-commitment gaming legislation, 
the anticipated resolution of the NLG/Redcape and ING investment 
vehicles and Woolworths acquisition of 31 leasehold pubs from the 
Laundy Group.
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Western Australia
Western Australian pubs have continued to perform well in the first 
half of 2012 as disposable income in the state remains at an inflated 
level in comparison to the rest of the country. This has been largely 
attributed to the resources sector and the high salaries connected 
to those working in this industry. Adding to this strength in trade is 
the fact that there has been very limited development of large format 
hotel venues in the state. This is largely due to the WA development 
and licensing legislation process being one of the most stringent in 
the country.

The pub investment market in Perth and surrounding suburbs 
continues to remain tight as current owners capitalise on the 
strong performance of their assets. There have been very few pub 
transactions in the Perth CBD and metropolitan areas since the 
Compass Hotel Portfolio was acquired by the ALH Group for AU$86 
million in September 2011. On the back of this transaction there are 
currently a number of buyers still keen to enter the market however 
are being forced to sit on the sidelines as limited stock has come to 
the market. The majority of purchasers have indicated that they are 
very keen to acquire both leasehold and freehold assets in city and 
suburban locations.

The north west of the state has witnessed a number of transactions 
as investors have entered the market keen to take advantage of 
the growing resources sector. The Tambrey Tavern in Karratha was 
purchased for AU$19.5 million in April this year by a local Perth 
investor who continues to expand their property portfolio in the 
region. This transaction shows the strength of the Western Australian 
market as investors compete for dynamic assets with strong 
fundamentals and the ability to improve operating performance.

SOLD: Portadown Hotel, Toowoomba, QLD

south Australia
South Australian hotels have experienced a year of relatively 
flat trading performance, albeit within an established legislative 
environment. Much like Western Australia, the limited number of 
large format suburban hotels and the relative ownership share of 
liquor retailers within this set, has meant that there are traditionally 
few larger transactions in the market. Furthermore, with a relatively 
high incidence of leasehold tenures, South Australian hotels have a 
more liquid goodwill market than other states.

As a lagging reflection of the national experience, the South 
Australian market is now seeing some manifestation of both formally 
appointed distressed driven transactions or balance-sheet motivated 
sales, particularly in the leasehold space. This is likely to have some 
flow on effect for those less experienced or more highly geared 
operators, in an otherwise sound trading environment.

The recent sale of The Hackney Hotel for AU$7.5 million, reflected 
what still is believed to be a tight yield in relation to sentiment yield 
perceptions. However, a number of freehold hotels currently remain 
unsold in Adelaide which, upon transaction, will soon provide further 
manifestation of capitalisation rates.

Not to be confused, are the current offerings of the Johnston Hotel 
portfolio as a selection of smaller regional passive hotel investments, 
having no bearing on the going-concern hotel market in South Australia.

There exists some excellent opportunities within the market to 
acquire quality leasehold businesses with a secure spread of 
earnings contribution from gaming and on-premise sales, relative to 
other states.
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Queensland
Seaview Hotel

Townsville

Along with ocean views, the Seaview Hotel boasts three street 
frontages, occupies 12,133sqm (approx.) of land and has huge 
development potential. The hotel offers a range of facilities over two 
levels including an indoor restaurant with main bar, alfresco dining 
area, beer garden and a nightclub/function area. There is also a 
gaming room with 35 gaming machines (and currently licensed to 
operate 40 EGMs). In retail liquor sales, the hotel has a drive through 
and a stand-alone bottle shop on site and a detached bottle shop in 
Townsville’s CBD.

Paul Fraser  
(Brisbane office)

Capella Coach Hotel

Capella

The 83 room, 4 star Capella Coach Hotel is located within 
approximately 45 minutes’ drive of Emerald and 11 mining operations. 
Facilities include a restaurant and bar area, outdoor dining and 
swimming pool. Currently operating at 100% occupancy rate, this hotel  
produces an incredibly strong cash flow with potential for development  
upside. With the mining boom showing no signs of abating, an astute 
investor will look to acquire a strong returning asset and capitalise on 
the reputed two speed economy.

Paul Fraser  
(Brisbane office) 

Gilhooleys Irish Bars

Chermside and 
Loganholme

The two Irish-themed Gilhooleys properties are located in the large 
regional shopping centres of Westfield Chermside and Logan 
Hyperdome. Both properties boast established businesses showing 
strong net returns, with an ideal low cash entry point for new or existing 
investors looking to enter into the pub market. Incoming investors 
also have the opportunity to have three detached bottle shops, within 
a 10km car drive from both venues, as well as the ability to buy both 
businesses in one line.

Paul Fraser  
(Brisbane office)

Swingin Safari

Surfers Paradise

The ‘Swingin Safari’ site, located near the heart of Surfers Paradise 
is being offered as a freehold going concern with or without vacant 
possession. The site has Development Approval for a 20 room 
backpacker facility coupled with a new bar, restaurant, outdoor 
entertainment areas and underground parking. Purchaser/s have the 
ability to keep the existing lessee in the premises or short/medium 
term leasehold structures and with the potential to develop on the large 
land site which currently holds favourable site zoning.

Paul Fraser  
(Brisbane office)

Ruffles Resort

Gold Coast Hinterland

The Peppers Ruffles Lodge and Spa is an owner operated and 
‘Peppers’ branded, 12 room and AAA 5 star rated exclusive retreat 
in the secluded Gold Coast Hinterland. Set over approximately 18 
hectares with recent upgrades of around AU$5.5 million, the property is 
world class standard. Facilities include a day spa, restaurant, function 
rooms, an outdoor bar, infinity pool, a golf practice area, helicopter 
landing pad and bushwalking tracks. Potential value-add options are 
also available.

Paul Fraser  
(Brisbane office) 

new south Wales
Canterbury Club Hotel

Canterbury

Located within Sydney’s strongest gaming LGA and featuring 24 PMEs 
(SIA 30) with a valuable 24 hour liquor licence, the Canterbury Hotel 
represents an opportunity to acquire a flagship gaming asset at an 
entry-level price. The hotel was previously a regular ‘Top 200’ pub and 
demonstrates compelling gaming upside with the adjacent Canterbury 
Railway Station and surrounding demographic. 

John Musca  
(Sydney office)

Properties for Sale
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Dutton’s Tavern

Gosford

Dutton’s Tavern represents an entry-level pub opportunity for an 
owner-operator or pub asset ‘bolt-on’ for an existing Central Coast 
publican. The single bar operation, 17 PMEs (SIA 25) with smoking 
solution, TAB, bistro, accommodation rooms, self-contained units and 
26 car parks ensures this will be considered by astute investors. The 
strategic 1,145sqm CBD site (gazettal pending) will also appeal to 
a developer seeking a potential development site with a substantial 
holding income.

Sam Handy 
(Sydney office)

White Horse Hotel

Surry Hills

This award winning hotel is prominently located on busy Crown Street 
and features two expansive bar levels, versatile function room, outdoor 
terrace and a 58 seat bistro. With excellent underlying property value 
and a strong holding income, this hotel presents an outstanding 
opportunity to acquire.

Sam Handy  
(Sydney office)

Victoria
The Bended Elbow

Ballarat

The Bended Elbow, located approximately one hour from Melbourne 
CBD, is in the bustling heart of Ballarat, only metres from the Ballarat 
train station. Positioned on a substantially sized ‘Business 1’ zoned 
site, the hotel spans over three levels and approximately 2,410sqm, 
which comfortably permits a capacity of almost 990 patrons. Offered as 
a freehold going concern with gaming and DA approved for 30 EGMs, 
this property offers a great opportunity to buy into the tightly held and 
highly profitable Victorian gaming sector.

Mathew George 
(Melbourne office)

The Colonial Hotel

Melbourne CBD

The Colonial Hotel is a strong trading major pub and entertainment 
venue centrally located in the busy Melbourne CBD. The venue 
operates with three diverse and robust income streams; a ground 
floor pub and bistro, a first floor function and band room and a roof top 
bar and beer garden. The hotel currently holds a 24 hour licence with 
capacity for up to 900 patrons. This property is being offered  
as a leasehold. 

Mathew George 
(Melbourne office)

Hotel Spencer

West Melbourne

Set over two adjoining sites of approximately 660sqm, Hotel Spencer 
is a rare freehold investment and business opportunity. The city hotel 
is offered freehold with income and vacant possession, a 70 bed 
backpackers currently occupies the top three floors. The adjacent  
car park has been sold and the vacant ground floor pub is available  
for lease.

Mathew George 
(Melbourne office)

The Palace Hotel

South Melbourne

Situated on the Melbourne city fringe, The Palace Hotel is a solid, 
well-positioned rare jewel offering freehold investment. Recently 
refurbished, the property boasts a visible commercial kitchen, 
courtyard, versatile function space and beer garden. Set on a high 
profile 570sqm corner site, the hotel has a turnover with a great 
revenue mix. Attractive yield on offer as a quality investment.

Mathew George 
(Melbourne office)

Stolberg Beer Café

Preston

The Stolberg Beer Café offers a rare opportunity to buy a large pub 
and footprint in a major growth and gentrification corridor, located just 
20 minutes north east of Melbourne CBD. Offered as a freehold going 
concern, this property is undoubtedly a prized hotel asset. With nothing 
to spend for the incoming purchaser, this quality hotel and property 
offers function rooms, bars, bistro, beer garden and car parking on a 
high profile site. 

Mathew George 
(Melbourne office)
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Depreciation – Freehold and Leasehold Pubs

What are Property tax Allowances?
Property tax allowances (depreciation) provide an opportunity  
for owners of income producing property to reduce their taxable 
income, thus reducing the tax payable and increasing the return  
on investment. 

So what allowances are available for my income producing property/ 
business? There are two allowances that can be claimed:

Depreciating Assets (Capital Allowances (Division 40 
ItAA 1997)) 
These are items that depreciate quickly like carpets, fire services,  
air conditioning units, bars, light fittings, table and chairs etc. 
Generally owners may be eligible to claim between 5 to 25%  
of the property’s cost as depreciating assets (plant equipment)  
or 80% - 100% of the leasehold purchase price less goodwill. 

Building Allowance (Capital Works (Division 43  
ItAA 1997)) 
Depending on when the property was constructed, you may be able 
to claim a deduction for the original construction costs excluding the 
cost of all depreciating assets (plant and equipment) and non-eligible 
items (e.g. land).

Quick Points to remember
•   A new depreciation schedule should be prepared upon 

acquisition of a property or business - depreciating assets 
are based on your purchase price.

•  Unless stated in the Contract of Sale you should not 
be using the vendors depreciation schedules – the 
vendors schedules are based on what they paid for it 
and have depreciated down to the time of settlement. 
You can revalue all the depreciating assets to reflect your 
purchase price. It is important to review the Contract of 
Sale to ensure there are no restrictive clauses in relation 
to depreciation.

•  If you demolish/remove assets including the building,  
the undeducted portion of the asset can be claimed in the 
year of demolition.

examples of Available Deductions
Freehold Acquisition:

Freehold example 1 example 2 example 3
Purchase Price $5,000,000 $10,000,000 $15,000,000
Land $1,650,000 $3,300,000 $4,950,000
Year Built 2001 1990 1995
1st year claim $150,000 $220,000 $350,000
5 year claim $550,000 $900,000 $420,000
After tax cash benefit 5 years 
(assuming 30% tax rate)

$165,000 $270,000 $420,000

Leasehold/ Business Acquisition:
 

Leasehold example 1 example 2 example 3
Purchase Price $3,000,000 $10,000,000 $15,000,000
Goodwill $990,000 $3,300,000 $4,950,000
1st year claim $420,000 $1,400,000 $2,100,000
5 year claim $1,440,000 $4,800,000 $7,200,000
After tax cash benefit 5 years 
(assuming 30% tax rate)

$432,000 $1,440,000 $2,160,000

Information courtesy of Napier Blakely, independent property, development and sustainability consultants.
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new south Wales
John Musca
0424 257 004
02 9220 8710
john.musca@ap.jll.com

Sam Handy
0412 590 509
02 9220 8588
sam.handy@ap.jll.com

Victoria
Mathew George
0400 663 840
03 9672 6674
mathew.george@ap.jll.com

Disclaimer: This report is confidential to the recipient of the report. No reference to the report or any part of it may be published in any document, statement or circular or in any communication with third 
parties without the prior written consent of Jones Lang LaSalle Hotels, including specifically in relation to the form and context in which it will appear.
We stress that forecasting is a problematical exercise which at best should be regarded as an indicative assessment of possibilities rather than absolute certainties. The process of making forward 
projections involves assumptions in respect of a considerable number of variables which are acutely sensitive to changing conditions, variations in any one of which may significantly affect the outcome 
and we draw your attention to this factor. Jones Lang LaSalle Hotels makes no representation, warranty, assurance or guarantee with respect to any material with which this report may be issued and 
this report should not be taken as an endorsement of or recommendation on any participation by any intending investor or any other party in any transaction whatsoever.
This report has been produced solely as a general guide and does not constitute advice. Users should not rely on this report and must make their own enquiries to verify and satisfy  
themselves of all aspects of information set out in the report. We have used and relied upon information from sources generally regarded as authoritative and reputable, but the information obtained 
from these sources may not have been independently verified by Jones Lang LaSalle Hotels. Whilst the material contained in the report has been prepared in good faith and with  
due care, no representation or warranty is made in relation to the accuracy, currency, completeness, suitability or otherwise of the whole or any part of the report. Jones Lang LaSalle Hotels,  
its officers, employees, subcontractors and agents shall not be liable (to the extent permitted by law) to any person for any loss, liability, damage or expense (“liability”) arising directly or indirectly from or 
connected in any way with any use of or reliance on this report. If any liability is established, notwithstanding this exclusion, it shall not exceed $1,000.
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