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INTRODUCTION 
 
We have researched the property syndicate offering by the Griffin 
Property Group and the SMATS Consortium (“Consortium”) for our own 
understanding and private use, and summarised some of the key and 
pertinent items in this FAQ.  Therefore, this FAQ document is made 
solely for our company’s own use and understanding and should not be 
relied upon by any other person. 
 
This FAQ is intended to be a general guide and cannot be a substitute 
for professional advice. Neither the authors nor the publisher NOR 
Citylife International Realty, its directors, staff, agents or employees 
accept any responsibility for loss occasioned to any person acting or 
refraining from acting as a result of material contained in this publication.  
 
This FAQ document should also be read in conjunction with the 
Disclaimer at end of the FAQ. 
 

 
  



2 
 

 
HOW DOES IT WORK? 
 
Investors will be able to get exposure to residential property investment 
in key strategic locations in Australia through investing in the 
Consortium’s residential projects, without incurring fees, stamp duties or 
the usual purchase taxes.  
   
Each investor becomes a lender to the project. The assets you lend to 
are physical property of a residential nature.  As a result you will hold an 
indirect interest in the Property. 
 

 
 
WHAT IS BEING OFFERED? 
 

- There will be a capital raising by way of private and premier 
lender funding. 

  
- Generally this will be restricted to around 20%-30% of the total 

capital needed for any one development. 
  

- A loan agreement with a defined payback date is specified. 
  

- The principle repayment and the agreed interest rate is paid on 
completion. 

 
HOW LONG ARE INVESTMENTS FOR? 
 
The term of each property development from start to finish will generally 
be two to four years. However, the offer to provide funding is only made 
available when all required permits are approved and in place and the 
project is ready to start, meaning most terms are around two years in 
total. 
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WHAT MAKES THIS ATTRACTIVE AS AN INVESTMENT? 
 

1. The structure will allow investors to become a private lender 
(Creditor) to the project. 

  
2. The time frame is generally short as mentioned above mostly two 

years on average. The rate of return is known taking out any 
uncertainty. Risk mitigation is provided as projects are small, and 
not dependent on full presale of the residential units. 

  
3. The syndicate will offer private lenders a fixed rate of 12% per 

annum, less any relevant taxes. 
  

4. The Consortium has observed a change in debt markets with the 
major banks having an increasingly conservative attitude around 
their appetite to lend to property in all classes resulting in reduced 
lending as well as decreasing loan to value ratios both for new 
loans and on re-financing existing loans.  Over the next 12 to 24 
months, this tightening by the major banks will likely lead to 
additional buying opportunities for the Consortium and a 
competitive advantage for the Consortium to purchase assets on 
better buying metrics when other buyers may not be able to 
purchase due to a lack of leverage. 

  
5. On completion of the development, the first mortgage holder, 

usually the bank, is paid first, then the private lenders followed by 
the equity partners. The monies will not be re-cycled into 
acquiring new properties in the syndicate. 

 
WHAT PROPERTIES ARE TARGETTED FOR PURCHASE? 
 

- Smaller residential development sites. 
  

- Located in established Australian cities. 
  

- Must be able to value add, increase density or 
  

- Be acquired at or below replacement cost. 
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WILL I HAVE A SAY IN WHICH PROPERTIES I CAN INVEST WITH? 

 
Yes. There will normally be two or three potential projects offering 
opportunities to investors at any one time, so investors are free to select 
the one that most appeals to them (subject to availability). 
 
WHO WILL BE THE DEVELOPER? 
 

- The developer is the Griffin Group, situated in Perth, West 
Australia. 

  
- With the backing and solid foundation of partners, investors 

and self-managed super funds, as well as support within the 
banking sector, Griffin clients benefit from a wide network of 
professionals who know what it takes to negotiate, 
conceptualise, design and implement projects which bring 
value and quality to the property market.  

 
WHO CAN INVEST? 
 
The offer is only available to “Wholesale Clients” Investors as defined in 
the Corporations Act. It is not available to the public. 
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WHAT ARE THE ADVANTAGES OF THE STRUCTURE TO 
INVESTORS? 
 

- The structure will allow investors to lend to a specific project, 
thereby mitigating their risk as they will be a secured creditor with 
a jointly registered 2nd mortgage charge, which holds greater legal 
strength than a guarantee, putting investors in a better position 
than being a direct investor. 

  
- The structure will simply the legal structure for investors as a clear 

lender, compared to being an owner/investor. 
  

- In addition, the taxation requirements are also greatly simplified. 
  

- The return is defined from the outset, rather than hoping for profits 
from end sales. 

  
- Investing is only taken on when everything is already in place, with 

bank funding already secured, permits obtained, and builder 
appointed, taking away the usual “unknown “ factors facing most 
property developers. 

  
- The Consortium does all the hard work in advance of calling for 

investors funds. 
 
WHAT ARE THE FEES AND CHARGES? 
 
There are no fees paid by the investor to any third party when 
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committing capital to a loan. (Investors may pay their own advisers fees 
if seeking advice from them prior to investing.) 
 
DO I HAVE TO PAY STAMP DUTY, GST, FOREIGN BUYER TAXES 
OR FIRB FEES ON MY INVESTMENT? 
 
No. 
 
DO I HAVE TO PAY CAPITAL GAINS TAX, LAND TAX OR VACANCY 
TAX ON MY INVESTMENT?  
 
No. 
 

 
 
WHAT TAXES WILL I BE LIABLE FOR? 
 
Interested parties should always seek their own professional tax advice 
as it relates to their own situation as this model may not suit everyone. 
Your taxation position will depend on your individual circumstances and 
place of residency and accordingly this summary is necessarily general 
in nature. 
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However, our understanding is that as it is a loan, taxation is very 
simple. The interest is taxable as income for resident Australian tax 
payers, BUT for non-residents there is simply a 10% withholding tax 
deducted from the 12% return.   Resulting in a net return to the lender 
after tax of 10.8%. 
 
NON-RESIDENTS: 
 
Non-residents are not required to lodge a tax return IF THEY HAVE 
NO OTHER AUSTRALIAN INCOME: 
 

Q:  If I have other rental income and a tax file number in 
Australia what happens?  

  
A: 10% withholding tax is applicable as long as interest is paid 

from an Australian source to a non-resident, irrespective of 
whether the non-resident has a Tax File Number or not or 
whether the non-resident has a rental property or not. 

  
 The 10% is to be deducted and paid by Griffin directly to the 

ATO and only the after tax amount is payable to the non-
resident investor. 

  
 If this is all the income that the investor enjoys from Australia 

and withholding tax has been deducted, a return is not 
required. 

  
Q:  I'm assuming the income is added to my rental income 

and declared as gross income for the year? 
  

A: If you have other rental income in Australia, the interest 
income from the syndicates is not added to that and tax losses 
cannot be applied against this interest income. 

 
CAN I GET OUT EARLY IF I NEED TO? 
 
Each loan to the syndicate is wound up upon the completion of the 
project and specified in the loan agreement as the “loan maturity date,” 
and therefore you cannot withdraw during the loan term. There is also no 
established external secondary market for taking over a loan. However, 
if you would like to get an early repayment you may arrange for your own 
private replacement lender to take over your loan, or the Consortium can 
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try to secure a replacement lender for you, but there is no guarantee a 
new lender will be available.  
 
WILL THE SYNDICATE BORROW AND USE G. EARING? 
 
The syndicate will typically borrow some limited percentage of the 
purchase price from an institutional lender such as a bank, usually 
between 45% and up to 60% of the purchase price of the property. 
 
Property acquisitions and developments are funded by a mixture of 
senior debt from a bank around 55%-60%  as mentioned above, and 
Committed Capital of around 20%-30% from owner equity capital, with 
the private lenders capped at around 20%-30%. 
 

 
  
WHO IS PAID FIRST FROM THE PROCEEDS OF SALES? 
 
On completion and sale of units, the primary 1st mortgage lender or 
bank will be repaid first. Second to be paid will the group registered 2nd 
mortgage holders prior to the owner equity funding investors. 
 
WHAT ARE THE RISKS? 
 
Like any investment, there are risks associated with investing in this 
model. 
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Many of these risks are outside the control of the Consortium and the 
developer and cannot be completely mitigated. 
 
Where risks eventuate, interest distributions may be lower than expected 
or may be suspended and/or the capital value of your loan could be lost.  
Interest is not guaranteed and neither is the return of your capital. 
 
We understand some of the risks include but are not limited to: 
 
General investment risks 
 

- A downturn in the Australian and/or global economy in 
general; 

  
- Interest rate fluctuations. 
  

- Legislative changes (which may or may not have a 
retrospective effect) including taxation and accounting 
issues; 

  
- Natural disasters including earthquakes, social unrest, 

terrorist attacks or war in Australia or overseas; 
  

- If you are foreign Investor, currency exchange rate 
fluctuations. 

 
Specific Property and Syndication risks 
 

- Opportunity Cost – There is a potential opportunity cost to 
investors while projects are underway as investors will lose 
the benefit in being able to use their money elsewhere. 

  
- Falling property value – A downturn in the property market or 

a fall in property values may have an adverse effect on the 
projects end value. 

  
- Interest rate risk – There is a risk interest rates may increase 

which would lead to increased interest expenses and less 
profit to the syndicate. 

  
- Unexpected capital expenditure risk – There is a risk that 

capital expenditure could exceed projections due to 
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increased costs or unforeseen CAPEX issues resulting in 
lower than targeted returns. The funding of these additional 
CAPEX costs could also be an issue. 

  
- Not enough retails sales of the end product. See below. 

 

 
 
Consortium risk 
 

- The Consortium is responsible for providing services and 
managing each of the syndicates on a day-to-day basis. If 
the Consortium fails to do so effectively, then this could 
negatively affect the performance. 

  
- Property acquisition risks – The Consortium intends to 

acquire Properties.  The Consortium will carry out due 
diligence before deciding whether or not to acquire a 
particular Property. During this due diligence process, it may 
not be possible to identify or quantify all risks associated with 
the Property. 
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- Risk of reliance on experts – Certain assumptions will or 
have been based on advice obtained from independent 
experts. While it is reasonable to rely on these experts, there 
is a risk that those assumptions may prove incorrect. 

  
- Development and construction risk – As with all construction, 

there may be cost overruns and the cost to complete the 
construction may be more than projected and additional 
capital or finance may need to be sourced. 

  
- Valuation risk – development and construction – Where a 

building is under construction, the Property will be valued on 
an ‘as if complete’ basis. These valuations assume that the 
relevant building is complete, has been built in accordance 
with the agreed specifications. ‘As if complete’ valuations 
also assume that property market conditions remain 
constant. As a result, with ‘as if complete’ valuations there is 
a risk that, on practical completion of any relevant building, 
the valuation will not be the same. 

  

 
 
WHAT IF A PROJECT IS UNABLE TO ACHIEVE ENOUGH 
PRESALES ON COMPLETION? 
 
Generally, approximately 60-70% of sales is sufficient to fully fund the 
1st and 2nd lenders including interest.  
 
In the event this has not occurred at completion it is the Consortiums 
intention take a loan over the unsold properties. Generally, a 65% loan 
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over remaining unsold stock is sufficient to fully repay the 1st and 2nd 
lenders including interest. The Consortium believe in the current lending 
climate they have the ability to obtain a 65% loan. 
 
In the situation where either options above have not been able to occur, 
then then original equity participants may choose to inject further capital 
to reduce interest costs to protect their equity holding.  
 
HOW TO MOVE FORWARD? 
 
Before you make a decision to invest you will need to check with us 
which projects may still have available fund requirements, then have a 
meeting (either in person or through Skype) with the Consortiums AFSL 
License holder to ensure you understand the risks, requirements and are 
qualified to invest. 
 
DISCLAIMERS 

 
The opinions and views expressed on or through this FAQ and the websites 
www.CitylifeSyndicates.com and  www.AustralianPropertySyndicates.com are the opinions of 
Citylife International Realty Limited and do not reflect the opinions or views of the Griffin Group, 
SMATS, the Consortium or any of their associates, related Directors, officers, employees, advisors 
(including financial, accounting and legal advisors) or representatives or the opinions or views of any 
other individual. 
 
Nothing in this FAQ should be construed as representing advice of any nature. The information contained in 
this FAQ is general information only and does not take into account your objectives, financial 
situation or needs. 
 
To the maximum extent permitted by law, neither Citylife International Realty Limited, or any of 
their associates, related Directors, officers, employees, advisors (including financial, accounting and 
legal advisors) or representatives, make any recommendation in relation to the Consortium make 
any representation or warranty, express or implied, as to the accuracy, reliability or completeness of 
the information contained in this FAQ document. 
 
An investment in a property syndicate should be regarded as speculative and may not be 
appropriate for everyone. You should seek appropriate professional advice before investing.  

 

 

http://www.citylifesyndicates.com/
http://www.australianpropertysyndicates.com/

