Real 3890 Final Exam Review

Lecture 1: Introduction to Property Management

Managers: Contact point & facilitator between tenants, owners & employees/contractors 
• Becoming increasingly professionalized 
	o Many properties – few large owners (REITs, pension funds, institutional investors) 
	o Soon in Ontario we will start to require certifications 
· Condo managers are starting to be certified (regulations & licenses)  
· As of November 1st, Ontario has condo manager regulation and licensing
· Certified Property Manager (CPM) by Institute of Real Estate Management  
· Building Owners and Managers Association (BOMA)  
• Managers are in different areas:
	o Office Space, Industrial, Residential, Retail, Mixed Use Facilities 
	o Hotels & Recreation Properties (which have a different set of rules & different way of managing  

Who do they manage?
• Manage different ownership structures 
	o Private (small-scale or large) 
	o Small public real estate companies (ex: strip malls)
	o Large public real estate companies
	o Institutional Investors
	o Organizations with lots of property but primarily interested in other business (ex: big box retailers)  

What do they do? 
• Add value (or at least reduce costs)  
• Can include tenant relations (address concerns, collect rent)  
• Pay expenses  
• Marketing of property & included services  
• Risk Management  
• Recommend & make improvements 
	o Especially ‘green’ improvements in today’s market  
• Overall, they achieve the objective of the owner! 
• Note: if you are doing the job right.. it should be boring!
	o Excitement means you have done something wrong, prioritized poorly or failed to properly assess risk  

How to Manage? 
• Managers, manage!!
• Don’t need to know how to fix everything... but know who to call and what to expect from their service 
• Control the flow of information 
	o Understand delegation of information 
	o Anticipate good vs. bad information 
	o Condensing and passing along reports on asset performance 
• An operation is all about implementation: 
	o small details scuttle large projects
	o need for contingencies and ability to pivot while keeping goals in focus
	o Example of stunning implementation failure google Gallipoli campaign
      • Keep in mind... other people may have same goals or incentives 
	o Doing the same thing... doesn’t mean doing it for the same reason 

BIG IDEA: The Agency Relationship: fiduciary relationship (involves trust & confidence) between an agent and principal where the agent has to act ethically & in best interest of principal. 
· 	• Agent: person/party who is legally authorized to act on behalf of another party (who is the
· 	principal) in business transactions  
· 	• Hidden information & hidden workers  
· 	• Monitoring can be time consuming and therefore expensive  
· 	• Ethics & incentives are critical to management of these issues  
· 	• Be wary of which metrics are being measured to determine performance(Remember...
· 	property managers each have their own ways – anticipating their goals & how they’re
· 	different from yours will set up structures/incentives to keep projects on track)  
· 
· A day in the Life of a Property Manager  
(1) Determine Market Conditions
• Look within the building/structure and without
• Inspect property and current tenants 
	o Vacancy rates, prices, operating expenses, big ticket items up for replacement in 	future
	o Look at Neighbourhood (In decline? New transit lines?) 
	o Listen to current tenants – information is key!!  
(2) Create a Management Plan 
• Capital Investments
• Balance Sheet Analysis
• Present strategy to owners  
(3) Negotiate Management Contract  
(4) Implement the Strategy – Just do it!
• Marketing
• Leasing
• Tenant Relations
• Building Maintenance
• Employee Management
• Determine Measurements that you can ensure things are on track  
(5) Sleep, Repeat

Completing Market Research 
·        • Look at Cyclical Fluctuations (Economy) 
· 	o When is a cycle not a cycle but a new structural change? Ex: blockbuster who didn’t
· 	recognize the industry shifting  
·        • Self-delusion is a significant pit-fall 
· 	o Know before you “nooooo!!!”
· 	o Over building is a frequent problem Ex: ghost cities in China waiting for people  
· 	   • Even when using research data – manipulation can be problematic  
· 	   • Assumptions need to fit the data NOT picking data that fits assumptions  
· 
· Market Research – Cycles  
• Buildings usually exist for decades, long enough to survive through many cycles  
• Cycles are not equal in length or intensity  
• Disruptive local events – positive & negative  
• Cause of the cycle may have different impacts on different assets  

Market Research – Systematic  
· 	   • Driven by:
· 		o Technological Advancement 
· 		o Government policy changes  
· 	   • Management strategies need to be adaptable  
· 	   • Key indicators: 
· 		o Market rent 
· [bookmark: _GoBack]		o Vacancy Rate
· 		o Duration of Vacancy  
· 	    • Future conditions & outside drivers
· 		o For example: building permits, incomes  
· 
· Practice Property  
· What would you look for? 
·         • Age  
·         • Location (area: schools, transit, highways, comparables)  What question would you ask
·           the owner?  
·         • What are owner’s expectations? ** VERY IMPORTANT  
·         • Recent improvements  
·         • How long it has been vacant – duration of tenants  
·         •  Recent problems/issues  
·         • Why are they selling? 
· Neighbourhood?  
• Parking, schools, zoning, services, walk score? 
Comparables? 
Property Specific Analysis: 
· 	•  Lease, options, vacant units, maintenance  
· 	•  Run through numbers, applying financial calculations  
· 	• NPV calculations  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