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AL
Todayos Pres

David L. Dunn, CFM
Achieved CFM in 2007

Twenty eight years of experience in the facilities management industry bringing effective leadership in facilities
management, construction management, project management, engineering and sustainability.

City of Orlando Interim Division Manager performing administrative, professional and
supervisory work in the Facilities Management field.

ecoPreserve Project Manager providing technical support and assistance in the delivery of professional
consultant services to clients growing or developing their sustainability practices.

Adjunct Faculty for Valencia Community College developing curricula and providing classroom delivery on a
wide variety of sustainability topics to students, and private and public entities.
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Progress toward the CFM goal

A Self d assessment

A Study- Know terms and definitions
A Check outFmpedia - http:/gsishare.com/ifma/FMpedia/index.html

A Comprehensive exam review
A PMA (Positive Mental Attitude)

A  Exam
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http://gsishare.com/ifma/FMpedia/index.html

Real Estate

Todayds Compet en(\

Key Concepts:
A competent fm should have a general understanding and a working
knowledge of the following:

Planning Tools & Techniques

Life Cycles, Key Activities, Tools & FM Touch points
Adding Facility Management Value to Real Estate Activities
Manage & implement the Real Estate Master Plan

Manage Real Estate Assets

Make Smart Real Estate Decisions
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Real Estate Value and Economic Cycles

Real estate typically represents a large portion of a company’s wealth. An understanding of
how real estate value is determined and how to make critical real estate decisions that lead to
company wealth is at the heart of effective real estate management.

Real estate plays an important role in helping businesses meet their goals and objectives. As
a matter of fact, real estate and facilities typically account for the second largest cost vo any

private or public enterprise, next only to salaries.

Real Estate Planning

To make decisions regarding real estate investments and successfully manage real estate
assets, there are several factors you must understand:

Deciding whether to own or lease.

How to evaluate different types of leases.
Managing a Real Estate Master Plan.
Elements of negotiating a lease.

Disposal of a facility.

What Factors Affect Real Estate Decisions?

In determining how to effectively manage corporate real estate assets, there are several
internal and external factors you need to consider.
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_Figure 4.1: Real Estate Descision Factors

Internal Factors

Financial analysis, corporate business cycles, and corporate image are all internal factors that
will affect your real estate decisions.

Financial Analysis: Payback period (if buying the property), Cost of financing (if buying the
property), Rent payments (rent vs. own cost benefit analysis), Operating expenses (how will
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these differ if yon own or rent), Escalarions (in rent), Construction costs (for purchase an
renovation of renrtal property), Tenant improvement allowance.

Corporate business cycles: As a facility manager, you must be aware of constant changes in
your company’s financial situation; thus, you need to communicate with senior management

on a regular basis and to be able to react to changes in the business cycle in a timely and effec-
rive manner.

Corporate image: Each type of facility is designed to convey a certain image. You want ro
make sure that the location, color scheme, building materials, and exterior grounds are in
keeping with the corporate image.

External Factors
External facrors to consider when making real estate decisions incdlude the financial market,
real estate market conditions, environmental regulations, and zoning and community

relations.

1. Financial market and macroeconomic conditions: To develop a strategic real estate plan,
it is importrant to understand these terms:

Prime rate: The rate at which a nation’s central bank lends money to its member banks and
largest investors.

WValue of the fixed asset base: Includes the value of standing stock of buildings and properties.
Consumer confidence: Provides a baromerer of national economic health.

Stock market performance: The stock market indicates the vitality of the economy and the
investment opportunities wirh which real estate must compete.

The taxation and fiscal policy of your state and company: This has a profound effect on real
estate.
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2. Real estate market conditions: If you are considering a facility in a particular geographic
location, you should be familiar with the demographics, taxation and market conditions
of the area. You should conduct an inventory review of all real esrate holdings on a
consistent basis to ensure thar all lease negotiations and rental rates are consistent and
to prevent widely varying financial performance from one site to another. An inventory
review compares corporate plans with each site’s ability to support those plans (Rondean,
1997).

" Here are some questions you should ask when evaluaring properties (Rondeau, 1997):

' Where the property is located and is it close to target markees?
Is the property owned or leased?
What type of space is it? How large is it? How old is the existing property?
What conditions such as zoning, easements, or trusts may affect the use of the
property?
What are the demographics of the population in the surrounding area? What are the
size, education and training of the available work force? What is the income and
purchasing power of the local population? What housing and rerail services are
available?

" What is the condition of existing and future utilities, roads, education facilities,

fire and police services and the surrounding environment?

‘What special political conditions prevail (such as the atticude of local governmenct
toward growth)?

inventory review will provide you with valuable information yon can use to formulate
= Ty P y
your real estate and facilidies plan and support your real estate decisions.
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3. Environmental regulation: Environmental regulations will no doubrt affect your real
estate assets. For example, property owners may be required to clean up contaminated
soil, polluted water or chemical spills. Before making any real estate acquisition, you will

want to obtain an environmental impact statement to make sure yon are not purchasing
a property that poses an environmental threat for which you will be liable.

4. Governmental controls and community relations: There are ways in which local
governments affect the desirability of potential corporate facility sites:

Provision of government services and amenities: Services such as water, sewer, local streers,

drainage, police, and fire protection are just some of the services local governments provide.
The quality of such services is reflected in the tax race.

Land use control measures: Most local governments exercise a comprehensive set of
control measures that regulate land uses during each stage of community developmenct.

Such control measures include plans and capital improvement budgets, zoning ordinances,
subdivision regulations, mandarory development fees and conseruction codes.
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Managing the Real Estate Master Plan

A real estate master plan is all abourt vision. It is the difference of hiking a trail and not knowing
what’s over the next rise or having an eagles eye view high in the sky thar allows you to see for
miles ahead. It can also be likened to having a map that may not show every derail but does give
a clear view of what lies ahead.

The real estate master plan is important to the organization because real estate and facility
costs comprise the second major company expenditure (second to salaries). Believe it or not,
most companies hate to make real estate decisions because of the long-term nature of real
estate and its large ouday of capital. If a company makes a mistake, it can take a long time to
get ourt of it. A real estate master plan provides critical information and a concise view of all
real estare decisions that need to be made and gives senior management more time to make
those decisions. It allows for scenario planning and ranking the greatest real estate needs
when faced with a limited budget. A good real estate masrer plan is good business.

Components of the Real Estate Master Plan

The outline and content of a real estate master plan is usually driven by the company scrategic
plan. The company strategic plan will usually be divided into 1-, 3-, and 5-year plans with

a long-range outlook that may extend 25 years or more. The real esrate master plan should
compliment and support the company strategic plan and follow a similar formart. The actual
real estate master plan document should be easy to read and allow yon to locate informa-

tion easily. The master plan should be made available only to those persons idenrtified by
senior management. It is a confidential document that could cause damage to the company if
revealed to comperitors. When creating a real estate master plan, prepare an ontine prior to
development and present it ro executive management for approval.
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1. Executive Summary
2. Methodology and Contriburtors
3. Sratements of Core Standards of the Company
Funcrtionality, Design and Space Usage
5. Life Safety and Regulatory Compliance
6. Objectives and Time Line
7. Potential Surprises
8. Real Estare Profrabilicy
9. Support Services
10. Value and Business effectiveness
11. External Facrors

Who Should Be Involved in the Real Estate Master Planning Process?

It is very important to recognize who the key stakeholders are that should be involved in the
real estate master planning process. A stakeholder can be defined as anyone who has a vested
interest in the value of the masrer plan. It is common to always include the senior managers
and anyone who is doing strategic planning for the company. But what about other possible
stakeholders within the company? Other stakeholders within the company may include
employees, operations, sales and markering, facilities management, and finance and account-
ing. We seldom think of external srakeholders that have an interest in our company’s furure.
Somehow we need to include their voice in the planning process. These external stakeholders
include stockholders in the company, customers, cities and municipalities, regulatory agen-

cies, inancial institutions and other partners where you may want future funding from. There
—may be others based on your sitaarionm.—

Two other major factors thar drive the strategic planning process are changing marker condi-

tions and rechnology. These demands and expectations set the framework from which che
company strategic plan is writren.

The master plan is important because it provides vision and a map to facilitate berter deci-
sion-making. It also allows for more precise budget planning.
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 Maintaining the Real Estate Master Plan

The real estate master plan will help you estimare how much or how little space the organiza-
rion will need and when it will need it. In addition to quanticty of space, you must also con-
sider quality of space. Flow well is the space meering the objectrives for which it was created?

In other words, is the space performing according to the goals and demands identified in the
original design of the space?

To successfully maintain a real estate master plan you must be able to:

- Measure real estare performance and compare it ro the mascer plan.
Measure customer usage and compare it to the master plan.

Identify economic changes in the local markerplace and make adjustments according
to the mastrer plan.

; . . international Fz
Of particular importance is:
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