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James C. Downs, Jr., CPM,
author of Principles of Real
Estate Management, is a rec-
ognized authority on prop-
erty management. He is past
president of the Institute
of Real Estate Management
and holder of CPM key
number one.

While commercial and residential tenants are becoming
more articulate and sophisticated in their demands, owners
are more and more facing the problem of profit -squeeze due
to rising taxes, maintenance and personnel costs. It is the
duty of the manager to acquire all basic knowledge of the
industry available to him as well as the up-to-date knowl-
edge of management practices in order to protect the in-
vestment entrusted to his care and to enhance his profes-
sional image in the field.

A well-rounded course in property management is found be-
tween the hard covers of the recently -revised Principles of
Real Estate Management: A primer for beginners and a
basic review for seasoned practitioners. In addition to down-
to-earth chapters on the actual mechanics of management-
creating the management plan, merchandising residential
space, credit and collections, etc., Principles opens with a
review of real estate's economic basics: The Field of Real
Estate Management, The Real Estate Market, Monetary In-
fluences on Real Estate Cycle, Appraising Comparative
Value, to name a few chapters.

Because
of the continuing benefits
in the field of property
management, affording
a fast-growing opportunity
for all Realtors

this guide
-being substantially a
text in real estate economics
of special value to all
 students of real estate
 practitioners in the field-

more than ever

meets today's

problems...

Now in
its Ninth

Edition

Noted author of the text, James C. Downs, Jr., Certified
Property Manager, is chairman of Real Estate Research
Corporation, economic counselors, and vice president of
Downs, Mohl and Company, one of the nation's largest
management firms. He is former Housing Coordinator for
the City of Chicago and Assistant to the Mayor as well as
editor and publisher of The National Market Letter.

In 1952 Mr. Downs was awarded the degree, Doctor of
Commercial Science by the University of Florida for aca-
demic contribution. Principles of Real Estate Management
is used as a standard reference and text by more than 50
universities and colleges.

From economics, management practices, maintenance proc-
esses and public relations, through urban renewal, condo-
miniums and tenant unions, Principles of Real Estate Man-
agement in its newly -updated and revised edition presents
a thorough, basic picture of the professional field of invest-
ment property management. Priced at $10.00 per copy, it is
an educational investment that real estate veterans and
neophytes cannot afford to pass by.

The Institute of Real Estate Management
$10 per copy from: 155 East Superior Street

Chicago, Illinois 60611
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This is Abe Ponm.
Builder and owner

of the largest single apartment building

inWashington, D. C. And maintenance

man for 525 KitchenAid dishwashers.

Abe doesn't want dishwasher service headaches any more
than you do.

That's why he chose KitchenAid dishwashers
for his $15,000,000 apartment project.

He checked the KitchenAid service record.
(It's outstanding.) He tested the motor himself. ("It's the
best built motor i've found," he said.)

He asked his wife if she had any trouble with the
KitchenAid in their home. ("No," she said.)

And he asked himself what dishwasher has the
reputation for being the best. (KitchenAid wins again.)

So if you're planning to remodel the kitchens in
your apartments, take a tip from Abe Pollin. Get
KitchenAid dishwashers. Use their quality reputation to
help sell the apartment. And stop worrying about dish-
washer maintenance.

Want details? Call the KitchenAid distributor
listed in the Yellow Pages under "Dishwashers". Or send
the coupon.

[ KitchenAid Dishwashers, Dept. 9DJP-5
The Hobart Manufacturing Co., Troy, Ohio 45373

I Name

Address

(it\ ______________State Zip -

Kitchr.Aid
Dishwashers and Disposers

L
KitchenAid dishwashers -20 years of good old.fashioned quality.
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Fascinating

Factual

Guide

Profitable.

By one of the nation's
outstanding authorities on this
increasingly popular subject.

This very interesting, highly informative book will become more and
more popular as people find that, unlike the rapidly fluctuating stock
market, real estate values and activity do not immediately
respond to day-to-day crises.

Written in an informal, easy -to -read style, INVESTING IN REAL ESTATE,

will be of keen interest and value to investors, property owners,

business and professional men and women. Only $2.95

O
Available at local book stores or write to:

INSTITUTE OF REAL ESTATE MANAGEMENT
155 East Superior Street, Chicago, Illinois 60611
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BRIEFING
THIS
ISSUE

APARTMENT INCOME AND EXPENSES: THE REPORT OF THE
EXPERIENCE EXCHANGE BOARD
William M. Shenkel, CPM

Dr. Shenkel summarizes the findings of
the 1968 Apartment Building Income -Ex-
pense Analysis, comparing statistics gath-
ered from apartment buildings across the
country and in Canada. Using as guide-
lines the four basic building types-small
low-rise, larger low-rise, garden -type and

PAGE 102
elevator buildings-the article spotlights
trends in operating costs, tenant turnover
and taxes, among others. Age differential
is also a major factor in analyzing the
results of the survey of over 1,500 apart-
ment l)uildings.

DESIGN ELEMENTS ATTRACT TENANTS TO RESEARCH PARK
Rudolph G. Seeley PAGE 113
The transformation of a Virginia farm into
an architecturally pleasing building com-
plex is the basis of this article. Mr. Seeley
describes the advent of Westgate Research
Park, located in McLean, Va.; the park is

geared strictly to research -oriented firms.
He relates how coordinated design ele-
ments incorporated in all new structures
built on the site helped to establish the
success of the research park.

AIRLINES SEEK NEW HORIZONS FOR RESORT DEVELOPMENT
(THIS MONTH'S COVER)
Stephen W. Brener, CPM PAGE 116
The growing surge in air travel has led
many airlines into the fields of hotel and
resort development, reports CPM Stephen
Brener. Since the success of newly created
air routes depends in part on adequate
facilities for passengers and crew at route's
end, they are participating in the develop-
ment of such facilities on a world-wide

basis. For example, shown on the cover
is the modernistic Royal Hotel in Copen-
hagen, Denmark, operated by Scandina-
vian Airlines System; the 22 -story hotel,
Scandinavia's tallest skyscraper, houses the
central bus terminal for transportation to
and from Copenhagen's airport.

INCOME COLLECTION CONTROL FOR THE MANAGEMENT
OFFICE

John H. Resing

As the management office grows and the
top executive begins to delegate duties to
members of his staff, the need for clearly
defined control systems becomes apparent.
Realtor John Resing outlines a method
for establishing a control system for one

PAGE 119
of the first areas that needs constant
scrutiny: rent collection. He presents a
step-by-step routine to be followed so
that the company chief will never feel in
the dark as to how his business is func-
tioning.
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THE DOLLARS AND CENTS OF OFFICE BUILDING MANAGEMENT
Leo David, CPM

An item -by -item cost estimate is the basis
of Mr. David's article, offering an analysis
of an average modern office building and
its older counterpart. He comments on
the inevital)le effects of inflation and spi-
raling taxes which play a very important

PAGE 122

role in determining the profitability of
such a venture. FIe also discusses the need
for a strong merchandising program and
for keeping an eye on items such as build-
ing security and contract cleaning.

CONDOMINIUM FEASIBILITY STUDY: PLANNING FROM THE
GROUND FLOOR UP
Lloyd D. hanford, Sr., CPM

The aspects of a feasibility study unique
to a condominium project are discussed in
this article by Lloyd D. Hanford, Sr., as
well as those common to any type of
feasibility study. Breaking down the in-
dividual unit costs and "common area"

PAGE 130

costs is one item of particular concern to
condominium planning. Mr. Flanford also
presents a rough calculation of major ex-
penses and a timetable scheduling the
project from developers' idea to com-
pleted building.

SOME ADVANTAGES OF SMALL FURNISHED APARTMENTS
Don Royale, CPM

While many people in rea4 estate will shy
away from handling small furnished units,
CPM Don Royale relates his experiences
in satisfying a market for such units. Since.
the one- or two -person family unit is be -

PAGE 134

coming more and more common, the need
for smaller apartments follows. Also, the
smaller unit is easier to furnish and if
properly designed can become "the prop-
erty manager's dream to merchandise."

NEEDED: PARKING FACILITIES THAT SERVE PEOPLE, NOT CARS
Thomas A. Constantine PAGE 136

While today's parking garages are de-
signed to accommodate as many cars as
possible with little concern for the wear
and tear this causes the driver, Mr. Con-
stantine suggests that smaller, more cus-
tom -designed facilities are required. Park-
ing will still remain one of our major

problems but the accompanying frustra-
tions can be lessened by providing col-
unrn-free parking structures with wider
spaces. Smaller facilities scattered about
can also improve traffic flow and offer
quicker street access than presently exist
in today's large parking garage.
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Apartment Income and Expenses:
The Report of the Experience
Exchange Board

Since 1956 the Institute of Real Estate
Management has published an annual re-
port of apartment income and operating
expenditures. The 1968 report covers 1,564
apartment buildings-a 50 percent in-
crease in the number of units reporting
over the preceding year and a number far
exceeding the 202 buildings originally
reported in 1956. With a high number of
reporting units, the 1968 Apartment Build-
ing Income -Expense Analysis represents
the leading source of income and expense
data covering apartment management and
operation.

The latest report includes apartments
in 101 cities and shows expense and income
data by types of apartments, thus making
it possible to compare the experience of
individual buildings with average income
and expenses among several categories.
Before summarizing the main points of
this report, it is worthwhile to review the
sample from which such a large study is
drawn.

The 1968 Analysis is the most compre-
hensive report that the Institute has pub-
lished over the last 12 years. The report
is based on a survey of 131,455 apartment
units or 496,438 rooms. With a sample
of this size, statistical accuracy is improved
and generalizations tend to be more valid
since unusual cases tend to be offset by
compensating observations. Moreover, the
usefulness of the data is broadened by
the separate listings possible with larger
samples.

To make the most effective use of this
report, it is necessaiy to outline the report
format. The first part is devoted to trends
in operating expenses and vacancies. The

* In preparing this material, the assistance of
Jerome A. Martin, CPM, is sincerely appreciated.
The Apartment Building Income -Expense Analysis
would not have reached its present high quality
without the patient efforts of Mr. Martin.

by William M. Shenkel, cpM*

many tables report operating ratios by
apartment age groups and by four types
of apartment buildings. Utility costs, ex-
penses per square foot, as well as tenant
turnover for the past four years (by type
of apartment) are summarized in conveni-
ent, readable form.

The balance of the report gives identical
tables for four types of apartment build-
ings: 1) elevator buildings; 2) low-rise
buildings -12 to 24 units; 3) low-rise
buildings -25 or more units; and 4)
garden -type buildings. Within each classi-
fication income and operating expenses
are shown in dollars per room and per-
cent of gross possible income for selected
metropolitan areas.

To reyiew data for larger areas and to
give results for larger samples, similar
distributions are shown for north, south
and western regions of the United States
and Canada. In addition, operating ratios
are reported by age groups for past years.
The report cites income and expenses per
square foot by metropolitan areas and by
tenant turnover ratios (by cities) and
gives a summary of income and operating
costs for selected metropolitan areas. Com-
parable data are offered for cooperatives,
condominiums and furnished buildings
within each building type.

The usefulness of this data is improved
by the wide distribution of reporting
apartment buildings. In Table 1, the 1,564
buildings are divided almost equally be-
tween the four main building groups.
Moreover, this classffication shows cer-
tain trends in apartment operation that
deserve special mention.

Note that the 417 elevator buildings and
384 garden -type buildings have the larg-
est number of apartments per building: an
average of 134 and 140 apartments per
building. Note also that only 195 of the
1,564 buildings are furnished. The eleva-
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samples.

To make the most effective use of this
report, it is necessaiy to outline the report
format. The first part is devoted to trends
in operating expenses and vacancies. The

* In preparing this material, the assistance of
Jerome A. Martin, CPM, is sincerely appreciated.
The Apartment Building Income -Expense Analysis
would not have reached its present high quality
without the patient efforts of Mr. Martin.

by William M. Shenkel, cpM*

many tables report operating ratios by
apartment age groups and by four types
of apartment buildings. Utility costs, ex-
penses per square foot, as well as tenant
turnover for the past four years (by type
of apartment) are summarized in conveni-
ent, readable form.

The balance of the report gives identical
tables for four types of apartment build-
ings: 1) elevator buildings; 2) low-rise
buildings -12 to 24 units; 3) low-rise
buildings -25 or more units; and 4)
garden -type buildings. Within each classi-
fication income and operating expenses
are shown in dollars per room and per-
cent of gross possible income for selected
metropolitan areas.

To reyiew data for larger areas and to
give results for larger samples, similar
distributions are shown for north, south
and western regions of the United States
and Canada. In addition, operating ratios
are reported by age groups for past years.
The report cites income and expenses per
square foot by metropolitan areas and by
tenant turnover ratios (by cities) and
gives a summary of income and operating
costs for selected metropolitan areas. Com-
parable data are offered for cooperatives,
condominiums and furnished buildings
within each building type.

The usefulness of this data is improved
by the wide distribution of reporting
apartment buildings. In Table 1, the 1,564
buildings are divided almost equally be-
tween the four main building groups.
Moreover, this classffication shows cer-
tain trends in apartment operation that
deserve special mention.

Note that the 417 elevator buildings and
384 garden -type buildings have the larg-
est number of apartments per building: an
average of 134 and 140 apartments per
building. Note also that only 195 of the
1,564 buildings are furnished. The eleva-
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TABLE 1

CHARACTERISTICS OF APARTMENT BUILDINGS INCLUDED

IN THE 1968 EXPERIENCE EXCHANGE REPORT

________-
I -___

Type of Apartment Total Percent of
Building Number Total Number Furnished Unfurnished

Elevator Buildings 417 26.7 32 385

Average Number of
Apartments Per Building. . . 134 - 70 139

Average Number of Rooms
- 2.0 3.7

Low Rise, 12-24 Units 383 24.5 63 320

Average Number of
Apartments Per Building. . 1 - 19 17

Average Number of Rooms
Per Apartment.........3.6 - 2.6 3.9

Low Rises 25 Units and Over 380 2/4.3 51 329

Average Number of
Apartments Per Building. . . 49 - 48 49

Average Number of Rooms
Per Apartment........3.6 - 2.2 3.8

Garden Type Buildi&s . 384 24.5 49 335

Average Number of
Apartments Per Building. . 140 - 67 140

Average Number of Rooms
Per Apartment........4.0 - 2.9 4.1

Total 1,564 100 195 1,369
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tor and the garden -type furnished build-
ings have fewer apartments per building
than do unfurnished buildings in the same
groups. The unfurnished apartment build-
ings have an average room count ranging
from 4.1 rooms for garden -type to a low
of 3.7 rooms for elevator buildings. Yet
it will be observed that for furnished
apartments the number of rooms per
apartment is much smaller, ranging from
2.0 to 2.9 rooms per apartment.

These data strongly suggest that the
sample of apartments is sufficiently cli-
versified by type of building and by city
location to permit valid generalizations.
Surely this report provides an unusual
opportunity to compare income and ex-
penses of specific buildings with typical
operating experience.

However, care must be taken in draw-
ing conclusions from these data. First,
while separate listings of the sample per-
mit more detailed analysis, they also reduce
the number of observations per subsample,
so that an unusual item may distort the
final results. For instance, generalizations
drawn from the seven buildings listed for
Atlanta would not be as convincing as
generalizations drawn from the 415 Chi-
cago buildings. So in making individual
comparisons, caution must be exercised
in generalizing from relatively small sam-
ples. Nevertheless, separate listings of
small groups suggest important income
and expense trends that may be inter-
preted in the light of other tabular data.

Moreover, for some distributions, the
apartment report may not be representa-
tive of all apartments of a given classifi-
cation. This is especially true when the
number of buildings is relatively small.
In addition, it will be noted that the report
is based on the voluntary cooperation of
property managers-not on a scientific
sampling of all apartment buildings.

Yet the precautions taken to minimize
errors partly compensate for some of
these statistical limitations. Questionable
reports are returned for verification. The
editing of data to minimize erroneous en-
tries, use of electronic data processing
and providing careful instructions to re-
porters submitting data contribute to re-
port accuracy. A review of trends in apart-
ment building operations tends to support
this conclusion.

TRENDS IN APARTMENT OPERA'rIoN

Some five pages of tables showing
trends are given in full report. Here only

the highlights are reported. First, it is
relevant to emphasize the change in oper-
ating ratios by age groups of unfurnished
buildings over the last four years. In this
series, expenses are shown as a percentage
of gross possible total income. In almost
every category, expenses-expressed as a
percent of gross possible income-have
increased. And the increase seems to be
more rapid for older buildings.

For instance, elevator buildings con-
structed in 1920 or earlier show expense
ratios that have risen from 55.2 percent
in 1964 to 58.8 percent in 1967. In the
same category, newer buildings show a
nominal increase from 50.5 percent to 50.9
percent. This trend seems consistent for
other types of apartment buildings;
namely, low-rise 12-24 units, low-rise 25
units and over, and garden -type buildings.
If this is a trend, property managers may
expect operating ratios for newer build-
ings to increase gradually while the older
buildings will probably have more rapidly
rising expense ratios.

Over the last four years, operating ex-
penses have increased significantly for
three types of apartment buildings: ele-
vator apartments, 12-24 unit buildings and
apartments of 25 units and more. The
increase per square foot is greater for the
25 -unit -and -over category which shows
total operating expenses of 79.31 cents
per square foot (1964) and 108.9 cents
per square foot (1967). For the same
series, 68 garden -type buildings reported
operating expenses of 82.42 cents in 1964
compared to 76.22 cents per square foot
reported for 245 buildings in 1967.

Judged by the type of building, notic-
able differences exist between payroll ex-
penses of elevator apartments and the
other groups. Elevator buildings have the
highest payroll expenses-in 1967 22.61
cents per square foot comprcd to 10.59
cents per square foot for garden -type
apartments. Similarly, management ex-
penses tend to be higher for elevator
buildings than the other three categories.
In 1967 property managers reported an
average of 11.75 cents per square foot for
managing 199 elevator buildings. The
managing expense per foot for the garden -

type buildings ranged downward to 8.05
cents per square foot.

Elevator buildings were more expen-
sive to operate with respect to cleaning
and decorating, maintenance and repairs
and real estate taxes relative to the other
three apartment groups. For instance, real
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estate taxes in 1967 for 199 elevator -type
buildings amounted to 39.5 cents per
square foot. Carden -type buildings in the
same year paid the lowest of this group
-21.58 cents per square foot.

Some of these trends were offset by
higher net incomes experienced in 1967
compared to the preceding years. From
a net operating income of 120.2 cents per
square foot in 1964, elevator buildings
showed a net operating income of 130.80
cents per square foot in 1967. However,
221 reports on 12-24 unit, low-rise
apartments revealed a lower operating in-
come per square foot in 1967 compared
to 1964. The low-rise apartments of 25
units or more, as indicated by 203 reported
buildings, showed a net operating income
of 90.9 cents per square foot-nearly a
50 percent increase over comparable data
of 1964.

Equally significant trends are revealed
by considering operating ratios by type
of building and age group for the last four
years. For this series, elevator buildings
constructed after 1961 show the lowest
operating cost relative to those in older

age groups. For instance, property man-
agers reported operating ratios of 61.9
percent for buildings constructed between
1921-1930 and 59.0 percent for buildings
constructed before 1921. Buildings con-
structed after 1961 show operating ratios
that have ranged from 42.1 percent to 47.0

percent over the last four years. More-
over, the classification of elevator build-
ings by age groups shows that operating
ratios have increased generally during the
last four years.

Similar trends are revealed for the other
three main categories. The low-rise, 25 -
unit -or -more apartment buildings, espe-
cially those constructed before 1931, have
the highest operating ratio of the group-
ratios that have varied from 59.7 percent
in 1966 to 67.3 in 1965. In contrast, the
garden -type units indicate the lowest
operating ratios, with buildings con-
structed after 1960 showing current op-
erating ratios of 44.2 percent.

Fairly consistent data indicate definite
trends in tenant turnover rates among
building types. For example, 1967 tenant
turnover for furnished elevator apartments
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was almost double the turnover rate re-
ported for unfumished elevator apart-
ments -46.4 percent compared to 23.3 per-
cent. But the highest turnover rates were
experienced by low-rise 25 or more units
and by garden -type furnished buildings.
These two groups revealed turnover rates
of 94.0 percent and 96.1 percent. In each
instance, the tenant turnover rate for
furnished apartments was more than
double that of unfurnished units. With
two exceptions, turnover rates in 1967

were considerably above the same series
reported for 1964.

Consistent patterns are also shown for
the percent of dollar vacancies and de-
linquent tenants over the four-year term.
As a general rule, vacancies were greater
for furnished apartments than unfurnished
apartments: unfurnished elevator build-
ings showed a vacancy rate of 6.2 percent
relative to 11.7 percent for furnished units
(1967).

UNFURNISHED ELEVATOR BuIuINGs

Income and expense data for this group
are classified by 26 metropolitan areas
within the United States and Canada and
three regional distributions in the United
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States. Among these divisions, some of
the more prominent relationships demon-
strate how these data may be used for
comparison. Chicago, with 97 buildings
reporting, reveals that annual apartment
rents per room average $573.51. The cor-
responding vacancy and delinquent rent
is 2.8 percent of gross possible income.
The rent per room for the 60 apartments
of Washington, D.C., closely corresponds:
the average rent per room amounts to
$575.75, but in this case, the vacancy and
rent delinquency rate is higher, 6.1 percent
of gross possible rent income.

The distribution summarizing the ex-
perience of 318 reporting buildings for
the United States provides a comparison
for individual metropolitan areas. For ex-
ample, the United States figure of $568.59
is somewhat below the rent per room
shown for Washington, D.C., and Chicago.
But the vacancy and delinquent rent a!-
lowance of 6.4 closely corresponds with
the Washington sample. The 28 apart-
ments shown for Canada illustrate a lower
rent per room, $515.47, and the lowest
average vacancy rate, 2.1 percent.

In reviewing expenses for unfurnished
elevator buildings, one fact stands out:
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the average rent per room amounts to
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FIGURE 3. EXPENSES OF OPERATING UNF'URNISHED ELEVATOR APARTMENTS: 1967

Total payrolls and real estate taxes are
two of the largest single expense items
for elevator building operation. As a
standard of comparison, 318 apartment
buildings summarized show that total pay-
roll expenditures average 8.6 percent of
gross possible rental income; real estate
taxes average 14.3 percent. Compare these
figures with 28 reporting buildings in Bos-
ton revealing real estate taxes of 20.9
percent and with Chicago indicating that
97 buildings have average, property taxes
of 15.3 percent of gross possible rental
income. Washington, D.C., with a respect-
able sample of 60 buildings, shows that
real estate taxes average 10.9 percent of
gross possible rental income. Canada also
has a relatively high property tax level:
21.6 percent calculated on a comparable
basis.

Drawing from the experience of fairly
large metropolitan samples, total payroll
expenses range from 8.5 percent of gross
possible total income, while in Washington,
D.C., payroll expenses are at a comparable
9.8 percent level. The Canadian experience
is lowest of the group; payrolls are 5.7
percent of gross possible total income.

Turning to unfumished elevator build-

ings classified by age groups, other rele-
vant relationships stand out. The 21 build-
ings constructed before 1921 have the
lowest rent per room: $450.40. By the
same token, rent per room for 1961 or
later construction totals $586, The 25
apartments constructed between 1931-1945
are exceptions to this trend in that rents
per room are at the highest level for this
group: $643.11. An unexplained incon-
sistency appears in this group in that,
generally speaking, vacancies and delin-
quent rents tend to decline as the age of
the building increases. The 21 buildings
constructed before 1921 have a vacancy
allowance of only 2.1 percent. The 144
buildings constructed after 1960 show a
higher vacancy rate, 8.0 percent. Though
these data are not clearly consistent and
subject to variation typical of small sam-
ples, the trend seems fairly consistent.

The unexplained paradox is the low
vacancy factor of older buildings. Rent
theory holds that rising vacancies usually
are observed first in older buildings. Theo-
retically, the newer and more popular
units would be expected to have the lower
vacancy rate. The 1968 Analysis suggests
an opposite result.

VOLUME 34, NUMBER 3, MAY-JUNE 1969 107

NET OPERATING INCOME
BEFORE REPLACEMENTS
& DEPRECIATION

7

VACANCIES

PAYROLLS

UTILITIES

MANAGE MENT
, a
ADMINISTRATIVE

DECORATION
a

MAINTE NANCE

SUPPLIES, SERVICES
MISCELLANEOUS

INSURANCE

REAL ESTATE &
OTHER TAXES

FIGURE 3. EXPENSES OF OPERATING UNF'URNISHED ELEVATOR APARTMENTS: 1967

Total payrolls and real estate taxes are
two of the largest single expense items
for elevator building operation. As a
standard of comparison, 318 apartment
buildings summarized show that total pay-
roll expenditures average 8.6 percent of
gross possible rental income; real estate
taxes average 14.3 percent. Compare these
figures with 28 reporting buildings in Bos-
ton revealing real estate taxes of 20.9
percent and with Chicago indicating that
97 buildings have average, property taxes
of 15.3 percent of gross possible rental
income. Washington, D.C., with a respect-
able sample of 60 buildings, shows that
real estate taxes average 10.9 percent of
gross possible rental income. Canada also
has a relatively high property tax level:
21.6 percent calculated on a comparable
basis.

Drawing from the experience of fairly
large metropolitan samples, total payroll
expenses range from 8.5 percent of gross
possible total income, while in Washington,
D.C., payroll expenses are at a comparable
9.8 percent level. The Canadian experience
is lowest of the group; payrolls are 5.7
percent of gross possible total income.

Turning to unfumished elevator build-

ings classified by age groups, other rele-
vant relationships stand out. The 21 build-
ings constructed before 1921 have the
lowest rent per room: $450.40. By the
same token, rent per room for 1961 or
later construction totals $586, The 25
apartments constructed between 1931-1945
are exceptions to this trend in that rents
per room are at the highest level for this
group: $643.11. An unexplained incon-
sistency appears in this group in that,
generally speaking, vacancies and delin-
quent rents tend to decline as the age of
the building increases. The 21 buildings
constructed before 1921 have a vacancy
allowance of only 2.1 percent. The 144
buildings constructed after 1960 show a
higher vacancy rate, 8.0 percent. Though
these data are not clearly consistent and
subject to variation typical of small sam-
ples, the trend seems fairly consistent.

The unexplained paradox is the low
vacancy factor of older buildings. Rent
theory holds that rising vacancies usually
are observed first in older buildings. Theo-
retically, the newer and more popular
units would be expected to have the lower
vacancy rate. The 1968 Analysis suggests
an opposite result.

VOLUME 34, NUMBER 3, MAY-JUNE 1969 107



ELEVATOR TYPE ___________________

VMM//M/MM/il4
LOW RISE 25 UNITS AND OVER I I

WIMMIMMI/lIM//A9IMIIM.
100 80 60 40 20 0 5 10 5

PERCENT OF TENANT TURNOVER

Eli UNFURNISHED

FURNISHED

PERCENT OF
VACANCY AND
DELINQUENTS

FIGURE 4. TENANT TURNOvER AND VACANCY RATEs: 1967

Another surprising relationship is shown
for real estate taxes related to age groups.
The data show that the newer apartments
pay relatively lower real estate taxes, 13.6
percent of gross possible income, while
the older apartments constructed in 1930
and earlier show that taxes amount to 19.2
percent and 16.1 percent of gross possible
rental income. Yet the older apartments
have the lowest operating expenses and
lowest net operating income. And while
buildings constructed after 1960 have the
highest net operating income, $312.59,
they do not have the highest total expenses.

A more detailed distribution reveals that
the expense ratio of 58.2 percent reported
in 1967 for buildings constructed before
1921 is considerably above the 43.6 per-
cent expense ratio for buildings con-
structed between 1961-1967. Buildings
included in the sample of those built be-
tween 1921-1930 indicate an even higher
expense ratio, 60.6 percent. By the same
token, this classification shows a low va-
cancy and bad debt rate for the older
buildings, 2.1 percent in 1967, and a high
vacancy and bad debt rate for the newer
buildings (1961-1967) of 8.0 percent.

For those interested in cooperative
apartments and condominiums, separate
distributions are shown for each classifica-
tion. Cooperatives of this group are rep-
resented by 30 buildings while nine con-
dominium buildings are classified to show
expenses per room and per square foot.
Income and expenses per square foot for
metropolitan areas present an even more
detailed analysis of these apartments. A
summary of 1967 tenant turnover rates and
of income and operating costs by metro-
politan areas completes the study of ele-
vator buildings unfurnished.

UuiIsD, Low-RIsE 12-24 UNITS

As the average woman can be compared
(and sometimes unfairly) to a beautiful
fashion model, in like manner, apartments
can be compared to a "model" or typical
operation. In essence this is the technique
used to compare experience of unfurnished
low-rise apartment buildings of 12-24
units. Some 298 buildings, though lacking
the glamor of a fashion model, show aver-
age operating results for comparisons to
specific apartments. Some of the more
relevant comparative data would include:
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FicullE 5. EXPENSES AND NET INCOME PER SQUA1E FOOT: UNFURNISHED APARTMENTS

1. Average annual dollar rent per room,
$337.22.

2. Total payroll expenses, 7.3 percent of
gross possible total income.

3. Real estate taxes, 17.3 percent of
gross possible total income.

More detailed conclusions may be drawn
from these same data shown for selected
metropolitan areas even though they rep-
resent relatively small samples. But the
Chicago sample, with 119' -buildings, sup-
plements similar material for the entire
country: the average annual rent per room,
$365.50, is almost 10 perôent above the.
national average. Total payroll expenses
are also above the national average. Prop-
erty taxes show a nominal increase, 19.9
percent of gross possible total income. The
more detailed list of the exchange report
permits informed property managers to
draw judgments respecting the smaller
samples for 23 metropolitan areas and
regional groups.

Trends observed among these low-rise
buildings are fairly consistent vith like
data for elevator buildings. The dollar per
room rent per year, $255.89, for buildings
constructed in 1921 or earlier is consider-

ably less than the annual dollar rent per
room for buildings constructed in 1961 or
later-$409.59. The 1968 Analysis suggests
that dollar rent is partly related to the age
of buildings. In this case, the rate of va-
cancy and delinquent rent for newer con-
struction, 5.7 percent of gross possible
total income (GPTI), is again higher than
the same figure reported for older build-
ings. While total payroll expenses are 9.4
percent and 6.9 percent of GPTI (build-
ings constructed from 1921-1930 and 1920
or earlier), they are only 4.5 percent of
GPTI for 1961 or later buildings.

Property taxes for this distribution show
an inconsistent pattern, though it may be
observed that the 13.2 percent of real
estate taxes for buildings constructed in
1921 or earlier is less than the 19.7 percent
for the 1946 to 1960 group. Looking at the
summary of expenses classified by age
groups, again vacancies and bad debts are
lower for 1961-1967 buildings relative to
1.920 or earlier buildings. For 1967 these
figures are 5.7 percent and 4.2 percent of
GPTI. This latter distribution shows a
consistent pattern of a lower level of real
estate taxes (compared to GPTI) for the
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1921 or older buildings relative to 1961-
1967 construction.

Expenses and incomes per square foot
show that the 72 Chicago buildings have
higher total payroll expenses and higher
real estate taxes per square foot than the
same series for the United States. The
number of buildings classffied by metro-
politan areas is too small for definite gen-
eralizations. Familiarity with each com-
munity will help interpret these data.

Tenant turnover rates for the 5,223
apartments range from zero for 12 apart-
ments reporting in Johnstown, Pa., to 82.6
percent for 23 units of San Antonio, Texas.
Chicago, with 2,094 apartments, shows a
tenant turnover of 23.0 percent. The next
largest group, Los Angeles, has an annual
tenant turnover of 52.5 percent for 242
apartments. The national average for these
buildings is 29.6 percent. This portion of
the Apartment Building Income -Expense
Analysis ends with a summary of income
and operating costs by selected metro-
politan areas showing dollars per room,
per annum, and cents per square foot, per
annum. A composite summary of income
and operating costs showing annual rent
per room, expenses and operating costs as
a percent of GPTI completes this portion
of the report.

UNFUBNISHED Low -RISE Oviut 25 UNITS

The U.S. group is represented by 307
buildings showing a gross possible rental
income of $378.70 per room. The vacancy
and delinquent rate as a percentage of
GPTI amounts to 3.5 percent. With a net
operating income of 42.0 percent, the two
largest expenditures, typical of other
apartment building types, are total payroll
expenses and real estate taxes: 9.2 percent
and 17.3 percent of GPTL Divided by
metropolitan areas, Chicago and Boston
are the only distributions of 27 or more
apartment buiklings. In both instances net
operating income is less than the national
average: 38.8 percent and 31.8 percent.
Boston apartments, showing total payroll
expenses of 8.3 percent of GPTI, reveal a
level which is below the national average.
Chicago apartments reveal higher than na-
tional payrolls, 10.8 percent of GPTI. Both
areas show real estate taxes above national
levels -18.4 percent and 24.7 percent of
GPTI.

By age groups data for the 25 -unit -and -
over buildings are very similar to other
types of apartment buildings. To illustrate,
buildings constructed before 1921 have an

annual dollar room rent of $327.62. But
for newer buildings, this figure tends to
increase. Buildings constructed after 1960
show an annual room rent of $457.99.

Note that vacancy and delinquent rents
follow the usual pattern: older buildings
have the lowest vacancy rate and the
newer buildings tend to have the highest
rates. Here a 2.9 percent vacancy rate ap-
plies to 1920 or earlier buildings and a
5.7 vacancy rate to buildings built after
1960. Payroll expenses and property taxes
loom as the largest single expenses but
they show little variation between age
groups. Yet the newer buildings have a
higher net operating income as a percent-
age of GPTI (48.0 percent for buildings
construôted after 1960 and only 37.1 per-
cent for buildings before 1921).

Expenses for cooperative apartments
listed by dollars per room and cents per
square foot are included for these build-
ings. However, only eight buildings are
shown in this distribution.

Reducing expenses to a cost per square
foot for the gross building area reveals a
total expense of 83.15 cents for 203 build-
ings and a net operating income of 69.39
cents. As in other distributions, total pay-
roll expenses (13.39 cents) and real estate
taxes (26.32 cents) constitute the two
largest expenditures per square foot. The
80 Chicago apartments show higher ex-
penses per square foot and a net operating
income which is considerably lower -54.06
cents per square foot of gross building
area-than national averages. Though de-
tails are given for other metropolitan areas,
the number of cases makes generalizations
hazardous for these areas, at least without
a more intimate knowledge of the local
apartment house market.

The 1967 tenant turnover rates, as
shown by 15,279 apartments, averages
24.6 percent. Twenty-six apartments in
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Detroit show no tenant turnover, while the
opposite extreme is ifiustrated by 31 apart-
ments of Kansas City that have a 1967
turnover rate of 109.7 percent. More typi-
cal experience is recorded by Chicago
(7,723 apartments) revealing a turnover
of 15.8 percent. Boston averaged a tenant
turnover rate of 22.5 percent for 1,301
apartments. For more detailed informa-
lion, see the Summaiy of Income and
Operating Costs and the Composite of
Income and Operating Costs for 324
buildings in this category.

UNFURNISHED GARDEN -TYPE

What are the outstanding conclusions to
be drawn from the 324 buildings in this
group? At this point, you are familiar with
the common relationship between ex-
penses, incomes, tenant turnover rates and
comparisons between metropolitan areas.
But one thing stands out. Payroll expenses
are at a relatively low level. Measured
against GPTI, total payroll expenses are
only some 6.7 percent. Property taxes also
are relatively low -12.4 percent of GPTI.
The vacancy rate of 6.0 percent does not
seem unusual judged from the preceding
reports.

Only Washington, D. C., shows a re-
spectable number of reporting buildings
(52) and even here these general relation-
ships hold true. In Washington, D. C., total
payroll expenses and real estate taxes are
7.3 percent and 10.9 percent of GPTI. A
casual review of units reporting by metro-
politan areas shows that these figures are
fairly common. Even with small samples
of less than 10 buildings, the commonality
of expenses as a proportion of GPTI ap-
pears unusually uniform.

Turning to the classification of income
and expenses by age groups, you will note
a familiar pattern. Yet in this case, the
income differences seem greater. For

buildings constructed between 1921-1930,.
the annual rent per room is $26652. This
latter figure compares to an annual dollar
rent per room of $380.09 reported for
buildings constructed after 1960. Again,
vacancy and delinquent rent rates are
lower for the older buildings and higher
for the more recently constructed build-
ings: 4.2 percent and 6.8 percent in the
present instance. Net operating income fol-
lows the same pattern, 41.4 percent for
buildings constructed between 1921-1930
and 52.1 percent for buildings occupied
after 1961.

Revealing comparisons are shown for
operating costs detailed for cOoperatives,
though data apply to only 11 buildings.
Income and expense data per square foot
are also shown for metropolitan areas, in-
cluding a summary for 245 buildings.

Generally speaking, 1960 tenant turn-
over rates are higher for this group: 43.0
percent for 44,938 apartments reporting.
Wide differences are shown among metro-
politan areas, ranging from a 5.2 percent
rate for Montreal to 108.0 percent for 50
apartments in El Paso, Texas. By far the
largest group in this list, the 11,177 apart-
ments of Washington, D. C., reveal tenant
turnover rate of 42.6 percent. The sum-
mary of income and operating costs, in
addition to the composite of income and
operating costs, permits an easy means of
making more comprehensive comparisons.

FURNISHED APARTMENTS

Data on furnished apartment buildings
tell a different story. At the outset it will
be noted that the annual rent per room is
highest for the low-rise buildings, 25 units
and over-$533.58. (The unfurnished, low-

rise buildings, 25 units and over, earned
an average annual room rent of $369.66.)
The elevator buildings show a comparable
figure of $482.16. Moreover, the average
vacancy and delinquent rent rate appears
higher for this group. For all furnished
buildings the rate is 10.1 percent of GPTI.
The rate ranges upward to 11.7 percent
for furnished elevator buildings.

Another noteworthy difference is the
variation in payroll expenses. For the
group, these amount to 7.7 precent of
GPTI, ranging from 5.2 percent for low-
rise buildings, 12-24 units, to 10.3 percent
for elevator buildings. Property taxes, also
classified by building types, are between
9.7 percent and 11.7 percent of GPTI.
Among the same groups, net operating in-
come is highest (47.3 percent) for low -
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rise buildings, 25 units and over, and low-
est (37.4 percent) for elevator buildings.
But favorable net operating incomes are
offset by fairly high tenant turnover rates.
They average 96.1 percent for the 3,260
garden -type apartments. The lowest of the
group was reported for furnished elevator
buildings, showing a tenant turnover rate
of 46.4 percent for 2,242 apartments.

CoNcLusIoNs

It should be understood that this review
covers only the highlights of the main re-
port. Space does not permit more detail.
But it will be recognized, surely, that the
report is so arranged that it can be used
as a guide in judging your own apartment
operations. It is the general intention here
to focus attention on operating relation-
ships believed to be of special interest to
property managers. Among the many find-
ings of the study, certain facts seem to
stand out. Consider especially these points:

1. As a general rule, apartment operat-
ing ratios seem to be increasing.

2. Tenant turnover rates tend to be
much higher for furnished buildings
than for unfurnished buildings.

3. Vacancy and delinquent rent pay-
ments are substantially higher for
furnished buildings than for unfur-
nished buildings.

4. Total payroll expenses and real estate
taxes are the two largest single ex-
penses in apartment house operation.

5. As an operating expense, real estate
taxes show substantial variation be-
tween cities, types of apartments, and
age of buildings.

6. Vacancy and delinquent rent rates
are generally lower for buildings con-
structed before 1921 than buildings
constructed after 1960.

7. The annual dollar rent per room ap-
pears to be uniformly lower for build-
ings constructed before 1921, relative
to buildings constructed after 1960.

8. Unfurnished garden -type buildings
have the highest tenant turnover rate,
compared to the other three unfur-
nished building types.

9. The average dollar rent per room for
furnished apartments is much higher
than comparable data for unfur.
nished apartments.

A careful reading of the report will dis-
close even more meaningful relationships.
But sufficient information has been re-
viewed to denionstratc that property man-

agers responsible for apartment house op-
eration may serve clients more effectively
by using the current report as an operating
guide. Few other records are available to
serve the management function.

Certain precautions should be observed
in interpreting sample data. Generaliza-
tions from relatively small samples must
be made only with close familiarity with
the local apartment house market. An un-
usual and unrepresentative building might
distort average results when the sample is
so subdivided as to reduce the number of
buildings, say, to less than 25 or 50. Yet in
glancing at the distributions between cities,
you are able to compare the averages vith
regional, United States and Canadian ex-
perience, as well as the experience of other
cities. The experienced manager will have
little difficulty in interpreting typical in-
come and expense data.

If increased accuracy and even stronger
generalizations are desired, there is one
obvious solution: participate in the Annual
Apartment Building Income -Expense Anal-
ysis. Write Jerome A. Martin, CPM, at the
Institute office for the necessary reporting
forms. In doing this, you will receive a
computer print-out on every building re-
ported and a copy of the report,
which is sold to the public for $20. Meni-
bers of the Experience Exchange Commit-
tee have succeeded in substantially in-
creasing the number of reported units over
the last three years. Surely this trend vill
continue as a result of the usefulness of
this report-and more member and apart-
ment owner cooperation.

William M. Shenkel, CPM, is chairman of the
Department of Real Estate and Urban Develop-
ment, College of Business Administration, at
the University of Georgia, Athens. He is also vice-
chairman of the Journal Editorial Committee.
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William M. Shenkel, CPM, is chairman of the
Department of Real Estate and Urban Develop-
ment, College of Business Administration, at
the University of Georgia, Athens. He is also vice-
chairman of the Journal Editorial Committee.
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Design Elements Attract
Tenants to Research Park

About the last thing anybody would
expect to find in a modern industrial park
is a 40 -horse stable that looks like an office
building and an office building that looks
like a 100 -year -old farmhouse. But these
aren't the only surprises in Westgate Re-
search Park, a research/residential com-
plex in McLean, Va., about 10 miles from
Washington, D.C.

For one thing, Westgate actually does
resemble a park-most of the old trees
on the grounds were left standing and
most of the 20 buildings are at least partly
shielded from view by them. For another
thing, the park has been undertaken with
the view that it is a long-term investment
rather than an opportunity for a quick
turn -over and fast profits. Because of this,
quality has been emphasized to an extra-
ordinary degree, from the architectural
harmony of the buildings down to the
heating and cooling equipment, most of
it natural -gas-fl red. Architectural harmony
has been assured by having all but three
of the buildings designed by one architect.

Until 1982 most of the land that is now
the Westgate Research Park was a pros-
perous dairy farm. By then, however, a
number of new highways had been con-
structed in the Washington area and some
of them cut through the farm. This made
dairy farming impractical. Noting that
the access to Washington provided by
these new highways was attracting many
research -oriented flims into the area (close
to government centers of action and deci-
sion), we decided to pooi some of the
farmland with an adjacent farm that had
been bought by investors and to explore
the possibilities of turning this combined
property into a research park.

The first tenant was one of the so-called
defense "think -tanks;" it occupied its
brand new building in 1963 with 550 em-
ployees. By 1968 close to 20 other cor-

by Rudolph G. See ly

porations and government agencies had
moved in and the population of Westgate
rose to over 2,000 people. It is expected
to reach a peak of about 4,200 people by
1970.

This growth has been achieved in two
ways: by "speculation," in which the
Westgate Corp. first erected a building
and then attempted to find a tenant for
it; and by "commission," where a pro-
spective tenant commissioned the corpora-
tion to erect a building specifically for
them. On commissioned buildings, the
tenant naturally has much more freedom
of design than on speculative buildings-
interior as well as exterior. They can
specify any kind of mechanical plant they
please, within reason. When we put up a
building ourselves, we make our own
choice.

For almost all of the "speculative" build-
ings in Westgate, the mechanical equip-
ment of choice has been Arkia gas -fired
combined heating and cooling equipment.
There were four reasons for this choice,
the most important being reliability. We
chose equipment that would be good for
the long run. Next in importance is versa-
tility, which allows the units, working
with auxiliary equipment, to accommodate
itself rapidly and economically to chang-
ing weather conditions. Also important
were the convenience and compactness of
the integrated, packaged units.

It would be next to impossible to de-
scribe the average heating and cooling
loads and typical ratings of the mechanical
equipment since all buildings are different.
Not only do they differ in size, the work
that goes on inside them creates unique
situations. For example, in one building
the activity of one particular area gener-
ates extensive heat buildup. On an "in-
between" day, part of the building may
need cooling while the rest needs heat.
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Typical of the buildings located at Westgate Research Park, once the site of a Virginia farm,
is this two-story structure with the characteristic trademark of the park: an overhanging roof of
white precast concrete.

To allow for this kind of situation, a
simple and flexible system has been de-
signed for all buildings. In effect, it has
two components: individually adjustable
fan/coil units located around the perim-
eter of the buildings and one or two
centrally located large air handlers, with
100 percent fresh air intake. The air han-
dlers and the fan/coil units can be oper-
ated together or independently to create
almost any kind of interior climate that
is desired.

For example, in the building mentioned
previously, the air handler can be supply-
ing cool outside aiI to the "hot spot" while

the fan/coil units are providing heat to
the periphery. Many other combinations
are possible-and are used-depending on
the individual circumstances. In this way,
most of the advantages of a four -pipe sys-
tem are realized while the simplicity and
lower cost of a two -pipe system are main-
tained.

Design temperatures for McLean are
95°F in the summer, down to 0°F in
winter. To handle these extremes, instal-
lations in the research park range from a
15 -ton system to a 150 -ton system. To
allow the tenants maximum flexibility in
the arrangement of interior space and to
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avoid towers and mechanical rooms that
would mar the clean facade of the struc-
tures, the various installations are located
on the outside of the buildings, enclosed
on three sides by a matching wall.

Within each package the arrangement
of the individual units has many advant-
ages, principally in allowing one unit to
be shut down for maintenance while the
other temporarily carries the entire load.
In most cases the units can be rotated
in operation as the load varies.

Changeover between heating and cool-
ing modes is manual and generally takes
one hour to go from cooling to heating
and two hours for the reverse. Usually
the systems are switched to cooling in mid -
April and to heating in mid -October.
1-lowever, the "in-between" seasons are
very changeable in the McLean area and
experience has shown that an average of
two switchovers per season is required
to accommodate to the varying conditions.

A regular preventive maintenance
schedule is followed. All units are in-
spected visually every day and all moving
parts are checked every month. This work
is performed either by the Westgate main-
tenance crew or by the individual tenants,
depending on the tenant's preference.

From its single building completed in
1963, Westgate will eventually grow to
about 25 buildings by 1970 and then its
growth on presently zoned land will stop.
The buildings themselves will never oc-
cupy more than 50 percent of the land.
Westgate is a research park, not an in-
dustrial park, and we intend to keep it
that way. We don't even have light man-
ufacturing here, only developmental and
prototype models.

To retain the park -like harmonious
atmosphere, prospective ,tenants are en-
couraged to select their buildings from
a variety of designs created by the archi-
tect which tend to use brick as the basic
material and white precast concrete for
columns and other trim. If a tenant in-
sists on a building design that is consid-
ered detrimental to the character of West-
gate, his application is turned down. This
policy has been so successful that in 1967
Westgate Research Park received a design
award from the Virginia City Planning
Association, the second time the Associa-
tion has made such an award.

The grounds of the park also include
an 80 -acre residential area, the Commons
of McLean, owned and managed by the
Westgate Corp. The Commons is a col-

lection of terraced garden apartments and
townhouses which includes a community
swimming pool and many open areas and
plazas.

And now, about that office building and
stable. The office building is headquarters
for the Westgate Corp., and it looks like
a 100 -year -old farmhouse because it is a
100 -year -old farmhouse, the only original
farm building left standing. And the stable
was built because Virginians are noted
for their love of horses and it seemed like
a good idea to do something about it.
Since the area is zoned for highrise apart-
ments, the stable had to be built accord-
ingly and it is certainly one of the most
handsome and sturdy structures of its kind.
Heating and cooling, however, are not
with any kind of equipment. Cooling is
accomplished by natural ventilation and
heating via the body temperatures of the
40 horses housed inside.

Rudolph C. Seeley is executive vice president of
Westgate Corp., developers of Westgate Research
Park. He has special interest in property manage-
ment of the closely -held family type of corpora-
tion. Since leaving the military service, he has
been involved in numerous business ventures,
community activities and has been active on the
Fairfax County (Va.) Industrial Development
Authority.
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Airlines Seek New Horizons

In Hotel, Resort Development

In recent years, major airlines have
come to realize the importance of and the
need for the development of modern tran-
sient lodging facilities at major teiminals.
A lack of these is being experienced by
airline passengers and crews in many larg-
er cities and top resorts, Quite a few of the
airlines believe that additional overnight
housing must be created in order for them
to operate at a consistently profitable level.

Air travel has become an overwhelming-
ly popular means of transportation and the
introduction of the giant 747 jet shortly
and of the supersonic transport (SST)
within the next decade will result in many
more passenger miles. The growth of air
passenger travel should continue as pres-
ently forecast (the Civil Aeronautics Board
predicts that air passenger miles will in-
crease 31/2 times during the decade from
1965 to 1975).

This indicates a considerable world-
wide need for more large up-to-date motor
inns and hotels, easily accessible to big
city airports, as well as major resorts. In
quite a few areas, additional adequate
hostelry space will have to be created to
accommodate this growing number of air
travellers and in-ffight personnel. Such
facilities will have to be provided not only
within the United States but in many im-
portant air travel markets throughout the
world.

Several airlines have already begun to
participate in the planning, building, op-
erating, financing and purchasing of tran-
sient accommodations. To date, this is
taking place primarily where overnight
lodging facilities of high caliber are in
limited supply and appears to be strongest
outside the United States. Many foreign
earners as well as our overseas airlines
have pioneered in such endeavors. The fol-
lowing are a few examples.

Britain's BOAC Is presently engaged in

by Stephen W. Brcwr, PM

constructing a 109 -unit facility in George-
town, Guyana, S.A., and also acquired,
through BOAC Associated Companies,
part of the Commonwealth Development
Corporation's share of Kenya Safari
Lodges and Flotels, Ltd., in that East Afri-
can nation. This company will soon build
a 50 -unit facility at each of two national
game parks and a 100 -room hotel north of
Mombassa at seaside Nyali. In addition
to these endeavors, BOAC is considering
hostelry development in England, Mau-
ritius, Ceylon, Bahrain and Jamaica.

Swissair, which has majority interest in
the Inter -Continental FIotel in Geneva and
the airport hotel in Glatbrugg near Zurich,
has plans presently to provide solely for
transient lodging development in Switzer-
land.

Scandinavian Airlines System, on the
other hand, has under review plans either
to provide facilities itself or to help initiate
such endeavors by others throughout Scan-
dinavia. SAS presently owns the Royal
1-lotel in Copenhagen and has two smaller
airport facilities under construction in Oslo
and Copenhagen.

KLM Royal Dutch Airlines owns a hotel
in Amsterdam and has minority interests in
several others in the Netherlands, Pakistan,
Aruba and Curacao. At present KLM is
working with Howard Johnson's; accord-
ing to a recent issue of Hospitality Maga-
zine, Howard Johnson's and KLM pres-
ently have 10 European cities under
consideration for additional ventures.

Australia's international airline, Qantas,
recently built its first hostelry, the 448 -unit
Wentworth 1-lotel in Sydney, and, along
with Western International, is conducting
market surveys and feasibility studies to
detcimine accommodation requirements
throughout Australia.

Among U.S. carriers, Pan American has
been the leader in this field, having creat-
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The popularity of a resort is only as secure as the adequacy of its lodging facilities can make
it, spurring airlines to enter into the field of hotel development on a full-scale basis. Pictured
here, for example, is the Hotel Curacao international, one of the resort facilities connected
with Pan American Airlines.

ed Intercontinental Hotels in 1946. As of
mid -1968, Pan Am had 39 locations in 28
countries throughout Europe, Asia, Africa,
the Caribbean and South America and has
several others in the planning and con-
struction stages.

Braniff International, after completing
acquisition of Pan -American -Grace Air-
ways, scheduled its first innkeeping opera-
tion for Lima, Peru, In addition, Braniff
officials recently told of the formation of a
multi -national corporation which will
build hotels throughout South America.
Four participating companies will provide

financing, management, international tour-
ist promotion and traffic, among other
services. Presently, market studies in Ar-
gentina, Brazil and Colombia are under-
way, which, when completed, may be used
to help attract local investor participation.

Recently Continental Airlines announced
that plans for a 100 -room hotel in Tutuila
in Samoa had been completed, and that it
is studying the possibility of creating
hotels on the Micronesian Islands. In ad-
dition, Continental is currently exploring
transient lodging developments in Hawaii.

Both American Airlines and Eastern Air -
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lines have begun investigating the hotel
market's needs in Central America and
parts of Asia. Eastern has acquired hotels
in Puerto Rico and Hawaii and American,
via its Sky Chef division, has hotels and
motor inns in the U.S. and is also in the
process of building facilities in Seoul,
Korea, and Acapulco, Mexico.

Trans World Airlines, through its acqui-
sition of Hilton International, currently has
42 hotels throughout the world. Among
cities in which Hilton International hotels
are situated are London, Brussels, Paris,
Athens, Acapulco, Mexico City, San Juan,
Tokyo, Hong Kong and Nairobi, where in
cooperation with Kenya's government and
Block Hotels, Ltd., a new facility is being
constructed.

Whether participation by the airlines in
developing new facilities is as direct as
these examples or through more indirect
means, it is quite clear that they will most
likely play an ever more important role
in the world-wide hospitality industry.

Reasons for this are manifold. Several
companies that have already begun invest-
ing in hotels have done so in areas where
quality hostelries were lacking. In so do-
ing, many hoped new routes would be
created and, as a result of this prior in-
volvement, they would be in a better posi-
tion to obtain them. The Civil Aeronautics
Board recently proposed new routes to
several Asian cities including Hong Kong,
Djakarta, Seoul, Saigon and others. The
recipients of these routes among the ma-
jor U.S. airlines will be able to greatly in-
crease their passenger miles-provided
that adequate accommodations are avail-
able in these areas by the time the newly
"routed" passengers and crews arrive.

One way to insure the success of these
new airways is to create a large year-round
tourist demand. Among other things, this
means creating thousands of new, prime
hotel/motel rooms.

Other reasons for the airlines' involve-
ment in establishing lodging facilities in -
dude the ability to offer "package vaca-
tions." They will be able to provide
passengers with a greater number of guar-
anteed quality services, frequently at spe-
cial rates, which may be sold through the
airlines' offices and booked via their reser-
vations system.

Such package tours are designed to in-
crease the volume of air traffic, which in
turn will help the airlines afford the in-
creasing cost of nw equipment, plant ex-

pansion and terminals. For all this to hap-
pen, transient air terminal housing will
have to keep pace. Airlines will have to
exert more control over accommodations
in order to offer their passengers the com-
plete travel package.

Cooperation between the airlines and
the hotel/motel industry will be essential
in the future. There are currently 2.5 mil-
lion hotel rooms in the U.S., with 3 million
expected to be available by 1975. How-
ever, air passenger traffic is expected to
more than triple by then, approaching ap-
proximately 330 million passengers an-
nually. Since it takes from three to five
years to construct a major resort or hotel,
it is imperative that hoteliers themselves
take the initiative in preparing for the
ever-increasing wave of air passengers.

Hotels and motels, regardless of size,
but especially large enterprises, must be
equipped to expand and modernize plus
being able to train additional service per-
sonnel quickly. This is the only way inn-
keepers can be ready for the air passenger
and flight crew markets of tomorrow. Ob-
viously, if airlines find accommodations
lacking-either in number or quality-they
will be forced to attempt to create tran-
sient facilities for their passengers.

This could create a severe financial
strain on the airlines, so that the hospi-
tality industry must find the means to
lessen the airlines' share of this burden.
Hopefully, the combined efforts of air-
lines, large hotel chains, private and in-
stitutional investors, plus local or national
governments can provide the needed eco-
nomic and physical situation.

Stephen W. Brener, CPM, is vice president of
Helmsley -Spear, Inc., New York. He heads the
company's hospitality division, which he formed
seven years ago, and acts as marketing consultant
to hotels and motels around the world. Among
his professional affiliations are memberships in the
American Society of Real Estate Counselors, New
York State Society of Real Estate Appraisers, and
the American Society of Appraisers.
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Income Collection Control
For the Management Office

A great deal has been written lately con-
cerning management control systems-
especially in connection with the design
and installation of computer systems for
the property management office. My pur-
pose here is to illustrate the design of a
sound rent collection control system for
use where operations perhaps do not
justify the expense of a computer.

An owner -executive of a small agency
may function in a variety of roles as he
plans, organizes, operates and controls his
business. However, as business expands
and employees are added, he may miss
out on overseeing all the details; the re-
sulting lack of awareness may be harmful.
The owner is unable to do the extempo-
raneous, tmconscious controlling he did
previously. One day he realizes that per-
haps he is not as informed of results as
he was before. Most likely this realization
will come as a result of some difficulty
that, unknown to him, has been develop-
ing for some time. He feels that he must
create some control system to keep him-
self informed.

The routine function of rent collection
will be one of the first to be delegated
to subordinates and it is quite likely that
it will also be the first area of the ex-
panded business to go out of control.
While a property manager may have other
outstanding professional skills, if his firm
is achieving poor results in the collection
of rents, he will not long be able to dem-
onstrate his professional skills to the prop-
erty owner. A CPM is not a mere rent
collector, but rent collection is funda-
merital.

An occasional, informal inquiry into the
matter, such as, "Joe, how are we doing
this month?" will elicit an indefinite, in-
formal reply: "Pretty good." This conveys
no information to the executive. It may
mean delinquencies are running 50 per-

by John H. Resing

cent higher than at the same time last
month!

A further defect of such an informal
system is its infrequent use-most often
the result of an uneasy feeling on the
part of an owner that all is not well. Prop-
erty management literature is full of dis-
cussions of the necessity of training ten-
ants to pay on time. The method behind
this training is to make regular inquiries
concerning the failure to pay promptly.
Reminder notices indicate to tenants that
we care. In like manner, a control system
must be regular in its application in order
to show employees that the executive is
concerned with their performance. To
most people an infrequent "how are we
doing?" does not manifest a high level of
concern.

The following system is an example of
a type of close control of rent collection
information. This control system clearly
shows the concern of the company presi-
dent and has by its very existence im-
proved the performance of our people
charged with the collection of rents. Each
month the accounting clerk performs the
following functions:

1. Prior to the first of the month, he
prepares the individual rent bills
from the rent roll. A grand total of
"rents due" on the first day of the
month is taken, which is retained
for use as the base in the computa-
tion of the percentage of uncollected
rents.

2. As each payment is received, the
rent bill is reinoved from the unpaid
spindle and the original of the multi-
part form is used as a receipt for
cash payments.

3. On the days selected for control pur-
poses, the accounting clerk prepares
the "Unpaid Rent List" (Figure 1)
in duplicate. The original of this re -
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port goes to the person responsible
for collecting rents on the particular
property involved and the other is
retained in a permanent file.

4. At the end of the month, the account-
ing clerk uses the file copies of the
Unpaid Rent List to prepare in dupli-
cate the "Rent Collection Report"
(Figure 2), which is then given to
the company president and the prop-
erty manager.

5. On the last day of the month, the
president and property manager meet
to evaluate the results of the month's
operations. By analyzing the reports,
they can determine the degree of
success the property manager has had
in meeting the performance goals set
at the end of the prior month and
establish goals for the coming month.

After spending five minutes studying
this monthly report, the company presi-
dent would have a very accurate idea as
to the level of performance achieved by
those responsible for the collection activi-
ties. He is also quickly alerted to the
edstence of a problem and its magnitude.
Based on this report, for instance, the
executive may decide to allow the prop-
erty manager another two months to work
out his difficulties or he may conclude that
personal intervention is needed at once.

The person responsible for the develop-
ment of a control system should consider
the following five principles. Is the Rent
Collection Report illustrated here easily
understandable? Undoubtedly to some it
is not, for many persons find a graph more
comprehensible than a tabular report. The
output form of a control system should
be compatible with the man who is to
use it, not with the system designer.

Too often we insist that a "graph man"
cope with a table instead of changing the
format of the report. Who would suggest
that a man's arms be shortened because
they do not fit the ready-made suit on the
retailer's rack? The designer of a control
system does this very thing when he im-
poses his opinion as to the type of output
form to be used.

A second principle of a control system
design is the relation between the cost of
the report and the value of the benefits
to be derived from its use. This is not
an easy principle to apply. Everyone
agrees that one shouldn't pay 10 cents for
a single stick of gum, but in the business
world it is imposible in many cases to

reduce the problem to such simplicity.
Estimating the time spent by a clerk

in preparing some report is easy in com-
parison to placing a realistic value on the
benefits obtained from the report's use.
Often the only way to decide the question
of cost vs. benefit is to estimate the cost
of the report and compare it with an
estimate of the possible cost to be incurred
by the company as a result of the report
not being used. Our firm estimates the
cost of the control portion of our rent
collection procedure is $6.10 a month and
we think we are getting many times that
value from its use.

A third principle is what I call "maxi-
mum capture of data." Data are more and
more in demand today as businessmen rely
less on seat -of -the -pants experience and
more on objective, qualified methods. For
example, CPMs urge a lender to require
a management survey before a major loan
is approved. Where does the data for such
a survey come from? The CPM should be
careful that he does not disregard signifi-
cant material each month as it occurs,
information which may be useful later.

The Monthly Collection Report contains
data on the number and size of outstand-
ing rents. Such information is not strictly
necessary for the control system in use in
our firm. Our performance goals and re -
suits are expressed in terms of the percent
of unpaid rents. The trend information
for geographic areas, buildings and price
classes that can be extracted from this
"unnecessary" information can be very val-
uable. Its "capture" requires only the filing
of a carbon copy of the Unpaid Rent List.
Here maximum capture costs practically
nothing.

The fourth principle is integration. The
system designer should make a great ef-
fort to see that the various systems in use
are compatible with each other. In this
way, duplication can be held to a mini-
mum at the same time maximum results
are achieved.

In preparing the Monthly Collection
Report, the several steps are smoothly
integrated into the activities of billing,
accounting for payments and initiating
individual collection efforts. No motion
is wasted by the accounting clerk. No
single activity sticks out as being incon-
sistent with other duties. High integration
results in maximum efficiency and low
cost, with minimum errors.

A fifth principle is that of periodic re-
view of the control procedures. In this
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age of rapid change, we cannot afford to
drift on, continually using the answers to
last year's problems. While we can oil the
squeaky part of the business with the
control "grease," usually the same part
will not go on squeaking from year to
year.

Because of our firm's rapid growth, we
have found it advisable to take time
annually to consider our control needs for
the coming year. We have found the best
time to make this review Is in December
at the same time we are making a general
review of the past year's operations. We
do not intend to look back five years from

Figure 1 now and realize that our control systems
Unpaid Rents as of 30th day of November 1968 grew like "Topsy."

ADDRESS TENANT'S NAME AMOUNT D The following checklist summarizes
some of the major points made in this dis-

3072 W. State Jones $150.00 CUSS1Ofl:

111 E. Ash Cox 65.00 1. Does the system manifest concern to
employees?

332 N. Pinecrest Lee 55.00 2. Will the system accurately report re -

2500 W. Central Brown 90.00 sUits?
3. Will the user's needs be satisfied by

Total unpaid bills: 4 $360.00 the system?

Prepared by:
4. Does the form of the report(s) fit- the user?
5. Is there a proper balance between

cost and benefit?
6. Has the "maximum capture of data"

Figure 2
taken place?

Monthly Collection Report for the Month Ending
7. Is the system designed to be highly

Total of rent bills prepared as of the first of month: $15,000.00
integrated?

8. Is periodlic review and revision or
DAY OF TOTAL RENTS NUMBER AVERAGE AcTUAL % PLANNED elimination provided for?
MONTH UNPAID OF BILLS UNPAID OF RENTS GOAL In conclusion, I would urge the execu-

UNPAID BILL UNPAID % UNPAID tive responsible for his company's health

5th $7,200.00 81 $88.92 48% 30%
to give serious thought to the benefits
derived from the use of sound control

10th 4,650.00 38 122.39 31% 25% systems. Trained subordinates are capable

15th 3,000.00 23 130. 20% 10%
of doing routine operating functions, but
proper control systems can provide the

EOM 360.00 4 90.00 2.4% .5% CPM with accurate operating information
and with warnings when troubles develop.
The use of control systems makes it pos-
sible for the CPM to devote his time to
the rendering of the high level skills
which clients expect from a person of
professional status.

John H. Resing, Realtor, has been engaged in
real estate management in Topeka, Kansas, since
1964. He established his own agency last year
and will graduate from the Washburn School of
Law this summer.
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by Leo David, cp

In presenting some thoughts on the
management of office buildings, I must
preface this by saying that there are gen-
erally several ways to accomplish some-
thing in real estate management. There's
my way. . . and your way. . . and your
way.. . and your way. While you may not
agree with my methods or my conclusions,
all of us desire the same goal. Now to dis-
cuss some of our mutual interests.

DOLLARS & CENTS OF INCOME AND EXPENSE

Basic to this presentation is the Operat-
ing Expense Table for a typical 100,000
sq. ft. office building (see page 125). Un-
der present conditions, and despite the
protestations of many owners and the in-
sistence of wily competitors that they can
still operate for $1.75 to $2.00 per sq. ft., it
really isn't possible to attain a total ex-
pense cost much under $2.20 for a new or
relatively new building. It's also quite pos-
sible to be faced with a cost of $2.30-$2.50
if a lot of "troubles" occur at the same
time.

If we assume that $2.20 per sq. ft. is

reasonable in 1969, let's look at the major
items that control this figure. They are 1)
Management -18t per sq. ft.; 2) Electric
Current-35ct per sq. ft.; 3) Engineering
Maintenance Salaries-17.6çt per sq. ft.; 4)
Char and Porter Salaries-.30çt per sq. ft.;
5) Real Estate Taxes -65t per sq. ft. These
total $1.65.6 per sq. ft. and are the items
that must be controlled and reduced if
the line is to be "held." But how do we
control and reduce that which resists con-
trol and reduction?

Certainly 18 cents for management isn't
out of line. This is only 3 percent of $8.00
per sq. ft. Who is going to recommend that
we reduce operating costs 3 or 6 cents by
reducing management to 2½ or 2 percent?
Speaking honestly and sincerely, I say that
good management or better management

or best management is worth at least 3
percent in buildings with a small number
of tenants, worth 4 percent in buildings
with moderate numbers of tenants, 5 per-
cent where the average tenant occupies
1,000-1,500 sq. ft. and 6 percent or more
where the average tenant occupies less
than 1,000 sq. ft.

Next in major expense items is electric-
ity. There was a time when the careful
owner or manager made a lot of fuss about
turning off the incandescent lights prompt-

ly when the occupants left a room. Even
though the lights produced only about
15-25 foot-candles at desk level, we in-
sisted that they be turned off when a room
was unoccupied. Today electric current
covers a much broader field. Newer office
buildings have fluorescent fixtures that are
designed to maintain 75 foot-candles at

.desk level and they generally have electric
air-conditioning equipment in operation
from a minimum of seven months to a
maximum of 12 months a year.

Controlling the use of electric current
today is not receiving the attention it de-
serves because we can't afford to pay the
high wage of the light -turner -outer and
because the economies of speculative con-
struction often saddle us with low-cost,
inefficient fluorescent fixtures whose bal-
lasts consume excessive current and whose
light diffusers fade or grow brown at an
early age. Furthermore, office buildings
now consume substantial amounts of elec-
tric current for an enormous assortment of
air-conditioning equipment, some of which
begins to decrease in efficiency by its third
year and then requires more and more
current.

Tenants who pay $5.50 or more per sq.
ft. justifiably anticipate that they will re-

ceive excellent air conditioning. To satisfy
that expectation, the substantial humidity
that tends to build up in new boxy, rela-
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lively airtight office buildings must be
overcome. When necessary, air-condition-
ing equipment is operated overnight or
over the weekend and it all adds up to
electric current consumption that's quite
difficult to control.

Third in the list of major expenses is
engineering maintenance. This is labor
cost-the cost of talented labor because
you can't afford to put a quarter to a half
million dollars of sophisticated equipment
into inexperienced hands. You must have
at least one skilled engineer in a building
or one who's available very promptly. To-
day's going rate for a good chief engineer
is at least $4.50 per hour for the first 40
hours-the very good engineers earn $5.00
an hour or more.

One important item to remember about
the chief engineer is that he is just as im-
portant in the 100,000 sq. ft. building as in
the 150,000 or 200,000 sq. ft. building. He
must be paid almost as much in smaller
buildings as in larger so the cost per sq. ft.
is considerably less in the 200,000 sq. ft.
building.

Assistant engineers or maintenance me-
chanics are available over a much broader
hourly wage range. It may be possible to
function with assistants as low as $2.50 an
hour but if you're unionized, the minimum
is $3.50 an hour . . . and going up every
year.

Fourth on the list of major expenses is
the cost of char cleaning and porter sal-
aries. In this category the minimum wage
increases of 1966 and 1967 have profound-
iy upped the cost of operation. Although
some of you may not yet be paying $1.60
per hour, there are no cleaners available at
lower rates unless they've been working
for you for years. Even at $1.60 per hour
the quality is nothing to brag about and
the turnover is substantial and therefore
expensive. What's .going to happen to the

Federal Minimum Wage in the next five
years? Well, we can anticipate that by
1970 or 1971 the minimum will be at least
$1.75 and possibly $2.00 by 1973.

I don't have any hesitation about assert-
ing that real estate taxes will inexorably
rise at an average annual rate of 4 per-
cent in the next five years. The Washing-
ton, D.C., rate of $3.00 per hundred for
1969, for example, will probably be $3.60
by 1974. The suburban rates will rise in
the same fashion, all because the costs of
education and public security alone will
compel such increases in taxes.

Now what does all this mean in dollars
and cents? It that if we are fortu-
nate enough in the next few years to con-
trol the inflation that has been rampant
for the past two years, our $2.20 per sq. ft.
average will go up 2½ percent, or about 6
or 7 cents per year, reaching $2.50 in 1973.
If we are not so fortunate, and if the 1967-
1.968 rate of inflation continues, our $2.20
per sq. ft. will go up at least 4 percent or
9-10 cents a year, reaching $2.65 or $2.70
by 1973.

In order to compensate for these pres-
ently occurring and anticipated expense
increases, we've got to try to increase
rental income by 6-10 cents a year, by
either raising rents or writing leases
that require tenants to pay their propor-
tionate share of expense increases. I wish
I could say that this is easy or show you
how to make it so. Unfortunately, all I
can do is alert you as to what to do.

The current level of the prime interest
rate and the trend of events indicate that
mortgage money will cost 8-9 percent for
the long-term future. How can We live
with 9 percent when so many office build-
ings have not be n profitable at 8 percent?
It will be tough; and it becomes possible
only if those same "old" rental rates can
be increased another 10 cents.
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Approximate Annual Costs Per Square Foot

100,000 Sq. Ft. or Larger Office Building

Summer 1968

Newer Oklr
Building Building

GENERAL OPEnTINc:
Management 18.0 13.5c
Refuse remov,al 1.3 1.5

Electric current 35.0 26.6

Elevator maintenance 6.:3 2.3
Exterminator .1 .2

Fuel for heating 5.3 5.9
Gas for hot water .2 .2

Telephone .2 .2
Water and sewer 2.5 68.9c 3.8 54.2c

REPAIRS AND MAiNTENANCE
Painting 4.8 4.8
Air-conditioning 2.4 2.3
Carpentry 2.0 4.6

Electric 1.0 4.6
Floor .2 1.2
Fleating .6 1.2
Plastering .5 1.2
Plumbing .8 3.3
Roof .1 1,2

Shades, blinds .2 1.2
Ceramic tile .1 12.7 .4 26.Oc

SALARIES

Administrative
Engineering, maintenance 17.6 23 .00
Elevator Operation 13.8
Security 4.0 4.6
Char and porter 30.0 35.2
Payroll taxes 5.5 57.10 8.2 84.80

MISCELLANEOUS ExPENSES:

Advertising .80 1.4o
Electric bulbs, tubes 4.0 2.3
janitorial supplies 4.8 4.6
Window cleaning .9 .8
Miscellaneous .4 .8
Tools and Equipment

(Depreciable) .4 11.3 5.4 13.30

FIXED CXA1ICES:

Real estate taxes 65.0c. 47.Oo
Insurance 5.0 70.Oc 5.7 52.7

Total $2.20 $2.33

CLEANING ONLY:
Refuse removal i.3c 1.5o
Char and porter :30.() 35.2
Payroll taxes 3.0 3.5
Janitor supplies 4.8 4.6

Window cleaning 9 .8
Miscellaneous .2 .2
Tools and Equipment ,3
Insurance 1.3 1.5

42.0 47.6o

Let's do a bit of dollars and cents anal-
ysis. It may be overly simple and not very
sophisticated, but it's an excellent way to
understand Cash Throw -Off.

Assume that we're managing a 100,000
sq. ft. net rentable office building. If
rentals average $6.00 per sq. ft., gross in-
come is $600,000, less 5 percent rent loss,
leaving $570,000. Deduct $220,000 for op-
erating expenses at $2.20 per sq. ft. That
leaves $350,000. Assume a mortgage of
five times the gross potential income and
we have a mortgage of $3,000,000. A 9

percent constant makes the annual mort-
gage payment $270,000 and produces a
Cash Throw -Off of $80,000, a return of
80 cents per sq. ft. which isn't bad at all.

Now let's look at a different set of fig-
ures. Take the same 100,000 sq. ft. build-
ing and rent it for $5.00 average. That
makes a gross income of $500,000, less 5
percent rent loss, leaving $475,000. Deduct
$210,000 for operating expenses at $2.10
per sq. ft. (expenses are 10 cents lower be-
cause the land was less expensive and
real estate taxes are lower). This leaves
$265,000. Again, assume a mortgage of five
times the gross potential income, creating
a mortgage of $2,500,000. A 9 percent con-
stant costs $225,000, producing a Cash
Throw -Off of $40,000, a return of 40 cents
per sq. ft., which isn't so good.

In these examples, the difference be-
tween a 9 percent constant and an 8 per-
cent constant is either $25,000 or $30,000
a year. That's 25 or 30 cents per sq. ft.

Need I say more?
Regardless of where we draw the line

between large and small office buildings,
in general one under 100,000 sq. ft. will be
more expensive per square foot to operate
than those which are larger. My own per-
sonal experience has been that the smaller
buildings cost about 20 cents per sq. ft.
more. Two-thirds of this amount derives
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from electric current, elevator mainte-
nance, fuel, engineering salaries, and in-
surances expenses and the other one-third
shows up in all the other expense cate-
gories.

The moral is that just as retail store op-
erators have found there's gold in the larg-
er and ever -larger units because of short-
ages of management talent and capable
sales personnel, real estate developers
have found there's platinum in larger
buildings because of the shortages of man-
agement talent and the ability to better
utilize engineering personnel and the other
operating economies that are born of size.

If you will note the cost per square foot
analysis for older buildings, you will ob-
serve that I have found such buildings ap-
proximately 13 cents more expensive to
operate. Again, there will be many man-
agers whose experiences have been differ-
ent, and I recognize that these buildings
may be quite representative.

Please observe that the additional cost
to operate an older building isn't an across-
the-board matter. Furthermore, I have as-
sumed that the older building does not yet
have automatic elevators though I must
admit that such buildings are growing
more and more scarce. The rent is $4.50
per sq. ft. If the management fee is 3
percent, this cost is l31t cents per sq. ft.

Note also that electric current is 25 per-
cent less than in the newer buildings be-
cause building lighting is substantially less
bright and the air conditioning probably
consists of window units and/or small
central units.

Real estate taxes are almost 25 percent
less either because the assessment reflects
original lower cost of construction or
reflects depreciation that has occurred or
because re -assessments of existing real
property frequently do not "catch up"
with assessments of new properties.

On the other hand, note that the older
building has substantially greater repairs
and maintenance costs as well as engineer-
ing costs. These maintenance costs have to
do with modernization and the operation
of the elevators and the somewhat greater
cost to provide satisfactory cleaning.

Summarizing "The Dollars and Cents of
Income and Expense," I can only tell you
that somehow, some way, each of us has
to struggle and if necessary fight to econ-
omize and to save every penny. I'm not
saying anything new. I'm just restating the
ancient principle that no matter how much
of a hurry we managers are in, we must
take the time hopefully to economize to
the greatest extent possible consonant with
reasonable management.

MERCHANDISING OFFICE SPACE

Today's manager is compelled to be-
come a highly sophisticated bird of prey.
There is so much new construction and
such rapid change in the space require-
ments of so many tenants. The equipment
needs of today's tenants are escalating so
rapidly that the manager cannot blindly
live in the past. And the demand of pro-
fessional people for attractively carpeted
and decorated office space, frequently with
built-in furniture, is commonplace.

We must recognize that the average in-
dividual today is exposed to the advertis-
ing blandishments of homebuilders and of
manufacturers and retailers of all the
mechanical and other conveniences that
make our home lives so comfortable. That
person, whether he or she be tenant, sales-
man, office manager, professional or ad-
ministrative employee, is becoming more
and more accustomed to enjoying every
possible comfort during working hours too.

It's not easy to rent just plain office
rooms with four painted walls, a painted
ceiling and a dark asphalt tile floor. Truly,
today's leasing and managing specialist
must be highly sophisticated and prepared
to compete with others who are his equal
or superior.

One of the standard phrases in James
Downs' Principles of Real Estate Manage-
ment is that every tenant contact is a sales
contact and management must remember
constantly that it will sooner or later be
negotiating with every tenant for renewal
of leases. When I say management, I'm
talking about every employee of manage-
ment. Please run through your mind at this
moment the image of all your employees
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and tiy to visualize any of them who may
be endangering the renewal attitude of
your tenants.

I'll grant that you can't hold every ten-
ant. If a tenant grows beyond your ability
to accommodate, or if his changing busi-
ness indicates a change in location, there
possibly isn't much you can do. But most
tenants dislike moving. It's expensive and
time-consuming. If their requirements are
satisfied, then they stay. And that's money
in the landlord's pocket.

There are several ways and means to
make sure tenants are kept satisfied, some
of which are established techniques and
others modern adaptations. Among estab-
lished techniques are:

1. Be forthright. Do not procrastinate.
2. If you acknowledge and accept a ten-

ant request, perform.

3. Always give the tenant sympathetic
treatment,

4. Keep your employees in a pleasant
mood.

5. Keep your buildings in excellent con-
dition.

Up-to-date adaptations include:
1. Know how to make modernizing and

remodeling decisions.
2. Learn what can be done inexpensive-

ly in your buildings to appeal to your
tenants.

3. Study to learn as much as possible
about acoustic ceilings, floor cover-
ings, wall coverings and fluorescent
fixtures.

4. Don't be afraid to make suggestions
to existing or prospective tenants.

UNIQUE AREAS OF MANACEMENT AND MAlls

TENANCE

It's becoming more and more expensive
to demolish and rebuild interior partitions.
Common labor cost for demolition and re-
moval has skyrocketed in the past five

years, New partitions and doors generally
must meet stricter building code stand-
ards.

Despite this cost problem, landlord and
management frequently must cut up large
suites into smaller ones, reopen public
halls that have been closed and provide
more and more storage cabinet space to
the ceiling for tenants whose paper work
escalates. The successful manager trains
himself to be an architect, mechanical en-
gineer and space designer because this
saves time and time saves money. These
are also qualifications that under certain
conditions entitle management to charge a
fee for contracting or sub -contracting
space alteration work.

The successful manager also frequently
is compelled to estimate costs because if
he takes the time to ask for bids, a deal
may slip from his grasp.. So he builds up
in his mind a library of the routine costs
that can be translated into a reliable
estimate in a matter of minutes.

Look again at the Operating Expense
Table. At the bottom you'll observe a
grouping of those costs which have to do
with cleaning. In my analysis of cleaning
I like to include a 40 -hour -a -week day
porter as well as refuse removal and win-
dow cleaning, so when I talk about 42
cents per sq. ft. per year for cleaning, I
always incorporate those items.

Actually, it is still possible to clean an
office building for as little as 35 cents per
sq. ft. But of course, one can always go in
the opposite direction and spend more,
such as 45 to 48 cents or even greater
amounts. I think one can currently obtain
a reasonably satisfactory cleaning job for
about 42 cents, subject to type of occu-
pancy, size of building, and quality of the
cleaning personnel.

With respect to contract cleaning or not,
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you're a large management organization,
you might profitably establish your own
contract cleaning operation. Most property
owners and managers find it a great ad-
vantage to be relieved of such time-con-
suming problems as hiring, firing, record
keeping, tax reports, supervision, etc.

Therefore, the field is ripe for contrac-
tors. Unfortunately, from management's
point of view, an enormous assortment of
indifferently talented people have been at-
tracted to contract cleaning. The odds are
against you when you seek a contractor
who will perform satisfactorily. The days
when a worker took pride in performance
are gone. Today the best we can hope for
is that cleaning personnel won't change so
fast that a tenant will be completely for-
gotten.

We all know that proper supervision is
the key to satisfactory cleaning. But there
aren't enough good supervisors to oversee
the buildings we are creating. We all
know, too, that a "good" cleaning em-
ployee is generally worth 1½ or 2 average
employees. But there aren't enough "good"
quality employees even if they are paid a
price differential.

What does this indicate for the future?
I am veiy concerned that the quality of
building cleaners may become poorer as
time passes. Menial labor is unattractive at
all times and more so today. We are de-
pendent for additions to the labor supply
on new arrivals from rural areas who have
never been conditioned to the require-
ments of big -city business.

In order to counteract a shortage of
cleaning personnel, we must think in terms
of:

1. More carpeting and less floor tile.
2. Wall coverings that resist finger

marks.
3. Window coverings that are easier to

clean than venetian blinds.

4. Reducing the amount of trash that
must be moved every day, either by
shredding and compacting devices or
by chemical dissolution.

Someone hopefully wifi make a lot of
money by developing means to prevent
bathrooms from getting dirty. More to the
point, someone hopefully will figure out a
way to reduce the amount of coke and
coffee that is spilled every day throughout
the world.

Security is another problem we face. It
is an unfortunate fact of life that the theft
or burglary of money, pocketbooks and
small office equipment from office build-
ings has become so frequent and common-
place that the police do not have time to
investigate those thefts which are classified
as misdemeanors. They have very little
time to devote to investigation of those
thefts or burglaries which qualify dollar-
wise as felonies.

As a practical matter it is relatively im-
possible to stop a determined criminal.
What we can do is take those actions
which make life more difficult for thieves
and burglars.

In our efforts to protect multi -million
dollar buildings and personal property and
to give our tenants the feeling of security
that is so important, we provide security
guards around the clock, frequently uni-
formed. We try to be certain that all
means of entry are properly locked at the
appropriate times. We utilize remote tele-
vision. Above all, we frequently remind
our tenants and our employees that they
must be constantly vigilant, day and night.
Frankly, most of these security actions we
are compelled to take are a nuisance.
It is most irritating to live constantly and
expensively in a world of petty theft and
burglary.

The fantastic advances of the last 10
years in air conditioning and heating have
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completely revolutionized that aspect of
property management. The words "pre-
ventive maintenance" have always been of
utmost importance in the management
vocabulary. Now they must be capitalized
and placed on the walls and desks of every
management and engineering office. To-
day we use some very sophisticated equip-
ment that demands daily attention all year
round (not just weekly or monthly atten-
tion) in order to enjoy continuous success-
ful operation.

Nevertheless, there are many owners
and managers and engineers who for a
variety of reasons neglect or ignore or are
unaware of what their complicated sys-
tems require. Considerable criticism for
operational difficulties must, however, be
placed on the mechanical engineering de-
signers who have never spent a minute in
building management but frequently are
allowed to design highly imaginative sys-
tems; and upon the sub -contractor install-
ers who likewise have never spent a
minute in operational engineering and
frequently install equipment in reverse or
strange sequence. This combination of
"talent" often creates a Rube Goldberg
installation that takes years to overcome.

The computer is the pride of the latter
half of the twentieth century. In office
buildings, however, this is the decade of
the copying machine. I wonder how we
managed to conduct business without
copiers just a few short years ago. Today
we have them in all sizes, from 115 volts,
15 amps, to 230 volts, 50 amps.

In our office buildings today we also
have elaborate restaurant installations,
highly sophisticated computer areas, stock
brokerage companies with extensive ex-
ternal connections, airlines with world-
wide telephonic and corpputer communi-
cations, and scores of intercom systems,
coffee makers and what have you. The de-
mand for electricity is unbelievable. Little
wonder that the annual cost of electric
current which we talked about earlier is
moving upward, even though the com-
mercial tenants generally have their own
meters. In order to remain competitive to-
day, even the older office building must
be able and willing to accommodate all
kinds of electric appliances.

Parking for tenants and visitors has be-
come crucial, too. There is no doubt that
the building with parking has a definite
competitive advantage. Tenants who are
sensitive to prestige insist on such a build-
ing. Convenience has always been most

important to space users and the cost of
that convenience s receiving less attention
from tenants.

I visualize that the demand for parking
in and near office buildings will explode
despite the anticipated expansion of high-
speed mass transit. Buildings being erect-
ed with legal minimums of parking will be
almost as obsolete in 10 years as are the
shopping centers built 15 years ago with
1 to 1 parking ratio. Medical office build-
ings in particular are almost always de-
ficient in parking for patients.

I anticipate an expanding demand for
office space in shopping centers where the
4 to 1 ratio of parking generally satisfies
even the enormous weekend demand.

CoNcLusIoN

Office building ownership remains one
of the more profitable forms of real estate
investment. Despite the present problems
we face now and those we will be facing
in the near future, the lending institutions
and the investing public and the entrepre-
neurs have great confidence in office build-
ings. Office building management special-
ists should have that same confidence;
their services are in great demand.

I hope I have communicated at least a
few interesting ideas or bits of informa-
tion, particularly with respect to operating
costs. After all, everything you do in busi-
ness is eventually evaluated in terms of
dollars and cents. Perhaps my words will
means dollars to you.

Leo David, CPM, is vice president for marketing
and management of Robert E. Morrison, Inc.,
real estate developers, Washington, D.C. He is a
member of IREM's Governing Council and is also
first vice president of the Greater Metropolitan
Washington Chapter of IREM. He holds a
masters' degree from the Harvard Graduate
School of Business Administration and he teaches
courses in property management at American
University.
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Condominium

Feasibility Study:

Planning from the
Ground Floor Up

by Lloyd D. Hanford, Sr., CPM

Basically, the objective of a feasibility
study is to determine, as accurately as pos-
sible, the economic justification for a pro-
posed project. Planned developments
cover a wide variety both in types and in
location and each proposed project re-
quires a separate set of data for adequate
evaluation.

In essence, the condominium concept
parallels the cooperative but there are im-
portant differences in the legal and finan-
cial structures which not only create vary-
ing attitudes but also respond to different
markets.

Considering use for residential purposes,
all pertinent housing data is effective in
determining market potentials and trends.
It is critical, however, that scrupulous care
and attention be given to comparing like
with like, avoiding the aberrations that
occur from attempting to analyze a spe-
cific market in terms of a total market.
Many projects have suffered dismal fail-
ure because of erroneous interpretations
based solely on broad general data, much
of which were inapplicable to the specific
market that should have been studied.

There are four general housing markets,
each with several submarkets: single-fam-
ily residences; multi -unit rental complexes;
cooperatives; and condominiums. Submar-
kets will include price ranges; rental
ranges; unit sizes; location attributes; and
stability of use and occupancy. Any mar-
ket analysis must examine population char-
acteristics and financial capabilities as re-
lated to the specific market being studied
and depth and continuity of demand fac-
tors. Employment characteristics and busi-
ness development are meaningful in as-
sessing residential trends.

For the purposes of this discussion we
will consider the luxury -type residential
condominium project, emphasizing those
particular factors which are the primal)
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market considerations. First, we must ana-
lyze the salient conditions such as demand
for specific unit sizes. The best criteria for
these data are the most recent sales vs.
offerings. Generally speaking, the three
most commonly required unit sizes are
one-, two- and three -bedroom apartments.
Our study must tell us which size unit is
most in demand and which is least. From
this we can conclude, on a percentage
basis, the most desirable unit mix.

Next, a comprehensive survey of the
market place must disclose reliable price
ranges for the various sized units. The
critical third requisite is to estimate real-
istically the depth of effective demand for
each unit size.

Once these primary studies have been
completed and definitive conclusions ar-
rived at, we are ready to consider the
second phase of the survey which is fi-
nancing. Borrowing is necessary for the
initial development and for the ultimate
purchasers of condominium units. These
two objectives are linked together insep-
arably even though the monies may come
from separate sources. The interim lender
for the construction period requires com-
mitted assurance that the loan will be
liquidated upon project completion. The
take-out lender is, however, deeply con-
cerned with the total economics of the
project. This will run the whole gamut of
feasibility from development cost through
the sale of the condominium units to ca-
pable purchasers within a foreseeable pe-
riod of time.

The take-out loan is the sum total of
individual loans on each unit. Lenders
will not commit themselves solely on an
idea and, therefore, if the probability of
adequate financing appears to be a good
business risk, the developer will proceed
with the third preliminary step which de-
rnands substantial time and money. This

will include schematic architectural draw-
ings and renderings based upon a pre -
estimated number and mix of units; a
supportable estimate of unit sale prices;
a comprehensive market analysis and
feasibility study; and a realistic estimate
of the total development cost.

The feasibility study is the key to the
entire project and it must supportably
measure the detailed project economics
against the selling market. This means
that it must encompass the entire spectrum
beginning with demand and continuing
through unit mix, facilities, services, de-
sign, operating costs, financing costs, man-
agement, estimated unit sale prices, sales
programs and a realistic sales timetable
for sell-out. Feasibility must tell a very
comprehensive story which will become
the basic guide as to whether or not the
developer should proceed.

On the assumption that the feasibility
study and the final schematics give the
green light, phase three becomes opera-
tive. Interim and take-out financing must
be pinned down to definite commitments
in writing, after which working drawings
and specifications are prepared for com-
mencement of construction.

A well -conceived program and timetable
and the availability of adequate planning
monies are all-important and must be ap-
proached realistically. A useful market
analysis will require from three to four
weeks, during which time the financing
market can be explored. Following this,
three months are allowed for preparation
of schematics and a feasibility study. An-
other month is needed to arrange all
necessary financing. Four months must
be programmed for completion of working
drawings and specifications and one month
for construction bids.

On the assumption that the project will
be of appreciable size, 18 months are al -
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located from letting of construction con-
tracts to project completion. Adding all
of these very real time factors, one can
assume that an approximate time span of
two to three years will exist between con-
cept and realization. In preparing the
feasibility study, proper allowances must
be made for economic changes which
might occur between the time of prepar-
ing the study and commencement of op-
eration of the project. This time lapse is
also important in the determination of
canying costs during construction.

With the fundamental estimates at hand,
a reasonably accurate calculation can be
determined of final total costs matched
against total assumed sale prices for all
condominium units. Since it is more defini-
tive to talk in numbers, we make some
basic assumptions relying on experience
and supportable estimates:

Land Value $ 400,000
Contract Construction

Costs 5,300,000

Preliminary Studies 60,000
Architect Fees 210,000
Sponsor Supervisory

Costs 15,000
Title & Survey Costs 15,000
Legal & Accounting 25,000
Interest 200,000
Financing Costs 120,000
Insurance 10,000
Landscaping 5,000
Advertising & Promotion 50,000
Selling Commissions 315,000
Incidentals &

Contingencies 40,000
Total Estimated Final

Cost $8,765,000

Estimated Total Gross -
Selling Price $7,500,000

Less Estimated Total
Cost 6,765,000

Project Developer
Profit $ 735,000

Although the above calculations indi-
cate a strong case for feasibility, we must
complete certain other careful studies on
important subjects which might create
substantial hidden costs that could dilute
or even dissolve the calculated develop-
ment profit. For these purposes we refer
back to the market study with particular
attention to demand factors. The feasi-
bility study must include a believable
timetable for total sell-out. Parenthetically,
any loan commitment will be predicated
on such a timetable.

Almost before ground -breaking, a com-
prehensive sales program should be under
way. It is not unusual to anticipate 40
percent sell-out prior to the start of con-
struction and 90 to 100 percent sell-out
upon completion of the project. In all
events, if very close to 100 percent sell-out
cannot be reasonably forecast within one
year after completion, a long hard re-
view of the entire project is essential. Most
successful developments have enjoyed as
much as 70 percent sell-out before com-
mencement of construction and upwards
of 90 percent upon completion.

Another element of this feasibility study
must consider the legal requirements
under applicable local and state condo-
minium laws. Although these laws may
have some minor variations from state to
state, the basic philosophies are generally
uniform. The "owners' association" re-
quired under all condominum laws, al-
though not a corporation in the legal sense,
operates in a similar fashion under a set
of by-laws and with an elected board of
directors and with elected officers. The
association obligation is for the physical
and financial administrative operation of
the common areas and the limited com-
mon areas. It is empowered to appoint
a managing agency to function under its
direction. The feasibility study must,
therefore, include a comprehensive oper-
ating budget for the association as well as
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a set of suggested project rules which are
legally acceptable and directly related to
the safety, comfort and convenience of the
participants.

In preparing the budget, two items
should be separately identified since they
are not ordinarily included in the associa-
tion budget: real estate taxes and land
lease rental (if any). The mortgage lender
will usually insist that it collect and pay
all real estate taxes and ground lease rent-
als. Furthermore, most local tax agencies
will assess the entire real estate tax charge
against the condominium units only, and
on a pro rata basis in conformance with
respective unit sales prices. Therefore, the
feasibility study should contain a detailed
schedule of monthly association assess-
ments, tax charges, ground lease rentals,
loan service charges for interest and
principal and a total of all monthly
charges for each unit. These monthly
charges must be tested against the capabil-
ities of the identified market in order to
establish conclusively this important area
of feasibility.

With all of the information and detailed
calculations at hand, we are prepared to
make critical decisions and recomrnenda-
tions. Issues must not be straddled and
conclusions must not be submerged in
wordy dissertations which might create
doubts. Simple directness is essential, al-
most reduced to saying yes or no-never
maybe, if, possibly or perhaps! The feasi-
bility report should be complete in every
respect and should pursue the objectives
in logical sequence and be properly in-
dexed for easy reference and cross-refer-
ence.

Feasibility studies cannot be prepared
by arm -chair theorists or uninformed wish-
ful thinkers. The broad experience of the
professional real estate manager coupled
with his skills and practical imagination
is fundamental for a useful and economi-
cally sound study. The CPM who under-

takes such an assignment must have suf-
ficient experienöe and he must be
prepared to allocate the necessary time
and attention tq all detail. Reasonable
promptness in completion of the report is
critical to its effectiveness. To contract for
the preparation of a feasibility study is to
put professional reputation on the line.

Although this discussion has beeii con-
fined to one particular type of develop-
ment, the principles and practices for
feasibility studies on any other type of
project are readily adaptable with care
and judgment. These assignments are
stimulating and rewarding. The mechani-
cal processes for executive management
are essential but the feasibility study is
the supreme test of competence.

Lloyd D. Hanford, Sr., CPM, San Francisco,
was 1958 national president of the Institute and
1964 Chairman of NAREB's Build America
Better Committee. He is currently faculty direc-
tor for IREM's Course III and an editorial ad-
visor for the JOURNAL OF PROPERTY MAN-
AGEMENT.
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Some Advantages of Small, Furnished Apartments

During a recent conversation with an
executive of a savings and loan company,
I was asked if I had any good apartment
buildings for sale. I said I had a dandy,
maybe the best building I've ever man-
aged, both from a construction and a net
spending point of view. He sounded in-
terested and wanted to know more.

I continued my description, telling him
it was in a beautiful location, across the
street from a park, and that many of the
furnished single apartments had balconies
that overlooked the park. . . . and that's
as far as I got. He stopped me with "Furn-
ished singles? I'm not interested. They're
like hotel rooms. Got anything else?"

I've talked to many people who've said
the same thing but my experience would
contradict this. Unlike a hotel room (or
what we call a bachelor apartment),
which usually consists of a living area
and bath but with no kitchen, a single
apartment has a living room, kitchen and
bath. These singles and one -bedroom
apartments are usually occupied by a one
or two -person family unit.

Unmarried employed people, married
couples without children and retired peo-
ple make up our largest markets for apart-
ment houses. Many authors on property
management have said that large numbers
of family units of one and two people
living in a neighborhood indicate a highly
transient tenancy in that neighborhood.
Many of these people, however, live, work
and spend their leisure time in the city.
They want to be where the action is. They
occupy small apartments for long enough
periods of time that we cannot consider
them transient. Proper screening of pro-
spective tenants helps the property man-
ager determine who is transient and who
is not.

The apartment house family with chil-
dren does not appear to be the stable en-

by Don Royale, CPM

tity it used to be; our economy has changed
this. Consider today that most families
with settling -down tendencies can do so
in a house of their own for a small down
payment. For many young families, apart-
ment house living is only a temporary
experience until they buy a home.

While economic pressures have made
it more difficult for the average large
family to afford luxury -priced apartments,
single people can better afford such hous-
ing since their major financial responsibil-
ity is to themselves.

Turnover in a building composed of
small furnished apartments is about dou-
ble that of larger unfumished apartments
but vacancies rent about three times
faster-in well -managed buildings. Good
management and good construction are
the keys. Poor management coupled with
poor construction that creates noise prob-
lems contribute to the popular belief of
big turnover in small furnished apart-
ments.

My experience indicates that bigger
families are harder on units than one or
two-person families. Fewer defects are
apparent in furnished apartments than in
unfurnished, empty ones when it comes
time to re -rent.

In California, the majority of even un-
furnished apartments are carpeted and
draped and sometimes include appliances.
The expense in decorating and furnish-
ings in small furnished apartments is min-
imized by the very nature of their size:
less floor space to carpet, fewer walls to
paint, fewer windows to drape. There is
a minimum of soft pieces that have a
short life span of three to six years and
the hard pieces last indefinitely.

Square foot price of small apartments
usually is as high or higher than larger
unfurnished apartments in this area. Also
land costs have continued to increase
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and better use of land is essential. Many
things point to a smaller, modular apart-
ment as the basis for future apartment de-
sign in this part of the country as well as
elsewhere. Three 12 sq. ft. modules would
give you a 12 ft. x 38 ft. apartment -432
sq. ft. If designed properly, a small apart-
ment can be very satisfactory and with
better use of space and furniture it can
be the property manager's dream to mer-
chandise.

I recently bought a 50 -year -old duplex
with two 'One -bedroom apartments, each
having 450 sq. ft. After redesigning the
interior walls to create more livable
space and completely rebuilding the in-
terior using ne materials, I was able
to rent the units for double the scheduled
rent of the old apartment. This apart-
ment house had been vacant for three
years prior to the renovation and it
created so much interest in the neighbor-
hood, I had prospective tenants fighting
to get it.

The small furnished apartment offers
five possible advantages over larger
apartments:

1. The markets you cater to are the
largest.

2. The square -foot price is usually high-
er.

3. Better land use which helps balance
exploding city land costs.

4. Better control over tenancy.
5. Lower overall costs of operating due

in pait to a less demanding family
unit.

One- and two -person families are a way
of life in our time and offer a tremendous
opportunity for us. "Think small" should
be our slogan. If you have a difficult time
imagining a livable 432 sq. ft. one -bed-
room apartment, look at a 30 -ft. sail
boat or a self-contained motor home or a
24 -ft. trailer and see how well they use
their space. Much philosophical thought
has been given to what man wants to live
in. One thought is that man wants to
dream about living in a castle-but in-
herently has an inner desire to live in
caves. A small furnished cave.

Don Royale, CPM, is senior apartment house
property manager for William Walters Company,
one of Los Angeles' oldest property management
and brokerage firms. He has had wide experience
in apartment management and he teaches apart-
ment building management in the adult educa-
tion programs for the Los Angeles Board of
Education. He is a graduate of the University of
Southern California in business administration.
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Needed: Parking Facilities

That Serve People, Not Cars

The efficient and profitable use of space
has always been a prime consideration in
the design and construction of mass park-
ing facilities. One key factor, however, is
overlooked in nine out of ten new parking
garages being built today: people. Tradi-
tionally, we have geared our plans to meet
the needs of machines. Unfortunately, we
give scant attention to the people who
operate them.

We skimp on parking space so that
drivers usually have to get in and out of
their cars by banging the fellow next to
them. Or the all -too -frequent columns in
multilevel structures make it almost im-
possible to open a door or even pull into
the space.

We give people too many decisions to
make. The average parker, for example,
hates to have to decide what parking level
to use, what aisle to drive down to find
available spaces, and whether this arrow
or that marking means he should be going
in a direction opposite to the one he's tak-
ing.

The point is that the successful parking
garage must be scaled to meet the needs
of people driving the vehicles, not just
the containment of the vehicles them-
selves. If this concept sounds a little
strange, it is probably because so many of
us are shortsighted about the problem.
We believe there are already many more
cars than we can handle. We're comfort-
able in thinking it's a seller's market.

But consider a few facts. Convenience
and service -loving Americans are just as
apt to switch brands in parking as they do
in toothpaste, breakfast cereal and deter-
gents. They can show their displeasure in
several ways. One, they can simply start
parking somewhere else. Two, they may
decide to shift gears altogether and use
public transportation. Three, if they're
really provoked, They merely stop going

by Thomas A. Constantine

downtown and look for employment and
shopping sources in suburbia.

Our mass parking places that serve cars
instead of people have evolved this way
because the developers and designers in
most cases take a narrow negative view of
parking. They allow persons usually with
inadequate expertise and little practical
operating background to design facilities
with little regard for the vehicle user.

What is needed is an artful blend of
specialties encompassing architecture, en-
gineering, construction, a broad base of
operating know-how and a great deal of
market research aimed at finding out what
makes the parker Some things per-
haps are beyond the control of parking
operation developers. Parking in this coun-
try, as indeed in most urbanized countries,
is an octopus -like problem.

Public transportation systems are still
largely ignored by many. Greater availabil-
ity and promotion of mass transit means
would undoubtedly relieve a little of the
parking headache.

City councils and officials must insist
on adequate parking provisions for every
new or renewed building and complex
planned, particularly within the inner city.
Master plans should serve to promote the
perimeter of the downtown area as the
place for the all -day parker, leaving the
limited facilities within the downtown area
for the short-term user.

However, changes in our highly complex
and increasingly urbanized society come
slowly and changes in the habits and at-
titudes of people sometimes never. The
best expectation from greater use of mass
transit and better municipal planning and
control would be an improved parking
climate but probably not much more.

Accordingly, we are still going to re-
quire more and better parking develop-
ments, both multi -level and underground,
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to come anywhere near meeting demand.
And developers and other responsible
parties are going to need these facilities
convenience -oriented, first for profitability
and ultimately for survival.

Consider what tomorrow's parking facil-
ity will be like. We know that without
carefully comprehending and evaluating
the future, the best laid parking plans will
fall short of the mark. First of all, tomor-
row's ideal development should be built
to hold 700-1,000 cars, not 3,000, 4,000 or
5,000, since many smaller garages are much
better for traffic control on streets than
one or two huge garages. Because the
trend in cars is to wider bodies and even
wider -swinging doors, parking structures
have to be built column -free between
stalls to accommodate the probability of
having to widen these spaces.

The attractively styled structure will
blend harmoniously with neighbor build-
ings and have no internal posts or columns
to obstruct the driver's view, unnecessarily
take up space or create a hazard.

If it's an integral part of a new corn-
inercial building or located nearby, it un-
doubtedly wifi have dictated the size of
the building.

Parking charges will be higher, much
higher in certain places, but this will be no
real disadvantage. The user wifi be willing
to pay for improved service and conven-
ience as will the shops and other establish-
ments who regularly pick up the parking
tab for their customers.

Several levels of the structure will be
reserved to accommodate the mini -cars
multiplying in this country. Attendants
will be available but doubtlessly you will
park your own car.

To guard against thefts and vandalism,
closed circuit television as well as roving
patrols for distress services and improved
security will monitor all stairways, ele-

vators and the parking floors themselves.
It will be. likely that the same kind of

facility will be available whether you're
downtown or visiting one of the newer
suburban commercial developments.

Make no mistake: America's parking
syndrome is here to stay. Getting rid of
the ubiquitous automobile for a few hours
is going to remain one of the more perplex-
ing problems facing the driver every time
he gets behind the wheel. But we can
make it easier for this person by putting
more emphasis on him and less on his car.
This is the road to follow to best assure
success for our parking ventures of the
future.

 Thomas A. Constantine is president of T. A.
Constantine & Associates, Cleveland, parking
consultants supplying specialized design, engi-
neering and construction services in the develop-
ment of new parking facilities. He is a graduate
of Xavier University of Cincinnati and is a mem-
ber of the National Parking Association, Inter-
national Municipal Parking Congress, American
Public Works Association and the Pre -stressed
Concrete Institute.
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PLEASE TURN THE PAGE...
Uss Youia MAINTENANCE STAFF NEEDS Hii

Help is available through IREM's
monthly research report, REAL ESTATE
MANAGEMENT OPERATING TECHNIQUES
AND PRODUCTS.

These reports contain a wealth of opera-
ting data and product information col-
lected and presented specifically for
managers in the real estate field and
their maintenance personnel.

Each month a different topic is dis-
cussed in detail, often using compara-
tive data on the many products, proces-
ses or methods available which apply to
the topic; illustrations are used.

These research reports are now in their
24th year of publication, and our years
of experience have led us to the con-
sistent selection of topics vital to prop-
erty management. The subject matter
is discussed in meaningful terms, in the
language of the real estate industry.

The reports are published on sturdy
paper stock (8 to 16 pages each month)
with saddle stitching, making them dur-
able enough to withstand hand-to-hand

circulation among the management and
maintenance staffs. Pre -punched holes
facilitate easy binder storage for quick
reference.

At present, 50% of JOURNAL subscrib-
ers find It wise and useful to also receive
the reports on a regular monthly basis...

it's the smart thing to do because that
way this valuable tool comes to you for
only $10.00 pet year . . . less than 84
per copy.

Non -subscribers and subscribers not cur-
rently receiving the research report can
purchase any remaining back issue for
$1 each. Subscribers can convert their
subscriptions to include the reports along
with their current JOURNAL subscrip-
tion. On the tear -off coupon at the bot-
tom of this page, you'll find listed some
recent reports. Why not pick out those
most useful to you and send in $1 per
report along with the
sure you'll like these useful, informative
publications and want to keep them com-
ing as a regular part of your up-to-date
information library.

Enclosed Is a check for Bulletins marked below, at cost of $1 each (U.S. funds)
Return to: Institute of Real Estate Management, 155 East Superior St., Chicago, III. 60611

fIll #210 ASPHALT DRiVEWAYS AND PARKING AREAS
Li #216 FACTS TO KNOW ABOUT CARPETS
Li #223 FLOOR MAINTENANCE
Li #225 MANAGEMENT AND THE EMERGENCY

LI #226 TENANT SECURITY
LI #227 PRoTECTING nn NON-RESIDENTIAL PROPERTY
Li #229 SAFETY GUIDELiNES FOR SELF-SERVICE PARKING Lois
Li #230 A SURVEY OF GARDEN APARTMENT RESIDENT ATTITUDES

Li #231 TECHNIQUEs FOR ATTACKING SNOW REMOVAL
Li #232 PiocnMs FOR LiCIITINC MAINTENANCE
Li #233 A PnOcI1Ar FOB RODENT ERADICATION
Li #234 Pn0PEH MAINTENANCE PAINTING PROCEDURES
Li FREE: SEND COMPLETE BULLETIN INDEX FREE OF CHARGE

NAMF

ADDRESS

- STATE ZIP CODE__.
LiConvert my subscription to include Bulletin Service and send pro -rated bill to cover remain-

ing subscription period.
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New Products
WHEN REQUESTiNG iNFORMATION, PLEASE REFER TO KEY NUMBER
SEND INQUiRIES TO: JOURNAL OF PROPERTY MANAGEMENT, 155 E. SUPERiOR, CHICAGO 60611

5-1 ELEVATOR SIDING
A line of architectural stainless steel
sheets for use in elevator interiors has
been developed by Ardmore Products,
Inc. The siding has a leather -grain finish
designed to reduce maintenance and up-
keep. The pattern, available in Typ3
430 stainless steel, has applications for

doors, kick plates and trim as well as
siding. Panels can be installed over ex-
isting walls using an adhesive bonding
agent.

5-2 AIR CONTROL EQUIPMENT
Mammoth Industries, Inc., has issued its
Bulletin AL -69 describing its line of
rooftop environmental air control equip-
ment. The bulletin features Mammoth's
Adapta-Zone advanced multi -zone units,
low -silhouette rooftop equipment for
heating, cooling and ventilating and
the Adapt -Aire "M" Series, modular mix
and match units for rooftop heating and
cooling in the intermediate capacity
range. Also included are single- and
multi -zone heating -cooling -ventilating

units, gas -fired make-up air equipment
and space heaters.

5-3 WASTE COMPACTOR
SFM Corp. has announced its Mil-Pac
System for processing of solid waste
materials in buildings generating a large
volume of solid waste. The unit com-
bines a vertical hammermill grinder with
a hydraulic ram compaction unit, with
capacities ranging from 600 to 30,000
pounds per hour. The Mil-Pac System
first pulverizes solid waste in the ham-
mermill grinder, making possible com-
paction ratios of up to 15:1, claims man-
ufacturer. No is involved.

5-4 RODENT CONTROL KIT
A packaged rodent control kit has been
introduced by the J. J. Dill Company.
The Dill Rodent Control Kit contains
reusable weatherproof bait stations,
metal safety seals to prevent tampering
and a supply of specially formulated
anticoagulant bait. The bait stations are
made of die -cut, plastic -coated fiber-
board; a hopper -feeder holds 1¼ lbs. of
bait. The kit also contains two five -lb.
units of Dill's Formula 162 Rat -Kill.
Directions for use-and appropriate
cautions-are included.

5-5 LITTER SWEEPER
Advance Floor Machine Co. has intro-
duced its "MiniTriever" sweeper for
refuse removal in parking lots, sidewalks
and mall areas. It is also designed for
use indoors in lobbies, corridors and
otheI large traffic areas. The Mini -

ADVANCE

Triever has a 12" side broom and a
power train which keeps the brush re-
volving toward the hopper whether or
not the rear wheels are moving forward
or backward. It also has a 11/2-hushel
collection hopper mounted forward of
the main broom.

5-6 SWIMMING POOL HEATER
A brochure detailing the Coates Electric
Swimming Pool Heater line is available
from the manufacturer. The brochure
outlines the necessary computations
for determining the required heater
capacities for swimming pools ranging
in dimensions from family size to Olym-
pic size. The heaters are available in
a packaged unit, measuring 14½" x
27'/2" x 17". It can be placed in an
area adjacent to the pool. Does not
require venting, manufacturer states.
Both single and three phase models in
capacities from 12 KW to 60 KW are
featured.
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5-7 CENTRAL VACUUM CLEANER SYSTEM
Ceneral Electric has announced its VS -600 Central Vacuum
System for both residential and commercial structures. The
system consists of a remotely -located vacuum power unit
that may be installed in a basement, garage or utility room.
connected by permanently -installed plastic tubing to vac-
uum hose receptacles located throughout the building. The
portable part of the system consists of a 28' hose, a 3' clean-
ing wand, a "swivel tube," and five cleaning attachments.
The remote unit is powered by a 1½ 1-IP 115 volt motor
and will hold up to six gallons of dirt in its detachable
sediment tank.

5-8 EMERGENCY FIRE EQUIPMENT
Young Fire Equipment Corp. has announced its "Infighter"
emergency vehicle, designed to carry fire extinguishers and
safety equipment to the scene of a fire or other emergency.
Back-to-back display compartments with double doors on
each side provide 17 cu. ft. of space for equipment, includ-
ing up to eight extinguishers, gloves, goggles, axe, pry bar.
hard hats and lanterns. Other optional equipment includes

breathing apparatus, gas detectors, asbestos blankets, pro-
tective clothing, resuscitator and additional first aid equip-
ment. The unit is made of reinforced steel set on 8" casters.
A warning gas horn mounted on top of the unit can be
actuated to aid in clearing aisles.

5-9 GAS HEATING/ELECTRIC COOLING UNIT
A gas heating/electric cooling single -packaged unit, the
Climatrol 750-1, has l)Cefl introduced by Climatrol In-
dustries. The unit is designed to eliminate the need for
chimneys and can be recessed into an exterior wall and
screened by bricks, grills or other decorative devices. Five
models are available; two have 1 1/2-ton cooling capacities
with gas heating inputs of 40,000 and 50,000 BTUFI. Three
others have 2 -ton cooling capacities with heating inputs of

Give your prospects
instant "keys" to pick what
they want from your listings.

Electrofile Automatic
Selector System.

Invite prospects to your offices. Let them push Electrofile
keys to select the kind of property they want. Home-office
-farmland-industrial. By architectural style-price range-
geographic location-air conditioning-family room-up to 30
different requirements. Then let customers watch listings to
match their specifications pop up automatically.

Electrofile is that simple! It's a dramatic sales and adver-
tising tool. It's a wonderful time saver for your staff, too. And
there's no refiling. Just put listing cards back at random.
Electrofile finds them instantly wherever they are.

Leases for less than $50 a month.
Ask for demonstration.

Look under Acme Visible in your phone book for one of
our 90 branches. Or write Electrofile Division, Acme Visible
Records, Inc., Crozet, Va. 22932. Canada: Acme Seeley
Business Systems, Ltd. VISIBLE
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50,000, 60,000 and 75,000 BTUH. In-
stallation of any model requires a wall
opening of 56" x 16". The casing has an
overall depth of 24" and width of 27".

5-10 INDOOR -OUTDOOR CAR-
PETING

Armstrong Cork Co. has announced two
designs in its line of indoor -outdoor car-
peting for commercial installation. A
process known as reverse needling by
which the fibers are interlocked pro-
vides durability, states manufacturer.
Two weights of fiber of contrasting
colors are used, creating a tweed pat-
tern. The "Pageant" and "Praetorian"
lines are available in 10 colors and in
widths of 6' and 12'.

5-11 FLUORESCENT TUBE
DISPOSAL

Safety Devices Development Company
has announced its disposal unit for
fluorescent light tubing. The unit, called

the "Disposer," is built into a heavy-
duty vinyl plastic 20 -gallon storage can
and tubes are fed into the "Disposer"
through a protective tube in the inter-
locking cover. The fluorescent tube is

disintegrated and the broken glass with
its phosphor coating is retained in the
storage can for later disposal. The
unit is povered l)y a 110 volt AC motor.

NEW

sSERIES by Chicago Faucets

A beautiful, stunning combination of sparkling
acrylic and brushed gold or gleaming chrome
fittings. . . crafted and finished to match
the loveliest baths and powder rooms. There's
matchless quality inside too with Chicago Faucet's
famous trouble -free and drip -free operating
mechanism for long-lasting service that
is truly outstanding.
And if you already have Chicago Faucets, you
can easily add a new glamor look to your
bath . . . by just changing over to the new,
handsome Tiffany handles.
Distributed through the Plumbing Trade exclusively.

THE CHICAGO FAUCET COMPANY
2100 S. Nuclear Drive
Des Plairles, Illinois 60018

5-12 PAINT STRIPPING GUIDE
A four -page brochure is available from
Chemical Specialties Division of Arne-
race-Esna Corp. on paint stripping pro.
cedures. The guide lists C.S.D.'s com-
plete line of paint strippers for hot and
cold tank application, available in liquid
and powdered form as well as brush
and spray -on types for vertical surfaces.
A chart illustrates the paint strippers by
type, method of application, recom-
mended temperature and in -use concen-
tration. Sixteen alkaline, solvent and
solvent acid strippers are discussed in
the guide.

5-13 STRUCTURAL CLAY
Structural clay products for interior and
exterior masonry work are presented in
a bulletin by Clen-Gery Corporation.
The 8 -page brochure describes and il-
lustrates a variety of face brick and
structural clay tile in various shapes,
colors and textures. It includes Uni-
wall, a two-faced through -the -wall unit,

SPECIFY MORE OF THESE

MUSSON
SAFETY -DESIGNED

KOROSEAL-VINYL TREADS
For greater economy, improved beauty and siore safety, the matoriol
and design of this tread make it highly desirable for heavy duty service.
No. 400-for large apartments,
stores, etc.

No. COST LESS
375- LONGER WEARING
for multi. GREASE AND OIL RESISTANT
family SURFACSi (ALITY THROUGHOUT
projects. NON -POROUS --CLEAN EASIER, QUIETER

COLORS; Brown. Gray, Green, Sand, Black
Musson Koroseol-Vinyl treads are heavy duty for the most gruelling service.
The ribbed, non-skid, safety pattern covers 7" from nose, with 5" smooth
corrugated areas across rear. Lengths; 24", 30", 36", 42k, 60",
72", 96". Easily cut for exact fit and installed with Munson No. 400 Stair
Tread Cement. No. 400 treads-¼" thick, No. 375 treads-l/16" thick.

MATCHING VINYL COVED STAIR RISER NO. 405-CR
A supplement to the No. 400 tread, this riser may be used matching color,
contrasting color, or black. It Is 1/s" thIck, 7" high with 5,4" toe. Lengths:
24", 36", 42", 48", 60", 96". Trims for exact fitting.

ORDER FROM MUSSON: Molded Rubber Stair Treads, Perfo-
rated Entrance Mats, Link Mats, Fatigue Mats, Runner Matting.

Write for Catalog, Samples and Prices

THE R. C. MUSSON RUBBER COMPANY
1304 Archwood Ave. Akron, Ohio 44306
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SCR Acoustile for applications requiring
sound absorption qualities and other
systems.

5-14 INSULATING GLASS
Multipane, Inc., has announced its
"Sound Reduction" insulating glass
units, designed to reduce noise levels in
buildings near airports, expressways and

II

heavy traffic areas. The unit consists of
two lites of glass held apart by a pat-
ented aluminum frame with a hollow
separator. It is hennetically sealed by
butyl and/or polysullied sealants. A
silical gel dessicant, permanently pres-
ent in the hollow separator, dehydrates
the captive air. Sound intensity is regu-
lated by varying the thickness of lites
and airspace. The glass is available in
a range of sizes and tints to meet spe-
cific applications.

5-15 BRUSH CATALOG

An illustrated bulletin from S. A. Felton
& Sons provides specffications for 111
hand brushes used by industrial plants
and maintenance operations. Included
in Bulletin M-1 are 12 types of floor
brushes for sweeping surfaces ranging
from finely polished finishes to coarse
cement. Scratch brushes, dusters and a
variety of scrub and cleaning brushes
are also shown.

i: r\iii i _ii :JA! I
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PER PERSON ROUNDTRIP CHARTER AIRFARE.$ NOT NECESSARY TO JOIN ANY TOUR. Nov. 13
depart Oakland for Honolulu  Nov. 19 - depart
Honolulu for Tokyo  Dec. 4 - depart Tokyo for

Oakland  Regular airfares are $684 - a savings of $315 to you

22.DAY HAWAII/JAPAN TOUR
$ An outstanding tour package combining fabu-

lously low airfares with highest quality land
arrangements in Hawaii and Japan.

Attend two Realtor programs - in Hawaii given by Honolulu Board
of Realtors and in Japan meetings with Japanese real estate leaders
and field trips for on -site observations of real estate investments
in Japan. $798 includes aforementioned $369 charter airfares, first
class hotels throughout, social dinner events, train trips, most
extensive sightseeing, admissions, transfers, tips, etc.

36 -DAY ORIENT TOUR -$1499
For attendance at Hawaii Realtor program and real estate field
trips in all Orient countries a fully escorted itinerary and tour
price which includes Hawaii, Japan, Taiwan, Philippines, Hong
Kong, Thailand, and Singapore. All first class land arrangements -
finest hotels, social dinner events, sightseeing, train trips, admis-
sions, transfers, tips, etc.

5-16 WEATHERSTRIPPING

Weatherstripping designed for sound
and light -proofing has been announced
by PEMKO Manufacturing Co. It fea-
tures a closed cell, %" wide neoprene
insert for sealing off light and sound.
The seal can be adjusted to all varia-
tions in door and jamb. The anodized
aluminum weatherstrip can be used as
a stop or installed over an existing stop.
It is fastened with countersunk Phillips
Head screws and can be mounted on
wood or metal doors, states manufac-
turer.

5-17 MEASUREMENT CON-
VERSION CHART
A reference table in wall chart form has
been published by Precision Equipment
Co., for use in converting various meas-
uring units. Included are common con-
versions such as inches to centimeters
or watts to HP as well as other conver-
sions such as microns to meters and
quintal to pounds.

ChAD OTS
keep your
parking

lots in line
Motorists really toe the line when
the line is marked off with Catadot
Parking Lot Markers. These raised -
surface markers discourage any
transgressions onto the adjoining
spaces, help conserve space for
maximum efficiency. Catadots are
easy to installS witha life expectancy
of the pavement surface. Available
in Yellow or White. For complete
information, mail the coupon,
or call collect: 601/939.4612,
Jackson, Miss.; 419/244-3003,
Toledo, Ohio; or 416/251-1681,
Toronto. Canada.

Copyright 1969-Cataphote Corp.

CATAPH OlE
I CORPORATION

P. 0. Pox 2359.
- Jackson, Miss. 39205

[1 Send detailed information
on Catadots

0 Have representative call

NAME________

FIRM. _____
STREET -----

I STATE - ZIP_____
G-35 910R
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Enlarged in scope and increased in numbers, the edu-
cational program of the Institute of Real Estate Man-
agement in 1969 will also include two presentations
of a course devoted entirely to office building develop-
ment and management. In addition, all three of

IREM's time -tested courses will once again be offered
throughout the country helping to keep today's profes-
sional manager in step with today and rea(iy for to-
morrow's challenges.

COURSE 1

Miami Beach
June 8-14

Americana

Montreal
Sept.14-20

Hotel Bonaventure

COURSE 3

Los Angeles
Oct. 15-18

Statler- 1-lilton

COURSE 2
Atlanta

May 18-24
Dmkler Plaza
Minneapolis
June 15-21

The Leamington
San Francisco

Oct. 5-11
Jack Tar Flotel

COURSE 4
Los Angeles
June 15-21

Statler-Hilton

Chicago
Sept. 28 -Oct. 4

Chicago -Sheraton

4 DIRECTIONS
in property

COURSE 1: PRACTICAL METHODS FOR SUCCESSFUL
PROPERTY MANACEMENT

I

Course 1 is designed for the individual
with some basic real estate experience
who wishes to augment his knowledge

with in-depth practical study.
The student learns to identify the two major areas

of property administration: "operating" and "strategic."
The "operafing" phase deals with rent collection, pur-
chasing, bookkeeping, contracts, maintenance, repair,
leasing, and similar fact -of -life management necessities
for efficient operation. But that's only a part of profes-
sional management. "Strategic" management is con-
cerned with what and where to buy and sell; highest
and best use of property-when to modernize, convert,
rehabilitate, raze. "Strategic" choices determine value
of property and represent the ultimate service that can
be rendered by property management.

These two vital areas are covered in reading assign-
ments, lectures, and group discussions. The reading
material includes a specially -prepared lecture supple-
ment which will serve as a lasting reference book for
the student, together with a classffied book of forms
actually in use throughout the real estate management
profession.

Thirty points toward admission to CPM member-
ship will he granted for successful completion of
Course 1 and a passing grade on the examination.
Successful completion of the Course 1 examination is
a requisite for Institute membership.

Limited to 90 participants. Tuition: $195.

El

...and the

For More information and

An Application, Write To

The Institute
of Real Estate
Management
155 East Superior Street
Chicago, Illinois 60611
Area code 312-664-9700
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to expand your skill

management

COURSE 2: ANALYSIS AND MANAGEMENT

2
OF INVESTMENT PROPERTY

Defining strategic problems of a property
and development of the individual's
judgment and skill in solving those prob-

lems are the goals of Course 2. This course has as its
prerequisite satisfactory completion of Course 1, or
the equivalent in training and experience.

Varied types of investment property are studied, in-
cluding residential and commercial. Specially prepared
workbooks and problem books are supplied to partic-
ipants to assist them in developing practicable, work-
able feasibility studies and management surveys.
Analysis includes management, valuation, market re-
search, cash flow projections, financing, and the eco-
nomics of alternates, all of which are oriented to active
real estate practice. An invaluable sample feasibility
study and management survey is also given the stu-
dent which can be used as a long-term reference
source.

Through lectures, reading, and group discussions,
all assisted by experienced faculty, the student will
learn to solve the many practical problems presented
in the course. The examination will test the student
not on his memory, but on how well he is able to solve
the realistic problems presented.

Thirty points toward admission to CPM member-
ship will be granted for successful completion of
Course 2 and its examination. Limited to 90 partic-
ipants. Tuition: $195.

fl '\ COURSE 4: OFFICE BUILDING DEVELOPMENT,
LEASING AND MANAGEMENT

The new IREM Course 4 is a down-to-
earth study of the day-to-day problems
faced by the man on the firing line in

office building management as well as presenting the
overall picture needed by executive management and
owner -executive. In broad scope and in detail, the
challenging concepts needed in developing an office
building from its embryonic "idea" stage to a working
unit complete with procedures and problems is pre-
sented in a realistic, practical manner. With lectures
coupled with expertly -moderated discussion groups,
and carefully selected supplemental material, the
course will provide detailed data for every phase of
office building development, leasing, and management.

- the 1969 IREM Courses

COURSE 3: EXECUTIVE MANAGEMENT SEMINAR

3
(DEVELOPING MAXIMUM POTENTIALS IN
INVESTMENT PROPERTiES)

Teaching and perfecting the technique of
preparing the all-important management
survey is the prime objective of Course

3, truly the graduate course of the Institute's educa-
tional program. Completion of Courses 1 and 2 or
equivalent experience and training are the prereq-
uisites for Course 3. This program of study applies
the case -study method to the analytical process and
the preparation of the survey. First hand data -collect-
ing experience is provided through a personal visit to
a subject building-commercial, residential, or shop-
ping center. Full data concerning the property, the
immediate area, and the general region are supplied.
In the overall skill -practice and education experience
of the participant, the individual's problem -defining
and -solving facilities are tested and improved through
group discussion in which national management ex-
perts take part.

The participant cannot help but benefit from learn-
ing objectives of the management survey; report
preparation methods; application of market, neighbor-
hood, and regional data; site inspections of the prop-
erty, neighborhood, and comparables; identification
of major problems and alternate solutions; economic
analyses; writing the final report.

Attendance at the course and submission of a satis-
factorily written survey earns 20 points toward Insti-
tute membership.

Limited to 60 participants. Tuition: $160.

The course of study will not only concern the his-
torical development, style and functional changes, and
criteria forming a base for office building demand in
small, medium, and highrise office buildings, but also
will include a comprehensive discussion and illustra-
tion of the feasibility study, site selection, preparation
and all important areas of financing, and merchandis-
ing the new project.

Classes will be limited to 90 registrants to assure
close-knit discussion groups of not more than 30 each.
Written supplementary material will include numerous
standard forms for efficient processing of paperwork,
reprints of professionally written articles not available
elsewhere, and original material. Tuition: $195.
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Most building operators are just that when it comes to income/expense :1

ratios. They insist on knowing which expenses are reasonable and which
ones are out of line.

Of course you can sit down with your slide rule and adding machine and
ferret out the important operating figures and per -unit costs that in-
fluence your apartment building's profit picture, but you'll still need a
basis of comparison-preferably a basis which includes age, type of
building and geographic locale. (Let's be picky about it.)

Why not let the Institute of Real Estate Management do the figuring for
:YOU, and provide you with ihe most complete basis of comparison avail-
able-the only basis of comparison available.

PICKY! PICKY! PICKY!
If you'll participate in the annual data collection for the ]969 Apart-
ment Building Income -Expense Analysis, we'll send you a computed
breakdown of expenses for your building. Then when the report is off
the press, we'll send you a free copy so that you can compare your data
with the averages for your locale, based on age and type of building.
Your figures will take on new meaning when compared with operating
experience of others; you can easily see where your buildings match up
with local and national trends and where you might cast a wary eye on
expenditures.

If you operate furnished or unfurnished elevator buildings, low-rise
buildings (12 units or more), garden -type apartment complexes, let us
put our computer on your staff and give you all the picky little details.
You'll benefit personally from this effort, and you'll be aiding a unique
project unduplicated in the management profession.

1969 Apartment Building

Income -Expense Analysis

pick up a piece of the action, contact:

Jerome A. Martin, CPM
Institute of Real Estate Management

155 East Superior Street
Chicago, Illinois 60611

AC312-664-9700
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