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Want help in cutting construction time,
and the high cost of construction fi-

nancing?
Dover has it for you in pre-engi-

neered elevators. They'll never hold up
work schedules because we ship in
three weeks-or less-from order.

These elevators will serve buildings
through five floors. They are pre-engi-
neered to fit hoistways of a specified
size, thus eliminating the expense and
time required for custom engineering.
You save, too, through Oildraulic® op-
eration. No machinery penthouse, no
heavy, loadbearing hoistway sidewalls,
no space -consuming counterweight, no

cables. Operation and maintenance are
more economical than cable elevators.

Dover pre-engineered elevators fea-
ture a choice of contemporary cab de-
cor with color -coordinated carpeting,
diffused lighting, "memory bank" con-
trol that stores all calls until answered,
and the exclusive Dover Olidraulic pow-
er unit.

Call us in at the design stage to help
you plan use of these time -cutting, cost-
cutting, pre-engineered elevators. We'll
prove Dover delivers. Write for litera-
ture. Dover Corporation, Elevator Divi-
sion, Dept. J-2, p. 0. Box 2177, Mem-
phis, Tenn. 38102.
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Briefing This Issue

Making New Approaches Work for Inner City Shopping Center
Leo Koltz, CPM Page 60

The success of any project can be measured by how well the various partners in planning it
have worked together. Mr. Koltz describes the coordination of efforts between a community
organization on Chicago's South Side and shopping center specialists to provide a

neighborhood shopping facility for a nearby major low-income housing community. By
cooperating with each other and understanding each other's aims and ideas, the development
of Woodlawn Gardens Plaza took place. Illustrative of the need for a change in approach in
planning this type of center as opposed to the typical spacious suburban center was the desire
of the community organization to have as many local businesses as possible in the facility,
even though space was limited. Mr. Koltz details as
and the sponsors went through to provide the type of shopping complex best suited to
the interests of the community.

Tenant Movements: Retrospective and Perspective
Lloyd D. Hanford, Jr., CPM Page 69

As one of the participants in a recent conference on tenant unions, Mr. Hanford explores
the reasons behind the formation of tenant groups around the country and their various
aims and purposes. He basically separates them into two groups: those who seek to correct
specific housing problems and those who use housing problems as a means of confrontation
for changing the entire presently existing economic structure. While management can come
to grips usually with tenant groups of an apolitical nature, Mr. Hanford expresses doubt
that any true solution can be found with those seeking a different economic and political
system.

New Trends in Medical Facilities
William Brauer, CPM, and R. Arthur Wagner Page 76

While for the past 20 years medical buildings of one type or another have been developed,
the authors of this article foresee a trend toward the medical building streamlined for
total efficiency of doctors' time and skill. In such a building, areas would be separated
by function, minimizing any overlapping of procedures, which would allow the primary
physician to devote his services to areas most needing his attention. While this development
will undoubtedly increase the costs of medical building facilities, the added efficiency
in distributing medical care will make it beneficial for all concerned.
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Making the Computer Work for You (This Month's Cover)
Michael 1. Hughes Page 81

Since the day of the computer is obviously here, the need to adapt certain accounting
.r-1 procedures that are a vital element of the property management office to computer

processing is readily apparent. Mr. Hughes outlines, from the accountant's point of view,
how a typical property management system can be computerized. The article is illustrated
with the material that serves as input as well as the various reports and studies the computer
can feed back to the manager and owner, as for example, a monthly summary of receipts
and disbursements, a segment of which appears on our cover this month.

Two Views of the Federal Wage and Hour Law
Ben P. Robertson and Robert P. Lawry Page 92

Based on material presented at the IREM November 1970 Educational Session on the Wage
and Hour Law, the two authors define from different viewpoints their interpretation of
the Fair Labor Standards Act and its ramifications for the property manager. Mr. Robertson,
Deputy Administrator of the Wage and Hour Division of the Department of Labor, presents
the federal government's interpretation of the Act and outlines the course property managers
must follow under the presently existing law. Mr. Lawry, one of the defense attorneys in
the Arnheim and Neely case, points Out some of the complexities involved in the Fair
Labor Standards Act and subsequent amendments and what he feels is the right approach
to it in light of the original aims of the Congresses which passed the Act.

Editorial: Rules of Thumb
Lloyd D. Hanford, Sr., CPM Page 100

Mr. Hanford examines several management cliches, which are often applied to specific
situations in an attempt to simplify problem -solving processes. Such "rules of thumb" may
be applicable but careful examination of each situation and related factors is necessary
before blindly using them.
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Making New Approaches Work
for Inner City Shopping Center

Few shopping center managers would
contemplate a deteriorated inner city area
in their search for Utopia. But there's just
a chance that a core area shopping facility
may be as close as any Certified Property
Manager will ever get to that idealized state
of working conditions.

We have been participating in an extra-
ordinarily successful and gratifying collabo-
ration with a community organization in
developing an inner city shopping center.
This experience dramatically illustrates the
possibilities of a working relationship that
recognizes and relies on mutual strengths.
Of course, there are pitfalls for the property
manager who fails to sense the differences
of the inner city and doesn't proceed cau-
tiously and intelligently.

Since the revitalization of our urban
centers ranks as one of our most urgent
national priorities for the foreseeable future,
it is important that the shopping center
specialist examine carefully the unique chal-
lenges and advantages of inner city com-
mercial facilities.

For more than four years we have been
intimately involved from its pre -conceptual
stage in the creation of a most unusual
shopping center in the Woodlawn area of
Chicago, once regarded as one of the city's
most dilapidated areas.

On the premise that it may help establish
certain planning and operating guidelines-
and identify some problem areas-I'd like
to review the genesis of what is believed to
be Chicago's first "mini -mall."

Woodlawn Gardens Plaza, at the bustling
intersection of 63rd and Cottage Grove on
Chicago's South Side, came into being as
an adjunct to Woodlawn Gardens, the
largest nonprofit, lowrise rental housing proj-
ect in the nation.

The Plaza and residential community of
504 units were developed by the Woodlawn
Organization (TWO), one of the strongest
community organizations in the nation, in
conjunction with the Kate Maremont
Foundation, a major community action and

by Leo Koltz, CPM

philanthropic agency. TWO is an umbrella
group of 115 community organizations.

The two organizations formed the TWO-
KMF Development Association, which is the
developer and owner of Woodlawn Gardens
and its unusual shopping center. In addition,
TWO's executive director will be the agent
in charge of the management of the Plaza.
The history of the idea is a panorama of
innovation and struggle by the organization
to bring to reality this development accord-
ing to its own plans and desires.

The skirmish that dominated the headlines
and the attention of urban planners and real
estate professionals early in the history of
the development was the association's suc-
cessful fight to develop the residential area
with no highrise buildings. However, in our
view, an even more significant accomplish-
ment was getting a commercial facility in-
cluded as part of the FHA loan.

As a strong community organization,
TWO-KMF was eager to assure an oppor-
tunity for establishing more black businesses
in Woodlawn. Incorporating a shopping
center in the planning and financing of the
development was considered a firm step in
this direction. Simultaneously, Woodlawn
Gardens was planned so that future rent
structures in the residential units will be
somewhat governed by revenues generated
from the shopping center. The sponsors plan
to apply shopping center proceeds to main-
tain future rents at the lowest possible level
and keep any necessary increases below
inflationary levels.

As a management firm, we were brought
into the picture in late 1966. The executive
director of the Kate Maremont Foundation
got in touch with the president of our firm,
Baird & Warner, Inc. We were told in effect
that since the sponsoring group had no ex-
perience with shopping centers, it needed
assistance in its initial development as well
as the subsequent leasing and management.
It wanted our recommendations for an archi-
tect and contractor experienced in the de-
sign and construction of shopping centers.
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As a community sponsored and guided
effort, Woodlawn Gardens Shopping
Plaza in Chicago was designed to serve
an adjacent !owrise rental project and
its ba5sic plan was to incorporate /ocal
business enterprises. Opening day was
marked by ceremonies involving com-
munity officials and business partici-
pants.
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In other words, the sponsors were pre-
pared to give us extensive latitude in coun-
seling, planning and steering the develop-
ment of this inner city shopping. Nothing
had been planned beyond allocating a site
for the shopping center. Any property man-
ager would leap at this bait.

As a long-time advocate of the principle
of early involvement of the management and
leasing agent in a development, I was de-
lightfully surprised by the opportunity being
presented to us.

One of the first things we were asked and
needed to do was provide the kind of ex-
pertise in planning and construction that we
felt would fulfill the expectations of the
client.

Neither the prime architect nor the con-
tractor for the Woodlawns Gardens housing
development was commercially oriented.
Both firms agreed they would consult with
those who had shopping center experience
for the commercial phase. We recom-
mended an architect with whom we had
worked for a dozen years on commercial,
store and shopping center developments.
At the time these firms were chosen, nobody
was aware of a fine -print FHA regulation
requiring that one architect and contractor
be engaged on a multi -purpose development
such as this. Although this oversight almost
came back to haunt us, the problem was
resolved satisfactorily.

Notwithstanding these complications,
which had not initially made themselves
apparent, we then proceeded to discuss
with the client how shopping centers are
usually planned.

We observed if we were to develop
the center along typical suburban shopping
center lines that would be considered ideal
for a prime tenant, we would have a 15,000
square foot supermarket, parking for 150
cars and nothing else. We pointed out,
however, that a prime tenant would accept
some compromise on parking facilities so
that in addition to the supermarket, possibly
5,000 square feet could be made available
to other typical service operations such as a
laundry and dry cleaner.

"This is not at all what we want" was the
response from the developer -owner group,
who promptly drew forth a list of 20 kinds
of businesses it wished to locate in the
center. "We are going to have about 2,000
people living in Woodlawn Gardens. We
would like to give our tenants the shopping
facilities they would normally require in just
living in this neighborhood."

My immediate but unspoken reaction was
that it would require a two-story center
totalling 40,000 square feet to accommodate
the number of tenants proposed. With the
amount of space available, this did not seem
to be a realistic approach and the owner
agreed to let us huddle with the architect
to develop proposals.

Since it was well known locally that this
particular sponsoring group was not the kind
of organization to be told things can't be
done, we set our sights on ideas that were
practical and feasible and would at least hit
the owner's target, if not the bull's-eye. The
plan also had to conform to a host of City
of Chicago requirements.

Before you leap to the conclusion that
this might seem like an odd way to start a

journey to Utopia, be assured that the task
of trying to noodle out a way to squeeze 20
tenants and a decent -sized parking lot into
this facility was possibly the biggest prob-
lem we had on this assignment.

I began by isolating each kind of business
to determine what size it should be to func-
tion in this kind of facility. My goal was to
scale things to minimum effective size, not
to some norm based on our experience in
suburban shopping centers. This resulted in
a projected 29,645 square feet.

Working in collaboration with the archi-
tect, it was determined that by putting in
stores equivalent to the sizes I had arbitrarily
projected, we could come close to the num-
ber of stores the owner wanted.

Since most retailers divide their space
into about two-thirds selling area partitioned
from one-third storage area, we decided a
multi -level approach might be best. We
realized that if we could put that one-third
of storage into a basement area and elimi-
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tenants and a decent -sized parking lot into
this facility was possibly the biggest prob-
lem we had on this assignment.

I began by isolating each kind of business
to determine what size it should be to func-
tion in this kind of facility. My goal was to
scale things to minimum effective size, not
to some norm based on our experience in
suburban shopping centers. This resulted in
a projected 29,645 square feet.

Working in collaboration with the archi-
tect, it was determined that by putting in
stores equivalent to the sizes I had arbitrarily
projected, we could come close to the num-
ber of stores the owner wanted.

Since most retailers divide their space
into about two-thirds selling area partitioned
from one-third storage area, we decided a
multi -level approach might be best. We
realized that if we could put that one-third
of storage into a basement area and elimi-
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nate partitions, it would increase the sales
area and have a larger store, although not
all on one floor. We thoroughly investigated
a mezzanine arrangement but dismissed this
as impractical because of the small store
sizes.

What evolved from this concept and a
considerable amount of discussion between
us, the owner and the architect is a two -
building shopping facility connected by a
covered walk. The total square footage, in-
cluding basement storage area, is 34,023

square feet.
One building, to the east, houses a 14,018

square foot supermarket, our prime tenant,
jointly owned by TWO and Hillman's, a

Chicago food store chain. It is adjacent to
a 4,868 square foot (including basement)
Illinois Bell Telephone Company business
office which has been in operation since
January 1970. Coupled with this is the en-
closed "mini -mall," a suburban -type mall on
a miniaturized scale with stores facing each
other. Our line-up includes 10 enclosed
retail operations on three sides of the mall,
ranging from 718 to 974 square feet of
ground area plus basement storage areas for
most. We also have two colorful kiosks of
26 x 10 feet, located between two entrances
facing Cottage Grove Avenue.

Through this solution we were able to
provide for 14 establishments from an origi-
nal arbitrary goal of 20. This design solution
more than adequately matched the client's
expectations.

Tentative tenants include a currency ex-
change and shoe store which signed the
first leases; a shrimp carry -out restaurant;
a card and gift shop; a combination beauty
salon and cosmetics shop; and a snack shop,
among others.

We are projecting a total retail volume of
$5,000,000 from an average weekly traffic
volume of 10,000 to 15,000 shoppers, includ-
ing many from the general Woodlawn com-
munity. The cost of the Plaza is $590,000.

We moved from this into rent projections,
which were interwoven with the design
plan and then submitted by the owners to
FHA.

We applied a fair -market rate to arrive
at our rent basis, applying current metro-
politan rates in order to provide every
possible assurance of success for the shop-
ping center and its tenants. It would be
understandable to reason that perhaps be-
cause this operation is in a core area which
could, ostensibly, increase business risks and
costs, we might have sought a rent rate
somewhere below market. However, this
approach might have set in motion a chain
reaction that would have resulted in a for-
mula for failure.

Developing a defensive posture because
of the neighborhood and lack of experience
leading to special considerations would have
been psychologically wrong. It would have
implied an expectation of problems and
failure, which more likely than not would
have brought those results.

Instead, we are challenging tenants with
expectations for success. Maintaining mar-
ket rates will stimulate aggressive merchan-
dising. We want the tenants to realize they
are doing business on the same basis as
everybody else in the city and that they will
have to be resourceful and aggressive to
succeed like anybody else.

If the rent is equal to that in other sections
of the market, they understand that our
expectations for traffic, volume and strong
performance on their part is not diminished
by location. We are both "separating the
men from the boys" and taking positive
action to fulfill the goal of supporting the
housing situation and helping to stabilize
the community with a successful commercial
center.

Each lease contains a tax escalation clause.
This provides that the owner pays the tax
bill on the first full assessed year that the
shopping center is in operation. Any in-
creases thereafter will be paid by the tenants
on a prorated basis. In addition, the tenants
will pay prorated shares of common area
charges, including security, maintenance,
window washing, landscaping, cleaning up,
parking lot lighting and snow removal.

The only "security" problem we anticipate
is a typical one-control of the parking lot.
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We are planning to have a full-time em-
ployee who will supervise the use of the
parking lot by shoppers at the Plaza and who
can eventually be used for other functions.

Since Woodlawn Gardens Plaza was blaz-
ing a new trail, one of the procedures that
had to be settled quickly was determining
the obligations of the owner and those of
the tenant under the lease to get the store
completed and opened. In regional shopping
centers, developers try to solve this problem
by telling the tenant that they will finish his
store as a shell. He can complete the store
himself and can control costs, and the devel-
oper will contribute a certain cash allow-
ance. In this manner, the developer or owner
overcomes high-priced tenant requirements
plus very costly tenant changes. He also is
relieved of responsibility if a contractor fails
to do exactly what the tenant wants.

We did not use this approach at Wood -
lawn Gardens Plaza. We provided easy -care
floor coverings, central heating and air con-
ditioning, standard ceiling and lights; we
painted the walls and provided sign letters
and a specified number of electrical outlets.
Any additions or alterations, like fixtures,
additional electrical outlets or power re-
quirements or plumbing must be provided
by the tenants with owner approval.

There is so much confidence in this enter-
prise, we are looking forward to percentage
rents. Additional income will still be applied
to keep housing rentals down.

The innovative nature of this entire proj-
ect did stir up a couple of potential prob-
lems which, fortunately, did not become
serious. Because of the time required to
resolve numerous details and to obtain ap-
provals from the city's department of urban
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A change in tactics from designing
the typical suburban shopping cen-
ter was necessary in planning

Woodlawn Gardens Plaza and the
result was a three -building com-
plex housing a supermarket, a

branch of the telephone company,
and a "mini -mall" of various shops
and service facilities.
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renewal and to get the FHA loan commit-
ment, our original rent projections became
obsolete.

Revising the rent structure, making it con-
sistent with market rates, has not caused
difficulty. Actually, even though we have
fewer tenants than the owner anticipated,
the higher rent brings the revenue back to
the level originally anticipated.

Our leasing program began in June 1969
after the contractor was engaged and the
plot plan was confirmed. Our rent projec-
tions were increased 50 cents a foot, an
average of about 12.5 percent.

At this stage, with the design concepts
and mechanics substantially behind us, we
were given virtually carte blanche in the
leasing program. In contrast with typical
problems associated with leasing a shopping
center, we experienced comparatively few
problems. Owners frequently have a pro-
clivity for overseeing and second-guessing
most aspects of leasing. We had absolutely
no problems in this respect. Actually, TWO-
KMF was of enormous help and there may
be a vital lesson here for core area develop-
ment and management. They provided sub-
stantial aid to help us generate demand,
attract prospective tenants, screen them,
check them out, and so forth.

The intensity of the interest of TWO in
making this shopping center a success, not
just as a part-owner but as the community
organization, made them acutely sensitive
to getting the right tenants.

Ironically, when they made clear their
interest in screening, they said they thought
this proposal might be very objectionable to
us as professional leasing agents. At this
point we confessed we had intended to ask
them to take on that job and they were
happily surprised with the immediate ac-
cord. This aspect was easily coordinated
and it is both desirable and completely
sensible to do it this way.

With so much hanging in the balance for
both the developer -owners and the com-
munity at large, the target must be a high-
grade operation with every reasonable assur-
ance that the tenant will be successful. We
don't want to see anybody fail. TWO was
able to go beyond the standard screening,
which includes checking a prospect's busi-
ness and financial background and potential.
The organization was not only intimately
acquainted with many lease applicants, it
also had precise insights to the kinds of

merchandise and services appropriate to
this community.

Most agents will quickly recognize that
tenant information is extremely difficult to
obtain. In the suburban center you are able
to secure a credit report and visit an appli-
cant's business operation elsewhere. But
these criteria would be, as best, of limited
value in projecting the desirability of a par-
ticular tenant in a core area commercial
development.

The owners did not attempt to dictate
prospective tenants to us the way some
owners do. We have all had the experience
of being approached by an owner who says,
"This location would be perfect for such -
and -such tenant." They often will suggest
what goes where, how much parking there
should be (and where), the location of serv-
ice areas, and so forth. None of this occurred
at Woodlawn Gardens Plaza.

The owner did not dictate which Chicago
area to contact first for consideration as
the prime tenant. He asked for our recom-
mendations and reacted favorably. The un-
usual joint venture with Hiliman's-TWO-
Hillman's, Inc.-eventually evolved.

Another lesson of a core area develop-
ment is that the time required to complete a
lease negotiation may be considerably
longer than usual. This has been the case at
Woodlawn Gardens Plaza, with good rea-
son. One key goal of the black community
is to help develop a sound black economic
base. In keeping with this objective, TWO
is eager to encourage and assist individuals
with limited or even no prior experience
to operate businesses in the Plaza.

Our list of prospective tenants does in-
clude a number of very promising people
who are seeking to secure financial assist-
ance from the Small Business Administration.
This is another time-consuming factor which
is prolonging the over-all timeable.

This involvement with social and eco-
nomic progress in core areas has some
benchmarks which we think might be ap-
plicable in all similar situations. If you want
a successful core area development, the one
way to help insure its success is to make the
neighborhood organization-and there is

one in every black neighborhood-a part of
the development. Don't ask for help or
counsel because the group should be inter-
ested, on moral grounds, in improving or
stabilizing the community. By giving them a
real stake in the development you provide
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SHOP SAVEI-

4
The key tenant of Woodlawn Gardens Plaza is the TWO-Hilimans' supermarket, which is a joint ven-
ture between the community nonprofit organization and a grocery chain.

a tangible incentive for the organization to
want to take care of things, the way TWO
has.

Black communities are eager to partici-
pate through community organizations and
individual entrepreneurs. In most cases, all
they need is to have experts like us come
into a situation on a fair and equitable basis
to supply our knowledge and experience on
design and layout, rent projections, tenant
mix and related factors that go into a suc-
cessful development. They in turn will bring
to the fore considerable expertise in some
aspects that also make a vital contribution
to a successful venture.

My optimism about the future of Wood -
lawn Gardens Plaza has deeper roots than
the extraordinary freedom which was ex-
tended to me as part of a highly unusual and
gratifying relationship with the developer/
owner. Location is of utmost importance in

the inner city as well as suburban areas, and
we have a prime, prime, prime location in
Woodlawn.

The Plaza is located at the intersection of
two major streets that carry close to 100
percent of the community traffic anywhere
-to work, to church, to movies. Con-
sequently, we have three vital ingredients to
our mix: traffic, visibility and accessibility.

One other element, and some property
managers consider this perhaps the single
most important determinant of the success
or failure of a shopping center, is its location
relative to potential competition. There is
no other prime location within half a mile
of Woodlawn Gardens Plaza. This by itself
will take this center far down the road of
success, even without the added benefit of
being at a major intersection.

Even though our project finally ma-
terialized as an enclosed, suburban -type
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"mini -mall" as one of those inventions
mothered by necessity and sired by per-
severance and guts, I think we may have
created a prototype. Although specific solu-
tions will change, I have a strong suspicion
that they will more closely resemble Wood -

lawn Gardens Plaza than anything we are
now accustomed to.

Normal strip shopping center develop-
ment in the inner city is on its way out
because of the increased acceptance of en-
closed malls. There does not seem to be an
abundance of land available for the subur-
ban -type shopping center in the inner city.
The mall concept is becoming more desir-
able and will enjoy increasing demand. It
could stay on a miniaturized scale although
I do foresee the possibility of the two -level
inner city shopping center where a local
department store might be the prime tenant
instead of a grocery store.

Although there are apt to be variations
from situation to situation, it might be
valuable to review some of the things we
learned in developing Woodlawn Gardens
Plaza.

First, there is a tremendous amount of red
tape involved in working with government
agencies like FHA and local urban renewal
agencies to conform to their requirements
for construction financing. There are no
short cuts. But some ways are easier than
others. It was of incalculable value to us to
work with an architect and a contractor who
have had experience working with govern-
ment agencies.

It is worth repeating that on a combined
project involving residential/commercial
construction on a single -mortgage FHA
requires use of one architect and one
contractor. It is true this did not occur at
Woodlawn Gardens, and an agreement was
eventually reached between the architects
and contractors for both developments.

Had the various individuals concerned not
been able to work out agreeable terms-and
if the FHA office had not permitted the sub -
architect, sub -contractor arrangement-the
additional costs would have caused a major
setback. If you ignore this precaution and
have to switch architects and contractors
after you have designed your buildings and
let your bids, you could be inviting a bigger
and more costly headache.

It is important to remember that even
with the best planning and implementation
a government -aided development will take
longer from start to finish than private
projects. You must plan accordingly. Your

normal leasing and promotion timetable
may need to be adjusted to this reality and
your rent projections may have to be more
flexible.

Second, the desire of minority groups o
establish a community business base is likely
to involve such agencies as the Small Busi-
ness Administration. This will spin out more
red tape. Perhaps with some experience,
this process will become simpler or quicker.
But now it means more time. Presently
there is no "normal" time lapse from lining
up prospective tenants to hanging your
"Open for Business" shingle. You'll want to
think about this in your cost eficiency pro-
jections.

You will have to modify the scope and ap-
proach to planning an inner city commercial
facility, especially if it is part of an urban
renewal development. You are probably ac-
customed to having a developer approach
you with available land and a request to
make the most of it. Customarily, you'll
start with a department or food store, in-
clude a drug store and then follow some
pattern for additional stores on the basis of
experience and demographic data. You'll
know what, where, and how big everything
ought to be.

But the core area development has limita-
tions. You ordinarily don't have enough land
or money to do things the way you do in
suburbia. Nor do suburban solutions fit in-
ner city needs. And where you do have
parallels, you'll have to utilize your space
expertly to provide enough space for the
right kinds of businesses to make each suc-
cessful and the whole center profitable.

Finally, I want to repeat my observation
that there is an enormous amount of desire
and ability in the black community to help
you do your job. This can be one of your
most important resources and should be
sought on a fair and equitable basis as will
be your skills and services.

leo Koltz, CPM, is assistant vice president, commercial
managenlent division, of Baird & Warner, Inc.,
Chicago. He specializes in shopping center manage-
ment and leasing and has had 15 years' experience as
a lease negotiator for major chain operations. In

addition to Woodlawn Gardens Plaza, he is re-
sponsil)le for the management of seven other Chicago
area shopping centers. Mr. Koltz is a member of the
Chicago Real Estate Board and the International
Council of Shopping Centers.
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leo Koltz, CPM, is assistant vice president, commercial
managenlent division, of Baird & Warner, Inc.,
Chicago. He specializes in shopping center manage-
ment and leasing and has had 15 years' experience as
a lease negotiator for major chain operations. In

addition to Woodlawn Gardens Plaza, he is re-
sponsil)le for the management of seven other Chicago
area shopping centers. Mr. Koltz is a member of the
Chicago Real Estate Board and the International
Council of Shopping Centers.
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Tenant Movements:
Retrospective and Perspective

Tenant Power! This is the volatile cry be-
ing echoed across various sectors of the land.
What does it mean? How extensive is it?

What will its effect be? To fully understand
the possible ramifications of tenant move
ments, is will be useful to explore in retro-
spect some of the causes as well as the
forms the movement has taken thus far.

It should be obvious by now that tenant
movements are not-nor will they be-iso-
lated to areas such as Berkeley or Ann Arbor
even though the past activities in those com-
munities have been responsible for a great
deal of national publicity.

Tenant organizations have emerged in
many areas and have not been exclusively
confined to college environments. They
have affected the broad spectrum of housing
from low-income to luxury and have in-
cluded in their ranks a full range of political
and economic philosophies. Tenant move-
ments cannot be dismissed as representative
of only left-wing radical thought and action.

Many professional managers and owners
attended a three-day conference on tenant
movements last November in Chicago, spon-
sored by the Urban Research Corporation.
The information that flowed from that con-
ference permits isolating certain important
information of a historical nature that will
provide insight into causal factors.

PAST EXPERIENCES

Many owners and managers may express
shock and disbelief when confronted with
the fact that a great many tenants live in fear
of the landlord. Yet, the fact is, they do.
Not just the poor or minority groups, who
have traditionally lived in fear, but the rich
and socially secure "WASP" as well. Fear of
the landlord is not the special province of
any one socio-economic group or race.

What do tenants fear? To begin with, they
fear eviction or rent increases. They fear that
any complaint or demand on the landlord
to meet his obligations will result in their
being branded as malcontent trouble-

by Lloyd 0. Hanford, Jr., CPM

makers. They fear that the landlord will use
the remedy of eviction or rent increase to
rid himself of anyone who appears to
threaten the peace and security of his in-
vestment.

Most professional owners or managers
may be oblivious to this fear because they
have consistently attempted to operate their
properties on a high standard of mainte-
nance and efficiency. Yet how often has a
routine building inspection revealed prob-
lems that no one bothered to report? Why
aren't these things reported? Is it disinterest
by occupants affected, or is it fear?

It is probably a reasonable, albeit un-
proveable assumption that the silent major-
ity tenant group is silent because of some
fear of retaliatory action. This fear is almost
a conditioned response, based on actual,
observed or taught experiences extending
back from the present generation to parents
and grandparents.

What are some of the major complaints
against landlords expressed by tenants?

At the top of the list probably would be
unexplained, unusually high or arbitrary rent
increases. Following this would be the land-
lord's inattention-directly or through his
agent-to proper and prompt service of
maintenance problems. Next in line might
be the addition of services and amenities
that are not wanted or needed but for which
tenants are charged or billed.

The whole issue can be summarized as a
relative lack of meaningful communication
between landlord and tenant.

Why has it taken until 1970 for tenants
rights movements to emerge? Obviously,
1965-1970 was a period in our history when
human rights were being redefined and ex-
panded. Just as obviously, change would
probably have been very modest had it not
been for the assertive action of citizen
groups.

Unfortunately, not all assertion has been
peaceful even though peaceful demonstra-
tion was the initial vehicle. Equally unfortu-
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Tenants, owners and managers were
brought together to discuss the thrust
of the tenant movement during a

three-day seminar in Chicago spon-
sored by the Urban Research Corpora-
tion. Among those who participated
were CPM's I. Maximilian Martin, En-
rique Valleclor, and Joseph C. Murray,
l)iCtUreCI here.
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nate is the obvious fact that our institutions
have basically failed to respond promptly to
apparent inequities in the system. Rather, it
seems to take a movement or demonstration
to attract enough attention to initiate imme-
diate change.

Institutions are tradition -bound and their
methods sometimes cumbersome which
they fail to adjust until properly threatened.
This does not mean necessarily violent or ille-
gal acts and can be totally peaceful and legal.
By now the citizenry at large is well aware of
its inherent rights and of the potential im-
pact of organized action as opposed to in-
dividual concern. This is one basic explana-
tion behind the long delay in tenant action.
The causes and complaints have always ex-
isted. They didn't just happen; rather, ten-
ants have just begun to awaken to the
possibilities of group action.

A second major contributing cause is the
lack of acceptable housing alternatives. For
the first time since World War II, rental
housing nationally is in short supply, partic-
ularly at the lower- and middle -income
levels.

It used to be possible for a tenant to exer-
cise an acceptable remedy against delin-
quent ownership: he could move. Equally
possible was the landlord's right to tell any
unhappy tenant that he could move out if
he didn't like the deal. In a relatively free
market, this remedy is totally acceptable to a
majority of tenants and thus no tenant
movement would naturally evolve.

Howeyer, remove alternative housing op-
portunities and the remedy is completely in
favor of the landlord who has nothing to
lose. Alternative housing opportunities can-
not be expressed in terms of total units va-
cant; to have alternatives means equal or
better accommodations at an economic
price from the tenant's standpoint.

Combine an awareness of rights with a
housing market short on alternatives and it
is very logical to expect protective, organized
tenant action.

What form has this action taken? There
has been no one consistent pattern and new
patterns will probably emerge as time goes
on. Some tenant organizations have been
structured to one building or project; some
have involved neighborhoods and in some
cases have extended to an entire commu-
nity. They have been started by individuals
who are tenants in the building concerned;
by outside professional agitators and prob-
ably have been stimulated by independent
political groups. Tenant organizations have
been both political and apolitical in nature.

The use of an independent agitator or or-
ganizer does not automatically have political
overtones. Many professional agitators, paid
or unpaid, act on the basis of their own feel-
ings of social conscience without advocating
any major revision of political or economic
systems. Others, however, may be politically
motivated, but there does not appear to be
a discernable norm.

TENANT MOVEMENT APPROACHES

Tenant action groups seem to take three
basic directions in terms of approaches to
landlord -tenant problems.

The first method involves a group of con-
cerned tenants within a project, neighbor-
hood or community who want nothing
more than the assurance that they will re-
ceive fair treatment and that the owner will
be obliged to honor his responsibilities to
them as a group of concerned customers.
This direction does not involve any particu-
lar political posture or economic belief and
in fact tends to be non-political even though
the group may sponsor legislative change
resulting in laws to protect the tenant popu-
lation more adequately.

The second direction may be political in
nature and urge sweeping changes in the
economic system. Those involved appear to
regard as an economic evil the fact that
landlords profit by supplying housing, which
is a life necessity. They favor the emergence
of some system that would make housing a
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quasi -public utility with ownership control-
ling or eliminating profit incentives. They
also favor tenants having an extensive voice
in managing their housing environment.

The third direction is less definable and
may seem to be basically anti-establishment,
with housing representing only one target.
This group may express concern over rents
and maintenance but this may only be a
means to an end far beyond solving housing
problems. They can employ tactics of har-
rassment to force default or foreclosure
rather than to cure an existing problem.

The achievement of any one of these
three goals can result in the formation either
of a tenant organization of an informal na-
ture or of a highly organized union com-
plete with contract. The purpose of the
group will set the tone of reasonableness (or
unreasonableness, as the case may be) that
the union contract will take. Failure of land-
lords to sign such a contract can result in
strikes as severe as those of labor unions
against recalcitrant management.

The foregoing is not intended to be an
oversimplification of extremely complex
ideas. Its purpose has been to point out pos-
sible directions action may take rather than
to explore in depth the ideologies behind
them. Since this article is oriented to the
management profession, it is recognized
that, irrespective of the ideology expressed,
management will have a problem to solve.

MANAGEMENT APPROACHES

What approaches can management utilize
to avoid disastrous confrontations with ten-
ant groups? This is the most important ques-
ton. Only through sophisticated techniques,
fully supported by enlightened ownership,
can serious problems be avoided when con-
frontations occur.

Naturally, it would be preferable to devise
a system that would make unnecessary the
formation of any organized tenant move-
ment; in part, this may be possible through
an aggressive, positive and responsive man-
agement program. However, it should be
recognized that such a program may not
totally alleviate the base cause behind the
organization of a tenant group.

The most critical mistake management

can make is to dismiss or ignore a tenant
organization on the false hope that it will
die of its own accord. Failure to respond to
or meet with a group does no more than
terminate communications before they be-
gin. It is only a frustrating tactic, not a cura-
tive one, and frustration breeds less respon-
sible behavior. Physical, albeit nonviolent,
confrontation is almost a certain result of
nonresponsiveness.

Upon request, management or ownership
should be ready and willing to meet with
any single tenant or group of tenants to dis-
cuss cooperatively all areas of mutual con-
cern. Keeping an open forum is the best
insurance against disruptive confrontation
provided all agreements made by manage-
ment are being fulfilled. Promises alone will
not suffice.

It would be suicidal to reject a group on
the assumption that it does not truly repre-
sent the majority of tenants. The extent of
its representation and of grievances cannot
be evaluated until they are heard with an
open mind. Even if only one tenant steps
forward, his grievance may affect all the ten-
ants and curative action benefitting them all
would be indicated if the complaint is valid.

Valid, legitimate grievances should not
require a tenant rent strike or major con-
frontation as the sole means of initiating
curative action by the landlord. Solutions
should be set through enlightened communi-
cation with tenants. When dealing with re-
sponsible tenant groups interested only in
securing a fair policy, the open door will
prove the best deterrent to unreasonable
demand, rent strikes or disruptive con -
f ron tat ion.

When confronted by a group whose goal
is a change in the economic system, the
path is more difficult and less certain in its
result. If the group wants quasi -public own-
ership of all rental housing and its operation
placed on a nonprofit basis, there is an in-
herent conflict between the existing eco-
nomic system and the one desired by the
group. Just solving maintenance problems
and agreeing to keep rent increases within
reasonable bounds will not be thoroughly
responsive to the demands.

Under our present political and economic
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system, the property owner who purchases
the building does so with the assumption
that he has a right to earn a return on his
investment, subject only to economic
change. Naturally, owners would reject a
demand that they forego their investment
return, and if a tenant group proposes this
remedy to tenant problems, both landlord
and tenant find themselves locked in a ideo-
logically polarized dispute.

Obviously, management is somewhat im-
potent in contributing a meaningful solution
to this particular situation. Only a major
change in the national housing ideology can
propose a solution. In the end, housing will
have to remain properly managed, irrespec-
tive of what ideology may emerge.

The only positive step management can
take is to attempt to establish reasonable
negotiation to assure fair treatment of ten-
ants and to communicate ownership's prob-
lems to the tenant group in order to estab-
lish an atmosphere of responsiveness and
understanding on both sides. This is no sure
cure but then neither is an ideological fight
or major tenant rent strike.

The most difficult problem to handle will
be that generated by groups whose sole aim
is to force ownership to abandon their in-
vestment to the tenants. Philosophies in this
arena are so polarized that meaningful or
reasonable negotiations are all but fore-
closed. The only action ownership can take
short of capitulation to demands will be
legal rather than communicative in nature.

WORKING TOWARD SOLUTIONS

It is known that present housing systems
involving public or quasi -public control
have failed to solve the most dominant
problem; that is, to provide adequate hous-
ing for all at an economic price. With the
exception of Sweden, no country, irrespec-
tive of its housing system, has adequately
met the needs of its people. Sweden is a

special case and cannot be translated into
a viable solution for larger countries, partic-
ularly where the population is not homoge-
neous.

Our attempts at publicly administered
housing have not reduced operating costs
even though rent is subsidized. Rent control

in New York has been a total failure for all
except those who are fortunate enough to
hold a rent -controlled unit. Rent control and
the consequent limits of profitability have
not resulted in the creation of new housing
but rather drastically inhibited it. Code en-
forcement under rent control has not im-
proved housing conditions; rather, it has
resulted in the abandonment of hundreds of
thousands of units to the city or state. The
negative results of rent control more than
outweigh any positive benefits to tenants.

Our present profit incentive system prob-
ably comes closer to holding the key to solv-
ing housing shortages, even though present
shortages indicate the system is not perfect.
In meeting tenant groups management
should be well versed in housing history
and programs in order to explain adequately
ownership's position. If tenants can under-
stand ownership problems or that all housing
problems are not landlord -induced, then
meaningful progress may ensue.

This article has stressed the importance of
communications but communications are to-
tally wasted unless ownership follows
through on all problems. Merely to acknowl-
edge the existence of problems and promise
action is not an adequate solution. Once a

commitment is made, action must be initi-
ated within an agreed -upon time limit; fail-
ure to do so will result in a major credibility
gap.

This applies to all forms of complaints. An
individual maintenance complaint where ac-
tion is promised deserves follow-through. All
too often management may promise imme-
diate action to a complaint from a tenant and
then learns from the appropriate repairman
that no repairs can be made that day. Man-
agement shrugs and says, "Okay, fix it tomor-
row;" however, it does not communicate
this information to the tenant. While man-
agement may believe it has carried out the
tenant's request, the tenant may not agree
when he returns home and finds no action
has occurred.

A follow-up call to the tenant, a note un-
der the door or in the mailbox explaining
that repairs will he forthcoming will indicate
to the tenant that action is being taken. If
the management program is based on the as -
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too often management may promise imme-
diate action to a complaint from a tenant and
then learns from the appropriate repairman
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row;" however, it does not communicate
this information to the tenant. While man-
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tenant's request, the tenant may not agree
when he returns home and finds no action
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A follow-up call to the tenant, a note un-
der the door or in the mailbox explaining
that repairs will he forthcoming will indicate
to the tenant that action is being taken. If
the management program is based on the as -
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sumption that where tenant comfort is con-
cerned, the tenant is entitled to the same
information possessed by management, then
a reasonable system of communications will
ensue.

Enlightened management should recog-
nize the basic fear of tenants to exercise their
rights because of their belief they could be
evicted for doing so. Unquestionably, retalia
tory eviction may have been a solution in
the past to tenant -related management prob-
lems. It certainly is easier to tell a complain-
ing tenant to move than to respond to the
problem.

However, today, solutions of this character
are incompatible with the principle of good
management. Whether or not local laws for-
bid retaliatory eviction, sophisticated man-
agement should absolutely refrain from the
practice because it not only may become the
catalyst of a tenant mass action but also rep-
resents prejudicial treatment. Tenants should
never be threatened with eviction because
they complain about maintenance, services
or rent levels nor should their participation
in any tenant organization be a cause for
eviction.

The only cause for eviction should be re-
fusal or failure to pay legally due rentals, ac-
tual breaches of leases or conduct that vio-
lates the rights of other tenants or threatens
the safety of the building (i.e., acts of willful
negligence, damage or vandalism).

Management should conduct a public rela-
tions effort designed to encourage occupants
to inform management about problems,
giving them assurance that legitimate com-
plaints will receive prompt action and that
whether justified or not, their complaint will
not have any negative effect on their con-
tinued tenancy.

In many sections of the country, operators
have used the exorbitant rent increase rather
than eviction as the vehicle to force a tenant
to move. Enlightened management should
avoid this practice also since in reality it has
the effect of being an eviction notice.

Communicating rent increases to occu-
pants is a major area needing review. Tradi-
tionally, operators merely notified tenants of
the increase without any more than the legal
phraseology to make the increase effective.
Sometimes an apology type of explanation
has been offered, blaming the increase on
rising taxes and salaries. While in the past
this may have been satisfactory, if a raise is to
be put into effect today, a more humane ap-
proach considerate of the public image of

the project should be used.
If an explanation is offered, it should be

factual. For example, if the increase is attrib-
utable to rising taxes, the amount of increase
should be equal to the tax increase. If the
raise extends beyond taxes, then manage-
ment should acknowledge this fact openly
and attribute the differential to inflation off-
set or rent market equalization (if the in-
crease is for the purpose of equalizing to
other buildings). Honesty in presenting rent
increases will build tenant confidence in
management and establish credibility where
other programs are concerned.

The amount of the increase should also be
considered. In a market where alternatives
are limited, sophisticated management must
realize that the tenant could be forced to pay
what the traffic will bear rather than a fair
rental.

Management must be cognizant of the fact
that rentals for occupied units usually lag
behind market. However, increasing these
rentals to market may represent more than a
small percentage increase in some cases.
Where this problem exists, raising rent to the
top market level should be reserved for turn-
over situations. Present tenants should not be
increased beyond reasonable percentages or
ability to pay.

This can be monitored by maintaining
two rent schedules. The first is a renewal
schedule for present tenants and the other
the rate for new incoming tenants. There is
no inconsistency in this approach since many
segments of commercial endeavor extend
reduced rates to existing customers as differ-
entiated from new ones.

There are no hard and fast rules for gov-
erning what represents a fair increase since
each situation must be evaluated on its own
merit. As a guideline, management should
attempt to analyze a proposed increase from
the tenant's standpoint before making it ef-
fective. If analysis convinces management
that the raise is not inequitable, then it can
proceed with the satisfaction that fairness
exists.

A new complaint of tenants is the lack of
voice in situations involving their housing.
For example, management may unilaterally
make improvements or add facilities and ser-
vices to establish an improved rent level
without first ascertaining whether or not the
tenants want these improvements and are
willing to pay for them. This type of com-
plaint suggests that not all managers consider
their customer demands and needs before
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embarking on programs. The apartment op-
erating business has changed to a point re-
quiring more detailed consideration of the
tenant position; experienced apartment man-
agers have been following this practice for
some time.

Tenant demand for a voice in their hous-
ing may take the form of a tenant council or
union. Where low-income housing is con-
cerned, the tenant council is becoming an
essential arm of the overall management pro-
gram. Management is well advised to en-
courage the formation of a tenant council
in low-income buildings and should actively
participate in its formation.

It is essential that an effective tenant coun-
cil have a clear definition of its duties, re-
sponsibilities and paths of action, and man-
agement should not hesitate to assist in
formulating these. However, once formed,
management should not attempt to dominate
the council or participate in meetings unless
invited to speak. To be effective the council
must have a good degree of independence
which, if properly supported by manage-
ment, can be an asset to the entire manage-
ment program.

The need for tenant councils in middle -
income and luxury housing is not as urgent
as in low-income situations and their ulti-
mate formation may be more an expression
of dissatisfaction with current management
performance. If management is following ag-
gressive policies designed for the benefit of
the tenant as well as the project, then tenant
councils are not inevitable.

The lease document used in apartments
should be stripped of its language or clauses
that convey the impression the tenant is

without rights. As much as possible, compli-
cated legal language should be reduced to
understandable English. Impractical or legally
unenforceable provisions should be removed.
If possible, substitute words for "landlord"
and "tenant" should be employed.

Rules should be stricken where it is ob-
vious that common decency requires adher-
ence. Occupants violating the standard
would be better dealt with on an individual
basis. For example, a rule such as "tenants
will refrain from throwing garbage out of
windows" is still found in many residential
leases and is clearly a throwback to the tene-
ment days. Such a rule offends the intelli-
gence and character of the renter and
accomplishes no purpose. In short, the resi-
dential lease document should be modern-
ized to convey an intent of fair treatment

to both the building and the renter.
Regardless of individual sophistication,

professional managers should accept the fact
that many non-professional operators have
over the years tended to disregard their con-
sumer. More often than not, the renter (con-
sumer) was viewed as an evil necessity to be
tolerated only. This basic philosophy is ob-
viously wrong and undoubtedly it underlies
the trend to more activist groups. Profession-
als and the owners they represent are cogni-
zant of the importance of the tenant to the
success of the project and should take the
lead in thinking and acting innovatively.

The last chapter on tenant organizations
has not yet been written. In fact, the first
chapter is not yet finished. Managers must
remain alert to philosophical changes in the
market as well as shifting tenant demands.
The tenant must be regarded as a valuable
customer whose continued good will is im-
portant to the success of a venture. With this
approach, experienced professional man-
agers can adopt whatever programs or tech-
niques are necessary for the good of all.

In essence, professional real estate man-
agement is a service business where the
needs of both owner and renter are served. If
there were no such thing as tenant problems
or operating problems, the management pro-
fession would not have a raison d'etre. The
times ahead will present more challenging
problems than the past, and the professional
ability to meet and respond to challenge in a
positive and constructive way will become of
paramount importance. The manager will
have to take the lead in educating tenants to
the landlord's problems and landlords to the
tenant's problems in order to develop sys-
tems and programs that will effectively meet
the needs of both.

Lloyd D. Hanford, Jr., CPM, is president of Lloyd D.
Hanford, Jr., & Company, a management consulting
firm in San Francisco, which he recently formed. Pre-
viously he was vice president of Hanford -Freund &
Company. In 1969 Mr. Hanford was national president
of the Institute of Real Estate Management and he
presently serves the organization on its executive,
planning, and faculty review committees. He is also a
member of the American Institute of Real Estate Ap-
praisers and the American Society of Real Estate
Counselors. Mr. Hanford holds an AB degree in politi-
cal science and economics from the University of Cali-
forn ia.
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Comprehensive research shows that the
medical office must change to meet the
technological progress of the health-care
field. The decade of the '70s marks the start
of a new era of medical facility development
that challenges the medical profession, the
designer -architect, the developer and the
professional manager.

CHANGING OFFICE REQUIREMENTS

The end of World War II marked the be-
ginning of a trend toward the decentraliza-
tion of medical office buildings. For many
years a community's central business dis-
trict housed a concentration of physicians
serving the majority of the area population.
With the end of the war, relocation into
outlying suburban districts or to the vicinity
of a hospital became the vogue.

The post-war surge towards decentraliza-
tion was not and still is not absolute. A re-
cent comprehensive medical facility survey
of a typical metropolitan area confirms that
25 percent of all the community physicians
have retained their central business district
office location. It is of interest to note that
some of these practitioners have even a sec-
ond office, generally in an outlying area and
usually in the vicinity of either a shopping
center complex or a general hospital.

The survey results are also rather defini-
tive in showing that the largest number of
doctors in the central business district are
specialists and that this location continues
to exert a strong attraction.

Mobility of the patient and physician con-
venience were not the only factors in the
post-war relocation drive. Spatial needs,
quality of facilities, growth in the profes-
sional ranks as well as the general post-war
boom were all contributing factors.

Many of the "new" offices were in smaller
clinical structures housing two, three or per-
haps as many as 10 physicians. Parking was
provided on a limited basis. Other "new"
medical offices developed as leased ten-
ancy in multi -use general office buildings.

The illusion of a medical building was com-
pleted by the addition of a radiological suite,
clinical laboratory, pharmacy and optician.

As developmental sophistication contin-
ued through the '50s, the smaller building
gave way to the larger structure, and the total
medical tenant office building became the
new trend. Such a complex has had a nag-
ging problem; it was and is basically a gen-
eral office building with individual physician
or physician -associate tenancies. Each prac-
titioner was (and is) a tenant with his own
facilities for administration, reception, ex-
amination, diagnosis, consultation and treat-
ment. Medical office partnerships, in most
cases a single specialty of medical practice.,
share commonality in reception and admin-
istration. Conceptually, however, the physi-
cians are primarily tenants with specialized
leasehold improvements.

CHANGES IN MEDICAL CARE DELIVERY

Social, economic and political implica
tions color the entire future of the delivery
of medical care. The primary physician to-
day is involved in a world of change result-
ing from ever-increasing research and knowl-
edge, technological progress and a growing
demand for services from an ever-expanding
population. However, the medical practi-
tioner has not been able to meet these in-
creasing demands upon his time, his knowl-
edge and his energy.

Many studies have been directed toward
analyzing the growing problems in the medi-
cal care field. Some of the conclusions are
worth discussing for the professional prop-
erty manager:

A growing population with a relatively
stable number of practitioners strongly
points to the need for change in the educa-
tional system in order to attract sufficient
numbers into the medical profession. Some
fear has been expressed at the lack of inter-
est by medical graduates in the primary
health-care field although some renewed
interest is being noted. Reliable estimates,
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however, place the solution to these difficul-
ties 10 or more years in the future.

Increasing emphasis is being placed upon
para-medical assistance. This is a new health-
care development where professionally
trained medical assistants do much of the
preliminary screening and minor treatment
presently being done by doctors. Recogni-
tion and utilization of this type of medical
service is growing rapidly as more demands
are placed upon the already limited time of
physicians.

Re-examination of the nursing role indi-
cates a renewed emphasis on health care
and reduced administrative duties.

A conceptual change in the physical facil-
ities housing medical offices is necessary to
include more diagnostic and treatment facil-
ities for more efficient patient care and
treatment. The thrust of the new facility
utilization must be full medical capability
and complete functional flexibility, and there
must be better analysis of the facility over-
head related to the primary delivery of med i-
cal care.

Physically, the medical facility can no
longer be accommodated by the conven-
tional office building; it must become a
wholly specialized structure including a

number of new concepts:
 Medical suite efficiency. A modular ap-
proach of consultation -examination units
that provides ease and convenience to the
physician in making the most efficient use
of his time and overhead burden.
 Separate treatment areas. Many medical
appointments are of the type that can be
directed to specialized treatment areas which
utilize skilled assistants and technicians and
do not burden the consultation -examination
suite.
 Diagnostic facilities. Increased emphasis
must be placed on one -stop facilities cov-
ering a broad spectrum of procedures. Labo-
ratory facilities and expanded X-ray capabil-
ity is a prime requisite. Such planning greatly
adds to patient convenience and these fa-
cilities will also be a source of clinical in-
come as well. The end result is a faster diag-
nostic program under the control of the
primary physician.

Internal service flexibility. Ability to
change, adapt, add, modify or delete areas
in the light of ever-increasing medical knowl-
edge and technological changes requires the
purely medical -oriented physical structure.

It is increasingly clear that the medical
building can no longer be a conventional
office building with medical tenants; the
physical structure must take on the special
purpose form and capability designed to
serve the future with all its coming medical
advancements.

THE PROBLEM OF COST

Everyone appreciates the increases in con-
struction costs that add to the overhead
burden. It is self-evident that the totally
medical -oriented facility will have such
added costs because of the needs of the
profession and its advancing technology.

Because of these purely constructional
problems, several considerations must be
applied to the solution of medical facility
requirements. One research project recently
completed by our firm successfully related
patient load as a new rental cost considera-
tion; namely, that rental costs could be re-
lated to the number of patients treated and
that increased efficiency in treatment stabi-
lized overhead cost even though rental bur-
den was increased by the new requirements.
Many doctors indicate an ability to treat a
greater number of patients if physical facil-
ities are available.

Building costs are further tempered by
other savings. These include:

Central administrative areas including ac-
counting and business functions.

Central patient chart storage and retrieval.
Increased efficiency in patient appoint-

ment scheduling, aided by more efficient
examination suites and ancillary treatment
areas. The entire load of each patient visit
does not fall to the doctor but to the specific
purpose of such visitation.

Separation of function of personnel.
Increased economic life of the physical

structure by virtue of increased flexibility,
adaptability and utilization. Such an in-
creased economic life may favorably affect
the financing charges as well as the rate of
depreciation.

LOCATIONAL ASPECTS

Our research studies show no great in-
crease in the exodus of physicians from the
present use of central business district office
space. Perhaps this is due as much to the
medical specialty itself as to basic personal
preference of the doctor. The super -special-
ist will, in great numbers, remain as the solo
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creased economic life may favorably affect
the financing charges as well as the rate of
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space. Perhaps this is due as much to the
medical specialty itself as to basic personal
preference of the doctor. The super -special-
ist will, in great numbers, remain as the solo
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practitioner or the office associate for some
years to come.

The new look in the delivery of medical
care may develop in almost any location that
best serves the patient. With comprehensive
diagnostic facilities, the new and modern
clinical building can serve patient, physician
and investor.

The primary health-care facility can and
must be located, as the shopping center is
located: where the medical market-the
people-is best served. At this level will be
located the general practitioner, internist,
general surgeon, obstetrician -gynecologist
and others involved in providing primary
health care.

At the more specialized level, the medical
office building will undoubtedly become an
integrated part of the general hospital cam-
pus and will house not only the primary
practitioner but also the specialist and super -
specialist. The facility will have total avail-
ability of the sophisticated laboratory, X-ray,
therapeutic and diagnostic facilities of the
modern general hospital.

The inclusion of a soundly conceived med-
ical office building to the hospital campus
will do much to stabilize use of the hospi-
tal's laboratory and other facilities. It will
greatly enhance the time and convenience
of the physician and provide better long-
term service to the patient.

Our research supports both concepts
through the decade of the '70s. To fully pro-
vide medical care such variation in concept
and location will help in stemming the pre-
dicted crisis.

ORGANIZATIONAL CHANGES

One of the new mechanisms to utilize
the specialized structures and progressive
changes is to be found in the "group prac-
tice" concept. The "group" practice of med-
icine is not defined in the sense that physi-
cians now practice with their peers in either
loose or formal office or associate affilia-
tions. Rather, it is a growing method of or-
ganization designed to meet medical needs
of the '70s and the decades thereafter.

Group practice can and does take several
forms:

Fee-for-service-basically a cooperative
venture by the physicians, either as a single
specialty or on a multi -specialty basis. Fees
are billed in the traditional manner.

Prepaid-the format is essentially the same

as the "fee -for -service" but is funded upon
capitation prior to need or use of the service.
Funding may be through traditional medical
service insurance carriers, either profit or
nonprofit companies, or through a con-
sumer -oriented cooperative mechanism. Pre-
paid group practice does not imply "social-
ized" medicine although there are those who
equate the two terms. It is true that there
is government interest in prepaid group care
for the economically underprivileged but at
this time such use is a special application.

In the foreseeable future, our research
clearly confirms that group medical practice
will become one of the commonly accepted
methods of the delivery of primary medical
care; however, it will not be the only
method. The specialist (or super -specialist)
will continue to practice singly on a fee -for -
service system well into the remaining part
of the 20th century.

NEW DESIGN PARAMETERS

Group practice and the explosion of med-
ical technology and science requires inno-
vation in building design. Our research pro-
gram supports a minimum size of five
practitioners based upon overhead related to
the costs of the structure, laboratory and
other diagnostic facilities. While an article of
this nature cannot provide the full details,
the economics are well documented by both
study and experience.

There is no real limitation on the upper
limit of size and as many as 100 physicians
or more may be accommodated particularly
in a hospital campus type of structure.

Each facility must include provision for at
least the following:

1. Centralized administrative offices, in-
cluding provision for central data process-
ing.

2. Common waiting areas and receptionist
control.

3. Provisions for central appointment
scheduling and chart retrieval and return.

4. Data processing programs for patient
diagnostic procedures.

5. New evaluation of parking require-
ments based on a more efficient patient
scheduling system, flowing from more ef-
fective spatial utilization.

6. Modular consultation and multiple ex-
amination suites to allow the primary physi-
cian to use his time most effectively.

7. Modular patient treatment areas apart
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from the examination suites. This will allow
for increasing use of para-medical assistants.

8. Adequately -sized X-ray, lab and opera-
tory modules related to clinical size and pa-
tient service areas.

9. Ancillary service of optical and pharma-
ceutical facilities, coordinated to clinical size
and service area.

10. Dentistry capability related to the ba-
sic medical module and service area.

In spite of the needs of the new modes
of medical service, the individual space re-
quirements for the medical practitioner will
not vary greatly from that being utilized in
less useful and less specialized facilities in
current use. In short, the basic designs show
10 doctors using 10,000 square feet in new
facilities which is comparable to the area
now found in present, nonspecialized ac-
commodations.

Prototype designs and modules can be
and have been carefully engineered which al-
low for maximum utilization and service
now and into the foreseeable future. The
need is here; it can be met.

FINANCIAL ASPECTS

Medical buildings are not inexpensive and
operational costs are substantial. Since the
entire thrust of the new clinical building is
maximum operational efficiency, it will en-
joy a lengthened economic life and be less
affected by depreciation.

Because of the financial strength of the
group medicine program, when properly
funded, mortgage costs will tend toward
stability in relationship to the more specula-
tive nature of the conventional office struc-
ture aimed at the same medical market.
Group physician members may participate
and utilize in larger degree tax benefits
through depreciation for an added measure
of investment security.

Research tends to support the thesis that
group medicine will not add to medical cost
but will stabilize, at least in part, medical
expenses for the patient. Such a result is cer-
tainly laudatory.

THE MANAGER'S ROLE

The new medical facility must make use
of the professional manager's expertise if it
is to be a successful venture for the physi-
cian, investor and developer or hospital.

Careful analysis of feasibility requires inti-
mate and up-to-date knowledge of the medi-
cal service market and its future. Unless
feasibility is carefully weighed against con-
stantly changing medical needs, the physical
facility will suffer unduly from functional
obsolescence and a shortened economic
life. The feasibility study should only be
done or even attempted by those who are
deeply involved in the total mechanics of
the delivery of medical care as well as the
economic and operational aspects of the
physical structure.

Operational techniques and innovations
will come from the experienced manager
who knows the problems, programs and pro-
cedures that insure a well -operated, soundly -
financed and well -maintained physical
plant. The proper physical office facility will
help medicine to better serve the public, and
the professional property manager can help
the medical profession in its attainment of
such a goal.

William Brauer, CPM, is president of Real Estate Con-
sultants, Inc., of Milwaukee, providing consultative
management services for the real estate industry and
general business. He recently joined with the co-author
in a new medical facilities consultation service. Mr.
Brauer is a member of the Education Division Council
of REM and is director of its Course Ill as well as
a faculty member of Course II. He is also a member of
IREM's Faculty Review Committee and is the IREM
representative to the NAREB Education Committee. Mr.
Brauer is a past president of the Milwaukee Chapter of
IREM and received the chapter "CPM of the Year"
award in 1966. He is also on the faculty of Milwaukee
Technical College.

R. Arthur Wagner, MSHA, is a member of the American
College of Hospital Administrators as well as the
American Hospital Association. He has been the ad-
ministrator of a major general hospital and a large
extended care facility. Most recently he has served as
vice president of an architectural firm in charge of
health facility planning and programming.
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Making the Computer

Work For You

Property management accounting is highly
adaptable to the computer. Dollar rent po-
tential and the inventory of dwelling units
managed are not volatile factors. The tenant
population fluctuates and changes, but few
industries can show the same stability in cus-
tomers and the same repetitive uniformity in
transactions. At the same time many thou-
sands of income and expense transactions
must be dealt with quickly and accurately.
Updated records and timely operating data
must be immediately available.

Regularity and uniformity are keynotes in
property management accounting. The com-
puter thrives on the discipline of the monthly
cycle and reinforces the good manager's ten-
dency to reduce as many activities as pos-
sible to consistent routine. Exceptions are
minimized.

Once a proven system is set up and work-
ing, the manager knows that the information
coming through to him is sound. He can
make decisions, set. policy, and plan for
growth. He can observe trends and take ac-
tion to cut costs and maximize revenue. In
other words, he can manage.

Most property managers have considered
the computerization of their accounting sys-
tems. Many now use in-house computers or
external data-processing services with vary-
ing degrees of success. The purpose of this
article is not to consider the advantages and
disadvantages of automated accounting. Nor
is it to contrast in-house installations with
outside services. It is simply to show the
characteristics of a working system as points
of reference for property managers faced
with a decision on computerized accounting.

Several articles on this subject have ap-
peared in the Journal of Property Manage-
ment. A notable recent entry was "Compu-
terized Future for Property Management," by
Sidney Glassman, CPM, which appeared in
the March -April, 1970, issue, It is hoped that
the present article will to some degree com-
plement that of Mr. Glassman's. This article
will emphasize the viewpoint of an indepen-

by Michael L. Hughes

dent organization of accountant -data proc-
essors working with a large and successful
property management company to initiate
and sustain a comprehensive computerized
property management accounting system.

Before accepting a property management
accounting service, it is always advisable for
the property manager to consult his indepen-
dent CPA. The CPA's reliance on the system
as justification for his opinion on the prop-
erty manager's financial statements will be
directly proportional to his belief that the
system complies with generally accepted ac-
counting principles.

The external accountant's review of the
system from an internal control standpoint
will assure the property manager not only of
the system's capacity for mathematical ac-
curacy but also of the presence of inherent
checks and balances to minimize irregulari-
ties and eliminate the possibility of fraud.
The external CPA will also welcome the
various mechanical aids, such as the twelve-
month ledger and the auditor's worksheet,
which will facilitate his own work.

OBJECTIVES OF COMPUTER SERVICE

Simplicity and utility are basic needs. In-
put must be routinized, streamlined, and re-
duced to an error -free clerical operation. At
the same time output must be enriched so
that the manager and investor get maximum
leverage and use from the reports.

Computer power alone makes a relatively
minor contribution to these objectives. Peo-
ple are the most important ingredient. At
the input end the computer service needs
practical, experienced people to work with
the property manager's clerical staff. At the
output end it needs accountants educated
and trained to communicate with property
management executives at their own level.

At each point there must be mutual under-
standing of the problems involved. This can
be achieved only by assigning data-process-
ing its true role as a useful device rather than
a dominant factor. The service cycle must
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begin and end with professional accountants
who know property management.

Don't underestimate the task of getting
a good computer service started in your of-
fice, but don't over -react either. One feature
of a good system is its ease of operation and
its compatibility with existing procedures.
Disruptive surveys and chaotic transactions
can result from failure to qualify the sources
of computer assistance.

Just as it's best to sell a property when you
don't have to, it's best to take up with a
computer service when you have everything
under control. A computer system will not
create order where none existed before nor
will it relieve the pressures- of growth unless
it is planned for. There must be control and
discipline before the system starts.

As mentioned above, simplicity and utility
are basic needs. If the service organization

)(. BETHESDA, MARYLAND 20014

cannot simplify back -office procedures and
at the same time increase the quality and
usefulness of management reports, it would
be better to continue with whatever system
is currently doing the job.

IN PUT

Input forms must be few in number, sim-
ple in design. The system being discussed
uses only two specialized forms: cash report
and multi -purpose. In addition, the system
needs a voucher check from which payee
names, expense distributions, account num-
bers, alphabetic explanations and other data
may be taken.

Payments matching a rent card go on the
cash report form (Figure 1) as a single total.
Partial payments and non -rent receipts are
recorded individually. The majority of rent
receipts will match a card. In these cases
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begin and end with professional accountants
who know property management.

Don't underestimate the task of getting
a good computer service started in your of-
fice, but don't over -react either. One feature
of a good system is its ease of operation and
its compatibility with existing procedures.
Disruptive surveys and chaotic transactions
can result from failure to qualify the sources
of computer assistance.

Just as it's best to sell a property when you
don't have to, it's best to take up with a
computer service when you have everything
under control. A computer system will not
create order where none existed before nor
will it relieve the pressures- of growth unless
it is planned for. There must be control and
discipline before the system starts.

As mentioned above, simplicity and utility
are basic needs. If the service organization

)(. BETHESDA, MARYLAND 20014

cannot simplify back -office procedures and
at the same time increase the quality and
usefulness of management reports, it would
be better to continue with whatever system
is currently doing the job.

IN PUT

Input forms must be few in number, sim-
ple in design. The system being discussed
uses only two specialized forms: cash report
and multi -purpose. In addition, the system
needs a voucher check from which payee
names, expense distributions, account num-
bers, alphabetic explanations and other data
may be taken.

Payments matching a rent card go on the
cash report form (Figure 1) as a single total.
Partial payments and non -rent receipts are
recorded individually. The majority of rent
receipts will match a card. In these cases
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FIGURE 2: MULTI -PURPOSE INPUT FORM

the property manager's accounting activity
is limited to cashiering: pull the matching
card and rent slip; deposit the cash using
the rent slip as backup documentation; batch
and send the cards to the computer service.
The cash report form allows for the distribu-
tion and posting of all cash receipts. It will
also accommodate deposits to different bank
accounts.

The accompanying cash report shows Mr.
John Davis moving into Project No. 100 be-
longing to a property manager to whom the
computer service has assigned the perma-
nent I.D. No. 1234. Mr. Davis will occupy
unit No. 201 and garage space No. G-40. The
unit and garage space have been assigned
permanent identification numbers of which
the first four digits are 1045 and 4060 re-
spectively. Mr. Davis is the second tenant to
occupy the unit and garage space so his full

tenant number becomes 10452 for the apart-
ment and 40602 for the garage.

On January 20, 1971, Mr. Davis pays one
month's rent on the apartment and garage
and a security deposit of $100. A prorated
charge will be made in February to bring
this tenant around to a first -of -the month
due date by March 1, 1971. The Davis pay-
ments must be recorded individually be-
cause no IBM card or rent slip was available
when he moved in since the property man-
ager did not know he was coming. (The
computer can carry future move -ins or
move -outs and act on them at the proper
time if such advance information is avail-
able.)

Cash collections from coin -operated laun-
dry machines have been entered on the
sheet and the appropriate revenue account
number designated.
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FIGURE 3: TENANT CARD AND RENT SLIP

Tenant Henry Clay was delinquent and
has incurred a delinquency charge of $1.25.
Even thoLigh his $125 rent payment is de-
linquent, it could have been processed in
the regular batch of rent receipts. However,
it is more convenient to keep his rent with
his delinquency payment since he paid with
one check.

The various collections are totalled and
posted to a reconciliation account at the
foot of the form. Reconciliation with the
cash deposit is effected by insertion of the
total of rent receipts matching their respec-
tive IBM cards.

The multi -purpose form (see Figure 2)

provides input for non -recurring and non -
cash items such as move -ins, move -outs, etc.,
and only the relevant part need be com-
pleted. The form is number -coded to an
instruction manual and supplied in dupli-
cate on NCR paper so that a back-up copy
is available in the property manager's office.
List forms are available to provide the same
information where mass entries are required
and are used for overall rent increases, set-
ting up a new project, etc.

The final input medium is a punched
card. A file of such cards is generated each

month as a by-product of the current
month's processing and is used as input the
following month. These cards reflect the
status of every tenant not only for the cur-
rent rent charge but also for prepayments,
delinquencies, etc. The cards are for ma-
chine processing but are also imprinted with
visual information for ease of handling in
the property manager's office.

Three-part rent slips accompany the cards.
The format of these slips is flexible so that
they may serve as tenant bills, delinquent
notices, internal management documents,
etc. Billing tenants is discretionary with the
manager and is not too common among
those using this system.

In Figure 3 a fictitious tenant card is

shown. Don Doe is tenant No. 50151 in
Project No. 100. The printed address is for
visual reference only since the computer has
this information in storage. Mr. Doe's cur-
rent rent charge is $105, which is shown on
the card. Assuming he pays $105, the com-
puter will update his account and carry the
effect of his payment throughout the system
and into the final investors' reports.

The rent slip, also shown, may be im-
printed in any format desired. The plain slip
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MJG+S REALTY CO., INC. PAGE 1
CASH FLOW STATEMENT

PROGRESSIVE GARDENS APTS

Mj48ER 2327 P0. UNITS 66 P4JIBER 2327 PC. UNITS 66
JULY 31, 1970

CURRENT YEAR TO DATE CURRENT VEARTODATE PER
N4YJNT PER CENT N.VUNT PER CENT BU)GET VAR lANCE BUDGET VARIANCE UNIT

I NCONE

GROSS POTENTIAL- CURRENT PERIOD 9,989.50 100.0 68,986.50 ...12± '4'+4 ..2.JJ!. 1045.25

PREV PERIOD RENTS COLLECTABLE 605.00 6.0 3,894.56 5.6 605 3,894 59.00
PREV 6 PRESENT PERIOD RENT UNCOL. 930.05- 9.3- 4,169.71- 6.0- 930- j- 63.17
NET CHANGE IN COLLECTABLE RENT 325.05 3.2 275.15 .3 325 _____.fl- '+17

LOSS DUE TO VACAAEY 137.93- 1.3- 866.'+8- 1.2- 442- 304 3,216- 2,349 13.12
LOSS DUE TO UNCOLLECTABLE RENTS .00- .00 ________ j
TOTAL RENTAL LOSS FOR PERIOD 137.93-

________
1.3- 866.48- 1.2- 442- 304- j,j- 13.12

FORFEITURES & OTHER RENT RECEIPTS .00- 150.00 .2 50 50- 280- 2.27
TOTAL RENTAL COLLECTIONS 9,526.52

________
95.3 67,994.87 98.5 9,153 373 62,821 5,173 1030.23

LALWRY S OTHER CONCESSION INCONE .00- 1,155.00 1.6 ________ 990 ___J 17.50
TOTAL OPERATING RECEIPTS 9,526.52

________
95.3 69149.87 100.2 373 1047.73

OPERATING EXPENSES:
ADMINISTRATIVE S OFFICE EXPENSE .00 11.21 4 4 19 7 16
ADVERTISIPG - MEDIA .00 250.00 .3 451 201 3.78
FURNITURE RENTAL 36.40 .3 478.40 .6 114 77 303 115- 7.24
INSURANCE -CASUALTY C LIABILITY 185.00 1.8 1,295.00 1.8 1,200 1,015 965 330- 19.62
LAUI+CRY C UNIFORMS 22.88 .2 74.36 .1 11 11- 37 37- 1.12
LEGAL ALOIT 6.00 13.55 6 13 20
MANAGEMENT 381.06 3.8 2,766.00 4.0 360 21- 2,547 219- 41.90
MISCELLANEOUS EXPENSE .00 .00 6 6

PAYROLL COSTS 616.94 6.1 4,443.44 6.4 603 13- 3,913 530- 67.32
REFUSE AND PEST CONTROL 98.00 .9 696.00 1.0 81 17- 605 91- 10.54
REPAIRS ANG MAINTENANCE 525.52 5.2 4,697.10 6.8 1,165 639 5,964 1,266 71.16
SUPPLIES 10.64 .1 82.04 .1 46 35 244 161 1.24
TAXES S LICENSES 1,131.00 11.3 8,513.50 12.3 1,137 8,502 11- 128.99
UTILITIES 1,248.37 12.4 10,659.66 15.4 32 J,!Ji- 161.51
TOTAL OPERATING DISBURSEMENTS 4,267.81 42.7 33,980.26

__,j
_..LQQ 1,740 j ,j,j 514.78

NET OPERATING RECEIPTS 5,258.71 52.6 35,169.61 50.9 _j,jfj 2,113 .QL9I 1J 532.95

DEBT SERVICE:
FIRST TRUST 3,535.00 35.3 24,145.00 ________ 374.92
TOTAL DEBT SERVICE 3,535.00 35.3 24,745.00 35.8 374.92
NET RECEIPTS AFTER DEBT SERVICE 1,723.71 17.2 10,424.61 15.1 390

________
2,113 6,250 4,174 158.03

OTHER RECEIPTS 25.00 .2 25.00 25 25 .38
OTHER DISBURSEMENTS 25.00- .2- 25.00- 25- 25- .38

NET GAIN OR DEFICIT FOR PERIOD 1,723.71 17.2 10,424.61 15.1 390 2,113 6,250 4,174 158.03
OWNER'S BALANCE BEG OF PERIOD 1,053.17 10.5 1,431.01 2.0 1,053 1,431 21.68

DISTRIBUTION TO OWIERSHIP 1,053.17- 10.5- 10,131.91- 14.6- 1,053- .Q1J.J.- 153.51

OWNER'S BALANCE EI'I) OF PERIOD 1,723.11 17.2 1,723.71 2.4 390 2,113 6,250 4,526- 26.20

FIGURE 4: INVESTOR'S REPORT

I.D. NG: 4990 NiCHES REALTY COIPAN'(, INC., IWESTORS REPORT JULY 31, 1970 PAGE
PROJECT PC: 0101 PROGRESSIVE APARTMENTS 1000 WISCONSIN AVE NW WASHINGTON DC 20016

YEAR TO DATE
JULY JUNE MAY APR MAR FEB ThIS YEAR LAST YEAR

I NCONE:
RENTAL INCCE:
RENT POTENTIAL
PREPAID EM) OF PERIOD
DELIMUENT BEG. OF PERIOD
PREPAID BEG. OF PERIOD
DEL IPQJENT EM) OF PERIOD
VACANCIES
RENT LOSS
QUARTERS ALLOWANCE
NET RENTAL INC

OIlER RECEIPTS:
PARKING INCOME
LA&RORY MACHINE
MISCELLANEOUS INGOWE

TOTAL OTtIER RECEIPTS

TOTAL INCOME

OPERATING EXPENSES:
RENTING:

ADVERT IS ING

COLLECTION FEES
TOTAL RENTING EXPENSE

ADMINISTRATIVE:
OFFICE SLI'PLIES I'AD EXPENSE

14,762 14,132 14,692 14,652 14,640 14,176 101,772 95,733
184 140 213 277 874 3,365

35 100 365 865 2,670
184- 140- 273- 277- 874- 3,365-

35- 100- 500- 3,290-
10- 100- 100- 242-

20- 20- 51
275- 175- 175- 175- 171- 175- 1.325- .........22!-14,303 14,601 14.384 14,498 14,707 14,246 100,692 j,jj

660 605 605 530 630 560 9,195 3,625
70 70 70 10 70 70 490 420

6 ____ ____ 6____
730

____
675 681

____
600 700 630 4,691 _9

15,033 15,276 15,065 15,08 15.407 14,876 _j95j83

16 75 14 68 192 260_ _ _ _ _ _ _ -a
16 75 _________ 14 68 _________ 192 319

MANAGEMENT FEES 526 S34 527 528 539 520 3,688
AUDITING 675 675
TELEPNG4+ APO TELEGRAPH 27 21 27 23 28 29 190

TOTAL ADMINISTRATIVE EXPENSE 553 556 1,230 552 567 599 4,553

FIGURE 5: OPERATING REPORT

2,948
650
236
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shown here serves as backup for the bank de-
posit. Copies may be appropriately stamped
to act as delinquent notices or counter re-
ceipts. Formal rent bills may take the place
of rent slips when such a need exists.

For cashiering, the cash report and the
punched card are used. Only exception
items need be listed on the report; receipts
which match their respective cards are en-
tered as a single total. For other data affect-
ing tenants the multi -purpose form is used.
For cash disbursements the voucher check
is used. A copy goes to the service bureau
with the information needed to distribute
the expense to the appropriate project and
expense account. A single checking account
may be used for multiple projects, but indi-
vidual accounts are also in order.

Note that the various blocks on the input
forms are number -coded for ease of refer-
ence to an instruction manual. The manual
covers all contingencies with explicit instruc-
tions and sample entries, minimizing the
need to consult service people. The manual
may fall into disuse as the property man-
ager's clerical staff gets used to the system,
but it is useful for instructing new person-
nel and may be updated as new features
enter the system.

OUTPUT

The computer is prolific and fast but not
too bright. Given a quantity of data, it will
permute, combine, and regurgitate indef-
initely. This sometimes tempts people to de-
mand too much information at too frequent
intervals without regard to its marginal value.
The problem is not to visualize new uses
for the computer but to restrict its produc-
tivity to hard-core output of immediate
value.

In this article we will illustrate a few
representative outputs of the system under
discussion. Figures 4 through 8 show two
types of investors' report and several com-
puter printouts for internal use in the prop-
erty management office.

The investors' report and budget shown
in Figure 4 is one of several versions pro-
duced by the system. It shows current month
results both in dollars and with each item
stated as a percentage of gross rent potential.
Year-to-date results are expressed on the
same basis. Current period and year-to-date
budgets with variations from actual are also
shown. The per -unit figures are based on ac-
tual results, and the definition of "unit" is
flexible: dwelling units, bedrooms, square
feet, etc. The investors' report is totally dis-
cretionary with each manager as to account
titles, groupings, and formats.

Figure 5 sets out the operating results,
month by month, for the past six months. It
also shows year-to-date results for this year
and last year. It can be produced in several
versions. Two such reports will cover monthly
operations for an entire year. The report
moves forward through the year picking up
the latest month and dropping the earliest
month as it goes. It is a valuable management
document for spotting trends and maintain-
ing control.

The rent roll report (Figure 6) gives infor-
mation about each tenant and unit as of the
first of each month. Information such as
leasing data interests management, but the
whole report is essential for the rent clerk to
know the status of each unit at any time. It is
the basic working document, the "bible,"
and one is provided each month. Multiple
copies are available.

To maximize the value of this document
to internal managers at various levels the
following features have been incorporated:
 A separate rent roll listing for each project.
 Move -out dates are shown for departed
tenants. Among other things, this flags secu-
rity deposits not refunded or forfeited.
 The amount and date of the last rent in-
crease.
 Lease expiration analysis for the twelve
upcoming months. (Separate lease expiration
reports are also made available.)
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FIGURE 7: RENT STATEMENT

 Move -in dates to show relative stability
of tenants.
 Tenant and unit profiles using codes de-
vised by property manager.

Unit turnover to spotlight troublesome
units.
 Security deposit information to eliminate
separate control ledgers for escrow funds.

The rent statement (Figure is an ac-
counting document. It organizes information
and generates entries into the books and
records of the property manager. In contrast
to the rent roll listing, which is a statisti-
cal document designed to keep the property
manager's staff up to date on the status of

tenants and units, the rent statement is ori-
ented towards accounting controls and finan-
cial operating results. Its principal features
are as follows:

It reconciles last month's rent potential
with this month's.

All current rent is listed in the first money
column.
 The rent statement is in total agreement
with the financial statements.
 There is an alphabetic explanation for
special charges or write-offs.
 Vacancy figures are separated into those
for the current period only and those for
prior periods. This avoids distortion of cur -
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1830 PROJECT NAi.: PROGRESSIVE APARTPNTS M). 26 DEL IMURNT LISTThG .JKR'E 23, 1970 PAGE 10

TEN.8 LE4ITI TENANT NAHE STREET ADDRESS RI PRIOR DEL CURRENT DEL TOTAL DEL l'VVE-OUT DATE SEC.DEP PREPAID I'VVE-IN DATE

50201 1901C BAiLEY ART1R.IR 1901 EASIWAY DR 129.00 129.00 2S_00 11-19-60
50201 1901C BAILEY, ARTPL 1901 EASTWAY DR 2 5.00 5.00
50251 19010 SMITH SUZN H 1901 EASTWAY DR 1 175.00 175.00 125.00 1-01-69
50251
50251

19010 SMITH, SUZA1*E
19010 SMITH SIJZAN H

1901
1901

EASTWAY DR
EsTB6R,Y DR

2

'
5.00

5.00
5.00
5.00 1-01-69

50601 1903A NYSORIIINAR, NOR 1903 EASTWAY OR 2 5.00 5.00
50751 1903D HAWKINS WALTER 1903 EASTWAY DR 1 5.00 9.00 5-31-70 125.00 4-05-69
50801 1903E NALXHTcPI, LEO 1903 E.ASTWAY DR 2 5.00 5.00
51352190SF_PATTON.RICHARD1905_E.ASTWAYDR 2 10.0010.00
51432 1907* BkJGH, WILLIAN 1907 EASIWAY DR 1 112.00 112.00 100.00 6-10-70
51601 19070 WILLIU4 LOUIS 1907 EASTWAY DR 1 4-23-70 25.00 42.00- 9-01-69
51651 1907E I'RKEITHAN WILLI 1907 EASTWAY CR 1 155.00 155.00 100.00 6-06-69
51651_19071_MCKEITHAN.WILL1907EASTWAYDR 2 5.005.00
51651 1907 t'RKEITIIAN, WILL 1907 EASIWAY DR 3 7.50 7.50
51902 19096 SCItELZER, ALBE 1909 EASTWAY DR 4 10.00 10.00 6-01-70 4-01-70
52601 19110 GATES, ROBERT 1911 EASTWAY DR 5 10.00 10.00
530011913DSISSON,WILLLNi1913EASTWAYDR 2 10.0010.00
53251 1915A BODE GRETCHEN 1915 EASTWAY DR 1 1 1 100.00 8-25-69
53401 19150 HANd, *3 1915 EASIWAY DR 2 3.00 5.00
53451
53451_19151_?()RGAN._CYNTHIA_1915_EASIWAY_DR

19151 t43R0N4 CYNTHIA 1915 EAST%4AY DR 1 10.00_10.00 100.00 25- 9-01-69

53701 19176 BAR8OUR GEP.( 8 1917 EASTWAY DR 8 4-30-70 40.00 40.00- 8-12-69
54201 19196 WRRY VICTOR iA 1919 EASTWAY DR 8 17.30 57.20 74.50 55.00 8-07-69
54501 19198 OWEN, DABIEY H 1919 EASTWAY DR 1 6.50 6.50 100.00 7-24-6954501191933OWEN._008HEY_H1919_EA5]__2 5.005.00
54701 1921* JOBE, DlN1E 1921 EASTWAY OR 2 5.00 5.00
54751 19216 MAPLES, ,.WTTE 1921 EASTWAY DR 2 5.00 5.00
54851 1921D CURRIN, WALLACE 1921 EASIWAY DR 2 15.00 15.00
55202 1923C MABRY, MARY EAR 1923 E.ASTWAY DR 1 58.50 58.50 75.00 6-18-70
56902 19336 ?KIPt.flN, JESSE 1933 EASTWAT OR I 100.00 144.00- 6-01-70
56952 1933C DARLI3G, JONO E 1933 EASTWAY DR 1 75.00 5.00- 2-03-70
56952 1933C DA.RLII'G, .3044 1933 EASTWAY OR 5 10.00 10.00
57051 1933 IIuJ.W4. WILL 1933 LASTWAY OR 2 5.00 5.00
57651 193SF PICXETT, ECAARD 1935 EASTWAY DR 2 5.00 3.00
57852 19376 BARR, STEPHEN 1937 IASTWAY DR 2 5.00 5.00
57902 1937C RACKLEY, .303+1 1 1937 EASTWAY DR 2 5.00 5.00
97951 19370 HEWITT. W1tDIAIl 1937 EASIWAY DR t 5.00 5.00
58351 19390 IRJDSOI, WILLOI.Wi 1939 EASTWAY DR 2 5.00 5.00
58402 19391 WINO, MARVIN RA 1939 EASTWAY DR 1 5.00 5.00 100.00 4-21-70
58402 1939 WINO, MARVIN 1939 EASTWAY DR 2 9.00 5.00
58801 194IC #41w1N. AOGIE 1941 EASTWAY DR 2 20.00 20.00
58852 19410 LAHEO, W1KI 1941 EASTWAY DR 2 10.00 10.00
59251 1943D HAYES, G FR.AHEL 1943 EASTWAY DR 2 15.00 15.00
59701 1945E b*TST, LEWI 1945 EASTWAY DR 5 16.50 16.50
59051 1945H ZEPEDR 3K8JTE 1945 EASTWAY OR 1 5.00 5.00 100.00 12-01-69
59851 194534 ZEPEDA 3011 1945 EASTWAY DR 2 5.00 -

PROJECT TOTALS 246.30 704.21 950.51 1,395.00 236.25-

PERCEHT$GL OF GROSS POTENTIAL 1.05 3.00 4.05 DEL DCC 935.51 DCL tVVED OUT 15.00

FIGURE 8: DELINQUENCY REPORT

rent period figures when for some reason
prior -period figures are being reported late.
 For working convenience separate state-
ments are provided for each type of rent
and each project. In addition the statement
comes in multi -parts for simultaneous use
by different people and in two colors for
ease of reading.
 The rent statement shows the date the
rent was paid and the date through which
it was paid. If tenant has not paid in current
month, the statement indicates the date of
the last payment.

It adheres to generally accepted account-
ing principles. The accurate accounting for
individual units and tenants carries over into
the ledgers and financial statements. Sub-
sidiary ledgers are always in agreement with
general ledger controls. The rent statement
is self -balancing, all columns being totaled
and cross -totaled for accuracy since the
computer must use these figures for posting

into the appropriate general ledger accounts.
Four -digit numbers identify the unit. A re-

volving fifth digit identifies the tenant in the
unit. The number 52924, for example, sig-
nifies the fourth tenant to occupy Unit No.
5292 since the opening of the project on
some agreed starting date. Because of their
broken sequence and possible duplication
in different buildings under the same man-
agement, door numbers are not adequate.
A special sequence is permanently assigned
for computer purposes. Door numbers are
also given, however, for ease of reference.

The delinquency report (Figure 8) is an
effective device to evaluate collection pro-
cedures and personnel. It shows the status
of each delinquent or prepaid tenant. Sepa-
rate columns are provided for prior -period
delinquencies, current delinquencies, and
total delinquencies.

Where tenants still owing rent have left
the project, the relevant move -out date is
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Where tenants still owing rent have left
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shown. Security deposit balances are listed
since they would be available for application
against any delinquencies. Prepayments are
also shown where they exist, and the
move -in date may be a useful guide in de-
ciding what action to take with a delinquent.

Column footings on the report show the
following dollar amounts:

Delinquencies for occupied units.
DelinqLlencies for vacant units.
Total delinquencies.
Total security deposits for delinquent

units.
Total prepayments.

The report gives the following percentage
information:

Percentage of delinquent rent from prior
period to gross rent potential.

Percentage of current period delinquent
rent to gross rent potential.

Percentage of total delinquent rent to
gross rent potential.

In addition to the reports illustrated it is

possible to develop numerous other prod-
ucts and capabilities from the system under
discussion. A list of typical items now being
used by property managers includes:

Investors' Report -Standard. This report is
the one most frequently given to outside in-
vestors. It reconciles gross rent potential to
cash receipts, lists all expenses, debt serv-
ice, and other disbursements, and adjusts
the owner's balance from month to month.
It also shows unit revenues and costs.

Investors' Report -Comparative. This report
compares actual results for two successive
operating years. Current month and cumu-
lative operating figures are shown for each
year. Like the standard report it is flexible
as to headings, totals, income and expense
groupings, etc. Percentages based on the
rent potential may be shown and differences
between the successive year's figures calcu-
lated and printed. Other reports include:

Statistics report.
Cash disbursement listing.
Journals, ledgers, balancing reports, etc.,

with alphabetic explanations and appro-
priate audit trails.

Error diagnostic report.
Management commission report.

Property balance sheets, profit and loss
statements, and supporting schedules.

Lease expiration report.
Cumulative twelve-month ledgers and

auditor's worksheets.
Consolidated statements and ledgers.
Allocation of expenses to associated prop-

erties.
Management company financial state-

ments, cash flow statements, and sup-
porting schedules.

Future change listing.
Vacancy checklist.
Many other reports, analyses, schedules,

etc., might be made available but bear in
mind our earlier comment on the marginal
utility of overly detailed reports. Efforts in-
volved are subject to a stringent law of di-
minishing returns.

Output reports may be broadly divided
into three categories:

1. Those of interest to investors and top
management. Operating results are probably
dominant here without too much detail. A
standard profit -and -loss or cash flow state-
ment may be adequate, but backup reports
are available if called for.

2. Those of interest to operating man-
agement. More detail is required here and
some yardsticks by which to measure per-
formance. Units costs, budgetary compari-
sons, trend studies, vacancy and lease expira-
tion reports, etc., may be of value here.

3. Those designed for day-to-day use at
the clerical level. The rent roll listing with
its detailed information on tenants, units,
leases, etc., is a prime example of this type
of report.

CONVERSION COSTS

Costs for conversion may usually be stated
on a per -unit basis, and fairly close estimates
can be given after an interview or survey.
There are several specific tasks within this
phase: An accurate rent roll must be estab-
lished, together with ancillary tenant infor-
mation, and then keypunched and verified
ready for loading into the computer. A chart
of accounts, which might be the existing
chart or a new chart according to the re-
quirements of management, must be agreed
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the clerical level. The rent roll listing with
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of report.
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Costs for conversion may usually be stated
on a per -unit basis, and fairly close estimates
can be given after an interview or survey.
There are several specific tasks within this
phase: An accurate rent roll must be estab-
lished, together with ancillary tenant infor-
mation, and then keypunched and verified
ready for loading into the computer. A chart
of accounts, which might be the existing
chart or a new chart according to the re-
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upon. The number of copies and format of
investors reports must be settled. Trial bal-
ances taken from the ledgers of the various
properties and the management company
must be keypunched and verified ready for
loading. An initial rent roll and initial set of
tenant receipt cards must be produced; and,
most important, the property manager's staff
must be instructed in the use of the system.

All the foregoing services must be taken
into account in costing the setup phase. Key-
punch charges may be accurately predicted,
but other aspects of setup cost will vary from
client to client.

Where special consultation is required
outside the normal setup activity, a per -diem
charge may be requested. In any case it is

customary for the client to pay the travel
and out-of-pocket expenses of the service
bureau professionals.

Experienced accountant -data processors
can usually initiate a property management
accounting service within a single monthly
cycle. After discussing with management the
type of reports required and the various op-
tions desired, the service bureau staff goes
to work. They have special forms on which
to pick up all the initial data regarding ten-
ants, units, projects, and the books and rec-
ords of the owners or managers.

The data should be edited and verified
before being picked up into the system, and
the service bureau can frequently be of as-
sistance here if it is familiar with accounting
and property management procedures. Pick-
ing up the initial data to form a starting line
for the system is usually a joint effort. How-
ever this is accomplished, it will normally
take place within a single month so that the
system can go into full operation on the
first of the following month.

At this initial set-up time and in the sub-
sequent two or three months, education and
communication between the property man-
ager's staff and the service bureau account-
ant is very important. By the third month
all contingencies will usually have been cov-
ered and the property manager's staff should

be familiar with the system and confident
about its capabilities.

During this transitional period it is very
important for top management to express
a total commitment to making the service
work. If staff members are aware that man-
agement expects the service to be effective
and to replace whatever they were doing
before, they will take the trouble to learn
the new procedures and make the effort to
acclimate themselves as quickly as possible
to the system. Otherwise, the natural mis-
givings of clerical workers about new pro-
cedures may be exaggerated.

In connection with setting up the system
there is another important point: total com-
mitment is preferable to partial conversion.
Setting up segments of units "on an experi-
mental basis" might show some lack of man-
agement confidence and the staff will in-
evitably pay more attention to the traditional
procedures than to the new methods.

This is not to say that partial procedures
are always out of order. For various reasons
blocks of units may have to be picked up
at different times. They may be geograph-
ically separated or have different ownership
combinations which dictate different admin-
istrative treatment. Also where large bodies
of units are involved, it is not physically pos-
sible to convert all projects in the same
month. But even under these circumstances
a definite plan for conversion should exist.

MONTHLY PROCESSING COSTS

Monthly processing costs are also stated
on a per unit basis. Typically the cost per
unit will decline as the number of units in-
creases. Each new batch of units will bear
a smaller charge than the preceding batch.
The more units there are, the less the aver-
age unit cost will be.

Since keypunching plays an important
part, and the labor involved is strictly a var-
iable and out-of-pocket factor, there will
usually be a separate keypunch charge. This
charge will be based on the number of cards
physically keypunched by the service bu-
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reau's staff, not the cards which are auto-
matically generated by the computer each
month for tenant receipt purposes.

Only exception items such as tenant move -

ins and move -outs, rent changes, non -poten-
tial charges, etc., require keypunching. Cash
disbursements also require keypunching
each month since they are not uniform and
cannot be generated on a recurring basis by
the computer.

COSTS IN GENERAL

The external computer service has the
beneficial impact of replacing fixed costs
connected with people and/or machinery
with variable costs based on volume. Costs
are added or deleted as units are taken up
or dropped off the system.

If reliable external services are available,
it may not be advantageous to set up an in-
house processing facility. The cost of the
external service should be materially less
that that of an internal installation. Internal
installations sometimes generate problems,
especially with regard to technical people.
Within a property management office there
may be insufficient opportunity for advance-
ment to challenge the strictly technical com-
puter man. There may also be a communi-
cation gap between the computer staff and
general management.

An external agency with a high volume
of property management processing can af-
ford to keep its people busy on research and
development and to challenge them pro-
fessionally with new opportunities and ap-
plications and more advanced equipment.
The specialist employee of the independent
agency may be better motivated in that he
sees himself as central to his employers' ob-
jectives rather than the unwillingly accepted
burden he might become as an employee
of the property manager.

Any attempt to persuade a Realtor to ac-
cept computer services solely on the basis
of comparing past with future costs is prob-
ably futile. Costs will loom largest in the
minds of managers but should constitute

their smallest determining factor. Old costs
buy a value different from that which the
new costs will buy. Old costs were expended
to maintain historical records and to derive
a limited amount of statistical information.
They were also expended to maintain con-
trol over the accuracy of recorded data and
to preserve the more liquid assets of the
organization. The new costs will do much
more if properly utilized.

Two or three instances will show this.
For example, timely comparisons of corre-
sponding months in two successive years or
of corresponding year-to-date figures for two
successive years will reveal some interesting
data which might trigger certain actions.
Timely comparisons with industry statistics
may also be stimulating.

Investors will welcome detailed reports,
possibly matched against budgets, within a

couple of days of the end of any given
month. Office workers will welcome detailed
rent statements and rent roll listings which
become their basic working documents and
supplant massive and unmanageable files.
External auditors will welcome such things
as firm audit trail backing up each transac-
tion and such seemingly small but important
aids as twelve-month general ledgers and
preprinted and balanced trial balances ready
for their adjustments.

Finally, the manager will welcome the fact
that he now has a firm platform for expand-
ing his volume without facing significant cost
increases as he crosses certain thresholds.
There is an upbeat in a good computer sys-
tem which will not be repressed.

Michael 1. Hughes, CPA, president of Hughes Compu-
ter Systems, Inc., a group of former practicing CPAs
who specialize in computer services for accountants
and the property management industry. Located in
Bethesda, Maryland, a suburb of Washington, D. C.,
the firm has successfully automated more than 150,000
units over a wide geographic area.
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Two Views of the Federal

Wage and Hour Law
Editor's Note: The following two articles are
based on presentations from a panel discus-
sion on the implications of the Federal Wage
and Hour Law on the property manager,
given at one of the IREM educational ses-
sions during its national convention last

November.

How the Government
Interprets the Act

by Ben P. Robertson

The following comments will present the
interpretative position of the Wage and Hour
Division of the Department of Labor con-
cerning the applicability of the Fair Labor
Standards Act to firms engaged in property
management. These interpretations indicate
the construction of the law which the Wage
and Hour Division believes to be correct and
which will guide us until otherwise directed
by authoritative decisions of the courts or
until we conclude, upon re-examination of
an interpretation, that it is incorrect.

The omission of a particular problem from
this presentation does not indicate the adop-
tion of any position by the Wage and Hour
Division with respect to such problem, nor
does it constitute an administrative interpre-
tation, practice or enforcement policy.

The Fair Labor Standards Act is the Federal
law of most general application concerning
wage and hour standards. The Act currently
[1970] requires a minimum wage of at least
$1.60 an hour for employment covered by its
provisions prior to the 1966 amendments
and at least $1.45 an hour for employment
which was brought within its coverage for
the first time by the 1966 amendments. This
difference in minimum wages is really not
too significant at this point in time, however,
since the $1.45 minimum will increase to
$1.60 on February 1, 1971.

A covered employee must also receive
overtime pay of at least time -and -one-half
his regular rate of pay for all hours worked in
excess of 40 per week, unless specifically ex-
empt. It might be well to point out here that
this law generally does not require premium
overtime pay after eight hours per day.
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Since coverage under the Fair Labor Stand-
ards Act may occur on either an individual or
enterprise basis, let's discuss what these
terms mean to a property management firm.
I will talk about enterprise coverage first
since it has the broadest application. Section
3(r) of the Act defines an enterprise as "the
related activities performed either through
unified operation or common control
for a common business purpose . . . whether
performed in one or more establishments or
by one or more corporate or other organi-
zational units......

Operation and management of a number
of apartment buildings by a single manage-
ment company is generally sufficient evi-
dence to establish the existence of "common
control." Control can exist in the absence of
ownership. Management of a number of
similiar buildings clearly constitutes "related
activities performed for a common business
purpose" since the activities are directed to
the same or sirniliar business objective,
namely, the leasing and rental of living ac -
corn modations.

Merely being an "enterprise" does not,
however, bring an employer under the Fair
Labor Standards Act. To be a "covered en-
terprise" the tests of Section 3(s)(1) of the
Act must be met. The enterprise first of all
must have within it "employees engaged in
commerce or in the production of goods for
commerce, including employees handling,
selling, or otherwise working on goods that
have been moved in or produced for com-
merce by any person." It is necessary only
that such commerce be engaged in within
the enterprise; that there be such employees
within each establishment of the enterprise.
This condition is generally satisfied in the
case of a property management firm by cen-
tral office employees who are regularly en-
gaged in interstate commerce through use of
the mails, telephone, telegraph, etc.

A covered property management enter-
prise must also have an annual dollar volume
of sales made or business done of not less
than $250,000. In determining whether this
annual dollar volume test is met, all monies
collected by the enterprise, including rental
fees, must be included. Merely the manage-
ment fee or commission which the manage-
ment firm receives is not sufficient, since a
management firm is not acting merely as a
collection agent for the owner but rather is
actively engaged in managing the building
and staff and in renting and leasing space.
This position has been consistently followed
by the Wage and Hour Division since enact-
ment of the enterprise basis of coverage in
1961.

The question then follows as to whether
the various persons employed at apartment
buildings managed by the management com-
pany are employees of the management
company or whether they are employees of
the building owner. It is the position of the
Wage and Hour Division that responsibility
for compliance with the Fair Labor Standards
Act in such situations rests with the manage-
ment company, where the management
company has contractual responsibility for
items such as the hiring and firing, sched-
uling of hours of work, determining rates of
pay and methods of payment, and super-
vision of such employees.

This determination is clearly consistent
with Section 3(d) of the Act which defines an
"employer" as "any person acting directly or
indirectly in the interest of an employer in
relation to an employee." The fact that a
management contract may specify such em-
ployees are employees of the building owner
or that the building owner reserves the right
to review actions of the management corn-
pany does not relieve the management com-
pany of responsibility but at the least would
make the management firm and the building
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owner "joint employers."
Where the enterprise coverage tests are

met, all employees of the enterprise must be
paid the applicable minimum wage and over-
time pay after 40 hours of work per week,
unless specifically exempted under some
other section of the Act.

A management firm may also have em-
ployees who are covered on the basis of
their individual engagement in interstate
commerce. Such individual coverage will
generally involve office employees (such as
those previously referred to) who engage in
interstate commerce through use of the
mails, telephone and telegraph, shipping and
receiving employees who handle interstate
goods, and janitorial or custodial employees
who clean offices or warehouses where in-
terstate commerce is carried on. Unless spe-
cifically exempt, these individually covered
employees must be paid according to the
Act's monetary requirements regardless of
the status of the enterprise.

As I mentioned, employees need not be
paid according to the Act's monetary re-
quirements if specifically exempted. I will
now briefly discuss a number of exemptions
contained in the Fair Labor Standards Act
which are regularly raised in discussions con-
cerning apartment house operation and man-
agement, some of which do and some of
which do not have application to this in -
d ustry.

Section 13(a)(2) of the Fair Labor Stand-
ards Act exempts from both its minimum
wage and overtime pay requirements any
employee of a retail or service establishment
which has an annual dollar volume of busi-
ness of less than $250,000 exclusive of cer-
tain taxes. The leasing of space to tenants
of apartments lacks the retail concept nec-
essary to qualify an establishment as a retail
or service establishment under this exemp-
tion. The sale of leasehold interests in real
property is not included in the sales of goods
or services in which a retail or service estab-
lishment must engage. A property manage-
ment company or an apartment establish-
ment within an otherwise covered enterprise
cannot, therefore, qualify for exemption
from the Act's monetary requirements under
Section 13(a)(2).

Section 13(b)(8) of the Act exempts from
its overtime pay requirements any employee
of an establishment which is a hotel. This
exemption is not applicable to an establish-
ment such as an apartment building or apart-
ment -hotel, which provides no accommoda-
tions for transient guests, or which receives

only a small portion of its income from tran-
sients. An establishment whose income is
primarily from providing a permanent place
of residence is not considered a hotel and
would not qualify for this exemption.

The exemption of most interest to prop-
erty managers is that contained in Section
13(a)(1) which exempts from both the min-
imum wage and overtime pay requirements
any employee employed in a bona fide ex-
ecutive, administrative, or professional ca-
pacity, or in the capacity of outside sales-
man, as defined in our Regulations, Part 541.

An executive employee is one whose pri-
mary duty is management, either of an en-
tire enterprise or some department within
the enterprise; who supervises at least two
other employees, spends at least 80 percent
of his time in supervisory or other manage-
ment level work, has some say in the hiring,
firing or promotion of other employees; and
who is paid a salary of at least $125 a week.

An administrative employee generally is

someone whose primary duty consists of
office or other nonmanual work and who
is in a position of responsibility, making de-
cisions of significance, or advising manage-
ment on matters of significance which are
directly related to management policies. As
with the executive employee, an adminis-
trative employee must spend at least 80 per-
cent of his time in exempt -type duties as
opposed to routine administrative or clerical
duties and must be paid on a salary or fee
basis at least $125 a week. Illustrative of this
type of employee might be an executive as-
sistant or a one-man department such as a
traffic manager or purchasing agent or em-
ployees in similar nonsupervisory positions
of responsibility.

A professional is someone in one of the
learned professions (medicine, law, chem-
istry, a registered nurse, architect, engineer)
or in an artistic profession (writer, artist,
etc.). A professional employee must also
spend at least 80 percent of his time in his
primary duty and be paid on a salary or fee
basis at least $140 a week.

In all three of these categories there is a
special high -salary proviso which states ba-
sically that if such an employee receives at
least $200 a week, it will not be necessary
to test the employee's duties in as much de-
tail, and the 20 percent limit on nonexempt -
type work would be waived. A lower interim
salary test of $115 a week for executive and
administrative employees and $130 a week
for professional employees with a high -salary
proviso of $175 a week are in effect until
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only a small portion of its income from tran-
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someone whose primary duty consists of
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cent of his time in exempt -type duties as
opposed to routine administrative or clerical
duties and must be paid on a salary or fee
basis at least $125 a week. Illustrative of this
type of employee might be an executive as-
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proviso of $175 a week are in effect until
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February 1, 1971, for exempt employees cov-
ered by the Act for the first time as a result
of the 1966 amendments.

The question which arises most often in
connection with this exemption as far as

the operation of apartments is concerned is
the status of the manager of a particular
apartment building or complex. Whether the
duties of an apartment manager constitute
exempt work depends on all the facts in the
particular employment situation.

For example, it is clear that the customary
and regular supervision of at least two full-
time employees, such as maintenance and
janitorial personnel, is exempt work. How-
ever, the performance of duties such as the
showing and rental of apartments, accept-
ance of rentals and related bookkeeping is
nonexempt work since it is not directly or
closely related to managerial and supervisory
functions or responsibilities.

We have generally found that apartment
managers who are paid less than $200 per
week exceed the percentage limitation on
nonexempt activities and therefore do not
meet the requirements for exemption. Where
an apartment manager is paid at least $200 a
week (the special high -salary proviso I men-
tioned earlier), a determination of whether
such an employee has management as his
primary duty must be based on all the facts
in his particular case. As a rule of thumb,
primary duty means the major part, or over
50 percent, of the employee's time.

A significant point which must be remem-
bered is that the minimum salary necessary
for exemption as an executive, administra-
tive, or professional employee must be paid
free and clear, exclusive of board, lodging or
other facilities which may be furnished.
Questions have arisen in the past as to
whether the salary basis of payment is met
where a manager who resides on the prem-
ises is paid a regulation salary but who then
pays his employer the regular rental rate of
his apartment.

Our regulations do not prohibit the sale
of board, lodging or other facilities, such as
an apartment, to an executive on a cash basis
if they are negotiated in the same manner as
similar transactions with other persons. How-
ever, if a resident manager must reside on
the premises as a condition of his job, apart-
ment rentals are not considered to be ne-
gotiated with him on the same basis as with
ordinary tenants. Therefore, his salary, in
order to meet the requirements of the regu-
lations, must be large enough to ensure him
$125 a week (or $200 a week under the spe-

cial proviso) in addition to whatever he may
pay for the apartment. This is true even
though his personal needs would require
housing of some kind somewhere (although
not necessarily an apartment of the kind
occupied on his job).

In order to retain the exemption for an
otherwise exempt employee, the housing
facility may be treated as part of the salary
only to the extent that any deduction by the
employer, or cash payment by the employee,
does not reduce the actual amount paid be-
low the required $125 a week (or $200). For
example, if the agreed amount for an apart-
ment house manager is $140 a week, no
more than $15 a week could be deducted
from his pay, or paid by the employee in
cash, for the apartment in which he is re-
quired to live, if the exemption is to be ap-
plicable.

In all cases, the regulations contemplate
receipt by the employee of the stipulated
amount on a salary basis which is free and
clear in the sense that it is not subject to
reduction by anything he has to pay out by
reason of the requirements of the job he
holds.

An apartment manager who does not
qualify for exemption must be paid the min-
imum wage and overtime pay required by
the act. Such an employee may still be paid
on a salary basis but must also be paid addi-
tional premium pay for overtime hours. This
leads to another question which frequently
arises in the case of nonexempt apartment
managers: the computation of their hours
worked, particularly where they reside on
the premises.

Hours worked under the Act includes the
time during which an employee is required
to be on duty or on the employer's premises
or at a prescribed workplace. Where an em-
ployee resides on the employer's premises
on a permanent basis or for extended pe-
riods of time, he is not considered as work-
ing all the time he is on the premises.

The Wage and Hour Division will accept
any reasonable agreement of the parties for
determining the total number of hours ac-
tually worked in a work week. Such an
agreement should take into account not only
the time spent in performing the assigned
duties, but also some allowance for the re-
strictions on the employee's freedom to take
part in personal activities. An agreement
which takes into account interference with
an employee's opportunities for sleep, meals
and other private pursuits during normal
periods as well as for the greater restrictions
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on his time in emergency situations would
be consistent with the reasonable agreement
rule.

In contrast to the exclusion of food, lodg-
ing and other facilities in determining the
salary for exempt employees, Section 3(m)
of the Act specifically includes the reason-
able cost of such items in computing the
wages of a nonexempt employee, unless
these items are specifically excluded by a
collective bargaining agreement. This sec-
tion applies where board, lodging or other
facilities are furnished in addition to a stipu-
lated wage and also where such charges are
deducted from a stipulated wage.

For example, if an employee is paid a sal-
ary of $80 per week and is provided an
apartment, the reasonable cost of which is
determined to be $30 a week, his total
straight time earnings for that work week
would be $110. Conversely, if his salary is
$110 a week, but $30 of it is deducted by
the employer as the reasonable cost of the
apartment, his total straight time earnings
are still considered to be $110. In either case,
$110 is the amount to be used in determin-
ing the employee's regular rate of pay for
overtime pay purposes.

The reasonable cost of any facility, includ-
ing an apartment, is the actual cost to the
employer of furnishing the facility to his
employee, as distinguished from the cost of
providing the facility to a customer or tenant.
Thus, excluded from the reasonable cost are
items such as a profit to the employer and
advertising and promotion costs. A more de-
tailed explanation of reasonable cost is con-
tained in our Regulations, Part 531.

I also wish to call attention to three other
statutes currently administered and enforced
by the Wage and Hour Division. The first is
the Equal Pay Act, which actually is an

amendment to Section 6 of the Fair
Labor Standards Act. Under this Act, an
employer may not discriminate on the basis
of sex by paying employees of one sex at
rates lower than he pays employees of the
opposite sex, in the same establishment, for
doing equal work on jobs requiring equal
skill, effort and responsibility which are per-
formed under similar working conditions.

The equal pay provisions apply to all non-
exempt employees working in an establish-
ment in which the employer has some em-
ployees subject to the minimum wage pro-
visions of the Fair Labor Standards Act. Wage
differentials are permitted only where it can
be shown that the wage differential is based
on a seniority system, a merit system, a sys-

tern measuring earnings by quantity or qual-
ity of production, or on any other factor
other than sex. It is important to note that
an employer who is paying a wage differen-
tial in violation of these provisions may not
reduce the wage rate of the higher paid em-
ployee in order to achieve compliance.

Also within the jurisdiction of the Wage
and Hour Division is the Age Discrimination
in Employment Act. The Act, which became
effective on June 12, 1968, promotes the
employment of the older worker based on
ability rather than age, and prohibits arbi-
trary discrimination in employment based
on age, by employers of 25 or more persons
in an industry affecting interstate commerce,
by employment agencies serving such em-
ployers and labor organizations with 25 or
more members in an industry affecting inter-
state commerce. Most individuals who are at
least 40 but less than 65 years of age are pro-
tected from age discrimination in matters
of hiring, discharge, compensation or other
terms, conditions or privileges of employ-
ment.

The third and most recently enacted Act
which we administer and enforce is the
Federal Wage Garnishment Law (Title Ill of
the Consumer Credit Protection Act) which
became effective on july 1, 1970. This law
limits the amount of an employee's dispos-
able earnings which may be subject to gar-
nishment and it protects him from discharge
because of garnishment for any one indebt-
ed ness.

Information about all of these laws may
be obtained from the nearest office of the
Wage and Hour Division.

In summary here are a few points to re-
member in regard to the Fair Labor Standards
Act: Keep an accurate record of the hours
worked by all of your employees subject to
this law. Pay at least the minimum wage
which for all employees will be $1.60 an
hour beginning February 1, 1971. Pay time -
and -a -half for hours in excess of 40 per
week. Observe the restrictions on the em-
ployment of children and don't discriminate
in the payment of wages on the basis of sex
or in hiring on the basis of age.

Ben P. Robertson is Deputy Administrator of the Wage
and Hour Division of the U.S. Department of Labor.
He has had over 30 years of government experience-.
most of which serving in various capacities for the
Department of Labor. He is a graduate of the Univer-
sity of Louisville and of its graduate school.
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Putting the Act into Perspective
by Robert P. Lawry

Since some of the details concerning the
Arnheim & Neely case have already been
detailed in an earlier article*, I want to focus
the case here in a little broader perspective.
It is a fascinating case since it shows the
complexities of law and how law unfolds
from statute to judges' decision to what
comes to be accepted as the law. What I

want to do is try to set a perspective about
this case that I think is unique and that may
help you as individual Realtors in dealing
with the Department of Labor's Wage and
Hour Division. Beyond that, I hope it will
give you some assistance in dealing with the
government and the law generally.

We have to remember in considering the
minimum wage law that we are working
within the current social and political atmos-
phere. Supposedly, when judges make deci-
sions, they make them on the basis of what
has been written down, either in statutes or
in judicial decisions that have preceded the
case before them; but the current social and
political atmosphere has a lot to do with
the way they make their determinations.
Sometimes this is conscious and sometimes
it is unconscious but it is something that has
to be considered.

The focus of this case lies in what Con-
gress meant when it passed the Fair Labor
Standards Act in 1938 and subsequently
amended it several times. Therefore, it is im-
portant to take a look at the history of the
Act.

When the Act was passed in 1938, its em-
phasis was entirely on employee activity.
The definitions included in the Act said
whether an employee was covered or not
depended entirely on if he himself were
involved in interstate commerce or in the
production of goods for commerce. In 1949

additional limitations were placed on some
of the definitions and the scope of the Act
was narrowed. In 1961 Congress introduced
the "enterprise" concept.

This concept was introduced to try to
cover employees who were working side by

* See "The Arnheim & Neely Case: A Dilemma for the
Real Estate tndustry," by Robert P. Lawry, Journal of
Property Management, March/April 1970, PP. 88-91.

side with previously covered employees. It
is clear, I think, from the legislative history
that the 1961 amendments were designed
only to correct situations such as the fol-
lowing:

Employee A has been previously covered
under the Act because he is involved in in-
terstate commerce. Employee B works for
the same "enterprise," the same employer,
but he does a little different kind of a job.
A and B eat lunch together, go home to-
gether and work side by side in the same
building. Congress in its wisdom felt this
was unfair and so it broadened the coverage
of the Act to include employees who would
be working side by side with admittedly
covered employees. They did this with one
extra ramification: employees physically had
to be working side by side; they had to be
working in the same "establishment," which
was judicially defined in subsequent cases as
the same "physical building."

If a janitor was working in a building and
was covered and a maintenance person
working in the same building was not
covered, by means of this "enterprise"
amendment Congress decided these people
should also be covered in the interest of
fairness.

In 1966, the enterprise amendments were
changed again, further broadening the
coverage. No longer was it necessary to have
two individuals working in an "establish-
ment" side by side. All one had to do was
work for the "enterprise" any place at all,
because, again, it was felt that employers or
enterprises could put employees that were
involved in interstate commerce in one
place and those that weren't in another
place in order to get around the law.

What is happening now is that the govern-
ment is attempting to take that enterprise
concept and, I think, turn it around com-
pletely. The focus of the Act, in my under-
standing, has never really changed; it has

always been on employee activity. The two
amendments in 1961 and 1966 were in-
troduced only to create a sense of fairness
within a given enterprise.

Now the government has taken a position,
especially with building management peo-

Volume 36, Number 2, March -April 1971 97

Putting the Act into Perspective
by Robert P. Lawry

Since some of the details concerning the
Arnheim & Neely case have already been
detailed in an earlier article*, I want to focus
the case here in a little broader perspective.
It is a fascinating case since it shows the
complexities of law and how law unfolds
from statute to judges' decision to what
comes to be accepted as the law. What I

want to do is try to set a perspective about
this case that I think is unique and that may
help you as individual Realtors in dealing
with the Department of Labor's Wage and
Hour Division. Beyond that, I hope it will
give you some assistance in dealing with the
government and the law generally.

We have to remember in considering the
minimum wage law that we are working
within the current social and political atmos-
phere. Supposedly, when judges make deci-
sions, they make them on the basis of what
has been written down, either in statutes or
in judicial decisions that have preceded the
case before them; but the current social and
political atmosphere has a lot to do with
the way they make their determinations.
Sometimes this is conscious and sometimes
it is unconscious but it is something that has
to be considered.

The focus of this case lies in what Con-
gress meant when it passed the Fair Labor
Standards Act in 1938 and subsequently
amended it several times. Therefore, it is im-
portant to take a look at the history of the
Act.

When the Act was passed in 1938, its em-
phasis was entirely on employee activity.
The definitions included in the Act said
whether an employee was covered or not
depended entirely on if he himself were
involved in interstate commerce or in the
production of goods for commerce. In 1949

additional limitations were placed on some
of the definitions and the scope of the Act
was narrowed. In 1961 Congress introduced
the "enterprise" concept.

This concept was introduced to try to
cover employees who were working side by

* See "The Arnheim & Neely Case: A Dilemma for the
Real Estate tndustry," by Robert P. Lawry, Journal of
Property Management, March/April 1970, PP. 88-91.

side with previously covered employees. It
is clear, I think, from the legislative history
that the 1961 amendments were designed
only to correct situations such as the fol-
lowing:

Employee A has been previously covered
under the Act because he is involved in in-
terstate commerce. Employee B works for
the same "enterprise," the same employer,
but he does a little different kind of a job.
A and B eat lunch together, go home to-
gether and work side by side in the same
building. Congress in its wisdom felt this
was unfair and so it broadened the coverage
of the Act to include employees who would
be working side by side with admittedly
covered employees. They did this with one
extra ramification: employees physically had
to be working side by side; they had to be
working in the same "establishment," which
was judicially defined in subsequent cases as
the same "physical building."

If a janitor was working in a building and
was covered and a maintenance person
working in the same building was not
covered, by means of this "enterprise"
amendment Congress decided these people
should also be covered in the interest of
fairness.

In 1966, the enterprise amendments were
changed again, further broadening the
coverage. No longer was it necessary to have
two individuals working in an "establish-
ment" side by side. All one had to do was
work for the "enterprise" any place at all,
because, again, it was felt that employers or
enterprises could put employees that were
involved in interstate commerce in one
place and those that weren't in another
place in order to get around the law.

What is happening now is that the govern-
ment is attempting to take that enterprise
concept and, I think, turn it around com-
pletely. The focus of the Act, in my under-
standing, has never really changed; it has

always been on employee activity. The two
amendments in 1961 and 1966 were in-
troduced only to create a sense of fairness
within a given enterprise.

Now the government has taken a position,
especially with building management peo-

Volume 36, Number 2, March -April 1971 97



pie, that the focus of the Act is on the enter-
prise itself. This is a very subtle kind of thing
and in dealing with it in terms of previous
cases, it tends to slip away from you. As a
judge, the essential point in making a
determination lies in the attempt to under-
stand whether Congress really did move
away from the general focus on the em-
ployee.

A real estate management agent histor-
ically has been considered as doing local
business. Now, the government contends,
if he manages buildings for seven or eight
owners, some of whom may live in another
state and who send messages through the
mails or call on the telephone or engage
in that type of interstate commerce activity,
this suddenly places the real estate manage-
ment agent and all these maintenance peo-
ple in the same category. Suddenly all these
people, the owners (who are ultimately
going to have to pay for this if they are in-
deed going to continue to hire real estate
managers to do the job for them) and all
building and maintenance people, are joined
together in this enterprise concept with very
little interstate commerce activity involved
at all.

Let me give you several examples of how
this works out, of some of the questions
the government and we have been puzzled
by since this case started.

One question involves the meaning of a
legal concept called "joint employment."
The government is arguing that it doesn't
make any difference if you call the owner
of the building the "employer" or not as
long as you can also call the agent the
"employer." Both are employers, jointly.
There is case law, judicial decisions, down
through the years which talk about this con-
cept of joint employment. But interestingly
enough from a lawyer's point of view, my
reading of those cases indicates to me that

the joint employment concept was only de-
signed to cover situations where there were
two nominal employers, but only one em-
ployment in reality.

Take, for instance, a person who ran a
paint store and opened up a second paint
store where he sold something else, too,
and perhaps called it by another name. He
had an employee who worked four hours in
one store and six hours in the other. The
employer would say, "Look, this employee
works only four hours for me in this area
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eral of them says what is really going on
here is a situation where the owner is liable
to pay these people and it may be as a
matter of practicality or of mechanics that
the agent winds up signing the actual
checks. The court says in effect: "We are
going to facilitate enforcement; we are
bringing the owner into the case and making
him liable as well as the agent. The owner
is not going to escape and cause consterna-
tion simply by saying, 'Oh, I don't actually
pay them, it's the agent that pays them.'"

This is the way these cases have evolved;
now, all of sudden, the owner isn't around
any more; the agent is simply there. The gov-
ernment argues that the agent is an employer
and it has case law to support this-case
closed on this particular issue!

The one-sided picture I am painting here
is as much for illustration as anything else.
The thrust of what I am trying to get at is that
we are dealing with very technical kinds of
problems with respect to the Fair Labor
Standards Act itself. It is a difficult Act to
wade through, to understand exactly how it
fits together.

It is my opinion, and I think it will and
ought to be the approach of the judges han-
dling these kinds of cases that various pro-
visions of the Act simply cannot be looked
at in isolation.

You cannot handle the definition of "em-
ployer"-one who "employs an employee"
-in isolation. You simply cannot understand
what it means without also understanding
how the "enterprise" amendments came into
the Fair Labor Standards Act and how the
amendments alter the earlier definition.

You have to remember different Con-
gresses have passed these amendments and I
think it is very easily understood how a whole
lot of legislators don't know exactly what
they are voting for when they are passing on
legislation. Judges and lawyers involved in

these cases have an incredibly difficult job
because they have to try to say what Con-
gress meant when in fact Congress probably
never focussed on the exact problem in-
volved here.

Summing up, you have to look at the Act
from a wider perspective. We are going to
pull this thing apart-we are fighting tooth
and nail with the government right up the
line and eventually this case may reach the
Supreme Court. The process itself is evolving,
and in preparing the briefs and making argu-
ments to the judges, I have been trying to
have them look at it historically. You can't
merely say, "Everyone's for minimum wages,
minimum hours, we're trying to root out
poverty, case closed." This is not the way the
judicial system should work. If it does, the
rule of law ceases and without it the chance
for orderly change and progress in society
ceases too.

If you have the perspective, and you are
willing when it's all said and done to shake
hands and say, "Okay, the court has spoken,
we'll comply"-then I think no matter how it
comes out dollar -wise or in terms of win or
lose, we have all learned something. It it that
final attitude that makes the difference be-
tween law and justice in society and the an-
archy and injustice that would flow from its
loss.

Robert P. Lawry is an associate with the Pittsburgh
law firm of Eckert, Seamans & Cherin, which firm is

representing the Institute of Real Estate Management in
the Arnheim & Neely case. He received his LLB degree
from the University of Pennsylvania in 1966 and a
Diploma in Law from Oxford University, England, in
1967. Mr. Lawry has contributed articles to the Law
Review and the Journal of Property Management.
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Editorial

Rules of Thumb

by Lloyd D. Hanford, Sr. CPM

Experience has taught us that there are
no easy answers to complex problems. How-
ever, we are all prone to simplify the
thought and understanding process and it is

very tempting, particularly for the neophyte,
to apply rules of thumb as bases for deci-
sion -making. The sophisticated Realtor and
investor are well aware of pat formulas but
because of their broad experience and
knowledge they are extremely careful to use
them as guidelines in testing calculations
and estimates.

In order to fully appreciate the pitfalls
created by blind usage of rules of thumb, let
us consider some situations.

Ru/e 1: "A multi -tenant property should
allow for a 5 percent vacancy factor."

Questions: Age and condition? Location?
Facilities, services and amenities? Tenancy
types? Rent schedules? Management pro-
cedures and policies? Supply and demand?
Tenant permanency?

Discussion: All of the questions, if ade-
quately answered, will disclose variations in
the applied percentage. A luxury apartment
may experience a 20 percent vacancy while
another similar property might only have a
2 percent vacancy history. One office build-
ing can be 92 percent occupied and a com-
parable property may have a vacancy of 15
percent.

Rule 2: "A multi -tenant property is worth
six times its gross annual income (gross
multiplier theory)."

Questions: What is included in scheduled
rents? Are the rents high or low? What
comparables are used in determining the
multiplier? What value is attributable to fi-
nancing? What value is attributable to tax
benefits? How stable and realistic is the rent
schedule?

Discussion: The gross multiplier is, at best,
an average. In estimating the multiplier, age,
condition, location, facilities, services, amen-
ities, net operating income, financing, etc.,
are all factors which affect value. At any one
time, some properties will sell at eight times
their gross while others are offered at five
times gross.

Rule 3: "Operating expenses are 40 per-
cent of gross income."

Questions: How realistic is gross income?
What, if any, allowance is made for va-
cancies? Are all operating expenses in-
cluded? Do tenants pay extra for any
facilities and services? Is any allowance
made for management?

Discussion: The relationship between
gross and net operating income will vary
widely from building to building, depending
on age, condition, location, competitive
factors, labor and material costs, manage-
ment, taxes, etc. In some properties, ex-
pense ratios will be as low as 30 percent
while in others it will be as high as 55 per-
cent.

Rule 4: "The management fee is 5 percent
of gross effective income."

Questions: What is the cost to the man-
ager? What is the condition of the property?
How far is the property from the administra-
tive office? What is the time involvement of
various persons in the management organi-
zation? Has the fee been cost accounted to
allow a fair profit to the manager?

Discussion: Every property is different.
Some properties can be operated profitably
at 2 percent while others will show a loss
at 8 percent. Cost accounting each job is

the only answer. A 20 percent vacant build-
ing can more attention than one
which is 99 percent occupied.

The foregoing are just a few examples of
our penchant for rules of thumb. The
thoughtful reader can undoubtedly add
many more to this brief list. Many times we
try to rationalize that these formulas are
foisted onto us by our clients. However, we
as the experts have, for the most part, edu-
cated our clients to think the way they do.
Rules of thumb are always over -simplifica-
tions. They tell a superficial story which
must encourage a great depth of investiga-
tion before any final conclusions are made.

We need not fear contradictions if we
adequately cover all the bases before mak-
ing a final judgment. Variances from rules
of thumb or even conformance must trigger
careful study with complete and reliable
documentation; when this has been ac-
complished, we need not worry about con-
clusions.

Lloyd D. Hanford, Sr., CPM, is one of the principals of
Hanford -Freund & Co., San Francisco. He was 1958
national president of IREM, and he is currently faculty
director of IREM's Course II and Editor of the journal
of Properly Management.
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two newly -revised texts from IREM:

just as a stock broker needs minute by minute reports on "where the action is," those
investing in real estate need current data to keep their investment profitable.
ANALYSIS AND MANAGEMENT OF INVESTMENT PROPERTY has been
written for the property owner, appraiser, mortgage lender and trust executive
as well as for the property management executive to help develop awareness
of the key elements in choosing the right investment and maintaining its
value. This third edition has been updated to reflect current monetary

'Sand investment tren(ls and includes chapters on Financial Analyses and
Budgets, Feasibility Studies, Cash Flow Projection; the basic patterns of
ol)eration for residential properties, office buildings, shopping centers,
cooperatives, and condominiums; and the how-to approaches in man-
agement office procedures. Used as the text in IREMs Course II,
ANALYSIS AND MANAGEMENT OF INVESTMENT PROP-
ERTY is an invaluable aid to all those concerned with obtaining  0
the highest and best use from investment property. Author
Lloyd D. Hanford, Sr., CPM, president of Hanford -Freund
and Company, San Francisco, is a nationally recognized lec-
turer and! author on real estate, based on over 40 years'
experience in the field. $8

I
'S

AS'

Cc. Professional property management demands encyclopedic
knowledge, and the starting point for anyone seeking an

essential background on the subject is a reading of PRIN-
CIPLES OF REAL ESTATE MANAGEMENT. This primer,

&now in its 10th edition, continues to offer students an up.to.date
review of the basics of real estate management: the real estate

market, creating a management plan, merchandising, tenant selec-
tion, leasing, maintenance programs. Other topics covered include

public relations, urban renewal, economic trends and cycles, syndication,
tax procedures, owner relations, and new business programs. There are?( ,.

entire chapters devoted to managing specific property types such as office
(>buildings, commercial properties, residential units, and special purpose build-

ings. PRINCIPLES is the compilation of many years' experience by its author
James C. Downs, Jr., CPM, chairman of Real Estate Research Corporation, eco-

nomic counselors, and vice-president of Downs, Molil, and Company, one of the na-
tion's largest management firms. As a standard reference of more than 50 universities

and colleges. PRINCIPLES is an educational investment for those just entering this
phase of real estate practice as well as for its seasoned professionals. $12.50

Published by INSTITUTE OF REAL ESTATE MANAGEMENT
155 East Superior Street, Chicago 60611
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New Products
When Requesting Information,
Please Refer to Key Number.
Send Inquiries to: Journal of Property Management,
155 East Superior, Chicago 60611

3-1 GROUNDS SWEEPER

An intermediate -size sweeper for park-
ing lots, parks, streets, alleys, apartment
complexes, etc., is introduced by Ameri-
can -Coleman. Called the Piggy -Vac, it
operates on a pneumatic air principle

where forced air is funneled to the

cleaning area at continuous speeds in
excess of 100 mph. It sits piggy -back on
a pickup truck and picks up pop bottles
and cans as well as hard -to -reach dirt in
cracks and crevices. Piggy -Vac has a 3

cubic yard hopper, sweeps a 7'6" path
at speeds up to 15 mph, and can clean
over a half million square foot area in
one hour.

3-2 WASTE DISINTEGRATOR

Synder Teague, Inc., offers a four -page
technical bulletin outlining its waste
disintegrator that employs wet -grinding
instead of cutting blades. Heavy-duty
construction is of stainless steel and non-
corrosive materials. The rotor and ring
are made of abrasive silicon carbide
granules, guaranteed for three years of
severe grinding. Described are direct -
mounted electric power or remote hy-
draulic drive models.

3-3 AUTOMATIC SHOWER
VALVE

Features of the "Tempress Automatic
Shower Valve" manufactured by Dan -
loss, Inc., include self-contained cart-
ridge, single -dial control, and temper-
ature regulation within one degree of
the setting. Exclusive pre -sensing cham-
ber adjusts pressures so that shower
temperature remains constant, regard-

less of pressure fluctuations in either hot
or cold water supply lines.

3-4 CLEANING TOOL

3M introduces the Insta-Lok Doodlebug
pad holder, a lightweight, multi -purpose
cleaning tool for floors, walls, base-

boards, windows, corners, etc. Two
Scotch-Brite pads have been designed
for the Doodlebug, white for delicate
surfaces like glass and porcelain and
brown for tougher scrubbing jobs. The
pad holder grips the pads without screws
or other mechanical fasteners. The
Doodlebug swivels in any direction and
attaches to any standard mop handle.

3-5 PLASTIC LAUNDRY TUBS

"Polypro" laundry tubs from Kinkead
Industries are now available. Construc-
tion is of poly -propylene with a china -
like finish which is impervious to strong
detergents, bleaches and other laundry
aids, manufacturer states. Polypro tubs
are available in single and twin sizes,
each tub with a 22 -gallon capacity. De-
signed 25" front to back, the single unit
is 22" wide. Manufacturer also offers a
wall -hung tub with similar features of
the single unit.

3-6 CERAMIC FLOOR TILE

A line of ceramic floor tile has been in-
troduced by Florida Tile Industries, Inc.
"Earthstone" comes in three colors:

paddock brown, Belle Isle blue, and
alabaster white. The mottled glazey fin-
ish has been formulated to be resistant
to abrasion; tile is suitable to both com-
mercial and residential applications.

Available in five sizes in square, rec-
tangular and hexagonal shapes.

3-7 CARPET SPOT REMOVING
KIT

Advance Floor Machine Co. announces
a professional spotting kit for stains and

stubborn spots that don't respond to
ordinary detergent carpet shampoos. In
addition to general instructions and a
simplified spotting chart, each kit con-
tains one bottle each of aerosol "Spot
Bomb" detergent spotter, aerosol "Dry
Powder" spotter, tannin spotter, dry -
solvent de -greasing spotter, enzyme pro-

tein digester, and a brush. Individual

refills and replacements are available
for each item contained in the kit.
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Industries are now available. Construc-
tion is of poly -propylene with a china -
like finish which is impervious to strong
detergents, bleaches and other laundry
aids, manufacturer states. Polypro tubs
are available in single and twin sizes,
each tub with a 22 -gallon capacity. De-
signed 25" front to back, the single unit
is 22" wide. Manufacturer also offers a
wall -hung tub with similar features of
the single unit.

3-6 CERAMIC FLOOR TILE

A line of ceramic floor tile has been in-
troduced by Florida Tile Industries, Inc.
"Earthstone" comes in three colors:

paddock brown, Belle Isle blue, and
alabaster white. The mottled glazey fin-
ish has been formulated to be resistant
to abrasion; tile is suitable to both com-
mercial and residential applications.

Available in five sizes in square, rec-
tangular and hexagonal shapes.

3-7 CARPET SPOT REMOVING
KIT

Advance Floor Machine Co. announces
a professional spotting kit for stains and

stubborn spots that don't respond to
ordinary detergent carpet shampoos. In
addition to general instructions and a
simplified spotting chart, each kit con-
tains one bottle each of aerosol "Spot
Bomb" detergent spotter, aerosol "Dry
Powder" spotter, tannin spotter, dry -
solvent de -greasing spotter, enzyme pro-

tein digester, and a brush. Individual

refills and replacements are available
for each item contained in the kit.
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3-8 PLAYGROUND SCULPTURE 3-11 ALARM CONTROL STATION

The "Moon House," a 6' high and 8'
long playground sculpture made of pre-
cast concrete, reinforced with steel, is

available from Form, Inc. The barrel -like

form stands on four legs and has small
and large holes for climbing and crawl-
ing. Its surface is smooth and all edges
are fully rounded for safety. The Moon
House weighs 5,520 lbs. and is truck -

delivered, pre -assembled and ready for
installation. Available in natural cement
and muted tones of red, yellow, orange,
brown or black.

3-9 FIREPROOF PLASTER

"Pyrosafe," from Inorganic Resin Manu-
facturing Co., is a plastering material
that forms a fireproof coating on steel,
concrete, masonry, and other surfaces.
Applied wih spray gun or trowel, it sets
in less than four hours to a hard, antique
white finish, according to manufacturer.
It also insulates against outside heat and
cold. It needs no finish coat but can be
decorated.

3-10 WASH CENTER

The Model A Bradpack pre -assembled
wash certter has been introduced by
Bradley Washfountain Company. Fea-
turing a self -closing valve control for
water flow and temperature, compact
model projects into room only ii/".
Foot -lever controls volume and wrist
blade handle on the faucet cover con-
trols temperature. An optional integral
waste receptacle is located behind the
front panel.

Acron Corp. makes available a total
alarm control station which, after de-
tection of unauthorized intrusions,
burglaries, fires, etc., proceeds to auto-
matically dial -out messages to specified
authorities or central stations. It also

verifies the intrusion through a "listen -
in" mode to confirm the validity of the
alarm. "Commander" is available in
building block modules or as a com-
plete system.

3-12 BILLING SYSTEM

Wang Laboratories has introduced the
Wang 900, a high-speed billing and in-
voicing system that requires no special
operating skills. The system is composed
of a specially modified Selectric printer
and a Wang 900 desk top computer. It
is programmed via tape cassette and any
number of different programs may be
used simply by changing the cassette.
Wang provides standard billing and in-
voicing programs with each unit. Small

in size, the system will fit onto existing
secretarial desks. It gives the user the
opportunity for accumulating valuable
management data as an automatic by-
product of the billing cycle.

3-13 SHAG CARPET CARE

A six -page brochure designed to en-
courage proper care of shag carpeting is
available from Racine Industrial Plant,
Inc., maker of Host Dry Cleaner for
carpets. Entitled "Shag Carpet Care,"
it covers regular shag care, including
vacuuming and raking, removal of spots
and stains, and thorough cleaning on a
once -a -year basis.

Want to invest in real estate?
Know when to invest, what to buy,
and how to buy it-

REAL ESTATE
IN VESTMENT
STRATEGY
By MAURY SELDIN, The American University
and President of the Homer Hoyt Institute and
RICHARD H. SWESNIK, Swesnik and Blum,
Inc.

"There are many books on the shelves of all real estate offices
but this is the first time that it has been my privilege to read a book
which from cover to cover . . . touches on every aspect of the business
and on every kind of real estate transaction. This is indeed a great
achievement and a splendid contribution to the literature of the business
world.' '-David Scribner, David Scribner and Associates, Inc.

"A successful Washington real estate investor and a university
professor have teamed up to write what could become the textbook on
making big money in building and Iand."-The Evening Star, Washing-
ton, D.C.

1970 256 pages $9.95

Available at your bookstore or use this coupon -

I WILEY.INTERSCIENCE, DEPT. 470
605 Third Avenue, New York, N.Y. 10016
Gentlemen: Please send me REAL ESTATE INVESTMENT STRATEGY @ $9.95 (0 471

I 77560-6).
I LIJ My check (money order) for $_ is enclosed. fl Please bill me.

Name ____________________________________________ Title ____________ -.

I Firm ________________________ Address

I City State Zip- -------- -------- -------
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3-14 INFRARED HEATER 3-16 LAWN TOOLS

The SunStrip SS4O is a vertical 30,000
BTU -per -hour gas infrared heater for
portable, wall, or post -mounted use

from Infrared Dynamics. The 34" x 8"
x 8" unit operates on natural or propane
gas, requires less than one square foot
of floor space and weighs less than 20
pounds. Its portable base is removable.

3-15 LIGHTED HANDRAILS

Dual-Lite Company announces a hand-
rail emergency lighting system for the
corridors, ramps, and stairwells of nurs-
ing homes, institutions, offices, apart-
ments, etc. The lighted posts, mounted
on an average of 4 -foot intervals, are
readily visible for quick grasp and
illuminate the floor beneath even in the
event of fire when smoke is heavy. If
the normal 120 volt power fails, lighting
is automatically switched to a 12 or 32
volt DC power, then back to 120 when
the emergency is over.

'WomeWs Lib' can
move wives
(right into your

8an ThE

Garba1
Ccn4

I I

"Women's Lib Begins At Home"
our theme for 1971 which millions of
women will read and heed. Because
In-Sink-Erator disposers ensure
freedom from garbage problems,
they're powerful sales persuad- '

ers. Eight models to choose
from; over 800 Service Centers
nationwide. With 50 units or
more you get a free maintenance
program that saves
a sinkful of service
costs.

The Disston Division, H. K. Porter Co.,
Inc., has developed a line of lightweight,
pushbutton, cordless electric lawn prod-
ucts. The grass shear, upright grass

shear (with long handle and wheels),
heavy-duty grass shear, and hedge trim-
mer feature self-contained battery opera-
tion, rechargeable batteries, and a re -
charger for overnight renewal. The
operator simply pushes a button and
guides the shears while it cuts around
lawn edges, flower beds, trees, patios,
and walls.

r1

I

INS1T0R DIVISION
EMERSON ELECTRIC CO.
4700- 21st STREET, RACINE, WIS. 53406

ISMERSON

IN SINK ERATDR®
Worlds Largest Producer of Garbage Disposers and Trash Compactors

NOW

3-17 FIRE PREVENTION
BULLETIN

Methods of fire protection in large
buildings are described in a bulletin
by Syska & Hennessy, Inc., consulting
engineers. Basic engineering information
concerning fire prevention and protec-
tion measures are suggested. It reviews
how fires develop, when most of them
occur, what can be done to prevent
them from starting and what systems
can prevent injury and damage in the
event fire does occur.

3-18 VINYL REPAIR KIT

A kit is available from Advance Color
Corp. for the repair of cuts, tears, ciga-
rette burns and holes in vinyl and leather.
Colorless, jelly -like "Instant Vinyl 1"
bonds edges of vinyl, making a smooth
flexible weld. "Instant Vinyl 2" levels
and flattens bonding agent for a smooth
finish and "Color -Flit" recolors the sur-
face. Products are available in 2 -oz.

applicators, pints, quarts and gallons.

IMPROVE YOUR LAND
VALUES... BUILD PONDS
ON ANY SOIL

1. Excavate to
any width,

- .-.--. . length, and
lI'.

depth; smooth
surfaces.

-- .1i. 2. Join and
W : spread large=li.

-

1
3. Cover for
protection. You

d now have
impermeability
for many years.

11

If you have potential or present seepage problems, earth
movement problems, cost questions, or longevity worries,
let us send you information on Staff PVC (polyvinyl chlo-
ride) liners for possible application to your needs.
WRITE FOR BULLETIN

STAFF INDUSTRIES, INC.
78 Dryden Rd., Upper Montclair, N.J. 07043, 201-744.5367

1982 W. Jefferson Ave., Detroit, Mich. 48216
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Course ONE:
Practical Methods
for Successful Property
Management
Topics include: El Management Agree-
ment & Fees El Maintenance El Ac-
counting & Insurance El Merchandis-
ing El Rental Space & Leasing El Real
Estate Economics & Finance i: Neigh-
borhood & Property Analysis 0 Re-
habilitation, Modernization & Conver-
sion. $225

Course THREE:
Executive Management
Seminar (Developing maximum
potentials in Investment Properties)

In seminar, the student is taught to
prepare either El a management sur-
vey or El a feasibility study (Washing-
ton, D.C. only). El The conclusions of
both will indicate what can be done
to enhance the productivity and value
of his investment to realize maximum
potential profit. El Complete data is

supplied on an actual property and
El a site inspection is made. $175

Course TWO:
Analysis and
Management of
Investment Property

Nothing is static in the real estate picture. That
includes property management . . . and should
include you. When the building's completed,
the management job has just begun.

In 1971, IREM offers you more training
courses at more locations than ever before. You
have more opportunities to acquire the proven
techniques in the management of investment
property-presented by skilled educators, each
an expert in the real estate field. Their experi-
ence spans the spectrum of property types in-
cluding apartments, office buildings, shopping
centers, industrial projects, condominiums, and
low-income housing.

We challenge you to look around, notice the
changes-decide where you stand and just
where you're going.

Institute of Real Estate Management
of the National Association of Real Estate Boards

155 East Superior Street / Chicago, Illinois 60611

(312) 664-9700

Topics include: El Capitalization of
Income El Tax Considerations & Prob-
lems El Cash Flow Projection 0 Eco-
nomic Analysis of Income & Expense
El Budgeting & Stabilization El Eco-
nomics of Alternates El Tenant Rela-
tions & Management of Low -Income
Housing El Financing El Condomini-
ums & Cooperatives. $225

Course FOUR:
Office Building
Development, Leasing,
and Management
The development of an office build-
ing from the "idea" stage to the leas-
ing, merchandising, and management
of the complete working unit. Topics
include: El Developing a Manage-
ment Plan 0 Standard Operating
Procedures El Employee Relations El
Maintenance El Tenant Relations 0
Office Design El Financing. $225

Enroll NOW
in an IREM course for 1971...

El Course ONE
Mar. 28 -Apr. 3 Milwaukee
Apr. 25 -May 1 Washington, D.C.
Sept. 12-18 New Orleans
Oct. 24-30 St. Louis

El Course TWO
Mar. 21-27 Boston
May 16-22 Atlanta
Oct. 3-9 Phoenix
Oct. 17-23 Montreal

El Course THREE
Mar. 10-13 Denver
June 16-19 Toronto
Sept. 8-11 Indianapolis
Oct. 27-30 Washington, D.C.

El Course FOUR
Apr. 18-24 Miami
June 20-26 Chicago
Oct. 10-16 San Diego
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tBOLISII TIlE 111111.11 DEGREE?

We think not! At least not as it
applies to the operating data on apartment
buildings. We think that property man-
agers, investors, trustees of estates,
government housing officials and anybody
else concerned with operating costs and
income standards wants to know the whole
truth.

If you're willing to submit your
apartment buildings to our third degree,
we'll be able to publish the whole truth
about income/expense ratios in the 1971
Apartment Building Income -Expense Analysis.

The Apartment Buildijncome-Epense
Analysis is a digest of what it costs and
what is earned relative to apartment build-
ings of 12 units or more. The vital
statistics we gather are averaged and
presented according to type of building,
geographic locale or metropolitan area, and
age of building. All statistics published
are average statistics, and the specific
data on individual buildings are held in
confidence.

If you're willing to undergo our third
degree, we're willing to reward you hand-
somely. Each contributor receives a
computerized print-out showing his build-
ing's average expense and income per room
and per square foot on an item -by -item
basis. These are your rights: When the
Analysis is published, you'll also receive
a complimentary copy of this $30 report.
With your individual print-outs and our
published regional and national data,
you'll be able to compare your operation
with standard norms and see just how you
stand.

We think our third degree gives a high
degree of service to you and to the field
of professional management. So why not play
ball with us? If you'll turn over the
evidence to us now, we can make your future
a lot easier.

For Income -Expense Analysis Partici-
pation Forms, write to:

The Institute of Real Estate Management
155 East Superior Street
Chicago, Illinois 60611
(312) 664-9700

The Apartment Building Income -Expense Analysis
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