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nance activity Our discussions reinforced the fact that running a

responsive, proactive organization requires an essential ingredient

for success-your involvement. Ongoing participation from you
is crucial as we strive to realize our vision: to become the leading edge resource for the
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As we move through 2005, we will continue to bring our vision into focus. How
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One place we're sure to be scanning is wherever our members are-at IREM
meetings, both national and chapter. We'll be asking you questions that will give us

information to help us help you do your job better, faster and more professionally.

For starters, we'll be asking chapter meeting attendees to respond to a survey with
three critical questions:

 What two or three key business challenges do you see facing you during the next
two to three years?

 Is there a business problem you currently have for which you have not been able to

find help?

 What program or service could the Institute provide that would be a "must have"
product for you?

Even if IREM's leadership can't make it to your chapter this year, we still seek
and value your input. Log on to the Member Services section of www.irem.org and

complete the survey.

Help us develop the tools you need to overcome challenges and improve your
business. The Institute is committed to providing you with the resources you need
to be the best of the best.

Ton''-SmiIh, CPM
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Congress Pass
Bankruptcy Pro
The House passed the Senate -approved Bankruptcy Abuse

Prevention and Consumer Protection Act on April 14, At

press time, President Bush was expected to sign the bill

into law. The Institute has lobbied for this legislation for five

years. Once signed into law, this will establish four long -

sought commercial real estate provisions: eliminating the

cap Of] single asset bankrLlptcies, providing new protec-

tions for shopping center owners, closing the loophole that

allows rental housing tenants to avoid eviction and allowing

homeowner and condo association fees to be non -

dischargeable. More than 9,300 REALTORS and CPM

Members responded to the Bankruptcy Call for Action.

Association Health Plans
Could Soon be Reality
In an effort to resolve the issue of inadequate health insurance

coverage among working families, a bill in support of the
Association Health Plan (AHP) has been reintroduced in the

House. AHPs are structured to allow small business owners and

the self-employed to jointly purchase a more affordable health

care package.

Backed by President Bush along with a team of bipartisan leg-

islators, the Small Business Health Fairness Act (H.R. 525) will

be considered after its passage through the House Education and

Workforce Committee chaired by Rep. John Boehner (R -Ohio).

"Street" Smarts: Lessons Learned in Nashville
Recently, a resolution was ititroduced in

the Metro Nashville City Council seeking a

state law requiring landlords to store the

belongings left behind by evicted tenants.

Property managers argued the legislation

would not be cost-effective, considering

the transportation anti storage costs for

items evicted tenants often do not retrieve.

Currently, Tennessee property managers

typically place evicted tenants' belongings

on the curb for a day before donating or

discarding them.

The Sheriff's department invited the

councilmember who introduced the resolu-

tion to ride along and converse with resi-

dential and commercial rental property

owners and managers. The counicilmember,

whose objective was to reduce criiiie and

beautify the city, saw firsthand the chal-

lenges property managers face and flOW

argues property managers should he able

to dispose of the abandoned property
immediately; a positioni that supports real

estate interests and aims to prevent crime

and disorder.

JPM' www.irem.org
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Final FACT Act
Disposal Rule
The final rule of the Fair and Accurate Credit

Transactions (FACT) Act of 2003, effective

June 1, 2005, requires the proper disposal of

consurner report information by individuals

and businesses possessing these docu-

ments. The Federal Trade Commission rules

stipulate "reasonable measures" be taken

for safety against unauthorized access to

sensitive consumer information.

The rule largely affects commercial real

estate brokers, mortgage brokers, property

managers and landlords, however, any

REALTOR possessing this information, whether

in paper or electronic form, must comply with

the disposal procedures indicated in the reg-

ulations when discarding the material.

Managers are not required to perform

new record -keeping procedures, nor are

there new standards of practice for busi-

nesses or individuals that already perform

protective measures against outside acquisi-

tion of sensitive consumer information. The

Institute supports implementation of the pro-

posed rule. The FACT Act disposal rules are

available in the November 24, 2004 edition of

the Federal Register (69 FR 68690).

Victory on Tort Reform Legislation
The Class Action Fairness Act of 2005 passed both the House and Senate
in February and has been signed into law by President Bush. Tort reform has
been a priority issue for the Institute. Its goal was to restore the availability of

liability coverage at realistic rates for the commercial real estate community

through reform of the existing tort system, including moving large class action

law suits from state to federal courts.

TIC Workgroup Update
The Institute is collaborating with NAR's Tenant in Common (TIC) workgroup to provide

those in the TIC industry with clarification of when transactions concern real estate ver-

sus securities.

A January meeting between NAR President Al Mansell and the Chief Counsel of the

Securities and Exchange Commissions (SEC's) Division of Market Regulation focused on

the sanctioning of REALTORS participating in a fee -splitting arrangement for TIC securities

transactions between brokers/dealers and real estate licensees.

Mansell's argument rested on three main points: in view of the fact deeds are struc-

tured within the deal, TIC transactions are considered real estate; according to current

laws, the transfer or sale of property must be brokered by a body with a real estate

license and it is beneficial to have REALTORS involved in TIC transactions dLie

to their expertise and ability to provide clients with proper direction based on their

property needs.

The SEC requested NAR staff constrLict a strategy to resolve the question of REALTOR

involvement in TIC secLirities transactions. The InstitLite will keep members updated with

further developments.

(See 1040 on page 18 for more information on this issLie.)

Banks in Real Estate Still Unresolved
Legislation has been introduced again in both houses (H.R. 111 and S. 98)
to prohibit banks from entering into real estate brokerage or property
management. Last year, Congress passed a one-year prohibition on banks in

real estate, but a permanent ban has remained out of reach. The Institute
will be working in partnership with NAR to encourage enactment of the leg-
islation this year.
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by Karen Haim

Inland Empire Tops for Rental Returns
The Golden State continues to dominate the list of hot multifamily markets, with Riverside -

San Bernardino earning this year's top slot. Five of the nation's 10 strongest rental sites are

in California, according to Marcus & Millichap's 2005 NationalApartment Index, a snapshot

analysis that ranks 42 cities based on a series of 12 -month, forward -looking supply and

demand indicators. The Riverside -San Bernardino region's strong demographic and employ-

ment trends, a recent run-up in housing prices and low vacancy rates will fuel the nation's

leading 2005 rent growth figure of six percent. At the other end of the spectrum, Indianapolis

placed at the bottom of the list after Houston and Cincinnati, beleaguered by below -average

job growth and double-digit vacancies. Typically, cities in this position are struggling with

supply issues and/or a weak labor market. The following areas round out the top 10 markets

for this year:

2005 Rank City 2004 Rank

1 Riverside -San Bernardino 4

2 San Diego 2

3 Orange County (Calif.) 1

4 Las Vegas 6

5 Los Angeles 3

6 Washington, D.C. 8

7 Boston 10

8 Fort Lauderdale
-

5

9 New York City -Manhattan 12

10 Oakland 7

Source: Marcus & Millichap

Factors in Ranking

Self -sustaining economy with growth in

key industries, rising home prices, low vacancy

Low vacancy, strong rent growth, limited supply

Rising interest rates, job growth

Leading national job growth, vacancies in check

Lowest national vacancy forecast,

second -highest projected rent growth, job growth

Solid job growth, low and declining vacancy,

low housing affordability

Economic improvement, declining housing

affordability

Job growth

Improvement in all submarkets

Improved East Bay economy

Execs View
Global Economy as
Greatest Threat
The health of the global economy

is seen as the biggest threat to compa-

nies' success in 2005, according to the

results of a recent Accenture survey of

senior executives. Nearly 900 leaders at

many of the world's largest organiza-

tions were asked to select from a list of

10 threats to corporate success and the

majority (74 percent) chose 'the health

of the global economy." "The competi-

tion" ranked second (72 percent), fol-

lowed by "my company's reputation" (64

percent), "inability to attract and retain

the best talent" (53 percent) and "low

employee morale" (50 percent).

The study revealed noticeable differ-

ences between executives in different

countries. While terrorism was viewed

as a major threat in the United States

and Spain, only 44 percent of respon-

dents overall viewed it as such. In

the "inability

products and services" was seen as the

greatest threat (91 percent), while only

63 percent globally selected this item as

most pressing and only 40 percent in the

United States. Concern over the global

economy was highest iii Italy (88 per-

cent) and France (84 percent) and low-

est in Germany (55 percent).

Largest Shopping Centers Set to Open in 2005
1. Lake Ridge, Thornton, Cob. 5. Kendall Town Center, Miami 8. Northfield at Stapleton, Denver

Total center GLA: 2 million Total center GLA: 1.35 million Total center GLA: 1.2 million

Market positioning strategy: Power center

2. Coconut Pointe, Bonita Springs, Fla.

Total center GLA: 1.8 million

Market positioning strategy:

Traditional tenant mix

3. The North Rim Village, San Antonio

Total center GLA: 1.5 million

Market positioning strategy: Power center

4. South Bay Crossing, Carson, Calif.

Total center GLA: 1.5 million

Market positioning strategy: Power center

Market positioning strategy: Market positioning strategy: Lifestyle

Traditional tenant mix 9. St. Johns Town Center, Jacksonville, Fla.

6. Shops at La Cantera, San Antonio Total center GLA: 1.2 million

Total center GLA: 1.3 million Market positioninci strategy: Upscale/fashion

Market positioning strategy: 10. Pittsburgh Mills, Tarentum, Pa.

Traditional tenant mix Total center GLA: 1.2 million

7. Atlantic Station, Atlanta Market positioning strategy: Off price

Total center GLA: 1.2 million
Source: National Research Bureau, Inc., a subsidiary of

Market positioning strategy: Lifestyle CoStar Group, Inc.
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by Karen Haim

Inland Empire Tops for Rental Returns
The Golden State continues to dominate the list of hot multifamily markets, with Riverside -

San Bernardino earning this year's top slot. Five of the nation's 10 strongest rental sites are

in California, according to Marcus & Millichap's 2005 NationalApartment Index, a snapshot
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2 San Diego 2
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4 Las Vegas 6

5 Los Angeles 3

6 Washington, D.C. 8

7 Boston 10

8 Fort Lauderdale
-

5

9 New York City -Manhattan 12

10 Oakland 7

Source: Marcus & Millichap

Factors in Ranking

Self -sustaining economy with growth in

key industries, rising home prices, low vacancy

Low vacancy, strong rent growth, limited supply

Rising interest rates, job growth

Leading national job growth, vacancies in check

Lowest national vacancy forecast,
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Job growth

Improvement in all submarkets

Improved East Bay economy
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QuotabIes

t talk

> Healing Gardens
University of California, Irvine social ecologist Oladele Ogunseitan has created a for-

mula to design landscapes that promote well-being. His recently published
methodology examined topophilia-a person's love of place-to dissect preferences
for specific environmental features. Natural (water, trees, flowers, hills), sensory (col-

ors, smells, sounds, light), familiarity (spaciousness, privacy) and complexity (mystery,

texture) elements of an urban landscape were rated for their perception as healing or

restorative and responses analyzed against a subject's general sense of mental well-
being. He found a positive association between a person's connection to a restorative

environment and their mental health, with the presence of flowers and large bodies of

water viewed as most therapeutic. According to Ogunseitan, this type of assessment

can assist urban planners, architects and landscape designers involved in projects with

large communal spaces. He cites the Vietnam Veterans Memorial in Washington,
D.C., and the Getty Center in Los Angeles as examples of designs that incorporate
healing elements.

>: Star Scores
Almost 2,000 buildings, representing nearly 400
million square feet, have earned the Environmental

/ / Protection Agency's ENERGY STAR rating. These
/ / structures save an estimated $200 million annually

and reduce greenhouse gas emissions by approximately

six billion pounds, equivalent to the emissions of 500,000 cars. Included among
ENERGY STAR buildings are more than 900 offices and 655 supermarkets, medical
offices, hospitals and hotels. California, with more than 500 qualifying buildings, and

Texas lead the nation in achieving this rating. In 2004, more than 700 buildings
received the ENERGY STAR label, the largest increase since the program began.
More than 50 percent of buildings joining the program last year were supermarkets or
grocery stores.

>: Take a Test Drive
New building owners and managers might want to double check the performance of

their ventilation systems before accepting the door keys from their contractors. A

National Institute of Standards and Technology (NIST) analysis of a recent
Environmental Protection Agency survey of 100 U.S. public and commercial build-

ings found actual post -construction ventilation conditions are often different than
expected based on building design. The analysis showed frequent instances of under-

ventilation, a condition that can cause poor air quality, occupant discomfort and even

illness, as well as overventilation, which can boost energy costs dramatically. The

NIST researchers said such findings highlight the importance of early testing of a ven-

tilation system's ability to achieve design intent. The differences between actual versus

predicted ventilation rates argue for regular maintenance checks. The analysis also
noted instances where building engineers could not find ventilation systems plans or
found the ventilation system equipment itself inaccessible.

if you have no bad debts, you're not making

enough sales."

Steven Roth, chairman and chief executive,

Vornado Really Trust

Last night somebody broke into my apart-

ment and replaced everything with exact dupli-

cates.... When I pointed it out to my roommate,

he said, 'Do I know you?'

Steven Wright

In the past we were looking for assets.

Now, we're looking for relationships.

Douglas W. Shorenstein, chairman and
CEO, Shorenstein Co.

The trouble in corporate

America is that too many

people with too much power

live in a box (their home),

then travel the same road

every day to another box (their office).

Faith Popcorn

Just as highways were a critical

infrastructure component of the last century,

wireless Internet access must be a part of

our infrastructure for the 21st century.

John F. Street. mayor, Philadelphia

have no recollection of what we did in

1992. Why, that was 13 years ago.

Bernard J. Ebbers, former chief executive,
WorldCom

believe that if you can't buy it at

Bloomingdale's or Macy's, you don't need

Terry J. Lundgren, chief executive, Federated

Department Stores

There's no business like show business, but

there are several businesses like accounting.

David Letterman
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Famous Properties

The Burnishing of Atlanta
Smart growth shapes a mixed -use development on a former
brownfields site

Midtown Atlanta seems destined to once
again rise from seeming destruction to find

new purpose. One of the first sections of
the city to be rebuilt following the Civil
War, the area became home to Georgia's
first steel mill in 1901. Close to a century

later, the land where the plant stood was
contaminated from heavy industrial use
and had been on the market for more than

25 years. It was eventually purchased by
Jacoby Development, which teamed with
MG Global Real Estate to create a new
2417, live/work/play community on thc
site. The success of their $10 million reme-

diation and redevelopment project is a

testament to the cooperation of federal,
state and local agencies with diverse envi-
ronmental and economic goals.

The new Atlantic Station development

was designed to maximize the area's
water, air and woodland potential. The
138 -acre project has been recognized
with regional and national awards from
the Environmental Protection Agency for

excellence in brownfields redevelopment.

When complete, the pedestrian -friendly
community will comprise 1.5 million

square feet of retail and entertainment
facilities, more than 6 million square feet

of Class A office space, 10,000 residential

units in a variety of price ranges from
affordable to luxury and 1,000 hotel
rooms, all located among 11 acres of
public parks.

'While the Atlantic Station joint venture

is developing the initial office and retail por-

tions of the project, The Lane Company,
AMO, became the first private firm to pur-

chase land for multifamily units at Atlantic

Station. Mark Pollack, CPM, president of
Lane Investment & Development, said early

work on the recently remediated site pre-
sented a few challenges.

"The most unique aspect of this sort of

massive urban redevelopment was the tim-

ing of the delivery of services," he

explained. "'When we first started, there
was very little access. It was like building on

the moon. Our first phase of apartments
was up and built, leasing in the middle of a

massive construction site. You could hardly

find the property. We had a lot of tempo-
rary signage and human directionals-
things you do to make people come to a
property or enable them to find it. It was

pretty problematic. Over the last couple of
years, the rest of the project has emerged."

Pollack said Lane expects to build a
total of about 1,700 apartments and con-

dominiums. "We're involved in all of the
mid -density residential at Atlantic Station,

which goes from four- to five -story and

everything from affordable rental to

luxury condos."

Their Residences at Atlantic Station
will include: The Park District apartments

and townhomes, a mixed -income com-
munity; The Art Foundry luxury condo-
miniums; ATL Lofts, crowning buildings
in the retail/entertainment district; "ele-
ment" luxury condominiums; "Icon," an
apartment community with 20 percent of
its units designated as affordable and The

Flats student housing. The apartments are
managed by Lane Management LLC, and

the firm's CondoLane division is market-
ing the condominiums.

The retail portion of Atlantic Station is

scheduled to open in October and its first
office tenants arrived in spring 2004.

From mill to mall, Midtown's transfor-

mation at Atlantic Station is setting new
standards for this century.

The Art Foundry condominiums viewed from Atlantic Station Commons Park. Atlanta's newest live/work/play

community stands on a former brownfields site.
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Cl)
 A 13th floor is missing in more than

80 percent of high-rise buildings.

C.)

 Arkansas, Florida, Idaho, Illinois,

Kentucky, Massachusetts, Tennessee,

Texas and West Virginia all have cities

C/) named Paris.
 Flag Day is celebrated on June 14 to

honor the 1777 anniversary of Congress

adopting the Stars and Stripes.

 Almost 63,000 trees are felled to print

the Sunday edition of The New York limes.

 To take a dip in the country's largest

swimming pool, one must travel to

the Biltmore Hotel in Coral Gables, Fla.

 An open fireplace damper is the
equivalent of having a 180-sq. in. hole

in a roof.

Sea'"
Me.

c::;

www.sitesacrossamerica.com

Searching for a new site? This free, confidential resource, sponsored

by a group of electric cooperatives, provides access to lists of avail-

able industrial parks, buildings and "shovel -ready" properties, along

with contact information for local property owners, utilities and area

economic development officials. Users can search by location, proper-

ty size, price and comnluriity demographics.

www.energydirectory.org

This nationwide directory is a free, independent guide to conipanies

and organizations that provide energy efficient and renewable ener-

gy products and services. The unique format allows users to quickly

locate vendors to meet their specific needs, including manufacturers,

developers, consultants, retailers and government agencies that

offer incentives.

www.irem.org/iremfi rst/best-practices.cfm

Looking for a 24/7 place to exchange ideas and consult with

colleagues? The IREMFIRST Best Practices Forum is a medium to

pose questions for peers and share or receive advice. Responses are

reviewed by IREM nioderators prior to posting online to ensure

content quality. The forum is open to all property managers-member

and non-member.

 The number of U.S. VoIP subscribers

is projected to increase from about one

million to 18 million by 2008.

 The most recent U.S. Economic Census

recorded 38,436 property man-
agement firms (26,223 residential

and 12,213 nonresidential).

 Napoleon was afraid

of cats.

Pulse Points
Log onto www.irem.org/jpm to answer this issue's online survey.

Real-time results will appear on the site and a final tally will be

published in the next issue.

Question
Are you using an online utility billing manageiiient system at any

of the properties in your portfolio?

[1 Yes

but I'm investigating options and pricing

(No, but I plan to within the next year

but I plan to within the next two to three years

I don't see the value

The results are in for last issue's poll:
Technology amenities such as wi-ti are key factors in attracting

and retaining tenants.

_hat AgruQ% 
Wt Know 11 .O°Io

Somewhat Disagree 14.5%

Strongly Disagree 4.5%

Based on 311 responses
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Good Day Sunshine
The Southeast shows steady gains with
standouts in Nashville and Florida
by Amanda Druckman

Maryland:

Balti-MORE Improvements

The Baltimore office market vacancy

rate rose slightly in the fourth quarter

of last year to 13.9 percent, according

to a GB Richard Ellis report. The
same analysis indicated the market
registered 127,920 square feet of neg-

ative absorption during the fourth
quarter with nearly 2. 1 million

square feet under construction,

mostly in the BWI and Columbia
submarkets. The average asking rent
for metropolitan office space was
$19.79 per square foot.

The Baltimore industrial vacancy

rate decreased toward the end of last

year, down to 9.6 percent. Tenants

seeking space will likely drive the rate

down even further. According to GB

Richard Ellis's Market View Baltimore

Industrial, Fourth Quarter 2004, dur-

ing the last quarter absorption

increased by 279,000 square feet,

bringing the year-to-date total to 3.2

million square feet, which represents a

two -percent growth rate. The average

asking rent per square foot was $5.10;

total rentable area was 152,618,178

square feet.

GB Richard Ellis expected the
Baltimore markets to slowly improve

during the coming months, boosted
by increased rental activity

Virginia: Slow Rebound

The Northern Virginia industrial

market vacancy rate has gradually
declined since late 2003 and now rests

at 7.8 percent, according to GB
Richard Ellis's Market View Northern

Virginia Industrial, Fourth Quarter

2004. That figure is expected to con-

tinue dropping during 2005. The

report also noted last year's strong
leasing activity especially in the ware-

house sector.

The region's office market was a
strong performer as well, with almost

a two -percent vacancy drop (11.5 per-

cent to 13.2 percent) reported in
Market View Northern Virginia Office,

Fourth Quarter 2004. The vacancy

rate has steadily declined since the end

of 2002. Lease rates now average
$26.23.

North Carolina: Activity on the Rise

The Gharlotte markets, both office
and industrial, have seen increased
activity as well. The industrial market

is experiencing a more gradual recov-

ery with vacancy rates at 9.2 percent at

year-end, down from 9.3 percent at

the same time in 2003, according to

Market View Charlotte Industrial,

Fourth Quarter 2004. The report
notes more than 600,000 square feet

under construction.

Office vacancy rates dropped

to 16.7 percent and absorption

rebounded in the fourth quarter of
last year. However, according to

MarketView Charlotte Office, Fourth

Quarter 2004, landlords are still

offering concessions to attract tenants.

Georgia: Recovery on its Mind

The Atlanta industrial sector saw the

continuance of a recovery that began

in 2003, ending last year with a 16.2 -

percent vacancy rate, nearly a ft1ll

percentage point below the previous

year's, according to GB Richard Ellis's

Ma rket View Atlanta Industrial, Fourth

Quarter 2004.

In kind, Atlanta's office market has

seen vacancy rates gradually declining

and absorption reaching its strongest
performance since 2000. In

MarketVjew Atlanta Office, Fourth

Quarter 2004, lease rates were

reported unchanged since the middle

of last year, at $19.81. The report
claimed the market is poised for
tremendous gains this year if

improved job growth continues. Lease

rates are expected to improve once job

growth is steady and new construction

is limited.

Tennessee: Let's Go Shopping

Nashville's markets are being led by

the city's retail sector boom-approxi-

mately 1.8 million square feet of space

are under construction and nearly 2.8

million square feet are planned for
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declined since late 2003 and now rests

at 7.8 percent, according to GB
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2004. That figure is expected to con-
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report also noted last year's strong
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Market View Northern Virginia Office,
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$26.23.
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notes more than 600,000 square feet
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future developments, according to
MarketView Nashville Retail, Fourth

Quarter 2004. The report showed
vacancy rates fell almost a full percent-

age point, from 7.8 percent to 6.9
percent, since the third quarter. With

a strengthening local economy and
dropping unemployment rate, net

absorption reached almost 400,000
square feet and asking rents rose more

than 50 cents since the third quarter

to $12.09.

As mentioned in Ma rket View

Nashville Office, Fourth Quarter 2004,

the city's office market has been beset

by tenants moving from downtown to

larger, suburban spaces. Downtown

developers have reacted in ldnd, with

plans for more Class A office con-
struction in coming months. During
the last quarter of 2004, vacancy rates

were stable, around 12.7 percent, as
were lease rates at $16.61.

The industrial market has been
keeping pace with the retail sector,
witnessing its lowest vacancy levels
of the year, 8.5 percent, during
the fourth quarter, according to
Market View Nashville Industrial,

Fourth Quarter 2004. Absorption
totaled four million square feet on
the year and lease rates were steady
at $3.84.

Florida: Sunshine Days

In Miami, improving economic sec-
tors lead to a marked increase in
demand in the industrial sector,

according to GB Richard Ellis's

Market View Miami Industriah Fourth

Quarter 2004. The report noted
industrial vacancy rates declined to
6.5 percent and lease rates were on the

rise, up to $6.12 per square foot. GB

Richard Ellis forecasted at least a 10 -

percent increase in submarket rental
rates during 2005.

The Miami retail market is expe-

riencing tremendous growth in large

part due to a population boom,
according to MarketView Miami -
Dade Retail, Fourth Quarter 2004
from GB Richard Ellis. A building
surge including 31 large-scale condo-

minium projects, most of which
have ground -floor retail space, has

only helped the sector along with
thinning supply. Vacancy rates have

dropped to 5.8 percent; average lease

rates are $20.93 per square foot.
Both of these figures are improve-
ments from 2004.

On the office side, according to
Ma rket View Miami Office, Fourth

Quarter 2004, there has been positive

absorption, increased rental rates from

$23.98 in the third quarter to $24.50

and a dropping vacancy rate, 14.2 per-

cent. Much of the absorption, 75
percent, was in Glass A properties.

Farther north in Jacksonville, retail

vacancies are down to 5.19 percent

and lease rates are up to $11.54 per
square foot. GB Richard Ellis's

Market View Jacksonville Retail, Fourth

Quarter 2004 forecasted continued

growth of grocery -anchored centers

and the expansion of big -box retailers,

as well as the introduction of new ten-

ants such as Kohls. Vacancies in
Jacksonville office properties dropped

to 16.42 percent according to GB
Richard Ellis, due largely to suburban

activity. This figure is the lowest year-

end vacancy rate since 2000. The
office condominium conversion trend

is continuing as well.

Tampa Bay office activity
increased in 2004, bolstered by
improving economic conditions and
a growing work force. According to
Ma rket View Thmpa Bay Office,

Fourth Quarter 2004, the many com-
panies increasing their space

requirements drove the vacancy rate

from 16.66 percent at the end of the
third quarter to 16.49 percent.
Expansion is expected to continue
throughout 2005, and concessions
are dropping as lease rates rebound.

The industrial sector in Tampa
Bay saw solid leasing activity last
year and availability rates dropped
to 8.41 percent.
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Open for Business
The emerging Russian marke
attracts both homegrown an
foreign managers
by Zoya Igumnova

In Russia, real estate management

can certainly be termed a young
industry. It is concentrated almost

solely in the business centers of
Moscow and St. Petersburg. Moscow

accounts for about 80 percent of all
managed properties. Its market dif-
fers from that of St. Petersburg.

Moscow has high -end properties-
Class A business centers and prominent

hotels-while St. Petersburg has seen

active growth in Class B and C retail

and business centers, currently the
most in -demand property type.

In the early 1990s, during the ini-

tial stages of the free market, the
leading position in Moscow was held

by Western management companies.

This was the result of foreign compa-

nies coming to Russia to do long-term

business and make substantial invest-

ments. These firms brought along
reputable Western management com-

panies they worked with in their home

countries and the managers brought
experience and mutual understanding

with their foreign partners.

According to Marina Velikoretskaya,

general director, Colliers International

EM., five to seven professional
Western management companies and

about 50 Russian management com-

panies are active today. The operations

of the foreign and native groups are

not the same. For example, Western
companies seek to minimize mainte-

nance costs. High-tech commercial

properties in Moscow require profes-

sional services in order to increase
their investment attractiveness. The

mentality of Russian business implies

that to save money a company should

manage without any assistance.

However, the ineffectiveness of self -

management and the necessity for
professional advice have been proven.

Velikoretskaya said some Russian
management companies lack special-

ized education. The market for these

management services is small, though

it is expected to grow within five years

as a secondary commercial real estate

market emerges.

Tatyana Skalandis, director, Bekar

Management Company in St. Petersburg,

does not share Velikoretskaya's point of

view. She said, despite its youth, the

industry is growing quickly and the
volume of work in Moscow and
St. Petersburg is incommensurable.

Skalandis said Russian management

companies care about their reputations

because all participants in the new
industry know each other. Also, she

said the hotel market is the only sector

where it is difficult to compete with

foreign companies. Western companies

come to Russia willingly, and prof-
itability is one of the reasons they stay.

Currently, St. Petersburg companies

realize 16-19 percent profit, and even

higher figures are found in other
Russian regions-up to 21 percent.
However, as the market becomes satu-

rated, profitability decreases.

The evolution of management ser-

vices in Russia depends on the rate
and quality of commercial real estate

market development. The great land
has great potential. i

Zoya Igumnova is press Secretary of the
Russian Guild of REALTORS.
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"We're known for quality management, and thanks to
Q uadel, we're also known for quality compliance."

As a housing professional, you know that the hard
work of development is followed by hard work of a

different sort - years of high quality management and
compliance with Section 8 and other regulations.

For over 25 years, Quadel has been training and
certifying professionals who are committed to
compliance with affordable housing program
regulations. In the past three years, over
10,000 people have attended the Quadel training
courses that we regularly schedule throughout the
country. We have also developed and run over 150
customized in-house training programs for our clients.

In addition, we provide consulting services for owners,
managers and agencies who have compliance needs
beyond training, For example, we evaluate compliance
quality, solve problems and help our clients prepare
for reviews by government or other auditors.

We're proud to say that our training and consulting
work has produced real results. We have helped our
clients meet housing program rules and regulations,
serve their own residents better and achieve their
management and investment objectives.

For more information, visit our website at
www.quadel.com. Then call our Manager of
Training, Donna Canestra at 202-789-2500. Let's
talk about how we can help you meet your HUD
Section 8 or other regulatory compliance needs.

QUADEL CONSULTING 11th
1'o,eiher we make dffi',encc in ajffrndahle /iou.cing.
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Ante Up
Rent -to -own programs prove a creative resident
retention strategy for apartment owners

by Pamela V. Rothenberg

While the apartment mar-

ket appears to be inching

toward recovery in some regions, pock-

ets are still lagging behind with signifi-

cant vacancy rates and depressed rental

levels. In many areas, new condomini-

um developments and conversions are

continuing at a record pace, making it

virtually impossible for apartment
owners to purchase land or existing
communities at practical prices to

enhance and expand their portfolios.

In the face of these challenges, owners

and managers must emphasize and
refresh their resident retention strate-

gies to remain competitive.

One creative alternative is

the emerging "rent -to -own" trend.

Through rent -to -own programs,

apartment owners afford residents a

savings vehicle for a down payment

on the purchase of a home while
enticing them to remain a renter at
their community until purchase.

Although the specifics of each pro-
gram differ, rent -to -own programs

typically offer residents "credits"

(without imposing any associated rent

increases) based on some percentage

of their monthly rent that may be
applied toward a purchase at the end

of the lease term. The amount of the

available credits varies from market to

market, is typically capped at some
percentage of the home price and can

be used as a down payment but not
converted into cash.

The programs can be established

in partnership with builders, who
often bear all of the associated costs
in exchange for the stream of buyers

received through this partnership. In

those cases, the credits may only be

used for home purchases from the
affiliated builders. Some companies

involved in both the condominium
conversion and rental apartment
markets are tying their rent -to -own

programs to their own conversion
projects, thereby facilitating sales of

their inventory.

There are several reasons to consid-

er offering rent -to -own programs. At a

time when continuing low interest
rates are encouraging people to pur-

chase rather than rent, these programs

can attract tenants and provide them

incentives to stay. Because the credits

build during the renter's occupancy

participants tend to average longer
rental stays. If established in partner-

ship with a builder or other third party,

the programs can be of little or no cost

to implement and, if effective in

attracting and retaining residents, the

resulting reduction in resident

turnover can yield associated savings in

marketing, apartment "make-ready"

and related personnel costs. From the

customer service perspective, the pro-

grams provide an additional and novel

amenity. Given that the ultimate
dream for many people is to own their

own home, this approach can help
promote good will with the residents

throughout an owner's portfolio.

At first blush, it seems counter-
intuitive for apartment owners to
offer incentives for their renters to
become homebuyers. However, with

homeownership in the United States

at an all-time high of 69 percent and

the continuing condominium craze,
rent -to -own programs make sense for

some owners as a creative way to
attract and retain residents before

they make what might otherwise be
an inevitable move.

Pamela V. Rothenberg (prothenberg@wcsr.com)

isa member of the Real Estate Development and

Real Estate Technology Groups at Womble
Carlyle Sandridge & Rice, PLLC.

JPM www.irem.org
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Managing your property is a hole -in-one with Maytag.

VISIT US AT BOOTH 755 AT CLEAN SHOW

How so?. With Maytag' Commercial Neptune' Washers, property managers will not
only save up to 50%* on water and energy costs, residents will be pleased with their
performance and less downtime. Maytag coin- and debit card -ready machines are
dependable and come with top-notch service from a Maytag Commercial Laundry
provider. Contact us for more info on our full line of commercial -grade washers and
dryers, or to find a Maytag Commercial Laundry provider near you.

1-800-688-0208 www. MaytagCommercialLaundry.com

compared to commercial top load washers c2OO5 MayIo Appliances " St
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Meter Readers
Improve utility management and costs
through new devices and enhanced review

by Scott Morey

If you've ever really looked at your

home utility bills, you under-
stand the complexity of rate struc-
tures. Obviously, property utility bills

and utility management in general are

much more complex. Even though
on -site personnel are responsible for

reviewing and approving utility bills,

it is almost impossible to do so with-

out both a separate meter to verifr
usage and an accounting degree to
understand the rate structures.

There are several things managers

can do to verif,' utility bills, obtain
better transparency in utility usage,

and streamline overall maintenance
and management. First, they can
thank the engineering and building
controls industry for advances in tech-

nology and systems to verify bills.

Cost-effective solutions allow the
manager to "shadow" meter utility
usage. These devices vary in both type

and cost; some are wireless devices

that track utility usage on 15 incre-
ments and some are actually separate

meters. Because the tracked data are

not significant or large, from a tech-

nology standpoint they aren't overly

difficult to store or maintain.

Tracking rate structures is more
complex, as there are only a few com-

panies that independently provide
such information. Most offer a

monthly service that will shadow
meter usage, maintain the rate struc-

tures and provide a Web -based appli-

cation to verif,r the utility bills as they

are received. In some cases, the large

utility companies offer similar solu-
tions for business customers for an
extra charge. If your company is curi-

ous about these solutions, test them at

one or two properties and, based upon

their success, determine if it is worth-

while to proceed.

In addition to being able to verifji

property -specific bills, these solutions

provide a means to better understand

and review usage information. In the

past this has been the responsibility of

a property's chief engineeI However,

unless the engineer understands every-

thing else happening at the property, it

is difficult for him or her to identify

issues. Take the example of after-hours

usage staying relatively high until late

in the morning. From the chief engi-

neer's standpoint, this might appear

normal as a result of after-hours prop-

erty cleaning personnel. However, if
management had a service agreement

that required all cleaning to be com-

pleted before midnight, it isn't being
honored. Therefore, the property is

paying higher utility costs while also

receiving poor service. The lesson
learned: the more individuals who
review and understand utility usage,

the greater the opportunities to identi-

fy and resolve real issues.

Because 60 percent of energy is lost

in transmission and distribution, a

number of commercial property man-

agement companies have implement-

ed on -site, co -generation systems to

lower energy costs and meet specific

tenant requests. This balances usage

between on -site sources and tradition-

al utility companies to create a more

cost-effective energy source. The "bal-

ancing" part can be done through
technology and applications to track

usage, meter rates and other factors.

Utility management is not a new
activity for engineering personnel.
However, there is still much to learn in

regard to opportunities to reduce util-

ity expenses and better manage build-

ing operations. E

Scott Morey (scott.morey@realfoundations.net)

is managing director of RealFoundations, Inc.

JPM www.irem.org
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difficult to store or maintain.
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past this has been the responsibility of

a property's chief engineeI However,

unless the engineer understands every-

thing else happening at the property, it

is difficult for him or her to identify

issues. Take the example of after-hours

usage staying relatively high until late

in the morning. From the chief engi-

neer's standpoint, this might appear

normal as a result of after-hours prop-

erty cleaning personnel. However, if
management had a service agreement

that required all cleaning to be com-

pleted before midnight, it isn't being
honored. Therefore, the property is

paying higher utility costs while also
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Utility management is not a new
activity for engineering personnel.
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Scott Morey (scott.morey@realfoundations.net)

is managing director of RealFoundations, Inc.
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Custom fabricated every roof exactly,
the Cool Zone roofing system is also leak-
proof, resistant to chemicals, fire and high
winds, and virtually maintenance -free.

The energy -efficient Duro-Last
Cool Zone roofing system:
your best choice - clearly.

D U R 0- LA

OL@$I!JIEU
THE WoRLD'S COOLEST ROOF

The white Duro-Last5 Cool Zone® roofing
system has the highest reflectivity of
any single -ply membrane in the roofing
industry*. Compared to dark roofing
systems that absorb summertime heat and
transfer it to the building, the Cool Zone
system is saving energy costs for building
owners and facility managers all over
North America.

EM

Based on EPA ENERGY STAR Roof
Products testing criteria

"Duro-Last", Cool Zone', and "The World's Best Root" are registered marks owned by Duro-Last Roofing, Inc.
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What Now?
Be mindful of tenant in common options
and regulation specifics

by Linda Goold

Managers have a vital stake

in understanding the

tenant in common (TIC) market-
place. A new opportunity opened
when the IRS released Revenue
Procedure 2002-22. This created a
roadmap that, if followed, permits real

estate held as a TIC interest to qualif'

as a replacement property under
Section 1031 exchange rules, even
though the TIC may have characteris-

tics resembling a partnership interest

or security.

Fundamental O.uestions

Many TIC transactions are structured

in such a way that the interests pur-
chased satisfj the textbook definition

of a security. Nonetheless, the TIC is

an undivided interest in real estate and

TIC investors receive a deed. Most
states require a real estate licensee to

participate in the transfer of the TIC
interest. 'While the overwhelming
majority of TIC interests are sold as

securities, there is an important niche

for transactions in which the investor's

interest is appropriately characterized

solely as real estate.

An important and as yet unre-
solved issue is whether or how a real

estate licensee may sell TIC interests

and/or be compensated for bringing

clients to TIC sponsors who are secu-

rities broker -dealers. A similar ques-

tion arises when real estate licensees

advise clients on the real estate under-

lying the TIC. In March, the National

Association of Securities Dealers

(NASD) issued clear and unequivocal

guidance concerning compensation of

real estate licensees who represent
clients seeking replacement properties

or other TIC investment opportuni-

ties. (NASD is the overseer of the
securities broker -dealer industry.)

The guidance said: "A broker -
dealer [who] pays a fee to the real
estate agent or splits brokerage com-

missions with the agent in connec-
tion with a TIC exchange may...have

violated NASD Rule 2420....It is our

understanding that the SEC [Securities

and Exchange Commission] staff

would deem a real estate agent's receipt

of a referral fee from a broker -dealer in

connection with the sale of a TIC
interest to be the type of activity that

would render the real estate agent
an unregistered broker -dealer."
Notwithstanding this NASD pro-

nouncement, the last word on the
question of compensation is the

SEC, which is still mulling the issue.

What About Managers?

Managers need to know whether their

properties are held by TIC investors. A

common structure for TIC projects

starts with the TIC sponsor. This pro-

moter often transfers control of the
investors' property to an asset manag-

er who either manages the property
directly or contracts with a property

manager. TIC investors, not the spon-

sors or the asset managers, retain all
rights to change the manager(s).
Managers must identif' all entities

and parties associated with the proper-

ty in order to assure appropriate busi-

ness relationships are maintained.

What's Next?

No doubt many new issues will

emerge as the TIC marketplace
matures and investors begin to divest

TIC interests. For now, the principal

concern for managers is to maintain

high -quality service and know which

parties have interests in the property

as program sponsors, investors and
asset managers. 0

Linda Goold (lgoold@realtors.org) is director
of federal taxation for the National
Association of REALTORS.

Reference

1.NASD Notice to Members 05-18, March

2005.
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When you're managing several properties, you're always thinking about your business. So are we.

That's why we developed Timberline Office. It lets you and your team organize and track time -sensitive
information like CAM's, CPI's, even scheduled increases. You'll know the status on all your leases
instantly, so there won't be any missed revenue opportunities. Timberline Office from Best Software software
was created precisely with your business in mind. timberline.com

TIMBERLINE OFFICE: A complete view of your property situatioit

si 2004 Best Software, nc. All rights reserved, Best Software and Timberline are registered trademarks of Best Software, Inc. and/or its affiliated entitieS,
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Keep Up
I Ongoing instruction guides personnel

away from legal snags
by Chris Devany

property managers are faced
daily with the challenge of

providing correct information to our

on -site professionals. Two dominant

issues we must focus on to guarantee a

"legal action -free" work environment

are the Americans With Disabilities

Act (ADA) and sexual harassment.

ADA Accommodations

The ADA prohibits discrimination
against qualified disabled individuals

and requires employers to provide rea-

sonable accommodations so qualified

individuals can perform the essential

functions of their job. This second
duty is the more difficult to imple-
ment because it requires a series of
steps to determine when and what
accommodations would be appropriate.

The Equal Employment Opportunity

Commission (EEOC), in its

Technical Assistance Manual, suggests

four basic principles employers

should apply to every accommoda-
tion decision (see www.eeoc.gov/
docs/accommodation.html for more
detailed information):

The accommodation must pro-
vide an opportunity for the dis-

abled person to achieve the same
level of performance or enjoy
equal benefits or privileges as an

average, similarly situated, nondis-

abled person.

 The accommodation does not have
to be the best or the one preferred

by the disabled person.

 The employer does not have to
provide an accommodation pri-
marily for the disabled individual's

personal use (such as a wheelchair).

 Employers can do more than the
minimum guidelines.

The idea of accommodating a dis-

abled individual can be overwhelm-
ing. In addition to mastering a new
vocabulary, you may feel as though

you must be a legal expert, physical

therapist and building accessibility
specialist. However, as a practical

matter, disabled individuals often
know what accommodations they
need to work effectively, and most
changes are relatively inexpensive. By

following the steps above, you can
both comply with ADA requirements

and show disabled individuals your
commitment to providing a produc-

tive and accessible workplace.

Sexual Harassment Prevention

Referring again to the EEOC
Manual, there are several important

issues to address when facilitating
instruction to avoid sexual harass-
ment: defining both "sexual harass-
ment" and "supervisor," determining

liability for teaching situations with

and without a "tangible employment

action" and taking steps to meet the

reasonable care standard.

Employers have a duty to prevent

and correct harassment in the work-

place and should establish an anti -
harassment program. Several extra
steps to include are:

 Train supervisors to implement
policies and procedures.

 Get human resources involved in
hiring, firing, promotion or demo-

tion decisions.

 Do not ignore a complaint, no
matter how insignificant it seems.

Even if there are only rumors, you

should investigate.

 Prevent possible charges of retalia-

tion. Any adverse actions targeting

an individual making a complaint

or involved in the investigation

may bring additional charges.

To learn more, visit www.eeoc.gov/

docs/harassment.html.

Chris DeVany (800-693-7466, cdevany©
ppiw.com) is founder and president
of Pinnacle Performance Improvement
Worldwide, a management consulting and
corporate education firm.
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IREM® Member -Get -A -Member
2005 Rewards

Create Opportunities and Win Rewards
All it takes is one!

Refer a colleague to join IREM and:
 Grow your professional organization
 Help your colleague create new opportunities
 Earn your chance to win great cash rewards

All it takes is ONE
Your recruitment efforts can win you rewards!

 Just one application with your name listed as the referring member, submitted between
October 1, 2004, and September 30, 2005, enters you into the grand prize drawing for a
$2,500 American Express Gift Cheque®.
In addition, the top 25 members with the most new member referrals will also be rewarded
with a $500 American Express Gift Cheque®.

For more information, visit www.irem.org.
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IREM® Education Conference

An Oasis of Opportunities

The Westin Kierland Resort & Spa
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Governing Council
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An Oasis of Opportunities
- _____

We work in a fast -paced industry that allows us very little time to focus on our own
professional development and even less time on enriching our personal agenda. We
need to carve out time for what's important and then invest that precious resource
where it will reap the largest return. We need options and flexibility. We demand
quality. We seek a destination that will quench our thirst for knowledge and fulfill
our desire for motivation and inspiration.

An Oasis of Opportunities, the theme of this year's IREM Education Conference,
embodies the spirit of this mega event that has become one of the most
recognizable REM member benefits and a highly regarded industry happening.
It blends educational programming designed to expand your vision with activities
designed to engage your senses.

Set against the backdrop of the magnificent McDowell Mountains in beautiful
Scottsdale, Arizona, the REM Education Conference is the destination you seek.
It is an Oasis of Opportunities.

Register today and awaken your spirit.

Gail Duke, CPM®, Chair
2005 Education Conference Advisory Board

Advisory Board Members
Sheila Austin, CPM
Vincent Ciavarella, CPM
Jack Gallagher, CPM
Debra Hill -Fox, CPM, ARM'
linda Jackson, CPM
Jay Kacirk, CPM
Kathleen McKenna -Harmon, CPM, ARM

Marjean Pountain, CPM
Monica Sams, CPM
Donna Siebert, CPM
Mike Simmons, CPM
Glenna Twing, CPM
Kim Weddington, CPM
Randy Woodbury, CPM

' IREM would like to thank Service Partners: First American Commercial
Real Estate Services, Inc. and Registry SafeRent; Five Star Partner: Yardi Systems;
Platinum Sponsors: Discover Network and Realm Business Solutions.

FirstAmeriCan") Registry"SafeRent
Conunercial Real Estate Services, Inc.-,-, jl

REALM YARD!
DISC VER

NETWORK
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Bring Your Passion for Life
I

Scottsdale is located in central Arizona in the heart of the lush Sonoran Desert.
But don't let the term "desert' fool you! The Sonoran is the richest, most biologically
diverse desert ecosystem in the Americas, and is home to thousands of species of
plants and animals. This unique setting provides the city with a whole host of benefits
including breathtaking scenic vistas, an abundance of outdoor recreation options and
indigo skies that glow with more than 330 days of sunshine each year.

Scottsdale is a city rich with treasures that will tantalize your senses. Exquisite dining
and a host of new, exciting restaurants have elevated Scottsdale to gourmet status.
Within walking distance of The Westin Kierland are several of the city's finest eateries.
Native American artwork and jewelry - both contemporary and traditional - are feasts
for the eyes and can be found in the hundreds of galleries and boutiques that dot
the city. For outdoor enthusiasts, more than 200 golf courses - including one of the
finest at Kierland Golf Club hiking, biking and jeep trails and Scottsdale's close
proximity to the Grand Canyon make Scottsdale an incredible destination.

Scottsdale is easily accessible via Phoenix Sky Harbor International. Serviced by
21 major airlines, Sky Harbor International has more than 1,300 flights arriving and
departing daily and offers non-stop service to 105 cities worldwide. The Westin
Kierland Resort & Spa is located approximately 25 minutes from Sky Harbor
I n tern at ion a I -

Essence of Arizona
In harmony with its surroundings, The Westin Kierland Resort & Spa, the Conference
headquarter hotel, has taken its inspiration from the desert and is a picturesque
silhouette against the nearby Phoenix Mountain Range. It combines the ancient
culture and landscape of Arizona and brings it to life in the age of modern luxury.

The resort features a multitude of charms, including: exceptional dining and
recreation; a Troon Golf' experience on 27 championship holes; the world -class
Agave Spa; and, of course, Westin's signature Heavenly Bed and Heavenly Bath'.

Reservations can be made by calling The Kierland directly at (480) 624-1000. The
special REM rate is $209 single/double occupancy. For more information about
The Westin Kierland Resort & Spa, visit www.Kierlandresort.com.

Bring Your Passion for Life
I

Scottsdale is located in central Arizona in the heart of the lush Sonoran Desert.
But don't let the term "desert' fool you! The Sonoran is the richest, most biologically
diverse desert ecosystem in the Americas, and is home to thousands of species of
plants and animals. This unique setting provides the city with a whole host of benefits
including breathtaking scenic vistas, an abundance of outdoor recreation options and
indigo skies that glow with more than 330 days of sunshine each year.

Scottsdale is a city rich with treasures that will tantalize your senses. Exquisite dining
and a host of new, exciting restaurants have elevated Scottsdale to gourmet status.
Within walking distance of The Westin Kierland are several of the city's finest eateries.
Native American artwork and jewelry - both contemporary and traditional - are feasts
for the eyes and can be found in the hundreds of galleries and boutiques that dot
the city. For outdoor enthusiasts, more than 200 golf courses - including one of the
finest at Kierland Golf Club hiking, biking and jeep trails and Scottsdale's close
proximity to the Grand Canyon make Scottsdale an incredible destination.

Scottsdale is easily accessible via Phoenix Sky Harbor International. Serviced by
21 major airlines, Sky Harbor International has more than 1,300 flights arriving and
departing daily and offers non-stop service to 105 cities worldwide. The Westin
Kierland Resort & Spa is located approximately 25 minutes from Sky Harbor
I n tern at ion a I -

Essence of Arizona
In harmony with its surroundings, The Westin Kierland Resort & Spa, the Conference
headquarter hotel, has taken its inspiration from the desert and is a picturesque
silhouette against the nearby Phoenix Mountain Range. It combines the ancient
culture and landscape of Arizona and brings it to life in the age of modern luxury.

The resort features a multitude of charms, including: exceptional dining and
recreation; a Troon Golf' experience on 27 championship holes; the world -class
Agave Spa; and, of course, Westin's signature Heavenly Bed and Heavenly Bath'.

Reservations can be made by calling The Kierland directly at (480) 624-1000. The
special REM rate is $209 single/double occupancy. For more information about
The Westin Kierland Resort & Spa, visit www.Kierlandresort.com.



Expand Your Horizon
Synonymous with excellence, the educational programming at the Conference
consistently exceeds the expectations of attendees year after year.

Keynote Sessions
Thursday. November 17 & Saturday, November 19

Howard Putnam, achieved excellence and recognition as the former CEO
of Southwest Airlines - the only consistently profitable airline in U.S. history.
He also served as the former CEO of Braniff Airlines, where he successfully
navigated the company through Chapter 11 - a first for any airline head.

On Saturday, November 19, Mr. Putnam will share what it takes to survive
and thrive in turbulence.
Information about the opening keynote speaker is forthcoming.

Labs

Thursday, November 17
Presentation Skills Lab
Back by popular demand! Ten Goudie, an international communications coach and former ABC
journalist, will share her expertise on how to use communication as an effective marketing tool.
Session size is limited to 25 attendees in order to maximize participation. Please note on the registration form if
you are planning to attend the morning or afternoon session.

Financial Analysis Spreadsheet Lab
Looking for a user-friendly tool to perform financial analyses for your properties? This
advanced lab uses the IREM Financial Analysis Spreadsheet to perform cash flow analyses
based on property performance and owners' goals and objectives. Participants should have
a basic understanding of cash size is limited to 25 people in order to maximize
participation. Please note on the registration form if you are planning to attend the morning or afternoon session.

Fully charged laptop is required.

Property Tour: Kierland
Thursday. November 17

Learn about the Herberger Family's vision of Kierland. This mixed -use development not only
features the Westin, it also includes Kierland Commons, an upscale 'urban village;" a mid -rise
office complex; and elegant residential community. Tour what has become one of north Scottsdale's
most prestigious locations. Space is limited forthis event Please note on the registration form if you are planning
to attend this tour.

Concurrent Sessions and Workshops
Friday, November 18 & Saturday. November 19

Beyond real estate management trends, issues and best practices, these sessions will focus on
information that will increase your professional and personal bottom line.

Special Offering
Friday, November 18 & Saturday, November 19

Maximizing Profit: Growth Strategies for Real Estate Management Companies
Take advantage of the opportunity to attend all, or part of this executive -level IREM Seminar.
Led by a distinguished member of IREMs faculty, the seminar will be presented in a unique
format designed to target specific areas of interest and provide optimal flexibility.

Session 1: SWOT Analysis: To Do or Not To Do
Session 2: Giving Life to Your SWOT Analysis: Developing a Business Plan
Session 3: Show Me the Money: Enhancing Revenue Streams
Session 4: Proposal + Persuasion = Growth
Session 5: Closing the Deal: Negotiating the Management Agreement

Added Bonus! Attend all five sessions to obtain credit toward the education requirement
for the AMO accreditation.
Session size is limited to 30 people in order to maximize participation. Please note on the registration form which ses-
sion(s) you are planning to attend. You must attend all five (5) sessions to obtain credit toward the AMO accreditation.
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' Engage Your Senses
In this high-tech world, it is imperative that we remain high -touch. There is no

r substitute for face-to-face communication or a handshake between friends.

Reception Honoring 2006 Chapter Presidents
Wednesday, November 16

Start your evening at this casual mixer and take a few minutes to honor a special group of members.

IREM Golf Tournament
Thursday. November 17

Spend the morning enjoying the magnificent scenery and 18 holes of the finest golf in Scottsdale.
The tournament will be a scramble format and is designed for players at all skill levels. Included in
the cost of this event are: green fees, golf car, practice balls and light breakfast. Tournament begins
with a shotgun start at 8:00 am. Fee: $150 before October 1;$175 after October 1

Agave, The Arizona Spa
Thursday, November 17

Relax and rejuvenate with a salon treatment, massage or a host of other sensory -indulging
experiences at the tranquil Agave. While you can visit the spa or schedule treatments anytime
you wish, a limited number of appointments have been reserved for Conference attendees on
Thursday morning. To schedule an appointment, call the spa at (480) 624-1517.

Catch Your Dreams in AZ
Sponsored by the Greater Phoenix Chapter No. 47
Thursday, November 17

Experience the beauty and diversity of the Southwest with your REM friends and colleagues
at a fantastic, fun -filled party hosted by Greater Phoenix Chapter No. 47. In addition to spectacular
views of the mountains, you'll witness a magnificent Arizona sunset and enjoy the sounds and
flavors that have made this area the legend it is. Please note on the registration form if you are planning
to attend this event.

Thanks to the following sponsors: Platinum Sponsors: ForRent Magazine, Arizona ACCREDITED
MANAGEMENT ORGANIzATIoN Members; Silver Sponsor: Alliance Data Systems; and
Bronze Sponsor: Law Offices of Koglmeier, Dobbins & Smith.

Guest Event: Spirit of the Southwest
Friday. November 18

The American Southwest is known as a haven for artists, and Scottsdale and Phoenix are no
exception! Your day will encompass a short tour of the Sonoran Desert followed by tours of
the studios and private homes of some of the area's finest artists. This all -day event is for registered
guests only.

Luncheon and Idea Exchange
Saturday. November 19

Enjoy a hosted lunch and interact with colleagues from around the world to discuss the issues
impacting your business and the real estate management industry. Please note on the registration form if
you are planning to attend this event. Space is limited.

Closing Gala and Inaugural
Saturday, November 19

"You Say Goodbye, and / Say Hello. " Join the party as we honor 2004-2005
President, Tony Smith, CPM and celebrate the inaugural of 2006 President,
Fred Prassas, CPM.

Get ready for a musical fantasy that will take you on an Unforgettable journey
through "The Complete Beatles Experience." American English, the best
Beatles tribute band in the world, will rock the gala performing the hits of
the Fab Four. Please note on the registration form if you plan to attend this event.
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' Share Your Vision
Participate in governance and business activity that will shape REM's future.

Tuesday, November 15
8:30 am -5:00 pm *Facufty Selection Advisory Board (tentative)

Wednesday, November 16
9:00 am -11:00 am 1:30 pm -3:00 pm 1:30 pm -3:30 pm

*2006 Committee and Income/Expense Analysis Aiidit Comnittee
Board Chair Orientation Advisory Board

1:30 pm -4:00 pm
11:00 am -12:O0 pm 1:30 pm -3:30 pm °Ethics Hearing and Discipline Board
*Exec1tive Committee Briefing Membership Conimittee

11:30 am -1:00 pm 1:30 pm -3:30 pm
4:00 pm -5:00 pm

Regional Forums 1-13
*JoLJrnaI of Property Education Committee
Management Advisory Board 4:00 pm -5:00 pm

12:00 pm-i :00 pm 1:30 pm -3:30 pm International Delegates Forum

2005 Education Conference Legislative and Public Policy Committee
5:00 pm -6:00 pm

Advisory Board
1:30 pm -3:30 pm Hospitality Reception Honoring

1:00 pm -4:00 pm International Affairs Committee 2006 Chapter Presidents
*Regional Vice Presidents Committee

Thursday, November 17
8:00 am Shotgun Start 1:00 pm -3:O0 pm 3:00 pm -4:00 pm

+IREM Golf Tournament Faculty Forum First -Timers Orientation

8:00 am-li:00 am 1:00 pm -4:00 pm 4:00 pm -6:00 pm
+Labs :.:.IREM Foundation Board of Directors

State of IREM Address

8:30 am -11:00 am
1:30 pm -3:30 pm and Keynote Speaker

'Board of Ethical Inquiry
xEthics and Discipline Committee

7:00 pm -10:00 pm

9:00 am -12:0O pm
1:30 pm -3:30 pm
Chapter Leadership Forum

Catch Your Dreams in AZ

+Property Tour Sponsored by Greater Phoenix
3:00 pm -4:00 pm Chapter No. 47

12:30 pm -3:30 pm Management Plan/MPSA
+Labs Graders Discussion Group

Friday, November 18
7:30 am -9:00 am 9:30 am-li:00 am 1:00 pm -2:30 pm

Course Update: Successful Site Course Update: Introduction Faculty Update:

Management (RES2O1) to Real Estate Management Facilitating Online Courses

7:30 am -9:00 am
9:30 am -11:00 am 1:00 pm -2:30 pm

Concurrent Sessions
Workshops Workshops

9:30 am -11:00 am 1:00 pm -2:30 pm

7:30 am -9:O0 am +Maximizing Profit (Session 2(: +Maximizing Profit (Session 3):
+Maximizing Profit (Session 1): Developing a Business Plan Enhancing Revenue Streams

SWOT Analysis 10:00 am -3:00 pm 1:00 pm -3:00 pm

8:00 am -i0:00 am
Guest Event: Spirit of the Southwest Chapter Administrators Forum

:NominatiI1g Committee 10:30 am -3:00 pm Suggested evening

'Executive Committee for regional dinners

Saturday, November 19
8:00 am -9:30 am 11:30 am -12:30 pm 3:00 pm -4:30 pm

Governing Council 2006 Education Conference Workshops

10:00 am -1i:00 am
Advisory Board 3:00 pm -4:30 pm

Keynote Speaker 1:00 pm -2:30 pm +Maximizing Profit (Session 5):

Concurrent Sessions Closing the Deal

11:30 am -12:30 pm 1:00 pm -2:30 pm 8:00 pm -1i:00 pm
+Luncheon and Idea Exchange

+Maximizing Profit (Session 4): +Closing Gala and Inaugural
Proposal + Persuasion = Growth

*Closed meeting Education Session
* Ticket required Networking Event
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Registration Procedures
All-inclusive IREM Education
Conference registration fee'
The full registration fee includes:

 All Education Sessions
 Keynote Speakers
 Hospitality Reception
 Catch Your Dreams in AZ

Sponsored by Greater
Phoenix Chapter No. 47

 Spirit of the Southwest
Guest Event (registered guests only)

 Luncheon and Idea Exchange
 Closing Gala and Inaugural

Special Programming
IREM encourages real estate
management students and young
professionals to attend the Conference
Plans are underway for a series
of informative, interactive events
designed especially for this dynamic
group. Visit www.irem.org after July 1
for more details.

Registration
Register early and save! Registrations
must be post -marked on or before
October 1 to qualify for the discount.
To be included in the Attendee Roster,
your registration form and full payment
must be received by November 1.

Registration Policies
Registration forms will not be processed
without full payment.

Personal guests who wish to attend
any Conference function must register.
Guest registrations may not be used by
co-workers, industry peers or vendors.

Day Pass
If you are unable to attend the entire
Education Conference but would like
to participate in a committee meeting or
take advantage of the educational offer-
ings, you may purchase a Day Pass for
any day of the Conference. Only one
Day Pass per person can be purchased.
Please indicate the day for which you
would like to purchase a Day Pass on
the registration form.

The Day Pass fee does not include Catch
Your Deams in AZ on Thursday or the
Closing Gala on Saturday. However, you
may purchase an individual ticket for
these events. Additionally, the Day Pass
fee does not include the Luncheon and
Idea Exchange on Saturday.

Payment
You may pay by check (payable to the
Institute of Real Estate Management)
or by credit card. VISA, MasterCard,
Discover and American Express accept-
ed. The fee for CPM Members and
Candidates, ARM Members, Associate
Members, chapter administrators and
non-members covers costs incidental
to conducting a meeting of this nature,
and include, but are not limited to,
the following: registration and meeting
materials, speakers, hospitality functions
and Closing Gala.

How to Register
Complete the registration form and
forward to the Institute of Real Estate
Management.

By Mail:
IREM Education Conference
430 N. Michigan Ave.
Chicago, IL 60611-4090

*By Fax:
(800) 338-4736

*By Internet:
www.iremedconference.org

*AII registration forms received by
fax or Internet must include credit
card authorization. Incomplete forms
cannot be processed. To avoid a
duplicate charge, please do not mail
a follow-up hard copy.

Air Travel Discounts
America West Airlines is providing
discount fares to Conference attendees.
To obtain information about these fares,
visit www.americawest.com or call
(800) 548-7575. Please reference CAMS
Code AP4789 when speaking with an
agent, or online in the eCertificate
window on the Air Reservation page.

Accommodations
The Westin Kierland Resort & Spa
is the headquarter hotel for the
Conference. The Kierland Experience
brings an entire community to you
with unique dining, art, history,
spa, golf and nearby shopping and
entertainment. Reservations can be
made by calling The Kierland directly
at (480) 624-1000. The special IREM
rate is $209 single/double occupancy.
For more information about The
Westin Kierland Resort & Spa, visit
www.Kierlandresort.com.

IREM Institute of Real Estate Management
IREM Headquarters Phone: (800) 837-0706

430 North Michigan Avenue (312) 329-6000

Chicago, IL 60611-4090 Fax: (8001 338-4736

www.irem.org E-mail: custserv©irem.org

We do suggest that you make your
guest room reservations early and
no later than October 1. Space is
limited, and reservations are confirmed
on a first come, first served basis.
IREM does not guarantee guest room
availability.

The Westin Kierland Resort & Spa
6902 E. Greenway Pkwy.
Scottsdale, AZ 85254
(480) 624-1000

Changes and Cancellations
A 50% refund, less a $50 fee, will be
issued for registration fees if notice of
cancellation is received, in writing, on
or before October 1. We cannot grant
refunds for cancellations OR transfer
registration fees after October 1. No
refunds will be issued on unused
tickets. Changes and cancellations
must be made in writing and sent to:

By Mail:
IREM Education Conference
430 N. Michigan Ave.
Chicago, IL 60611-4090

By Fax:
(800) 338-4736

By Internet:
cferguson@irem.org

Let Us Accommodate You!
IREM complies with the Americans
With Disabilities Act. If you have special
requirements, please contact the IREM
Meetings and Conferences Department
before October 1 at (800) 837-0706,
ext. 6036.

Attire
Business casual attire is appropriate
for all Education Conference activities.
Attire for the Closing Gala is black tie to
festive casual - anything goes! Come
dressed for a party and ready to have a
good time.

Questions?
Contact the IREM Meetings
and Conferences Department
at (800) 837-0706, ext. 6036.

fn principle and practice, the Institute of Real Estate Management
values and seeks a diverse membership. There are no barriers to
full participation in the organization on the basis of gender, race,
creed, age, sexual orientation, national origin, or disability.
Moreover, the Institute of Real Estate Management encourages
equal opportunity practices among its membership.

© 2005 Institute of Real Estate Management. All rights reserved.
IREM', the IREM logo, CERTIFtE0 PROPERTY MANAGER, CPM', the

CPM key logo, AccREDITEO RESIDENTIAL MANAGER, ARM', the ARM
torch logo, ACCREDITED MANAGEMENT ORGANIZATION, AMO', the
AMO circle logo, Income/Expense Analysis, Expense Analysis'
and JPM' are registered marks of the Institute of Real Estate
Management.
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Registration Form
IREM Education Conference November 17 - 19, 2005
Governance & Business Activity ' November 15 - 17, 2005 Governing Council November 19, 2005

Deadline for discounted registration fees is October 1, 2005!
Registrant

First Name Last Name Name for Badge

Accompanying Personal Guest (must register)

Firm Name

Firm Address

City State Zip

Business Phone Business Fax E-mail Address

Registrant Information

AMO Firm? 0 Yes 0 No Is this your first national IREM conference? 0 Yes 0 No

Are you a (check all that apply): 0 CPM 0 CPM Candidate 0 ARM 0 Associate Member 0 Chapter Administrator 0 Non -Member

Tell us what you manage. This information will appear on the attendee roster (check only one):
o Apartments 0 Office Buildings 0 Retail D Community Association El Industrial El All Types D Other__.

Registration Fees
By Oct. 1 After Oct. 1 Number Requested Total

*M ember
(includes CPM, CPM candidate, ARM, Associate) $625 $675

*Chapter Administrator $440 $490

*Non Member $800 $850

*Guest $440 $490

Day Pass -Member (Pass can only be purchased for ONE day.) $325 $375

Day Pass -Non -Member (Pass can only be purchased for ONE day.l $415 $465

Write in which day you would like to purchase the Pass. Passes can only be purchased for ONE day. Indicate day here:_________________________ __________-

*Fee includes one ticket to Catch Your Dreams in AZ, Closing Gala, and Luncheon & Idea Exchange. Guest fee also includes one ticket to Spirit of the Southwest.

Event Information (Use this section to register for conference activities.)

0 I will attend the Presentation Skills Lab on Thursday at 8:00 am 0 I will attend the Property Tour: Kierland on Thursday at 9:00 am

0 I will attend the Presentation Skills Lab on Thursday at 12:30 pm 0 I will attend Catch Your Dreams in AZ on Thursday

O I will attend the Financial Analysis Lab on Thursday at 8:00 am 0 I will attend the Luncheon and Idea Exchange on Saturday

0 I will attend the Financial Analysis Lab on Thursday at 12:30 pni D I will attend the Closing Gala on Saturday

Special Offering
Maximizing Profit: Growth Strategies for Real Estate Management Companies
0 I will attend all five (5) sessions to obtain education credit toward the AMO accreditation

OR
o I will attend Session 1: SWOT Analysis on Friday 0 I will attend Session 4: Proposal + Persuasion = Growth on Saturday

0 I will attend Session 2: Developing a Business Plan on Friday 0 I will attend Session 5: Closing the Deal on Saturday

D I will attend Session 3: Enhancing Revenue Streams on Friday

Separate Fee Events

Golf Tournament on Thursday at 8:00 am $150 $175

Additional Closing Gala Ticket on Saturday $75 $100

Total Due:

PRIORITY CODE: ECO5J

Form of Payment
El Check enclosed (payable to Institute of Real Estate Management) 0 MasterCard 0 VISA 0 American Express 0 Discover

Card No. Corporate Card ID No. Expiration Date

Cardholder Name arid Address

Signature

Return completed form and payment:
I

For IREM Use Only
By mail: By Fax: By Internet:
IREM Education Conference (800) 338-4736 www.iremedconference.org L1D4 --_________
430 N. Michigan Ave.
Chicago, IL 60611 We cannot make refunds for cancellations OR transfer registration fees after October 1.
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Leadership is learned. Hone your leadership skills through experience -
volunteer to serve on one of IREM's committees or ad hoc groups. We're
seeking members who are interested in shaping the future of IREM and the
real estate management industry.

Interested? The leadership selection and assignment process begins by letting
us know your interests, your strengths and your talents. Download and submit
the Volunteer Interest Form from www.irem.org/volunteer. We'll work to find you a
volunteer position that takes full advantage of your qualifications and provides
you with an exciting and fulfilling experience.

To be considered for a 2006 appointment, submit your volunteer interest form by July 8, 2005.
For more information about volunteer opportunities, contact Diane Miller, Manager of Planning
and Governance at (800) 837-0706, Ext. 6007 or e-mail her at dmiller@irem.org.

Leadership is learned.
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SPECIAL REPORT ]

Home, Sweet Home
New legislation, litigation and luxury options are redefining the
realm of the homeowner association (HOA). Here's a look at trends
affecting condominium markets and the HOAs that care for them.

A Mad, Mad World of Restrictions
Read any local newspaper and you may decide condornini-

urn ownership is only for the strong of heart:

"The $140,000 Parking Ticket in a California Homeowner

Association," AHRC News Services, Palm Desert, Calif.,

March 2005

"A disabled Magalia (Calif.) man is going to court in a fight

to keep from losing his home after he missed a $123

payment to the Paradise Pines Property Owners
Association." Chico Enterprise Record, March 2005

"Homeowner Associations Face New Limits," Sacramento

Business Journal, May 2004

The golden laws of condominium ownership relate to what

the industry terms "C, C & R"-coveriants, conditions and

restrictions. Written by the developer (assisted by an array of

legal and other consultants) for entitlement purposes, these

terms establish rules and standards for the project. A lesser,

but important, set of rules defines environmental and archi-

tectural standards for the development, such as exterior

paint colors and landscaping requirements. The de facto

approval of bylaws by a homeowner accompanies each con-

donilnium purchase.

HOAs define their mission as sustaining property value by

managing, maintaining and preserving the development for

the common benefit of all the owners. Homeowners should

expect a dispute if collective good collides with individual

want. The California Supreme Court ruled anyone who buys

"a unit in a common interest development with knowledge of

its owner association's discretionary power accepts the risk

that the power may he used in a way that benefits the corn-

munity but harms the individual." In other words, owners may

need to weigh their desire to install solar panels against a

daily set of tennis on the association's rooftop courts.

JPM www.irem.org
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How far should a HOA go to preserve valUe? Let's

assume an association's environmental rules specify a

homeowner must maintain his or her front yard landscap-

ing. Can an association require a thirsty species of grass?

Couldn't the homeowner contract with a landscape archi-

tect to design an attractive xeriscape, with minimal water

requirements-especially for drought areas where munici-

palities ration water?

Colorado State Senator Bob Hagedorn (D -29th Dist.)

encountered a series of vocal constituents on last year's

campaign trail, many of whom found their HOA rules oppres-

sive. Hagedorn said, "Most HOA boards are doing it right.

But there are a significant number of HOA boards that are

running roughshod over rights of homeowners. What we are

trying to do is find the right balance of protecting homeown-

As nature abhors a vacuum, financial markets detest
surprise. The inherent uncertainty of terrorist acts makes

quantifiable risk models nearly impossible.

In 2002, the Terrorism Risk Insurance Act (TRIA) created a

three-year program under which the federal government

shares in the cost of a foreign terrorist attack after insurers pay

an annual initial deductible amount dictated by statute. The

act's primary objective is to ensure the availability of commer-

cial property and casualty insurance coverage. The TRIA also

allows for a transitional period for private markets to regain

stability after a terrorist event. The U.S. Treasury Department

has extended the "make available" provision of the TRIA

through December 2005. Because condominiUm owners have

so much to lose, the industry, including the Institute, engages in

aggressive lobbying to expand and extend the TRIA.

A sampling of the latest trends facing homeowner
association managers by Alice D. Wilson

er rights and the responsibilities of HOAs." To that end,

Hagedorn and Cob. Representative Morgan Carroll (D -36th

Dist.) introduced state Senate Bill 100, now awaiting House

approval. The passage of S.B. 100 would prohibit Colorado

HOAs from fining homeowners for the presence of political

yard signs or the American flag, limiting xeriscaping or fin-

ing street -side commercial vehicle parkers if they are emer-

gency first responders who need access to their vehicles.

Hagedorn said: "1 have been most intrigued by all of the

people who have come up to me and asked what group is

lobbying for this bill. I tell them that no group is pushing this

bill, just thousands of homeowners who have been denied

their rights without due process and are mad as hell."

Safety Net

Wake-up Call

The estimated losses from the 9-1 1 terrorist attacks range

from $40 to $]0 billion. In contrast, the insurance industry's

largest previous loss on American soil, Hurricane Andrew,

cost insurers S19 billion. Prior to 9-11, the insurance market

was slowly tightening, with a diminishing number of compa-

nies offering coverage for community associations, and

stricter underwriting guidelines at higher prices and
dedUctible levels. Sept. 11 shone a spotlight on terrorism risk.

Brian McDonnell, senior vice president, ABD Insurance &

Financial Services, a subsidiary of Greater Bay Bancorp, said

insurers currently are giving terrorism insurance away as

they attempt to quantify potential terrorist targets. A five -

story suburban condo project won't attract the risk attention

of a multi -towered, 600 -unit development in a major metrop-

olis. Lenders are softening loan requirements as well; the

same five -story condo project probably will not necessitate

terrorism risk insurance.

Standard Issue

Other aspects of HOA insurance coverage prove more muri-

dane. According to CAU, the largest national community

association insurance provider, a full 65 percent of property

claims are for internal water damage caused by failed

washing machine hoses and burst water heaters. Standard

turnkey HOA products include property and liability cover-

age, crime insurance (which covers a board member

absconding with maintenance funds, for example) and

directors' and officers' liability coverage. The greatest vari-

able among HOAs is deductible levels. While lower premi-

ums tempt HOAs, most insurance consultants will advise

against high deductibles in order to ensure loss obligations

can be met.
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[ SpECIAL REPORT

Mitigate Risk
Another HOA trend is a proactive role in managing risk.

Associations partner with their property manager and their

insurance provider's loss control professionals to analyze the

property from life -safety and maintenance standpoints.

Annual inspections and walkthroughs mitigate significant

potential loss.

Because most systems within a condominium project

are constructed with the same materials by the same

builder at approximately the same time, wear and tear often

result in repairs during the same peri-

od. When it rains, it really does pour.

McDonnell said: "I would encourage

homeowner associations to actively

work with the developer and builder

to mitigate problems."

For the Love of
Foreclosure
A common interest development's
association assessment lien may be

enforced through either or both
judicial or nonjudicial foreclosure
processes. On one hand, the hefty

foreclosure hammer is intended to

motivate homeowners to settle

debts. Conversely, the process can

seem draconian for insubstantial

amounts. Few people want to see a

homeowner evicted.

Bad press results from HOAs that

use foreclosure as an abusive pay-

ment collection tool. HOAs can add

attorney fees onto unpaid debtors'

bills, even if the fees have not yet been

incurred. Thus, a moderately sized

debt can quickly grow.

North Carolina House Representative Beverly Earle (D -

101st Dist.) expects to soon introduce a bill that restricts

HOAs' rights to collect outstanding dues. Earle believes

foreclosure is too extreme a remedy and also wants to

limit additional attorney fees. Opponents contend the
restriction will deal a devastating financial blow to HOAs

that may find themselves shorthanded because of out-

standing or late dues payments. To compound the prob-

lem, HOAs spend disproportionate time and resources

attempting to collect what they are due.

Bad press results

from HOAs that

use foreclosure

as an abusive

payment

collection tool.

To Sue, to Sue, Perchance to Win
Construction defect lawsuits seem synonymous with the

condo industry. There are several primary reasons home-

owners litigate. First, HOAs file suits before the statute of lim-

itations expires to preserve their ability to sue. Second, there

is power in numbers. While an individual homeowner may

notwantto go head -to -head against a developer, a collective

march into the courtroom seems plausible. Third, a HOA has

a fiduciary responsibility to the owners and some are fearful

of neglecting duty and the ensuing legal exposure. In his

book, Planned Communhy Living, John

Linford wrote, "associations [thati

bear the common area maintenance

responsibilities and fail to take appro-

priate action to remedy the defects

may be held responsible for failing to

do so and for damages resulting to the

separate interests because of com-

mon area deficiencies."

Statutes of limitations vary from

state to state. Idaho's construction

defect statute expires in five years,

limiting these types of cases. Some

states, such as California, are working

to remedy the problem. Recent legis-

lation, California S.B. 800, allows a

builder to correct defects prior to
court action. Although well-inten-
tioned, builders argue the legislation

is flawed by short timef rames, making

it impractical for the typical contrac-

tor. However, developers and builders

agree legislation is moving in the right

direction, discouraging frivolous law-

suits and seeking practical solutions.

Developers and contractors take

proactive stances by building better projects and inspect-

ing their care and maintenance. One such approach is a

warranty program illustrated by San Mateo, Calif., general

contractor Wehcor Builders. The general contractor will

inspect a condominium project once or twice a year
throughout the statute period. For instance, an inspection

might reveal failed caulking, preventing a much more

extensive leaking window problem. The warranty program

creates healthy dialogue between the developer and the

HOA, so that defects can be detected and resolved with-

out court action.

JPM www.irem.org
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Clean Up

Common area maintenance (CAM) responsibilities typically

n ci u d e insurance, utilities, trash

removal, landscaping, maintenance for

common facilities and a reserve fund

for planned capital improvements. In

addition to CAM charges, homeown-

ers may pay a special assessment to

contend with unanticipated shortfalls.

HOAs attempt to stabilize these

expenses, both for individual home-

owner convenience and predictability,

and to avoid the work and headaches

associated with erratic expenses.

While there are non -controllable

expenses (insurance and utilities, for

example), the association strives for

stability in other subcontracts. Some

associations allow online payment,

easing the collection process.

Common area charges become

more coniplex iii a multi -use project,

with commercial components such

as a hotel. How much value does a

condominium owner derive from the

uniformed doorman who also wel-

comes hotel guests? Should charges

be allocated on a per -square -foot or

per -unit basis? Many condominium

projects use a hybrid system, charg-

ing some services per -square -foot

and others on a per -unit basis. HOAs often look to compa-

nies that focus on the operations of common interest

developments. The consulting company assists real estate

managers and HOAs by creating operating budgets and

translating tile relatiolisilip among ownership entities into

a statement of cost of operations.

Community Building Blocks

The nation's changing demographics reflect diminishing fam-

ily growth and opportunities for neighbors to meet in what

were traditional settings; today's condominiums are market-

ed to empty nesters, single professionals and childless cou-

ples. Proximity to work, retail and entertainment options

trump the sLiburban play yard. According to Jeffrey Snyder of

Carpenter & Company, developer of tile high-rise St. Regis in

downtown San Francisco, purchasers at price points of $1

In an urban

setting, managers
can draw similari-

ties between
community associ-
ation management
and that of
hospitality or
commercial high-
rise properties.

million upwards are looking for a vibrant, action -packed ciii-

ture. Snyder said some things happen organically as home-

owners socialize at a restaurant or

local museum, but many times, an

affluent demographic has a well -

established social life, and the devel-

oper does not define the community.

Karen Carr, CMCA, CCAM, AMS,

has managed high-rise, mixed -use

condominiums for 20 years. She said

she sees a desire to establish commu-

nity and socialize with fellow owners.

At the 336 -unit condominium she man-

ages, Carr works with myriad commit-

tees-social, neighborhood and corn-

munication, for example-all staffed

by homeowners, separate from the

board. The social committee hosts

regular events throughout the year, on

a pay-as-you-go basis. While the com-

mittee has a disclaimer-events aren't

the responsibility of the HOA-the
condominium concierge will assist

with reservations and logistics. The

neighborhood committee keeps an eye

on local construction and has lobbied

nearby billboard companies to limit

nighttime lighting, The communication

committee has designed a Web site for

the condominium project. Each of

these various committees posts information, along with a cal-

endar, board message and manager's message. Web sites

are common throughout the industry. Some HOAs post

bylaws, providing individual homeowners easy reference.

Others feature member services, online fee payment, tennis

coLirt reservations and sports club information.

Building a sense of community makes business sense for

associations, so wrote authors Marlene Coleman and William

Hiiss ill Working With Your Homeowners Association:

'Members who are given a feeling of well-being in tue com-

munity association setting are less likely to create conflicts

and problems for the association and its members. When

people are given the opportunity to participate in their own

destiny, there is a greater likelihood that problems will not

occur-thus making homeowner participation one of the best

preventive mechanisms to avoiding legal problems later."
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Condos Go Vertical, Elegantly
The trend toward high-rise, luxury condominiums is most

obvious in the western United States. Developers cite rapid

population growth and land scarcity. In Las Vegas, there are

80 condo projects representing 136 individual towers on the

drawing board. High-rise luxury desert condominiums evoke

Manhattan, with names like Soho Lofts and Metropolis.

Urbane atmosphere dominates edgy lobbies that display mod-

ern art and celebrity chef restaurants.

Luxury and service abound in these high-rise condos.

Homeowners can store special vintages in private wine cel-

lars, and there are rooftop pools for penthouse owners. At the

23 -story Californian under construction in Los Angeles, four

elevator banks will service the building, with private elevator

access into each condominium. Developed by the Chicago -

based Fifield Company, the Californian's finishes and ameni-

ties distinguish it from traditional condominium projects.

Instead of a cramped 1,500 square feet, the Californian Lirlits

will measure 4,000 square feet. Ten -foot ceilings depart from

the indUstry standard of eightfeet. Owners have access to 24 -

hour valet parking, a screening room and a bLisiness office.

In an urban setting, managers can draw similarities

between community association management and the hospi-

tality or commercial high-rise property management industry.

At the Las Vegas Residences, "condo-tel" owners can rent

their units on a per -night basis and share the income with

developer MGM Hotels. Increasingly, HOAs contract large

staffs, including concierges and wine stewards. After an ini-

tial period, community associations assess amenity success

and sophisticated HOAs will evaluate themselves against the

more mature condominium markets in Chicago, Miami, New

York and Toronto.

Property Managers Need Apply

Condominiums with layers of luxury and service place

demands on traditional HOAs, making professional man-

agers a mUst. Commercial experience can translate well to

the HOA marketplace. In Toronto, Mary Weher, vice presi-

dent of high-rise management for Danridge Properties,

recently received a letter of complaint regarding the fatal-

ities of night -migrating songbirds drawn to lights in sky -

scraping condominiums.

Yes, managers and their HOAs face a whole new world.

Alice D. Wilson (aadevine@sbcglobal.net) is a California -based free-
lance writer and frequent contributor to the Journal.
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Expert counsel to conquer common pitfalls in homeowner association meetings
by Hello De La Torre

U
oard meetings that last for
hours without accomplish-

ing anything, are disrupted

by disgruntled owners, digress from

the agenda and lack clear direction
and purpose can become the bane
of a property manager's schedule.
Homeowner association meetings take

less time, are more productive and
operate as a forum to facilitate com-

munication between board members

and owners when a businesslike

approach is applied.

Notice requirements are set by state
statute and must generally be posted

prior to meetings. The notice oi a
board meeting should adequately list

the business items on the agenda. An

item that is not noticed may only be

addressed on an emergency basis, such

as situations involving major damage

to the building, natural disasters and

similar events. Failure to include an
item on a posted agenda does not con-

stitute an emergency. Some boards
may list only "new business" and "old

business" as agenda items without any

further description. Action taken on
items discussed under such an agenda

is subject to attack by owners who may

disagree with the board's actions.

When contemplating taking action on

an item, it is incumbent upon the

board to ensure that such item(s) are
listed on the agenda in a manner so

that all members may have sufficient

notice of the item to be discussed.

The agenda should comprise open

items from the previous meeting
requiring action, if any; owner items
that may require board action; build-

ing maintenance items, as required;
project information, updates, requests,

actions, etc.; seasonal information,
such as annual meeting, budget meet-

ing, disaster preparation for the corn-

munity and owners and other similar

information. Once an agenda has been

prepared, it should be approved by the

board president and/or secretary

before posting.
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If regular board meetings are unreason-

ably long, the board needs to deter-
mine how to address the problem. A

successftul meeting requires planning

and execution by the manager and the

chairperson, usually the president.
Information should be distributed to

the board members far enough in
advance to allow them to review the

material before coming to the meeting.

This advance information should

include an agenda, minutes of the
most previous meeting, financial infor-

mation, any committee reports, a man-

agement report and any other informa-

tion that will assist the board in prepar-

ing for the meeting.

All actions taken at a board meeting

should be by formal resolution. Each

resolution should state the board's
source of authority to act on the
matter, the provision of the governing

documents granting that authority, the

purpose of the resolution and the
specific details of the action to be
taken. It is a good idea to keep all

resolutions in a separate binder in addi-

tion to filing a copy with the meeting

minutes. The book of resolutions
makes it much easier to review the past

decisions of the board and can be used

as a quick -reference tool.

Even the most well-intentioned
boards will veer off course from time

to time and begin to discuss tangential

items not specifically on the agenda.

Unless directly related to a posted

in attendance precisely how they
may participate. Typical guidelines
that allow owner participation in
meetings provi(le that an owner may

speak for three minutes on any
agenda item, no member may speak

more than once until all owners
wishing to speak for the first time
have done so and owners may speak

only twice on a single agenda item,

the second time for one -and -a -half

minutes. These types of rules can
apply to both condominiums and
other homeowner associations.

Owner discussion of agenda items

should occur before board action is

taken on an item. Limiting owner par-

ticipation until after board action has

been taken on the item would defeat

the legislative intent of some statutes.

SOME ASSOCIATIONS READ THEIR OWNER PARTICIPATION RULES AT
THE BEGINNING OF EVERY MEETING, JUST TO REMIND THOSE IN

ATTENDANCE PRECISELY HOW THEY MAY PARTICIPATE.

It is the responsibility of the chair-

person to make sure the meeting pro-

gresses in an orderly manner and in
accordance with the posted agenda.

The president should begin the meet-

ing on time. If a quorum is not present

at the appointed starting time, a gener-

al discussion can occur while waiting

for the other board members to arrive.

Beginning the meeting with these gen-

eral discussions while waiting for a
quorum to be established will reduce

the overall length of the meeting. In

addition, by consistently starting the

meeting on rime, board members will

be conditioned to arrive on time.

Board meetings should not be
viewed as social gatherings. The pur-

pose is for the board of directors to
conduct the business of the association

in an orderly manner. Board members

and owners can socialize before or after

the meeting.

agenda item, such discussions should

be avoided. A board member or the
manager should "remind" the chair-
person about limiting discussion to

primarily agenda items and those mat-

ters directly related to the agenda.

NG

Local and state laws and regulations

dictate how owners may participate
in meetings. Some give unit owners

a right to address the board on all
agenda items and grant the board
the right to establish reasonable

rules and regulations governing such

participation. Boards should adopt
guidelines for owner participation at

meetings and publish these. Some
associations read their owner partic-
ipation rules at the beginning of
every meeting, just to remind those

When owners have a right to par-

ticipate in board meetings, they do
not have a right to disrupt or take over

a meeting. In most cases, a disruptive

owner usually has a specific item or
issue that is of particular importance
to them. Allowing the owner to dis-

cuss the problem outside the normal

parameters of a board meeting can
diffuse many unhappy situations.

In addition to homeowner par-
ticipation on agenda items as

required by law, it is a good idea to
hold an open forum before the

meeting where owners and residents

have a chance to address the board
on any issues they may have. This
process facilitates an exchange of
information between the unit own-
ers and board members, can answer

many questions before the meeting
begins and may reduce the amount
of time spent in the actual meeting.
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The board should set rules as to
how an open forum is conducted
and limit the time allotted, so the
regular meeting may start promptly.

Open forums allow owners to have
more of an informal give-and-take

may be beneficial to break the meet-

ing into two separate ones, each
with a smaller agenda.

The chairperson is the board
member responsible for keeping the
meeting on track and in focus. If the

vendors/bidders, assist the board in
pointing out contract discrepancies
from the specifications, etc. At annu-

al or special meetings, there may be
instances when the board prefers the

association attorney to act as chair.

OPEN FORUMS ALLOW OWNERS TO HAVE MORE OF AN INFORMAL
GIVE-AND-TAKE DIALOGUE WITH THE BOARD THAN

CAN OCCURATA MORE STRUCTURED MEETING.

dialogue with the board than can
occur at a more structured meeting.

In the event the board is aware of

a volatile situation that may arise
with a disgruntled owner at an
upcoming meeting, it may consider
hiring an off -duty police officer to
be present. If an upset owner refus-
es to abide by the rules for owner
participation, he or she can be
escorted from the meeting by the
officer, if required. It is incumbent
upon the chairperson to retain con-
trol of the meeting at all times.

All associations are different. Some

require monthly meetings; some
require quarterly meetings. There
are many times when meetings must

be held more frequently, such as
after a disaster, in the midst of a
major project, etc. Unless the docu-

ments of the association provide
otherwise, a board should tailor its
meeting schedule to address its

needs. If an association has '

monthly meeting scheduled, and
discussion between the manager,
president, secretary and others

determines there are no real agenda
items, there may be no need for a
meeting that month. Conversely, if
the agenda is so long that a four- or

five -hour meeting is contemplated
under the best of circumstances, it

current chairperson is not capable of
this, a change should be considered.

Any board member may chair a
meeting. The association manager
or attorney may also be considered to

chair the meeting, depending on the

anticipated content. For example,
when a major renovation project is
being discussed, the manager may
chair the meeting to introduce the

By convening only as required,
sticking to agenda items and main-
taining control of the discussion,
association boards can remain
focused and have productive and
purposeful meetings. E

Helio De La Torre (hdelatorre@siegfried
law.com, 305-442-3334) is a partner at
Siegfried, Rivera, Lerner, De La Torre & Sobel
and focuses his practice on community
association law.
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With 110 properties positioned throughout the New York City training and information

metropolitan area, Connecticut and New Jersey, building owner and updates. Two specific IREM

manager Newmark Real Estate has its hands full when it comes to courses, HRS4O2-Human

Resource Essentials for Real
keeping 200 on -site employees up -to -speed on key issues ranging

Estate Managers and MNT4O2
from risk management to labor standards, and everything in between. -Property Maintenance and

Despite the challenges, Joe Bellina, executive vice president, said Risk Management, can pro-

vide in-depth training on suchsuch training is vital to the smooth running of the firm.
issues.

"If [on -site personnel are] not up-to-date on all of

the issues, the owners and/or managers can find
themselves at considerable risk," Bellina said, "and are

subjecting themselves to both legal proceedings and
financial penalties."

To ensure that doesn't happen to Newmark, Bellina

said the firm does regular training with staff members.

Most recently, for example, it assembled the management

staff to participate in a seminar put on by a group of labor

lawyers who discussed "disciplining union staff
members." At the seminar, managers asked questions

and had the lawyers address issues specific to their
respective buildings.

Bellina said Newmark also relies on organizations like

the Institute of Real Estate Managementto supplement its

Internally, personnel are also kept in the loop via
memos and e -mails, typically used when quick updates

need to be conveyed to the group. This year, Newrnark

is also introducing a rewards program focused on the
physical condition of the firm's 110 properties, with
buildings nominated for criteria such as appearance,
tenant satisfaction and engineering/systems.
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But not all management firms are so diligent, said
Ramñn J. Venero, CPM, director of administrative servic-

es, Society for Human Resource Management in

Alexandria, Va. "Many times, the company will toss the

new hire a set of keys and a list of properties and wish

them well," said Venero, who added that larger manage -

merit firms have paved the way for others to use a more

calculated approach to employee training.

"Some larger firms take pains to make sure people do

the right things and get the right information as early in the

process as possible," Venero said, "while smaller, region-

al organizations may still lack the resources to create a

formalized orientation and/or training program."

To those firms, Venero said now is the time to imple-

ment some type of training that keeps geographically dis-

persed employees on the right track with labor standards

(including the receiitly revised Fair Labor Standards Act,

see sidebar), fair housing laws (for managers of multifam-

ily housing), minimLim wage rules, the Fair Credit

Reporting Act arid the myriad other labor laws/standards

currently being enforced.

ONE FOR THE BOOKS
A policy manual is a good way to implement this educa-

tion, suggested human resources consultant Patricia
Murakami, president of Hoffman Murakariii Consulting in

Palatine, Ill. ri it, clearly state the law then outline how

your firm follows that law arid what steps must be taken to

ensure the law is indeed being adhered to. Leave roorii for

updates (which can be sent by e-mail, then inserted into

the hard copy riianual when warranted), and augment the

manual with in -person training (such as a half -day class)

when necessary.

An important aspect of the policy manLial arid subse-

querit update distribution is an individual sign -off sheet,

where all employees who have read the rilanLial sign arid

date to acknowledge they have indeed (lone so. Although

it sometimes creates a paperwork bottleneck in the

eniployee's personnel folder, it eliriiiriates any second-

guessing about whether the manager/employee has been

made aware of the law (especially if a problem or poten-

tial lawsuit arises).

"Anyone who has ever had to work their way through

an ADA nianLial will tell you it's not an easy road,"

Murakanii said. "It's easy to get distracted if you're doing

it on your own, bUt if you sLipplemerit it with a one-

on-one learning environment, the knowledge retention

will be much better. Later, the manual can serve as a
reference tool."

To create such manuals, Murakami pointed to govern-

ment Web sites (such as the Department of Labor,
www.dol.gov, or the Departnient of Housing and Urban

Development, www.hud.gov) as the best starting points.

There, you'll he sure to get the most updated and accurate

information about the laws and regulations.

"There are all types of 'Dummies' books out there, but

with those you're getting someone else's interpretatioii of

the law," Murakami caLitioned. "Follow exactly what the

government says, ari(l if you need help interpreting it for

yourself or your staff, then turn to a consultant or a book

that's been published and/or updated recently."

TRAINING DAY
Peer -to -peer training, in which a knowledgeable individ-

ual trains the rest of the group on risk niariagement arid

labor issues, is another good way to keep on -site person-

nel up-to-date. The best candidates to lead the training,

MLrrakami said, are individuals who are informed on all of

the laws, arid who also understand how to apply those

laws in the commercial real estate setting.

If schedules allow, off -site seminars can also be effec-

tive, said Joyce L. Gioia, president of Greensboro, NC., -

based management arid hurmani resources consultanicy

ONLINE TRAINING
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Today's property managers and owners

grapple with myriad legal issues con-

cerning their employees, not the least of

which is the newly revised Fair Labor

Standards Act (FLSA), established by the

U.S. Department of Labor (DOL). Prior to

August 2004, it had been 50 years since

the DOL had updated its white-collar

overtime regulation rules. As the pri-
mary law that affects employee pay-

ment, the FISA's overtime pay section

was amended to strengthen overtime

rights for 6.1 million Americans (includ-

ing 5.4 million low -wage workers)
denied overtime under the old rules.

The regulation covers the following

important areas:

MinimLim wage

Overtime pay

Record -keeping requirements

Child labor standards

As developed in 1938, the FISA con-

tained little information on or defini-
tions of executive, administrative or
professional employees beyond the
general scope of belief they were paid

more than minimum wage. At the time,

the American workforce was much dif-

ferent than it is today in that nearly 50

percent of all employees worked in

Ii 1AI1S1YAIiUFA
occupations directly related to manu-
facturing and production (blue-collar
workers).

One of the FISA's basic require-
ments involves determining the exemp-

tion status of each position in an organ-

ization by establishing whether an
employee is exempt or non-exempt:

An exempt employee is not paid for

overtime hours worked. There are

three categories under which an

employee may be considered

exempt: administrative, executive

and professional. These categories

generally define an exempt employ-

ee as one who customarily and reg-

ularly exercises discretion and

independent judgment in the per-

formance of his/her duties.

A non-exempt employee is paid for

all overtime hours worked.

Overtime is typically defined as any

time worked over 40 hours in a

work week. Non-exempt employees

generally perform functions such as

routine clerical duties, maintenance

work, and checking and inspecting

equipment.

The FLSA revisions (also known
as the FairPay rules) have put compa-

flies, managers and trainers in a tight

position as they attempt to stay on the

right side of these laws, which at
times can be just as confusing as the

IRS tax code. Because of the new
laws, for example, in order to qualify

for exemptions, employees generally
must meet certain tests regarding
their job duties and be paid on a
salary basis of not less than $455
per week. Also new is the fact that
job titles alone do not determine
exempt status.

Ramón J. Venero, CPM, director of

administrative services, Society for
Human Resource Management (SHRM)

in Alexandria, Va., said the new FLSA

rules are particularly relevant for prop-

erty managers, who typically employ a

mix of both white-collar (on -site man-

agers) and blue-collar (maintenance
employees) workers.

"Overtime can be a sticky issue that

needs to be addressed and worked
through," said Venero, who directed
property managers to the DOL's Web

site (www.dol.gov) and SHRM's FLSA

online resource page (www.shrm.
org/issues/flsa/) for further information

on the topic.
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says the firm also has an open-door policy in place

through which employees can approach upper -level man-

agers with questions if they, for example, are not paid

adequately for time worked.

"They can go beyond their immediate supervisor to

get the problem solved," Lee said. Also available is an

in-house legal staff that advises the firm on various
fronts, including hiring and termination policies.

Through an annual audit process, the company also
tracks its own diversity record (in terms of hiring minor-

ity workers, for example) for all properties in its 800

million-sq. ft. portfolio.

Ultimately, Lee said each property's general manager,

the chief operating officer (COO), is responsible for per-

sonnel matters related to that property. When a chief
engineer runs into a risk management issue with a build-

ing system, for example, he or she reports back to the

COO, who is "well -trained on all matters related to legal

and risk issues."

"If you have a strong leader in place,

that person sets the example and the

tone for the entire property-it's a cul-

tural thing," Lee said. Also part of the
firm's culture is a program known as

Introduction To Excellence, through
which new management employees

are told upfront about its "zero -toler-

ance policy" for shortcuts and/or viola-

tions that could put the company in a

compromising position.

Lee said those early training ses-

sions go a long way in creating an
atmosphere through which all on -site

personnel are kept abreast of impor-

tant topics. "That's not to say that
accidents can't happen," he added,

"but using this approach certainly
minimizes them."

Venero also suggested the "top
down" method when training employ-

ees, and said a comprehensive human

resources program vetted by a labor

relations expert, such as an attorney, is

a great way to make sure everyone
is "doing the right thing" in their day-

to-day business activities. "Use a

consistent, well -documented message that puts your firm

in a defendable position, should a problem arise,"
Venero said.

In the end, Bellina said communication is the corner-

stone of an effective on -site personnel training program.

Keep the lines of communication open and encourage

regular, planned gatherings to discuss the latest issues

and share knowledge. The latter is particularly important

for property managers whose various buildings will likely

deal with the same labor law, risk management or
employment issues at some point.

"If there's a problem with one property, that informa-

tion really needs to be shared with the rest of the portfo-

lio," Bellina said. "You can rest assured that it's probably

happening-or that it will happen at some point-in
another location." S]

Bridget Mccrea (bridgetmc@earthiink.netl is a Florida -based free-
lance writer and frequent contributor to the Journal.
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e you ready to sit

down and negotiate a

great deal? Negotiations

for retail and office
space tend to focus
primarily on ttie

business or monetary terms of the
lease-base rent, free rent and tenant

improvement allowances. However,

there are several other important pro-

visions that often have a major

impact on a building's cash flow and

value, as well as tenant business oper-

ations and occupancy costs. Some are

onerous for a landlord and must be
expertly negotiated to avoid damag-

ing a property's income stream for
many years.

We will review and analyze seven

such lease provisions and discuss how

to negotiate each of them. Ideally, a

landlord would refuse to accept any

of the following, but sometimes due
to a weak market, a building with
high vacancy or the strength of cer-

tain key tenants these provisions
must be negotiated.

Keeping Up With
the Neighbors

One of the most deadly lease provi-

sions for shopping centers deals with

co -tenancy. A merchant, usually an

anchor or strong national shop ten-
ant, may insist that if one of the
anchor tenants "goes dark" or closes,

or the shopping center falls below a

certain occupancy level (usually 75-

80 percent), the tenant may cancel
its lease. Awarded to one or two ten-

ants, this can start a domino effect of

stores vacating the shopping center.

This provision was common in the
1970s and early 1980s but was
almost unheard of for the next 15
years. It has now become a negotiat-

ing issue for some very successful
high -profile retailers.

If a tenant must be awarded this pro-

vision, they should be required to first

demonstrate their sales declined more

than 10 percent after an agreed -upon

period following the closing of the
store the co -tenancy is tied to. The
hindlord should negotiate that, in this

scenario, the tenant's rent will convert

to percentage rent only in lieu of the

right to cancel the lease. If the tenant

insists on the right to cancel, the land-

lord should counter with a time peri-

od, usually one year, to either re -lease
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the vacant anchor space or bring the

shopping center occupancy above the

targeted percentage before the tenant

may cancel its lease. During this peri-

od the tenant may be allowed to pay

percentage rent in lieu of the base rent.

The tenant should have a limited
time, usually one month after the
event that triggers the exercising of the

co -tenancy provision, to noti1r the
landlord it will exercise its rights.

Pump Up
the Volume

A retailer may negotiate the right to

cancel its lease based on not achieving

a specific sales volume. Typically, the

only time a landlord will agree to this

cancellation right is if the shopping

center is distressed or a retailer is of a

significantly higher caliber than the
other tenants. This concession may
also be necessary to attract tenants that

are trendsetters and produce very high

sales. These merchants have a follow-
ing of other retailers who are likely to

lease space in the shopping centers
they occupy.

StraU'av

The tenant should have sufficient tini

to generate sales above the level that

allows for a lease cancellation, e.g., thc

third or fourth calendar year of opera-

tions. This permits the retailer to build

its business through several holiday
seasons. If the tenant's sales exceed the

sales kick -out threshold early in the

lease, it should not be allowed to can-

cel if in the future sales drop below this

number. The opportunity to exercise

the cancellation should be limited to a

one-time right during a short period,
such as the first two weeks of the
January after the year sales fill below

the benchmark. The tenant should not

be allowed to vacate its premises for 90

to 120 days after the landlord receives

cancellation notice. If possible, the

landlord should negotiate a cancella-

tion penalty from the tenant, e.g., all

unamortized costs for tenant improve-

ments and real estate commissions.
Ideally, the right to cancel the lease will

be mutual.

Who's Your Favorite?
A seldom seen but deadly lease provi-

sion is the favorite tenant provision.
This is based on the concept of
favored trade status one country offers

another. A tenant may seek to receive

all the concessions other tenants in the

building receive and may request this

provision if a landlord tells the tenant

they will get the "best" deal given to

any tenant. The tenant then asks the
landlord to stand by this statement
and include a favorite tenant provision

in the lease.

The best and only way to reply to the

request for a favorite tenant provision

is to say no. This lease provision can be

found toward the end of the lease form

used by a few national retailers.

Exclusive Coverage
Another provision often given to ten-

ants without regard to its future

impact is the exclusive provision. This

was once associated only with shop-

ping centers but now some office and

medical tenants request it. They want

the referral business from the other

tenants in the building. The landlord,

property manager or leasing agent may

unintentionally violate this provision

and the consequences can be costly.

St ratey

If this provision must be granted, all

existing tenants in the building or
shopping center and their current and

future assignees, sublessees and
licensees must be excluded. Also, the

exclusive must be very specific. For

example, a salon had an exclusive pro-

vision the landlord intended to apply
only to the cutting and styling of hair.

The tenant claimed it included the sale

of beauty supplies and attempted to
prevent the landlord from leasing to a

national beauty supply merchant. The

exclusive should not include incidental

sales of products or services by other

tenants. Some national retailers may
have a small display area of merchan-

dise with another tenant's exdusive,
such as greeting cards. The lease could

limit the square footage of display area

other tenants may have for the prod-
ucts covered by the exclusive.

An exclusive may be given for a

limited time, say the first year of

operation, to give the tenant a chance

to build its business and develop a
cooperative business relationship
with the other tenants in the build-
ing. It may also be limited to a specif-

ic area of a shopping center. The ten-

ant should be required to actively and

continuously conduct business in the
category in which it has an exclusive.
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ate is the penalty if the exclusive is
violated. There should be no mone-

tary damages-the tenant should
either be given the right to pay per-
centage rent in lieu of a minimum
rent or to cancel its lease.

Options Abound
A provision often awarded to tenants

that can become arduous for the land-

lord is the option to renew. An option

provides the tenant with the right to

extend its lease and creates an obliga-

tion for the landlord to accept the ten-

ant's decision. Anchor retail tenants,

restaurants and major office tenants

are often provided with options

because of their negotiating strength
and the high cost to build out their
premises. Other tenants may be
awarded an option as part of the over-

all negotiation strategy

There are several reasons why a
landlord may not want a tenant to
extend its lease. The tenant may have

continually defaulted in its obliga-

tions, the market may be higher than

the agreed -upon rent for the option
period and there may be a merchant
better suited for the tenant mix of
the property.

Several conditions should be placed on

the tenant's right to exercise an option.

The tenant should not be in default of

its lease, not have any major defaults

during the term of the lease and a lim-

ited number of minor defaults. The
option should be exercised during a
specific period, typically between 180

to 240 days prior to the expiration date

of the lease. If the rent during the
option period is adjusted to market

rate there should be a description of

comparable properties and where they

must be located, for example, space

between 5,000 and 10,000 square feet

not on the ground or top floor of a
Class B office building of five to 15

stories located in the Pioneer Square

area of Seattle. A map would be
included as an exhibit that would out-

line the Pioneer Square area. Ideally,

the option would not be assignable but

this is difficult to obtain. If the tenant

is a retailer, the option could be based

on sales for the last two years of the

lease term exceeding a specific dollar
amount or the tenant paying percent-

age rent during that period.

It's Audit Time
Sophisticated tenants will often ask
for the right to audit building

expenses reimbursed by the tenants.

Unfortunately, there are landlords
who charge their tenants for expenses

that are not legitimate building pass -

through costs.

It is difficult to deny a tenant the right

to audit pass -through charges.

However, the audit provision can
include restrictions to prevent the ten-

ant from using the audit as an excuse

to avoid or delay payment of these
charges. The lease may state the tenant

must pay in full the assessed charges

when due and any agreed -upon dis-

crepancy will be adjusted. The audit

should be conducted within 60 days of

the tenant receiving the year-end oper-

ating expense adjustments and can be

for only the most current adjustment

period. The audit must be conducted

by a certified public accountant and

the results must be kept confidential.

First Dibs
Office tenants often ask for first right

of refusal to expand into adjacent
space. 1X'hen a prospective tenant is
interested in the adjacent vacant space,

the landlord must first offer the space

to the existing tenant. If this provision

is not properly negotiated it can either

delay leasing or, worse, the prospect for

the space may be lost due to a slow
response from the existing tenant.

This provision should designate the

space covered by the first right of
refusal. The tenant may be given a spe-

cific time during the lease term, say

the first two years of the lease, to exer-

cise this right and may be given just

one opportunity to exercise the right.

The tenant should have a short period

(usually between two to five days) to

notify the landlord whether they will

lease the space and, if so, a lease should

be executed within seven days or less.

There are no "give away" lease pro-

visions during negotiations. Each must

be analyzed for its impact on the prop-

erty and then skillfully negotiated. [1

Richard Muhiebach, CPM, CRE, SCSM, RPA, is

senior managing director, Kennedy Wilson
Properties Northwest in Bellevue, Wash. He
has authored nearly 100 articles and co-
authored 13 books on commercial real estate,
including Shopping Center Management
and Leasing, and served as the Institute's
1998 president

Eric Muhiebach is a retail broker with Fandel
Realty in San Francisco. He specializes in
representing retailers expanding into high -
profile street retail properties, enclosed
malls, lifestyle centers and power centers.
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When it comes to utility billing, monitoring and management, there

are options aplenty to analyze and capitalize on data. Many
utility companies offer customers access to a third -party solution

that is essentially an online service that replicates information appearing on a
monthly printed bill, along with the ability to view historical data. Utility
companies offer this as a value-added service, typically to commercial and
industrial customers, to evaluate and control energy consumption and costs.
There are also multiple ways managers can obtain additional energy usage
and management resources from the Internet to take a proactive stance on
managing energy costs, regardless of the utility provider
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TracK IT Down
One option is online monitoring and

bill analysis software provided by
local utility companies to industrial

and commercial property owners.
This kind of energy -tracking software

takes readings only at the service

entrance and shows total building
consumption patterns of all the com-

modities a utility supplies to a

company's properties, without break-

down of how the energy is consumed

within the facility.

Some of these solutions collect and

report monthly data; others collect
data at pre-set frequent intervals
throughout each day (sometimes as

often as every two minutes).

Regardiless of the interval of data col-

lection, the solutions are largely simi-

lar-they provide either an estimate of

or the actual bill, show comparisons to

the previous month or the same
month in the previous year and pres-

ent a profile over time. Some also
include options for demand response.

"Monthly programs will not help

manage peak usage but will allow the

users to compare consumption and

cost between time periods, and enable

portfolio owners to compare two facil-

ities or groups of facilities," said

Jay Oschrin, president, Diversified

Intelligence, an engineering firm and

software developer of a Web -based
utility tracking tool for electricity

and water consumption. Diversified
Intelligence's products include
EnergyTrack, a Web -based utility
tracking software database program

that monitors consumption based on

monthly data.

"The interval data solutions are
more sophisticated and are used to
manage peak usage, which can dra-
matically increase utility bills for the

entire billing cycle," Oschrin said.
Viewing information on load profiles

can help pinpoint variations from the
building norm.

The third -party software programs

utility companies contract to supply

to interested customers can provide
access to usage data for multiple com-

modities-electricity, gas, water, com-

pressed air and steam. These are either

offered free as a value-added service or

provided at a small monthly charge.

The customer does not install any
software locally but uses a password to

access the software online through an

Internet browser.

"With prices for water, gas and elec-

tricity continuing upward spirals, a

company of any size can benefit from

even basic usage monitoring online,"

Oschrin said. "Despite the rising costs,

many don't pay attention to the bills at

all as long as they don't deviate much

from the previous month or year. They

just write the checks without doing
any bill verification or referencing. Yet,

there is tremendous potential cost sav-

ing for companies to know where they

stand by using the online software
to compare usage one month or
year against another or one facility
against another."

Typically, the solutions offer easy -

to -interpret online reports and charts

that delineate a host of energy usage

patterns over time along with other
information that can proactively help

owners and managers achieve a higher

level of informed energy control. These

types of software programs work best if

a portfolio is served by one utility.

When a portfolio is served by mul-

tiple utilities, managers can use third-

party software to download, accumu-

late and evaluate the raw data from

multiple services, formulating it to

make it meaningful, said John
Studebaker, president, Studebaker
Energy Consulting. "The data can be

used to verif' the bills and spot abnor-

malities and errors, which would then

be tracked down. The potential bene-

fits are more meaningful if the data
[are] downloaded from the meter con-

tinuously rather than once a month."

Another way for owners to keep a

close eye on energy consumption is

to use enterprise energy management

software to measure energy use inside

a facility (past the utility billing
point) at multiple metering points.
The software gathers data from ener-

gy meters connected directly to elec-

trical circuits as well as from pulse -

outputting submeters throughout
one or multiple facilities, both in ten-

ant spaces and common areas.
Communication between the meters
and the software server can be hard-

wired, wireless or transmitted over a

corporate LAN or the Internet. This
kind of software enables owners to

take proactive stances in managing
their own energy use and costs,
regardless of the utility.

IflSIO TH FIOflT 000r

Close attention to metering inside a

facility is driven, at least in part, by

tenants in buildings where the utility

is providing only one meter and the
owner allocates the energy costs,
asking management for a better guar-

antee of bill accuracy. It is also driven

by management trying to get a better

handle on how much energy each
tenant space consumes, to better set
rental rates and make other informed

economic decisions, including
installing energy efficient equipment

and raising tenant awareness of
energy conservation.
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Imagine these retirement years:

You live in a familiar community, but alone in a building populated with people who
speak a foreign language. You can't speak meaningfully with the grocer, barber, gas

station attendant or mail carrier. You cannot speak their language because you can't

hear it.They haven't learned sign language, so they cannot speak with you. You have
been deaf your entire life. As you aged, your contemporary friends and family passed

away or moved on. You are alone, isolated.

his is the future for many

deaf senior citizens in the

United States, but not
in Greenfield, Wisc., a suburb of
Milwaukee. September 2005 will mark

the opening of the first Wisconsin
apartment building for deaf and hard -

of -hearing seniors, Water Tower View,

a three-story, 43 -unit elevator building

with 44 underground parking stalls

designed for deaf persons.

In 2000, Southeastern Wisconsin

Deaf Senior Citizens (SWDSC), a
501 c3 non-profit organization, was
created to build on earlier, failed

attempts to construct an apartment
building to serve the special needs of

deaf' and hard -of -hearing seniors.

One of the challenges they had was

the absence of any predevelopment
money or expertise within the deaf
community for real estate develop-
ment or fund raising. Fate met
need when Clark Christensen, the
founder and current president of
SWDSC was introduced to Erich
Schwenker, president of Cardinal

JPM www.irem.org

Imagine these retirement years:

You live in a familiar community, but alone in a building populated with people who
speak a foreign language. You can't speak meaningfully with the grocer, barber, gas

station attendant or mail carrier. You cannot speak their language because you can't

hear it.They haven't learned sign language, so they cannot speak with you. You have
been deaf your entire life. As you aged, your contemporary friends and family passed

away or moved on. You are alone, isolated.

his is the future for many

deaf senior citizens in the

United States, but not
in Greenfield, Wisc., a suburb of
Milwaukee. September 2005 will mark

the opening of the first Wisconsin
apartment building for deaf and hard -

of -hearing seniors, Water Tower View,

a three-story, 43 -unit elevator building

with 44 underground parking stalls

designed for deaf persons.

In 2000, Southeastern Wisconsin

Deaf Senior Citizens (SWDSC), a
501 c3 non-profit organization, was
created to build on earlier, failed

attempts to construct an apartment
building to serve the special needs of

deaf' and hard -of -hearing seniors.

One of the challenges they had was

the absence of any predevelopment
money or expertise within the deaf
community for real estate develop-
ment or fund raising. Fate met
need when Clark Christensen, the
founder and current president of
SWDSC was introduced to Erich
Schwenker, president of Cardinal

JPM www.irem.org



Capital Management. Schwenker
had helped with the development
and construction of Hawley Ridge,
an apartment building designed and
built for the blind in Milwaukee.
Hawley Ridge won a national tax
credit development award for special
needs housing. The partnership was

a natural collaboration.
The year 2004 was pivotal for

SWDSC. A $50,000 predevelopment

grant was obtained by Cardinal

Capital from the Greater Milwaukee

Foundation. The grant money was used

to finance a market study that revealed

more than 500,000 deaf or hard -of -

hearing persons lived in Wisconsin. The

target neighborhood alone had almost

350 households with eligible occupants.

The grant also allowed for the search for

suitable land, application for Low

Income Housing Tax Credits (LIHTC)

from the Wisconsin Housing and
Economic Development Authority and

conceptual drawings.

The land needed to be in the
Milwaukee urban area to have the

largest possible base of qualified
applicants. (Legal opinion was ren-
dered that allowed marketing to be
directed to deaf persons, although a
hearing applicant cannot be denied
or discouraged from applying.)
Close access to two Milwaukee deaf

ministries was critical as was access

to transportation. Public transport
was of paramount importance as
many deaf and hard -of -hearing sen-

iors either do not drive or are reluc-
tant to do so on a regular basis.

Horizon Development, a Wisconsin

firm that develops, builds and manages

senior housing had land available on a

campus under development. Several

buildings were already occupied by sen-

iors and Horizon was uniquely well-
suited to become the general contrac-

tor. Financing was a mix of sources: tax

credit investment from the Richman
Group in Connecticut, owner's equity

from Federal Home Loan Bank in
Chicago, construction from U.S. Bank

and Milwaukee County Home funds,

all resulting in a $5.5 million price tag.

Cultural Sensitivity

Services will include an on -site prop-

erty manager with American Sign
Language (ASL) skills. This person is

expected to be deaf or hard -of -hear-

ing, as finding a person fluent in ASL

and training them to be a property
manager was deemed simpler than
finding a property manager and
teaching them ASL. The employment

longevity of this critical person is also

a consideration. An important com-
ponent to the success of the building

will be the residents having an imme-

diate trusting relationship with the
manager. The deaf community is a
true American subculture. A hearing

person cannot automatically expect to

be easily trusted with intimate finan-

cial and personal information that is
required for ongoing occupancy in a
tax credit property.

Cardinal Capital learned this lesson

early in the process when it was asked

to have a key document amended to

satisfr legal requirements. In order to

validate the changes, two-thirds of the

may/jun 2005
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SWDSC membership, approximately

120 people, had to sign the amend-
ment. Even though Cardinal Capital

employees had been attending month-

ly SWDSC meetings for more than a

year, it was not possible for these indi-

viduals to just knock on a member's

door and ask them to sign the docu-

ment. The deaf culture sometimes
teaches deaf persons that hearing per-

sons do not always have the best inter-

ests of the deaf in mind-they are act-

ing from a perspective the deaf person

can never share. To get 120 signatures

in about four days' time, it was neces-

sary to enlist the aid of ASL inter-

preters and try to get SWDSC mem-
bers together in groups to learn about

the amendment, and that it was a nec-

essary part of the housing develop-
ment. Many hours were spent travel-

ing to individual member's homes and

small gatherings, and then allowing

the deaf to ask questions before they

would sign the document.

An important concept to learn is
that ASL is not English. The grammar

and syntax are altered to convey mean-

ing by visual signals. Some older deaf

persons, while completely skilled in
ASL communication, may be less con-

fident with reading and understanding

written English. A document that they

have to sign may have to be explained

to them in ASL. Fortunately, the

S'WDSC leadership and interpreters

were able to work together to get all

required signatures by the deadline. A

level of trust grew between the devel-

oper and SWDSC members.

In order to prepare the on -site

manager for the unique work at Water

Tower View, training will include a
combination of IREM's RES2O1-

Successful Site Management course

and an internship at a firm with
LIHTC expertise.

Exercise classes, blood pressure
screening, social worker access, van

transportation, resource awareness and

educational offerings provided by the

Wisconsin Association of the Deaf are

among the amenities that will be
offered to residents.

Design
Considerations
Unique design features at Water Tower

View include apartments with few or

no sight barriers between rooms. This

is accomplished with a combination of

lowered walls and glass partitions.
Access will be controlled by a state-of-

the-art building key -card system for
residents and a video intercom system

with a TTY (teletypewriter) keyboard

for visitors. The video intercom system

will enable the resident to communi-

cate with a visitor via ASL prior to
entry into the building. The elevator

car and shaft will be partially glass for

clear communication in the event
of service disruption. A barrier -

free combination community/dining
room with a closed -captioned HDTV

system to display large text will be a

gathering place for social events. A hair

salon, chapel, computer lab with high-

speed Internet access and ongoing
computer training, fitness center,

librar)c laundry and patio with grill are

more features that will be provided.

Hallway corner mirrors and special car-

pet and wall treatments with tactile
varied surfaces round out many of the

state-of-the-art features that can

improve a resident's life.

One unanticipated but important

construction difference is that all

floor joists are 16 inches on center
versus local code requiring the more

widely spaced 24 inches on center.
This change was prompted by the
fact that deaf people are very sensitive

to structural vibrations. The dampen-

ing effect closer floor joists have on

vibration was considered so impor-
tant that the improvement in resident

comfort was ample justification for
the increased expense. There is also

additional soundproofing in all com-

mon walls, again to minimize vibra-
tions, and also because low -hearing

guests and residents will be likely to

increase the volume on television,
radio and stereo equipment.

Many of these features would not

have been incorporated without the
help of architect John Dickinson, spe-

cial needs studio director and senior
architect with Winter & Company in

Boulder, Cob. Dickinson was selected

for his training, experience and passion

for designing environments friendly to

special needs populations. He has pro-
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vided architectural services to the deaf

and blind all over the United States.

He received a diploma from Ecole de

Architecture in Paris, a bachelor, of
architecture degree from the University

of Kentucky and an M.B.A. from the

University of Phoenix. Dickinson has

been profoundly deaf since the age of

two. He worked closely with the
primary architecture firm of AG
Architecture of Wauwatosa, Wisc. AG

has designed many housing devdop-

ments for seniors; however, this is the

first targeted to the deaf and hard -of -

hearing population.

At an informal meeting in

December 2004, Clark Christensen
was asked what members of the deaf

community were saying about the
building. Christensen, through an
interpreter, explained that prospective

residents were excited and had only

one criticism of the designs that were

only on paper at that point. They were

concerned that not enough units
would have walk-in showers. As a
developer, we were so focused on
design elements regarding a hearing
disability that we temporarily lost sight

of the fact many seniors prefer the low -

step shower stall to a standard bathtub.

We took this concern to heart. Within

24 hours we had priced out and begun

the design and specification change
process to complete two-thirds of the

units with walk-in showers.

As of this writing, there are 26 qual-

ified rental applications already sub-

mitted to Cardinal Capital (60 percent

of total units). Various SWDSC board

members report intense levels of inter-

est in Water Tower View among the

First
Impressions

Count!
Signage communicates your
FIRST IMPRESSION to

PROSPECTIVE RESIDENTS.
Wood Concepts, Inc.
P.O. Box 150007  2640 N. Darlington Ave

,Artcarved Signs
Tulsa, OK 74115  1-800-331-5903

GWOODCONCEPTS (918) 836-9481  FAx: (918) 836-7461
1I

wdconcept@aol.com

Visit our website! www.woodcortcepts cc

We make GREAT FIRST
IMPRESSIONS last!

deaf community. There have been
many applications distributed to inter-

ested parties as far away as Chicago.

The compelling desire of deaf people

to live in this type of environment is

drawing people from a larger area, sub-

stantially broadening the usual geo-

graphic limitations to marketing.
Interest in the building continues to
grow and we anticipate full occupancy

for the grand opening this fall. D

Joseph Thornae, ARM, CPM Candidate,
(jthomao©cardinalcapital.us) is asset man-
ager, Cardinal Capital Management, St.

Francis, Wisc. He was Milwaukee Chapter
No. 13 CPM Candidate of the Year in 2004.

Judy Letterman, CPM, (jleiterman@cardinal-
capital.us), asset manager, Cardinal Capital
Management contributed to this article.

©IREM Milwaukee Chapter No. 13. Reprinted

with permission.
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THE CASE FOR ANALYZING AND

APPEALING REAL ESTATE TAXES

by Vincent Geppi, CPM Candidate

ith the increasing disconnect and seeming dichotomy between
market fundamentals and capitalization rates, real estate owners
are not only pressing revenue streams but also scrutinizing oper-

ating expenses to maximize profitability Because real estate taxes are
generally one of the largest operating expenses for most properties, owners
should focus on reducing tax assessments. Additionally, as many states and
jurisdictions face fiscal crises and use property taxes to balance their budg-
ets, owners should analyze their assessments annually and be wary of
overvaluation.

"A revaluation can cause significant problems in today's environment," said
Jeffrey Mandler, a partner in the law firm Berman, Rennert, Vogel & Mandler,
PA. "Despite the active sales climate in many locations, apartment funda-
mentals may actually be weak because of increasing vacancies and escalating
costs. A jump in taxes could represent a significant blow to profitability and
debt service coverage. When property taxes are increased, both the owner and
lender must carefully examine the assessment and determine whether there are
grounds to contest the higher taxes."
JPM www.irem.org
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VALUATION METHODS
Although most owners of real estate, including equity syn-

dicators, REITs and private investors, have sophisticated

internal valuation processes, the lack of a national taxing
standard precludes owners from unilaterally developing a

portfolio -wide tax appeal strategy. Instead, owners must

individually develop property- and segment -specific
approaches. Jurisdiction appraisers, too, have become
increasingly more sophisticated due mainly to improved

information flows and new disclosure laws, and use a num-

ber of different valuation methods to assess property. In

some jurisdictions, property owners are required to submit

annual detailed income and expense reports with a list of

current vacancies.' Accordingly, assessors can use this
information not only to value property but defend assess-

ments. In Texas, the legislature just passed a bill that will

make Texas a property sale disclosure state.

Clearly, the assessor's first goal in determining fee -simple

tax value is establishing the highest and best use for the tar-

get property. This is functionally defined as the best legal use

that would most likely result in the highest sale price.
Ultimately, this may result in the property being classified

with a special purpose or use. The assessor then approaches

value in one or all of three ways. First, comparable market

sales of like -kind properties are used to establish value.
When like -kind properties with similar physical characteris-

tics are hard to find, assessors are forced to use the cost
approach, in which the property is valued at the actual cost,
in today's dollars, to build the existing improvements on the

land.2 This will generally be higher than a realistic market
valuation. Last, assessors also use a lease -fee income
approach, derived by capitalizing the income of a property,

less operating expenses and market vacancy

ASSESSMENT ANALYSIS
Owners should annually review whether a property is val-

ued equitably against other competitive properties. Realize

that with the multitude of properties to assess and inher-

ent idiosyncrasies within the market, assessors can make

mistakes. It helps to have a thorough understanding of a
property's physical condition and amenities versus the rest

of the market segment. Outdated information can lead to

an incorrect property classification.

"When older apartments are involved, show what it will

cost you to remodel or renovate to stay competitive with
newer developments. Taxing jurisdictions generally do not

want to acknowledge the extent of the capital repairs and

renovations that aging buildings need. These ongoing
expenses should be included in an annual expense statement

and submitted to the property appraiser," Mandler said.

Also, consider whether the property is impaired, func-

tionally obsolete or if there are environmental concerns that

limit the property's ability to compete in the market. Next,

attack the economic conditions of the market and the prop-

erty's operating fundamentals.

"The gross income generated by an apartment property

is greatly affected by the current economic climate. The last

few years have seen increased unemployment and little job

growth in some segments. This had an impact on occupan-

cy at second -tier properties, which have experienced higher

vacancy rates and greater resident turnover," Mandler said.

He advised managers to consider the year-to-year behavior

of income, expenses, vacancy and the credit of the rent roll.

"Assessors are quick to respond to higher rental rates but

slow to acknowledge the offsetting increases in expenses-

costs for security, insurance, utilities and waste management

have jumped sharply over the past few years," he said.

Even though property operations have experienced no

change, they can be diluted by surrounding market
economies, thereby leading to arbitrarily inflated capitaliza-

tion rates. "Our best approach to value has been through the

income approach and the equity appeal. We have many
resources available in the market to assist us in establishing

values based on market rents and expenses as well as review-

ing actual year-end operating data," said Bob Phillips,
Marvin F. Poer Company, a tax appeal consultant in Dallas.

Owners should also recognize the concept of investment

value versus market value of a property. The increasing flow

of capital to real estate has created a demand for invest-
ment -grade property. This demand has subsequently com-

pressed operating fundamentals as capitalization rates have

become more aggressive. Although assessors should review

market value only, they have taken note and are willing to

value property not on existing fundamentals, but on the
purchase prices investors are willing to pay. What an
investor will pay for a property might be significantly
greater than its market value. Consider an example from

Mandler: "A new high-rise apartment complex recently sold

to a condominium converter for almost $200,000 per unit.

The sales price was justified in this case because the average

post -conversion unit sold for almost $250,000 per unit. If
the property had remained an apartment complex, howev-

er, the capitalized income stream would have justified no
more than $125,000 a unit."
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When fire and water

TAKE CONTROL
ofyour business, we help you

TAKE T BACKI

Service Response Guidelines*

Within one hour from notice of loss,
1 ) a SERVPRO® Franchise Professional

contacts you to arrange for service.

r"J Within four hours of loss notification,

4 )
a SERVPRO® Franchise Professional
is on -site to start mitigation services.

Within eight business hours of on -site

8 * arrival, a verbal briefing of the scope
is communicated to the appropriate
person.

*Exceptions may apply under certain conditions, such as a local
catastrophic event or storm situation.

Like it never even happened.TM

1 -800 -SE RVPRO

.1 1 1Y
Fire & Water - Cleanup & Restoration'TM

Independently Owned and Operated

Restoration:

Fire, Smoke and Soot

 Wafer Removal and Dehumidification
 Mold Mitigation and Remediation
 Catastrophic Storm Response
 Move Outs and Contents Restoration
 Electronics and Equipment
 Document Drying

Contents Claim Inventory Service

Cleaning:
 Air Ducts and HVAC
 Biohazard, Crime Scene and Vandalism
 Carpet, Upholstery, Drapes and Blinds
 Ceilings, Walls and Hard Floors
 Odor Identification
 Deodorization

Services vary by location servp ro . corn www.ernet.us

APPEAL PROCESS
Most taxing jurisdictions assess property every year and

issue a notice of assessment to the owner, who will have a

period of time to review the assessment and appeal it
before the tax bill is issued. If an owner decides to appeal,

there is a discovery period during which the owner notifies

the assessor of the intention to appeal. Both the owner and

the assessor exchange interrogatories and the owner pro-

vides an appraisal prepared by a tax consultant or a
third -party appraiser.

After the discovery period, if the appraisal includes sub-

stantive arguments to the valuation, there is usually an
opportunity to settle the appeal. Most tax consultants urge

owners to accept reasonable settlements even if they don't

meet the targeted valuation. However, if no accord can be

reached, the next step is a formal tax board hearing. The

owner must take into account the marginal costs to take the

appeal to the next level, district court, and the need for an

experienced attorney to present a cohesive case.

Tax consultants can be particularly effective because of

their relationship and credibility with local assessors and
knowledge of the property infrastructure. Phillips said: "In

general, we are successful in reducing proposed values to

some degree at a 90- to 95 -percent rate. Through the infor-

mal process, we have reduced proposed increases on approx-

imately 75 percent of the properties we represent. These were

reductions that reflected a value at our target or less. The

other 25 percent were taken to the formal level, and on those

properties, we usually average a success rate of 90 percent.

Some of these board decisions are not down to the original

target value and then a determination is made about going to

the next level, district court. At that level, an attorney needs

to be engaged and there are increased costs. However, we typ-

ically have experienced a 99 -percent success ratio."

Owners need to consider the overall appeal process and

valuation methodology to effectively pursue a tax appeal,

and weigh the estimated cost of appealing an assessment ver-

sus the overall tax savings to determine if the appeal will

actually net a positive result. LI

Vincent Geppi, CPM Candidate, (vgeppi©hotmail.com) is an asset
manager in Baltimore.

References

1. Marcus, JR. Assessors exploit their advantage. National Real Estate

investor. Feb 2005.

2. Giannuario, PJ. Ihe value of understanding property valuation
methods. National Real Estate investor. Nov 2003.

3. Mattson-Teig, B. Arguing for tax appeals. National Real Estate

Investor. Jan 2001.
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News and Notes from REM' Headquarters

by Amanda Druckman

Course Listings
MAY
9-10 BDM6O2 Atlanta 1

18-

MKL4O5 Alexandria, Va,

MKL4O6 Alexandria, Va.

9-14 RES2O1 Knoxville, Tenn.

Peoria, Ill.

10 ETH800 Irvine, Calif.

RES2O1 Clovis, Calif.

10-11 HRS402 Farmington Hills, Mich.

11-12 HRS4O2 Alexandria, Va.

MPSAO1 Atlanta

11-13 RES2O1 Rochester, N.Y.

12 ETH800 Miami

12-13 MKL4O5 FarmingtonHills,Mich.

MNT4O2 Salt Lake City

12-14 RES2O1 Seattle

Phoenix

13 CPMOO1 Atlanta

13-14 MNT2O1 Weymouth, Mass.

14 CPMEXM Atlanta

16-1] BDM6O2 Houston

Memphis

Minneapolis

MKL4O6 Kansas City, Mo.

MNT4O2 Alexandria, Va.

Chicago

Honolulu

16-21 RES2O1 Fishers, Ind.

17-18 MKL4O5 East Windsor, N.J.

Milwaukee

MKL4O6 San Antonio

Dallas

18 ETH800 Columbus, Ohio

Tampa

Berlin, Conn.

HRS6O3 Chicago

18-19 F1N402 Honolulu

Alexandria, Va.

Chicago

HRS4O2 KansasCity,Mo.

19 MPSAO1 Houston

Memphis

Mi n n e a pol is

19-20 BDM6O1 Chicago

HRS4O2 Dallas

East Windsor, N.J.

19-21 RES2O1 Phoenix

Rochester, N.Y.

20 CPMOO1 Houston

Memphis

Minneapolis

20-22 RES2O1 Honolulu

21 CPMEXM Houston

Memphis

Mi on e a po Ii s

23-24 ASM6O3 Quincy, Mass.

Seattle

MNT4O2 Memphis

25-26 ASM6O4 Quincy, Mass.

Seattle

27 ASM6O5 Guincy, Mass.

Seattle

JUNE
6-7 ASM6O3 Irvine, Calif.

BDM6O2 Quincy, Mass.

Kansas City, Mo.

6-8 RES2O1 NewYork City

7-8 MNT4O2 East Windsor, N.J.

8-9 ASM6O4 Irvine, Calif.

MPSAO1 Kansas City, Mo.

Quincy, Mass.

9-10 FIN4O2 East Windsor, N.J.

10 ASM6O5 Irvine, Calif.

CPMOO1 Kansas City, Mo.

Quincy, Mass.

11 CPMEXM Kansas City, Mo.

Qijincy, Mass.

16-18 RES2O1 New York City

20-21 BDM6O2 Carmel, Ind.

21-22 MNT4O2 Dallas

22-23 MPSAO1 Carmel, Ind.

22-24 RES2O1 Reno, Nev.

23-24 F1N402 Dallas

24 CPMOO1 Carmel, nd.

25 CPMEXM Carmel, nd.

27-29 RES2O1 Rerio, Nev.

JULY
11-12 MKL4O4 San Diego

MKL4O5 Sari Diego

MKL4O6 San Diego

13-14 HRS4O2 Sari Diego

15 ETH800 Houston

18-19 ASM6O3 Dallas

18-23 RES2O1 Pittsburgh

20-21 ASM6O4 Dallas

21-23 RES2O1 Los Angeles

22 ASM6O5 Dallas

25-26 BDM6O2 Sari Francisco

27-28 MPSAO1 San Francisco

28-30 RES2O1 Los Angeles

29 CPMOO1 San Francisco

30 CPMEXM Sari Francisco

AUGUST
8-9 ASM6O3 Omaha

1011 ASM6O4 Oniiaha

12 ASM6O5 Omaha

13 CPMEXM Oriiaha

16 ETH800 St. Louis

22-23 MKL4O5 Atlanta

24-25 HRS4O2 Atlanta

(III
JPM www.irem.org
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Member -Get -A -Member Campaign
Calling all IREM members! Are you eager to help your organization grow?

Would you like to win a $2,500 American Express Gift Cheque? Participate

in the Member -Get -A -Member campaign and become eligible to win great

prizes. It just takes one new member!

All IREM members are eligible to participate. Those listed as the referring

member on a new CPM Candidate, ARM, AMO or Associate Member appli-

cation will receive one credit for each application received between October 1,

2004 and September 30, 2005.

The top 25 referring members will each receive a $500 American Express

Gift Cheque at the 2005 IREM Education Conference. Each referring mem-

ber will be entered in a drawing to be held at the meeting and the winner will

receive a $2,500 American Express Gift Cheque.

Participants in the Member -Get -A -Member campaign will be featured in

continuously updated lists on IREM's Web site, signage at the2005 Education

Conference, chapter speeches and an upcoming 1PM issue.

COURSE NUMBERS KEY

ASM6O3 - Investment Real Estate Financing and Valuation-Part One

ASM6O4 - Investment Real Estate Financing and Valuation-Part Two

ASM6O5 - Investment Real Estate Financing and Valuation-Part Three

BDM6O1 - Maximizing Profit: Growth Strategies for Real Estate Mgmt. Companies

BDM6O2 - Property Management Plans: The IREM Model

CPMOO1 - CPM Certification Exam Preparation Seminar

CPMEXM - CPM Certification Exam

ETH800 - Ethics for the Real Estate Manager

FlN402 - Investment Real Estate: Financial Tools

HRS4O2 - Human Resource Essentials for Real Estate Managers

HRS6O3 - Leadership for Today's Real Estate Manager

MKL4O4 - Marketing and Leasing: Retail Properties

MKL4O5 - Marketing and Leasing: Multifamily Properties

MKL4O6 - Marketing and Leasing: Office Buildings

MNT2O1 - Maintenance Operations Basics

MNT4O2 - Property Maintenance and Risk Management

MPSAO1 - Management Plan Skills Assessment

RES2O1 - Successful Site Management

Financial Analysis
Spreadsheet Free
to Members
Looking for a user-friendly tool to perform financial

analyses for your properties? The REM Financial

Analysis Spreadsheet generates cash flow analy-

ses based on property performance and owner

goals and objectives. The spreadsheet will
automatically:

 Amortize and analyze property loans

a Arrive at net operating income based on

property income and expenses

 Calculate cash -on -cash return, value

enhancement, net present value and internal

rate of return

 Create T -bars to visualize income stream

 Establish market rental rates using a

comparison grid

is available at no cost to
members through the IREM Store (www.irem.org/

analysis). A ZIP file containing both an Excel

spreadsheet and instructions is included. Be sure

to read the Spreadsheet Essentials document for

all technical requirements and iiistructions. Visit

the IREM Store today to take advantage of this

valuable resource.
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whasup?

I ii:

 Cristine Winston recently joined Irvine, Calif. -based

Keystone Pacific Property Management, Inc., AMOS as events

coordinator. Anna Javier has also joined the firm as commu-

nity association manager. Additionally,

Marissa Courdy was hired as activities
director of One Ford Road Homeowners
Association. The firm manages more than

36,000 units in condominium, town -
home, single-family home, business and
industrial common interest developments. Ma rissa Ccii rd y

 Younan Properties, Inc., welcomed Lisa

Harryman, CPM, who will manage three
properties in Phoenix. In addition, she
will oversee management, leasing and
construction for future Younan properties

in the Phoenix area.
Lisa Harryman, CPM

 Jeremy Woods, CPM Candidate, of Jones

Lang LaSalle was named general manager

of Capitol Square, a 500,000-sq. ft. Class

A office building in Columbus, Ohio.

Jereiiiy Woods

 LaVonna Lumly has joined Charles Dunn

Company, AMOS as on -site property manag-

er of the Murrieta Town Center in
Murrieta, Calif.

LaVonna Lumly

 Salt Lake City -based Commerce CRG, an alliance member of

Cushman & Wakefield,

AMO, recently added
Terry Gideon and

Angela Mazuran to its
property management

staff
Terry Gideon Angela Mazuran

 Trammell Crow Company's, AMO, Detroit/Southeast Michigan

office welcomed Steven M. Saltz as an associate broker in the

firm's retail group and Mark A. Lynden as vice president of

strategic planning. The

firm also announced
it has been retained
to lease, manage and
sell the Sterling Pond
Shopping Center in

Sterling Heights, Mich. Mark A. Lynden Steven M. Saltz

 Seattle -based Pinnacle, AMO, named Todd Brunst, CPM, as

Midwest regional vice president and Carolyn Howard, CPM, as

Gulf Coast regional vice president.

 LEDIC Management Group, AMO, announced Lynn Cassell, CPM,

joined the company as regional manager, Nelda Jones has been

added as regional vice president and David Phillips, CPM, has

been appointed senior vice president of compliance services.

(" JPM www.irem.org

whasup?

I ii:

 Cristine Winston recently joined Irvine, Calif. -based

Keystone Pacific Property Management, Inc., AMOS as events

coordinator. Anna Javier has also joined the firm as commu-

nity association manager. Additionally,
Marissa Courdy was hired as activities
director of One Ford Road Homeowners
Association. The firm manages more than

36,000 units in condominium, town -
home, single-family home, business and
industrial common interest developments. Ma rissa Ccii rd y

 Younan Properties, Inc., welcomed Lisa

Harryman, CPM, who will manage three
properties in Phoenix. In addition, she
will oversee management, leasing and
construction for future Younan properties

in the Phoenix area.
Lisa Harryman, CPM

 Jeremy Woods, CPM Candidate, of Jones

Lang LaSalle was named general manager

of Capitol Square, a 500,000-sq. ft. Class

A office building in Columbus, Ohio.

Jereiiiy Woods

 LaVonna Lumly has joined Charles Dunn

Company, AMOS as on -site property manag-

er of the Murrieta Town Center in
Murrieta, Calif.

LaVonna Lumly

 Salt Lake City -based Commerce CRG, an alliance member of

Cushman & Wakefield,

AMO, recently added
Terry Gideon and

Angela Mazuran to its
property management

staff
Terry Gideon Angela Mazuran

 Trammell Crow Company's, AMO, Detroit/Southeast Michigan

office welcomed Steven M. Saltz as an associate broker in the

firm's retail group and Mark A. Lynden as vice president of

strategic planning. The

firm also announced
it has been retained
to lease, manage and
sell the Sterling Pond
Shopping Center in

Sterling Heights, Mich. Mark A. Lynden Steven M. Saltz

 Seattle -based Pinnacle, AMO, named Todd Brunst, CPM, as

Midwest regional vice president and Carolyn Howard, CPM, as

Gulf Coast regional vice president.

 LEDIC Management Group, AMO, announced Lynn Cassell, CPM,

joined the company as regional manager, Nelda Jones has been

added as regional vice president and David Phillips, CPM, has

been appointed senior vice president of compliance services.

(" JPM www.irem.org



IREM, MHLI, NAA Partner in Military Privatization
Certification Program
The Institute has joined forces with the Military Housing and

Lodging Institute (MHLI) and the National Apartment Association

(NAA)to offerthe Certified Defense Privatization Manager ICDPM)

designation, a five-day certification program designed exclusively

for individuals involved in the privatization of military housing.

The CDPM curriculum includes segments on ethics, private sec-

tor operations an(I finance, maintenance, customer service, team

building and contracting-with a focus on transitioning from the

management of military -owned and -operated housing to privatized

military property management. The program also provides insights

on change management designed to help students understand the

transitions they will face with the move to privatized housing.

"[The Institute] is known in the property management indus-

try as the leader in professional ethics and ethics training, so [it]

was the obvious choice to develop and deliver the ethics com-

ponent," according to Jon Moore, chief operating officer, MHLI.

The one -day ethics module incorporates the content of IREM's

ETH800-Ethics and the Real Estate Manager course and is sup-

plemented with references to and practical applications of the

L'

1

federal code of ethics. Students who complete the CDPM pro-

gram also receive credit for taking ETH800. IREM instructor

Chuck Lowen, CPM, of Denver, taught the first three offerings of

the CDPM program in conjunction with instructors from MHLI

and NAA. Lowen also provided invaluable assistance in modify-

ing the ETH800 course to make it more applicable to managers of

privatized military housing.

The initial offering of the CDPM program was piloted at the

Professional Housing Management Association PDS Seminar XVII

iii late January in Denver. Forty-four students attended the first

offering, with many having been turned away. Some modifications

were made to the program after its pilot and it has been offered

twice since-February 28 -March 4 in Washington, D.C., and March

14-18 in Hawaii. A third offering is scheduled for May 23-27 in

Cherry Point, N.C. Due to the extremely positive response to the

program, additional sessions are anticipated.

For more information about the program, contact Karen

Kazmierczak, strategic programs administrator, at kkazmierczak@

irem.org; 800-837-0706, ext. 6057.
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Landing the Deals
 Divans Real Estate, Inc., which comprises Divans Property

Management, Inc., AMO, announced a number of recent deals:

Architectural and engineering design firm Hayes, Seay,

Mattern & Mattern leased 16,919 square feet of office space

in Roanoke, Va.

 i'radesman International, Inc., leased 1,280 square feet

of office/warehouse space in Hampton, Va.

 W.J. Vakos & Company, a commercial and hotel

development firm, bought 87,120 square feet of land

in Chesapeake, Va. The land will be used to provide

room for public improvements to accommodate a 60 -acre

commercial development.

 Crosland's, AMOS Shops at Greenridge, a 600,000-sq. ft.

regional center in Greenville, S.C., has signed additional jun-

ior anchors; Linens 'n Things, Marshalls and Homegoods and

World Market represent the remaining three of 11 anchors at

the property.

 South Coast Metro, Calif. -based RiverRock Real Estate
Group, founded by John Combs, CPM, added more than one
million square feet of space through 10 new assignments to its

property management portfolio.

 ContraVest, AMO, located in Lake Mary, Fla., announced the

sale of the 280-unit Courtney Creek apartment community,

located in Durham, N.C. The company also sold its 368-unit

Courtney Village at Papago Park apartment community in

Phoenix.

 L.J. Melody & Company, the real estate investment banking
division of C.B. Richard Ellis, AMOS arranged $10.6 million in

acquisition financing for Potomac Festival II, an 86,819-sq.

ft. retail center in Prince William County, Va.

 C.B. Richard Ellis, AMO, has been selected by Textron, Inc., as a

preferred commercial real estate provider. Textron maintains a

39 million-sq. ft. portfolio for its companies, including
Cessna Aircraft and Bell Helicopter.

 Charles Dunn, AMOS has assumed management of the 219,000-

sq. ft. Heron Building in Los Angeles. The 12 -story, mixed -use

office and retail facility is 83 -percent leased. The company has

also assumed management of 14 office, retail and residential

properties totaling more than 152,000 square feet, on behalf of

Elkin's Portfolio, in a tenant in common transaction.

 Trammell Crow Company's, AMO, Detroit/Southeast Michigan

office finalized the sale oi seven Dollar General stores in
Western Michigan.
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IREMJobs.org:
Take Advantage of
a Member Benefit
Attracting more visitors than ever before, IREMJobs.org

is the premier job search tool for the property manage-
ment industry. Designed for both job seekers and
employers, the site now averages about 5,000 visitors per

month. Registration is free for all users.

Job seekers can upload existing resumés or use the site's

templates to create a new one. They may apply for posted

positions directly through the site and can customize a
cover letter for each position.

IREM members can take advantage of significant sav-

ings on ads; a 30 -day job posting costs $200 for non-
members and only $100 for members. Ads can be confi-

dential or include a company's name. When a job seeker

applies to a posted position, employers receive an e-mail

message that includes a Web link to the applicant's resumé

and cover letter.

The site boasts more than 800 registered employers and

more than 4,000 registered job seekers. On average, 20 new

positions are posted each month.

Spanish Course to Debut
in Miami
South Florida Chapter No. 19's goal of offering a Spanish

language version of RES2O1-Successful Site Management

is becoming a reality. The course will be offered June 25-30

in Miami, sponsored in collaboration with the REALTOR

Association of Greater Miami arid the Beaches. Ray Baca,

CPM, and Pedro Vermales, CPM, will teach the course,

In November, the Institute was awarded a grant through the

Leonard P. ReaLime Memorial Foundation, which provided

$15,000 toward expenses associated with translation costs of

workbooks, study guides and slides. The translated classroom

materials will he used to prepare home stLldy arid online for-

mats to increase the Institute's market reach. Providing

Spanish-speaking property managers with training and

instructional materials in their native language will also sUpport

the Institute's global mission of helping real estate managers

prosper and adding value to their companies and the proper-

ties they manage while advancing the stature of real estate

management worldwide.

Membership Figures
Here are the latest membership figures (as of 3/31/05), including

all statuses for U.S. and international members. (Figures follow-

ing in parentheses represent counts on 12131/04.)

8,671 CPM Members (8,6241

2,289 CPM Candidates (1,9101

3,763 ARM Members 13,6271

1,764 Associate Members (1,676)

16,481 Total Members (15,837)

Note: The Institute is phasing out ARM Applicant status but

currently has 70 members in this category.

532 AMO Headquarters (539)

606 AMO Branches 1638)

Chapter Visit Schedule
May 10 Greater Metropolitan Washington Chapter No. 8,

Maryland Chapter No. 16, Northern Virginia

Chapter No, 77, West Central Maryland Chapter No. 92

May 18 Michigan Chapter No. 5

May 19 Western Michigan Chapter No. 62

New York Capital Region Chapter No. 93

Utah Chapter No.33

June 16 South Florida Chapter No. 19

July 21 East Tennessee Chapter No. 57

July 25 Alaska Chapter No. 97

July 2] Los Angeles Chapter No. 6

Sari Diego Chapter No. 18

August 16 Southern Colorado Chapter No. 53

August 17 Northern Colorado Chapter No. 17

August 22 Nebraska Chapter No. 12

may/iun 2005
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Hands Across the Water
A member shares his experiences developing a friendship agreement between
Dallas Chapter No. 14 and IREM's Chilean membeis by Joe Summers, CPM, RPA, CCIM

In early December I found myself on a 91/i

hour flight to Santiago, on a mission from

IREM Dallas Chapter No. 14 to meet our

Chilean property management friends.

My visit was prompted by IREM head-

quarters encouraging U.S. chapters to
establish a relationship with one or more

of the Institute's international partners or

chapters. The goals for this affiliation are

simple. First, the relationship should fos-
ter an exchange of information and best

practices. Second, it should facilitate busi-

ness opportunities for members in one
another's markets, encouraging network-
ing opportunities. Finally, the two groups

can work together on other objectives that

will be mutually beneficial to IREM
Headquarters, the U.S. chapter and the
international group.

The Dallas chapter took the initiative
to establish a friendship agreement with

Colegio de Gestion Y Administracion
Inmobiliari (CGAI-Chile), and the meas-

ure was approved by IREM's International

Affairs Committee and the CGAI Board

last spring. We had our first official, face-

to-face meeting last November at the

IREM Education Conference in Nashville

when Dallas chapter members met with

Juan Carlos Latorre, ARM, and Rafael
Escobar, president and vice president of
CGAI, respectively.

Not long after first meeting Latorre and

Escobar, I found myself on the plane ride

to attend CGAI's annual international
property management meeting in Santiago.

The theme of the meeting-the best world

practices and how to become a better prop-

erty manager-fit right in with the first

goal of the friendship agreement. Latorre

and Escobar were gracious hosts and made

my visit a memorable one. During my
four -day stay, I had the privilege of dining

at the homes of both hosts with their fam-

ilies, friends, CGAI board members and
the event's speakers. I experienced a real

taste (pun intended) of the Chilean

lifestyle. I presented Latorre and Escobar

with Texas-themed gifts, yet they were most

proud of the Texas passports I bestowed,

granting them passage into our great state.

Chile is recognized by the internation-

al community as one of the most dynam-

ic emerging markets, likely related to the
fact it has experienced the highest eco-
nomic growth rate in the Western

Hemisphere during the last 10 years. With

more than 15 million inhabitants, Chile is

one of the least densely populated coun-

tries in South America; it is also one of the

most urbanized-83 percent of the popu-

lation lives in urban areas and 40 percent

lives in greater Santiago.

According to Sergio Bunster Alvarez,

president of ACOP Carnara Nacional de

Servicious Inmohiliarious A.G., Chile is the

fifth -largest country in the world in terms of

number of land owners. The concept of
property ownership is very strong in Chile;

more than 70 percent of Chileans own land,

Ar the CGAI conference, representa-
tives fi'om five Americas countries, Spain

and CEPI (European Council of Real
Estate Professions), spoke about real estate

concerns and best practices. A recurring

theme was the importance of a profession-

al real estate organization to train, certify

and represent the professional real estate

manager. Each country indicated it was in

various stages of achieving its desired best

practices. My talk before the group cen-
tered on four main issues: priorities of a

well -managed project, professional business

ethics, partnership with the customer and

performance measurements.

Listening to my co -speakers' presenta-

tions made me appreciate what we have in

the United States and how fortunate we are

to belong to an established real estate

organization like the Institute, with the
highest ethical standards and professional

designations. By the end of the trip, I felt

like I'd visited the United Nations of South

American real estate.

Deciding to not allow any dust to settle

on his Texas passport, Latorre paid a visit to

Dallas in February, helping to further

strengthen the relationship between our
two groups. During this visit we set more

definitive goals between the two associa-

tions and established a stronger, mutually

beneficial connection.

You can also help fulfill one of the
friendship agreement goals. If you or your

company has an opportunity to conduct
business in Chile, contact the Dallas
Chapter No. 14 office (www.irem-

dallas.org, 214-368-2181). We have an
established relationship with a well -respect-

ed organization and would be happy to
assist you.

Who knows? You may find yourself on

that 9Y2 -hour trip to Santiago, too,

Joe Summers, CPM, RPA, CCIM, (jsummers©
trammellcrow.com) served as 2003 president of

Dallas Chapter No. 14 and is a senior property
manager atTrammell Crow Company.
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Clockwise from top left: Downtown Santiago shot shows condo-
minium office and residential buildings. Ownership is very high
and most properties are sold as condos; High-rise office building
managed by Juan Carlos Latorre has open windows required by
Chilean law; Joe Summers, CPM, RPA, CCIM. delivers a best

practices Presentation at the CGAI conference; Speakers from
the CGAI conference included representatives from Spain, Brazil,
Guatemala, Argentina and the European community; Juan Carlos
Latorre, ARM, (left) and Rafael Escobar display Texas passports.
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International Update
Japan
In February, President Tony Smith joined other IREM members from

Chile, Spain and the United States at the REM Japan Annual

Conference in Tokyo. More than 200 attendees were on hand for the

meeting, which was highlighted by:

Installation of four new Japanese CPM Members, bringing the

total number to 42, plus three CPM Candidates. This represents

a doubling of REM's membership in Japan since last year.

 Recognition of the Institute's new faculty in Japan-

Masayoshi (Mark) Fujisawa, CPM, Sam Sadamura, CPM, and

Yasunori (Tiger) Yamamoto, CPM.

 A panel discussion about international property management

business practices featuring CPM Members from Chile, Japan,

Spain and the United States and a CCIM member from Korea.

 The signing of a friendship agreement between REM Japan

Chapter No. 110 and Hawaii Chapter No. 34.

Installation of 2005 officers for IREM Japan Chapter No. 110:

President Meg Sakabe, CPM, Vice President Tiger Yamamoto,

CPM, Vice President Mark Fujisawa, CPM, and

Secretary/Treasurer Kuniko (May) Osaki, CPM.

I-.

Clockwise train top right: IREM President Tony Smith in Tokyo with
Meg Sakabe, president of Japan Chapter No. 110; Smith watches Sakabe
and Jody Nako of Hawaii Chapter No. 34 sign a friendship agreement;
Guide displays an IREM banner while leading tour of historic sites;
Smith installs four new CPM Members at the IREM Japan Conference.
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(top left) Smith recognizes Jin-Soo Park, CPM, for his work as interim
president; (bottom right) Korean CPM Members gather to receive the
official IREM charter for Chapter No. 112.

Korea

The Institute's newest chapter ---Korea Chapter No. 112-was officially

formed on February 15 in Seoul with the formal election of officers. The

new chapter will be led in 2005 by: President Mr. Seung-Koog Hong,

CPM, President-elect Mr. Iksup (Sirnc

Mr. Seong-Joon Kim, CPM, and Treasurer

President Tony Smith acknowledged th

CPM, who served as interim president of II

sional approval in November 2004 and th

was presented with a plaque recognizin

eight new CPM Members were installed, b

Korean CPM designees to ]8, along with fi

In addition to the chapter meeting, IRE

Kim, CPM, president of KREBA, IREM's edt

IREM Targets China for Expansion
With a population of 1.3 billion, a growing the CPM and CCIM designations-in tour- In March, Nancye Kirk, vice president of
economy and a massive effort to upgrade its ing several cities in China and meeting strategic initiatives, and Deirdre Levine,

housing stock, China represents an enor- with various real estate companies and director of curriculum development and edu-
mous opportunity for property managers. other organizations. While there, they met cation delivery, traveled to Beijing for more
Recognizing this, the Institute targeted China with IREM's Chinese CPM Members and in-depth meetings with real estate manage -
for business development efforts this year. discussed the possible formation of an ment companies, education organizations

As part of this initiative, IREM President IREM chapter in China and opportunities to and government agencies. As part of this
Tony Smith in January joined CCIM enhance the Institute's presence in that fact-finding trip, they also met with CPM
President Pius Leung-both of whom hold country.

New building in Beijing displays Western
construction techniques.

1:

- #-Jli.k
IREM staff members attend banquet with
Chinese CPM Members.

Members, who reiterated their enthusiasm

about the CPM program and encouraged the

Institute's continued efforts to move into the

Chinese market. Among those present was

Yongshuang "Sophia" Zhao, IREM's first

Chinese CPM Member, who was responsible

for the initial series of CPM training programs

offered in Beijing in 2001.
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IREM's Leaders of Tomorrow
Built to Last
A Brazilian member has big goals for property management in his native land
From the time he was 18 years old, property management has been

the domain of Guilherme Ribeiro, CPM, one of the Institute's youngest

CPM Members. He is involved with the develop-

ment of IREM activities iii his native land as pres-

iderit of Brazil Chapter No.111.

"IProperty management] allows us to take

care of the most important material thing a fami-

ly can have," Ribeiro said when asked about

what lie enjoys most about the profession. "The
Guilherme
Ribeiro, CPM job also enables one to contribute to the success

of a management company."

Though Ribeiro never had the chance to formally study property

management before his CPM coursework, he is ensuring others have

such an opportunity as a teacher of several short-term courses on

property managenient and a post -graduate course on real estate. (In

Brazil, one only needs a license to become a broker.) Ribeiro also

helps mentor younger property management professionals by writing

books and manuals and communicating the importance and

responsibilities of the job. He hopes to one day become the first

native Portuguese -speaking IREM faculty member, so he can help

bring the Institute's courses to his fellow Brazilians.

"In a few years I hope the chapter will have the status to be

considered an important organization throughout Brazil," Ribeiro

said. "After that, Intend to continUe conitrihuting to [the Institute] and

all property managers."

Riheiro is also prepared for the future of property management.

"As buildings are adding more technology and clients are raising

their levels of quality, I think we'll see some property managers get

even more specialized in certain fields to fulfill future needs of ten-

ants." Nowadays, Ribeiro's portfolio includes more than 100 condo-

minium buildings, of which 90 percent are residential and 10 percent

are commercial, and about 1,000 other properties such as single-

family homes, small offices and retail stores.

"I always follow good examples in my family, especially those of

my mother and grandfather, paying close attention to the people who

built things to last," he said,

Hurricanes. Fires. Earthquakes. Terrorism.
Disasters are out of your control. Their outcomes shouldn't be.

Be prepared to respond to and recover
from more than 20 emergencies, from
natural disasters to acts of terrorism.

Includes:

 Manual development guidelines
 Property -specific issues to consider
 Risk assessment questionnaire
 Emergency planning forms (also on CD)

IREM, 2005, Softcover, 267 pages; CD-ROM

ISBN: 1-57203-102-6  Order #787
Regular Price: n64.95  Member Price: 51 .95

Go to www.irem.org or call (800) 837-0706 to order.
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lut ions

Focus: Software

Just Visiting

The TEMPbadge Visitor Management system is quick, easy to

use and includes everything needed for simple visitor control:

TEMPbadge Visitor Software, a choice of thermal printers and

200 TiMEbadges that

self -expire after a day

by turning red. Front

desk staff will be up and

running in minutes. The

program includes pre-

set badge templates,

allows sign in, sign out

and pre -registration and offers an assortment of reports.

For more information, visit www.tempbadge.com.

Whisper to a Scream

Sound and Privacy Evaluation and Criteria (SPEC) software from

Lencore Acoustics ensures optinlum sound nilasking for speech

privacy and comfort levels for new and existing commercial

buildings. The program permits a fact -based approach to

analyze and establish the spatial and temporal uniformity of

sound for masking. It also establishes the improvenient of

privacy levels in a space both before and after a masking

system is installed. The software provides information to help

managers meet legal standards for oral privacy (HIPAA, GLBA)

and enables health and financial facilities to document reason-

able safeguards undertaken to protect personal information.

For more information, visit www.lencore.com.

Open the Door, Let 'em In

The Mini -MESH system is a reduced -cost version of Viscount

Systems's MESH Server access control software, designed

specifically for buildings with fewer than 12 doors and/or gates.

Mini -MESH systems are P -addressable to allow them to link

with MESH panels and guard stations. The company also

released the VideoGate module for use in conjunction with

MESH panels, servers and guard stations at critical entry points

for high -security applications. The new module expands video

capabilities by allowing the system to take multiple images and

provide streaming video of visitors at doors and gates.

For more information, visit www.viscount.com.

Tools of the Trade

Multifamily leasing personnel can experience complete customer

relationship management capability with R.E. Technologies's

LeasingTools.com, which supplies all the tools they need to

increase signings from walk-in, phone and Internet traffic.

Communities subscribing to the software service gain access

to a complete inventory breakdown and online, private -labeled

brochures that can be printed or e -mailed to l)rospects. The

visitor management software tracks and assigns action items

for leasing agents to perform and alerts agents and managers

to past due items. Managers can monitor the performance of

their community and leasing personnel in real time, leading to

enhanced operations and higher closing ratios.

For more information, visit wwwre-technologies.com.

Down in the Delta

MicroMain's msDELTA creates an interface between the com-

pany's flagship MS2000 computerized maintenance management

system and the open real-time control architecture product line

from Delta Controls. The new interface allows alerts and alarms

to automatically create work orders and tasks within MS2000 in

response to data collected by Delta's controllers and software

that track run-time meters, equipment status and other controls.

For more information, visit www,micromain.com or

www.deltacontrols,com,

Suite Surrender

Epitome Systems's EPM Software Suite goes beyond traditional

document and content management, extending process

automation across an enterprise to enhance productivity at

every level. A set of platforms for content acquisition, inte-

grated processes and business visibility enable organizations

to take control of internal and external assets, information and

processes across disparate systems, making theiii automated,

connected and available on demand across a portfolio. A rich

set of commercial real estate applications automates and

manages a multitude of processes-from lending and broker-

age to investment and portfolio management. The software's

unique extensible architecture can easily be tailored to support

exact business productivity needs. This speeds custonlization

and delivery, minimizes the learning curve and significantly

reduces implementation and maintenance costs.

For more information, visit wuvwepitomesystems.com.
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ma rketsolutinns

The Meter's Running

Power Measurement's ION EEM software is designed to control

energy and operations costs, enabling better procurement strate-

gies. Optimized for commercial office and retail property

applications, the package offers key performance indicators,

benchmarking, forecasting and control capabilities. Backed by the

company's intelligent metering hardware and fully compatible with

legacy meters and automation systems, the software's unique

browser -based dashboard delivers timely and actionable informa-

tion property and energy managers need to make informed

decisions in real time. The program automatically collects meter

data and continuously analyzes, aggregates, normalizes and

reports portfolio -wide consumption. It automatically validates

energy data to ensure information is trustworthy and accurate for

bill verification and tenant sub -billing. Advanced trend analysis

functions compare consumption and costs over time by location,

building or process, For more information, visit www.pwrm.com.

Flagship Enterprise

Provericon Software Development's latest release of its flagship

property management program, Landlord Enterprise Edition,

allows a property manager to store, manage and analyze infor-

1ind(ord Enterprise Edition - YOUR PROPERlY NAiAE HERE- PRO

Elk ew boll Window ttelp

Lo Biicgs Ap&baents Tenants Rentals Reports Tools Settings Adnn

Apartment Listingj1x
Apartment Ust - 1 Apartment. Doubk'click a record to go to the details screen.

Suite # Building Tenant Sq Feet $ Bed # Bath
' 677 SOUTHERN GI6BONS, LINDA 0

New Tenent

H

mation about buildings, apartments, tenants and rentals. It

provides powerful reporting capabilities, vendor management

modules, equipment/asset management features and mainte-

nance/repair log capabilities for Windows -based systems.

Suitable for most mid -sized organizations, the software is

cost-effective and easy to use. For more information, visit

www.provericon.com/Iandlord.

Contractual Obliqations

Housing and Development Software and RealPage, Inc., have

teamed to release CA Net, which links affordable property sites to

contract administrators for real-time, secure exchange of TRACS,

special claims and other management information. The program

automatically identifies any missing or incorrect property informa-

tion so it can be quickly and easily addressed before submission to

contract administrators or the Department of Housing and Urban

Development. By migrating to OneSite, current users of RealPage's

DOS -based HUDManager2000 and MicroHUD 2000 will also be

able to take advantage of CA Net. For more information, visit

www.lidsoftware.com or www.reaipage.com.

Paradigm Shift

Paradigm-Residential Property Management (RPM) Release 4.0,

one of the industry's most powerful and tightly integrated solu-

tions, allows control of every aspect of residential management.

This unique software delivers flexible and robust capabilities, an

intuitive Web -based user interface and a centrally managed

database to automate and optimize the entire property and resi-

dent management process. Among the key features in this latest

version are integrated risk management, service provisioning,

yield management and advanced pricing; guaranteed enforcement

of business rules and policies through an exclusive electronic

"paperless" office that includes leasing and sales; dynamic

real-time business analysis and reporting tools; a powerf LII

resident cornmLlnications portal and an e-payrnent option.

For more information, visit www.domin-8.com.

Sense of Danger

GrayWolf Sensing Solutions's WolfSense software uses the

power of the handheld computer to monitor readings from as

many as five toxic gas sensors. The

program allows clear, real-time

display of seven simultaneous

measurements on a mobile computer,

plus instantaneous data -logging and

long-term trending. The data file

association of text, graphic, audio, '

photo, CAD/CAM and calibration

notes results in efficient and detailed

documentation of surveys. Sensor 1
tips are available at the tap of the

screen and relevant industry/application documents and Web

links are also included. Users can record a property's levels of

nitrogen dioxide, nitric oxide, sulfur dioxide, hydrogen sulfide,

hydrogen cyanide, ethylene oxide, oxygen, ammonia, chlorine,

carbon monoxide and more, plus temperature.

For more information, visit www.Wolfsense.com.

JPM www.irem.org
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Get the Right People on Your Bus
Put together a winning team through adroitly
screening new hires

by Jeff Williford, CPM, CCIM

Areal estate firm advertisedfor

an experienced senior proper-

ty twcountant. It filtered through 100

resumés, interviewed four prospects and

met to discuss the final two candidsites.

Everyone kaned toward the same per-

son-the resumé lookedperfect, the refer-

ences were glowing. This appeared to be

the easiest hire in years. A few months

later, half the 4artment was very busy

correcting the disaster caused by this

now -terminated "exceptional" hire.

Jim Collins wrote a book several

years ago titled Good to Great. One of

its most important concepts is "getting

the right people on the bus." We all
want to hire the "right" people, but
how do we get them on the bus?
Prospective employees must possess

the skills needed for the job. This
seems so obvious, but how many peo-

ple are hired without skill testing?

Candidates must also fit your compa-

ny's culture. If you want someone to fit

a very specific mold, don't hire a poten-

tial maverick. If you need an employee

who will excel at "high -contact" per-

sonal service, hire someone passionate

about that. Does your company have

pre -employment personality profile
testing? This can identify a candidate

who interviews extremely well but may

not succeed in your organization.

To be certain you make the right
hire, check work history. Do not

depend on references. Do your own
research. Call to verify employment

history. Verify with a university that

the candidate received a diploma. Find

someone you trust who has worked

with the applicant to gain a more reli-

able chance at an accurate assessment.

Also, prepare a list of interview ques-

tions to not only detect whether the
candidate has basic knowledge, but

has successfully done the job. Include

questions to identify character and
decision -making ability Are they well-

rounded or burned out?

While you are filling your bus
with the right people, why not clear
some seats? Are there people in your
organization who require more

supervision? Are there employees
who distract others by their actions?
Do you have to spend time on a reg-

ular basis dealing with personnel con-

flicts? What about the guy who you
thought would be seated right behind

the driver but who has drifted back to

the middle of the bus? You may have

a fading star who needs new respon-

sibilities or challenges.

I believe we need to focus on caring

for our producers, not coddling our
problem children. According to Jim

Collins, "trying to motivate people is a

waste of time. If someone needs to be

motivated, they are the wrong person

to have on the bus." Find people for

your team who are self -motivated.

All organizations have turnover,
whether by design or the nature of the

market. You can bring your organiza-

tion to greater heights by concentrat-

ing on who you invite to share a seat

on your bus and who needs to get off

at the next stop. If you evaluate your

team now, you will produce a more

successful organization with far greater

results in the future. E

Jeff Williford, CPM, CCIM, (jwilliford@williford
group.com) is president, Williford Property
Group, and senior investment advisor, Sperry
Van Ness. He served as Houston Chapter No.
28 president in 1998 and regional vice presi-
dent in 2002-2003.

JPM www.irem.org
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'Nothing exudes class and /)resti,e like i/ic American Expres.c Card.
It situp/v SCIS us apart from ow' competitors as a 10J -tier option for
i,idivithial housing ticeds."

-James J. Cunningham, Executive Vice President,
Casto Communities Management

31

.i41111 '

"More iliati any oilier oJferi,:g in the market, American Express has
spect'jI call addressed our indust.......in their promotions; flO other.c
/ia,e attempted thi.c."

-M.J. Pashall, Vice President of Sales & Marketing,
Korman Communities

Differentiate your property with the amenity that matters most.
Accepting the American Express Card for rent payments is the amenity American Express Cardmembers value most
because it lets them earn Membership Rewards points. In just a few months, Cardmembers could have enough points for
airline upgrades, gift certificates, and more. In less than a year, they can earn a dream vacation. The opportunity to earn
these rewards can make your property stand out.

Encourage renewals and attract new residents.
Accept the Card and you'll have an alternative to high -cost concessions like free rent: offer bonus Membership Rewards
points instead. To help you increase occupancy with the premium residents you seek, American Express can put you in touch
with valuable Cardmembers. And as you reward residents for choosing your property, you'll be rewarded with rental payments
deposited directly into your account within three business days.

To find out more about the amenity that's as good for your business as it is for your residents,

call 1-877-265-1841.

©2004 American Express Travel Related Services Company, Inc. All rights reserved.
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k#)ProLogis
The alobal OlsItIbullon Solutlo,,

ProLogis is a leading global

provider of integrated distri-

bution facilities and services,

with over 200 million

square feet of industrial

space throughout North

America, Europe and Japan.

SARESJiEGIS(;i'oiip

Sares-Regis Group manages

52.1 billion in assets

including 15 million square

feet of commercial property,

10,400 apartment units

and 1,000 acres of land.

iiII CUSHMAN &
WAKEFIELD
Gtobst Et.t. tto,''

Cushman & Wakefield has

a global portfolio of over

325 million square feet,

and more than 10,500

employees operating from

149 offices in 50

countries.

PINNACLE

Pinnacle Realty Management

Company is the the largest

entirely fee -based

management company in the

country. Their $4.8 billion

portfolio is comprised of

108,000 multifamily units

and 9 million sq. ft. of office,

industrial and retail assets.

t')INVESCO

Invesco is one of the world's

largest independent

investment management

firms, with clients in over

100 countries.

LINCOLN
PROPERTY

COMPANY

Lincoln Property Company

is one of the largest real

estate service firms in the

United States, employing

thousands of experienced

and dedicated people, and

managing more than

100,000 units.

CBRE
INVESTORS

CB Richard Ellis Investors,

L.L.C., a global real estate

investment management

firm with over $15 billion in

assets under management,

sponsors investment

programs in the United

States, Europe and

Asia for institutional

investors worldwide.

r Berwinci
L .. cipta

Berwind Property Group, Ltd.

(BPG) is a real estate

operator with a proven track

record in the acquisition,

development and investment

management of all major

property types throughout

the United States.

0
The TIAA-CREF group of

companies, with $268 billion

in assets under management,

is a diversified national

financial services organi-

zation, including the premier

pension system for

educational and research

institutions.

Sentinelk

Sentinel Corporation

manages an extensive

portfolio of residential,

office, industrial, and retail

properties, comprised of

60,000 residential units and

8.5 million square feet of

commercial space

throughout the nation.

Trammell Crow Residential

develops, acquires,

constructs and manages

over 60,000 residential

units in more than 50 cities

nationwide.
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