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INDEX

A
Accounting, 56
Accounting team, 19–20
Adaptive use, 69, 70–71, 75–76
Alternatives:

analyzing, 3
identifying, 29–30
testing, 30–32

Analyzing troubled properties, 15–21
financial condition, 17, 19–20
functional obsolescence, 20–21
leasing perspective and, 39–40
mechanical, electrical, and plumbing 

(MEP) operations, 16–18
physical condition, 16–17, 18, 19e
property inspection report form, 19e
team, assembling, 15–16, 18–20

B
Banking agreements, 57
Bay depth, 66
Before-tax cash flow (BTCF), 31, 38
Benchmarking property, 60
Brainstorm sessions, 92
BTCF (before-tax cash flow), 31, 38
Budgeting, 56
Building inspector, 55
Business cycle, 44, 45e
Business plan, tenant’s, 95–96
Buyers:

financing available to, 124–125
profile of likely, 123

c
Case examples:

de-malling, 67
monastery conversion, 72
office buildings, 79
rehabilitation, 77, 79, 81
repositioning troubled properties, 67, 72, 73
shopping centers, 46, 51, 67, 73, 105
specialty mixed-use waterfront commercial 

development, 81
temporary tenant programs for shopping 

centers, 105
warehouse building, 106

Cash call to existing partners or investors, 112
Cash flow, property, 111
Cash-on-cash rate of return test, 31
Cash reserves held by lender, 112
Causes of troubled properties, 1–3, 39–40
Christmas season, temporary tenants during, 

103
CMBS (commercial mortgage-backed security), 

109
Code compliance official, 55
Code of Professional Ethics, 4–5
Commercial leases, restructuring. See Leases, 

restructuring commercial
Commercial mortgage-backed security 

(CMBS), 109
Commercial properties. See also Leases, 

restructuring commercial; Office 
buildings; Rehabilitation; Shopping 
centers; Tenant retention

real estate economic downturns, 8–10
tenant profile, 42–43

Page numbers followed by “e,” such as 19e, indicate exhibits.  
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Communication, 58, 83, 86–87
Comparable properties:

market analysis, 28
office, 36
residential, 34
retail, 35

Competitive analysis, 47
Complaints, tenant, 90–91
Contractors, third-party, 57, 58
Crime, 55

D
Damage control, 85
Deferred maintenance, 16–17
Deferred rent, 97
De-malling, 65, 67
Demolition, 69
Design issues, 63, 66, 68
Dollars and Cents of Shopping Centers, 96

E
Economic downturns in real estate, 7–9, 8e

Great Recession, 1, 9, 23, 61, 93, 124
past, 9
real estate cycle, 7–8, 8e, 45e, 61

Empire State Building, 70, 71
Employees, 58–59, 91–92
Equity, raising, 111–113
Ethics, 3–5
Exclusive use clause, 98
Executive summary section of Management 

Plan, 24–25, 32
Exit strategy, 121–125

factors to consider, 121–122
financing available to buyers, 124–125
fiscal condition of property, 122–123
owner’s likely hold period until sale, 122
physical condition of property, 122
profile of likely buyer, 123
sales market for similar properties, 124

F
“Family test,” 5
Faneuil Hall, 75–76
Financial condition of property:

analyzing troubled properties, 17, 19–20
assistance for struggling tenants and, 93–94
exit strategy and, 122–123
issues, identifying, 13
issues, overcoming, 14
reporting, 60

Financial management rate of return (FMRR), 
31

Financial statements, tenant’s, 95
Financing available to buyers, 124–125
Fiscal condition of property. See Financial 

condition of property
Floor level, value of, 68
FMRR (financial management rate of return), 

31
Following through with promises, 90–91
Forecasting marketing and leasing plan, 80–83
Foreclosure, 117. See also Receivership and 

foreclosure
Forms:

office comparison grid, 36
property inspection report, 19e
residential comparison grid, 34
retail comparison grid, 35

Foshay Tower, 70
“Front-page test,” 5
Functional obsolescence, 2, 12, 14, 16–17,  

20–21, 26, 29, 30, 61

G
Ghirardelli Square, 75
Great Recession, 1, 9, 23, 61, 93, 124

H
Hallways, extra, 65
Highest and best use, determining, 78–80
High-load factor, 66
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I
Income and expense analysis, in Management 

Plan, 26–27
Income and Expense Analysis® Reports, 26, 60
Incubator tenants, 102
Insurance proceeds, 112
Internal rate of return (IRR) test, 31–32
Investors:

cash call to existing, 112
new, 113

IREM Code of Professional Ethics, 4–5
IRR (internal rate of return) test, 31–32

K
Kiosks, leasing, 103

L
Laws and regulations, compliance with, 5
Lease audit, 20, 56
Lease renewal techniques, 89–90
Leases, restructuring commercial, 93–99

assistance for struggling tenants, evaluating, 
93–96

business plan, tenant’s, 95–96
financial condition of building, 94
financial statements, tenant’s, 95
loan document for building, 95
market condition, 94
monetary assistance, 97–98
non-direct monetary assistance, 96–97
renegotiating lease, 98–99
replacing tenant, cost of, 94
sales, tenant’s, 96
tenant requesting assistance, 95

Leasing issues:
identifying, 12
overcoming, 14

Leasing plan, forecasting, 80–83
Leasing team:

evaluating, 48–49
motivating, 50

Lenders:
cash reserves held by, 112

classification criteria used by, 107–108, 
108e

getting attention of, 109–110
participation in repositioning troubled 

properties, 69, 71–72
Liability issues, receivership, 118–119
License agreements, 102, 104
Load factor, 66
Loan refinancing/restructuring:

classification criteria used by lenders, 107–
108, 108e

desired outcomes of negotiating loan, 
108–109

equity, raising, 112, 113
getting lender’s attention, 109–110
negotiating strategies, 110
repositioning troubled properties, 68

Loans:
document for, 95
mezzanine equity, 113
monitor list, 108e
performing, 108e
problem, 108e
second mortgages, 113
watch list, 108e

Local economic downturns, 7

M
Maintenance, deferred, 2, 11–12, 16–17, 29–30, 

39, 41, 55–56, 59–60, 76, 79, 107, 111, 
122–123

Mall of America, 43
Malls. See Shopping centers
Management company qualifications, 53–54
Management/leasing issues:

identifying, 12
overcoming, 14

Management operations, 53–60
accounting and budgeting, 56
banking agreements, 57
benchmarking the property, 60
getting property under control, 54–55
management company qualifications, 

53–54
Management Plan, stabilizing, 59
priorities, establishing with tenants and 

public officials, 55
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rehabilitation and, 84
reporting financial standing of property, 60
service agreements, 57
staffing, 58–59
third-party contractor agreements, 57
work orders, 57–58

Management Plan, 23–38
alternatives, identification of, 29–30
alternatives, testing of, 30–32
before-tax cash flow (BTCF), 31
executive summary, 24–25, 32
income and expense analysis, 26–27
issues and concerns, 28–29
managerial description, 26
market analysis, 27–28, 
pro forma statement, sample, 37
property description, 25–26
purpose of study and client objectives, 25
recommended course of action, 32
research requirements, establishing, 24
stabilizing, 59

Market analysis, 27–28, 
Market condition, 94, 124
Marketing, target, 80–81
Marketing plan:

competitive analysis, 47
developing, 43, 49
forecasting, 80–83
neighborhood analysis, 45, 47
regional analysis, 43–44

Market issues:
identifying, 12
overcoming, 13, 14

Market rent, 7, 13–14, 28, 30, 41, 62, 78, 82, 122
Market survey, 43, 82–83
Market value, current, 7–8, 10, 13, 27, 30–31, 

108, 113, 124
Mechanical, electrical, and plumbing (MEP) 

operations, 17
Merchandising vacant shopping center spaces, 

104
Mezzanine equity loans, 113
Mini malls, 65. See also Shopping centers
Modernization, defined, 75
Modified internal rate of return (MIRR), 31
Modified use, 69
Monastery conversion case example, 72
Monetary assistance to tenants, 97–98

Monitor list loans, 108e
Mortgages. See Loans

N
National Council of Real Estate Investment 

Fiduciaries (NCREIF) property index, 
9

National economic downturns, 7
Negotiating strategies, 110
Neighborhood analysis, 28, 45, 47
Net operating income (NOI), 27, 32, 53, 83, 

107, 122, 125
Net present value (NPV) test, 31–32
NOI (net operating income), 27, 32, 53, 83, 107, 

122, 125
Non-direct monetary assistance to tenants, 

96–97

O
OAR (order appointing receiver), 116
Obsolescence, functional, 2, 12, 14, 16–17, 

20–21, 26, 29–30, 61
Office buildings:

bay depth, 66
case example, 79
commercial tenant profile, 42
comparison grid, 36
conversion of, 76
load factor, 66
market for, 1
problem identification for, 65–66

Order appointing receiver (OAR), 116
Oversupply, 1–2
Owners:

cash from, 111
hold period until sale, likely, 122
issues, identifying, 12
issues, overcoming, 14

P
Parking lot space, leasing, 103–104
Partners:

cash call to existing, 112
new, 113
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Percentage rent, 42, 78, 97–98
Performing loans, 108e
Physical condition of property:

analyzing, 16–17, 18, 19e
exit strategy and, 122
improving, 75–76
issues, identifying, 11–12
issues, overcoming, 14

Plans. See also Management Plan; Marketing 
plan

business, tenant’s, 95–96
importance of, 3
leasing, 80–83
staffing, 58–59

Police, 55
Pop-up tenants. See Temporary tenant 

programs for shopping centers
Priorities, establishing, 13–14, 55
Problem, defining, 11–14
Problem loans, 108e
Pro forma statement:

in Management Plan, 26, 27
for rehabilitation, 78–80
sample, 37

Promises, following through with, 90–91
Property cash flow, 111
Property description in Management Plan, 

25–26
Property inspection report form, 19e
Purpose of study and client objectives, in 

Management Plan, 25

R
Real estate cycle, 7–10, 8e, 44, 45e, 61
Real estate manager’s role, 3, 76–77
Receivership and foreclosure, 115–119

foreclosure process, 117
receiver, duties of, 116
receiver, role of, 115
receivership assignment, length of, 116–117
receivership liability issues, 118–119
receivership opportunities, 117–118

Recessions, 1, 9–10, 23, 61, 93, 124
Recommended course of action, in 

Management Plan, 32
Refinancing loans. See Loan refinancing/

restructuring
Regional analysis, 27–28, 43–44
Regional economic downturns, 7
Regulations, compliance with, 4–5
Rehabilitation, 75–84

case examples, 77, 79, 81
defined, 75
highest and best use, determining, 78–80
managing property after, 84
marketing and leasing plan, forecasting, 

80–83
market survey, 82–83
operations, managing the building’s, 83–84
physical structure, improving, 75–76
real estate manager’s role, 76–77
residents and tenants, working with, 83

Remodeling, defined, 75
Renegotiating lease, 98–99
Renovation, defined, 75
Rent, 28, 97–98
Rent forgiveness, 97–98
Reporting financial standing of property, 60
Repositioning troubled properties, 61–73

adaptive use, 69, 70–71, 75–76
case examples, 67, 72, 73
cost-effective alternatives for, 68–72
demolition, 69
lender participation, 69, 71–72
loan restructuring, 68
modified use, 69
office buildings, identifying problems for, 

65–66
real estate market cycles and, 61
reputation, overcoming, 69
residential properties, identifying problems 

for, 66, 68
shopping centers, identifying problems for, 

63–65
space and design issues, 63
SWOT analysis, 61–63

Reputation, negative, 40, 42, 50, 69
Research requirements, establishing, 24
Residential properties. See also Rehabilitation; 

Tenant retention
comparison grid, 34
design issues, 66, 68
floor level, value of, 68
problem identification for, 66, 68
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tenant profile, 41–42
Residents. See Tenants
Restoration, defined, 75
Restructuring commercial leases. See Leases, 

restructuring commercial
Restructuring loans. See Loan refinancing/

restructuring
Retail comparison grid, sample, 35
Retail merchandising units (RMUs), leasing, 

103
Retention. See Tenant retention
Roles:

of real estate manager, 3, 76–77
of receiver, 115

S
Sales, tenant, 96
Second mortgages, 113
Security, 58
Security deposit, 98
Service calls, 57–58
Shopping centers. See also Temporary tenant 

programs for shopping centers
anchored tenants grouped together, 65
case examples, 46, 51, 67, 73, 105
commercial tenant profile, 42, 43
hallways, extra, 65
problem identification for, 63–65
smaller enclosed malls, 65, 67
spaces, oddly shaped, 64
space size problems, 64
unanchored wing or second level of mall, 

65
visibility, poor, 63–64
width of, 64

Social media, 49, 87, 90
Space issues, 63, 64
Specialty leasing programs for malls, 102–104
Specialty mixed-use waterfront commercial 

development case example, 81
Staff, 58–59, 91–92
Survey, market, 82–83
SWOT (Strengths, Weaknesses, Opportunities, 

and Threats) analysis, 61–63

T
Target marketing, 80, 82
Team:

accounting, 19–20
for analyzing troubled properties, 15–16, 

18, 19–20
rehabilitation, 77

Temporary tenant programs for shopping 
centers, 101–105

case example, 105
merchandising vacant spaces, 104–105
parking lot space, leasing, 103–104
retail merchandising units (RMUs), leasing, 

103
specialty leasing programs for malls, 102–

104
temporary tenants, types of, 101–102

Tenant profile, 40–43
about, 40
commercial profile, 42–43
residential profile, 41–42

Tenant retention, 85–92. See also Tenants
brainstorm sessions with staff, 92
communicating with residents and tenants, 

86–87
damage control, 85
foundation for, 87–89
impressing tenants, 88
lease renewal techniques, 89–90
promises, following through with, 90–91
social media for, 90
training staff on, 91–92

Tenants. See also Leases, restructuring 
commercial; Temporary tenant 
programs for shopping centers; 
Tenant retention

assistance for, 93–96
business plan of, 95–96
communicating with, 58, 83, 86–87
complaints from, 90–91
cost of replacing, 94–95
duty to, 4–5
financial statements of, 95
history of, 95
impressing, 88
interviewing, 17
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priorities, establishing with, 55
sales of, 96
struggling, 93–96
working with, 83

Tests:
for alternatives, 30–32
cash-on-cash rate of return, 31
ethical, 5
family, 5
front-page, 5
internal rate of return (IRR), 31–32
net present value (NPV), 31, 32
value enhancement, 31

Third-party contractors, 57, 58
Time-and-rate problem, 48
Training staff in tenant retention, 91–92

U
Urban Land Institute (ULI), 96
Use, highest and best, 78–80

V
Value enhancement test, 31
Visibility, poor, 63–64

W
Waived rent, 97
Warehouse building case example, 106
Watch list loans, 108e
Work orders, 57–58


