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Lesson 1: Real Estate and Property 

Management Fundamentals 

On completion of this lesson, you will be able to: 

• Compare the terminology of real estate and property management

IFMA 's Real Estate Course 

Real estate is immovable property including structures, grounds and undeveloped land 

(ISO 41011 :2017). A demand organization's portfolio may include property and/or facilities 

that are owned, co-owned, leased, subleased or contract managed. This will generally 

include all facilities in which the demand organization operates. 

Alternative workspace options may be exceptions: 

• Co-working is the use of an office or other working environment by people who are

self-employed or working for different employers, typically as to-share equipment,

ideas, and knowledge. Organizations and individuals may reserve the space for an

hour, a day, or months at a time. As needs change, the facility manager may still

have a role in acquiring and releasing those spaces, and in some cases may be

responsible for managing the property.

• Virtual work locations, such as home offices, are not included in the demand

organization's real estate portfolio. In some organizations, the facility manager may

be asked to confirm the set-up of such spaces to ensure a safe, ergonomic

arrangement.

Property management is generally described as operating property primarily for business 

use. The term typically infers the effective operation and management of owned, leased or 

subleased real property including land, buildings, assets, equipment and legal 

commitments for an owner, developer or landlord. As an example, in a leased space, the 

demand organization may be responsible for internal maintenance while the facility owner 

maintains common areas and exterior spaces. 

Organizational drivers that impact real estate decisions include: 

©2022 IFMA Edition 2022, Version V2017PARE_ 1.0 
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• Need to preserve or enhance the visual image of the organization. This may be

done by acquiring or maintaining space in a desirable location, or by relocating

from a geographic area that is experiencing adverse development changes.

• Need to enhance the organization's image. This may be done by operating from a

facility that supports the demand organization's core values and strategic

objectives, such as sustainability.

• Need to enlarge operations or expand into new markets, or to downsize as

operational efficiencies or organizational factors dictate.

• Changes in the ability to operate in a global environment due to funding changes

or adverse government regulations or standards.

• Modified demand due to employee life and work style choices, such as willingness

to commute.

• Technology and the expansion of global markets. For some organizations, the

ability to work virtually can lessen the importance of the physical facilities.

• Other internal or external factors, such as business life cycle, life-cycle costing and

investment analysis.

To manage corporate real estate properly, facility managers need to understand many 

factors. These include the core business requirements, the financial and political 

environment (internal and external), stakeholder/occupant/user requirements, and business 

cycles. 

The point of owning or operating real estate is to provide the right environment for 

conducting core business operations in a cost-effective way that provides the best value . 
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Lesson 2: Business Life-Cycle 

On completion of this lesson, you will be able to: 

• Recognize where an organization is in its business life cycle and the impact of that

stage in real estate and property management decision making

Start-up Growth Maturity Decline 

-I
Revenues Revival/ 

diversification 

�------- ::1 

Time 

Figure 1 Business Life-Cycle Model 

An organization goes through specific stages in creating and developing a business. These 

stages are known as the business life cycle. Where an organization is in this business life 

cycle determines its real estate needs. The organization must ensure that it has the facilities 

and equipment needed for the growth stage while having the flexibility in its portfolio to 

anticipate the maturity and decline stages. A facility manager must understand the 

business life cycle to be a strategic partner in decisions that strongly impact the FM 

organization. 

• 

©2022 IFMA 

Start-Up. In the start-up phase, an organization tends to have limited resources. It 

needs to build resources while determining what it needs for growth. At this point, 

the organization is not likely to purchase property and may opt for a short-term real 

estate lease arrangement. To free up resources for the core business functions, the 

organization may look for creative approaches, ·such as co-working arrangements. 
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This gives the organization the flexibility to quickly reduce or increase its physical 
space as needed while developing its master plan. 

• Growth. Growth represents a higher level of certainty for the organization and
brings increasing profits. The organization may look to acquire real estate to meet
its growth and expected maturity needs. At this stage, the organization may shift
from leasing to owning a facility for core operations. Those same internal and
external factors described in earlier sections of this guide will impact those
decisions. Organizations in this stage are still focused on keeping the business agile
and diversified.

• Maturity. Once an organization reaches maturity, real estate has a higher priority.
Real estate provides some financial benefits which can allow an organization to
maintain profits even while growth declines. At the same time, if the organization
does not anticipate new growth, it must remain flexible for the coming decline
stage. It must not invest more in the facility for the business than the activities of
that business require. Many organizations will own strategic real estate for core
requirements and lease real estate for tactical requirements.

• Decline. As an organization begins its decline phase, it must assess how its real
estate is serving the goals and objectives of the organization. If the facilities meet
the need of new products or services coming to market, the real estate may be
appropriate. But if the decline is more long term or the organization has no new
products or services coming to market, the organization may need to consolidate
its operations. That means consolidating real estate where possible to reduce costs.

• Revival/Diversification/Disposal. An organization engaged in revival and
diversification has effectively planned for the need to re-invigorate the organization,
to innovate or to find new markets. Re-evaluation of real estate ensures alignment
with new organizational needs and go�ls. In this stage, FM may have new
opportunities to realign existing properties to new needs by converting existing
spaces. If the organization no longer has a use for an owned property/facility, it may
choose to dispose of the property through sale, lease, or as a gift to a non-profit or
government entity. If leased, consider sub-leasing or buying out the lease from the
landlord.

The Leadership and Strategy competency discusses product life cycle phases and how they 
impact organizational and FM strategy development. 

©2022 IFMA Edition 2022, Version V2017PARE_1.0 
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Lesso 3: Life-Cycle Costing 

On completion of this lesson, you will be able to: 

• Understand life-cycle costing and how it relates to investments in real estate

• Describe the basic steps to do a life-cycle costing analysis

Most facility managers are familiar with life-cycle costing (LCC) or whole life costing as it 

relates to repair or replacement of equipment. The concept describes the analysis of costs 

at today's value, from acquisition through final disposal. Because LCC considers all the 

costs incurred during the life of a facility, it helps in making economically sound long- and 

short-term decisions by comparing alternatives. This is particularly important since failure 

to consider all related costs may result in a lost opportunity before and after real estate 

acquisition. 

It is helpful to understand the relationship between LCC and Total Cos� of Ownership 

(TCO). 

• LCC is the technique that establishes the TCO.

• TCO is a way for leadership of an organization to strategically evaluate competing
options for procuring an asset. For example, they might consider the lower TCO
between two similar assets, or lease-versus-buy alternatives. TCO for real estate is
typically expressed as currency per square meter/foot associated with a facility.

The calculated LCC includes all costs for planning, design, construction, restoration or 

preservation, operation, maintenance, and disposal of a structure over time divided by the 

estimated lifespan of the asset. Furnishings or equipment not specific to the facility are not 

included in a TCO calculation, and land values are excluded from this discussion. 

Since it involves one of the demand organization's most significant investments, the 

information provided for the LCC calculation must be accurate and thorough. This planning 

helps ensure the appro�riate cash flows to properly maintain an investment over its life. 

LCC may be used to prepare the reserve fund study, which would determine the financial 

provisions needed to maintain and replace the essential assets in the jointly owned 

properties during its life cycle, such as elevators, roofs, chillers, etc. 

©2022 IFMA Edition 2022, Version V2017PARE_ 1.0 
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Consider: 

• Expected life of the facility itself as well as that of building systems and components

For example: In addition to the cost of the facility itself, how many times and 
at what cost would you expect to replace the facility's assets (e.g., the air 
handling unit, the elevators, chilled water pumps, etc.) over the life of the 
facility? 

• Anticipated costs for utilities, operations and renovations.

In addition to utilities, custodial costs and consumables, anticipate costs 
associated with maintaining visual and aesthetic appeal. Consider the 
organization's standards for refreshing spaces as well as the pace at which the 
organization typically remodels, changes space and implements tenant finish 
projects, and the average costs associated. 

• Ongoing maintenance costs that may change as the facility ages and realizes its full
value.

- Consider costs of maintaining parking areas and drive aisles, managing
/ 

landscape through its life cycle, and maintaining the building envelope.

By definition, life-cycle costing (LCC) is the process of determining (in present value terms) 

all costs incident to the planning, design, construction, operation and maintenance, and 

disposition of a structure over time. LCC involves the analysis of the costs of a system or a 

component over its entire life span. The term "whole-life costing" is synonymous with LCC. 

The formula to calculate LCC is as follows: 

Where: 

©2022 IFMA 

LCC = I + Repl - Res+ E + W + OM&R + 0

LCC= Total LCC in present value (PV) dollars of a given alternative 

I= PV investment costs (if incurred at the base date, they do not need to be 
discounted) 

Repl= PV capital replacement costs 

RES= PV residual value (resale value, salvage value) less the disposal costs 

E= PV of energy costs 

W = PV of water costs 

OM&R= PV of non-fuel operating, maintenance and repair costs 

Edition 2022, Version V2017PARE_1.0 
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0= PV of other costs (e.g. contract costs for energy savings performance contracts 
(ESPCs) or utility energy service contracts (UESCs) 

There are ways that FM can reduce life-cycle costs in real estate. As illustrated in Figure 2 

below, the cost reduction opportunities are greatest at the start and decrease as planning 

progresses. For example, a facility manager who is involved in early design discussions can 

ensure that all operable parts of installed building equipment are accessible for 

maintenance. If that discussion does not occur until construction or maintenance, the cost 

to implement changes will be greater. 

Example: A light fixture is to be installed fifty feet above a staircase. In planning, FM can 

negotiate the installation of a method to lower that light fixture for cleaning and 

maintenance. The alternative of leaving the light fixture fifty feet above the staircase would 

be costly and hazardous for maintenance. 

Facility managers understand operational efficiencies that can be designed into 

construction or tenant improvements. Making the same· changes late in the process or after 

occupancy is quite costly. 

Co ts 

©2022 IFMA 
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The basic steps in conducting an LCC analysis: 

• Estimate costs.

• Compute life-cycle costs using Net Present Value (NPV) and Internal Rate of Return
(IRR) calculations:

Make cash flows time-equivalent by converting them to present values. 

Total all costs. 

• Conduct appropriate risk and uncertainty assessments.

• Identify alternatives.

Since it involves one of the demand organization's most significant investments, the 

information provided for the LCC calculation must be accurate arid thorough. This planning 

helps ensure the appropriate cash flows to properly maintain an investment over its life. 

LCC may be used to prepare the reserve fund study, which would determine the financial 

provisions needed to maintain and replace the essential assets in the jointly owned 

properties during its life-cycle, such as elevators, roofs, chillers, etc. 

Consider: 

• The expected life of the facility itself as well as elements that are part of the building
envelope (e.g. roof or exterior surfaces).

• Associated costs related to increased commitment to community involvement such
as hosting health fairs and antique auto shows.

• Ongoing maintenance costs such as managing the landscape through its life cycle.

When conducting the analysis, test assumptions. For instance, if maintenance costs are x 

percent higher or lower than planned, were the original assumptions correct? You may also 

include in the analysis supplemental measures for evaluation such as payback methods, net 

present value and internal rate of return. 

©2022 IFMA Edition 2022, Version V2017PARE_ 1.0 
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For the analysis, it is important that 

• Points of comparison are equivalent among the options. For instance:

Price is more than just purchase cost. Consider any recurring charges such as 
Common Area Maintenance (CAM) charges (a tenant's proportionate share of 
the cost of maintaining common areas of a leased facility). 

Do the alternatives have the same amenities? Will the organization or the 
occupants incur added costs for transportation or parking at one facility that 
they would not in another? 

Compare infrastructure and utility availability and costs. In some locations, the 
cost of bringing high speed data or a higher electrical capacity to t_he site may 
be significant. 

Are there other factors that differentiate one option from the other, such as 
added costs for one that would not be represented by another? 

More information about LCC can be found in both the Finance and Business Course and 

the Operations and Maintenance Course. 

LCC is valuable in helping an organization to rank alternatives, but the organization must 

make its decisions based on a long-term outlook. Ownership of a real property asset may 

have the lowest life-cycle cost, but leasing may be a better financial decision for other 

reasons. 

Later in this section, we will review sensitivity analysis, scenario analysis and other ways of 

assessing and mitigating investment risks. If the same parameters and study period length 

are used throughout, all are valid in LCC. 

©2022 IFMA Edition 2022, Version V2017PARE_ 1.0 
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Lesson 4: Baseline Financial Concepts and 

Terms 

On completion of this lesson, you will be able to: 

• Understand the basic real estate financial concepts and terms

While we have given you some mathematical formulas, we have assumed that you are able 

to use the variety of financial tools and technology available to help you with the 

calculations. Even with that technology, a facility manager still needs a basic understanding 

of finance concepts and terms. 

These include: 

• Time value of money.

• Independent versus mutually exclusive.

• Cash flow pattern and duration, lump sum, or annuity.

• Discounted and non-discounted analysis methods.

Time alue of Money 

Future Value 

Let's try a real-life example on investing Swedish Kronor (SEK). If you have SEK 6.000.000, 

should you have it in property, or should you consider the same amount in an investment 

with a constant rate of return? Given the rate at which the value will change and the risk, 

which will have the higher value at the time you intend to surrender or use it? 

Example "X" 

Period Beginning Value Interest Earned Ending Value 

1 SEK 6.000.000 + SEK 600.000 SEK 6.600.000 

©2022 IFMA Edition 2022, Version V2017PARE_1.0 

All rights reserved 
21 Printed on 100% post-consumer waste recycled paper 



,t,ij� IFMA"Ii lnt�ulf1tlltyM.&11>Jm1...CAi""'b!I011 

IFMA 's Real Estate Course 

2 SEK 6.600.000 + SEK 660.000 SEK 7.260.000 

Assume that the SEK 6.000.000 investment is made and earns an annual rate of return of 10 

percent for two years. The investment would grow as shown below: 

The formula is: 

(Present value) x (future value interest factor) = future value 

Where does the future value interest factor come from? Finance has interest factor tables. 

Financial textbooks include these tables to explain the time value of money and 

investments. For years it was necessary to locate the appropriate interest multiplier in a 

table (in this case, for 10% over two years, the factor is 1,210) and then do the calculation. 

This is where calculators and electronic spreadsheets are helpful as they have the interest 

-factors and formulas preprogrammed. If you know the variables, the time values are easy to

determine.

The concept is straightforward. You invest money at a specific rate of return for a specific

period and can predict what the future value will be. Understanding future value is fairly

intuitive. You invest money and you collect interest. If the investment is secure, you can

expect the future value to increase

Present value x future value interest factor= future value (FV). SEK 6.000.000 x 1,210 = SEK

7.260.000

Also, Future Value Interest Factor is a simple calculation that can be qone using a calculator 

and that it's calculated using this formula (highlighted in yellow): 

FV = PV (1 +r)n 

FV = future value 

PV = present value 

r = annual interest rate 

n = number of periods 

Present Value (PV) is the monetary value today of a future payment that is discounted at 

some appropriate interest rate. 

If you knew that an investment would be worth SEK 7.260.000 two years from now, how 

would you evaluate the value of that investment today? 

©2022 IFMA Edition 2022, Version V2017PARE_ 1.0 
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Understanding present value is more future value but not overly complex. Present value is 

the monetary value today of a future payment that is discounted at some appropriate 

interest rate. The present value of SEK 7.260.000 is SEK 6.000.000. In finance jargon, the 

10% interest rate is called the discount rate. As with future value, there are present value 

interest tables for calculating the present value of money received in the future. 

The present value interest factor for 10% over two years is 0,826. 

The mathematical formula for the present value interest factor = (1 / (1 + r)"), so in our 

example with 10 percent per year and two periods, 1 / (1.10)2 = 0,8264. 

The formula for present value (PV) is: 

(Future value) x (Present value interest factor) = PV 

In many organizations, the finance department will handle time value calculations. Facility 

managers may have little to do with calculating the numbers but must understand the 

concepts to be a valued participant in discussions regarding real estate investments. We 

have shown the calculations here for explanatory purposes. 

Two final points about future and present value: 

• The operation of converting a present value into a future value is called

capitalization or compounding. In our example it shows how much SEK 6.000.000

today will be worth in two years.

• The reverse operation, evaluating the present value of a future amount of money, is

called discounting. This explains how much SEK 7.260.000 received in two years, at

the same interest rate is worth today .

• 

Based on their experience with projects and capital budget analysis, facility managers 

understand the importance of weighing opportunities against potential alternatives. They 

regularly weigh one project against another or evaluate how much can be invested in a 

maintenance activity. 

Independent 

Given multiple options, choosing one option will not impact decision or ability to choose 

one or more other options. There is no opportunity cost associated with either option. 

Mutually Exclusive 

Given multiple options, choosing one will limit or eliminate decision or ability to choose 

another due to limitations of resources. There is an opportunity cost associated with 

choosing one option over another. 
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When considering real estate alternatives, consider whether the options are independent or 

mutually exclusive. If the occurrence of one event does not influence (and is not influenced 

by) the occurrence of the other(s), those events are independent. If the occurrence of one 

event excludes the occurrence of the other(s), then those events are mutually exclusive. 

Mutually exclusive events cannot happen at the same time. 

For mutually exclusive options, evaluate the opportunity cost - what you would be giving 

up by pursuing each option. Tools for this analysis are the same as those shown above 

regarding the time value of money, combined with two other formulas: Net Present Value 

(NPV) and Internal Rate of Return (IRR), both explained in detail below and in the Finance 

and Business competency. 

Example: Young (2019) provides an example of a company with a budget of US$50,000 for 

projects and a choice of three projects. Projects A and B each cost US$40,000. Project C 

costs US$10,000. 

This means that 

• Projects A and B are mutually exclusive because you can do only one of the two

with a US$50,000 budget.

• Project C is independent because you can do that project without regard to your
choice of A or B.

In the same example, if Project A has a potential return of US$100,000 and Project B will 

only return US$80,000, the opportunity cost of choosing Project B is US$20,000 (the higher 

profit opportunity less the lower profit opportunity). 

When considering a sizeable investment in real estate, the pattern, duration and form of 

payment are important. 

• Pattern of payment is concerned with managing cash flow.

• Duration refers to how long those payments will continue.

• Form of payment relates how cost will be paid.

Each is described below. 

When considering construction of a new facility or the acquisition of a capital asset, the 

organization needs to have the funding available when needed for the project. This means 

it needs to plan for when the expenditures are to be made. This describes cash flow - how 
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much cash needs to be available at a given time. Cash flow includes the inflow of cash into 

cash receipts and savings, and the outflow of cash payments during a given period. 

To decrease opportunity costs or minimize debt, the organization will need to plan funding 

so that it is available when needed but is not being pulled from investments (or debt 

issued) before it is needed. 

Lump Sum or Annuity 

The form of payment, whether lump sum or annuity, relates directly to opportunity cost or 

to amount of debt required. 

Consider our example in the section on the time value of money and the approximately 21 

percent difference between the SEK 6.000.000 on day one and the SEK 7.260.000 two years 

later. The impact of making funds available when needed versus all the funds being 

available at the beginning of the project is significant. 

As a knowledgeable partner involved in real estate, the facility manager may be able to 

assist with discussions or recommendations about these finance factors. 
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Lesson 5: Investment Analysis Tools 

On completion of this lesson, you will be able to: 

• Define three different analysis tools used in Facility Management

Because real estate decisions require committing significant long-term capital resources, 

organizations must carefully evaluate the options available to them. Few organizations 

have the financial flexibility to withstand making a bad real estate investment. But the loss 

of a positive real estate investment cannot be recovered. 

Investment analysis can help an organization make an informed decision about real estate 

investment options based on risk, cash flows and resale value. Not all risk can be calculated 

or anticipated. The goal of investment analysis is to make the best-informed decision 

possible given the information available. 

In this section, we will define and discuss three investment analysis tools that are most 

common in FM: 

• Payback period

• Discounted Cash Flow Analysis (i.e., Net Present Value (NPV) and Internal Rate of

Return (IRR))

• Risk Analysis Models

Payback period is a non-discounted analysis tool that calculates the length of time it takes 

to recoup an investment. The shorter the payback period, the sooner those funds are 

recouped and available for other purposes. The analysis answers the question, "How 

quickly will the initial investment be recovered?" 

Payback period = initial investment divided by annual net cash flow 

For example, an initial investment of Japanese yen (¥) ¥42,000,000 is made. Annual net cash 

flow is ¥7,000,000. The payback period is 6 years. (¥42,000,000 / ¥7,000,000 = 6). 
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For some investments, the organization may set a target payback period. Investments with 

a payback period longer than the target are rejected or deferred. Those with a shorter 

payback period are accepted. For mutually exclusive projects, the project with the shortest 

payback period below that target would be selected. 

Since it does not consider the time value of money, payback period is a good screening 

method but should not be the sole type of analysis. You should always use it in conjunction 

with net present value and internal rate of return - two discounting methods that will be 

discussed next. 

r ntro uction 

To evaluate investments at present value, Discounted Cash Flow analysis adjusts cash flows 

over time for the time value of money. Two popular methods are net present value and 

internal rate of return. 

Net Present Value 

Net present value is the monetary value today that an investment project earns after 

yielding the desired rate of return for each period during the life of that investment. To 

bring all cash flows after the initial investment to their present values at the time of the 

initial investment, the calculation uses a specified discount rate. In other words, all future 

cash flows are considered at today's value. NPV emphasizes the dollar amount at the time 

of the investment. 

NPV = (Present value of future cash flows) - (Present value of cash outflows) 

The full math surrounding the calculation (for instance, the present value of future cash 

flows) is beyond our current scope. The important thing to understand about NPV is how 

to interpret the outcome. Typically, if an independent project has an NPV of zero or 

greater, the investment project is acceptable. For mutually exclusive projects, the 

investment with the highest positive NPV should be accepted. In other words, a higher NPV 

is better. 

The typical finance decision rule for NPV for accepting or rejecting projects is zero. For 

independent projects if the NPV is zero or greater than zero, an investment project is 

acceptable. For mutually exclusive projects, the investment with the highest positive NPV 

should be accepted. 

In practice, facility managers must compete for capital investment financing. Many FM 

projects do not generate revenue. As a result, they often have a negative NPV. Chances are 
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that other colleagues will have projects with positive NPVs. A facility manager needs to 
correctly frame 'any NPV discussion with senior executives, the board, the finance 
department, and others. The least negative NPV for an FM project is typically the best 
choice. 

Internal Rate of Return 

Internal rate of return (IRR) is the return on investment that a company typically realizes (or 
expects to realize) based on its past record with asset investments. It is the interest rate at 
which lifetime monetary savings equals lifetime monetary cost after the time value of 
money is considered. IRR estimates the discount rate that will make the NPV of an 
investment zero. 

The result of an IRR calculation is a percentage which represents the return on each 
monetary unit invested, so a target or cutoff IRR is set. Projects below that cutoff rate are 
rejected. For independent projects, if IRR is equal or greater to the criterion rate, the 
project is accepted. For mutually exclusive projects, the investment with the highest 
positive IRR that exceeds the cutoff rate should be. accepted. 

All investments are subject to some element of risk. Capital investments represent a high 
risk for all organizations. For that reason, no financial analysis is complete until that risk has 
been evaluated and recognized. 

Risk may be represented in the portfolio (all projects in a group) or at the project level. In 
real estate, this relates to whether a specific risk will impact a single investment or multiple 
investments. 

For example: 

• Risk related to an economic downturn is likely to impact the portfolio, though
perhaps not equally in all locations.

• Risk related to a weather event is more likely to impact one specific geographic
region.

• Risk related to selecting the wrong location would impact that single investment.

Several risk models are available to attempt to replace subjective assessments, judgment 
and intuition with more objective methods. These models help assess and potentially 
reduce risks and to maximize returns. To determine relative risk impact, they use probability 
ranges rather than single values. 

Two models are described next. 
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Sensitivity Analysis 

Sensitivity analysis looks at the change in one variable because of a change in another 

variable. 

For example: 

Think of it as "if this, then that". To show which of the variables or options have the 

greatest impact on the outcome, the analysis compares options: 

• NPV and IRR calculations show how the project would change if the discount rate

changed.

• Other calculations show the impact of increases or decreases in labor costs, sales or

other factors.

The math involved in the analysis calculates each potential outcome. 

For example: 

• Comparing the NPV of project B at a discount rate of eight percent to the NPV of

project B at a discount rate of nine percent.

• Calculating the amount of time, it will take to make a profit on production of

100,000 units of product F based on different potential volumes of sales.

Scenario Analysis 

A scenario analysis looks at what happens to profitability estimates (such as NPV) if a 

certain scenario occurs. It then tests those estimates against different sets of assumptions 

or conditions. In other words, assuming specific scenarios, it produces an expected value of 

a property or portfolio at a point in time. Those scenarios could relate to interest rate, to 

profitability, to cost of operations or to any number of factors. 
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Intended use has important implications in real estate considerations. Restaurants and 

office complexes are not easily interchangeable. A motel would not efficiently be used as a 

warehouse. 

When considering real estate, the principle of intended use means that you evaluate to 

ensure that the property can reasonably be made to comply with your intended use. 

Consider for instance: 

• Zoning of the property and other land use regulations determine the types of

uses and constructio'n of buildings allowable at a specific site. These laws vary by

location but exist nearly everywhere in the world. The process of changing the

zoning or permissible use of a site can be complex, time-consuming, expensive and

may require the approval of multiple parties, including neighboring owners.

• Grade of the property and area, environmental issues and its suitability for

your facility and amenities. It would perhaps not be the best fit under intended use

to build a first-class apartment structure in an area that is economically depressed.

• Infrastructure available to the facility. Can you get the technological

infrastructure installed, and at what cost?

• Access and accessibility. If you are highly reliant on customers, clients or other

visitors, how hard is it for them to get into your parking lot and into your building?

Can you reasonably refit an existing facility for accessibility at a reasonable cost?

• Size. Can the property accommodate the required parking, commuter volume, etc?

Your understanding of intended use will help you support or inform your demand 

organization's decisions regarding location, facility attributes, safety and security and, in 

particular, how feasible it may be to convert a proposed site or building to meet the 

organization's core business needs. 
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Lesson 7: Government Regulations and 

Standards 

On completion of this lesson, you will be able to: 

• Explain how regulations differ across borders and the regulations and standards

that protect the consumer

Real estate laws differ from country to country, within a country, and even within individual 

states or other subdivisions of a country and municipality. In each case, the goal is the 

same. These regulations, standards, and laws are all intended to protect the consumer. 

Facility managers need to understand the real estate laws and practices wherever their 

demand organization operates. 

Regulations may control: 

• Ownership rights and limits. In many countries, there are restrictions on acquisitions

by foreign nationals. These restrictions can limit or require special accommodations,

permits or approvals.

Example: Bermuda restricts foreign ownership of shares in a company. This 

does not mean that other countries cannot own companies. It does mean that 

a foreign entity will need a special license to take control of a local limited 

liability company (LLC} and conduct business in Bermuda. 

Example: In some places, property may be too expensive for purchase. A long­

term ground lease may be the best way to acquire the use of the property. 

• The use of residential and commercial property. In much of the world, this is

referred to as zoning.

• Tax, nondisclosure and confidentiality agreements.

• Labor law issues.

• Building codes (including accessibility), which vary by country and even by

municipality. Many countries follow the International Building Code standards,

although the specifics will differ from one jurisdiction to another.

• Health, fire, life and safety, sustainability, and environmental regulations.
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In addition to government regulations, certain standards will shape real estate decisions. 

Those standards include ASTM, BOMA and IFMA, each described below. 

s Standar 

ASTM International was formerly known as the American Society for Tes.ting and Materials.

Its standards focus on making offices and other facilities functional and usable. 

Stakeholders participate in developing the standards (over 12,000 of them) which are used 

globally. The purpose of ASTM standards is to "enhance performance and help everyone 

have confidence in the things they buy and use." 

Standards cover a broad range of technical and management areas including: 

• Steel

• Paint

• Medical Devices

• Water and Environmental Technology

• Sustainability

• Automatic Guided Vehicles

• Construction

The "ASTM Standards for Whole Building Functionality and Serviceability" is one of the 

primary ASTM publications for FM professionals. 

S1/B If 

Rising from a need to standardize the measuring of facility spaces worldwide, Building 

Owners and Managers Association International (BOMA) published its first office standard, 

"Standard Method of Floor Measurement" in 1915. 

Over time, updates to that standard have expanded the information into two documents: 

• "Standard practice for Building Floor Area Measurements for Facility Management"

(ASTM E1836/E1836M-09e1), also known as ASTM, ASTM/IFMA or the IFMA

standard. This standard is utilized to determine floor area available for chargeback

or tenant finish.

• The 2010 publication "Office Buildings: Standard Methods of Measurement"

(ANSI/BOMA Z65.1 - 2010), also known as ANSI/BOMA or the BOMA standard, used

primarily to determine the amount of rentable and useable area available for lease.

From your FM studies, you may recall the graphic below, excerpted from the IFMA/ASTM 

space measurement standard. This graphic shows the relationships between floor area 
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measurements, from facility gross area down through assignable and secondary circulation. 

It represents a standard that is used worldwide to ensure consistency in measuring facility 

space use. 

Gross Area 

Rentable area Exterior area 
Major vertical 
penetrations 

Building core 
& service area 

Usable area 

Assignable 
area 

Secondary 
circulation 

Primary 
circulation 

Figure 3 IFMA/ASTM Space Measurement Standard 

ther pplicable Standards 

Other resources for real estate standards include: 

Interior 
Parking 

• OSCRE (Open Standards Consortium for Real Estate) International provides global

industry standards related to real estate information exchange.

• NAR (National Association of Realtors) publishes a code of ethics as a standard.

Standards on workable space, accessibility, energy, quality and more vary by jurisdiction 

and even by type of organization. 

Facility managers and the consultants they hire must understand the regulations and 

standards that apply to their situation. Ignorance of- a standard or regulation will not make 

that requirement easier to fulfill. In fact, if discovered late in the process, it could be quite 

costly. 
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Chapter 1: Progress Check 

1. What does owning or operating corporate real estate in the right environment mean

for core business operations?

a. It is a cost-effective way to provide the lowest cost.

b. It is a cost-effective way to provide the best value.

c. It is a cost-effective way to provide the best service.

d. It is a cost-effective way to provide the highest return.

2. The first three phases of a business life cycle are startup, growth, and maturity. What is

the next phase?

a. Decline is the next phase

b. Time is the next phase.

c. Diversification is the next phase.

d. Revival is the next phase.

3. What is an organization likely to do in the startup phase of a business cycle?

a. It is likely to purchase real estate to get a better tax advantage.

b. It is likely to invest in real estate to prove its stability.

c. It is likely to enter a long-term lease to limit future costs.

d. It is likely to limit long-term investments to preserve resources on growth.

4. Zoning and property size are two elements to evaluate when considering intended use

of real estate. What is the third element to consider?

a. The interior of the building.

b. The access and accessibility of the building.

c. The current and past use of the property.

d. The exterior of the building.

5. What four standards apply to real estate?

a. OSCRE, NAR, BOMA, ANSI.

b. ISO, BOMA, OSCRE, NAR.

c. ANSI, OSCRE, NAR, ASTM.

d. ASTM, BOMA, OSCRE, ASTD.
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6. How do discounted and non-discounted investment analysis models differ?

a. Discounted models recognize the time value of money; non-discounted models

do not.

b. Non-discounted models recognize the time value of money; discounted models

do not.

c. Both models recognize the time value of money; discounted models estimate a

more conservative, outcome.

d. Unlike non-discounted models, discounted models assume that all dollars earned

in the future have the same value as today's dollars.
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