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“Savvy owners use common—and
sometimes uncommon—strategies
that can elevate a good apartment
property transaction into a great one.”

day’s economy, getting the high-
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est price when selling a property

press a potential buyer. In lieu of presenting

can be as challenging as any

your listing as a “Here’s a property, come

time in recent memory. Reaching

buy it,” opportunity, consider taking things

that goal, however, is not impossible. Savvy

to the next level. Put records in a spread-

owners know that preparing and imple-

sheet covering the past two years’ finan-

or apartment owners selling in to-

properties like a business. Their books are

menting a plan in advance of the sale is

cials. Use an accountant or software ap-

the key to success. The following observa-

plication to create reports. Save receipts,

tions are offered to help further educate

warranties and guarantees, and record all
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capital improvements.

uncommon—strategies that can elevate a
good apartment property transaction into

As you become more serious about
your sale, make sure your residents are

a great one.

happy so that you can avoid vacancies
Preparing Your Property for Market

and show a stable tenant profile. Then

From “curb appeal” to an owner’s ability

gather this positive information into a sum-

to show an attractive return-on-investment

mary that includes dates of residency and
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operations manual to show that your

the sale.
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This process does not need to be daunting. Block out a few days to collect infor-

ing eyesores such as torn window screens

to determine if the improvements are

and damaged woodwork.

worthwhile. For this type of analysis, look to

mation, then put yourself in the buyer’s

an experienced broker specializing in mul-

shoes. As a buyer, what would you like to

The key is to determine the improve-

see? What might tip the scales and con-

ments that will offer the greatest impact

tifamily properties. This is no small request,
but if you develop a relationship with a

vince you to pay a premium price? Con-

while avoiding the urge to over improve.

broker experienced in running these types

sider organizing information into a three-

Redoing hidden items such as plumbing,

of numbers, he or she will usually work with

ring binder with tabbed sections. Much of

for example, may be wasted dollars for

you in anticipation of selling your property.

the binder will relay data that buyers and

items that can be disclosed rather than

If your broker won’t commit to invest time

banks normally want to see anyway. Now,

fixed. Furthermore, while major renovations

in a cost analysis, you might be better off

however, it will be structured in a way that

to kitchens and bathrooms may double

finding a new broker.

improves your property’s marketability.

the return on the money invested, the pro-

Whether your building is immaculately

cess can be timely and should not be car-

maintained or not, organizing your records

ried out without completing a cost analysis

Outside the Box ...continued on page 30

into an attractive presentation communicates that you are an owner who is on top

SANTA CLARA VALLEY WATER DISTRICT

of things.
A View from the Street
You only have one chance to make a first
impression, and that chance occurs the
minute buyers arrive at your complex.
While they might have had a chance to
previously review your books and records,
they know little more. At this point, they’re
taking the investment simply at face value.
Your job as an owner is to determine how
to give your listing the prettiest face possible. Achieving this means being aware of
what is happening in your local multifamily
market, and then responding accordingly.
In depressed areas, properties with 5 to
30 units can become the star on the street
with a few thousand dollars dedicated
to property cleanup and a fresh coat of
paint. In the San José market, C-class properties such as these are common. Many
were built 30 to 40 years ago. Some have
never been renovated. Others have been
renovated, but perhaps as long as 15 to 20
years ago.
I recall negotiating on a building of the
latter type that was listed hundreds of
thousands of dollars below market simply
because it was in poor condition, and the
owner did not wish to strategically improve
the building prior to selling. At the same
time, I see many properties in Santa Clara
County selling for very solid prices because
their owners have spent as little as $10,000
on cosmetic improvements such as painting, power washing the exterior, putting
flowers in empty flower boxes and repair-
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Save money
with a FREE
Water-Wise
House Call
Our trained technicians will come to
your apartment complex and assess each
unit’s water usage.

It’s FREE, easy, and saves you...





Maintenance time
Water
Money
Energy

For more information or to schedule an
appointment, call today:

1-800-548-1882
or visit
www.valleywater.org

REMI Company and CRM now bring together over
60 years of experience under one roof.
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Marketing Your Property
Talk of brokers brings us to our next key
consideration: choosing the right realestate representation. First, finding a broker
with extensive knowledge of the local
commercial apartment market will help
you understand where your property fits in
the mix of recently sold and currently listed
apartment properties. A good broker will
also take into consideration loan amounts
and rates in light of your property’s cash
flow. Today more than ever, financing will
play a huge role in determining value,
since loan-to-value ratios have experienced a significant shift in this more conservative environment.
Go Commercial
If you’re selling a property of five units or

Santa Cruz 831.426.8600
South Bay 408.557.6111

more, you’re in the commercial world, and
will be best served by a commercial broker
specializing in multifamily properties. Many
apartment owners make the mistake of
listing with a residential real-estate agent
who is unfamiliar with the commercial
multifamily market. Even worse, some
owners fall prey to unsolicited offers.
While both these tactics may get your
property sold, they probably won’t deliver
the highest price. So before you move to
sell your property, have a thorough understanding of the market before accepting
unsolicited offers.
As you evaluate broker candidates,
look for an individual who understands not
only such details as capitalization rates,
gross rent multipliers and price per unit for
specific property types, but exactly what
these are for properties similar to yours in
comparable areas. Moreover, choose one
who has not just experience, but marketing
acumen as well. Marketing commercial
properties requires more than just listing on
the local residential Multiple Listing Service
or phone calls to local investors to get the
highest price. A competent broker will be
able to utilize proven strategies and new
technologies to market your property to
the broadest pool of potential buyers.
For example, be wary of brokers who
operate under the premise that commer-
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cial real estate is a local endeavor. If so,
they might be missing the broader pool of
buyers residing in the regional or national
markets. And if they are targeting those
markets, what exactly will they be doing to
get professional, comprehensive and accurate marketing material into the hands
of prospective buyers in a timely manner?
The Two-Tiered Marketing Approach
Early in the marketing process, many brokers reach out to likely buyers with whom
they have existing relationships. This targeted approach can be very effective when
local markets are hot, but in today’s more
constricted times may do little to turn a
good sale into a great one. This economy,
in contrast, all but demands that brokers
reach out beyond the usual suspects and
into the regional and national markets.
A typical marketing program for my
clients, for example, includes not just
hundreds of phone calls but thousands
of direct mail pieces in postcard and
flyer formats, tens of thousands of emails
and a concerted advertising program
involving local newspapers as well as
key internet sites.
And once interest is generated, prospects receive comprehensive brochures
complete with property information including financials, improvements, photographs,
rent and sales comps and area demographics. All this information is available in
hard copy, email format or readily available for instant viewing on a dedicated
property website.
Moreover, this material is made available to brokers in and outside of my firm,
with a commitment to fully cooperate with
tens of thousands of investment brokers nationwide—an uncommon practice among
many commercial brokers. The premise
behind cooperating with other brokers is
simple: the more brokers, the more buyers;
the more buyers, the more offers; the more
offers, the higher the price. And with more
buyers, it’s easier to choose one who is
ready, willing and—in today’s economy—
able to financially perform.
Outside the Box ...continued on page 53
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Successfully Closing Escrow
While entering escrow is a significant milestone in the life cycle of any listing, it can
also be a time of great anxiety as all escrows have the potential to fail. Oftentimes
this happens because a buyer, during the

1984

due diligence process, discovers pitfalls
in a property that were either unknown or
not previously disclosed by the seller. When

• One bedroom apartments rent for $199.
• Interest rates are 20%.
• The first Apple Macintosh goes on sale.

the buyer presents these items and asks to
renegotiate the deal, the parties may find
themselves at odds and unable to reach
an agreement. This often brings the escrow

• John M. Klimp is President of TCAA.

to a screeching halt.
Another significant “failure factor” involves financing. Before you put your building on the market, your property should

2008

be prequalified with a few lending institutions so you have an idea of what will be
required to finance the deal. All too often

The world has changed and so has
property management. From green
housing and mold litigation to rent
control and inclusionary housing,
Mayfield Management stays on top
of the times.

properties are sold for a price and terms
that a lender just can’t or won’t finance
because the risk factor is too high. Knowing
what lenders will commit to prior to entering into an agreement can work wonders
in keeping the deal on track.
Completing the steps noted in this article
can help avoid a frustrating outcome. First,
you will have prepared your property for
market and through organized records
you will have fully disclosed all benefits
and challenges in your listing. Second, you
will have established a relationship with
an experienced commercial broker who
has helped establish market-appropriate
pricing and financing. Finally, you and
your broker will have followed a two-tiered
marketing approach that has served up a
number of qualified buyers from whom to
choose. So when you get to the final steps
of your transaction, even in this shifting
economy, you will be enjoying the reward
of your hard work: maximum value for your
apartment building.
Michael Shields, CCIM, CCRM, serves as a senior
investment broker for Sperry Van Ness, specializing in
multifamily properties in Silicon Valley. He has been a
featured speaker at the CAA Rental Housing Conference, has conducted Bay Area investment seminars and
publishes a quarterly newsletter, Advisor Insights. He can
be contacted at michael.shields@svn.com. Copyright ©
2008 by Black Point Press. All rights reserved.

We Don’t Forget About the Basics:

Deliver Top Rents, Quality Tenants
and High Occupancy.
•
•
•
•

Increased NOI, while Controlling Expenses
Affordable, Professional Maintenance
Appropriate and Timely Capital Improvements
Hands-on Property Management

MAYFIELD
MANAGEMENT COMPANY
since 1972

2275 East Bayshore Road, Suite 130, Palo Alto, CA 94303

650-494-8600 x 100
Mayfieldcompanies.com
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