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EXECUTIVE SUMMARY

Most organizations have more capital tied up in real estate than they realize, yet manage it with
less discipline than any other core asset class. The result is predictable: excess operating costs,
underutilized space, deferred maintenance risk, fragmented leases, weak governance, and missed
opportunities to recycle capital into higher-return uses.

Real estate optimization is a repeatable portfolio discipline that aligns facilities and properties to
mission and operations while improving financial flexibility. At its best, optimization creates
measurable wins: lower occupancy cost, reduced risk, fewer surprise capital expenditures,
improved utilization, and clearer decision-making on hold, invest, reposition, or exit.

McNeill Capital’s approach combines institutional portfolio management with operational
governance. We build a complete inventory, create an underwriting view of each asset, and run a
decision process that produces an execution plan and a cadence of reporting leadership can rely
on. The goal is simple: treat real estate like a portfolio, not a collection of buildings.

REAL ESTATE IS USUALLY THE LARGEST UNDER-MANAGED
BALANCE SHEET ITEM

For corporations, real estate is often one of the largest cost centers outside payroll. Facilities
decisions are typically embedded inside "how we have always operated," which is why portfolios
accrete over time: an extra site here, an inherited lease there, a warehouse that made sense three
years ago but not today.

For nonprofits, the pattern is different but the outcome is similar. Many nonprofits own property
because it was donated, because they needed certainty of occupancy, or because mission delivery
required a physical footprint. Over time, that footprint can become a financial constraint. Deferred
maintenance grows, utilization becomes uneven, and leadership may feel forced into reactive
choices.

Across both corporations and nonprofits, the underlying issue is the same: leadership lacks a
single, decision-grade view of what is owned or leased, what it costs, what risks exist, and what
the alternatives are.



Operational Fit
Ensure each asset supports how the organization actually operates today, not how it operated five
or ten years ago.

Financial Efficiency
Reduce total occupancy cost and eliminate low-value spending, including redundant leases,
excess capacity, and poorly prioritized capital projects.

Capital Flexibility
Free capital trapped in non-core assets and redeploy it into mission, growth initiatives,
technology, talent, or balance sheet resilience.

Risk Control
Identify concentrated risks such as deferred maintenance, compliance exposures, insurance gaps,
lease renewal cliffs, environmental liabilities, and single-point-of-failure facilities.

This aligns with formal real property asset management frameworks that emphasize measurable
performance and rational portfolio actions, including consolidation and disposal when assets
become surplus. The difference between “optimization” and “cost cutting” is that optimization
preserves optionality. It improves outcomes without weakening the organization’s ability to
execute.

THE MCNEILL CAPITAL FRAMEWORK: INVENTORY,
UNDERWRITE, DECIDE, EXECUTE, GOVERN

Organizations that do this well follow a predictable lifecycle. The steps below are intentionally
simple and repeatable.

Step 1: Inventory

Build a complete inventory of all owned and leased sites, including the “hidden” assets: parking
lots, storage, small admin spaces, subleases, easements, legacy parcels, and any under-
documented commitments.

Outputs include: a complete property register, cost baseline, and summary map of the footprint.

Step 2: Underwrite
Create an investment-grade underwriting view of each asset, even if it is “not an investment.”
That means financials, condition, operational role, constraints, and opportunity set.



Outputs include: asset scorecards, a maintenance and capex outlook, lease risk profile, and a
“keep versus change” view.

Step 3: Decide

Run a structured decision process and classify each property into one of four buckets: keep, invest,
reposition, or exit. The best frameworks explicitly align property decisions to organizational
strategy and value creation, not preferences or anecdotes.

Outputs include: an approved portfolio plan with priorities, sequencing, costs, and expected
benefits.

Step 4: Execute
Execution is where most portfolios fail. Real estate plans need accountable owners, timelines, and
vendor coordination.

Outputs include: transaction plan, renegotiation plan, capex sequencing, and a risk closure tracker.

Step 5: Govern
Real estate optimization is not a one-time project. It is a governance system that keeps the
portfolio aligned as the organization changes.

Outputs include: a monthly KPI pack, quarterly decision reviews, and annual portfolio refresh.

THE FOUR DECISIONS EVERY ORGANIZATION MUST MAKE

Every property, every lease, every site ultimately comes down to four decisions. If leadership
cannot answer these clearly, the portfolio is not being managed.

Decision 1: Do we need it?
This is utilization, operational fit, and the strategic reason for the site. If the site is not essential, it
becomes a candidate for change.

Decision 2: Should we own or lease?

Ownership can provide control and long-term cost stability. Leasing can preserve capital and
flexibility. The right answer depends on volatility of space needs, cost of capital, operational
criticality, and balance sheet priorities.

Decision 3: If we keep it, what is the minimum standard of investment?

This is where deferred maintenance becomes a quiet destroyer of value. Underinvestment
compounds risk. Overinvestment wastes capital. The standard should be explicit and tied to
service requirements and long-run economics.

Decision 4: If we change it, what is the best monetization path?
Exit is not always “sell tomorrow.” It can include sublease, partial sale, sale-leaseback,
consolidation, redevelopment, or a mission-aligned repositioning. In the nonprofit context,



redevelopment can turn an outdated facility into a mixed-use, revenue-generating asset that
supports long-run sustainability.

GOVERNANCE: HOW TO RUN REAL ESTATE LIKE A PORTFOLIO

The core governance shift is moving from building-level decisions to portfolio-level decisions.

That means:

A single source of governance for inventory and costs

A common underwriting template for every site

A repeatable decision cadence (monthly reporting, quarterly reviews)

Clear accountability for action items

A portfolio plan that is revisited annually, not reinvented every time a lease renews

Well-established asset management guidance emphasizes using data to support organizational
objectives, align assets with strategy, and produce both financial and non-financial value.

This is exactly what most organizations want from leadership & stewardship: fewer surprises,
better decisions, and clearer tradeoffs.
consistent underwriting inputs
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GOVERNANCE DECISION TREE

Start

Evaluate asset/site using

Finish &
Implementation

Capital Plan, approved actions,
timeline, expected
benefit/outcomes

Needs Analysis

Is the site required for operations

‘ ' project or set of equipment?

Economics Purpose
Is the cost and condition profile . | ' Is the site/asset right sized and
acceptable relative to alternatives? fit for purpose for the next 24 to
60 months? Does site/asset
support strategic plan?




KPI DASHBOARD

Annual — Value
Creation

Core KPIs: Portfolio size trend; net

Quarterly -
Strategic Alignment

Core KPIs: Portfolio size trend; net
savings achieved vs plan; capital

recycled into mission or growth savings achieved vs plan; capital
Rt SRR recycled into mission or growth
:‘;:L:E':fe_sf'q :thjr:c:;?:sllr;:flgr%fc; initiatives; reduction in single-

. > point-of-failure sites
maintenance estimate; capex
planned vs actual; compliance and Why it matters: It measures
safety |tcem.s oP?? vs clt-)s.ed; whether the portfolio is getting
proplc.ertles In exit/reposition more efficient over time. Annual is
pipeline
Why it matters: It forces
prioritization and keeps the
portfolio aligned to strategy. This is
where you stop fighting fires and
start managing trajectory

where the board should be able to
Monthly — Risk Management

approve next year’s plan - with
clarity

Core KPls: Total occupancy cost; cost per square foot (or per unit served);

utilization rate; vacant/underutilized square footage; lease expirations (12/24

months); work order volume and response time

Why it matters: It shows operating drag and near-term risk before it becomes a
surprise These are the run-the-business metrics

COMMON PITFALLS AND HOW TO AVOID THEM

Pitfall: Treating real estate as a facilities problem, not a leadership decision
Fix: Real estate optimization requires executive sponsorship because it touches operations,
budget, staffing, and mission delivery.

Pitfall: No decision-grade data
Fix: Build the inventory and cost baseline first. Portfolio optimization work repeatedly points to
accurate, well-organized data as the backbone of the process.

Pitfall: Optimizing one site at a time
Fix: Portfolio-level decisions create better outcomes because you can consolidate, trade off
locations, and sequence capex intelligently.

Pitfall: Capex whiplash
Fix: Replace “emergency capex” with a prioritized pipeline and minimum standards. Deferred
maintenance becomes predictable only when it is measured and scheduled.
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WHAT GREAT LOOKS LIKE IN 90 DAYS, 180 DAYS & 12 MONTHS

First 90 Days
e A complete inventory of owned and leased assets
¢ A clean cost baseline and lease abstract summary
e Initial risk register (condition, compliance, renewal cliffs)
e Afirst-pass “keep /invest/ reposition/ exit” classification

By 180 Days
¢ Asset scorecards for the full portfolio
¢ A prioritized execution plan with sequencing and expected benefits
¢ A capex plan aligned to condition and strategy
¢ Initial actions completed (quick wins): renegotiations, consolidations, subleases, risk
closure items

By 12 Months
¢ A portfolio plan embedded in annual budgeting
¢ Quarterly governance cadence in place
¢ Real savings captured and measured
¢ Capital recycled into higher-impact uses
¢ A live dashboard leadership can rely on

This timeline is intentionally achievable. The goal is not perfection. The goal is decision-quality
clarity and forward momentum.

WHAT MCNEILL CAPITAL DOES IN PRACTICE

McNeill Capital operates as an outsourced real estate asset management function for leadership
teams that want institutional-grade discipline without building a full internal group.

We help clients:

Create a complete portfolio inventory and decision-grade baseline
Underwrite owned and leased assets consistently

Build and execute a portfolio optimization plan

Improve governance, reporting, and accountability



Coordinate with legal, tax, appraisal, brokerage, engineers, and internal teams
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Our role is not to replace attorneys, brokers, or contractors. Our role is to make sure the
organization makes the right decisions, in the right order, with clear economics and clear
accountability.

APPENDIX A: DATA CHECKLIST (WHAT WE COLLECT)

Property register (owned and leased)

Lease documents and key terms (rent, escalations, renewals, options)

Operating expenses and utilities by site

Maintenance history and open work orders

Capital projects history and planned projects

Insurance policies, claims history, and risk notes

Occupancy and utilization data (headcount, program usage, throughput)

Any restrictions: covenants, donor restrictions, zoning constraints, mission commitments
Map and location notes (access, logistics, service area relevance)

DISCLAIMER

This whitepaper is for informational and planning purposes only and does not constitute legal, tax,
or accounting advice. Real estate decisions should be coordinated with qualified counsel, tax

advisors, and appropriate internal stakeholders.
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