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EXECUTIVE SUMMARY

Organizations that rely on physical locations to deliver services or revenue should manage real
estate and facilities as one portfolio, under one operating system. Separating “real estate” (leases,
buildings, occupancy costs) from “facilities” (equipment uptime, maintenance, safety, readiness)
creates gaps that show up as surprises: emergency repairs, deferred maintenance, budget
overruns, operational downtime, compliance issues, and missed opportunities to recycle capital.

The recommendation is straightforward. Combine real estate asset management and facilities
asset management into a single program with decision-grade data, a unified capital plan, and an
executive governance cadence. This approach consistently reduces total cost of occupancy and
maintenance, improves reliability, and strengthens long-term flexibility. It also improves
accountability because leadership can see which locations are performing, which assets are
deteriorating, and where investment is required versus optional.

McNeill Capital’s framework treats every location as both a financial asset and an operating
platform. We build a full inventory of properties and critical equipment, underwrite each site for
cost, condition, utilization, and risk, and then run a structured decision process that results in an
execution plan and a KPI cadence leadership can rely on.

WHY REAL ESTATE AND FACILITIES MUST BE MANAGED
TOGETHER

For large organizations, 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 equipment that made sense three
years ago but not today.

Real estate decisions are often handled through finance, legal, or administrative functions. The
focus is usually leasing terms, occupancy cost, capital projects, and space planning. Facilities
decisions are often handled through operations and maintenance teams. The focus is uptime, work
orders, preventive maintenance, safety, and vendor coordination. Both groups are doing real work,
but separation causes predictable problems. Firstly, cost decisions drift away from reliability
outcomes. A lease looks “cheap” until downtime, repairs, or staffing requirements create hidden
costs. Second, capital is often allocated without a unified view. Deferred maintenance grows
quietly, and major replacements arrive as emergencies rather than planned investments. Third,
leadership lacks one portfolio-level picture. Decisions are made building-by-building instead of
across the portfolio, which leads to suboptimal sequencing and missed consolidation
opportunities.



A combined asset-management program solves this by treating the entire footprint as a managed
portfolio with shared objectives: operational readiness, cost efficiency, capital discipline, and risk
control.

THE REAL ESTATE OPTIMIZATION MANDATE

Optimization is not a cost-cutting exercise. It is a portfolio discipline that improves outcomes

without weakening mission delivery or operational capacity.

Operational Fit
Each site and system supports how the organization actually operates today, and how it is likely
to operate over the next 24 to 60 months.

Financial Efficiency
Total cost is managed, not just rent or maintenance in isolation. Leaders can see the full economic
picture of each location.

Capital Flexibility
Capital is recycled from underutilized or non-core assets into higher-return uses such as mission
programs, growth initiatives, technology, staffing, or balance-sheet resilience.

Risk Control

Risks are identified early and managed through a consistent plan rather than emergency response.
This includes safety, compliance, condition, equipment end-of-life exposure, and operational
single points of failure.

When these four goals are managed together, organizations reduce unplanned costs, improve
service continuity, and regain control of the asset base.

THE COMBINED ASSET MANAGEMENT FRAMEWORK

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

Step 1: Inventory
Build a complete inventory across two categories:
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Real Estate Inventory:

Owned properties, leased sites, subleases, easements, parcels, storage, and all space
commitments.

Facilities and Equipment Inventory:

Critical equipment and systems by site. Examples include HVAC, electrical switchgear, emergency
power, life-safety systems, refrigeration, pumps, compressors, controls, and any specialized
operational equipment required to deliver service.

The output is a single, centralized asset register that becomes the source of truth. It links sites,
systems, and costs.

Step 2: Baseline the economics

Create a location-level cost baseline that reflects the full cost to operate each site.

Real estate costs typically include rent or carrying costs, taxes, insurance, utilities, and common
area charges.

Facilities costs include internal labor, contractor spend, parts, preventive maintenance, corrective
maintenance, inspections, and emergency repairs.

Most organizations underestimate this baseline because costs are split across departments and
vendors. Consolidating the picture is where clarity starts.

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: Underwrite each site
Underwriting does not need to be complex to be effective. The goal is decision-grade clarity, not
perfection.

Utilization and operational roles: What does this site enable, and what breaks if it fails?

Condition and lifecycle exposure: What is the current condition of the building and major systems,
and how close are they to end-of-life?

Reliability profile: What is the recent history of downtime, repeat failures, and service disruptions?

Cost trajectory: What is this site costing today, and what is it likely to cost over the next 3 to 5
years?

Constraints: Lease constraints, donor restrictions, zoning constraints, compliance requirements, or
mission obligations.

The output is an asset scorecard per site that leadership can compare side by side. owners,
timelines, and vendor coordination.




Step 5: Govern
Real estate and facilities 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.

THE DECISIONS LEADERSHIP MUST BE ABLE TO ANSWER

A combined real estate and facilities program should allow leadership to answer these questions
at any time:

Which locations are essential to service delivery or revenue generation?
which sites are drifting into high cost, high risk status and why?
Where is deferred maintenance accumulating, and what is the plan to reduce it?



Which critical systems are single points of failure, and what redundancy exists?

Which leases or service contracts create renewal cliffs in the next 12 to 24 months?

Which investments reduce risk and long run costs, versus simply keeping the lights on?
What is the 12 to 24 month capital pressure, and what is the 5-year replacement schedule?

If leadership cannot answer these clearly, the organization is reactive instead of managed.

GOVERNANCE DECISION TREE

Start

Evaluate asset/site using
consistent underwriting inputs

(f‘ D
Finish &
Implementation
Capital Plan, approved actions,
timeline, expected
benefit/foutcomes
X )
Economics
\_/
Is the cost and condition profile
acceptable relative to alternatives? u

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

Needs Analysis

Is the site required for operations
or mission delivery? What are the
sources and needs to support a
project or set of equipment?

Purpose

Is the site/asset right sized and
fit for purpose for the next 24 to
60 months? Does site/asset
support strategic plan?

This is exactly what most organizations want from leadership & stewardship: fewer surprises,
better decisions, and clearer tradeoffs.



THE KPI DASHBOARD FOR GOMBINED REAL ESTATE AND
FACILITIES ASSET MANAGEMENT

The KPI dashboard is the operating system. It creates visibility, accountability, and a repeatable

decision cadence.

The most effective dashboards are consistent, simple, and portfolio-level. They show both “what
is happening” and “what it means.”

Below is a client-ready KPI dashboard structure that integrates real estate, facilities, and
equipment across monthly, quarterly, and annual reporting. All values shown in this section are
illustrative and should be replaced with client-specific actuals during implementation.

KPI DASHBOARD

Quarterly -
Portfolio Health & Risk

Core KPIs: Capital project status
(planned v. actual), equipment condition
rating, end of life forecast, service
contract performance, maintenance cost
psf/per operating hour (site specific)

Why it matters: It forces prioritization
and keeps the portfolio aligned to
strategy. This is where you stop fighting
fires and start managing trajectory

Annual — Value
Creation

Core KPls: Net reduction in deferred
maintenance backlog, venue by
venue invest / maintain / reposition
decisions, 5 vear replacement
schedule by system class, single
points of failure addressed (backup
power, redundancy, critical pumps)

Why it matters: It measures
whether the portfolio and

the board should be able to
approve next year's plan - with
clarity

Monthly — Operating Rhythm

Core KPIs: Availability %, MTTR, MTBF, Preventive Maintenance compliance,
downtime hours, inspection completion rate, downtime hours by cause
(weather, equipment failure, staffing, parts delay), critical equipment reliability

Why it matters: It shows operating drag and near-term risk before it becomes a
surprise. These are readiness, reliability, and cost control metrics

Annual reporting is what makes this board ready. It creates a clear narrative: what was spent,
what risk was reduced, what reliability improved, and what needs funding next.



GOVERNANCE: WHO REVIEWS WHAT, AND WHEN

Monthly Review
- Monthly review (operations & finance)
+ Portfolio dashboard roll-up
« Site scorecards
* Top recurring work orders and repeat failures
+ High risk issue aging report

Quarterly Review
- Deferred maintenance trend and capex execution
- Equipment lifecycle exposure and replacement schedule changes
+ Contract and vendor performance
- Seasonal readiness plan or operational readiness plan
- Portfolio actions: keep, invest, reposition, exit progress

Annual Review
+ 5-year capital plan and funding plan
+ Portfolio optimization actions for the next year
+ Risk reduction priorities and redundancy investments
« Formal approval of sequencing and governance expectations

This governance cadence is where the value compounds. It prevents drift and keeps the portfolio
aligned with strategy.

GOVERNANCE: WHO REVIEWS WHAT, AND WHEN

Failure mode: Maintenance is always reactive
Symptoms include frequent emergencies, high overtime, repeated failures, and unreliable opening
readiness.

Solution: Establish PM compliance targets, create a reliability baseline, and manage corrective
maintenance down over time.

Failure mode: Capital spending is disconnected from risk reduction
Symptoms include constant spending with limited improvement in uptime or condition.

Solution: Tie capex to risk and reliability outcomes, and require each project to state what it
prevents, what it improves, and what it costs to delay.
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Failure mode: Real estate footprint keeps growing

Symptoms include space creep, unused storage, redundant buildings, and unnecessary leased
sites.

Solution: Inventory the footprint and enforce utilization and consolidation reviews as part of
quarterly governance.

Failure mode: No decision-grade view for leadership
Symptoms include surprises, inconsistent data, and a lack of confidence in the plan.

Solution: Build one source of truth, standardize site underwriting, and maintain a dashboard
cadence that leadership can trust.

WHAT GOOD LOOKS LIKE

First 90 Days

- Complete inventory of sites, leases, and critical equipment
Baseline total cost by site
Initial condition and risk register
First-pass site classification: keep, invest, reposition, exit
Draft KPI pack for leadership review

By 180 Days
- Full site scorecards and underwriting complete
- Prioritized execution plan with owners, dates, and expected outcomes
- Capex sequencing plan aligned to readiness and risk
- Contract and vendor review completed

+ Quick wins implemented (renegotiations, consolidation opportunities, recurring failure
fixes)

By 12 Months
* Quarterly governance cadence operating consistently
+ Emergency repair percentage reduced materially versus baseline
+ PM compliance sustained at target levels
+ Deferred maintenance backlog stabilized or reduced with a funded plan
+ 5-year facilities and equipment capital plan approved and defensible
+ Leadership has a durable operating system rather than one-time analysis




WHAT MCNEILL CAPITAL DOES IN PRACTICE

McNeill Capital serves as an outsourced asset management function for organizations that need
real estate and facilities managed as one portfolio.

We help clients:

+ Build a complete inventory of real estate and critical equipment

+ Create a unified cost baseline and site-level economics

« Underwrite each site for condition, utilization, risk, and lifecycle exposure

+ Implement a portfolio decision framework: keep, invest, reposition, exit

« Convert plans into execution with owners, deadlines, and vendor coordination
« Deliver monthly, quarterly, and annual KPI reporting that leadership can trust
« Create an integrated capital plan across facilities and equipment

Our role is not to replace engineers, contractors, attorneys, or brokers. Our role is to ensure the
organization makes the right decisions, in the right order, with clear economics and clear
accountability.

APPENDIX A: DATA CHECKLIST (WHAT WE COLLECT)

Real estate data

Owned property list and deeds where applicable

Lease documents and key terms (base rent, escalations, options, renewal deadlines)
Occupancy costs, utilities, taxes, insurance

Space utilization data and operational role by site

Restrictions and constraints (mission obligations, covenants, donor restrictions)

Facilities and equipment data

Critical equipment register by site (manufacturer, model, age, condition)
Maintenance history (preventive and corrective)

Work order logs and response performance

Inspections and compliance records

Service contracts, warranties, and vendor SLAs

Spare parts list and critical lead times

Known single points of failure and redundancy status
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Capital planning data

Deferred maintenance backlog estimate
Capex history and planned projects
Replacement schedule estimates by system class

Funding sources and approval process

CLOSING

The organizations that perform best, treat real estate and facilities as one managed portfolio with
a unified plan, a reliable reporting cadence, and disciplined execution. When that operating
system is in place, costs become predictable, risk declines, uptime improves, and capital decisions

become rational instead of reactive.

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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