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“When the going gets tough, the
tough get going.” - Mom
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Freedom @ Responsibility

EVERYTHING!
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50-100% Annual Returns

Leveraging Your PM Biz as Your
#1 Investment Vehicle
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EVERY.
SINGLE.

EVERY.
SINGLE.
YEAR.

Are you ready?
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FIGURE P-1

Multiple of S&P 500 total return
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Characteristics of Outsider CEOs

e Capital allocationis a CEO’s most important job

e What countsinthe longrunis theincreasein per share
value, not overall growth or size.

e Cash flow, not reported earnings, is what determines
long-termvalue.

e Sometimes the best investment opportunity is your
own stock.

e With acquisitions, patience is a virtue...as is occasional
boldness
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What is your job as business
owner?

Wning the Financial Outcome 1.0

Define your
> target.

Get clear. = }' Stay on track.

21



ﬁnpw

Accounting Standards
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www.narpm.org/education/narpm-accounting-standards
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4. Financial Metrics

Basic ratios that describe financial

. These are y

Labor % of Income: The % of PM Income spent  Facilities % of Income: The % of PM Income

on Labor. Formula below:
Labor (63003 + 64003)

PM Income (4100s + 4200s)

spent on Facilities. Formula below:
Facliites (6100s)

PM income (4100s + 4200s)

Direct Labor % of Income: The % of PM Income  Payroll Taxes & Benefits % of Income: The %

‘spent on Direct Labor. Formula below:
Direct Labor (6300s)

PM Income (4100s + $200s)

of PM Income spent on Payroll Taxes & Benefits.
Formula below:
Payroll Taxes & Benefits (65003)

PM income (4100s + 4200s)

10/19/2021
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Six Do-or-Die Metrics:

Profitability

Unit Churn

Revenue Per Unit
Direct Labor Efficiency Ratio
Expenses as a % of Rev.

Unit Acquisition Cost
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Residontial Property Managor
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Financial Benchmarks Guide
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A shocking statistic:

Average profitability in the property
management industry is 6%

The good news:

Average profitability of the top quartile
of most profitable companies is 25%

mRPM”

Accounting Standards
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Wning the Financial Outcome 1.0

; Define your
S—— target.
Get clear. H Stay on track.
. £ )
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Owning the Financial Outcome 2.0:
Capital Allocation for 50-100% Returns
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People: Not as a cost to be minimized,
but as an investment to be leveraged.
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Sales & Marketing: Not as a hassle to
be outsourced, but as a fundamental
organizational skill set to be invested
in, mastered and operationalized.
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Technology: Not as a threat to the
status quo, but as an exciting
opportunity to transform the status quo.
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Acquisitions: Not as an evil process in
which all the minnows get eaten by
sharks; but rather as an opportunity for

minnows to become sharks.
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Characteristics of Outsider CEOs

e Capital allocationis a CEO’s most important job

e What countsinthe longrunis theincreasein per share
value, not overall growth or size.

e Cashflow, not reported earnings, is what determines
long-termvalue.

e Sometimes the best investment opportunity is your
own stock.

e With acquisitions, patience is a virtue...as is occasional
boldness

44

NUMBER:
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GOAL: 50-100% Return on Invested
Capital in 12-24 Months

avéu.
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3 Key Types of Capital Allocation
in Property Management
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How can we invest in the capacity
for growth through people tech
and marketing?
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How can we invest in the catalyst
for growth through people tech
and marketing?
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ROIC CASE STUDIES

e Acquisition Case Study (Marketing)
e Technology Case Study
e People Case Study

10/19/2021
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e % of S % of
Income Income

Income

4100 Residential PM Income 1,138,163 % 1587251 58%

4200 Other PM Income. 468575 20% 1164545 42%
Total Income 1606738 100% 2751796 100%
Exponsos

6100 Facilitios 186,971 2% 288814 10%

6200 Now Ownor Advertising 70826 % 61457 2%

6300 Diroct Labor 516085 2% 801736  29%

6400 Managomont Labor 262,681 16% 426833 16%

6500 Payroll Tax & Bonefits 184.914 12% 248022 o

6600 Other Operating Exponse 22672 14% 443,825 16%
Total Expenses 1488089 0% 2270686  83%
Net Operating Income 162589 10% 481,110 [y
Increase in NOI (from priot year) 318,521
Invested Captal (S400K Dawn + S300K Financed Over 3 Years 507,892
Roturn on Invested Capital C

2020

1612925
1,396,424
3,009,349

346,441
67.99
815622
373502
231813
584,410
2419784

589,565

426976
615,784
L

% of
Income
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ROIC CASE STUDIES

e Acquisition Case Study (Marketing)
e Technology Case Study
e People Case Study

57
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2021
2016 2017 2018 2019 2020 _
(Annualizd)
Total Income 1,049,480 1,314.218 1,564,638 2,022,747 2,236,119 2,897,411
Direct Labor 439,074 423,440 410,100 581,054 605,376 624,800
DLER 24 3 3.8 35 3.7 46
DL % of Income 42% 32% 26% 29% 27% 22%
Invested Capital 4,115 21,854 28,457 30,026 42,533 51,404
Increased NOI 90,584 66,225 110,182 302,372
fetim collnvestad 166% 186% 210% 319%
Capital
Return on Invested ’
5 [
Capital (w/ 1- lag) 349% 288% 316% 448%
e Acquisition Case Study (Marketing)
e Technology Case Study
e People Case Study
2017 RN apq RO ypig  MOT g WO
Income Income Income Income
Total Income 95179846  100% 14S873850  100% 171745554  100% 193636004  100%
Exponses
6100 Facilties 7425383  7.80% 11405285 7.82% 14830687  B64% 13144818  6.79%
6200 Now Ownor Advertising 4401581  4.62% 5895047 404% 1950758  114% 1240087  084%
6300 Direct Labor 30807529 32.37% 41603331 28.52% 48245813  20.00% 53293844  27.52%
6400 Management Labor 24286875 2552% 28574845 1059% 34300085 19.97% 38551105  19.91%
6500 Payrol Tax & Bonefits 7436613  T.88% 7884833 541% 9352837  545% 11350696  5.86%
6600 Other Oporating Expense  108.883.19 1123%  168.37587 1161% 20748727 1557% 16588038  B.57%
Total Expanses 851,060  B9% 1,123,000  77% 1354460 To% 1,341,686 6%
Net Operating Income 100729 11% 35720 23% 362,086 2% 504,674 3%
Marketing Labor 3123202 56,806.62 69,439.41
Marketing Consultant 31,000.00 850000
Total Invested Capital 62332.92 65,306.62 69,439.41
Increased NOI 234.698.76- 27,251.37 258,945.04
Return on Invested Capital 21% 145%
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3 Crucial Discip
Profitability

10/19/2021
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The size of the investment vehicle
determines the potential size of the
return.
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Wning the Financial Outcome 1.0

; Define your . |
b E__f//‘ target.
Get clear. ﬁ Stay on track.
4 N
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Owning the Financial Outcome 2.0:
Capital Allocation for 50-100% Returns

3 Crucial Discip
Profitability

66
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How can we invest in the capacity

for growth through people tech

and marketing?
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How can we invest in the catalyst
for growth through people tech
and marketing?

DIY Metrics
Calculation Tool

Email me @ daniel@pmprofitcoach.com
| Subject line “NARPM”
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DIY Metrics

Calculation Tool

Email me @ daniel@pmprofitcoach.com
\ Subject line “NARPM”

Thank you.

Visit us at www.PMProfitCoach.com

Contact me at daniel@pmprofitcoach.com
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