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INTRODUCTION
To stay competitive in an increasingly crowded commercial real estate 

investment market, asset managers are tasked with sourcing new ways 

to improve net operating income (NOI). Not an easy task and often 

made more difficult when market fluctuations occur and rents soften.  

This requires looking beyond traditional revenue streams to find other 

ways to improve asset returns. One of those areas where asset managers 

can “hunt” for more value is operating expense and efficiency. 

Of course, everyone knows that there is value to be found within the 

operations expense side of an income statement. However, this area is 

often bypassed by asset managers in lieu of other activities. Why? 

Because currently there is no easy, cost effective way to ensure a 

building is performing at optimal efficiency and delivering the highest 

NOI possible. Today the process to accumulate the data, analyze and 

take action can be complicated, siloed and extremely time consuming. 

Given this complexity, assets may not be operating at maximum 

efficiency and value not fully optimized. 
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INTRODUCTION

The good news is that there are cost effective and highly efficient solutions now 

available to help streamline that process and a very small percentage decrease in 

operating expenses can translate into millions in value creation. 

Operating expenses can significantly impact a building’s bottom line, and with  
an estimated $650 billion1 spent on operating expenses in the US commercial real 

estate industry, finding a better way to manage these expenses can result in 

significant value creation. 

Given the financial upside, finding and implementing a better 

process to optimize asset performance will be well worth it!

BOTTOM LINE  

Without ensuring buildings are operating most efficiently and understanding how they 

compare against other buildings in the market, asset and property managers cannot 

maximize the asset’s true potential — leaving millions of dollars on the table in value.

Did you know that, with just a 1% decrease across all 

operating expenses in the US, over $105 billion in additional 

commercial real estate asset value can be created?2$105B

1  $650B calculated using the total SF in Office, Industrial, Retail & Multifamily asset classes per the Costar Group 

2017 Mid-Year National Reports and NMHC tabulations of 2012 Rental Housing Finance Survey microdata, US 

Census Bureau updated 8/2015; multiplied by OPEX per square foot of $9.47 according to Waypoint dataset 

information 

2 Estimated 1% savings of $650billion with weighted average cap rate of 6.23% from CBRE Cap Rate Survey First 

Half 2017
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CHAPTER 1
WHY OPERATING EXPENSES? WHY NOW?

As the CRE market ebbs and flows, monitoring and lowering operating expenses helps 

protect the asset as an investment, especially as many speculate how long this current 

CRE cycle will last. Much like generating revenue, lowering operating expenses has a 

positive impact on NOI and can help mitigate risk when margins are compressed. That 

said, expense reduction often takes a backseat to revenue generation. This is due to the 

complexity of managing it on an ongoing basis — requiring additional investment in 

manpower and expertise, and dragging down the return on investment of operating 

expense reduction projects.   

However, the good news is with the proper tools and approach, these opportunities  
can provide significant returns for a building and across a portfolio. 

Here we see that saving just $100K in expenses increases the property valuation by 

almost $1.5million. This is compelling and achievable. The impact of operating expense 

reduction is further magnified by the cap rate. Where it gets interesting is when you 

look at how the asset value creation equation changes across different cap rates.

BEFORE SAVINGS AFTER SAVINGS

Revenue $5,000,000 $5,000,000

Less: Expenses ($3,000,000) ($2,900,000)

NOI 2,000,000 $2,100,000

Cap Rate 6.75% 6.75%

VALUATION $29,629,630 $31,111,111

EXPENSE SAVINGS

VALUE CREATION

Value creation as multiple of savings

$100,000

+$1,481,482

14.8x
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This chart shows that even at higher cap rate levels, operating expense reduction is 

still valuable.  For a property valued at a 9% cap rate, lowering expenses can generate 

an additional $500K in value. For a property valued at a 5% cap rate,  $1.5M in 

additional value can be realized. 

CHAPTER 1: WHY OPERATING EXPENSES? WHY NOW?
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The chart below shows how valuation changes for a property with $4million in 

operating expenses.  A 1% decrease in operating expenses generates $1million in asset 

value creation at a 4% cap rate.  This is a 25X return on each dollar of savings. 

CHAPTER 1: WHY OPERATING EXPENSES? WHY NOW?

Several implications can be drawn from this chart. 

❖ Class A assets with lower cap rates stand the most to gain, so transitioning assets 

down the cap rate ladder via operating expense improvement initiatives or capex 

projects aimed at operating expense reduction will increase the value of operating 

expense savings.  

❖ Important to scrutinize operating expenses regularly as a defensive measure 

against a market downturn. When rates increase and property values fall, the Cap 

Rate Multiplier can offset those losses through operating expense reduction.
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CHAPTER 2
LET’S MOVE BEYOND EXCEL SPREADSHEETS

The Status Quo Doesn’t Cut It Anymore 

When first managing a new asset, setting a budget and forecasting requires making 

educated assumptions based on the information provided from the previous owner 

as well as industry and market knowledge. But, setting an accurate budget requires 

more than anecdotes – it requires year over year analysis, ongoing market 

comparisons and fully understanding the ebbs and flows of the building, including 

tenancy, contracts, projects and operating expenses. For asset and property 

managers, this process is complicated and fraught with potential for error. 

DATA IS NOT EASILY 

ACCESSIBLE 

Need to extract from siloed and 

disparate systems and manually 

pull into Excel spreadsheet.

ANALYZING DATA IS 

DIFFICULT 

Data points from different 

systems aren’t standardized, 

making it hard to compare  
and contrast across assets,  
the portfolio, and markets.

DELAYED ANALYTICS  
& REPORTING 

Given data is housed in 

different departments and 

not synced, no centralized  

real time access to the 

reports and analytics.

THE TIME IS NOW
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CHAPTER 2: LET’S MOVE BEYOND EXCEL SPREADSHEETS

THE STAKES ARE HIGH  

The industry status quo of compiling and analyzing data using 

spreadsheets is incredibly inefficient. The risk is too high for investors 

to miss opportunities to improve the bottom line through expense 

reduction or other necessary cost savings. Using this archaic and 

cumbersome approach, the only way operating expenses are likely 

reduced is if there is a glaring enough variance to take note, anecdotal 

information or vendor rebidding based on contract expiration.

TECHNOLOGY IS HERE TO STAY  

With technology rapidly changing the commercial real estate environment, 

many solutions now bring more ease and efficiency to previously manual 

data collection and analysis. The next generation of technology is going to 

address how to harness this data and have it cohesively and automatically 

provide insights and analysis so you can bring greater value to assets.

THE TIME IS NOW  

As commercial rents soften across markets, the onus to continue delivering 

positive returns to investors falls onto operating expense reduction.

Improve the processes in place  
to automate data collection and 

combine currently siloed systems 

into a central dashboard

01

In order to best maximize your operating expense management efforts and unlock 

data-driven value, it is imperative to:

Encourage collaboration with your 

team and across your portfolio

03

Find a better source of truth for 

financial benchmarking

02

Focus on what is most important and 

will provide most meaningful outcomes

04

Enable transparency across your 

organization and with investors

05
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CHAPTER 3
FIVE WAYS TO IMPROVE YOUR 
APPROACH TO OPERATIONAL 
EFFICIENCY FOR GREATER RETURNS 

01 Automate Your Data Collection 

It goes without saying that technology has completely changed the way we all  
do our jobs. It provides immediate access to an array of information and turns  
a manual, time-consuming task into an automated one, freeing up time to analyze 

data and apply the findings to larger projects. Finding a technology solution that 

syncs with your existing platforms and helps automate data will enable your team 

to make better, faster and smarter decisions. There are a number of technology 

solutions in the market. It’s important to select the one that can help organize, 

centralize and normalize your data. 

Now that data is more easily accessed, time can be freed up to delve deeper  
into the data and identify opportunities for expense reduction. Under the current 

status quo, low value and high frequency expenses — such as cleaning and security 

— are often overlooked until the contract renewal period; going through a 

comparative process within a portfolio or comparing to the local market by 

digging through already outdated industry reports has proven fruitless. 

THE TIME IS NOW
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CHAPTER 3: IMPROVE YOUR OPERATIONAL EFFICIENCY APPROACH

But what if now that data was more easily accessible? Comparisons can be made 

across the portfolio and if every building was using the same cleaning service, that 

could open the opportunity to rebid the entire range of assets. This can yield a 

sizable cost savings and ultimately improve NOI for the portfolio. With data more 

accessible and organized, it’s time to put the data into context.

One healthcare REIT was able to identify a $200,000 

cost savings by implementing a centralized way of 

organizing operating expense data.$200K

02 Find a Better Source of Truth 

Benchmarking operating expenses against a building’s competitive set is one of 

the only true litmus tests of how it is performing. But, how valid is this “data” 

when it is typically shared anecdotally and potentially out of context? This is 

where it is imperative to identify access points to accurate data to help establish  
a true comparison.

SOURCE INDUSTRY RESOURCES 

Many industry organizations publish reports specifically to provide 

comparative insights across markets and asset classes and enable asset 

and property management teams to see their buildings’ macro level 

performance. These reports can provide great insight, but with each 

submarket and building comes nuances that should be taken into 

account. Contacting your local BOMA or other industry association 

is a great first step to better understand your building’s performance.
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FORM AN INFORMAL PEER GROUP 

An informal roundtable group among similar, competitive buildings 

in the same submarket is a way to exchange best practices or 

approach challenges in a collaborative setting. Certainly, there would 

be a spirit of friendly competition, but it could help drive returns 

across the entire submarket.

With tools in place to begin to normalize performance data, 

it is now time to collaborate and develop a new process.

CHAPTER 3: IMPROVE YOUR OPERATIONAL EFFICIENCY APPROACH

03 We’re All in This Together…Collaboration Is Key 

A building’s greatest asset is the team working to make it operate smoothly and at 

peak performance in order to keep tenants happy and ultimately improve returns 

and NOI. By automating data collection, the team now has time to focus on 

maximizing the building’s operations. Empower your team to identify opportunities 

to help achieve optimal performance and encourage them to take an active role in 

understanding how these efforts improve the asset value.
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INVOLVE YOUR TEAM 

Engaging the building’s team in the management of operating expenses 

can often yield ways to uncover hidden value and crowdsourcing the 

group’s ideas is one way to involve the team further. Because this takes 

into account many different perspectives, innovative and new 

approaches are brought forward that may have been overlooked simply 

because of the operational siloes. Create a regular cadence for these 

meetings and have the team bring ideas along with a business case for 

their ideas. This not only will uncover value for the building, but will 

also improve employee engagement and productivity.

CHAPTER 3: IMPROVE YOUR OPERATIONAL EFFICIENCY APPROACH

EXTEND YOUR COLLABORATIVE NETWORK 

There are also opportunities to collaborate across an entire portfolio 

to better identify ways to streamline procurement or consolidate 

contracts to reduce operating expenses. Regional and market-level 

property and asset management meetings to exchange ideas will 

harness a friendly competition among buildings that will ultimately 

benefit the entire portfolio. By creating a regular cadence and 

providing teams with a thought-sharing platform through an 

existing tech solution, the conversation can be ongoing. Keeping up 

with the collaboration is key to being able to identify opportunities 

quickly and then being able to take action.

The current process of reporting inherently means there is a lag time between closing 

the books and receiving the variance and budget reports. There is even more time 

invested between receiving the reports, reconciling these reports and then analyzing 

for variances. Often times information can be overlooked when manually sifting 

through spreadsheets with a lot of data and there is also a risk for human errors. 

04 Focus On What’s Most Important 

To Improve Bottom Line
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Then, by the time all of these reports are compiled and analyzed, it is time to move 

on to the next month’s reporting process leaving minimal time to dig into the data 

and uncover opportunity – especially if your team does not fully understand how 

valuable these operating expense reductions could be to the asset. 

So, how do you more easily identify what’s important 

to improve operational efficiency and take action? 
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CHAPTER 3: IMPROVE YOUR OPERATIONAL EFFICIENCY APPROACH

One way is to update the reporting process so the 

accounting team is responsible for highlighting the 

largest variances before sending to the property 

management team so they do not need to spend as 

much time sifting through the data and can 

immediately begin to research these variances.

Between collaboration and updating the reporting process, the data should be more 

readily available. Lastly, engaging all stakeholders in operating expense data and its 

performance will help drive better management. 

Also, as discussed in Chapter 1, reviewing and analyzing building performance 

across the portfolio, and keeping in mind the cap rates of different markets, you 

will be able to better identify where you can get the “biggest bang for your buck.”

05 Draw Back the Curtains 

One way to build a more transparent culture is to make the roll-up report available 

to the entire organization. This also may encourage other buildings in the portfolio 

to improve their own operating expense performance when they see how the cost 

saving efforts are driving NOI. But, ultimately, it allows everyone to see how their 

work is directly improving the asset value.

THE TIME IS NOW



THE TIME IS NOW 15

CHAPTER 4
NEXT WAVE OF CRE TECHNOLOGY 
MAKES OPTIMIZING OPERATING 
PERFORMANCE EASIER

Asset and property managers are tasked with improving NOI, but do not have 

the tools to effectively view the data and insights they need without forgoing 

other equally important tasks, making it nearly impossible to ensure the building 

is running at the highest operational efficiency. 

Everyone knows that there is value to be found within the operations side of a 

business. But until now it has been too costly to manage on a constant basis 

because the data needed to identify the highest potential points of savings is 

usually spread across disparate systems and locations. Monitoring it consistently 

takes energy away from higher-impact activities.  

There needs to be a way to centralize data, provide analytics that identify 

opportunities and facilitate collaboration across teams. Investing in a reporting 

tool that can consolidate all the relevant information to provide a portfolio-wide 

perspective quickly pays for itself by highlighting immediate opportunities.

THE TIME IS NOW
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CHAPTER 4: THE NEXT WAVE OF CRE TECHNOLOGY

THE TIME IS NOW

Tech to the Rescue 

There are a number of solutions on the market that can automate data collection 

or provide custom reporting. However, only one is able to arm your asset team 

with accessible and actionable property analytics and financial insights across 

your portfolio. 

The Waypoint platform provides centralized, standardized data so that you can 

easily pinpoint the areas where you should focus to optimize performance and 

value. This allows you to instill effective operating expense management into 

every part of your CRE business.

THE TIME IS NOW 16
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The Waypoint Solution allows your team to improve efficiency in data 

collection by normalizing operating expense information across assets. 

It will also allow you to compare your building across your portfolio 

and against other competitive properties in your market using building-

supplied data – not anecdotes. Waypoint can help you focus on what’s 

important with automatic monthly updates and variance reporting. 

With a simple intuitive interface, you and your teams can quickly flag 

opportunities, collaborate, assign work, and receive email notification 

updates. Expense and financial outliers are automatically identified so 

you can more quickly communicate with teams to take action, track 

performance and drive better results 

With Waypoint, everyone on your team — from asset managers to the 

investors — can see what they want, when they want. This streamlined 

process saves considerable time while helping CRE professionals realize 

untapped value in their portfolios.

For more information on how Waypoint can help you 

optimize asset performance and unlock hidden value in your 

portfolio, visit waypointbuilding.com and request a demo.

CHAPTER 4: THE NEXT WAVE OF CRE TECHNOLOGY
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Contact Us

847 SANSOME STREET, SUITE 300, 
SAN FRANCISCO, CA 94111 

415.738.4730.  

INFO@WAYPOINTBUILDING.COM 

WWW.WAYPOINTBUILDING.COM


