
In these difficult economic times, you may be wor-
ried that the office or retail property that you 
manage will go into bankruptcy. Performing 

operations more efficiently than ever before by paying 
increased attention to basics like appearance, security, 
maintenance and repairs, marketing, and rent collec-
tion may make a difference. But a property manager 
can help the owner avoid bankruptcy by doing more 
than just focusing on traditional responsibilities: You 
can assess what issues are causing financial strain and 
work with the owner and the owner’s lender to create 
a plan of attack to stop the bleeding. 

 Often, owners don’t visit their properties on 
a regular basis, so they don’t see firsthand the 
things that are diminishing their profits. No one 
is better qualified to pinpoint and offer solutions 
for losses than the property manager who sees 
them everyday.

Act as Line of Communication 
A loan to a property owner is based on the belief 
that the owner’s business will be solvent and prof-
itable, and that the owner will be able to repay the 
loan according to its terms. But when an owner 
begins to struggle, the lender becomes concerned 
that he will go into bankruptcy—which severely 
complicates the lender’s ability to recoup what it 
already has spent on the owner.

 This is exacerbated when an owner either 
doesn’t want to or is scared to communicate 
with the lender about his finances, leaving the 
lender with no idea of what is going to happen to 
its money. Because a lender wants to recoup its 
investment, it probably will be willing to work 
with a struggling owner to improve its bottom 
line; however, a lack of communication makes it 
less likely that a lender will help the owner avoid 
bankruptcy. 

 With permission from the owner, a property 
manager can work with the lender via a finan-
cial consultant to show that the owner and it are 
bringing value to the property—and, therefore, to 
the lender’s loan—which makes the lender more 
amenable to doing a loan restructure or some 
other type of workout.

Make Improvements Before 
Approaching Lender
Before you have a dialogue with the lender 
regarding the status of the property, you should 
improve it as much as possible. Henry Lorber, 
director of the real estate practice at Atlanta-
based Hays Financial Consulting, LLC, suggests 
that property managers work with owners to 
make sure the office or retail property stays full 
and well maintained. 

 “From the lender’s perspective, if a property is 
not being well managed, it is more likely to move 
against the property and potentially push it into 
a bankruptcy without doing a workout with the 
owner,” says Lorber, who has more than 35 years 
of experience in successful creative restructurings 
and disposition of troubled real estate loans and 
properties. “A lender is more likely to work with 
the owner where he and the property manager 
are doing the best they can in a bad market,” he 
points out.

 To keep the building full, convince the owner 
to give concessions to existing tenants that need 
help and/or prospective tenants. An empty build-
ing effectively costs almost as much to operate as 
one that is full, and looks terrible to lenders. Air 
conditioning, cleaning services, and other expens-
es still are necessary, so you don’t save any money 
on an empty space. 

Work with Lender to Keep Property Out of Bankruptcy
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Market Yourself as Information Source
After you think that the property is confidence-
inspiring for the lender, you need to ask the 
owner to allow communication between you and 
the lender, through a financial consulting firm 
that works with distressed and insolvent busi-
nesses that will act as the intermediary between 
the owner and lender. The consulting firm knows 
what the lender wants and needs when a borrower 
is struggling, and you are the source of much of 
that information. Essentially, you would report 
your observations and suggestions for improve-
ment to the consultant, who would deliver them 
along with its own information to the lender. 

 The owner may be wary of allowing you to 
get involved, especially if it has been handling the 
situation ineffectively until now. Sell your ability 
to do this to the owner just as you sold the pack-
age of your skill set and experience to him to get 
hired initially. Tell the owner that you are the 
best person to help him save the property from 
going into default because you are the source of 
the information that the lender needs to make a 
favorable decision. “The bottom line is that the 
property manager’s information is just about the 
most valuable information that the owner and 
consultant have,” says Lorber.

 The consultant also builds the same kind 
of case as it would have done if it had been the 
consultant to the owner for the initial loan. It 
presents a report to the lender including what 
the property is capable and not capable of, the 
pro forma over the next three to five years, and 
the interest rate the struggling owner can pay. 
The report is compiled largely from the status 
of the property, which includes things that only 
the property manager may know, like down 

units, fires, or vandalism—which greatly affect 
the status. 

Communicate Efforts, Proposed Plan 
to Lender 
The property manager is the crucial piece of the 
puzzle when a struggling owner needs to work 
with the lender to stay out of bankruptcy. The 
owner can’t simply tell the lender that he has a 
problem and ask what the lender can do to help. 
“The lender doesn’t have the solution, it doesn’t 
know the property, it simply made the loan,” 
observes Lorber. Owners must give lenders the 
problem and the solution simultaneously. And 
this comes mainly from the property manager’s 
information. 

 Instead of asking the lender to fix its situation 
for it, the owner should let its property manager 
craft a realistic plan for improvement—even if it 
is a 1 percent reduction in interest, or an interest 
waiver for a certain period of time—and give it to 
the consultant. “The only way to get where you’re 
going and avoid bankruptcy court is that plan,” 
says Lorber.

 As the property manager in this situation, you 
must not only try to turn the property around 
with your plan, but also tell the lender, via the 
consultant, that you are doing it. “It doesn’t mat-
ter if you are doing the world’s greatest job, if you 
are unable to tell someone,” Lorber advises. To 
make it easier for the lender to help the owner, 
that is exactly what it needs to know.

Insider Source
Henry Lorber: Managing Director, Hays Financial Consulting, 
LLC, Atlanta Financial Center, 3343 Peachtree Rd., Ste. 200, 
Atlanta, GA 30326-1420; (404) 926-0056; hlorber@hayscon-
sulting.net.
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➤ Brace Lender for Alternative Use Risk
If you are going to appease a lender by filling vacant space with alternative use tenants like medical facilities, 
swap meets, or government agencies, how can you determine that they are viable? You don’t want a tenant that 
will move out after a short period of time, making your property look even worse to the lender.

 “It’s high risk with alternative use, but it could turn out well and you have to grab the chance at a tenant 
rather than stay dark,” says Henry Lorber, of Hays Financial Consulting, LLC. But, he stresses, you must tell 
the lender that you are doing it. Lorber says that when you lease to an alternative use tenant, you have to warn 
everyone that it is an alternative use. If the tenant doesn’t work out, the owner and lender know that they were 
allowed to make an informed choice to approve the lease. “You need to preface it so that everyone realizes that 
this is not a be-all and end-all, that there are issues and risks to it,” he stresses. 

 Although it is a risk, it is better than empty space for which you never recapture the rent. If you fill space with 
a new tenant for even a few dollars per square foot, it’s a few dollars more than you had yesterday, says Lorber. 
An owner can’t wait for the ideal tenant unless he has very deep pockets. “The market is falling, not rising, and 
if you don’t grab the tenant today, it may not be there tomorrow,” Lorber emphasizes.


