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Cost Benefit Analysis of Professional Management

At some paint in time, every self storage facility owner
wonders whether they want 1o continue operating their
own place. The question then comes up as to where they
should turn for help to get rid of their headaches of run-
ning a facility, while still maintaining ownership and profit
from the property. The main guestion that persists is how
to justify the cost of a management firm.

Here is whera a cost benefit analysis done by a profes-
sional management firm comes in. We do these free for
individuals who are looking at possible management.

Recently, we presented a management proposal to an
owner of a 4-property portfolio, and he asked us to pre-
pare a cost benefit analysis to help him in his decision-
making process. We looked at the management sum-
maries, potential revenue reports, rent surveys and also
visited the sites. What we found was typical of properties
that have been operating for a long time, are relatively full,
and making a lot of money for their owners. We found the
following results.

@ Occupancy - Most properties in the portfolio were
over 30% occupied, but two properties deserved a closer
look. The first was 98% occupied. What does that tell us?
It says the rents are too low! If we raised the rents across
the board and maintain a 92% occupancy rate, we would
raise the income by $12,000 per year. The second proper-
ty was at 85% occupancy and had been there for multiple
years. The assumption was  4epn0
that the market was saturated 40000
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@ Delinquency - You don't like auctions? This owner
only held two auctions per year. Once the tenants realized
this, they knew they could wait to pay their rent until the
week before the auction. In addition, if they paid their
delinguent bill, the manager would waive most of the late
fees. Our company's delinquency rate for May was 2.4%.
Our goal is 3% or less. If in four months we can get this
delinquency rate to 3%, this will save the owner about
$9,600 per year in delinguent rent, not to mention the late
fees he will collect each month.

C@' Late Fees - Always charge two late fees per month if
your state law permits. This gives your tenants an incen-
tive 1o pay now versus waiting until the next rent payment
is due. It also helps offset the amount of work your man-
ager and home office staff have in collecting late rent. If
the owners adopted our method, the dollars collected on
behalf of the owner would be $6,300.

@ Administration Fees - Do you still take deposits on
your rental units? Does your competition? People look at
the total move-in cost when considering renting a unit. If
you charge a security deposit in addition to the first
month’s rent, you may be at a disadvantage against the
competition. Additionally, the paperwork reduction by not
refunding deposits is truly significant. At $10.00 per unit,
the owner will 2arn an additional $9,450 over the course of
a year.
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