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A Primer on Occupancy Rates
by Stuart Wade

elf-Storage operators have often declared their fa-

cility is 90% occupied, but did you know there are

three ways to express occupancy; physical, unit
and economic? Physical occupancy is based on the
percentage of leasable square feet that is occupied. Unit
occupancy tells what percentage of total available units
are rented. Economic occupancy is the most revealing
and most relevant metric for a self-storage operator. It
requires a bit more computing to come up with a reli-
able economic occupancy, but this measurement gets
to the heart of what an operator cares about, profitabil-
ity. Economic occupancy essentially measures how
much income the facility is taking in compared with
what it could bring in without discounted or unpaid
(delinquent) space.

Self-storage operators should be aware of what each of
these occupancy metrics really measures and how each
can be used to reveal the current business dynamics of
the property. Current generation self-storage operating
software can quickly calculate these percentages, but
doing so without the aid of this software will ensure the
correct data has been “mapped” or entered into your
software program. More importantly, knowing how
to calculate these percentages yourself will give you a
much deeper insight into what these percentages rep-
resent in your facility and may reveal some imbedded
value.

Physical Occupancy:

To calculate physical occupancy, you must first calcu-
late the total leasable square feet within your facility.
Remember that leasable square footage is different than
gross square footage. If you've correctly mapped your
unit sizes into your software, leasable square footage is
easily uncovered there. To calculate physical occupan-
cy, divide the amount of square footage under lease by
the total square footage in inventory. For example, say

a facility offers 45,315 rentable square feet and 34,725
is currently leased, this facility is 76.6% physically oc-
cupied.

Unit Occupancy:

Unit occupancy takes into account the total number of
units offered for rent (facility’s or owner’s units exclud-
ed) and compares it to the actual number of units rent-
ed. To calculate unit occupancy, divide the number of
units rented to customers by the total number of units
at the property. For example, the above referenced fa-
cility has 362 units and 249 units are rented, this facility
has 68.7% unit occupancy.

Comparing unit occupancy with physical occupancy
can reveal consumer demand. This can aid an opera-
tor in setting rental rates and gives some insight into
the unit mix configurations should you decide to ex-
pand or convert units at the property. Using the above
example, the facility is 76.6% physically occupied and
has 68.7% unit occupancy. Because the physical occu-
pancy exceeds the unit occupancy, on the surface this
would lead an operator to conclude that larger units
are in more demand than smaller units. On the other
hand, if unit occupancy exceeded physical occupancy,
one could come to the opposite conclusion. Howev-
er, remember that unit pricing may also have a mate-
rial effect on the specific occupancy for unit sizes so
make sure to study your market and the rates of your
competitors. For mature and fully stabilized proper-
ties (where physical occupancy is more than 85%), the
delta between unit and physical occupancies shouldn’t
exceed 4 or 5 percentage points.

Economic Occupancy:

Economic occupancy measures the dollars that the oc-
cupied units are actually bringing in, factoring in all
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discounts, concessions and over 30 days aged receiv-
ables. To calculate economic occupancy, one must first
quantify the Gross Rent Potential (GRP). The GRP is
figured by multiplying the standard monthly rental rate
of each unit size by the total number of units in your
inventory. Next, take the actual rental receipts and di-
vide this by the GRP to calculate economic occupancy
(some operators ignore late fees collected and others
include late fees, as it is a component of rent collect-
ed). So let’s use our example from above, 45,315 rent-
able square feet and our GRP is $42,142, if we are 100%
tull at our standard rates. If we collected $31,252 in
rents for any given month, our economic occupancy is
74.1%.

Conclusion:

So the question operators need to ask themselves is
100% physical or unit occupancy your goal? It shouldn’t
be. It is my experience that 85% to 90% should be the
target for physical and unit occupancy, because that is
when a property is maximizing its profitability while
keeping an appropriate amount of units for rent. We
all understand that it makes everyone feel good to say
you are 100% occupied, but we have found that it can
lead to some very unproductive situations. First, your
manager runs out of units to rent and is forced to turn
away customers which may breed complacency. Sec-

ondly, if there is this much demand for available units,
I sense youre leaving money on the table and your
rents should be escalated. Lastly, if you and all oth-
er self-storage operators in your market are operating
at or near 100%-+/- occupancies, rest assured another
facility will be developed, thus increasing supply and
making the market more competitive than ever.

Economic occupancy is another story altogether. With
the economic occupancy metric, operators should
strive for as high as possible, exceeding 100% is feasible
and commonly done in strong markets by good oper-
ators. Let me illustrate, say your facility only has two
10x10s vacant and your standard rate for these 10x10
units is $100 a month. You can push the street rate to
$120 or greater on the remaining two units, if you rent
these two units for $120 or more, the net effect of this
is that it’s possible to have a unit size that is 100% phys-
ically occupied and economic occupancy at something
greater than 100%.

So, the next time your banker or friend asks about your
occupancy, ask him which metric he wants, physical,
unit or the one that really matters — economic. MM

Stuart Wade joined The Nicholson Companies (AAAA Self Storage
Management Group) in 2004 and has been involved in the self
storage asset class since that time. He is the Argus Self Storage
Sales Network representative for Virginia ¢ Maryland. He can be
reached at (757) 618-3597 or swade@thenicholsoncompanies.com.

You're Invited!
Self-Storage Regional Investment Webinars

Join self-storage experts from around the country to learn valuable information about the
investment market in your region. Argus Broker Affiliates will discuss topics including:

Capital Markets
Investment Sales Trends

Valuation and Cap Rate Trends
Deal Structure

Choose your region below and call 1-800-55-STORE to RSVP. Space is limited!

Texas: June 3, 10:30am Central
Western Region: June 4, 10:00am Pacific
Northeast Region: June 5, 10:30am Eastern

Southeast Region: June 17, 10:30am Eastern
South Central Region: June 18, 10:00am Central
North Central Region: June 19, 10:00am Central



Property Showcase

¢ Self-Storage Development Site

e 9.82 Acres

e 81,000 RSF Proposed and 95
RV Spaces

e Currently zoned CS -
Commercial Services

¢ Excellent visibility from I-25

¢ Access via heavily-traveled
Struthers Rd.

¢ Strong market occupancy

Joan Lucas
720-855-6587
jlucas@selfstorage.com

Kansas City Metro Portfolio e call for Offers
» Offers due May 30, 2014

¢ 3-Property
Portfolio N EW!
268,085 Total RSF
1,473 Total Units
17.71 Total Acres
Institutional grade
investment portfolio
¢ Onsite leasing offices
¢ Excellent traffic counts
¢ Highest growth area in
Kansas City metro

Larry Goldman, CCIM
913-339-0641
Igoldman@selfstorage.com

Cortez, CO °
NEW!

e 231 Units

e 41,250 RSF

e 8.2 Acres

¢ Excellent visibility and access

from Hwy 491 in Cortez
750 SF Office

¢ Ancillary income potential
¢ Expansion potential

Joan Lucas
720-855-6587
jlucas@selfstorage.com

Sheffield Village, OH

166 Units
37,220 RSF
3.76 Acres
High quality, well built facility
Low maintenance
requirements
¢ 7,600 SF office warehouse
building can be rented or
converted to CC storage
¢ Security system, lighting and
keycard access gate
Alec Pacella, CCIM
& Michael Venesky
216-455-0886
apacella@naidaus.com
mvenesky@naidaus.com

Daytona Beach, FL - $885,000

¢ Self-Storage Conversion
Opportunity

* 4.32 Acres N EW!

e Truck terminal that can be
converted to self-storage 7%

¢ Located four minutes from I-95§
in the Daytona Business Park *

¢ Just north of Volusia Mall,
Daytona National Speedway

and Daytona International
Airport

Dwight Selby, CCIM
386-238-4456 x304
dselby@selbyrealty.com

Spring, TX e $6.00 PSF

¢ Self-Storage Development Site

Up to 325,920 GSF NEW!

Up to 7 Acres

Perfect site for self-storage

Will divide

Located on north side of FM

2920, just 10 minutes south

of ExxonMobil’s new 365

acre office campus

o Extraordinary residential and
commercial growth in the
immediate area

Bill Brownfield, CCIM
713-907-6497
brownfield@selfstorage.com




Sells Self Storage Nationwide!

* Over $113 million in self storage properties currently for sale, with prices ranging from $220,000 to over
$7,200,000 million to meet the needs of every buyer.

» For property details, broker information and helpful industry articles, visit www.argus-selfstorage.com or
contact your local Argus Broker Affiliate listed on the back of the Market Monitor!

Alabama Mississippi

Pinson $1,270,000 Bill Barnhill/Shannon Barnes 251-432-1287 Brandon $650,000  Bill Barnhill/Stuart LaGroue 251-432-1287
Stuart LaGroue 251-432-1287 Canton $850,000  Bill Barnhill/Stuart LaGroue 251-432-1287
Theodore $300,000 Bill Barnhill/Stuart LaGroue 251-432-1287 Leland $220,000 Bill Barnhill/Stuart LaGroue 251-432-1287

Arizona 3-Prop. Portfolio$4,500,000 Bill Barnhill/Stuart LaGroue 251-432-1287
Bullhead City ~ $680,000 Jeffery A. Gorden 480-331-8880 New Hampshire
Fort Mohave ~ $500,000 Jeffery A. Gorden 480-331-8880 Claremont $290,000  Joe Mendola 603-668-7000
Tucson $1,100,000 Jeffery A. Gorden 480-331-8880 New Jersey
Tucson SOLD!  Jeffery A. Gorden 480-331-8880 Branchvile ~ $1,300,000 Linda Cinelli 908-722-5661

Arkansas Hackettstown ~ $4,400,000 Linda Cinelli 908-722-5661
Hiwasse $599,000 Larry Goldman 913-339-0641 Montague $1,600,000 Linda Cinelli 908-722-5661

California Pemberton $975,000  Linda Cinelli 908-722-5661
Vallejo In Contract Tom de Jong 408-282-3829 New Mexico
Vallejo $1,850,000 Tom de Jong 408-282-3829 Mesilla Park ~ $625,000  David Etzold/Noel Woodwell 915-491-9610
Woodland $6.50 PSF Tom de Jong 408-282-3829 New York
Yreka $493,700  Tom de Jong 408-282-3829 Hicksvile ~ $4,200,000 Linda Cinell 908-722-5661

Colorado Islip $3,995,000 Linda Cinell 908-722-5661
Colo Springs ~ $2,700,000 Joan Lucas 720-855-6587 Middietown ~ $450,000 Linda Cinelli 908-722-5661
Colo Springs ~ $7,200,000 Joan Lucas 720-855-6587 Modena $995,000  Linda Cinell 908-722-5661
Grand Junction $1,650,000 Joan Lucas 720-855-6587 Monticello ~ $4,500,000 Linda Cinelli 908-722-5661
Loveland $2,400,000 Joan Lucas 720-855-6587 Peekskill $3,500,000 Linda Cinell 908-722-5661

Florida PortJervis  $1,600,000 Linda Cinell 908-722-5661
Daytona Beach $885,000 Dwight Selby 386-238-4456 North Dakota
Lake City $325,000 John W. Hill 386-362-3300 .

New Port Richey $425,000 Chuck GreylJeff Grey ~ 727-849-2424 Watford City - $1,200,000 Bruce Bahrmasel 312:618-3550
St. Augustine  $2,200,000 W. Frost Weaver 904-265-2001 Ohio )

Georgia Canton $2,500,000 Alec Pacella/Michael Venesky 216-455-0886
Douglasville $1,625,000 Mike Patterson 770-241-9070 Canton $1,150,000 Alec Pacella/Michael Venesky 216-455-0886
East Point $1,475,000 Mike Patterson 770-241-9070 Cleveland $2,300,000 Alec Pacella/Michael Venesky 216-455-0886
Villa Rica $1,200,000 Mike Patterson 770-241-9070 Elyria SOLD!  Alec Pacella/Michael Venesky 216-455-0886
Villa Rica $880,000 Mike Patterson 770-241-9070 Painesville Call Broker Alec Pacella/Michael Venesky 216-455-0886
Winston $292,000 Mike Patterson 770-241-9070 Sheffield Vill. ~ $1,050,000 Alec Pacella/Michael Venesky 216-455-0886

Washington CH $355,000  Alec Pacella/Michael Venesky 216-455-0886

""S;'Vs}”e $990,000 Lary Goldman 0133390641 Zanesvile  $585,000  Alec Pacella/Michael Venesky 216-455-0886
Dupo $895,000  Larry Goldman 913-339-0641 Oklahoma

Kansas Moore $1,450,000 Jared Jones 918-583-3483
KC Portfolio  Call Broker Larry Goldman 913-339-0641 Oregon
lola $530,000  Larry Goldman 913-339-0641 Klamath Falls  $649,000  Steve Boldish 541-776-1031
Junction City ~ $1,895,000 Larry Goldman 913-339-0641 Klamath Falls  $1,495,000 Steve Boldish 541-776-1031
Topeka $1,795,000 Larry Goldman 913-339-0641 Pennsylvania

Louisiana Bechtelsville  $1,350,000 Chuck Shields 610-828-0100
Bossier City ~ $1,098,000 Tyler Trahant/ 817-840-0055 Matamoras ~ $1,100,000 Linda Cinell 908-722-5661

Michigan Stuart LaGroue/Shannon Bames 251-432-1287 Olyphant $850,000  Chuck Shields 610-828-0100
Lapeer $785,000  Jim Soltis 810-494-2062 Texas , ,
Sturgis $369,000  Jim Soltis 810-494-2062 Fort Worth $4,600,000 Tyler Trahant/Richard Minker  817-840-0055

Missouri Spring $6.00 PSF  Bill Brownfield 713-907-6497
Arnold $1,330,000 Larry Goldman 913-339-0641 Virginia
Branson West  $895,000 Larry Goldman 913-339-0641 Chesapeake ~ $900,000  Stuart Wade 757-618-3597
Lee’s Summit  $2,650,000 Larry Goldman 913-339-0641 Portsmouth $2,100,000 Stuart Wade 757-618-3597
Mount Vernon  $1,100,000 Larry Goldman 913-339-0641 Williamsburg ~ $6,490,000 Stuart Wade 757-618-3597
Sunrise Beach $1,870,000 Larry Goldman 913-339-0641 Wisconsin

Milwaukee $2,262,000 Matson Holbrook 414-270-4108



for more information.

information.

Congratulations to Jeff Gorden, CCIM of Eagle
Commercial Realty Services who sold Broadway Self
~ Storage in Tucson, AZ! Contact Jeff at 480-331-8880

Congratulations to Tom de Jong, of Colliers In-
ternational who represented the buyers of East Elk
Grove Self Storage in Elk Grove, CA and StorTyme
g in Reno, NV! Contact Tom at 408-282-3829 for more

ARGUS SALES

Argus Welcomes New Broker Affiliate

Gilbert Enciso, of Torrey Pines Commercial, joins Argus as the Broker Affiliate representing
Southern California. Gilbert has over 25 years of experience in commercial real estate and
offers his clients high level advisory services tailored to their specific needs and goals. Gilbert
can be reached at 858-874-8777 or gilbert@torreypinescommercial.com.

¥ Congratulations to Joe Mendola, of NAI
| Norwood Group who sold 495 Self Storage in
Tewksbury, MA! Contact Joe at 603-668-7000
for more information.

Congratulations to Michael Venesky of NAI
Daus who sold R&M Mini Storage in Elyria,
OH! Contact Michael at 216-455-0886 for
more information.

Contact an Argus Broker Affiliate

NORTHEAST

Guy Blake, CCIM

Linda Cinelli, CCIM, CEA
Joseph Mendola

Chuck Shields

SOUTHEAST
Bill Barnhill, CCIM
N.J. “Joey” Godbold
Mike Patterson, CCIM
Stuart Wade

Company
Pyramid Brokerage Company

LC Realty
NAI Norwood Group
Beacon Commercial Real Estate

Omega Properties, Inc.

Percival McGuire Commercial Real Estate
Commercial Realty Services of West Georgia
The Nicholson Companies

Frost Weaver (FL Commercial Brokers Network) Weaver Realty Group, Inc.

NORTH CENTRAL

Bruce Bahrmasel

Alec Pacella, CCIM & Michael Venesky
Larry Goldman, CCIM

Mike Helline & Paul Grisanti, CCIM
Matson Holbrook, CCIM & Max Schultz
Jim Soltis

SOUTH CENTRAL

Bill Barnhill, CCIM

Bill Brownfield, CRE, CCIM

David Etzold & Noel Woodwell

Larry Goldman, CCIM

Mike Helline & Paul Grisanti, CCIM
Jared Jones, CCIM

Richard D. Minker, CCIM & Tyler Trahant

WEST

Steve Boldish, CCIM

Tom de Jong

Gilbert Enciso

David Etzold & Noel Woodwell
Jeffery A. Gorden, CCIM

Larry Hayes

Joan Lucas

Jason Wilcox, CCIM

Landstar Realty Group

NAI Daus

RE/MAX Best Associates

Grisanti Group Commercial Real Estate
Siegel-Gallagher, Inc.

Preview Properties.com

Omega Properties, Inc.

MKP Self Storage LLC

Etzold & Co.

RE/MAX Best Associates

Grisanti Group Commercial Real Estate
Porthaven Partners

CASE Commercial Real Estate Partners

Oregon Self Storage Brokers

Colliers International

Torrey Pines Commercial

Etzold & Co.

Eagle Commercial Realty Services
Hayes & Associates

Joan Lucas Real Estate Services, LLC
RAVEN Commercial Real Estate

Phone

845-522-5900
908-722-5661
603-668-7000
610-862-1645

888-801-4534
704-632-1027
770-241-9070
757-618-3597
904-733-0039

312-518-3550
216-831-3310
913-339-0641
502-253-1811
414-270-4108
810-494-2062

888-801-4534
713-907-6497
915-845-6006
913-339-0641
502-253-1811
918-583-3483
817-335-5600

541-776-1031
408-282-3829
858-874-8777
915-845-6006
480-331-8880
406-728-0088
720-855-6587
206-919-7643

Territory
Upstate NY, Western CT

Northem NJ,NY (NYC, Long Island)
MA, ME, NH VT, Eastern CT
Eastern PA, Southern NJ, DE

FL Panhandle

NC, SC

GA

MD, VA

North, Central & South FL

Northern IL, Northern IN
OH, Western PA

KS, MO, Southern IL
KY, Southern IN

WI

MI

AL, MS, LA

South & Central TX
West TX

AR

TN

OK

North TX

OR
Northern CA
Southern CA
NM




