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Collection Rates Indicate Resident Acceptance of Submetering

By Brian Brittsan
President, Wellspring International

I‘d argue that there is widespread
AErecment AMONE Property owners
that implementing an utility-cost
recovery program is an invesiment
that generates very high returns,
There are countless examples of
successful utility-expense-recovery
programs paying back their initial
investment in less than 48 months.
But as the popularity of submeter-
ing and ratio wtility billing (RUBS)
has grown, so have the incidents
of underperforming projects, low
collection rates and strained tenant

relations that compromise returns.
Indeed, the downside to utility-
cxpense recovery is that a poorly
run program can lead to move-out
decisions by existing residents.

The good news is, recovery pro-
grams, when properly implemented,
do not negatively impact occupancy
and minimally impact rental rates.

Five years ago, many apartment
owners were dragging their feet when
it came to the idea of recovering utili-
ty expenses. Among their most press-
ing questions: “How will my residents
react to another bill?" and “What if
they move down the street?”

In the years since, however, it has

.

become apparent these concerns
were unfounded. The National Asso-
ciation of Home Builders’ (NAHB)
2002 study, What Renters Want,
reveals that utility expenses and
submetering are rarely an issue in
residents’ decision to move oul.
According to the survey, when asked
why renters move out, the no. | rea-
son renters move out was buying a
home and no. 2 was relocation. Utili
ty expenses and submetering were
nowhere in the Top 15.

Clearly, residents decouple urility
expenses from the larger “where to
live” questions. And for owners,
property net rent (after paying for

utilities) will be higher if the resi-
dents pay for what they use. In other
words, residents will conserve more
and cost less. It's a win-win situation.
And what does submetering mean
for property values? The energy
crunch of the 1970s and 1980s result-
ed in 85 percent of North American
apartments being individually
metered and billed for energy. If the
industry’s progress through the year
2003 is any indication, properties
have more capitalized value, produce
higher returns and are more attrac-
tive to both buyers and renters when
utilities are excluded from the rent.
But while the financial benefits of







