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Cost of an Empty Building

Understanding what it means and how to do it

Donovan Rypkema, PlaceEconomics
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A Problem for Who
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A MIGHT SEEM LIKE A PROBLEM FOR ONLY THE PROPERTY
OWNER BUT A VACANT BUILDING MEANS THAT A BUSINESS WASN'T OPERATING.
PAYCHECKS WERE NOT WRITTEN. SALES TAXES WERE NOT COLLECTED, AND UTILITY
BILLS WERE NOT PAID

A Buiding sting vacan! might seem ke a problem for only ™ property ownee Bt o vocant
buiing means thet o busness wosn! operoting poychecks were not writien, soles s
ware not collected and utiity bils were nof pald That lack of economic actvty i aso part
of the cost of an empty bulding For this onalyss, iInformation providied by @ survey of Main
Street deacion won wed On average the rerd in North Caroling Man Street communties i
around S8 7% per square 100t per yeor One of the mos! common new Dusinesses 10 open n
Main Street comemuntios wos o Coffes shop A common saw for g coffes shop & 2500 squore
foet-roughty the saome size of 0 typecal ground floor of 0 Man Street bukdng

Using those factors and e typedl operating siotement of o cofes shop o reosoncbie
shmate con be mode of Be “lon! opportunty” for the community # st one 2500 squore
foot space says empty for O yeor
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Utility
Companies

*$4700 utilities,
telephone, internet

Workers

¢ $56,800 that business

* 531,500 owner’s
compensation &
profit

¢ 524,100 workers
A EE

State
Government

*$15,000 sales tax

Local
Government
Media

*$6200 marketing,
advertising, PR

*$100 propertytax
*$5000 sales tax

Suppliers

*$1300 M&R
*$500

printing/copying

*$900 supplies

Building Owner

*S$8400 rents
©S5040 in property
value

Professional

; Banks
Services

. 539,500 loans
©52700 insurance

: 52200 fees &
premiums interest
#5900 legal & acct +$17,000 deposits

*$500 property mgt



Rent as an estimating tool for Sales Volume

Gross Commercial

Annual Rent

3% to 8%
Sales

Volume (Annual)




Rent as an estimating tool for Sales Volume

Gross
Annual
Sales
Volume

Commercial
Rent 3% to 8%

(Annual)




Rent as an estimating tool for Sales Volume
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$24,000 6% $400,000

(Rent as Share (Gross Sales

(Annual Rent) of Volume) Volume)




Jsing Standardized
Data to make
Reasonable
Generalizations




http://www.rmahg.org/annual-
statement-studies/

Statement
Studies ana
Aggregated

Business Data

http://www.bizminer.co m/




Annual Average Revenue, Income & Expense (%)

2011 2012 2013 2014 2015
Hevenue 100.00% | 100.00% | 100.00% | 100.00% | 100.00%
Inventory (% Hevenue) 19.62% 18.36% | 18.36% | 17.92% 18.50%
Cost of Sales 5080% | 53.69% | 53.75% | 53.46%  52.72%
COS-Labor Portion 0.27% 0.59% 0.59% 0.63% 0.49%
Gross Profit 4920% @ 46.31% | 46.25% | 4654% 47.28%
Salary-Wages 5.93% 5.44% 5.44% 511% 5.85%
Contract Labor-Commissions 0.84% 0.56% 0.56% 0.83% 1.13%
Hent 10.01% 8.93% 8.93% 8.74% 8.61%
Advertising 1.88% 2.16% 2.16% 2.03% 1.93%
Benefits-Pension 0.23% 0.22% 0.22% 0.22% 0.21%
Insurance (non-health) 0.69% 0.80% 0.80% 0.83% 0.78%
Taxes Paid 2.24% 1.76% 1.76% 1.70% 1.85%
Sales, General, Admin & Misc 11.43% | 13.54% | 13.54% | 13.22% | 12.60%
EBITDA 15.94% | 1290% | 12.83% | 13.85% 0.00%
Interest paid 0.58% 0.54% 0.54% 0.53% 0.35%
Home Office Expense 0.41% 0.63% 0.63% 0.56% 0.42%
Amortization & Depreciation 0.87% 0.87% 0.87% 0.95% 0.84%
Total Expenses 35.11% | 3545% | 35.45% | 34.72%  3457%
Net Profit 14.09% | 10.86%  10.80% | 11.82% | 12.71%
Total Direct Labor & NP 2112% | 1745% | 17.39% | 1839%  20.18%
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Using Statement Studies and Aggregate Business Data

sentative

business type * Will not be perfect
ﬂn_ e Reasonable, defensible
Convert Amounts to approach for generalized
Percentages conclusions
w  Using well established,
P—— national data, and

adjusting for local

situation
.El *p‘y !ercentages to

Volume



Wik

Bmldlng —

j 110




6 Steps to “Cost of an Empty Building”

Report “Foregone
Estimated Sales Expenditures” by
Volume Category

Cost Categories




Cost of an Empty Building for 1 Year

Enter Annual Rent Amount Rent

Advertising

Bank & Credit Card Fees
Interest

Consultants

Insurance

Maintenance

Payroll

Payroll Taxes

Postage

Suppies
Utilities/Telephone/Internet
Security

Miscellaneous

Loss in Property Value

Loss in Sales Tax to State
Loss in Sales Tax to City
Loss in Property Tax Revenue




Cost of an Empty Building for 1 Year

Enter Annual Rent Amount $18,000| Rent $18,000
Advertising $2,104
Bank & Credit Card Fees S701
Interest $1,870
Consultants $1,636
Insurance 5468
Maintenance $468
Payroll $32,260
Payroll Taxes S4,442
Postage $2,805
Suppies $2,104
Utilities/Telephone/Internet $3,740
Security $234
Miscellaneous $2,805

Loss in Property Value $8,640

Loss in Sales Tax to State $11,688
Loss in Sales Tax to City S2,338
Loss in Property Tax Revenue $130







Any Questions?
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