


© 2010 Lassiter Marketing Group, LLC • masterleaseoptionmethod.com • Page 1

 Recover your utility costs quickly
and conveniently

 Increase your monthly cash flow!

What exactly is RUBS?

RUBS, or Ratio Billing Utility System, is a method of dividing utility costs among
occupants in multi-family properties. Basically, it’s a way for each resident to pay for
a fair, estimated cost of their utility usage every month. Now, there are two ways to
have your tenants pay for their own utilities. One option is to submeter the building.
This is a way of allowing you to separate your one utility meter into individual
submeters, therefore giving your tenants an accurate utility bill that is directly
correlated to their consumption. HOWEVER, submetering your property can be costly
and it sometimes can’t be done in older buildings. So what’s your solution? RUBS.

Benefits of RUBS

There are quite a few benefits to implementing a Ratio Utility Billing System. First,
no more paying your property’s utility bills! That’s right — you pass the cost along to
the tenants. After all, they are the ones who are using the utilities. Tacking on the
cost of utilities to your monthly rent will make your rents less competitive. Instead,
simply require your tenants to pay a separate bill for their utility use. Believe it or
not, most tenants expect to have to pay for their utilities. So why not send them a
monthly bill?

Setting up a Ratio Utility Billing System is pretty easy. First (and more importantly),
implementing this system requires NO initial capital investment. So, you’re able to
begin recovering your utility costs fast. Another great thing about RUBS is that the
program can be put into effect rather quickly. It’s really just a matter of choosing a
3rd party billing company and of course, letting your tenants know ahead of time.

Now, depending on the billing
company you choose, you can also
pass some convenience on to your
tenants by giving them the option of
paying their bill online. However,
regardless of what company you
choose, the bottom line is that with a
system like RUBS, you will instantly
increase your monthly cash flow. That
means you’ll have more money in your
pocket every month to make
improvements to the property or to do with as you please.
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 Requires
installation

 Higher cost
 Set up may be

difficult

 No installation
required

 Low cost
 Easy to

implement

What is Submetering and How is it
Different from RUBS?

Submetering is the implementation of a system that allows the property owner to bill
tenants for individual metered utility use. This allows the tenant to pay the actual
cost of their utilities each month.

Unlike RUBS, submeters make it
possible to convert one meter into
separate individual units and provide a
more accurate bill. This encourages
water and energy conservation
because the tenant can see the direct
relationship between their
consumption and how much they pay
each month.

However, there are a few limitations
with adopting a submetering system:

 The plumbing in the building
can make it difficult to install submeters

 There may not be enough space to install the unit
 Local regulations may prevent the installation
 Installing submeters can be expensive (up to $300 per unit!)

Basically, RUBS is a simple, cost effective alternative to
installing a submetering system.

How are monthly bills calculated?

Okay, so you’ve decided that RUBS might be a smart choice for you. Next, you have
to determine how you’d like to calculate the utility cost for each tenant. Of course,
your service company you choose will most likely recommend what is best for you,
but there are several different formulas you can choose from.

Typically with all RUBS formulas, the total amount of your monthly utility bill is
reduced by 10-20% to account for common area usage. This is the only cost that
you would be responsible for each month. Next, the amount less the common area
cost is allocated among the tenants based on a pre-calculated formula. Remember,
RUBS is not a way to calculate the actual usage, but provides an approximation for
the utility usage for each unit.
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Several factors are used to calculate usage include:

 occupancy
 square footage
 number of bathrooms

Again, your RUBS service provider will discuss your options with you and help you
determine what works best in your unique situation. But, more than likely they’ll use
one of the three formulas below…

Example of a RUBS Formula Based on the
Number of Residents:

Let’s pretend you have a building with
100 units that all have the same
amount of square footage. And, you’re
lucky enough to have 100%
occupancy. Here is a sample of
calculation you might use:

Total number of residents: 100
Total amount of utility bill: $1,125.00
Common area percentage: 10% of the
building

Determine the cost for common area
usage: $1,125.00 x .10 = $112.50

Subtract this amount from total bill: $1,125.00 - $112.50 = $1,012.50

Next, divide this amount by the number of residents:
$1,012.50/100 = $10.13 per resident

Each resident will receive a utility bill of $10.13.

Example of a RUBS Formula Based on
Square Footage:

Maybe you’d like to determine the individual bills based on square footage or you
have several different units that vary in size. Whatever the reason, here is a sample
calculation:
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Total amount of utility bill: $1,125.00
Total square footage: 88,000 sq ft
Total amount of livable space: 80,000
sq ft
Common area percentage: 10%

Determine the cost for common area
usage: $1,125.00 x .10 = $112.50

Subtract this amount from the total
bill: $1,125.00 - $112.50 = $1,012.50

Next, divide this amount by the total
square footage (less the common area
space):
$1,012.50/80,000 = $0.0126562 utility cost per square foot

Next, multiply the cost per square foot by the square footage of the apartment:
800 square foot apartment
$0.0126562 x 800 = $10.12 per resident

Each 800 sq ft apartment will receive a utility bill of $10.12.

Example of a RUBS formula based on a
combination of occupants and square

footage:

This allows you to factor in not only how much square footage a tenant is using, but
it also accounts for how many people live in the unit. Therefore, you won’t bill a unit
with one occupant the same as another unit with 2 occupants.

Total amount of utility bill: $1,125.00
Percentage of bill based on square footage: 50%
Percentage of bill based on number of occupants: 50%
Common area percentage: 10%

Total number of residents: 180
Total square footage: 88,000 sq ft
Total amount of livable space: 80,000 sq ft
Square footage of each apartment: 800 sq ft
Number of residents per apartment: 2

First, determine the cost for common area usage: $1,125.00 x .10 = $112.50
Subtract this amount from the total bill: $1,125.00 - $112.50 = $1,012.50
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Always check the laws in your
area before implementing a
RUBS program

Next, to determine the amount per square foot, multiply the total bill (less the
common area usage) by the percentage allocated for square footage (in this case,
it’s 50% since we are basing the other 50% on occupancy):

$1,012.50 x .50 = $506.25
$506.25/80,000 = $0.0063281 utility cost per square foot

Multiply this number by the total square footage of each apartment:
$0.0063281 x 800 = $5.06 this is the amount each apartment owes based on area

Next, multiply the total bill by the percentage allocated to occupancy (50%).
$1,012.50 x .50 = $506.25

Divide this by the total number of residents:
$506.25/180 = $2.81 per resident

Add both the amount allocated for square footage ($5.06) to the amount allocated to
each resident ($2.81).
$5.06 + $5.62 = $10.68 per apartment with total number of 2 residents
$5.06 + $2.81 = $7.87 per apartment with 1 resident

Each unit with 2 residents will receive a bill for $10.68
Each unit with 1 resident will receive a bill for $7.87.

How Do You Implement a RUBS Program?

As mentioned earlier, it is fairly simple to start using a RUBS program in your
property. However, there are a few limitations that may exist. First, you must check
with the local and state laws in your area. Some states require you to use a specific
allocation formula, and others (very, very few) do not allow the use of a RUBS
program. Nevertheless, be sure to double check that you can implement this
program.

Also, be sure to disclose the use of the
RUBS program in your lease agreement.
Tenants won’t like the surprise of a utility
bill if they weren’t expecting one. That
also goes for your existing tenants. It is
important that you send out a lease
addendum to everyone currently living in
your building to make sure they are aware
of the change. I would also recommend
giving them at least 30 days to soak it all in before they get a bill in the mail.

The next step is choosing a 3rd party billing provider. This is a company that will
handle all of your monthly billing calculations, and will collect the monthly utility
payments from your residents.
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Some Advice:

Make sure you choose a company that provides the following:
 The ability to meet your needs and goals
 Excellent customer service
 An online payment option that’ll make your tenant’s lives a little easier

Also, it is up to you to decide who is responsible for the collection process. It is up to
you to decide if you’d like your property management company to be responsible, or
the billing provider.

Services that Provide Both RUBS and
Submetering

So, are you interested in passing your utility costs over to your tenants? If so, here
are some companies that will provide exactly what you’re looking for:

Studebaker Submetering - http://www.studebakersubmetering.com/

ista North America – http://www.ista-na.com/

Commercial Water and Energy Company -
http://www.commercialwaterenergy.com/index.php

Sierra Utility Billing – http://www.sierrabilling.com/

Disclaimer: Rules regarding Ratio Utility Billing Systems and Submetering vary from state to state, so be
sure to check with your local laws before moving forward. Formulas and calculations provided are for
demonstration only. Please consult a reputable billing service before implementing this program.


