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Handling Tenant Defaults and Auctions in
the Storage Facility Business

The self-storage industry is a resilient and growing sector, offering property
owners consistent income streams and strong demand across both residential
and commercial markets. However, one of the unavoidable realities of the
business is dealing with tenants who default on rent. When defaults occur,
operators must balance business efficiency with regulatory compliance and public
perception. Auctions, while sometimes necessary, are the final stage in a process
that must be carefully managed to avoid legal pitfalls and reputational harm.

This article explores the practical, legal, and strategic considerations involved in
handling tenant defaults and auctions in the storage facility business.

Understanding Tenant Defaults




A tenant default typically occurs when rent is not paid on time, as outlined in the
rental agreement. In most jurisdictions, self-storage leases are month-to-month,
with payment due on the first of the month and a brief grace period provided.
Once that period expires, the account is in arrears.
Common causes of default include:

« Financial hardship such as job loss, illness, or unexpected expenses.

« Abandonment of units when tenants relocate or downsize.

» Disputes over fees, contract terms, or facility policies.
For facility operators, recognizing early signs of potential default (late payments,
bounced cheques, or frequent communication issues) is key to proactive
management. Early outreach—phone calls, reminder notices, or emails—can
resolve many cases before they escalate.

Legal and Regulatory Framework

Unlike residential tenancies, self-storage rentals are considered commercial
contracts governed by local self-storage lien laws or similar statutes. These laws
typically give operators the right to place a lien on the tenant’s stored property if
rent is unpaid. However, they also impose strict rules regarding:

« Notice requirements (written notifications sent by mail, email, or both).

» Waiting periods before property can be seized or auctioned.

« Advertising auctions publicly, often in local newspapers or online platforms.

« Conduct of the auction (fair, transparent, and open to the public).
Failure to comply with these regulations can expose the operator to lawsuits,
fines, or claims of wrongful disposal. For this reason, every facility should work
with legal counsel to draft lease agreements that are compliant with provincial or
state laws and include clear remedies for non-payment.

Steps in the Default Process

The process typically unfolds as follows:
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. Late Notice & Grace Period
2. A courtesy notice is sent once the account becomes overdue. Many
operators apply late fees to encourage prompt payment.

3. Lien Notice

4. If the tenant does not respond, a lien notice is issued informing them of the
operator’s intent to seize and auction the contents if the balance is not paid
within a specified timeframe.

. Lockout

6. Operators may deny access to the unit until payment is made. This step
must be handled carefully, ensuring that it is explicitly allowed in the rental
agreement.

. Auction Preparation

. If the tenant remains in default, the facility schedules an auction. Contents
are inventoried, and the sale is advertised as required by law.
9. Auction & Disposal

10. The auction is conducted, proceeds are applied to the outstanding balance,

and any surplus is returned to the tenant. Unsold or low-value items may

be discarded.
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Auctions: Best Practices and Pitfalls

While television shows have popularized the idea of storage auctions, the reality
is far less glamorous. Auctions are primarily a loss-recovery tool, not a profit
center. Most sales yield less than the outstanding balance.

Best Practices for Auctions:

« Ensure clear documentation of all notices, fees, and procedures.

« Use reputable auctioneers or online platforms to maintain fairness.

« Protect sensitive items (e.g., personal documents, medical records) by
shredding or secure disposal rather than auctioning.

« Communicate professionally with tenants to avoid escalation or negative
publicity.

Common Pitfalls:

« Conducting an auction without proper notice or advertising.

« Selling items that should have been excluded (e.g., vehicles with title
complications).

« Mishandling proceeds and failing to return surpluses.

« Generating negative media attention from perceived harshness toward
struggling tenants.

Alternatives to Auction

Forward-thinking operators increasingly look for alternatives before proceeding to
auction. These include:

« Payment plans or partial settlements.

« “Pay and vacate” arrangements where tenants clear the unit once arrears
are settled.

« Donation of contents to charities (where legally permissible and with tenant
consent).

These approaches often preserve goodwill, reduce administrative costs, and
avoid the logistical headaches of running auctions.

Protecting the Facility’s Reputation

Reputation is critical in the storage business, which relies on trust and security.
Aggressive enforcement may recover some losses but can alienate the local
community. By handling defaults and auctions with transparency, fairness, and
empathy, operators can maintain positive relationships with tenants and
safeguard long-term profitability.




Conclusion

Tenant defaults and auctions are inevitable aspects of the storage facility
business, but they need not derail operations or damage reputation. With clear
lease agreements, strict adherence to lien laws, proactive communication, and

best-practice auction management, operators can balance the protection of their
financial interests with fairness to tenants. Ultimately, the goal is not to make
money from auctions but to minimize losses, enforce agreements, and maintain a
professional, trustworthy image in the marketplace.

The information provided in this article is for general informational purposes only and
does not constitute professional advice. While we strive to ensure accuracy, we
recommend consulting with a qualified specialist in the respective field before making
any investment, business, or legal decisions related to storage facilities.

AZCOM Commercial Real Estate Brokerage Inc. and its representatives do not assume
liability for any actions taken based on the content of this article.
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