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FENANCIAL FEASIBILITY ANALYSIS FOR AN OFFICE BUILDING

4 ¢

S Hemapt D. Powale . o

]

This ‘re;;ort deals with finapcial féal_sibility’ anal-ysis as:-

.

.dpblied to an office building project. The emphasis 1§ .pl'acea

. ) [ 4 . 4 °
on development and application to a real 1ife project. The

process. -developed can be applied td other types of buﬂd;_Lﬁg;ﬁ

projects, with little or no modification. The structure. of tﬁe .

»
report 1s as follows: | e ) .

-

.

A v N - '
-~ Chapters 1 and 2. identffy the users and the problem tybes and

7

. v . 4 . v
develop methodology for the financial fgasibility analysis.

N
They contain a brief discussion on’ various elements of the

analysis:\ - capitalized cost, Operatiﬁ'g revenue, operating

' ABSTRT\CT _ : aa |

e i e b om
.

l B | . PR v .
expenses and evaluation criteria. xY
- Y -

L, 5

» .
P

. 3 . .

' a
. = Chapters 3 and 4 deal with a case stul’z of an office and garage

building fot a hospital in Montreal. Thgy demonstrate appliva-

tion of financiiJ. feasibility analysis and genditivity analysis

N o

to the given case stuciy.
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case study of this report.
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. - CHAPTER 1 . .
¢ . . .
© 1.0  INTRODUCTION AND GENERAL INFORMATION ABOUT m\umm

~ . 1.1 THE PURPOSE.AND THEME OF THE REPORT - . :
The purpose of this report,is to describe-an application of
financial feasibility analysis to office buildings. The first

°, ‘" part of the report identifies various parameters and variables

- o

“which influence the. financial feasibility analysis for an office
building. It developé a standard procedure for doﬁ% the " i
. ’

financial feasibility analysis . o e

The' second part of the report‘ is devoted to a chase ét"udy of -
P ‘?proposed officelbuilding project in Montreal. This case study
AN o ' : .

shows an application of financial feasibility study in the

preconstruction phase.

¢

¥

: o ‘ - The .financial flﬁasibiliby analysis procedure 8escribed in
‘ . . AR « ? : ) . .
,’ + ' 'this report is meant go{' office buildings, but it could b<applied
\ _ ~ to other types of buildings with little modification. \

1.2° FINANCIAL FEASIBILITY ANALYSIS )

- L : w A financial feasibility stydy is aimed at finding out whethez"
ior not a specific proj;act can be carried out successfully. By

succ}'ess it is implied a rgason'al.nle‘return on the capital required -
. ~’ to be invested. Normally in"the case of wifice buildings the capital

required to carry out development involves investment at the time
” : '
? " ’ T




’u ) ‘ ., Pl 3 ’ \ . A 4
- L~ " & A '
m ‘ .- » of acquisition or comstruction and subsequent payments are
* . ’ - o 8 ' ' v
: ) . expected to come out of the revenue generated by the. property. .,

hY

‘ A . The four principal ;ett_lr‘ns« generated by an office build‘ing %ﬁ o

©

o L ‘are as follows:- ) . g
. ] ¢, TN . m 4

» 1) cCash flows from the operation v _ ‘

4 ° . : P .

: ’ , 2) Increase in the equity ownership by way of loan
R \ b . ) amortization ‘ |
Ce L - 3)  Appreciation in the value of property , ' bt

TR * . . . [P o -
i L - 4)  Tax shelter provided by property ",

It is necessary to evaluate the amount and timing of these

| o " returns and compare: them with the amount.and timing of the total
. R : .
investment requﬂ,fed to carry out a project.

%

A financjial feasibility study, in brief, involves detailed

v ‘ " estimate of all costs and revenue's, their future trends, terms of

- Py ‘ t
« ~ financial arrangements, taxes, depreciation methods, minimum s

attractive ratef réturn and application of appropriafe evaluation '

criteria. ) ) '

o

»

1.3 FUNCTIONAL CLASSTIFICATION OF OFFLCE BULLDINGS 4

Y N
) ‘ . . Office Buildings can be classified into four .groups

\ . .

, . ' according~to thedr functional use.

.

1) Institutional office buildings . g

%
- 2) General commercial buildings :
) o ‘ e \
3) Medical buildir}gs

L 4) TIndustrial.office space

b e e e SR S
N
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5
Institutional Office Buildings:

‘i
‘

'
]

5

This catefgmy of office. buildings gerves banks, governmeﬁt

hospitals ana schools, mainly for their own use.

Such buildings

are sometﬁmes partially fented to tgnants whose.neeQS are

»
-,

compatible with those of th owner' of the building.

*u

General Commercial Builéiqgs:

L

P o : .

[N

2

., This category consgists of downtown single or multipie'teqant,

office buildings or suburban office parks.

access to tranSportatinn and potential customers., *

emploxpes and viéitors needs ,to be provided

]
They“require convenient

Parking for .

They arézgécupied A

by pnofessional &enants and service industries.

|

Medical Buildings. '

’
<

»

Thesé types of office buildingslare meant for special )

purpose ‘use for medical service;,
. h\ ‘ H
laboratories and“%ther medical prpfessions.

supplies,

often ‘in close proximity to hpspitals.

customers i5 very essential to offices developed for medical '

professional tenants.’ b

Industrial Office Space: . X,
a2

v

Yoa
g ,

pharmacies,

These buildings are

Parking for.staff and

\ '

..

These are found iﬁ industrial parks and used by diétributors

\

and manufacturers who wish to combi%e manufacturing with office

headquarters. e

.o

S

o
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1.4 THE USERS AND PROBLEM TYPE

. , \
JFor this report the users of financial feasibility analysis

1

are assumed to be owners/developers/inviist‘ors and designers,

N .

.
1.4.1 INVESTOR/OWNER . \

i3

N
The goal of an investor/owner is to\maximize the return on
his investment while assuming minimum risks. . The return in the’

. € ) - \‘ R .
case of an ingtitutional owmer is in terms of service he can get

-
-

fr(m,,ghe use of buiidings. Investors/ovwners are interested in

/

getting ,answers to following types of questions(12). " =~ *

]

1 What is the s*;hort and long term viability of the project?

Y

4
(Will he make or lose money? During what periods?)

&

2) ¢ .What is the réturn on the invesuﬁent,during the beriod s

-

[L of ovmership and after sale of property\?

3) - What is the 'margin ‘of safety in cash flows. Will

rental income cover the expenses and debt service?
1 ~ .

) —~— “
4) Is the return cot7xenéurate with the risk involved?
) Whatt will be the/value of property after a ) i
'certa:{.n number of years? . s

1.4.2 DESIGNER

a

S

~ . - ~ \)
By 'designer' is meant the professional architects, - -

J »

engir(lyeers and planners who are consulted to develop office -
‘building projects. The designer's pre-occupation is to deveiop a’

design to sagisfy the client's needs-at minimum cost to the client

- . b

a

Jox | > o
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9

He can use the financial feasiSility analysis to deal with the

b
5
* 6 o "
.

" ) .
‘both at the development/construction phase and operation phase.

following types of problems.::’ . .

.

I ’ Al
Choosing an Alternative:

The designer can use the financial feagibility analysis to ’
\ 14
choose’an alternative which will provide the highest return to the

client.. Different alternatives can also be compaded on the bas;is | !
of cost incurred to achieve accommodation required in an office -
building. This K problem' types. are entountered in institutional
and éovernment projects' where a certain project 1is to ;)e ‘carried

out at- least cost.

., Cost-benefit Trade-offs: L ’ | o

Financial feasibility analy.rsis can be used to compare I
different altBrnatives with reference to the cost of addi{:iom:il
acépmmo‘ciatioﬁ of certgin objectives ‘achéteved by a certain
~alterpative under considération, he.g. - cost of a stratégic and

non-st:ra'tegié location for an office building.” .

. +

4 >

Life Cycle Cost An‘alysis:

‘
\

Life cycle cost analysis can be done with the help of the .
° ~
procedure for financial feasibility analysis. It can compare
g ' . A ‘
alternatives -with higher initial cost and lower operating costs with

the ones which require lower cost :lnitiaily but higher costs in f
‘ -

operation. With the uncertainty of rising energy prices and spiralling

;o ™



-t

\

\

'
v

\yhen, it can provide highest returns on the investment. Financial

f \ *
also be dftermined so that the cljent can derive highest return

3 . &

inflation life cycle cost analysis has become very important to

keep ‘future cogts undei' control. The financia], analysis can show-

] ‘

®that higher capital expenditure in the initial period ena% the

invest r to benefit from greater savings in operating and maintenance
A ’
costs of a building. o

Ecohomigs of Scale/Phasing:
.

I3

The optimum scale of an office building development occurs

o

feasibility analysils can determine this pdint of development.

large office building complexes are developed over a span of a few
a ! +

years. They are divided into sections for development or into

different phases. This phasing of\ the office building project cap/'

\

L

\
over the whole period of ownership.

1.5 METHODOLOGY
The first two chapters of the report which deal with the
financial.feas'ibi‘l'ity analysis for office buildings weres»prepared

with the help of a literature survey and standard »p'ractices related

to the subject They develop a procedure for the case study.

w
The case study in the third and fourth chapters is, based on
data collected by the author from the owmer, the architect

4

and other consultants involved in the design and development of the

office building project under study’.

t - p ‘ C

s

.
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1

. three is devoted tora case study of an office/garage for the

R

N .
. y . » . .
C 8 . . :
\ - s -
[}] *

“

1.6  BRIEF DESCRIPTION OF STRUCTURE OF THE REPORT . - ’ - X

3 -

<

Chapter two identifiles’'the param\eters and va;i'a;\élies

v - :

con:i{iered in 'a financial feasibility analysis of an office.

_building.\ It sum\a;:izes a procedure for‘ a financial feasibilit}_r

analysis and report formats and their ini:erprgtation. Chapter s '_

N

Royal Victoria Hospital. This chapter shows one application of

-

financial feasibility analysis to a regl 1ife project. Chapter

fqur incl\udes sensitivity analysis and conclusions to th\e case

study.

- o
v
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X ' CHAPTER 2
Financial Feasibility Analysis »
. 2.1 = ' PROCEDURE o o ‘

J ) o * ’ \
M L . “~

There are six major steps involved in the financial feasibility

analysis of an office buildiné. .

- , e

i 1) Determine all construction cost itéms, including fees,
“ e
Co : 7
: -renting expenses and interest on construction loan.’

Result: Statement of total capitalized cost.

’

2) Estimate the projected income and operating expenses for

- up to 'n' vyea in the future, depending on the investment

horizon, after t
i . annual debt se

—- d Result: 1) /Projected ‘Income Statement.

‘Statement of Projected Expenses

3 ement of Loan Details

3) Prééare a year by year cash flow projection for 'n' years of
. . E 1)

-

full operation.
“ . .

) x Result:, Pretax Cash Fléw Statement
PR
\ ' . , . . ’
“4)  Compute annual depreciation and determine the income tax .
, . / . . P '
liability for each year and prepare after tax cash flpw year '
. \\. . by year for 'n' years of full operation. "
; . \\ Result: . 1) Depreciation Statément - Building
; 2) "After tax cash flow ‘
v ’
% 8 * n the rest of the Ehapter, 10 year investmen; horizon is uéed dniy
) v illustration and it may change according to the requirements of
tﬂﬁ project under comsideration. o o .

. : \ ‘ - ' .
- ‘ K ‘ ‘ "
o . . y
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.o ' ol » ' ,
. . .1t .
. ‘ ’
-’ ! ‘ - L
. o . ) .
‘5) Estimate the sale pricelfor the project at the end of the .
\ : o T ) CL
* horizop; compute the capital gains tax and the cash L ‘
geveréion to the owner-.
Result: Cash at'S§le Statement ~ ‘
N " Vo . {
6) Apply various measures of evaluatilon of profitability
. before paying income taxes, after paying income taxes
) g * l‘
and after selling the project. L )
N ) .
/ D

L3
W

B

In the rest of the chapter, -these six steps are discussed at :
' i .

v '~ . . .
o ' length under the following section titles: Capitalized Costs, Rental
N Revenue, Operating Expenses, Financing and Debt Servicé ,‘Taxes,
- - - .
- After Tax Cash Flow and Evaluation Criteria/Measures Of Return.
After each section,‘typical formats are provided to suimarize the
- g : . T . .
results of each step. . : .
‘ !
“ ’ !
; : . | 4 z
» ¢ 6 \ ! . ‘
. P
.‘ . H
L. [ ’
& .
L J |
8 .
o i ‘ : ' .
| S
-.I ‘

SRy !
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2.2 CAPITALIZED ‘COST -

L)

/t ‘ I3 . -
Costs incurred during the life of an office building project
fall into thfeé'haipr categories, as follows:

1) Cost incurred during the develdpment phase
2) Operating expenses o ‘ ' .

3y Selling expenses

v e

° [

* 2.2.1 - COSTS INCURRED DURING DEVELOPMENT PHASE

The development period for the actual office building project .
implementation extends from project inception to the issuance of
the occupancy certificata which hails the beginning of fhe revenue

" generation., Thege costs include .land. cost, construction costs

»

and development costs. Developﬁ%nt costs can be depreciable or .

4

non-depreciable., - . . . L \

ha

‘ ~
Depreciable development cost includes organization costs,

. oo E
(e.g. feasibility ‘study, licenses, investment promotion, gezoning

P
=
(94

and consﬁlcants), legal fees, land improvements, carrying charges ’ R

(title and recording fees), developer fee, architectural, engineering

1

and planning fees, land surveys, utility connecting and building
.. . s . .
permit fees. These depreciable costs are tax deductible from future

Ancome.

an-dqbreciable development‘costslinglude real esgate taxes
during‘deéelopmeﬁt, interest on all development loans, (interest on
the developmgn; loans‘can also bédg depree;able:development cost),

mortgage loan insurance costs, land rent and rental office and rental

prombtion costs. These costs are tax-deductible in the year they are

o

incurred.
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k)] "Sotf)a-tus"'valué of location. "

2.2.2 - LAND COST
/) " .
Control of a piece of land for construction of an office

.

»

building can be'.obr:ained_ by outright purchase or by leasing land

t r

at an annual rent. , Ground lead'ses avoid immediate cash investment

.o ¢ S
in land, Term of lease is of varying length, e.g., 40 years,
50 years, 99 years, etc., sometimes with the option to renew

for another term. At the end of the lease term, 'the whole property
‘including improvements reverts to the ownel" of the land.

¥

¥ When the owner/developer already owns a piece o( land and

wants to develop an office building, the land costs can be
determined by finding the market value of the land for the
purpose of the financial feasibility‘study. One of the ways of .

detefmining the market value is %y the market data approach (23).

i

Land value depends primarily upon supply and demand 1in the

1 '

market and it is determined by seven types of considerations (11) ‘.

1) Proximity to a market for goods and s,ervices produced

’

on the land.

‘s

2)  Awvailability and cost of goods and services needed for =~ '

production, (i.e., labor, finance, communication,

‘e

- transportation, governmental services, recreation

education and utilities. . E o . T

. \
4) Legal constraints, “(i.e., ﬁgeal estate taxes,

¢

zoning, covenants, easements and title encumbrances).

- S
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. -

5)  Aesthetic desirability.
6) Tépog;aphicaf characteristics of éize, shape, slope, -

eleva;t':ion, subsidence=and landsiides. )
7) Cost of grading, clearing, streets and drainage.
’ p . .

~

2.2.3 BUILDING- CONSTRUCTION COST \

\

- Building costs oinclude construction am’ateri‘ala, le;.‘bc;xl': and
.‘construction overhead and proﬁ-'ft.’ co-
Ny
In the predesign and preliminary design stages, building
.constructic;n costs can be obtai;1ed on a construction cost per
. . .
s5q. ft:,., or cu., ft. basis. Many standard refefepces on
building cost;s give these sq ft., or cu. ft. costs for ' A
different types and classes of buildings in different regions (18).
7 When the final design and working drawings are pr?pared,
detalled construction component quantities can b; worked out.
Mean's cost manual (17) provid:as unit costs for different construct,ior;
components and, a detailed estimate of construction costs can be |

-~

pfepared. This estimated cost can serve as a building cost for

N t:.he'feasib.ilitly aralysis. Thgy are generally accurate to- within

‘

*15% of the dctual building cosk.

In the post._construction period the actual cost of building

construction is to be used, : .

s . ‘

-
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2.2.4 - TNTEREST ON CONSTRUCTION LOAN )

Interim financing or interest on th;a ‘constructiion loan has
a consideral;le influence on .the total cos;t of the office building
'pro'ject. Intere{t or\l the construction loan may‘ be capitalized -
or it may 5e treated as non-recur‘ring expense, depending on which

j.s’ more adv::z_nt:ageousz in producing cash flow and tax advantages.

o0 ST Interest on the construction loan can be arrived at with
the help of a project schedule and component estimates.. Cash
. ¥ 0 w .

outflow can be worked out month by month over the period of

development and construction. Interest is worked out to finance

these cash outflows at the prevailing rate of interest for borrowing.
<

The amount and timing of equity input must be determined.
. , - ) ")
Section 3.6 in t_he case study describes an example of ﬁ%

construction loan calculations.
A H .

2.2.5 '~ FEES ' .
Fees include legal, closing, architectural, engineering and

other fees incurred during dévelopmgnt period. They can range from -

10 to 207 of the cost of construction, d@gendinglupon the 'size, type

b

and complexity of the office building. ' -
P ) - ‘ 5 . l .
2.2.%5 - SITE IMPROVEMENT COSTS '

'These“ costs include the cost fn\curred for landscaping, pérking
! lots, driveways, retaining walls, culverts, etc. i
> Table 1 summarizas capital costs incurred for an office building

project.
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~

. TOTAL' CAPITALIZED COST

Land

T

Site Improvemenks

<

Building construction

<

Fees

Interest on Construction ‘Loan

-

Total capitalizgd cost
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’ Y. J RENTAL REVENUE: - el
| . Rental Revenue obtained for an office building is from three
a ‘e \I
) e . major sources, namely:- : ‘ _ -
| Jo 15 Office Space . ) )
' N N . 2)  Parking - .
i . 3) Retail space congessioné, shops, restaurants, etc,
e .":’3 M
. . ; . . " . . R ~
¥ . 2.3,1 - OFFICE SPACE RENTAL: - . D

> T o » 'u'
A - ’ : . S
Gross posgible annual\rﬁﬁtalﬂlhcome is based on .100%

occupancy at attainable rental rates. In brder to, estimate the

. annual gross revenue from the office space, it 1s necessary.to

»

determine three factors:

@

e ) 1) ?otal net‘rentablé area ' ’
2)’ R;ntal rate . ' ’ - } W,
' ‘ 3) - Vacancy ;ip 4}//A s P

] ‘ 2.3.1.1 - GROSS AREA/GROSS RENTABLE ARFA/NET REN ABLE ' .

‘ L AREA OF OFFICE BUILDINGS: ‘ ‘ _ :
Sﬁbndard and widely accepted definitfons of ‘these areas of office
- ‘ ‘%uildings are contained in reference no. 2, ;é folléws: -
o - \ ~ -

GROSS AREA QF ENTIRE BUILDING:

Gross square feet or meters refers to-the sum of the areas

\ .

of all floor levels, including cellars,‘basemgpt, mezzanines,

benthouses, corridors lobbies, walls, not including architectural

¢ . '

setbacks or projections. Areas include floor surfaces with a
t e T ' o

PR A i S
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minimum of 6 foot, 6 inches ceiling heigglf\t and exclude unroofed

°

v
and -ynenclosed roofed over, space

I3

\.

GROSS RENTABLE AREA : \'-

Gross r’entabl‘e area is computed by measuring the inside finish of
pérmapent outer building walls, or by 'measuriﬁg from the glaés
line where at least 50 percent o;"the outer building ‘xéall is glass.
The area includes outside walls, but excludes stairs; elevator -

shafts, flués, pipes, 'shafts, vertical ducts and balconies.

-

NET RENTABLE AREA: MULTTIPLE-TENANCY FLOOR

NG
Net rentable area of a multiple tenaney floor is the sum.of 411 .

réntable areas on that floor. Net rentable area is measured
from the inside finish of permanent oufer buildipg walls, or from

the glass line if at least 50 percent of' the outer- building wall

LY

is glass, to the office side corridors to other permanent ﬁartitigns

~

and to the center of partitions that separate premises from
- ' - -~

adjoining rentable areas. No deductions are made for columns or’

-

projectidns supporting the building.

NET R‘ENTABLE AREA: SINGLE TENANCY FLOOR .

' Net rentable area of a single-tenancy floor is measy'ed to the

inside finish of permanent outer building walls, ot from the glass

line where at least 50 percent of the cuter building wall is glass,
. . ] : )

Renta};le area includes the area within outside walls, excludihg

stairs, elevator shafts, flues, pipe-shafts, vertical ducts,




I ' R -

airconditioning rooms, fan rooms, janitor closets, electrical

L4 -

closets, and other rooms not actually available to the tenants.

Lavatories within and exclusively serving only the floor involved

L 4

are included in the rentable area. No deductions are made for

columns or projections necessary to the building. )

2.3.1.2. - 'RENTAL RATE

Rental rate for office space is market rent the office space .
can get from the tenants. In order' to determine the market value
for the office space under consideration, some market reséarch is
required. A variety of factors affect the rent that""tgnants will
pay for office sp_ace.‘ It depends upon the prestigous location ,of
the_ building, proximity to cem'ﬁa/l bltrsiness district, prcximity.
to Public transportation and market }éhich the tenants' businesses

\

serve. Quality 6f space and other conveniences also affect ‘rental]
rates. )

High demapd leads to sha\rp competitio;‘t for a diminishing
supply,-leadi'né to higher rent iand_c‘éusing the rate of the increase

to decrease. Thus, office ‘tents go up in a cyclical and increasin\é

fashion from time to time. 1y

B
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. '-'
Office rental rates can be détermined with the markgf data

approach which’ is used by appraisers of real estate. i:o find out

_ the value of a properfy. ‘ , ‘ ..

In the market data approach, the appraiser puts himself in LT
the position of a typical tenant in comp;.ring the office
building under consideration w‘ith‘ot'her similar office buildings °
- v

.

which together make up the market in the region.. The basic

.+ “principle is that of substitution: ‘equal market rent will be

established for office space which provides equal ','advar’xtag'es for.
use.’ The application of this appr*\oach involves finding examples’

of similar commercial properties, detéminihg the 'rents they’

I

charge, and adjusting these rents by comparing the office building

under consideration with the example in terms of percentage to '

.arrive at a rental rate for the building. The case study in

-

°Chap‘ters 3 and 4 gfves an example of this market data approach.

obta(ined in

2.3.2 - " PARKING RENTAL

v

Parking spaces are rented on a unit basis and not ‘on a square

’

foot basis like office space. Rental rate per parking stall can be )

a similar fashion as office space explained above. A

#

1 2.3.3 - RETARL SPACE RENTAL ’ ~

~

Retail spat¢e is used by concessions - shops, restaurants,

cafés, 'etc. Retail space is measured from the building line; in

L ' " ' T



faces.of dther outer building walls and from the imner surface

2 . . .

the case of street frontages. It is-measured from the inner sur-

of the corridor and within the center lines of partitions that’
se‘parate premises from adjc;ining areas. _Rental rate for retail

space also depends upon the market forces and it can be determined

LN

. in the same way as office space. ) . : '

2.3.4. . '~ VACANCY RATE . ' \

There 18 a.certain rent loss due to vacancies and delinquinces.
' ’ i

This has ‘to be accounted for to get gross effective annual income

’

which is equal to gross annual rental ifcome minus rent loss due
AN ' ’
to vacancy or bad debt, etc. This is generally expressed in -~

=

terms of percentage of the gross annual rental income. Current

and past rates for the office buildimrgs in different regions can

N

- be found in the Boma Report 162‘) . I\ _ . g

2.3.5. - LEASING CONVENTION

3

i_.easing of office space i,s‘r'lormally done on l/year, 3 year
or 5 year basis and net rent (gro‘ss\rent - operating éxpenses) is -

increased according to the agreed rent escalation and operating

«

expenses are increased in accordance with inflation. . - e

1

- | X

.2.3.6 ° - / GROSS ANNUAL RENTAL INCOME - - , ‘

. , "‘I
Gross annual rental income is based on the total of all rentals , '

e

income from all sources with 1007 occupancy at attainable rental

rates, Table 2 shows the manner of .arri'ving at the Totai Effective

,; ﬁ__,_._,

Gross.Income. , : -

' . (



-

1

TS P

50
raatern U e e g

N f

g

- I
/ .
- J |
] ! y
. ) 22 ,
- * TABLE 2 .
PROJECTED REVENUE STATEMENT .
\ ' ‘ o
- *PROJECT: .
DATE: .
TYPE OF SPACE _ RENT/UNET NO. OF UNITS '~ YEARLY TOTAL
.. , N .
OFFLCE SPACE " J/sq. ft. sq. ft. §
¢ . Y . N . . .
‘ ‘ '
' RETAIL .SPACE 5 © /sq. ft. sqg. ft. $§ -
' ' ¢ P
PARKING . /stall stalls  § .
. ) . .- ol
STORAGE SPACE /| sq. ft. sq. ft. $
- S : . NN
J
TOTAL GROSS ANNUAL RENT $
K
LESS VACANCY & BAD DEBT $ \
, TOTAL EFFECTIVE GROSS INCOME $ -
AN
3 ‘
/
\ .
!
o0 .
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2.4 - OPERATING EXPENSES

F

These are*recurring costs inecurred during the operation phase
of an office build'iﬁg. These costs are deducted in the same year = - '

they are incurred for (ﬁlx purposes. Accurate prediction for .

future yesr of all of these costs i1s difficult, due to the -

‘'uncertainty of future inflation and market forces. Unprecedented
.iric;;eases in enérgy costs and high in_flation‘ in recent years made

estimation of operating expenses very important, as they can have

a serious effect.on the‘viability of a pfoj ect. . P
Estimation of operating expenses can be done in one of the

7

~
-

i
)

following ways:-

k e :
1) In case of an office building which is already

operational, these expenses can.be projef:ted on the

s’

basis of the record of past expenses and current/ y

future n[arket trends. - : ’

2) In case of pre—opera'ti‘onal. phase, these expenses ° o

can be worked out on the basis of the building design
and spwcifications.The unit cost for operating
expenses are published 'b}.' Building Mers And Mana;gers

Association Int ernationéi, 1980.

’

This report (2) gives various breakdowns of these untt ' i
, [E=Y . : ,

1

expenses, based on square foot of office-and total

building space. g ' -
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< &)

" correlated with design features (e.g., type of

'of use. The data may require modification to

24 ’ .
The data provided in this report for the Montreal .
region is based on small sample size and should
be generalised with care. Further it is not

.

constrt‘xc‘tion and materials used) and intensity- T

v tl
take these factors into account.

3

In case of energy constmptioh, an accurate

estimate could be made based on the type of

) ‘sy.stem'used in the bu{lding. Various simulation

techniques and computer programmes are available 9).

. These design tools predict the performance of different

.

systems and give fairly accurate estimates of energy
h 4
consumption all year round.

Real estate taxes and other taxes can be estimated
with the help of guideiines and rates set by the
muniéipaiity or they may be known e.g., in the case

of land or existingjbuildings.

AN e e
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M)ajor Operat,ing«exp'enses are as follows: 6)

2,4.1 -~ SUPERINTENDENT AND BUILDING CUSTODIAL SERVICES

This amount includes wages paid to the superintendent or
. M 1 )

janitor‘ of the building, .elevator operator, telephone switch-

_,/‘
board operator’ or other maintenance personnel.

T o

- S "

-,

2.4.2 - ADMINISTRATIVE AND MANAGEMENT

»

This amount includes salaries of personnel in the management

’ officc;_ ‘paild directly by the owner. This also includes legal/

~

auditing fees,  engineering servicesy office supplies and
- ! . ’ Al
’ telephone expenses. . . ' L

4

\ ! >

2.4.3 = HYDRO

This includes the electricity bdll for the whole building -

tenant and public areaé, lighting, airconditioning, elevators,
escalators, etc. Some of- these amounts are charged to the tenant a

in the form 'of,,cxperating expenses. The cost of electric heating

.
o . e v

is included into HVAC item.

P

2.4,4 ~ WATER/SEWER PR S

N -

this includes water/sewer .charges paid to the minicipality

for the provision of that service.

L8

' 2.4,5 — HVAC (ENERGY)

-

@ This amount includés cost of\hq\ergy for heating ventilation

.

_and air ‘conditfoning (0il, gas and electricity).

- * . -
. \




. .conditioning and ventilating systems, It also includes all supplies.:

-

2.4.6 ~ HVAC (MAINTENANCE) - : R 8

« -«

This ‘includes the cost of maintaining and servicing the emtire
y; -

heating, airq;onditioning and ventilation system. It consists

t

of wages paid to the engineer, technician and others necessary to ..

‘ /

maintain heating system, and to operate the motor in the aif—

and, rout ine replacement costs. ’ _ o .
N - 5 °

2.4.7 - CLEANING ! i . ' -

.

This is the cost of cleaning offices and public arxeas.-
R § . .

lobBies, elevator cabs,‘corridors, tollets and the cost of all .

cleaning supplies. Cost of window cleaning services is also . g i

’

included in this amount. . o .

2 ;4.8 — PAINTING & DECORATING

This amount includes the cost of labour for painting and
decoraﬁing o,ffices,l vaﬁishing flo\ors, decorators on the building
payroli. - Cost of paint, wallpapef and all other supplies is also
assigx‘}ec‘l to this account. "

.
'
.
. . - o
’ & i . /
'

v

2:4.9 -~ MAINTENANCE & REPAIRING . ‘
This account inc‘:ludes‘ all expenses incurred for general main- . '

‘ ) . ‘ . X 9,

tenance and repairing,ieéxcludinr VAC maintenance cost. ' i

»

main'tenance, plumbing, eféctrical, plastering,and roofing main-

tenance are also included.



v e TR

27 :

2.4.10 - INSURANCE ;o ' .

~ X

~— .
This category includes fire, eatthquake, third party liability‘ i

g

and other types of insurance paid for an office building.

)

*2.4.11 - REAL ESTATE TAXES

1

This includes all real estate taxes on building and land by o

both local and provincialv governments. , .

2.4.12 - OTHER TAXES o
School ’tax, usiness tax, and water tax; are some O f the other

taxes 'pa‘idwfor an of fice buildihgl Institultional or public owners

1

are excluded from these, taxes. . -

» - //

CAll ‘these items for the\operating expenses are listed in

Table 3 to arrive at Totdl Operating Expenses for an offiée"building.'

-~ ) !
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TABLE 3 .
1
| STATEMENT OF PROJECTED EXPENSES .
PROJECT: ” N
DATE: -
=
A\
o FIRST YEAR ~
. ‘ ‘o . (% of stabilized SECOND -
EXPENSES . STABTLIZED * year) YEAR
1. Superintendent’ S k
"B
2. Management .
3. Hydro (excluding .
heating)
4, Heating —
5.- Combined HVAC Co. e
(Maintenance) L
6. . €leaning -
7. 'Maintenénce/Repairs - . _
.8, Insurance _ , -
9. Real Estate TaXes -
” l..';\‘ ) "
‘10. Other Taxes '
11. ‘Miscellaneous Expenses | R

- —

" TOTAL OPERATING EXPENSES

'

* Stabilized year: .the yeﬁr in’ which full occupancy is reached

and absorption périod ends.

¢ =

@ . . -
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FIGURE 1: Comparison of Unit Operating Costs 1980
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in Montreal (Source: BOMA, reference 2)




30

-> -~
Y '
o 4 \
rlsme
Operoﬂon' '
i
r Time
—— =
Time
-
Time |,
]

Revenues

Project cash flow ~

Exponses 7 Time

-3

Major
. aiteration
) v

, |
‘ ’ ' -
. , . T Time
! ' . - MO'W|
- . - . taxes .

’

[d b

~ FIGURE 2 : Project phases and related. cash flows
T (Source:Russell, A.D. and Gholam-Ali-Arlani: ref. 19)

\ .

L




'Y

© 2.5 - FINANCDNG AND DEBT SERVICE (21)

4

v

.oow ; ~
' . ) ..
. . '

) An office building project generally is financed by t:he invesf:ors

.

‘own funds and "by/borciing funds in the form of a‘mortgage. There are |

various sources for obtaining mortgages:~ T

C corporate pension funds, mortgag'e loan companies,

° M N ! . u‘
trust companies, life :Lnsurqnceccompanies‘, and chartered - ‘
i M -

banks. S BN

1

Very often there “is more Chan one mortgage inﬁved in finan;j.ng of -

n

an office buildaing project. TN ! ‘ e

for debt service are based on the amoun't of equI
i ’ .

-amount,

2.5.1 ° = ULTY

i

Tﬁi‘s represents the amount of own ‘tapital investeyd by the owner

4
or it can be looked upon as the differenge hﬁtleen the value of the

) P ——

project and the sum of all debts. A reduction in the percentage down

o v

3

payqxent or the amount of equity “increases an investor's ability to buy

or ‘build propert:y or to buy or build more prqp rties with .a given amount

of capital. This added ability to buy is called levefage.

e S R

B L
o !
’ oy ¢
'

2.5.2 -  MORTGAGE AMOUNT “ o v

[ - -

-

"+ This is the amount loaned by the invester| to develop or buy a .  °

\ L

- . <a . \l '
.budilding project. The size of the mortgage amount depends upon the

,credit of the owner/investor and the potential of the project itself.




Y s

. ment of the principal. In the initial payment a large part of it is of -

N\ * ‘ N

2.5.3 ~-. AMORTIZATION R N

T «n

The common method of amortization is called blended payment '_'plan,.
where the payment of principal and inte:rest is made in equal monthly
sums during the life of the mortgage. In this method the interest is

taken first and the balance of the payment is attributed to the repay-

interest amount and a very small one is of the principal. Gradually

’
’

. interest amdunt -decreases as the capital 1is repaid.

g , The period of amortization of mortgages is usually 25 to 30 yedrs.

v : .
The larger the amortization period, the smaller is the amount of .

yearly payment towards debt serVice™
. . .

2.5.4 <~ INTEREST RATE

This is the amount charged fof the .use of money. Mortgage interest

~

rates depend upon economic and market conditions, and they are also

1i.nked: to the prime interest rates. High ATuctudtion in tghe qxortgage‘

interest rates intthe past months have made accurate\determination of <

[

financial feasibility more difficult. Since the mortgage amount is a signi-
ficant - part, in most office building projects, its financial feasibility,

depend‘é to a large extent on the kind of interest rate paid‘on the loan‘.

\ -

B \ »
‘ " 2.5.5 - '\'\ DETERMINATION OF ANNUAL DEBT SERVICE

Mortgagé\gablesigive various mortgage constants (annual, m@gthly
\ .

N ‘ ) ‘
basis) ‘for given intérest rate and amortization period for $1,000. bf loan

~ 0w

-~

N {
amount. With the help of these tables total annual amount for debt service
as well a‘s'the amounts of principal and interest Mcan be computed.

{

(See Table 4 for debt service) ~ : - . .

LI
v




Under the présent marketing conditions, the whole field
. of financing has changed because of “volatile and high '

interest rates. Financial institutions are becoming reluctant
a 4

«

A ' to ,commit funds.very far in the future years at pre-established
fixed interest rates. These institutions are originating short

\ term mortgages with floating interest rates to shift the interest

» i

- . -
rate risks from the lending institutions to the borrowers.

. ~¢

- The developers are then passing these interest rate risks on to -

the tenants or the occupants by mak‘.ng p.rovisions in the leases

I3 ] '

and by selling the office space as condominiums.

v

Wainrd
~

. - ! . L ) 4 B . - - B T R
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 TABLE 4 , ) X

.. STATEMENT OF LOAN (20) '

LY

_PROJECT:"  , .~ S .
DATE: ", . L oo

AMOUNT OF LOAN: § - °

AMORTIZATION : C YR.

™

INTEREST RATE’

" .. Ending
- ' Total Principal
- Yr. Interest . - Principal Payment~” ' Balance

N

K

3. ' ‘
4. ‘ (
5. _
6. .
7. .
: n .

.
.
9.
10.
———
A3
.
\
, .
-~ v B »
.
Al
- 4 I3
N Ll
N / \ .
I}
, : LY /
] B
- i .
/
t \
.
Ay
r
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2.6 ' - TAXES AND AFTER TAX CASH FLOW . =

|

+

'B(o_th incpme tax during the operation phase and capital gains
tax upon the 'sale of an office building play, an impo;'tar;t ;:art in
the financial feasibility of’ the project. .The income from the
office building is subjected to both federal and, provincial taxes

o , _ C

and losses can also help shelter income from other sources.

é

2.6,1 - DEPRECIATION: CAPITAL COST ALLOWANCE

Depreciation provides a tax shelter ‘;lhen current cash flow
_exceed‘s t’axr;ﬂ-ale income. For tax pufposes, depreciation 'issthe
deduction allowed from pretax cash flows for the possible loss in
yalue of a property from wear and te;ar, time and obsolescence. It
ser',ves'to spread t‘heu~cost’ of a biilding over its :jseful life, .It
reduces taxable inqome but not the cash f.low.‘ In Canada,
depreciat’iorll 1s called Capital Cost Allowance. In qccordance;
with gurrentltaii procedures in Canada in the c-asé of office
Bu‘ildings,‘ the capita/lrcost allowance is apblied to the declining

LI B

balance of the capital worth of the asset. For this method of

[

depreciation;‘period of replacement is not necessary.

2.6.2 - DECLINING BALANCE METHOD

s
'

,By this method, the amount of depreciation taken each yeaer
is subtracted from the remaining or\ladj{xsted basis before computing

the following year's depreciation

applies to a smaller or declining balance each year.

7 \

and so the same depreciation rate
N N 4

4
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; ’ B . . .7 A .
' ﬁepreciable'assets.fall into classes or pools made up of like

assets. These are grouped into 32 classes which are prescribed
- in the Income Tax Regulations. See Appendix C for the prescribed
‘classes and rates. Most office buildings fall into c}ass 3
. '(cement,istone, brick)_category'end are eligible for Capital Coet
Allowance rate of SZ“;er year.
Some'components'of Buildings - furnicure, etc., can be

- depreciated at higher rates and yearly deduwction for CCA-can be

‘ increased to reduce taxes. i v
. oo Ref: -~ Section 1100 and Schedule B of Income Tax Regulations.
2.6.3 - SALE OF OFFICE BUILDING PROJECT AND TAXES UPON TERMINATION

When property is sold or exchanged, it results in gain or loss.

g This gain or loss can be a capital gain or an ordinary gain. <It is
‘ . i ’ ~

o e .advantageous for the seller to be able to qualify his gains as

R . C - capital gains, by assigning the gain to ths‘sale of the property

- . and not as his regular business income. As capital gains he pays

'
A

less taxes.

2.6.4 - CAPITAL GAINS TA% " '

No special tax rate applies to taxable capital gains, they are
. . J * ’ ~
taxed at the usual graduated'tax rates. .  Only 50% of the capital gains .
/ ‘ . . .
* are taxed, therefore, the effective tax rate is half of the tax rate

applied to the ordinary gains. ' In the same way only half of capital
loseés can be deducted from other capital gains. '

¥



I

of the taxes upon the sale of 4 property in‘genegal).' Figure

'anh'book value of the property.

38 , ,

" 2.6.5 - ADJUSTED COST BASE (7)

The amount to be deducted from the proceeds at disposition of
an asset for determining any capital gains or loss is referred to

as the adjusted cost base.. This figure is made up 6f‘§ cpst,Base

‘adjusted as a resu;t‘of certain transactions or occurances sub-

|

sequently to acquisition. The cost base may be the actual cost,

Y- . { . .
~deemed cost, amortized cost or Valuation Day value of the property,

depending'on its nature and thé éichpstances of acquisition.
Actual’ cost is usually‘the cost base of capital property acquired
aféer 1971 and includes the cost 6f additions and improvéments
but not ééintenhnce and repair cost (6). The amount of the

taxable gain is calculated by subtracting the édjusted bagis from

’ - o
'

the ‘net proceeds from the sale.

2.6,6 - RECAPTURE

- Accomiing to Ca‘nadién Tax law, recapture is the difference

_between the initiél depreciable cost and the book value, or the

selling price and the:book value, 1if the initial depreciable cost

. ) { *
- 1s higher than the selling price. (See Table 9 for the determination

. } N
shows the relationship of the selling price, Adjusted Cost Base

e

L atmm.
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2.6.7 - AFTER.TAX CASH FLOW
The after tax cash flow is obtained by subtracting income

taxes from the net income (pretax cash flow). Income tax
, ' .

amount is computed by applying the relevant tax rate to taxable

income which is tgevnet.income less Capital Cost Allowance.

(Sée Table 8 for these caléulatiqps). )
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TABLE 6 \ y

. , DEPRECIATION STATEMENT (20)

PROJECT: . = ) S
DATE : '

VALUE OF BUILDING: . '
METHOD: DECLINING BALANCE :

‘DEPRECTATION FACTOR: . ’ N

!

Book Value . ) ’ N . N
Beginning - Depreciation  Annual A Cumulative
Yr.  ‘0f Year, Factor ‘Depreciation  Depreciation
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~ . . - TABLE' 8 ‘
“ '6 .
P : i s ) " 1
. AFTER TAX CASH FLOW ’
N - & - - 3
1. Year . .1, 2 34 5 6°T'8 9 10
Y, 2. Gross Effective Revenue- -
f 3. Operating Expenses o . C o ' . .
4. Opera‘ting' Profit (Item 2 - Ttem 3) ' '
' 5. Debt ‘Service ) ) : - o
B, ,Pr:.iﬁcipal s ot
7.7 Interest R ‘ N ’ ) 5
" 8. VNet 'Inco‘mt_a' (4« --5) , .
& 9. -CCA s ) R ‘o
“10. Taxable Income (8 - 9) - . s ' N :
. 11, Income Tax . ., .= - - Lo BT ,
12, /Incbme After Tax (8 = 11) - L - ‘ . . 7
13 Rquity s oL S L
14, -Return on Equity, ' N . L B . O
After Tax S : T T '
S (Item, lQ/IT;exn_lS x 100) . | o L '
; ; " % Equity = initial equity inveét:iﬂent - up. to'date principal (Item 6)
7:; 4‘ \ . / .
! - . N ) ’
! - ' ' I' e ' . '. ' - ) - i
[ - . S




TABLE 9

z
\

g
-GAIN (7):

‘ *
Proceeds of Dispositiodon

Less - Ty
Adjusted Cost Base

Lesé ‘ (
Outlays and Expenses

' Gain ‘ ’
/ . .

. . . ®
Taxable Capital Gain (507 of Gain)

S

© RECAPTURE

‘Proceeds of Disposition
Less ‘
Outlays and Expenses

Less B ‘
Undepreciated Capital Cost

IO . -~

Excess - o /
.Excess if Property Sold at Capital Cost:

.Assumed’Selling Price
‘(eqdal to capital cost)

L4

Less .
Undepreciated Gapital Cost _
i ‘ ’ ’ /
i Excesgs o ‘ '//{ ,
. Recapﬁure is Lesser of (1) and (2)
: (see Appendix C) -~ .

Il
o

* Proeeeds of disposition is selling

e S ]

price of Ehe

-

TAXES UPON TERMINATION

2

1

$ (L)
$
$ )

! (@)

;

ssget.
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2.7 - . EVALUATION CRITERIA AND MEASURES OF RETURN v
"+ ' There are x;'a‘rious'evaluation criteria and n#easures of return.
iﬁ use to determine the‘finanlcial feasibility of an office building
project. They differ in their complexity and eade of ‘application and 7
LN accuracy to determine the return.
q' They represent various aspects of financial feasibility anal/ysisl.‘

o ' ey H
>

<. Broadly they can Be grouped togetﬁér in two major groups (22) . ,

1) First generation techniques and rules of .thumb; - - Cos

s 1 ) . C
2) Second gen;arétion'teCMiques. . ey Ve
2.7.1 - FIRST GENERATION TECHNIQUES AND RULES OF THUMB
| 2.7.1.1-= GASH-ON-CASH_RETURN |
/ Th:th :Ls the simplest measurement of the return from an office
buildiné project. : It stateé the annual cash flow from 'the Proj ect as_
a percentage of the investmentg‘,requiread to realizle the project. |
Cash-on-cash return = expected nefy cash flow .
: c « total i&itial equity ~

4

i @ . : .
Though this method is very simple to use, it has certain deficiencies.

It .involves only first year, cash flow and does not reflect the tax.

* shelter, equity buildup and the appreciation of the -value of the property.

~

/ *
'2.7.1.2 - PAYBACK PERIOD ‘ . ; ‘\\ .

i

\

Pafrback period 1is the period required to recover the equity in:vested

- *

*4 'in the project by way of annual income generated. e

¢

v e , Paybac.k;period = Equity Capital e . 1
. ) ., Anuualjasﬁ flow co '




-

i o
e

This ratio fails to account for time value of money, income taxes and

tax shelter. It does not include mortgage amortization and appreciation
. R

of the proiect .

! , .

K

1

2.7,1.3 " _ EQUITY DIVIDEND RATIO

~

This is ‘the‘ ratio off/annual cash flow before taxes and equity

investx;xent and \{xas the same weaknesses as‘'the one above.
[} > .

. ™

2.7.1.4. A.FTER TAX RETURN ON EQUITY ' o

To estimate after tax return on equj.ty, after tax cash }low is

computed on the basis of net operating revenue«, depreciation and tax
' s b

'rate. The ratio of after tax annual cash flow and the equity JAnvestment

gives the after tax return on equity of a project. Ten year average model

based ¢n annual net operating income expected from the’ project is used.

r
Non revenue periods are disregarded.

LN

2./7.1.5 - PROFITABILITY INDEX - -
L]

N 0 4 f f \

 In this technique,;;otall initial Investment in land and building is

determined, then 10 year avéfage annual income is:computed before taxes‘

\

and depreciation. The value of the project is estimated by dividing the

average annual income by a market capitalization rate (1% percentage points Ny

’

higher than the cukrrent mortgage rate) .

Profitability index = estimated value project .
- . “+ . total in\(istment required

Profitébility Index of more than one indicates a (positive'venture.
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. 2)- Capital gaing tax consequences, buildup of equity and pr pérty". N “,z‘: . .

. 3) These tectmiques :fg'qore the time value of money: ..
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of financial benefits are not :Ln?:l@ded in the\compt\itation;lf Lo

appreciation are not considered; and A . Lo

B -

v
‘

Due to these deficiencies these téchniques may ~le£fq to inaccurate ' - .

decisions. ‘ L e ' :
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_2.7.2.1 - NET PRESENT vAbie -~ -, = P

t - -
- N . R

2 7.2 . -~ SECOND GENERATION TECHNIQUES ..

’I‘hese techniques take into account the timings of the investment
and returns‘tgenerated by it. They are based on' the application of the.

present vaiue theory to the cash flows generated by a project over its

1) ! -

life cycle from the inception of the project to the selling of it or"

\

up to the end of the horizon of the investment.

v

'The present value theo,ry considers th‘\e,effec‘t' of compoundl interest

, ) i ( , .
on the cash flows (11). Because of the compound -;Lnterest principle
money earned tods‘}; is’/more valuable' than money earned at‘ a future déte.
In the similar way the next 'year's cash f_lows are less veiuable than
the same cash flo‘ws generdted this yeer. " The futnre cash Iflows need to
be discounted to bring them toptheir- present value according to their

I

timing and with an appropriate discount rate depending upon market

conditions.

., ¥

“The Net: Present Value of a project can be obtained by subtracting

/

the present value of all the cash outflows (the initial tost, operating
expenses, etc.) from the p'i‘,e'sent_ value of all the cash flows (income A
generated by the project). .

The discount rate used to obtain the 'present value of the future
cash flows represent an expected rate of return 'gor.the investor. A .

positive net present value represents an .additional profit over \th's,"

expected rate of return on the investment . (see Table 10).

i

A




2.7.2,2. - INTERNAL RATE OF RETURN (8) N . oA

"

Net Present Value not only can be used for the viabi,lity
Nlas WY
analysis of a project but also it -can compate two alternatives. The

alternative with higher positive NPV is the one to be chosen., The- optimum
scale of a project is represented by the highest Net Present Value of the

scale of project can develop.

The internal rate of return technique is closely related to the
Net -Present Value technique. ’fhe Internal Rate of Return. 18 an interest
rate, used to.discount all the cash flows" generated by a project over

its lifetime or horizon so.that the Net Present Value becomes zero.

'For the Internal Rate of Return technique one does not need a prescribed

‘

discount rate. -

The Internal Rate of Return formula in its simplest form is as follows:

Cy )

+ -+ .__C:.i_-g- + G - . - 0
(1-p1 (1-R)2 (1-R)3 "(1-R)n -

. /

= The Internal Rate of Return '
Cn = Annual’ Cash Flows

' Cp- = Original Investment-

) , t

n’ « Number of Years - \ )

Manual computation of the IRR can be-done by trial -and’ error. Each

trial uses different discount rates close to the expected IRR to get

Net Present Value of the Project. The two discount 'zates giving the Net

' - AN ’

Present Values closest to zero, one being positive and the other being

negative, are chosed and the actual IRR is then interpolated (see Tablell). -

L I ~

-



o o The IRR of a prdjgct can be compa/?;éd/wi‘th the Rate of Retufn |

. 3 . "/ N B -
expected by .the owner and with the ri@rk factor involved in the project’
' ' to determine viability of the project. The IRR must be greater or at

worst equal to the desired minimum threshold return value.

2.8 "~ SENSITIVITY ANALYSIS (10) ’ - - 3 i

‘ ';he financial :féasibility analysis for a projeét.involves a ‘
number of variables affecting the returns from the proj ect ‘investment.
Sensitiirity variable affectiné these returns (e.g., pre‘tax‘cash’flow, '
IRR, etc :), or a specific financial deci_s;ion.v By the successive | .
application of differing values to the variable chosen, (it: is possible
\to find out how sensitive the financial outcc;me is l’to the degree of
change of the variable.

Sensit;ivity analys.is is a useful technique to judge the amount of

risk involved ‘in the project returns becduse of the uncertainty of
. < : i ‘

N

" the variables. ’
. ) / -

2.9 '- RISK ANALYSIS

Monte -Carlo simulation analy$is is a technique generally used for
¢ s - ) ' .
tisk analysis (19). To use this technique, a probability distribution

'is estimated for each of the random variables affecting the financial
performance. In executing a simulation, values for each of the random
variables are Ygenerated using random numbers and for the probability E

distributions.developed for each variable. The pfocess of computing a

specific financial performance criteria like the IRR is repeated several

-

2 4




.. , Q‘ ‘\
) / ' ' \
: 51 ’ )
. ,' ' A ‘ : l‘ ' ' l/ . ~
times with the different values of the variable. The repetdtious °
. . . -

‘calculations can_be performe& with the help of a computer program.

The outcome of this excercise is a frequency distribution of the . . S .

IRR. With the 'help of this frequency distribt;t'ibn the . risk involved

in the project can be assessed. SR

/

.




o | TABLE 10

£

NET PRESENT VALUE (20)

y ’ . ‘Fresgnt Value
Year Cash Flow Factor 2
' 1 $

2

.3
. . - |
,5 .
6 . , \

. 7‘ .
8
0
‘ 16 .

Total Present Value

BN Less Present Value of' Investment

, .
. * [
4/

Net Present Value

-

-~ i

Preéent Value
Of Tuture

.Cash Flow

- 3
AN

I
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1

. The location and the gegmetry.of the area was suitable for construction -

©3.1 > INTRODUCTION

. . R - ‘ R . _ R i .
_and would cause a minimum amount of encroactment 'on the surrounding..

58 - . .

+ CHAPTER 3 | L L :

.

~‘CASE STUDY: ROSS ROAD OFFICE AND GARAGE BUILDING PROJECT

-~

, ,JIn August 1980, a study(4)was undertaken to develop recommenda-

N .

 tions for improvement of parking and circulation préblems for the
Royal Victoria Hospital in Montreal, Quebec. Both short term and

‘long term improvements were recommended. Short term or immediate

*  improvements were suggésted to encourage better use of the existing

// .

parking capacity and improve traffic flow. The long .-term improvémerits

sn

‘were iutended to increase the pé:king capacity to meet the current

and future demand. It was estimated that an additional supply of -

’

h 314" parking spaces was necessary and the demand wou'1d continue to

" grow at the raté of 2% per year.

Ag one of the long term measures to solve parking problems at  °

the Roya.l"Victoﬂr;La Hospital, a\multiple level parking structure was -
'reCAOmended. The structure- wouid be equipped with elevators and

.indoor walkways connecting .to the Allen Memor 1al Institute and the |

" main building via Nurses' Residence. (See Appé:ndix A, Plan 1). The

L

- suggested’ location was conveniently situated sith respect to the-

: Hc;s;pi_tal'core, the Rogs Pavilion and the Allen Memoi‘rial Institute.

-

{

.green spaces. A parking structure large enough to accomodate 378 cars

[N
)

e

'would be built. The structure would "have five’ g;v.t,ories of,’ parking space. |



P

o A

e cx i

P

v 7 '

o It v‘vas‘ also felt that there 1; -a definite demend for office

space.for doctors who are affiliated to the Royal Victorid , ;
i . ; \ . . . / N

Hogpital. The office space in the vicinity of the Hospital

., would be (rerﬁr convenient and advantageous to the doctors.

:Incqrporation of of £1ce space for doctors in tljxe‘ propo sed
‘parking structyre would .‘servre a dual purpose—~ i.e., to provide
‘for offices for the doctors and it can subsidize the fdinancial

burden of the parking structure. ‘This requir ement for

of fice space was realized by adding two additional floors to the

parking garage. This\space could be Tented oux and wou],ci serve

as an addit ional'sourcfe of income to offset operating costs of

'
« ’ - i

the whole structure: of‘Ross Road Offige‘andlcarage.




1.2

. The major objectives of the Royal Vietoria Hospital

officials for construction of the Ross Road Office and Garage

$

struc ture are summarized below :Ln order of priority

1.

L

2)-.

‘o

3)

The proj‘ ect will prov‘ide additional parkin\'g space

needed currently and in the future to meet an

increasing demnnd . Ny

It should provide office space needed for the
doctors affiliated with the Ho\spital and this .
office space can. also sybsidizé the parking garage.
This building &ong' with a tunnel shr;uld serve. as an
indoor connection between the main building and the

Allen Memorial Institute for tréh'sporting patients

‘and add to the convenience of the staff and visitors.

Presently the patients are transported from the main
building to the Allen Memorial Institute by ambulance.
Tbis indoor link should result in savings no the
hospﬂzbal in terms of the money spent yearly in the
ambulance cost for transportation of the patients. '

This project is also to serve as an investment and

some returns are expected iIn the future.

v

(



' .58 a
3.3 "~ CONSTRAINIS  ° - . -
' ‘ : 1)  The major constraint is a financial one. Thé Hospital, due

to _increas:lng. expenses aéil budget cuts, has limited financial
resourcés to commit to th;Ls p?oject.. Tﬁis limit ‘is not well ,
dé\fined at this ‘sltage but equity and' carrying charges are
/ | - o to be kept to a minlimum.l B _ “ «
2) E The o‘ffice and garage stmcguié falls into tixe area zoned
as a Ibark by tt;e Municipal Q‘Zo'nin'g By-law. Such.d projetl:t:“ ‘
shall be approvec{ by the Municipal ity on its individual merits

- and the purpose it serves. Any encroachment of green space or
k3

)Y

construction of a dominant mass in the. landscape is
’” - ) © ' N '3

discouraged. The height of the building may not exceed the .
A o - iy “height of the écisting surrounding buildings. ‘Thereby the

v height of the structure and extent of the built up area is a

v
ot

¥ definite constraint.

¢ 3) The office and garage’structure shall be built oﬁ&:he sloping

Lo : land and it limits design solutions and also increases cost
of construction. ’ R S, ' o
4) The fourth constraint is an operational one. The Hospital

AN
[

would like to have 1imiteq interfererce in its operatilons

~

‘while construction is going on for the project. .This may ®

. lead to an increase in the length of the normal construction

.oa

period for the project of this type.

s -
1 -




" and layout of each floor.

"Ross Road. The design required some amount of cut in the slopes

‘ X .
from Pine and Peel Street ff;vsaing. The office floor is de%ignegi

’ ' )
. , ‘ . ‘ \
3.4 - PHYSICAL DESCRIPTION OF THE PROJECT §

The site plan and floor'blé.ns in Appendix A depict the location

2
. Lo

Q

Thej\ic concept consists of-a seven storey structure situated |
len Memorial Inmstitute and the Nurses' Residence Wing of

between
the main building. The structure will be constructed partially over

Ross Road and the piecé of land sloping considerably towarc}é

but thereby hides a large p'art of the garage from the view on

- LR I

the office entrance side. v .

" The lower five storeys are designed as a garage. They also

'
v
[}

include space for electrical substation'and mechanical room used

-

-priﬁcipally for this structure. The entrance ard exit to the

garage will be from Ross Road. P:;rking spaces in the garage will
[ .

be contrgiled from the main gate of the Hospital. There is no
N ‘-“ - ]

provision for a control booth in the garage:
, J
A N .

The upper two storeys are designed as z;n office space. The
entrance to the office and garage is completely independent and

the garage is not visible from the office entrance side. .Thus

1

the presence of the garage structure will not affecg rentability ~

» .
of the office space. Car access to the office entrance will be

14

around a landscaped court yard om the east;,gside of the building.
c . L S
. . A B .o L . :
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P . The office will be airconditioned and ‘will have a sprinkler ‘

[y

system. The office 'space can be rented Qut to one tenant or

to mulriple tenants. The floor will be divided and lp.art;lti‘onéd .

according to' the tenants'* needs. ) -

°

L The whole structure of the office and ‘garage. will be |

. { - '
built with reinforced concrete flat slab construction. Enclosure .,

. wall of -the office will be precast concreté panels with double

-

'gllazed windows. The office flc}ors will ' be carpeted and have

‘wooden and glazed partitions. The main lobby of the office’ .

T " will have a marble finish. .
o B _

°

The garage space shall not be heated in the winter.

>
v
-
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‘.. 3.5 '~ AREA AND SPACE USE BER FLOOR' N
. \ h L l § '
3.5.1  OFFICE o ,
) . ‘J T . ." - NQn-
. " Rentable Rentable Gross”
Area _Area - Area
N~ o A (s.ft.) . (s.ft.) ~ (s.ft.)
' First Floor . -18,500 W :
Of fice 15,000 .. "
' Entrance lobby, .
Reception, Electrical "
- , Room,, Toilets, o S )
Stairs/elevators & j S
Telephones, etc., ' “+, 3,500
- Second Floor -
: Office .. 15,000 - -
Entrance lobby, - ' \ ,
Electrical Room, C o
Toilets, Stairs/elev. S L , -
Telephdne, etc. ) . 3, 500 B
Total Gross Area o ‘13_7,0()0 s.ft
‘Total Rentable Area 30,000 s.ft. - ¢
"'Toqal Non-Rentable Area 7,000 s.ft. ,
o : 3 '
3 BN
i ‘ = ‘ '
N ALY I ' .
-\ ‘ | . : /. ,
, - A . L
T B . " ‘ i ~de,
° 4 . ~ ! ‘
. AN ¥
N , I . ’\, ' . T, ‘
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.‘\mm:x-«r, Radht

Y e

Level 5

Parking stalls

Electrical substation
-". Tunnel ‘ .
Stairs/elevators

v

. sLevel 4°
Parking stalls o
Electrical substation
Stairs/elevators:
"Lev"el 3 o
Parking stalls
"Stairg/elevators
Level 2. .

Pérking stalls
Stairs/elevators

.Level 1 o T

Parking stalls,

- Mechanical Room
Telephone,
Stairs/elevators

Total 'Gross Area .

7

Total no. of parking stalls

» Total hon-ren(table area

’

62
' Non- , s L "“..\‘
Rentable Renfable  Gross ’ e
Spaces |, Area . Area
(Nos.) (s.ft.) s.ft )
o \ S '
' ‘ 22,320 0,
: 33 ,
: : 2,900
4,700. . .
L 700
o © . 21,800
's0 - - - - ) SR
: 2,600 : Nk
850 L - '
- Col 24,000, ' . i
.6k /
\C* s o
3 * .. 76,000 - »
76 N
850 : .
‘ (26,800
61 3
. ' 3,100
_ 100 . -
i 850 - ) o
s 120,920 s.ft.
284 nos. .
17,500 s.ft.
\
Lo
‘ |
. o |



© '3,6 - CAPITALIZED COST: COST ESTIMATE AND

=

63

.

Vo

CASH FLOW DURING 'CONSTRUCTION

In the'cese of the Ross Road Office_Garage; the capitalized

cost of the project is made up of the construction cost and the

interest on the construction loan. Land cost is not included in .

the Analysis as the kbyal Victoria Hospital will provide the land ~
- . -

\

" Estimated project. cost and cash flows during construction were’

-

\
|
\ , L
* free of cost. o - ’ o e . k

preparif and they are based on the following data.
1) Architecturallitems estimate prepared by Leroux &
Associates melted, in 1981;

,?)— ﬁecnanical; eleettical and etructurgl“items estimate
prepared by Beauchemin-Beaten—Lépointe Inc., in
December 1981; |
3)\ Desiéi and constructlon period is eight monthe;

4’Z Sehedule,is developed on the.Basislpf 2 months /,'

design and tenderlng petiod'and 6 months,constrnction
period;'and '
5) Cost estimate is brought to end of 1982 prices by
multiplying by a lOZ inflation factor to. take into
account the average inflation during the construetion
perlod.\ The estimate ls further adjnsted tg include
.‘cnntractor'e‘profit;.superyieion,end prqject—management

fees., . . ! o




. 6k

T
Q

. "_A schedule based on an eight month cc-)n'_strdction‘period for‘ the °

project is presehted in Table 12 . The cash flow for. each month
is developq'd wif;h/ i:he 'héip d'f:" the ‘schedule.. Then the interest on .

the conatmctioxi loan is calculated in Section 3.6.1 for financing

\ -

o o/
these cash flows. An equity of 157 of the total construction and

- f

development cost is used. _ ' o

v . -
, ' . N
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.

N N .
! # . B '
' ESTDUATED N ikt
CoNSTRUCTION
. I1TOWM cosTs § X 1982 s ané,
' ’
Design & Teoderiag ° - 130,000, M
. Rxcavet fon aLs,100, N ‘ JES——
. Poundetica N 417,450, _
Youm Couc.Slab/Columss/Malle, etc. URTIN
Particions/mors 20,027, - *
Dlactrical & Pleshing 153,310,
Finishas 63,253 '
LR 4 Oone.$1ab/ColumsMalle, atc 74,107,
Particiona/Doors ) 10, 543
Klectrical 4§ Plumhiag 227,920,
Pinishas T ale.
LaveL 3 nac.Slab/Columns/Walls, ate. 113,107,
hrltl:hnllnwn ) N 10,930, ’
’ lacerical & Plusbing 184,320, ’ '
Pintahes ) n,m. ’
LIVEL 2 ooc 51ab/ColumsMNalla, ete. 313,090, o
’ Part 1:14pllmorl 10,422, '
ﬂu:rl‘c&l 1} PluMl;g ‘ 184,370, .
Paishes . 17,34,
' am Cone.S1ah/Columes/Malla, atc. 438,000, ! *
Part (t lona/Doots v 16,007, ) ‘
~ Klecrrical & Flusbing 209,920, !
Yintahes 146,628,
GROUND  FLOOR Couc.Slab/ColumnsMells, ecc. 100,800,
tnclosura 137, '
Partitiona/Doars 101,080,
Hectrical & Pluabiag 416,430, .
tintehes 127,748, ,
YT rLooR Cooc.S1ab/olume/Nalls, ecc. ! 100,800, . .
Inclosure 7 ' 79,880, .
. Mrtitions/Doors 107,864, '
Hectrical & Plyablag ' 171,450,
Tinishes 133,858,
000 Root Slad 130, 000, .
of Piaieh : 62,94, “
3T v landncaping, wc. 147,322 o
: oL ' . © 7,086,696 75,000 15,000 813,100 98,
) ’
‘Mjustment For Inflation '
( 102 Avarags) _ R . 896,610 1,030,
Cash Flow (Including Contracting Profft ,
Supervision/Project Management) 8X 8,390, 7% 15,000 75,000 968,339 1,112,

CONSTRUCTION AND DEVELOPMENT COST: . $8,391, 000



| CORSTIOCTION
SEPY. 1\ ocY. _. mc. 3. 1983 ., AME
4 .
. 7
———— .
S , N
i
’
L '
——
: q y . ]
1
‘ —
1 a—
N
¢ \
‘ t p—
- —— .
v
——
936,533 757,221 1,449,340 743,784 1,273,023 685,838 273,849
1,030,188 832,950 T1,5%,274 820,362 " 1,400,325 754,422 301,234
. R ]
1,112,60) 899,586 1,721,816 885,391 1,5124351 814,775 325,333
L:
i N
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3.6.1 - INTEREST ON CONSTRUCTION LOAN o ,

Assumgtidns:

1) .Mortgage money ‘will be received and loan is repaid at the end -
of the capstrhction period;

2) All expenditures.are incurred at the end of each month;

N
N

Ay

-

( 3) Period between actual construction and payment to the

contractor is not taken into consideration; and

4) Interest rate 1s assumed to be 20% (simple interest).

Total intéresf
| $75,000 x
75,000 x
968,339 x

1,112,603 x

- ' 899, 586 °x

. 1,721,816 x
885,99i X
\}11,512?351 x
‘816,775 x

325,333 x

. Total. interest on-construction $683,383

857 of int

Capitalized cost = $8,972,000 (8,391,000+ 581,000)

\

charges, are: = | . R

10/12 x 20/100 - $12,500. |
9/12 x 0.2 = 11,250. ) |
8/12 x 0.2 - 129,122, : .

112 x 0.2 w 129,804 - T

6/12 x 0.2 ' -. = 89,958. . J

5/12 x 0.2 ‘ = 143,485, ‘

4/12 x 0.2 - 59,066

3/12 x 0.2 LT e 8,60 ﬁ

2/12 x 0.2 - 27,159 : L o
1/12 x 0.2 - 5,422 '

ls3

erest of (157 Equity)* = $580,875

1

*'Fo; the construction loan "calculations the'equity is 157 of the

construction and development cost. The permanent mortgage is 857

- of the totél:cap;talized cost.

X
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' 3.6.2 - MARKET VALUE OF LAND -~ = .

Land 1is owned by the Royal Victoria Hospital and its cost .

will not be added to the total projeét cost. Evaluat'ién' of

[

. market value of land is made to arrive at the assesgsment of '

A

'land for real estate tax purposes. Evaluation of ma%ket' '
value of land .is based on theé f~ollow‘ing-:—

. 1) - Market data approach (23);
) (

2) Four properties' sold in mid 1981 and which are .’

within one mile radius are considered for

¢

‘determining market value of laﬁgl; ’ o
3) -. P01;f:io‘n of sell‘ing price assigrlled to the land is'
- based oh City assessment of the la’pd.anq'builld’m'g;,’, N | S
4) .Adjustmerllt Vt.o\ the séllﬁ:ng\pfices of the prolp',ertiés.“
‘are b‘a.sed" on the following .factors:' . |
1) “Lo'cat:ivpln - Prestige

. - A ' .
»

- 2) P,rox'imity to Metro and public transport o
3) Existdnce of buildihg.é constraints oﬁ‘ _\'
;le\}elopment'

.,  4), Site characteristics -

'5) .Zoning and ltegal constraints Co ~ . :

’ A

The map in figurg‘lr shows locations of the above properties' -

‘.in relation to the Ross’ Rodd Office and Garage building. ~ Table 13

, ~+ gummarizes the land value calculatiomns. -

R
'

x
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TABLE 13 _EVALUATION OF MARKET VALUE OF LAND

/‘/ -
ASSESSMENT RATIO
SELLING SELLING
) PRICE PRICE
' \ . TOTAL ATTRIBUTED OF LAND
ADDRESS LAND/AREA BLDG. LAYD.%  BLDG.Z  PRICE 7 TO LAND - / SQ.FT.
3559 $24,900. ,  $66,100. 27.36 " 72.63  $76,000.  $20,7%. , $8.09
University /2,569 ft<- /2,569 ft
3507 © ¢ 26,750. '30,250.  46.92 53.08 65,000. 30,498, 9.45
University /3,225 ' 73,225 ’
3437 60,800. - 39,400.  60.67 39.33  125,000. 75,838,  22.43
Peel /3,380 [ /3,380 ’
. 5 ’ . (
60 A 71,200. . 473,350  13.07 86.93 450,000, 58,815. . 7.55

Pine W.. /7,790

|

1

Note: 1) 100% value in adjustment factor corresponds to
o the value of the land used for the proposed
Ross Road office and garage. The factors
’ . are given equal weighting. The values were
arrived at through comparison with the
recent sale prices of the above four properties,

t

2) Adjusted price = Actuval cost x 100
, Aggregate




»,
2

- ADJUSTMENTS
LING *© . VISUAL
CE . PROXIMITY TO EXISTING & SITE ZONING
LAND / METRO & . BUILDING CHARACTER- & LEGAL : ADJUSTED AVERAGE
Q.FT. OCATION TRANSPORT ' CONSTRAINTS 1ISTICS CONSTRAINTS AGGREGATE PRICE PRICE
: - -
09 150 120 . 85 150 1300 127.00  6.37.
5 150 " 120 85 150 130 127.00  7.44
. ' ' ‘ $8.16
| , . 3 \
3 © 300 200 80 145 200 - 185.08 1212 . (1981)
- , . . . ——— *
5 90 1100 70 . 140 160 . 112,00  6.74
K A
> . N . . ) -
- ’
.‘
L1
. . &
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3.7 - -OPERATING REVENUE L

The Ross Road Office and-Garage building will have oﬁeratiﬁg

. revenue from_ two sources.

1 - OFFICE SPACE
2. -  GARAGE / e -
ASSUMPTIONS :

Considering the current very low vacancy rate for office
space in the downtown Mbntreal area, and from the demand for parking

space indicated in the traffic and parking study (4);

1) It is assumed that two floors of office‘space will have

a 957 occupancy rate when the building becomes

operational. Due to a strong demand, the rent up:’

period can coincide with the last months of the construction

period. ' A

N \

2f’ The garage 1s assumed to have a 907 average occuﬁancyj

rate when it becomes operational after the comstruction

3

period is over. . ..
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'* 3.7.1,~  RENTABLE AREA

“

RS
4

D

Plan No, ‘2

x

»

Q

shows an example of division of office floor

N
or-myltiple tenants. Floor can be divided in variety of

) ‘-*'8237

accordance with requirements of tenants|

. ' " - [ : -
. A breakdown of typical office floor is”estimiated to be ag
follows.: o ' . o
, ~ NOS. » - AREA ’
. i M . e - ! B
. Doctors Offices . 33, 2932005, ft., - ; ,Q":'
\ AY f - v Al 13
; , S
Examlpation Rooms 46 N v .'3,700 s.f¢t. :
Waitidg~Area © #1100 s.ft. ‘
- ( \ - s
5 . 2 '
Reception/Secretary "\ : . .+ 1,000 s.ft.
' Rec):ords o 500 s.ft.
Migcel/Cifculation . 2,500 5.ft. g
i 3 W f - '
Tdthl rentable space 15,009 s.ft. .
. , . < .
' 4 » ‘
. X b
.. ‘ W
‘ - # N - "
i ¢ o —
'y " PR B
s ..V‘ . ) ’
- . ] ¢
et N N
y . ‘ . - -
: ¢ - . ‘ ’ R
- . - ' . [y __\/ «
t
1
' ' - ¢ ' \> N
- "v ‘ ‘ * -
SN ' | N
. N " o 4
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S 5\ . ® . ' . .o N
\—- \ ' ’ ' -
) l ! ‘ "“ : .
-« :‘ = N \, ) |
s 3{;‘7.2 .~ OFFICE SPACE RENT | : | ]
: Rent for the office space is determined with the h%p of
v ¥
S, 'market data. ' )
) Six comparable of‘fi?ée building rem:s were considered. " o B
; ' ) ‘ These office buildings are within one m:{le radius of the ' = C
. proposed building. They a;:e as follows:=- T
. N ) [ R 'v - , L !
I)\ La Citd, ¢ S e
g N o " 2) 2001 Un%rersity @
l - 3) 1155 Sherbrocke Street West o B e ’
4) 2000 Peel : : . . [N
, 5) 2040 Peel (under comstrdctiod) . ' a
) 6) . 1500 de Maisonneuve West. e S S :
<
o ‘ ' ' ' ' A
v, 8 " ’ i ;
- : . )
2] - N 14
. . e ,
L o : N ' & e ‘ . >
) . Ehe t is then adjusted on. t?xe basis of the following - ‘
S A factors to arrive at the rent of the proposed building . Moo
' ‘ 1) Prestige of 1ocatio.n . . ~' ' T A
" 2) Quality of spac:e 4 Lo @ R . .o
. - 3) Proximity t:o Metro and public traﬁspart D 9\‘\' .~
<o O 4) Proximity to market ' T R N : | -
o N . ~ - . . .t 7o TN
[ ' : ‘ * B E ’ ¢ ‘ * ’ : s ) b . (‘ ) . \ - N #
. . Ec map in figure 5 shows thé locations of tHe six' office
% " builddugs considered for the determination of--the rent,
¢ o oo , H
4 ) ’ - - - L
. . - ) o !
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)
: , TABLE 14 OFFI!
\,' . A’
' )
ADJU$"
PROXIMITY TO . 2
, i - QUALITY OF METRO.& PUBLIC . PR
ADDRESS LOCATION SPACE TRANSPORT TO
La Cité 110 . 125 100
2001 . - .
University 150 130 150
1155 a - ' .
Sherbrooke 140 120 X 130 ' '
2000 Peel 170 - ©125 .. 150
2040 Peel 150 80 ° 140 -
1500 de \ ' ,
Maisonneuve 110 '

‘100 .+ 120

L

Adjusted tént $13.60/sq. ft. ‘triple'net
\and maintenance expenses). )

-Rent for year 1983 = $15.25/éq.'ft. net |

NOTE: 1) ° lbO# Value in adjustment factc
Office and Garage and the fact

l
2) Average operating expenses cha

-



»

TABLE 14 OFFICE SPACE RENTAL EVALUATION

-

" ADJUSTMENTS
c PRJ?XIMI’I‘Y NET RENTAL © ADJUSTED .
K : TO MARKET AGGREGATE RATE (82) ., RATE =~ ® AVERAGE
h ' ~ ‘
90 . 106.25 $12.40 \ 11.67
. ‘ , -
85 128,75 $15.00" 11.65
X N [ ’~ . i
90 120.00 $17.50 " 14,58 $13.60
A a : Yot
85 . 132.50 $16.50 12.45
85 113,75 $18.00 . 15.82
90 ' 1105.00 $16.25 15.47 ]
{ o
t. triple net basis for 1982 (exclusive of operating /
S/sq. It. net (127 inflation)
. N , ¢ ‘ .
. Vol .
djustment factors corresponds to proposed Ross Road v
¢
ge and the factors have equal weighting.
ng experises charged to tenants $9.00 (1983) '
- . . - N . . ‘ v
L 4
. K (8] ] L o]
Lot
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3.7~§:\‘;\‘— . GROSS ANNUAL REVENUE FOR OFFICE SPACE (1983)

%

Total refitable space: 30,000 sq. ft.

_Rental Ratef $15.25/8q.ft. /year
. Total revenue (yearly)' = $57, 500. |
57 Vacancy rate L . $322,875.
I - ‘ - 3 3 .
.fTotal yearly revenye . . - $434,625, °
Adjusted for vacancy Tate - “a
. ~ - - ’
say $435, 000,

7

|
h

Add operating expenses and taxes charged
to tenant @ $9/§q.f£. fvclsr\ office .spnaée‘ - $270,000. '

~
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3.7.4

PARKING GARAGE REVENUE (GROSS)' . ~ "

Parking revenue can be split into two categories .
. 1) Révenué from visitors' parking

2) Revenue from employees" parking

hY

The following figur'esgon revenue are taken from the parking and

~eirculation study of 1980, They were based on the analysis of .

. . . " \ :
parking receipts and sale of parking stickers to. the employees: ' -(4)

.
[
.,

‘Visitor’s" Parking - (1980)
-$8.74 ‘per car parking ‘stall per day -

[

Employee Parking - (198Q) .

$16.00 per stall per month.('l‘hris rent 1s maximum

T

- 1983 figures of revenue shall be:
» Rate of inflation - 127

-. Visitors' Parking:

$8.75.x 1.12 x 1.12 = 10.98

Say $11.00 per stall per day.

* Employees' Parking:,

,$16.00 x 1.12 x 1.12 = 20.07

Say $20.00 per stall per month.
. X

<

-y

$2.30 per car - with turnover ratio of 3.8/ day. .

v

I

existing rent cﬁarge,d)
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P
s

Annual Gross Revenue from Parking Garage

1

No.of stalls reserved for employees of the hospital 60

)

No, of stalls for visitors

Total no. of stalls

Annual TIncome From Employee Parking.

<

60 x 20 x 12 -

< 224 x 11 x 365

Total Parking Revelie (1983)
Deduct

107 Vacancy:

- f
, '
@ > e P A Crhn Ak et - P ?. -

it

Annual Income From Visitors' Parking

224

284

-s899,§580. S L o

$913,.760.
' $822,384. . ‘ C
" 4822, 000.
- P
\ -
Y
¢ .
A R
R
( rd ‘ . 1%2

' A . I .
’ P ) . 7@



3.7\5 - TOTAL EFFECTIVE GROSS INCOME

REVENUE FROM OFFICE SPACE: - '

Add

REVENUE FROM GARAGE:
TOTAL GROSS REVENUE:
THRU-PUT EXPENSES:

. (OPERATING EXPENSES & TAXES CHARGED
TQ TENANTS)

L)

~

$435,000.

$822,000.

$1,257,880.

¢

v, .

.0

$270,000.
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© 2) " Consulting engineers and architects who worked on

passed directly through to the tenants. ' -

.

3.8 .- OPERATING EXPENSES ‘ L.

The operating expenses for the:year 1983 are developed

with the help of the following:

‘1)  Discussion with Royal Victoria H'ospi\tal Engineering

Department; ' -

the project; '

3) 1981 Dovm town énd Suburban Office Building Experience
\Exchange Report: BOMA (2); and

4) Comparing with other office *Bﬁilding budgets in

.

the downtown region.

Q

The categories of the operating expenses for the Ross Road Office

and Garage building are Superintendent and Management, Hydro

o

'(eicluding HVAC), HVAC, 'Water, Maintenance and Repairs Services,

n

Insurance and Real Estate Taxes. These annual operating expenses are

éstimated in the following pa.ges. Part of these expenses are

/

1
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3.8,1° - SUPERINTENDENT AND MANAGEMENT- -
Garage and 'off.ice building will require only a 1limited .
amount of this service. This building shall be ﬁanaged by
a department of the hospital which looks after the-other
buildings of the hospital.
'Allowance for one janitor/superintendent half year
salary is considered enough to cover ‘this cost. -
’ ' S
$20,000.
3 ’ *
. | . . . ) /
! ‘ k. ’ - : -
. ' " i
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Garage Area:

81

- 3.8.2, -- HYDRO (EXCLUDING HVAC)

This item covers cost of energy consumed for lighting,.
- . ’ [ - N
elevators, etc. The operating expense is basad on est:imajceci

l

energy consumptlon.

OFFICE LIGHTING .

N
Office shall have fluorescent lighting with a'verage intensity
of 735 foot candles. ,Thisi rep resents eleétrical consump t ion
of about 3 Watts/sq. ft.;‘:
 office area:  3,7000 sq. ft. -
Operation time: 12 hours 'déily'
Total- consumpt ion for of £ice light ihg;:
" w(37,000 x 3 Watts x 12 hrs. x 260 days/1000) kvh

= 346,320 kwh

GARAGE LIGHTING

Garage shall have fluorescent lighting with intensity of 5 foot

candle or approximately % wvatt /sq. ft.

)

120,920 sq. ft. ., o
Operation time? 2% hrs. daily-

Total consumption for garage 1 ighting —

" = 120920 sq.ft. x % Watt x 24 hrs x 365 days/1000) kwh.

= 529,630 kwh.,

E}
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82

ELEVATORS ™ ' Lo
' - )
2 nos 20 horsepower motors
Operatjon time = 40Z per day
Taking 1 horsepower = 1 kwh.

Total  consumption for Elevator operation

+

= (2 %20 hp x 2 hrs. x 365 days x .4 Toih
= 140,160 keh.

Total’ electrical consumpt 1on
= 346,3204 529, 630 + 140,160
= 1,016’:1.]..0 kwh. !
Total annual exper/mé for Hydro (excluding.HVAC)
- i;bls,ilo x $.05/kvh

- $50,805 ' ‘ i

Say $51, 000.

3

‘.-
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o 3.8.3 .~ HEATING, V'ENTII;ATION & A;IR CONDITIONING
. - ) T

GARAGE VENTILATIONS o o . . .
-  The ventilation of the,garage will be done with 2 fans
of 45,000 cfm. capacity (motor 40 hp.)

- Energy consumption for garage:

(80 hp. x 24 hrs. x 365 days) kwh L

= 700,800 kwh.

OFFICE HEATING AND VENTILATION

‘A variable \volume type AC system will be used with
air diffusers for heating. The capacity of the system

for two office floors is estimated to be 100 tons.

<

2

Energy consumption for Heating/Air Conditioning: .
= (200 hp x 12 hrs x 260 days 3 1/3 yr.)* kvh.

, i .
4+ (75 hp %x/12 hrs x 260 days. x 2/3 yr.) kwh.

= 208,000 + 156,780 - : |

" = 364,780 kvh.
S

* 200 hp. for 4 months and 7% hp. for 8 months average. )
v ' ' s . ..

« /
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Total energy confumptiéh for HVAC: .
. . s -
- 7004800 4364, 780
" = 1,065,580 kuh. o
Al ,'ﬂ X
< , 5
a L ) .
Total annual expenses for 'HVAC:
SRR L ) ’
= 1,065,580 x $.05/kwh
= $53,279. :
" say_ $53,500. h \
* " : : I / .
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3,8.4

' GARAGE

- WATER
@

o

- Total water cons,umyioxi .

~

Parking 2 5 litre/m x per’ day

To;%l for parking - 2.5 x% 12000 X 365 = 10950 n3

OFFICE

v

Total £ o‘g’

n

+ = $1095.

'@ 10 cent/m® = $11544.

1000

. @10 cent/m;'

120 1itre/m2/ per day .

\ i

‘6'

1000

Total - $11,544.

Say

NOTE:

3% 1;09;.
$12,639. -

$13,000.

AR
\\.‘

1 litre = .22 gallons
oy ]

o~
“~

office =120 x 3700 x 260 = 115440 m?

e
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R " 3.8, S\MAINTENANCE AND REPAIRS/PAINTING AND DECORATING AR
S \ . ’
' The ampunt is” developed w qh ‘the help of BOMA Report 1981 (2)
' “FevEﬂ maintenance and e,pairs/painting and decorating
- P N _ .dosté-per 'squa;e foot per year: .o ) )
. Alteration and decorating: o 51.3 dents
3 h e s
§ Electrical Sjsteni ’ N < . 13.3 cents
- N B Combined HVAC ”mai\.nten-ang:e: o l 43.7 cents
// Elevators . . _— ) 15.9 centd’
R - 8 . . . B . TN . ! '. »
. ‘ \ 7 Total (1980)* . - . ' . 124.2 cents
S i : v . i |
, - Office maintenance and repairs/painting and decorating
ST © .37,000 sq. ft. x 1. 242 per sq. ft. - . -
‘1 ’ . - L < ‘
) N \ = $45, 95
\——/ " Garage maintenance and repairé/ .
KR o « = 120, 920 sq. ff. x .12 per sq. ft..
o . R ) O 3 & , .
U 7.’z $14;,500. . ', : . g ~
l‘ ) "Total maintenance/repairs and’ pa‘int;ing and decorating:
LT . Office = $45,954.
: Garage = $14,50Q..
' . Total  $59,954.
' say " $60, 000, B
* 1980 prices are used for 19”83 without appiying inflation factor
_ as repairs and maintenance cost for the new building will be less
* than average office buildings.
. “ ' .: !
4 + \\‘\\ ;
, . N . -
N - \. ) L
. ! - (- \\ ~
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' 3.8.6 - SERVICES' o ' o o
. — . - N -

f . ' .‘ . N f— ‘ . % ey . v & . ' .
, LA .+ *This .will iriclude cleaning service for the offices and, -
K garage. R S
. T . tleaning expense (based on BOMA 'Report 1981): .
" A - * 97.9 cents per sq. ft. per year . -4

-, " Cleaning cost for pfffce.\ . N R
. AR =-37,000 sq.ft. x 97.9 x 1.33 (inflation @ 10%)
co . .= $48,176. T ‘
X o . say §48,000. o L
' ‘ et Allowance fsor‘g‘g'raggé.cleaning: : -
S . '~ (assuming once every two weeks @ $400.). S
: . 26 %,400 = 105400, -~ _
s » ! ) Lo ®
) 0 say $10,000 = per,year ) ' )
5 . . o . I oo :
Total cleaning cost 1 \ ’ o, ,
N . C . , ~ e . o -
o = $58,000. R .
: .- . 'L.' ! . _ ’ ., ‘:;I ." L l‘
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.S T+ 3,8.7 #-- INSURANCE C ' l

»

' This is, an estimatﬁ of all- risk insurance and third o C
’ party 1iability. ‘ e “ J' T

SN T Insurance (based on BOMA” Report 1981): . . . o

- 6.8 cent’s per square foot per* year. (Building total rate)
\ GROSS AREA OF BUILDING. 157,920 sq.ft. = ‘ _;-‘
. ‘ . ‘ . .
<. .7 % Total {nsurance expense: | )
- . ‘ - ' . N , , . . .Q
= / =(157,920" sq.ft. x_ 6.8 cents) . . ‘-
. = $10,738. % R
' ) * gay $10,800.- ‘ Ce
N r i v ' . . . a . O .
) s ‘ ) C . .
‘., . ‘ " _ . i
*Insurance rat,e has been observed to be fairly steady over the
last five }\ears and no in ihflation factor is app]g.gLLQrIMS_d
s ) figure. | o o \
' U] e, :
' I ‘
N ¥ ¥ - - . »
t . ’ \ . . i “ Y ' - -~ .
! - ‘ - . . ’
. : ‘ Sa o
! v - L
D d ot .
x , ‘ N o B .
~ 0 .
R . /.
(14 P » . . ]
i \l— '\ ’ !
- { ‘\».'\ ‘ * Q"
© ! v ¢ B T ‘ \ : 7
. ) | p ’ .
, . , -, ,




> . - 1 L ¢ - : .
\ oa T ' R
° . N i N o
N ' 89 - '
- \ .‘_‘ : : “ ® o \ . : ) . - « 1
i - ) 'l ) . . . ’ I3 ‘ . . » )
3.8.8 - REAL ESTATE TAXES .
/‘5053 m{ﬁd Officve and Garage project will be subj ected only to N o—— -
real estate taxes. ‘School and @usiness taxes do not apply to - L
. - g
T institutional owners, according to the City of Mont:real tax regulations. . -
N # Existing assessment of land ced _‘ - . R - .
= $4. 32/sq. ft.

1“ Market value of land,, estixﬂated in Section 3. 6 1’ ] *

" m | $6.53/sq. ft. . . S ‘ \

' \ Assessment based on market value of land estimate. = .

4 o . . ' Ay - - )
- $6.53 x J9% ' , ' ‘
= $5.88 : S /

A . . . ' . : - : _ L £

" Based on the average of the above figures the 'assessed value for I
1983, is fixed at $67sq. ‘fi:‘. Coa o , -
' .l B r rl . - 1
"Area of land needed for .construction - )
450003q. ft,” N ~’_ o ‘
Assessed value of land (1983) . ) ) . \/
-$270'ooo. e L v 0 g
. N - o+
77
* Municipal ‘assessment in Montreal is gener®lly 907 of markéet wvalue. . T
f re “x o - « .0
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.. 3.8.8.1 - REAL ESTATE TAXES: LAND AND BUTLDING C -

" ” Total capitalized cost of the project (excluding land) - . - °
. 4. ) . . .1 S + .
’ Tt = $8,921,600. - o |
' " o I ,
Ass‘essed'value of buillding - . : L . .
' . = $8{921,600. x .9 o s
. N . ’ ) . . ‘ . ‘ ‘ + , . ’//‘ . :l‘ , e .
- o : - _="$8,029,440. -, - e
) i ‘\5—\ } - ‘(‘ . s ‘ .

e + . Assessed value oF land and building - Y

L - $8, 029,440, + 2'\7_0,000,. Cooe ;“
’ AU | - @,2’99,9&6. 2 : o } T
. R 'Say-$8,?;l00,00(‘).. PR ,'
| . Real z;:at‘e Taxés |, L. : ’_ .,
\ o - . ' ’: z $(“>6;‘400..(rét,e §0.4c'en"ts fo%: $.1~00. ‘evalu:,iti‘bfx, ‘
o maximum ‘cha\z'iged by the City of ‘ ‘

,  Montréal to an institutional owmer) N o
, S , s

«
« '
. =~ .
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FINAN CING.
-

For this case study the financing o

= to be done in the following manner:

% the proj ect ie conside;'ed

Equity 15% = $1, 34.5 800 - i
J- ¢
~Mortgage Loan 857~ =  $7, 62.6,200‘
, TOTAL $8, 972,000 ‘ .

- . .

-Due to the pfesently fluctug.ting mortgage rates, and the uncértaint‘y,

‘e

ﬁhe actual mortgage rate may vary 0ver-xhe tot&‘l

-a
' .

For the purpose of‘this study, based on the

of fut.ure rate

amort izat ion- per iod.

curfent mo‘rtgge rat_es, an average rate'of 187 per year i8 assumed

for 30 years amortization period. o

‘ L
Y

o Based’on the.above data, .the total blended monthly payment -

(- .

s ' R :
‘ . . N : Lo _
Total annual debt service - ‘ - .
co L. a $1,331,465. Coe ;
. . . . .
C . , : . )
. i -]
.
' . . . . .
A ‘e .! ‘~ -
Iy o '
- N ” . '
' ! t . \
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& = $110¢955.c -
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DATE = :

N e 3
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. L '. . . . i V- ; ‘ ‘
, + TABLE 15 = . . S
o STATEMENT OF LOAN - e
ROSS.- ROAD- OFFICE AND GARAGE '
* MARCH 1982 | :

TN

AMOUNT OF LOAN:
AMORTIZATION :

YEAR
1

30 YEARS L .
INTEREST RATE : 187 (AVERAGE) -+ - L \
‘ . - Py R ‘A_ I i B N ’
. - ' “ ) TOTAL ~ ENDING
INTEREST PRINCIPAL,  PAYMENT. - BALANCE
$1,330,133.  $1,331. $1,331,465. $7,624,869.
1,328,802. 2,662. 1,331,465, . 7,622,207.
1,326%139. 5,325, ©1,331,465. 7,616,882,
©1,323,476. 7,988, . 1,331,465, 7,608,894
1,320,813, . 10,651. 1,331,465, 7,598,243,
. 1,318,150  13,314. . 1,331,465.  7,584,929.
. 1,314,156, 17,309, 1,331,465.  7,567,620.
. © 1,308,830, ° 22,634, 1,33L,465. 7,544,986,
1,303,506.  27,960. 1,331,465.  %,517,026.
" 1,296,846, 34,618, 1,331,465, 7,482,408,
. ‘ - _
; / Y
[ -
/
ro / , -
ot ' v

. ;0

'$7,626,200.

I
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3.1 - SUMMARY OF COST, REVENUESAL PXPENSES aND'DEBT ‘SYRVICE
VARIABLES - , - BAsE CASE
1 (‘lc;nstruc;tion’ & Development Cost_’s & Fees $8,391,000.
'1:1"1'te‘rest on Construction loan D )' | 581,000.
‘_ Total Capitaliz;'ed Cost v ‘ ‘8',972,000.\
“E;ffective Gross incqme: R e
Office N . o o . 435,000,
' Effective Gross 1"ncor\ne: . B S '822,090. ‘ "
Garage o o N
lTotal.‘ Effective Gro'ss‘ Income N ’ - ' 1, 2‘57.,600,.
Superintendent . f o . 20,000,
| .Hy;d'ro Excluding HVAC ot AV( \' ’ '151,0bo. _" -
HVAC ' S e ) 53,500,
< ’ . ' L ' o
| Water T 13,000,
t'iai‘nt:(ema‘nce~ ) ' “\"' o o o “ 60;0(')6. ?
Services . ‘) o ) _ 58,,‘000. ‘
Insurance T : . IN\ . ‘ :1('),'800.
Real -Estate Taxes . : l__ - A ",66’400' )
Totai Operating Expenses , ’ | ' L . 332,700.
Tﬁ.ru-pu‘t Expenses: | | ) ' | C ‘. ‘
(Charged to Tenants) R 7 270,000, -
Cipvera‘t:ing E}:gpex:lses ‘Paid’ %yOwner L | 62,“700.~
Equity 157 - : ‘ - . | \ ' 'i,"34:;,800.
loan 857 \ o ' ‘, 7,626,200. ‘
Interest Rate ° | . a L 152/30“{681 B
Yonthly Blended Payment = Co .7 110,95
' 22. Aonual Debt Service 1,331,465.

-
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3.12° - ANNUAL CASH FLW - R o
Total éffect;‘ivé ‘gross income: © $1,257,000.. , -
‘deduct , ) : e ‘_ -
. Total oper’ati;lg expenses: ‘ . $  62,700.
(Paid by Owner) " oo
- Net operating income: . Y. -$1,19,300. "
deduct  ° :
, Debt Service - [RE $1,331,465. ‘
T " Cashflow . — $137,165.
v 4 o "'. . A ' ‘ , L~ _

The «calcul\at'io’n‘s‘ for ;:he casi'l flow for the f'irs.t: sfabi’lizéd year shows a
net 10”38.‘ If t;hé operating ‘:ancgme and ope’z"ating expens'es:cor;til.nug to 'go
Ivixp at approximate;ly _thé same .r,atlelin the follow:lﬁg years ‘and the d‘ebt:'
service remains cdnst;nt‘:,‘ the 1;:)ss s‘h.a_il_go‘or; reducing. ‘But such an o
assumption about the 'f.’ixed cost of futux:efirie(ﬁcing may not be al;ijrop;‘iaté,
given today's,flucﬁuatioﬁs in the mortgage rates. So,no 'at:t.;etn'pt is made‘ »

to predict future cash flows.
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. . CHAPTER 4

8

SENSITIVITY ANALYSIS AND CONCLUSIONS

*

4,1 SENSITIVITY ANALYSI‘S FOR THE CASE STUDY . B

For the sensitivity analysis of the Ross

project the following input variables are

@
. 1.

;/

. reference to the base case:

. Conétruction Cost

Mortgage Interest Rate
Construction Period

Amount of~0ff.ice Spéce

_
Road office and garage

te

ehosen for change with

Six different cases are considered to arrfve at 8 net increase or

N

. decrease in Pretax Cash Flow.

different alterratives considered by the Architect

The gix cases are:

w
.

15% reduction in construction cost:

15% interest rate - (Average):

-

3% point decrease in the average mortgage

[
interest rate. N

21% interest rate (Average):

37% point increase in the average mortga‘g‘e

‘Interest rate.

6 months construction period:.—
i * ,
2 months decrease in the constoruction Period

and design i:eriqd nr‘emain's «the same.

Some of these ¢ase

also represent

“

]
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' , 98 - o ' ,‘ N ‘ ‘ ‘4 ' . P
5. One additional office floor ' L ' '
K N . - - ‘ ' ’ e ’ N -
’ *6, Only garage to be built . ' . SR
" no office space j o . ' : A
. . . ) v C b, P ’ v AN
) . ] . - - ' ‘ .
N : Tables 16 and 1] show the results of. this analysis and actual
) . . )
' - calculations can be found in Appendix A. PR :
s K A . B , Y -, -
4,2 - BREAK [EVEN RENT - | o S \

Break Even Rent .8 the rental rate which gives net income equal to

[

zero. In other rds, total gross effective revenue is the sdme as '

N total of operating\ expenses ar}d %ebt serviée. In t:he fol‘lowing' lines,

T, a ‘per?entage :lncre Se necessary. in t:he ren::al rate (the Case Study)@y

’

1

- ., to arrive at \Break \ven Re~nrt is deteg:mined.

M - N . A\

Total Gross Effe\étive Income: \ $1,257,000, ‘
. " ' . Oper’ating(Expense\ Pa‘id by Olwn‘er.: o $ 62,7'00.1 . . , ,)’ ,
T, v ‘ L A ‘ . ' ' ’ i
o . . Annual Debt Service: .4 81,331,465,
L3 { . 0 s '
‘- "+ . Percentage Increase Negessary =~ oL
to Get Break Even Rent:: ) N U 'x" .‘ .,
81,257,000 (1€o x/lOQ) $5z 700 $1,331,465 o
e T S *xetrn A
o o1z inqrease in the Regtal Rate for Office and Garage will give the - -,

- . o

Break Even Rent for the Case Study and the cash flow will be zerp.

‘
;-

. ~ . i ¢ !
. e . . .
4 ° - ' N '
- . ~ -
e . - ‘ - - AR
. f ‘ PR .
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. . , .
\ ; ' | . T}BLE;‘Q: SUMMARY OF SENSITIVITY ANALYSTS 1 i
' B ‘ \ BASE CASE  CASE1
- " . "\ - T
Vo 857 .
-le : ' : »_CONST. COST
‘ ) . ,i\.‘ Consg:fu.ction & Dévelopment Coéts \ .'$8,‘3s91,000. $7,\l32',§00. '
‘ R t & Fees - ", — : . ’ T
. L 2I.-{ Interest on Go‘n'étructior; Loan - 581‘,1‘0'00. 493; 900,
e‘..."\ ‘31.7‘ . Total Capitgli;éd Cost | 8,972,000. 7,626,300. |
, , .
4, Effective Gross Incomne:
. . Office 435, 000, 435,000,
\ 5. Effective (;;x:'o s_st I‘n‘come: , . . .
Garage, 822, 000. 822,000.
6. - Total Effective Gross fncome E 1,257,600; 1,257,000.
' E 7. 'Superintendent 20, 000, 20,000.
. < 8." - Hydro E};;’luding HVAC . 51, 000. 51,000.
. -9, ﬁvzxé L 153,500;' . ,53;500.
10. Water. \ s g ) ©13,000. 13, 000.
o ©1L Mainten ance ) | .60,,000:. 60,000.
b 12. Services o 0 58, 000. . 58,000.
13. Insurance = - h 10, 800. ";10,80,0.
'lltp_Re;ll_ Estate Taxes - o N . ‘66,40(5.’ ) ‘\66,‘400.*
. 15. Total Opgrati’ng Ex;;énses, . ,332,760: ©332,700.
‘ , ' lvg. Tﬁru—Put Expenses Paid B‘y Tenant 270, 000. . 270,000,
17. Operating "Expens’es Paid\ By Oﬁper 62,700, . 62,700.
.. 18. Equity 157, o 1,345,800, 1,143,945,
", 19 - Loan 851 | $4626,200 . 6,482,355,
K ) \ "20.. Interest Rate e © 187/30 Year  18%/30 Year ,
| " 21. Monthly Blended Payment ' 110,955 © 94,313
' - 22.  Annual Debt‘Se‘rv\icel 1,331,465: 1,131,760,

' i

|
|
|



; “\
¢
SE 1 CASB2 - -CASE3  CASE 4 CASE 5 -  CASE 6
g {  15% INTEREST. 212 INTEREST 6 MONTH 7 ADDITIONAL  GARAGE ONLY )
NST. COST'  (AVERAGE) (AVERAGE). __ CONST. PERIOD _ OFFICE FLOOR___NO. OFFICE FLOOR i
,132,400.  '$8,391,000. l$8‘391,000; $8,391;OOO., $9,349,000. . $€,323:8005 )
o N ‘ . - T

493, 900. 581,000. 581, 000. 207, 000. 542,100. - . 322,§000. i

626,360,  8,977,000.  8,972,000. ' 8,978,000. 9,891,100.
. i > 00, , . _

435, 000. 435,000. 435,000, 435,000 652, 500. Tl .
lszg;boo. 822,000. 822,000. ;22,000. ~8i5;0601 +1,079,000.
257,000, 1,257,000, 1,257,000,  1,257,00C. i,517,500. 1,079, 000.

20, 000. 20, 000. 20, 600, 20,00G. 25, 000. 15, 000,

51, 000. * 51,000. 51,000. .. 51,00C.. 59,700. 35, 500.

53,500, - * 53,500?‘3\ 53,500. ° “’533500. ' 6é,§oor ’ 35, 000. o

. ! . . .

'13,000.-. ° 13,000, 1%;ood.f 13:990f " 18,800. . 1,100,

60,000. 60,000. -§o,ood.“ 60,000. 83, 000. 14,500,

ss;ooo.' 58,000, 58, 000. /58,000, 82, 000. .ia,oog.

16,800. 10,800, 10,800; - 10,800. iz,loo. '8,200.

66, 400. " 66,400. 66,400. + 66,400, 69, 500. | so,ogo. . '
332,700. 352;700. 132,700, 332,700. 412,700, *. 173,300 ‘

270, 000. 270,000, - 270,000, . 270,000, . 335, 000. -

62,700. - 62,700, > ‘62,700 62,700. 77,700. 178,300. "
143, 945. ;;,345,806: 1,345,800. ,1,3;9;700. ~—\ 1,483,665, 997,170,
482,355.. 7,626,200, . 1,626,200. 7,478,300, 8,407,435, . ' 5,650,630, -
%/30 Year 15%/30 Year '21%/30 'Year‘, 18%/30 Year -1_87,/30'Yee';r 187%/30 Y.e3r o .

94,313 o . 93,700. ‘* 128,288. 108,863. 122,321, 82,210.

131,756l : 1;124,400,\_ 1,539,456. * 1,305,640, i,467,aéz 986,500,
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5 . . - o ‘ﬁ e ) )
[ ' \ .
. . . , ‘ ' ! \ ﬁ
) TABYE 17 : SUMMARY OF SENSITIVITY ANALYSIS 2
- \ Dt . . ’ ' o o
. P BASE CASE " CSE 1 CASE 2
) . \ 852 “15% INTER
.CONST. COST (AVERAGE)
“, N~ v 4 ' . : '. .
A § \ . 3 . .
. 1. Total Effective $1,257,000. ' $1,257,.000. ' $1,757, 001
- - *  Gross Income ’ N S L™, '
, S . , .
.\ I \‘* . ~ g >
2.-Total Operating 62, 700. . 62,700, 62, 70(
Expenses Paid . o = - ‘
T By Owner X
. 3
) 3..Net -Operating __ 1,194,300." °1,194-,300..° - 1,194,300
Income o ) . .
v’ (oY ¢ B .
: . 4. Debt Service 1,331,465. . 1,131, 760, 1,124,400
‘v ", ’ 4 ‘ . ‘ }’ ’ ' ’ Y S ’
\ - ) , ' - , N
‘s .5. Pre Tax ° -137,164.° ' 62,540, ' 69, 900
Cash Flow ' -0 E ’ S
. ’ ‘ P
"6, Variation Of = ' .0 . 199,705, ] . 207,065
; Cash Flow With . : |
; Respett To . .
y Base L L —
N ’ - ' —
° 3 N .
! A s K
. o M . ‘ '/ %' ”~



»
. w» ‘l
-~ ) D
¢ . T
) 3 " o \ ©
' . v FOY s \
L] ‘q ¢ — - .
« ,‘ 3 ’ N
CASE 2 . CASE 3 CASE 4 " CASE 5 ' - CASE 6 .

157 INTEREST - 21% INTEREST 6 MONTH , - _ . 1 ADDITIONAL . GARAGE ONLY
(AVERAGE) © AWERAGE CONST. PERIOD" OFFICE FLOOR NO OFFICE FLOOR
$1,257,000. $1,257, 000. ~.$1,257,000." ~ - $1,2}7,500J . $1,079,400. o

\ r L ,
. 62,700, 62,7Q@. : 62,700, 77,700. -
Y - N = R A -, . . ” . . .
K
- 3

~

1,194,300, . ° ~1,194,300. 1,194,300.- . 1,439,800, "~ - 906,100.

Y
1,124,400, © ~ 17,539,456, - 1,305,640. . 1,467,862, 986, 500.
69,900. " . =345,155. . .=111,360. © | =28,062.
L . N . I o .
v
207,065, . . =-207,991. - . . 25,825. 109,103, °
, . i | - .. . ,
! -
] > 3 .
-~ ; " » B «
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4.3 CONCLUSION A

1

' The conclusions of the- Feasib\ﬁ‘ity Analysis are based on,
the data and the assumptions ,incorporated in " the analysis. The

-
conclusions of the Road Office and Garage Proj ect are given under

"
t

two heading: : ‘ ) o ‘ . . '
l.w_Base'Case"_' ’ RN /

2, Sensit ivity Analy\sis:

.‘ ’
o

4.,3.1 Base Case

\

o, - - The Financial Feasibility Analysis of ‘the Base- Case Study

results in a pretax negative cash flow of $137.,165 in the T

first full’year Operation. ‘This is primarily because of ‘thew amount

.

of the debt service required. - Lo

By going ahead with the project, the Hospital's first three
objectives "the ,provision of parking space, office space for the
doctokrs.. and indoor link to the Allén Memorial Institute, 'will
:b‘e reaxlizedl,at an ‘annual c.'os't‘o‘f $l37,165 a}d an equity‘ investment

of $1, 345 800 This'annual cost can decrease or go ‘up. in accofdance.

[
‘ N s

‘4with the rate at which operating Tevenue and expenses vary in

- . v

relation to the cost of financing. .
The objective No. 4, earning a return on the invest:nent will
not be realized based on the values of input variables in ihe analysis, :

©odf 'the Hospital wishes to subsidize the' rent of its emplo-yees.,‘



,4.2.2° SENSITIVITY ANALYSTS ‘ o

]

The conclusions derived from the Sensitivity Analysis of The
5 ‘ a - Ross Road Office and Garage Projects are as follows:- ‘
o o 1. The Y57 reduction in the constryction tost causes the
ptetax cash flo; df-$f§i 200. to become $62 540., a
- \' — . by about $201, 855.. | : \‘ . i
A “-é: The 37 point decrease in the Average Mbrtgage Rate\
iesuité into a cositive caah flow of $62,900., a change
of $207,065. in the‘pretag cash flow with reference to
i,} - - the base Case. - h . ) ) . . ‘
,X'i : "- - 3. The 37 point increase in the Average Mortgage Rate
increases.thp pretax negative cash flow to $345,156., a
change of $208,000. | "' ‘f BN

IR R 4. The reduction of the tonattuction pefiod from 8 months to

e ( . * 6 monthe makes a difference of $25,825.
- ] N - N i N . . . -,
3 5. An addition of one more floor of office Space requirés an

¢ \

) " increase in equity 'of $l§7,86§; but it reduces the

L . _‘negative cash flcw of‘tﬁe base case by an amount of
10 ,-ﬂ \i . $28,100. annhaiiy. . ~ . ,
’ I \?. Building no office space reduces the negative cash flow‘
( - . a ,‘in the year by $56 765. and ‘equity by first full operating year
foo o $348, 600 o ': e R

K;. i '; . total change of about . $200, OOO and equity goes down .. .




o

N

i

The pretax cash flows are very-~sensitive.to .the average mortgage .

.rate-and total constructiaqn costs. The rgductibn in the ‘construction

14
-

" cost and the inteféét7rate chatged for financing will be required to

decrease the negative pretax cash flow. ° ' ,

. The'compression of the construction period has very little effect

v

. on the énnual‘pretaxvcésh flow and the construction period ﬁay be

\

adapted to suit other criteria more than that qf*finaﬁcing.

Y. .

The increase in the office space has a positive’effect.on the

-

annual pretax cash flqw bﬁt'the'demandé>for it needs further study. h

Al

-\\Finally by proGiding na office space, the Equity and* the negéﬁive cééh
flows anéﬂreduced, but Objec;ive'No. 2, pfbyision of officé space_fof

the doctots' use, is not'achieye&.
[ ) !

Recommendations:’

L
-

<

On the basis, of this study, the following recoﬁheédations are
. N . ) . N t

L
»

made: o ’ . N

' 1. Attempts to reduce construction cost's should b;&» - o
p LS € : :

L Y.
ESa

~

-

L, positive propositiom. . Y

®

| pursued. The highﬁr cost of the garage is

principaldy because of the site,copditions which

involve cutting into rock and concrefe retaining

5 , 8 .
. walls. The re::;i;ion of the building may be .

studied as it help to make the building a

'y . , W o t

- \

2. As an institutional building, subsidized financing

may be obtained to make the project "financially feasible'. :‘

3 T

3. Explore tﬁélsubsidy the Hospital wishes to' give.

o

<
1 . ' . . -

-
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Calculation for Semnsitivity Analysisf

o _ Case No. 1l: . 157 reduction in cdnstructibn cost

~

£

%) Construction cost .

$8,391,000. x .85 Cy

$7.132,350. P

2) . lnterest on construction loan: !

Y -
. . = $581,000. x .85
, = $493,850. % e
Case No. 2: '‘Mortgage rate ioﬁered By 52 point
. ~ )
. - 1) Mbnthly blended payment .
1 ' o B} )
f . . = $7,626,200. x 12.28668 (lSZ 30 Yr. )/1000
‘ R = $93,700. ‘ ._ -
2) Annual debt service . -
- 1,126,400, o
: N .
. ’ A Case Nd. 3: Mortgage rate increased by BZippint
o 1) Monthly blended payment

2

'$7,626,200. x 16.82221 (21%; 30 Yr )/1000

. f ' $128, 288, ‘
o - R

2)  Annual debt‘service S
: ¢

. - $1,539,456. &

“?
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TABLE 6 CONSTRUCTION SQHEDULE & CASH FL?WS DURING CONSTRUCTION PERIOD CASE 4 : 6
' . ,
‘ © msrmurep N . ik
. _— s TmcTTow . o mx anc. ’ 5
- - — T - . - =<
Dastgn & Teadering N . ;uo.ooo. . .
Axcavarion ~ Js,100, N .
. Poundatioa 417,650, ) * )
) L s | Conc.Slab/DlumasMdally, ate. . 318,085, ' ‘
) br?num./nmn v 20,7, o ' N
- 3 Klactrical & Flumbtng Yo 133,50, , . . . e
' FPintshus ¢ C 3,28, 1
LEvEL 4 ., Conc Slab/Colummaalls, stc, 34,107, o
b P-rtu'hn'lnur- 10,563 ' . ' u
- Klecerical § Flumbing o 227,920. ’ -
Flatehes ' . v a,e0. s * .
v 3 Coac. SLab/Dolamns/Valls, ets. m, 107, - . i’
" Nrcicbasmors R 10,938, ) . . . '
Qectrizal L Plusbing 18,320, I -l
. 7 rintanad e %N - - i ‘ . .
LveL 1 ¢ . Conc.SIab/ColummsMalla, stc. 313,091, . )
» “Partitions/Doors 10,422, . i ' ) 1 .
' nlnctr‘lul i Plusbing 188,320, : . L '
. Pinishes , TR N . ‘ H L
wve 1 Cone SlabiolumnefMalls, ste, 138,438, ’
el Partiticos/Doors , 1,007, . N ‘
o Becerical & Mluabtng T s, . - .
Pin1shes " 146,620, , o A
i CROUND FLOOR Conc.Slab/ColumnsMalls, etc.  ° "L 100,800. ) . N
© mmelowrs BN © e ' ’
Farcitious/Doors - , - 101,080
flectrical § Plumbing 416,430, . , ’
N Fintihes R 127,746,
FIRST rLOOM Couc.53ab/Glums/Malld, atc. 100,800.0 ° . . .
. Eoclosurs . 79,066, \-
’ ' hrtlu;-l/lhon 107,064, ¢ . * B
Deccrical § Plasbiag i .50, W | ¥
¢ Tintshas ' 131,85, - '
»00¥ Bout S18b 190,000, . ' , .
' oot rnm QM4 . . - '
STRUAES  Laadecaping, e - 7,522 . . {} ,
T : .
TomaL o 7,086,696 75, 000 75,000 1,023,925 9u,j
. ., & ,
- ‘ L ! - ]
R e e flacten 116,918 | 1,00,
‘ , ] I : ~ . -
e o et oocmcctoe bose | 500 mao | amean | e
. . . - . -
CONSTRUCTION' AND DEVELOPMENT COST: - $8,391,000 - \ ‘
. . .
r
e N . N S
. ' . - - 3 i ) . n f
. N N
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- \ s -, ;
gCASE‘. 4 I: 6 MONTH CONSTRUCTION PERIOD : ‘
P , . utnncnu\ )
e, oct. . <, me, . Jan. 1993
X . :
' - BN

.

| m— ‘
, )
| v—
ya ' S—
i ‘ . . 1
14
; 5—
) < \ E———
!
; . . -1——-4
914,763 Y 1,202,741 1,271,029 1,377,026 - 1,147,205
. 1,006,239 1,323,022, 1,398,132 1,514,729 ‘1,261,925
i ; -
1,086,738 1,427,863 ° 1,509,882 1,635,907 1,362,880
- ’ ’ ' A
Cy .
’ ! ro N
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. , . . .
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' INTEREST ON CONSTRUCTION LOAN:

A

Case No. 4:- 6 Months, c'onst‘ruct'ior—tleriod
‘ §75,000. x 8/12 0.2 = $10, 000. |
:'f\\," 75,000, x 7/12 x Q;z = 8,750,
. 1;216,423..x 6/12 x 0.2 = }21,642:?
1,086,738, x 5/12 x 612 - 90;561.

1,428,863, x 4/12 x 0.2 = 95,257,

1,509,982. x 3/12,[ 0.2 75,499. .

1,635,907. x 2/12 ¥ 0.2 = 54,530,

4

22,715,

1,362,880, x'1/12 x 0.2

.
]

Total interest $478,954,

!

85Z of interest

' . (15% equity) ' = g$407,110,

Say $407,000. . =

- s

e "

- .



1
. . K . . N -
- ’ > R ’ -
_ — .. , N
' - ~ 1
,
\ -
. , _ -
. ] . .
N 13 . - ‘
~ i -
\ . -
- com e - ) ) : o o \
[ N } . i
f - ‘ \ 118 A 'L ’
+ - B N ] =
.
- . ’ -
N ;
' ’ N , .y ’ v
N . d ~
. T ! .
, N 4

R .~ Case No. 4: Reduction of conséructiox{j:eiiod by 2 mopths o

-

o L Assuinpltipn; ) ‘ ," . | - S ’ ‘ .
. JA ) "The crsnstr;xc‘tiori pgriod is comiare‘s?\ed "tp 6‘n;ontfls on- ;he‘
= L bagis of ‘;Lnérea'sed“ mau.péawe‘r by' contractors withc_;ut ar‘1y :meact‘.
- ) on‘t\:he tc;tal cost. K o o . , ‘.”W ' ‘

- 1).. See attached schedule for six months construction peridd.

. v - The cash flows durigfg ‘construction are dévelcﬁeq on the
. " ' basis of this construction period. .
- ' ‘Case No. 5: One additional office FlIoor - R

L 1) Schedule“and cash flow—during construction period are

«
N

. o .~ . developed based (on addiné 1 ‘floor "fTo 6 ﬁonth schedule

- . - N - “ ‘ B Y. .
o in Case No. 4. : ' . .
! ' N . .
v 7 ' * ] -
‘l\ - v ' " i
N ¥ -
2) Constructdon and development cost -
‘I ‘ N v \ . ! vt . t N ) . )
. v s . . ., N - - -,
‘ . '= $9,349,000. (See table 197 ) .
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- TABLE 19 CONSTRUCTION SCHEDULE & CASH FLOWS DURING CONSTRUCTION. PERIOD, CASE 5 & Al
0 J ) l - : .
. ‘ ESTIMATED : oRsyc \\
;o CONSTRUCTION - =
Jms ‘ . cosTS § . 1982 smy - DS, 1.4
‘ Dastgn & Teadering 0l weson, P — -
Excavac soe ns00. ' JR—
) Pouadation ) N . 417,630, W
LI 3 * Conc.Slab/Columns/Malls, ete. '~ 518,885, ! . . N M
’ Particions/Doors , - 20,027, 4
N Rlectrical § Meabing 233, %20, ) . -y
’ Tintshes - 63,29, )
LvIL & Conc. Slab/Columis Malle, ate. 374,107, 3 '
farcitisan/dars . 10,563 -
Klectcical & Plyabing 227, 920. i i .
Fintahen - 61,60, N - ‘
LEVIL ) Conc.Slab/ColumnaNalle, atc. an, o7, ~
Parcitions/Moors - ~ ~ 10,938, N ' ’
Tectrical 3 Pluading 184,320, :
. Fintshes MW B ) * A ‘
LEvEL 2 ' Cong . Slab/ColuvanaNalle, ste. '37),011. N ‘ .\
~ Pactitions/toors ' 10,422, . ,
\ lixuwu s r’h-bm 184,320 . X '
_ Motshes , , co 77,343, < " i - ~ , .
wL t Gonc.Slab/Colwmns/Nelle, ate. , 438,436, \<
X r.m;q;./nwn ’ 16,007, »
l.;mg:nul A Plusbing ! 09, 920, ' , N :

' T batehes ' ) 146,628, 3 ' , !
GROUKD  FLOOR Conc.Slab/ColumnaMalls, etc. 100, 800, ‘ , -
e taclosura | o 137,380, ‘

' nni:m-/lmon . .° k ‘101,080, - ‘ '
N Rlactrical & Plunbing 416,430, ‘ , ) . -
’ u:u:v-..‘ ' ! 127,748, ‘- -
FIRST FLOOR onc.Slab/Columu/Vally, etc « 100,800, N
' clomre o 79,860. ) '
- ‘ Pert{tions/Doots ‘ N 107,864, . !
. Rectrical & Plusbing #1450, s s .
- Pintabes 133,00, . . :
SEUOND FLOOR one. Slab/ColumosMalle, etc. . 160, 800, N N
) l-un\.&- ) o a0, A )
Partiztons/Doors - 107,864, - v
Decteieal ¢ Plmbisg v Ty ‘ “ .
i Tiatsbes. 133,858,
1 .woor oot Slab ' . 190,000, )
! " Roof Fimiak ‘ R ’ \ €2, 944 A '
3] . ! . v . ‘
| sivoess Lendscaping, ste. / . 1e7,522 . ’ ’
. . N - , s B
[i , Lt , K v N -
i TOTAL 1.395.5%5‘ 82,500 82,500, 1,023,923 94,7
.
Miugises T toiat i , , - mrsm | e
- N - - . .
:;:J;:;}::;Ll:lhmmn::::: ""x““" 9,}&5,66; ) 82,500 82,500 1,716,42) . 1,086,

[

CONSTRUCTION AND DEVELOPMENT COST: $9,349,000

Y

+

\
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MOD  CASE 'S : ADDITIONAL OFFICE FLOOR , . . oo
N CORS TXOCTI 0N <
anc, - sert. oct. »ov. b ‘wc . ro.
) ‘

o
3
-

! - E—— -
s’ .
: - *
- o .
{ - P .
L —

' 3 ) ~
. o - ) »
\ i 'l -
— 7 - A . N
1,000,923 © T 914,763 * 1,202,747 1,271,029 1,224,882 1,509,200 . 583,981
- - ; T ‘: - - t / - o
12,558 | 1,006,239 1,523,022 * 1,398,132 L37,370 | 1,860,120 642,379
N . N { . - .
1,216,423 .. 1,086,738 1,428,863 1,509, 982 - 1,455,160 1,792,930 693.'769
. I ’ - i L ' "' N
4 ’ [}
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3)- Interest on construction Loar: ;
Fhse No. 5 -.one additional office floor

' $82,500. x 9/12 x 0.2 = $12,375.

82,500. x 8/12 x- 0.2 11,000, . - -

’ . ~ ~

" 1,216,423, x 7/12 % 0.2 = . 141,916

]_%67% x 6/12 x.0.2, .- 108,674,

1, 428 863. x 5/12 x 0.2 . 119,072.

(’ . B

' 1,509,982,,x 4/12 x 0.2

", 100, 665.

1,455,160, x 3/12 x' 0.2 = 72,758,

$1,792,930. x'2/12 x 0.2 | = 59,764
693,769, x 1/12\x 0.2' ~ = 11,563,
_'Total interest on loan = $637;%87-

’ ' . A ‘ e
» - 85% interest (1§z equity) = -$542,119.

Y Office_keyenue up by 50% I \ .
\ - $652,500. | |
: \ /
5) 'Hyaro ' ) '
v = 18,500 sq’ft x 3 watts x 12 'hrs. x 260 days/lOOO
Cs 173 150 lwh. U e
Increaged cost |
‘ "8, 657. . ,
'Say $8;%OQ. additional' P
- ~ | '\ ‘
: . , ) ‘
- , \ s
3 . o PR
o . . | ’
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w0 7 ) mvac. -t L ‘
', > = 502 of base case consumption . T
= 182,400 kwh.-@ 5 cents/kwh. ° .
o, $9,100. additional. > B}
) ' '7) Water - - L
© ! ' N 50% of 'off.ice floor _expense "
. e g5,772. SN
o Say $5,800 additional N
[ L T . . ‘
e ’ 8)" Maintenance c N
.  Rate is $1.242/sq. ft. (base case) . -
X . * Maintenance cost ‘ v
Lo - = 18,500 sq. ft..x 1.242 T .
= $22,977. T
. _© . Say $23,000: additfomal. . .. ‘
C 9), Services ’ : B R A '
’ co = 50% of $48,000. (office in base case) .
R 70 TR N S
. - ’ ) . e - A
¢ ‘\‘ ' . ) oo ' - B N : -
o . 10) Insurance - S -
. ) . - ’ ) ‘ E '
' - L. i - . . [ N
- - 7 .. =18,500 sq. ft. x .068 - . T
. ) ",/. . A \ - N " N . . . A , ‘ v v,
i " = $1258. ' R
o ‘ Say $1300. addirional '
- \ ¢ - N . ’ - ‘“ ‘“ . ! ..
: ""f A ' A . ’j' o ’ ' ot i o v ,

~



. ' e . . T ‘
- 11) 'Re,al estaté-faﬂ;es L ~' - N . - ,‘ ' - - —
7 Addittonal cost = $958,100. T L
o ol - Assees:ed value of additional ‘;:o‘st \ t 4 - oL B : ‘
Co 0T - $862,290. - : - - ] ‘
' L “Say $862,300.°  ' \ R o
) ; ' Ad‘(.iitional‘ Real estate t§xeé . R L : . | , ‘ f L :
| o j E = $6,898 (@ 80¢/$100; ,e\ralu;c;ioﬁ)' R ’  '
. . Say $6,§‘00.,ex#ra S \ ‘ . \

R ‘ '
- ++ Case No. 6: . Garage only no office floor - -
. ' 1) Increased revenue because of using roof to park 74 moxe cars. -
: N . ’ <
Additional revenue * ~ ' -
. . | oo \
= 74 cars x $11. x 365 days : . N .
= $297,110, . ‘ ’ -
¢ . . . \ :
‘less 107 vacancy. ' LT
Increased efféctive gross revenue for garage v ' '
.o o-
.“‘ . . . . P ‘Y . X R
= $267;%00. ' RGN
i ‘ Lt ) \
. No revenue from office space. -
' - N ) ’ . ’ A
0' ) - ] \‘ . X _ - .
' ¥ , N | .
! ° - . . M
e N b B - I » , .
- o t J - ! N / )
- A H 3 . . . .
- . - ’ o o
' = . \ * A s
~ N .r N v ¢ * '
. 7 - : H ¢ ‘ ) . ’ * ' '
- - . ) / 5 . -
. , _— , ' - AR , -
" -t ' N ’ ! “ . L 3 ! - *
' \ ~ ' . ' ’ . .
B . ) . R - . v ' : s N \\\ * ' ‘ !
- ¢ e . P P '
gl ‘\ - ‘! . - ,' ! 1 ’ ' o ’ - } ,. 7\ ! L
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TABLE 20 CONSTRUCTION SCHEDULE. & CASH FLOWS DURING CONSTRUCTION PERIOD . CASE 6
’ 3 R —
C e ' . ESTUATED os1aw - '
CONSTRUCTION .
13, ' ComTS ¥ o 11 : oy - ADG. . ‘
i . ‘
. Dustgn §-Tendering #80,000. - 1
Excavat ion . 815,100, . !
Poundat ion .. a8, - L
LEVEL § s Canc.Slab/Colowns Malls, stc! 14,885 . " i
N . : . -
Partitiona/Doors - ’ 20,027, ! \
. " N
Llectrical & Flumbing 193,520,
. Pinishes 0 63,253, .
LEvEL 4 . Conc.Slab/Colums/Malle, etc. . 374,107, R B B
Particicaa/luate . .16 . , ' ‘ )
- Klectrical & Mluabing 227,20, ' ) - X v '
Piatanes . e ‘ ) ’
Lxvm. 3 Conc. Slab/Colums/Malls, etc. man. o ’ '
' o Pare tt Lone/Doore . . 10,938, ' ' -
Tlectrical § Plushing ‘ 1,00, ' B e . ‘
Piatshes ' nof . ‘
. , . B . B
LrveL 1 fonc Slab/Columms/Malle, ste. . 373,091
. Farc1étoua/Doore , 10,822,
Ractrical & Plumbing " 184,320 \ .
. . TFintebes | . 77,343 ) ‘ . v h
ZveL 1 , Conc.Slab/Colume/Malls, e 410,438
Pacrttcione/Doore |, _ ! 16,007, b
" Klecerical & Plusbing 109,920, {
Fintahes ‘ ' 146,628 -
xwor Mof Stab -, ' 190,000, ’ . -
Woof rintss 62,%4, N ‘ ,
sITE VOuIS "Lindscaplng, tc. v 187,512 : . - |
. 1 N ’ . \ , ’ * \ N
, tomn - T . 5,337,400 © 40, 000 * 40,000 815,100 936,
‘ 1 s .
' . Adjustment For Inflatfon . \ i ‘ . '
-t 1014“"“)1 } , ) . 896,610A 1,030
¢ Cash Flow (Including Contracting Profft : T ’ '
Supervisfon/Project Management) 8% - 6,325,791 40,000 40,000 968,339 1,112
"CONSTRUCTION AND DEVELOPMENT COST: '$6,325,800 . a
B ' ¢ - PR :
- ¢ . .
¢ \ , ‘« . ' ’ "
+
v ' ! = - . - / \, '
- ' ) ,
N 2 ! . - ' ’
s + N
. B , , . .
. " LIS Nt !
- i ) - - . 1|
. ‘e ‘
g . H ; ! 4 .
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! . ! 7 N
« N 1\
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- ‘ , . |
. i
, 1
“ . ' M / L]
CASE 6 -: GARAGE ONLY, NGO/ OFFICE SPACE , . / ‘
. N - ' e
/ CHMSTEOCTION - /
axx. sare. Cd \oﬂ . - . ns. 193 - / o
. . \
—— ] !
. .
' p— / ] -
\ . —
1 ~
!
. f
3 3 ’ -
N <
# ' . 1
, . —
( : \ ,
s — . \
' — . | ‘
' . « \\ E
\ f
. -
) A—— :
mm— .
Y ; P — t
5,100 36,535 - 757,288 1,208,619 860, 344 678, 974 !
’ \ L:I g i
6,610 1,030,188 832,950 1,329,481 947,038 , 146,871 \
i |
8,339 1,112, 603 899,586 1,435,839 1,022,801 806, 621
, %
_ o
N 1 ’ / )
| | % | u
) e \I ' '
N *
3 /
‘ - 1
1

.



. 124
i . . ‘ X
2) -Interest on Construction Loan: . s
Case No, 6 - garage only,—'qo offi?e space- !
$40,000. x 8/12 x 0.2 .a $5,330.
$40,000. x 7/12 x 0.2' . f‘: '4;670a |
968;333. x 6/12 x 0.2 96,834, L
i,11g,6oﬁ. x 5/12x 0.2 . . = .. 92.717. -

- "899,586. x 4/12 x 0.2 - 59,972.
11,435,839 x 3/12 x 0.2 _ - 71,792,
1,022,801' x 2/12 x 0.2 ; - 34,093

‘ ‘506,621. x1/12x 0.2 = 13,483,
Tétal interest ;A loan o= 378,851.
. 857 interest (157 eéuigy) - 1322,023-

3) / -Hydro:

I (- Roof consumption \/ . f' '-g ’

= 26,800 sq. ft. x .5 watt x 12 hrs. x 365 days/1000

Vo ¢

* ' = 58,690 kwh.-

. add~ . .. .. x

Garage -light

529, 630 kyh.

.,_,
k4

Y
Wty & g e

¢

e Aty soapy i ooy PRI, B 1% 1137 I ORI
~ R A A

R

-~

cdé}\. $36,425 @ 4 cents/kvh.

. say $36, 5000

. . ' - -
_Elevator = 140,480 kwh.
Total .= 728,480 kwh. NN

L’ g

Sa
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‘. ’ \ ' % K
¢ a"f. é “:\? N
;&) HVAC e 7 B
s N ’ ° . - ') [
‘Garage consumption’ = 700,800 kwh. .
' Cost <'$35,040 @ 5 cents/kwh. . ' T
\. say $35,000. . “ ' . X
5) Seryice - '
e - Add $4,000 to garage service amount for spring/s{lm;ler' .
s . ' , 1 , ’\ ‘ . ' .
. . cleaning and snow clearange in winter on the roof.
T . N “‘ L= ~
) 6) Insurance: Garage only I W N
‘o, ©° = 120,920 8q. ft. x $6.68'
= $8,222.
Say $8,200. C
. ' T .
LY } , - N
?j Real Estate Taxes B
e Assessed value of building ca
¢ .. ‘e N v * v \
' = 6,647,600 x .90 ’
. \‘,/ S,
= $5,982,840. .
" Ssay $6,000,000. . | )
Assessed value of building = $6,000, 000.
Add land assessed value. 270,000.
.. Y% Total assessed vglﬁe' of
the property ~ $6,270,000.
6‘ s ° i ~ :'\’ ’, ' -’
_- Real Estate Taxes - $50,160. (8 ents/$100. ‘evaluation)

<Say $50,000.

Of
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' CAPITAL COST ALLOWANCE s \

The lollowm& is

PRESCRIBED CLASSES AND RATES -
(Soyrce: ‘Scace, Arthur R.A.: bibliography 9 )--

a list of the capltal cost allowance classes and thc asscts

included thereiry as prescribed in section 1100 and Schedule B of .the’'lncom

Tax Regulations” Where a percentage rate is indicated, that is the maximum '
amount of capital cost allowance that may be claimed for the year. It is com-
pulcd .as a percentage of the undcprecnated capital -cost of the property of that
-class at the. end of the year prior to the determination of the allowance avail- |

’

able. In a number of classes the allowance is computed on a separate straight
line basis. Only a partial description s given of the assets in each class; reference

should be made to the _regulations for a completé dcscnptlon of the-assets con- )

t:uncd in each class.

@

Class 1—4%,

Class 2—6%

Class 3—5%

Class 4;6% ‘
Class 5—10%
Class 6—10%

Class 7—15% ,
Class 8—20%

Class 9—25%"
Class .10—30%

Class 11—35%
Class 12—-100%

i

, Class 13

Class 14

!

—-bndges canals, dams; roads,- sidewalks, parking or
storage areas and similar surface construction,

—electrical generatmg equipment, gas, oil or water plpe-
line, and gas, water and heat distribution equipment,

—buildings, including component parts such as.electrical
wiring, plumbing, air conditioning, heat equipment,
hghnng fixtures and elevators. Class 3 includes all
buildings not otherwise prescribed in Class 6 (frame,
galvanized iron, efc.) and genetally represent bmldmgs
of concrete or structural steel,

—also includes .buildings' erected by, the taxpayer on
leased land ,(séction 1102(5)),

—(IT-79R entitled “Buildings or Other Structures", dis-

cusses the ¢lassification of such assets among Classes 3,

6.and8.) -
—a railway system, C RN
—pulp and paper mills, '

~—buildings of ‘frame, log, stucco, galvamzed iron or cor-

rugated iron constructlon, fences, oil and water storage
tanks, railway tank cars,

—hoats. and ships, :

-—tanglble assets nat specifically included in another class
,andalso excepting certain specific jtems. This class is
a catch-ali;, the most- common, assets are machinery
and equipment and(otﬁce furmture. -

—electrical generating’ equxpment radar and radio equip-
ment,

——automotive equtpment trailers, wagons,rcontractor s
moveable équipment, assets used ip mining and loggmg
‘operations, ‘-

—rental slgns and bijlboards used in advernsmg,

—tools costing less than $100, jigs, dies, moulds, patterns.'

umforms dishes, cutlery, etc.; mine shafts. haulagé
ways,

—IJeasehold |mptovements—~amortnzed over the life of the ’
lease plus first renewal penod (minimum five years, - -

» maximum 40 -years) . '
—Schedule H of the Regulatlons ’

—-patent franchxse, concessnon or licence for a llmxted

penod-—-amortnzed over the life of the asset

v
. v
- B . s
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Class 15

© “Class 29

- Class i6—40%

Class 17—8%
Class 18—60%
Class 19 .

Class 20

Cless 21,

Class 22—50%

Class 23
Class 24

~ oy . .

basis of timber cut during the year,

—aircraft, including furnishings and parts, .

—telephone and telegraph systems,
—mouon picture films, 4

- —neéw_machinery and equipment acqurred between June
13, 1963 and January 1, 1967 by a manufacturing or _

prbéessing business having a prescribed degree, of Cana-
dian ownershnp—maxlmum claim 50% of cost.-

—new building br addition located in’ designated ‘areas of
slow growth acquired between December 5, 1963-
April 1, 1967 or subject to §n ‘Area Development grant
-—strarght line 20% of cost per year,

—new equipment for. use in’ manufactunng in desxgnatcd
areas—similarqualifications as Class 20—5Q% of cost.

—power operated movable equipment designed for_-ex-
cavaimg, moving, placmg or compactmg earth,,rock

- concrete or asphalt,

—assets for use at 1967 World Exhlbmon in Montreal, .

—water pollution control equipment—50% of cost,

or provincial corporation here income not exempt

Class 25—100% —<ertain property acquired bﬁre 1974 by a mumcrpal

-

Class 26--1%
Class 27

Class 28—30%

blass 30—-40%

" Class 31—5%

>

Class 32--10%

N N

+ from tax because of subparag ph 149(1)(d)( 1) or (u)
of the Act, ‘
—a catalyst,

‘—“air pollution control equipment’ acqunred before 1977

—50% of cdst,

—assets of a new mine or major eXpansion of an exis-
ing mine—after November 7, 1969: normal. allowance
30% but taxpayer may clanm'OO% from income of
the new mine,

. —twa-year write-off available for machmery and equip-

ment purchased from arm's length parties after May 8,
1972 for use in 'a manufacturing or protessmg opera-
tion in Canada,
—property that is an.unmanned telecommunications
« ‘spacecraft desrgned to orbit above the earth, . .
—multiple-unit residential building. that would other-
- wise be included in Class 3'where CMHC certifies that
construction commenced after November 18, 1974 alnd
before 1978, ’
—mulitiple- -unit residential building that would otherwise
* be included in Class § sub;cct to samg rerlncnons as
Class 31 '

—woods assets—depreciated under Schedule D on the -

\
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REVENUE CANAOA. TaXATION | ©

© INTERPRETATION

- supncr INCOME TAX ACT !
Costs of Disposition of Depreciable Propenty

semano  IT=108R  «* pare  March 21, 1977
meremunce. Paragraph 54(h) (also subsection 13¢1),
: . ' paragraph  13(21 Xd) and sub!cchon 40i1),
' snd paragraph 20(1)a) of the iTAR)

1 f , - o
’ L

' Thit bulletin canceis and r;places [nterpretation Bulletin

1T-108 dated June 14, 1973.

B N

1. The term *“*proceeds of disposttipn’” 1n paragraph 54¢h)
.. ot the Act means gross proceeds before deduction ofany

outlays and expenses u, Lpnnection with Ihe disposition

. sach a3 commission 'and brokerage. However 0. caleu--

K latng guns and losses dnder subsecucm 40(1), the
FOoss proceeds are compared with the aggregate of the .

adjusted cost base (or, f a part disposition; the ap-
propnate poman* thereof) and such qutlays
expenses. ' T

2. Whals the definition ot the term procccds af dlspo-

' ution” in parigraph’ 13(21)(d) 13 substanually the same .
‘o as that in paragraph 54(h), the Department will accept

- the interpretation that, in puazraph 13(21)(d), it means
the ampunt of the proce:ds net of all charges neces-
sasdy ncurred in the dxsposmon On the other hand,
the words tnn paragraph 13C1)(B), “4f the propecty had
been duposed of for the capital cost thereof”, are inter-
ptoted as not eontemplalinz any” reduction for costs
. wvolved in the dispostion of the property. The effect
of the foregoing 18 dlustrated by the followng - ‘two
examples (it should ‘be noted that pursuant to pamgraph
IH1Xb) a capueal loss cannot be clumcd mn respect of
depmmhle pmpcny)

B v “

o

Example |

! Disposstion of Dc;iwtcnbt; Property

- o

Assamptions '
Sale Price - ‘ $100,000°
.+ Capital Cost ~ - 80,000 ;
v Undeprecisted Capital Cost 50,000 | ’
Qutlays and Expenses re
Sale of Property 2000
Capital Gain o .7
) Praceeds of nfspommn $100,000,
.. . Adjuisted Cast Base 580,000 ’
N Add: Outlays énd = '
Expenses 2,000 [ 82000 . '

518,000
-

. PUBLISHED UNDER THE AUTHORITY OF THE DEPUTY
MINISTIR OF NAT'ONAL REVENUX FOR TAXATION
h v

s q:pml Gan .

L

and -

'

REVENU CANADA, |MPDT

Liill v mrsnpasmm
onykT Lot DE [ IMPOT SUR LE REVENU
‘. , . Colts de la* disposition  de bxens
) amortissables
noorsgm, [T~108R oats: .le 2] mars 1977
RO Alinéa ‘S4h) (également le paragraphg 13(1), I'alinéa
~13(21)d), le pm;r:phe 40(1) et l'alméa 20(1)a)
‘, “des RAIR) N . B

-
\

Ce: bulletin dnnule’ e1 remplace le bullenn d'nrerpretation
IT-108du 14 pun 1973 '« .

1. L'expi;sswn «produit de la dispositidny i l'alinéa S4h) de’
1a Loi désigne le produst brut avant déduction de tous débours
et dépenses en rapport avec la disposition, comme les com~
missions et les frais de coirtage  Toutefou, lors du caleul
des gans et des pertes en vertu du paragraphe 40(1) ie pro-
duit brut est comparé au total du pnx de base r.uusce (oy, s
s'agit d'une disposition partielle, de la fraction pertinente) et .

des débours et des dépenses susmentionnes, . -

2. Bien que "la défimtwon de «produrt de a disposttiom»
donnée i l'alnéa 13(21)d) soit 2 peu prés la méme que cefle
de l'alinéa 54h), le Mbustére accepte l'interprétation selon
laquelle tl s'agtt, 3 1'alinéa 13(Z1)d), Jdu montant du produst
apreés déduction de tous frais necessaurement engagés aux fins
de la disposstion. D’autre part, la Jocution s le contrzbuabie
\avait disposé des biens 3 un prix sepresentant leur colt en
caputal supporté par ture, & t'alinéda 13(1)b), est interpretée
comme ne comprcnam aucune rcdu«.uon pour les coits
engagés lors de la disposition desdrts biens.
mt(rpreutxon est dlustré par les deux exemples suwants (2
remarquer qu'en conformué de 'alinéa 39(1)b) une perte.en
capital ne peat dtre réclamée i 'Egard d'un bien amortissablel,

\
B

Exemple | ' R » v
. Dispasition d'un !;ieq amortissable Lt
Hypothises ' ’
Prix de vente ' : ’ $100,000'-
CoOt gn capual - 80,000
. Fraction non amortie du colt en, ,
capital R __50,000
Débours et dépenses engayés paur - é
la vente du bien | 2,000 .
o ..
Gain en capital !
Produit de la disposition L $100,000 _
Prix de base rajusté - 30,000
Plus: débours et dépenses_ 2,000 82,00

Gain en capitad, s $18,000
RS

FUDLIE AVEC L AUTORISATION DU SOUI-MINISTARI
Ogf REVENY NAT|ONAL rFOUR 1MPOT -

. . . '

L'effet de cette R

-
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. Recapture R T . Récupération ' R
Proceeds of Dispos- - - Produit de 13 dispou- ‘ B
tion $100.000 . tion .1 . $100,000 ﬁ .
S Less: Qutlaysand - b 1 Mopns; débours et
. : Expenses ‘__2/000 598,000 ' dépenses 2,000 _$98.000
Undepreciated | * Fraction non amortie
- 'Capital Cost ) $0,000 ’ du cout en capital * 50,000 \
Excess  Paragraph 13(1)(a) $48,000 (i) - . Excédent Alinés 13(1)a) - $48,000 (1)
. Excess If Property Sold at +Excédent u1 le bien est vendu au '
. ' Capstal Cost. ’ N prix du codt en capital: . ,
' Assumed Selling Price $80,000 Prix de vente supposé - ) $80,000
Undeprecuated Capitat - : Fraction non amortie du colit
Cost ; - 50000 ) en capital 50000 :
Paragraph 13(1)(b) $30.000 (u) - ) Alnéa 13(1)b) &Jﬁg(_] (u)
: Recapture ~ Lesxer of (1) ' Récupération ~ Le moindre de :
/ ! N and (1) SJUIOOO . (1) et () $30,000
Example 11 i Exemple If ’ - .
, | Assumptions Hypothises
. Sale Price $81,000 ° . ' Prix de vente ~ $81,000
Captal Cost 80,000 Codt en capital - , 80,000
Undeprecisted Capital Cost 50,000 - . Fraction non amortie du codt
, . Outlays and Expenges ro . _ encapital . . 50,000
' - Sale of Property 2,000, ! Débours et dépenses engagés pour
' . . la'vente du bien 2,000
v’ Capital Gain . Gamn en capital B
‘ Proceeds of Disposition $81,000 Produst de 2 disponition 331,000
Adjusted Cost Base’ $80,000 Pnx de base rayusté 380,000 .
. Add. Outlays ank Plus: débours et dépenses 2,000 - 82,000
) ) ] Expenses ‘ 2,000 82000 Y Perte en capital (non ' .\
Capital Loss (nat déductible — alinéx 1
. allowable — para- waky \ r s 1,000
. \ graph 39(1)b)) $_1,000 ¢ - ,
- N Rcc:pn;n . Récupération ‘ ,
Proceeds of Disposi- Produit de la disposi- - .
tion 581,000 ¢ fion $81,000
(Less. Qutlaysand | . Moins débours et , .
ve U R Expenses 2,000 $79,000 dépenses 1,000 _ $79,000 )
I 4 ndepreciated ) Fraction non amorte N
. Capital Cost 50,000 du (olt en capatal 50,000
. Excess — paragraph 13(1)(a) $29,000 (1) Excédent ~ Alinéa 13(1)a) 29,000 (i)
e N . . y =
Excess If Property,Sold at ~ Excédent si le ‘bien est vendu au )
Capital Cost. 0 prix du colt en capital: -
Assumed Selling Price $80,000 Prix de vente supposé 480,000
Undepreciated Capital , Fraction non amortie du .
. Cost s 50,000 colit en capital , 50,000 .
Paragraph 13(1Xb) $30,000 (11) ' Alinea 13(1)b) 330,000 (i)
, Recapture — Lesser of (1) T . Récupération — Le mowndre dé N
and (is) $29,000 @) ec (ii) - $29,000
- N S—C—C— Sr—E
oL s, - ,
’ ~ i ' i -
- N . @ 3
- 7 , 1 . B [l " v
' - 2 3 . . o 7
y . ~ \- -




3. Where the transitional provisians of paragraph 20(1)
(a) of the Income Tax Application Rules (ITAR) apply + -
on a disposition of depteciabie property to compute
deemed proceeds of disposition thereof, the Department
considars that “proceeds of dusposition” in paragraph
13(21Xd; means the proceeds of disposition computed
under paragraph 20(1X4) of the ITAR less the portion

of outlays and expenses incurred in the disposition
which exceeds the pre-1972 gan realized on the disposi-

- tion of the property '(Refer to IT:217 entitled “Capital
Property Owned on December 31, 1971 - Depreciable
Property” for a discussion of the transuonal rules
goverming the disposition of depreciable property owned |
by a taxpayer on Degember 31, 1971.) The following
example (lustrates the apphication of the foregoing. !

N 3 :

» Disposition of Depreciable Property
to Whuch Paragraph 20(1 }(a) of the
ITAR Applies:

Assumptions . . "

Sale Pnce $100,000
Fmr\llrket Value '
on Viluation Day 96,000 °
. Capttal Cost 90,000, °
' Undepreaiated Capstal
Cost |, ~ __80,000
Qutlaysand Expenses re
N . Sale of Property 12,000
Capital Gain - .
Procéeds of Disposr- , '
tion under Para-
“. graph 20(1Xs) of .,
the ITAR ‘ $.94,000 . s
Adjusted - ) . o
Cost Base $90,000
: Add: Outlays ! . .
and Expenses 112,000 102,000 T
‘" Capital Loss (not . N o '
. allowable - para- :
- graph 39(1)(b)) S 8,000
. , Ty
Recapture ¢, ) N
. Cl . \
. Proceeds of Dispoution under
Paragraph 20(1)a) of ‘" S,
the ITAR $ 94,000 .
Qutlaysand Ex- * . . N
penses. '$12,000 " .
- f 4 ’ . ' .’
~ N 1 *
g ) 3 l ] - ’

' S T :
I R :

L ) ‘ ' .

N ~__ N . '
N ' . PN
R . K
D ' .

\’g ,n S\ ' ) o
AN " - .
SN e Y : : )

: N [ \ :

{T-108R . . ) 3

3 Lorsque les dispositions transit ires de I'alinés 20(1)a) des
Régles de. 1971 concemant l'application de limpdt sur le
revend (RAIR) s'apphquent.a la disposition d'un bren
amortissable aux fins du calcul du produit Yeputé de la dispos- *
tion de ¢e bien, le-Ministére estiie que 1'expression «produst
de la dispositions d I"alinéa 13(21)d) désigne le produxt de la
disposition caleylé selon Palinés 20(1)a) des RAIR mquns la
fraction, des débours et des dépenses engagés aux fins de la
disposition qui est en Sus du gain réalise avant 1972 lors de fa”
disposition du bien. Le Bulletin [T-217, «Biens ¢en immobah-
sations possédés le 31 décembre 1971 — Biens amortussdbles»,
trate qés régles transitowres qui régissent la dispasiion d'un
bien amortissable possedé par un contnbuable le 3| decembre

1971 L'exemple suwvant, dlustre I'application de ve qui pre-
céde. ) .
Dusposition de btens amortissables visés par

'alinéa 20(1)a) des RAIR, n
Hypothéses ) .
Prix de vente $100,000

Juste valeur -
marchande au jour

de I"évaluation - 96,000

"90,000°

- Coat eq.cipnal L

Fraction non amortie

du colt en capital 80,000° N

D;boun ¢t dépenses
engagés pout la vente

du bren ' ' 12,000 )

Gain en capital’

Produit de la dise . . a .
position selon . '
'alinéa 20(1)a)

- des RAIR

Prix de base rajuste $90,000 -

, + Plus: Débourset B o
depenses 12,000

Perte en capital (non . .
" déductibie - alihea
3%(1)b))

Récupération ' - ,

Produlit de a disposition t
selon ljakir#a 10i§ ) : .
des RAIR S 94,000

Débours et dépenses  $12,000 - :

3
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’ 90,0000 - 88.000 s+ (896,000 590,000) 6,000 6,000 -
A o » i - . 88,000
Undepreciated Capital ! Fraction non amortie - .
L Cost - 80,000 . du codt en cypital 80000
. Exceas - Paragraph - . s s Excédent - alinén .’ ’ co-
131 Xa) §  8,0004i) 13y - 0 s 8000 — .
Excess If Property Sold . Excédent u le bien est f
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Price S, 90,000 , 0 . supposé X $ 90,000
Undepteci.{ted Cz;'ntu Cot - ' ' Fraction non - . .
- ¢« Cost 80,000 . amortisdu . .
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