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Are you feeling a little stressed out? Are you worried that
there are not enough hours in the day to accomplish
everything you need to do, and you’re finding your work
to be more of a hassle and less of a dream job? Today, we
want to talk to you about how to get your mojo back and
love what you are doing.

Property Management can be Difficult

Property management is a really demanding profession.
As property managers, we are on call all the time, and
that causes a lot of stress. It can result in a lot of other
things getting pushed aside while we’re putting out the
latest and hottest fire. It's easy to get burnt out. It's also
easy to forget why you got into the property manage-
ment business in the first place. You might have become
a property manager because you have a passion for

real estate and you love investing in properties yourself.
Maybe you started your own company because you
wanted the flexibility and the freedom of being a business
owner. If you're feeling overwhelmed, however, you’re not
very free.

Time Management Tips - How
to Get Your Mojo Back and
Love What You Do

BY KATHLEEN RICHARDS

Put Support Systems in Place

You need to have systems in place to help support

you, and you need to train your employees as well. You
cannot be responsible for everything that happens on

a day to day basis at your company. So, make sure you
are systemizing everything that you possibly can so you
aren’t wasting a lot of your own time taking care of things
that other people can take care of. Be sure that all of
your procedures are saving you time instead of creating
extra work for you. With all of the technology we now
have available, you can be more efficient and run a leaner
operation if you have the right tools and resources. Find
those things and get them working for you right away.

Focus on Work/Life Balance

Time management also requires you to focus on your
work/life balance. That’s difficult, especially now when
the same technology that can help us also keeps us
constantly accessible. It’s difficult to find and maintain
that work/life balance. But, there are some things you can
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Golf Class1c Tournament

June 13, 2019 8:00 am Shotgun Start
Sandpiper Golf & Country Club

18 holes, Green Fees & Power Cart o
Free Driving Range Privileges J
Continental Breakfast o
Hot Dog J
Promotional Gift o

Door Prizes

Steak BBQ

50/50

Mulligans -- Proceeds to The Mustard Seed
Proximity Prizes

Hole -In-One

EARLY BIRD REGISTRATION Early Bird Pricing: $145 before April 15,2019 Regular Price: $175

Email Registration Form to: Brittany Dorado at executive@albertlandlord.org ~ Deadline: June 1, 2019
Alberta Residential Landlord Association | #208 10544 106 Street | Edmonton, AB TSH 2X6 | Phone: 780-413-9773| Fax: 780-423-5186
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Greetings to the ARLA membership. The hands

of time stand still for no one and once again we
face a New Year, reflecting on the issues we ex-
perienced in the last. | do want to recognise a few
individuals before | delve into any of the issues. |
would like to thank Mr. Bill Begley, who has faith-
fully served on the ARLA Board for 19 years and
just this past year as the President. | look forward
to his input as he continues as Past President in
2019. We are also blessed with two very compe-
tent individuals who keep our ARLA office going
answering all your questions and directing your
attention to the numerous educational seminars
hosted by ARLA. I'm referring of course to Lynn
Biggs our Executive Director and Brittany Dorado,
Program & Events Coordinator. Many of you

may already know that we will be seeing some
changes to our office staff as Lynn will be step-
ping down from her role to retire and spend way
more quality time with her family. Taking over the
reins from Lynn is no stranger to the ARLA fam-
ily: we welcome Donna Monkhouse. Donna has
been an active member at the ARLA Board level
for 16 years and has a wealth of knowledge and
experience. Donna will be working side by side
with Lynn until she officially retires in September.
| also want to say a big THANK YOU to all the
Board members for their involvement in the ARLA
community and in making ARLA an important part
of the Alberta apartment leadership experience.
Keep up the great work Team ARLA.

albertalandlord.org

President’s
Message

BY PETE AGES, ARLA PRESIDENT 2019

Well, the greatest challenge we faced as property
managers last year was of course the legalization
of cannabis in Canada. Last year we hosted sev-
eral forums regarding this matter and produced

a Lease Addendum regarding Cannabis that
Landlords can use as part of their lease agree-
ment. ARLA would appreciate Landlord feedback
on how things are going now, what changes did
you make, and are they working for you? Are
there some other areas that ARLA can assist you
with? Email us to let us know your thoughts and
concerns.

In March we held a Lunch & Learn where
extermination matters where discussed and
moderated by incoming Executive Director Donna
Monkhouse. It was a little different from our regu-
lar lunches by the fact that all present, were part
of the presentation. Everyone had the opportu-
nity to address their concerns and collectively

we were able to learn from each other and the
experts in the room.

Thank you to Tom Schultz from Edmonton Exter-
minators and Kent Olsen from Pest Control Ser-
vices for your input and assistance in addressing
our concerns and continued support for the ARLA
membership.

Well, I'm looking forward to Spring and | hope to
see you at our next event. Watch for details com-
ing your way.

SPRING 2019
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NEW MEMBERS

Owner/Operator

Katie Adams

Baljit Manhas
CCMNDS

Jacqueline Wepruk
Gold Seal Safety
Kennedy Real Estate
Jacabus Kotze

E4c

Celtic Management
Edgar & David Castillo
Evelyn Oniciul

Jasper Place Wellness Centre
Jeff Gosling

Jasna Tosic

Justin Williams

Carol Penner

Kumar Ujjawal

Lache Shantz

Lely Herlina

Lorraine Dionne
Lynda Melech

Penny & Terran Fisher
Phyllis Bergen

Private Rental Property Management

Revill Properties
Richard Oakey
Samuel Manuel
Scott Gilbert
Valerie Reynolds
Vincenzo Carnovale
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Service Member

Atco Energy

C.L Painting

Commerical Linocraft
Complete Pest Control

DSC Construction Inc

Four Elements Electric Ltd
Great Canadian

Infinite Plumbling Heating & Drain Cleaning Ltd
Iron Shield Roofing

Locnest Holding Ltd

My Group Insurance Broker
Polytek 360

Rentokil Steritech Pest Control
Servpro Edmonton Southside
Speedy Glass 8368

Trusty Tree Services
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Market Update - Spring is upon us and while we have
had a record cold January/February, hopefully shovels
are replaced with brooms and rakes, and spring
cleanup begins shortly. After a mild fall and what felt
like an everlasting winter, let’s review what has hap-
pened in the multifamily market in 2018 and what to
expect going forward.

As Alberta and its capital progress through 2019,
Canadian Real GDP is expected to grow at a modest
1.7%. Downward pressure from Alberta’s oil industry
and a slowdown in housing and geopolitical issues
are largely to blame. While this had led the Bank of
Canada (BoC) to hold off on increasing interest rates in
December 2018 and January 2019, after 5 rate hikes
since 2017, hopefully they will take a more cautious
approach for any future rate hikes. A weaker Canadian
dollar, lower interest rates, and the recent decision
mandated by the Alberta Provincial government for the
largest 25 oil producers to decrease production effec-
tive January 1, 2019 should be positive for the overall
health of the local economy.

BARRISTERS SOLICITORS

LANDLORD & TENANTIISSUES
CORPORATE & COMMERCIAL TRANSACTIONS

CIVILLITIGATION
PROJECT FINANCE

CONSTRUCTION ISSUES: TENDERS, BONDS, BUILDERS

Phone: 780.425.9510 | Toll Free: 1.800.661.7673 | www.rmrf.com

albertalandlord.org
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Mirth
Richards
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Editor’'s Message

BY RAPHAEL YAU, CHAIR RENTAL GAZETTE

Improving market conditions will begin filtering

down to commercial real estate and other goods and
services sectors. Employment in the Edmonton area
increased modestly in 2018 by 3.6% and were largely
in construction and financial services. Job gains in the
Edmonton Region demonstrate that the region is re-
covering from the downturn in 2016. Consumer based
inflation is expected to slow in the coming months
and it could translate to the average consumer seeing
modest gains in their real spending power.

Despite decreased vacancy and increasing expenses,
multifamily property continues to appeal to purchasers
who seek a relatively stable cash flow. Continued low
interest rates encouraged demand, but also enabled
owners to make an easy decision to refinance instead
of vending, thereby maintaining product scarcity and
underpinning pricing. Capitalization rates remained
stable, the 2018 average of 5.75% being only slightly
lower than 2017’s 5.9%. This may have been due to
lower overall rent rolls affecting the underlying net
operating income on the properties which transacted.

The total transaction volume in 2018 was $454 million.
Volume was down 3.2% from 2017 which saw $469
million in sales. During 2018, 50 buildings comprising

RAPHAEL YAU
Partner

SPRING 2019

(780) 917 8326
Raphael.Yau@cwedm.com

www.cwedm.com

1,131 units sold for an average of $152,892 per unit.
However, the average is skewed by numerous large
sales of newer and/or institutional grade product that
sold at very high prices. The average price per unit for
a wood-frame walk-up apartment, built prior to 1990,
with less than 50 units, was $124,977.

In 2018, Edmonton wide vacancy decreased from
7.0% to 5.3%. Meanwhile, average rents increased by
1.2%. Until 2018, with the sole exception of 2009 and
2017, rents have increased every year since 1995.

Uncertainty in labour markets, the uncertainty of the
price of oil and to the construction of pipelines so
hydrocarbons can reach coastal waters, and carbon
tax implications will cause potential purchasers pause
before buying. However, equity market volatility and
the continued low cost of capital will ultimately spur
offers as multifamily remains a greatly sought-after
asset class. Stabilized cap rates and prices per unit
are expected. The scarcity of available product will
continue to balance the Edmonton multifamily market
throughout 2019.

Raphael M.H. Yau, B.A. (Econ), Multi-family & Investment Sales,
Cushman & Wakefield Edmonton. Source: CMHC, The Network,
Cushman & Wakefield Edmonton Research Services

|||. CUSHMAN &
(il WAKEFIELD

Edmonton

EDMONTON MULTIFAMILY TEAM

APARTMENT SALES
LAND SALES

Raphael Yau

Christopher Kamphius

CHRISTOPHER KAMPHIUS
Partner

(780) 917 8348
Chris.Kamphius@cwedm.com
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Edmonton
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FOR WINDOW

put into place to protect the balance.

For example, learn to say no to things. This may take practice, but once you learn #1 & Doo R
to say no it gives you the freedom to say yes to what is important to you. Set R E PL ACE M E NT

boundaries for yourself. For example, when you’re at home, don’t answer the
phone after 6:00 p.m. Instead, let that call go to voicemail. You can listen to it
and decide if it needs an immediate response, but it can probably wait until the
morning. « 5 yearinstallation warranty

« 40 years experience

- Licensed, bonded, insured, WCB certified
« Comprehensive product warranty

« Knowledgeable staff

Put yourself on your calendar so you remember to manage yourself. You’re not
just managing employees; you need to leave room for your own needs. You might
also have an owner walk in without an appointment, so you want enough flex-
ibility to deal with situations like that. | used to schedule time for myself in the
mornings and then make all of my appointments in the afternoons. Give yourself - Commercial financial solutions

some permission to take time off.
: ALL WEATHER
A WINDOWS

1-800-639-8846 | awwreno.ca

InstaIIatlon [, WESELL
ey

Window & Door Installer Certificatior

If you have any questions about time management and reducing some of that
stress so you can love your job again, please contact us at Landlord Source.

Kathleen Richards, is the owner of LandlordSource and The Property Management Coach, a
U.S. based company. https://landlordsource.com/time-management-tips/

Disclaimer: LandlordSource does not represent the article content in this newsletter as legal
advice. It is shared information only and up to the reader to use this information responsibly, _—

seeking legal advice as necessary to their business. MANAGED =
COMPANIES

00021710.2518

Canada’s most recommended
tenant insurance solution

ZpS Ure.ca

Created by property managers
for property managers

Easy, hassle-free, and at no cost
to you

Always know which tenants
have insurance via the online
portal and email notifications

To find out more, contact
Kathleen Corkum
at 1-866-856-9876
or kcorkum@zipsure.ca

www.Zipsure.ca/landlords

=

MyGrour rF

AUTOaoHOME  RealtyGuard®

IMSURANCE

360°PROTECTION FOR THE
REALTY INDUSTRY
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Here at CPLEA, we receive hundreds of questions about
landlord and tenant issues every year. While a majority of
them are relatively straight forward, we occasionally re-
ceive some questions that leave us scratching our heads
or in a state of disbelief (or sometimes a bit of both). In
this article, we’ve compiled answers to some of the most
memorable tenancy questions over the years. From radon
testing, criminal record checks, tenants cooking crystal
meth, questionable video surveillance to rent decreases
(ves, you heard that right, rent decreases and not rent
increases), we hope that the following questions and
answers will be informative to you.

Am | required to test for radon in my rental property?

Radon is an odorless, radioactive, cancer-causing gas
that can be found in new and old buildings. In Alberta,
there is no legislation currently in force that directly ad-
dresses the issue of radon or radon testing.

That said, landlords should keep an eye out for the Radon
Awareness and Testing Act as well as any regulations
associated with it. The provincial government passed

Screen Manufacture & Repairs

Window Repairs & Replacements

RIEACH

SERVICES INC.

Weatherstripping & Caulking

Sealed Unit Replacements

* & 6 6 6 o o

(780) 483 9561
www.allreachglass.com

Window & Patio Door Restorations
Window, Door & Hardware Replacements

Window Replacement Projects

Interior Glass & Mirror Installations
Swing Stage / Man Lift Glass Service

24 Hr Emergency Service
to Account Customers

Window & Door Specialists

Believe It or Not
Tenancy Questions

BY JUDY FENG, CENTRE FOR PUBLIC LEGAL EDUCATION ALBERTA

the Act in December 2017 but the law is not yet in force.
However, within one year of the law coming into force, the
Minister (responsible for the Act) must develop education-
al materials that encourage homeowners to measure and
take action to reduce radon levels. The Act also enables
the Minister to make regulations establishing standards
for radon testing and reduction in residential dwellings.

While there is currently no law in Alberta (at least in force)
that directly addresses radon, radon may be considered

a tenant health issue that falls under the Public Health
Act and Residential Tenancies Act. Furthermore, Health
Canada and housing industry authorities recommend that
homeowners and landlords test for radon.

For more information on radon, refer to the
following resources:

Government of Canada webpage on Radon: www.canada.
ca/en/health-canada/services/radon.html

Government of Alberta webpage on Radon: myhealth.
alberta.ca/Health/Pages/conditions.aspx?hwid=ty6131

Real Estate Council of Alberta Information Bulletin on
Radon: www.reca.ca/wp-content/uploads/PDF/Radon.pdf

| heard that a sex offender is moving into the area
where | have rental properties. Can | request a
criminal record check from prospective tenants? Is
there a way to check if a prospective tenant is a sex
offender?

No, a landlord cannot request a criminal record check
from tenants or prospective tenants. Asking for one is
considered personal information beyond what is neces-
sary to provide tenancy. For more information on privacy
law and landlord-tenant matters, refer to the Office of the
Information & Privacy Commissioner of Alberta’s resource,
Privacy and Landlord: Tenant Matters FAQs, available on
their website: www.oipc.ab.ca.

As for whether there is a way to check if a prospective
tenant is a sex offender, the answer is no. The National
Sex Offender Registry is a national registration system for
sex offenders who have been convicted and ordered by

CONTINUED PG 8
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RESIDENTIAL TENANCY EVICTIONS & BAILIFF SERVICES

Preparation and Service of Eviction Notices
Obtaining RTDRS Eviction Orders

Filing and Representation for Defense Claims
Filing and Representation for Damage Claims
Bailiff Enforcement of Eviction Orders

Writ of Enforcement Filing

Skip Tracing / Tenant Locates

And Most of All Our Advice Is Always Free!

Calgary (403) 262-8800
By Email: Calgary@ccebailiff.ca or Edmonton@ccebailiff.ca

Contact Us Today!
Edmonton (780) 448-5833

www.ccebailiff.ca
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Continued From Page 7

the courts to report annually to police. The public does not
have access to the Registry; only law enforcement can
access and use the Registry. For more information, refer
to the Royal Canadian Mounted Police’s website: www.
rcmp-gre.ge.ca.

| suspect that my tenants are cooking crystal meth in
my rental property. What can | do about the situation?

Under the Residential Tenancies Act (RTA), if the tenant
commits any illegal acts in the property, then the tenant
has committed a substantial breach of the tenancy agree-
ment and can be evicted by the landlord with a 14-day
written notice. However, in an eviction situation (where
the reason for eviction is not unpaid rent), a tenant can
write a letter of objection if they do not agree with the
eviction. The tenant must serve the notice of objection
on the landlord before the termination date. If the tenant
does not serve a notice of objection, then a landlord can
seek an order to remove the tenant.

You should also consider contacting Safer Communities
and Neighbourhood (SCAN), a unit of the Alberta Sheriffs.
SCAN initiates investigations on properties that are
suspected of being used for illegal activities and can help
landlords to facilitate an eviction or resolution. For more
information on SCAN, go to the Government of Alberta’s
website: www.alberta.ca or call the following toll-free
number: 1-866-960-SCAN (7226).

My landlord started installing cameras in and around

our building. | noticed that one of the cameras in the
building courtyard points directly into my bedroom.
Can my landlord do that?

A landlord can only install video equipment in public areas
for reasonable purposes such as security concerns. The
landlord must give adequate notice to tenants and visitors
that the premises are monitored by video surveillance for
security purposes. Furthermore, the video should not be
used or disclosed for any other purposes. If you are con-
cerned about the placement of the camera and the use of
the video, you can speak to your landlord about your con-
cerns and try to work out a solution. For more information
on privacy law or to make a privacy complaint, refer to
the Office of the Information & Privacy Commissioner of
Alberta’s website: www.oipc.ab.ca.

My landlord recently decreased my rent. Are there
rules about rent decreases? Does the rent decrease
mean that the amount of my security deposit be
reduced too?

No, there are no rules about rent decreases. You and your
landlord can agree on whatever amount of rent you think
is appropriate. There is no law that states what a fair rent
is. A landlord can offer a place at a certain rent and it is
up to you as a tenant whether you take it at that price or
not, or negotiate a different price. The only rent issues
covered by the Residential Tenancies Act (RTA) is how and
when rent can be increased, and what happens if rent is

CBI‘\"E fD[ LAWS FOR
LANDLORDS

C eo AND TENANTS
N ALBERTA

Legol Educuhor
berta

-l

not paid.

As for the question about the security deposit, there are
no rules in the RTA specifically addressing what happens
to security deposits when rent decreases. The RTA only
specifies that the amount of a security deposit cannot be
more than one month’s rent under the residential tenancy
agreement and that the security deposit cannot be in-
creased as rent increases. As the security deposit cannot
exceed one month’s rent though, your landlord should
return the difference between the original security deposit
amount and the newly decreased rent amount.

Tip: A landlord cannot require a tenant to pay an increase
in security deposit during the term of a tenancy. For
example, this means that a landlord cannot increase the
security deposit during a periodic tenancy. However, if a
landlord increases rent at the end of a fixed term tenancy
and enters into a new fixed term agreement with a ten-
ant, then the landlord can increase the security deposit.
For more information on security deposit increases, refer
to Service Alberta’s RTA handbook section on security
deposits: www.servicealberta.ca/pdf/RTA/Security_De-
posit.pdf.

For more information on tenancy law in Alberta, go to
www.landlordandtenant.org.

Judy Feng, BCom, JD, is a Staff Lawyer at the Centre for Public Legal
Education Alberta. She can be reached at info@cplea.ca.

christensen & mclean
roofing co.

60 YEARS STRONG

Cost Effective Roof Asset Management
Recognized Industry Leader Since 1958

New Roof Installation, Repairs & Replacement
Full Eavestroughing Services & Snow Removal
Customized Roof Maintenance Program

Customized Sheet Metal Flashings

Roof Inspections
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Off the Ice Networking Event

The Alberta Residential Landlord Association wishes to thank all those who joined us for
ARLA’s “Off the Ice Networking Events” held at Brewster's in Oliver Square. These were a
great opportunity for so many to network and meet new people. It also didn't hurt that there

was a hockey game, beer and wings.

We wish to thank all of our members who came out to enjoy this social and cheer on the
Edmonton Oilers. ALRA plans on bringing this event back next year and we hope more of

you will join us for this great evening of fun.

Thank you Sponsors
MR. PAYMENT TELUS AFM CEDAR TREE FLOORING SERV-IT

ARLA
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& ARLA EVENT CALENDAR 2019

uul je8ln ASSOCIATION

I3 Landlord’s Rental Resource Educational Seminars & General Meeting Luncheons

www.albertalandiord.org

St. Micheal Room, Chateau Louis Conference Centre , 11727 Kingsway Ave NW
Educational Seminar: 9:00 am—11:00 am

General Meeting Luncheon: 11:30 am—1:00 pm

Thursday, February 21, 2019 Educational Seminar & GM Luncheon
Bed Bugs & Cockroaches

Thursday, March 21, 2019 Educational Workshop
Fundamentals of the RTA
*8:00 am —12:00 pm

Thursday, May 23, 2019 Educational Seminar & GM Luncheon
RTDRS—Law vs Reality
*8:30 am—11:00 am

Thursday, June 13, 2019 ARLA Golf Classic Tournament
Sandpiper Golf & Country Club

Thursday, September 26, 2019 Educational Seminar & GM Luncheon
Landlord Bootcamp
*8:30—11:00 am

Thursday, October 24, 2019 Educational Seminar & GM Luncheon

Effective Documentation & Fair Housing

Friday, November 22, 2019 AGM & Christmas Gala
Chateau Louis Conference Centre
*11:30 am—2:00 pm

Alberta Residential Landlord Association | #208 10544 106 Street | Edmonton, AB T5H 2X6 | Phone: 780-413-9773 Fax: 780-423-5186

The Rental Gazette SPRING 2019 albertalandlord.org



BY JT DHOOT, AACI, CBV

A SIMPLIFIED CASE STUDY ON COST VS VALUE

Renovations or retrofits to an investment property that increase rents and/or
decrease operating costs may also increase a property’s value. Cost and value,
however, are not synonymous, and not all renovations are as profitable as one might
expect.

The term ‘retrofit’ is a fairly broad term that includes capital expenditures that:

a) Extend the useful economic life of the property (i.e. replacing the roof, boiler, etc.);

b) Reduce operating costs (i.e. utilities, water, insurance, etc.); and/or

¢) Add new features or amenities to the property (i.e. dishwashing machine, in-suite
laundry, etc.).

In theory, a retrofit should be completed when the incremental value created by the
retrofit exceeds the present value of its cost. Let’s break this down.

How do we estimate value?

There are three primary approaches to estimating value of commercial properties,
such as multifamily apartments:

1) The Direct Comparison Approach;

2) The Cost Approach; and

3) The Income Approach.

For multifamily apartment building valuations, the Direct Comparison and Cost Ap-
proach are typically used as secondary methodologies to test the reasonableness

One Month Free
Professional Property
Management

*
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executed Management Agreement
“Valid thru to March 1st 2019

AYRE & OXFORD INC.
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details/restrictions
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Paul A. Jones CPM ®, ACM, Associate, Partner

paulj1@ayreoxford.com

Vice President / Associate Broker (Condominium & Commercial)
Robyn Brown, CPM®, ARM ®, Associate Broker
rbrown@ayreoxford.com

No set up fees

President /Broker
Rose M Evans, AMO®, Executive CPM®, ARM ®, ACM, Broker, Partner

roseevans@ayreoxford.com AYRE & I]KH)III] Illﬂ.

Street Address
#203, 13455 — 114 Avenue
Edmonton, Alberta T5SM 2E2

Phone (780) 448-4984Fax:
(780) 448-7297
www.ayreoxford.com

Or fill out our Request for Proposal on line @ www.ayreoxford.com

The Accredited Management Organization Accreditation is the only recognition of
excellence given to real estate management firms. As an AMO® Firm we
demonstrate to investors and clients that we don't just meet the industry
standards....we set them.

Our Management Team is prepared to handle all of your needs, whether your
property is well maintained, requires immediate Capital planning, has accounting p
issues to resolve, or is simply in need of qualified personnel on site with attention An Accre.d'te‘d Management
to detail Organization® AMO®)

Renovating Your Apartment
Building: Is It Worth It?

of the value derived from the Income Approach. In its simplest form, the Income
Approach is based on the following formula:

Value = Net Operating Income (NOI) / Overall Capitalization Rate (Cap Rate)

The correct application of the Income Approach requires matching a stabilized NOI
estimate with a corresponding cap rate. Changing either of these variables results in
a change in the value of the property, as shown below:

Property Value Increases when:

a) NOI increases; and/or
b) Cap rate decreases.

Property Value Decreases when:

a) NOI decreases; and/or
b) Cap rate increases.

Investors often make the mistake of thinking the cap rate and NOI are two independ-
ent variables that can be estimated in isolation of one another. In reality, the relation-
ship between the two is a complicated one. For example, a capital expenditure, like
a new roof, might enhance the economic life of a building although it may do little to
increase rents. If the NOI doesn’t change as a result of the new roof, does that mean
the property’s value doesn’t change either? In all likelihood the cap rate would be
adjusted downward to reflect the incremental value added by the new roof, but how
much should the cap rate be adjusted downward?

How do I calculate the present value of the retrofit costs?

It seems simple enough - add up the all invoices and voila, there’s the total cost of
your renovation project. Calculating the true cost of a renovation project, however,
may involve further considerations:

e Are there any financial incentives being offered by government or industry that can
potentially offset your up-front costs? Are these incentives paid in a lump-sum up-
front payment or are they received over time in future years?

e Have you included a management fee to reflect your time and expertise in execut-
ing the renovation project (i.e. obtaining permits, obtaining quotes, hiring trades,

managing trades, etc.)?

e Has lost rent throughout the renovation project been accurately accounted for?
To renovate or not: A simplified case study

Let’s assume you own a 50-unit apartment building built in the 1960s. The prop-
erty has an excellent location and despite dated interior and exterior finishings, the
property has operated at full occupancy in recent years. You are currently debating
completing one (or neither) of the following renovation projects:

Hypothetical Renovation A

Hypothetical Renovation B

Objective To increase average rents by To decrease operating costs
complating significant cosmetic  and increase the remaining
upgrades to the interior and economic life of the property
extarior of the building. by replacing major building

components

Scope of Work MNew extarior paint, high- New building envelope, basic
and appliancaes and lighting/ in-suite and common area
p g fixtures, marbh parades including flooring
flooring, etc. paint and energy-efficient

fixtures

Anticipated Cost $2,223,853 £1,900,000

(incl. foregone rent)

Incremental Annual Rent, $ $210,000 $30,000

Incremental Annual Rent, % 389% 5.6%

Incremental NOI, $ $119.601 £80.316

Incremental NOI, % A7.6% N9%

CONTINUED PG 12
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Continued From Page 11

You have researched your property’s competitive positioning within its market and

based on this analysis, and the scope of each retrofit project, you have estimated

Hypothetical Retrofit A will result in greater incremental annual rent and NOI, albeit at

a slightly higher anticipated cost. What should you do? Some (but far from all) of the

considerations you should keep in mind include:

e Are there rent controls that may limit how much and when you can increase rents?

e How will your property assessment, and hence property taxes, be impacted?

e How will your property’s post-retrofit average rent and operating costs compare to
the broader market?

The following analysis compares the property’s current ‘as-is’ value against its ‘as-

Current Hypothatical Hypothatical

(As-1s) Rencvation A Renovation B
KEY ASSUMPTIONS
No of Units 0 0 30
Awg. Monthly Rent per Unit $500 $1,250 950
Stabilized Vacancy Allowsnce 0% 0 £l
Operating Expense Ratie (% of EG1 52.0% 0% 20.0%
Total Renovation Costs ] $2223 B53 $1.900,000
Owerall Capitalization Rate (Cap Rate) 450% 475% 425%
PRO FORMA
Patential Gross income (PGI) $540,000 $750,000 $570,000
Lesa: Wacancy Allowance $16,200 $22,500 $17,100
Ecquaals: Effective Gross income (EGD $523,800 $727.500 $552.900
Less: Operating Expenses $272.376 $356.475 $221.160
Equals: Stabdliced Net Oparating Incorme (NO 251,024 $31026 sa31740
WVALUATION ANALYSIS
Stabilzed NOI 2540 a0 $331.740
Cap Rate 450% 475% 425%
Copitalized Valus $5587,200 $7.811,053 7,805,647
Lesa: Renovation Costs $0 $2.223.853 $1.900,000
Equals: Current Market Value Estimate $5,587.200 $5,587,200 $5,905.647
CONCLUSIONS.
H ch h dded to th 3 i
{Post Renovation Value - Curvent Vakue) NrA $2,273 853 2218447
Wit zosts 4 to achisva this in | valua? NAA $2323.853 $1900,000
{Post Rencvation Value - Renovation Costs) MNAA $0 $38.447

(7]
=
(-]
®
-3
(]
=
2
8
3
-
o
]
g
=
o
)
=
[1]
®

renovated’ value based on Renovation A and B. Note the average rents and operating
costs are different in each scenario, as is the cap rate. In short, a higher cap rate for
Renovation A reflects the added risk of targeting the small ‘high-end’ segment of the
market whereas the cap rate for Renovation B accounts for the relative safety of hav-
ing rents at current market levels, plus the expectation of no major capital expendi-
tures over the near term.

Both Renovation A and B increase the value of the property but only Renovation B
results in an increase in value. In other words, the value added to the property in
Renovation A equals the cost of Renovation A, meaning there is no excess cash
(profit) left for the investor (assuming no fees are included in the renovation cost).
Would you invest $100 to receive $100 in return? Probably not.

0On the other hand, Hypothetical Renovation B created over $300k in value. Should
the investor undertake this project? What if the investor created $200k in value,
should he or she undertake this renovation project? The answers to these questions
depend on internal factors specific to the property and external factors related to the
broader market. In the end, spreads between cost and value provide investors with
opportunities to make profitable investment decisions. Understanding how and why
cost and value may be different is, in large part, what differentiates successful inves-
tors from the rest.

JT Dhoot is a Chartered Business Valuator (CBV) and Accredited Appraiser (AACI)
with over 10 years’ experience in valuations, real estate development, and private
equity. Connect with him on LinkedIn and visit www.omnisvaluations.com and www.
outlookrealty.ca

feel good
about that
leave behind.

Landlords, we can help it find a new home.
Arrange a FREE pick-up of good quality multiple
items left behind in move-outs. For $80 we’ll
grab and dispose of the junk too. Call us at
780.988.1717 to make arrangements.
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“Our goal is to have clients, not customers”

Capitall

— Exterior Solutions —
18411 - 121 Avenue, N.W. Edmonton, AB, T5V 1R2
Phone: 780-757-3930 | www.capitall.ca

Capitall Exterior Solutions is an owner-operated
company with over 30 years’ experience.

We offer these services with our

own in-house hourly employees: - V(I,/e arj a ’
® Full exterior envelopes solution-based company:

. All of our services come
® Windows and doors with an industry-leading

® Siding, soffit and fascia 10 Year Warranty on Labor

® Vinyl membrane decking Bundle our services and SAVE!
® Railings Any 3 services offered
completed consecutively -
5% discount

More than 3 services
offered completed consecutively -
10% discount

I““--—d-‘l smm
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ARLA will be introducing a new story feature into The Rental
Gazette Newsletter and we are reaching out to our Owner/
Operators & Property Managers for stories on “A Day in the
Life a Property Manager”. We know as a Landlord that each
and everyone of us has that one hilarious story that can make
us laugh or on the flip side, hard to believe that something
like that really happened. ARLA would welcome receiving your
personal favorite story and if you have a picture to go along
with this, all would be welcome.

Preferred Service Member (PSM) “Column” - Send in your
articles on anything new or send in answers to any questions
you think the Professional Members may be asking. Again,

pictures are welcome so feel free to provide a picture of two.

Professional Photo Gallery - We welcome photos from all
our members (e.g. site teams, office teams, awards, or a
photo of something you feel worthy of sharing. Include a tag
line to accompany photo. If you send in a team or office/team
photo, tell us a bit about it. Your staff will be thrilled to see
their photo posted into The Rental Gazette.

Please email your story and pictures to Donna Monkhouse at
donna@albertalandlord.org or executive@albertalandlord.org.

The Rental Gazette is published four (4) times per year and

90

Submetered tenants use less energy.

And they trust our bills.

i’ olution105

making sense of energy

780.429.4774
www.solution105.com

LOCAL - NATIONAL « INTERNATIONAL

00 brainer

stories would need to be into us no later than March 1, June
1, September 1 and/or December 1.

We know how busy you are, and each day there is always
something new and interesting and sometimes unbelievable
by many.

Here is one of my favorite stories to start this off.... please
read below:

A DAY IN THE LIFE OF A PROPERTY MANAGER
By Donna Monkhouse, Past Property Manager

| had recently taken over a 24-suite building in the downtown
area. It was a quaint little building, with many problems as
they usually have. | hired an onsite manager to take care of
the building maintenance, cleaning and tenants. He was a
brother of someone who already worked for me, so he came
with what | felt were good references at the time.

So, as time went on the building became more trouble than

| could handle with an already large portfolio, and over the
course of a few month, | spent every day at this building
trying to make it better. | went to my boss at the time and told
him | could not continue with this building and so it would be
passed the next day to someone else. Thank goodness!

ARLA Introduces News Column
Featuring Landlord Stories

BY DONNA MONKHOUSE

However, that night | was watching the 11 o’clock news and
there was a news reel indicating that the Edmonton Police
SWAT team were on scene and surrounding a downtown
apartment building. Yep! It was that building! Just then my
phone rang and the caller introduced himself as an EPS police
sergeant calling to advise that | needed to come down to the
building — 11 at night and in to that building, | told him that
was not going to happen and that was when he said they
would come over and personally pick me up and bring me
down to the building. When | arrived at the building, they took
me up to my “Site Managers” suite. He was the instigator and
was holding up in the suite and had been hanging out of his
apartment window, wielding a gun and threatening anyone in
sight. I hollered loudly so he could hear.... “What are you do-
ing “Bob”? “You need to stop this and get out here right now”.
The door opened and out comes Bob, my site manager, with
his head hanging low and sheepishly said “I'm sorry Donna.

I soon learned that he was running a prostitution ring / drug
house and on top of this was selling stolen goods out of that
one-bedroom apartment and had been since the day he
moved in.

# C.L. Painting Inc.

Residential & Commercial
Interior & Exterior

Paint, Stain, Spray, Sealer.
Repair & Paint textured ceiling.
Level V Primer for Walls & Ceilings

Parking lot line markings.

QGraffiti.

Office: 403-460-4240
Fax: 403-460-6102
cl.painting(@yahoo.ca
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K Landlord’s Rental Resource

The social media post went out and yes, it is true;
Lynn Biggs is retiring from ARLA. You all know
and love Lynn as much as | do, | am sure. She
has been not only the Director of an Association
that | have belonged to for over 16 years but

has become a true friend over the years. Now
that | am under her wing to make sure | learn
everything there is to know about ARLA, she is
keeping me very busy. Since starting in January,
| have come to the realization, that her job was
not all about golf tournaments, seminars and
general meeting luncheons, but there is a whole
lot behind the scenes that is important to keep
the Association robust. | have been working on
learning all of this and bringing in new members
to make ARLA stronger — with a bigger voice that
needs to be heard.

ARLA Update
Spring 2019

BY DONNA MONKHOUSE

So, a reminder to all of you, to recommend to
your service contractors, painters, plumbers and
heating people, flooring people, property manag-
ers, owners, even those with one rental unit, that
they need to join ARLA. The fees are reasonable,
and the benefits are high, the networking alone is
invaluable.

So, what have we done since the start of 2019!
Our Bed bug seminar was a huge success in
February and CMHC told us things were look-

ing better for the rental market at the luncheon.
March 19th Members attended a fun evening at
the “Off the Ice Networking Event” at Brewster’s.
Our seminar on Fundamentals of the RTA and the
Bed Bug Q & A Lunch & Learn was well received
by all that attended.

SERV

albertalandlord.org

Bailiff Process Tenant Default

Qur “Three Step Hassle Free Eviction Process”
1.Preparation and Service of Eviction Notices
2.Representation at the RTDRS
3.Enforcement of Court Ordered Evictions

SERV-IT takes the hassle out of being a landlord!

Contact us today! Our advice is always free!
(780) 424-9020 tds.servit@shawbiz.ca

I'T

3 GRAND PRIZES  *-~=
JWINNERS!

WIN $2000 toward your choice of a dream vacation, a shopping spree or spa experience!
ARLA members and their employees have access to exclusive discounts - Find out how much

If you have not already found ARLA on Facebook;
LinkedIn and Twitter, please do and share, follow,
connect or friend us.

| look forward to a great year as the Incoming
Director and have already started planning ARLA’s
25th Anniversary which is on February 27, 2020
so please Save the Date.

you could save!
Get a Quote Today
1-844-866-9687 ' ;t; nomical
WWW.MYGROUPCA/ARLA o
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Unlock your
rental potential

Find out how you can
benefit from teaming
with 4Rent.ca

4ARent..

APARTMENT RENTALS SIMPLIFIED - NATIONWIDE

CAROLYN PORTEOUS | CAROLYN@MEDIACLASSIFIED.CA | 780.984.4902
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