O'urer the past
year, we've all
watched the financial
market closely to see
how our industry
would be affected by
the recession. |'ve
asked a couple of
industry-leading
professionals in the
multi-unit residential
sector to comment an
the trends affecting

our industry, and offer
advice onimproving your building’s bottom
line.

Danny lonnuzzislio
Broker of Recond

Despite the global economic crisls, Sandy
Mandel of Sanford Mandel & Associates
Inc confirms that "the multi-unit residential
sector's performance remains relalively
stable and consistent when compared to
other sectors.”

Sandy does, however, caution that we may
not have seen the recession’s full effects
on property values in Ontario. The full
impact has "yet to register in the rear-view
capitalization rate mirror... Trades even in
late 2008 and the few trades in early 2009
may not give a clear reading on the current
market pulse.”

It is Sandy’'s belief that, in the near future,
there will be a property value "re-pricing” in
the market with buyers paying a premium
for "strong locations, well maintained
buildings and professional operations”
and “corresponding discounts for
challenged counterparts”.

One of the ways in which to increase your
property's value is through a condo
conversion. Mark McMackKin is an expert in
the field of condominium conversions. With
many multi-unit residential owners
considering conversions on their buildings,
| asked Mark to explain the process and
benefits it could bring to your investment
property.

Continued on Page 2....

The A B C’s of Condo Conversion
By Mark McMackin, Ricketts, Harris LLP

Generally speaking, a condoeminium
conversion is the process of converting an
income property or other land held under one
title into individual units for sale. Subject to
any specific restrictions that are imposed by
municipal or other approval authorities, any
type of existing structure can be converted to a
condominium. Condominium conversion is
possible for all different types of properties,
including multi-family residential buildings,
co-operatives or co-ownerships, multi-family
row dwellings, and industnal or commereial
buildings which can be converted nto
individual housing units or commereial units.

Why are Condo Conversions Popular?

Typically, the market for condo conversions
occurs when the price of single family homes
increase beyond the reach of the first time
buyer. Converted condominiums provide an
excellent opportunity for a small percentage of
tenants to own their own units given low
interest rates and first time ownership grants
like those in Peel Region of 510,000.00.
Furthermore, due to these market factors,
investors, both domestic and foreign. are
increasingly interested in converted
condominiums as an affordable means of
acquiring property for imvestment purposes.
Smaller investors, domestic and  foreign, who
are now completely disillusioned by the stock
market are showing continued interest as well,
purchasing several condominium units rather
than a large. single-title property. Multiple
types of investors, including developers and
landlords/owners, wishing to capitalize on this
market demand and flexibility on maximizing
their return on investment and tax reduction,
often decide to pursue condo conversions.

What are the Key Benefits of Condo
Conversions?

Condominium conversions can result in
significant tax benetits for a property owner
because they allow a property owner to take
advantage of the lower realty taxes for single-

family property units as compared to mult-
family commercial mill rates. For example, a
multi-family property in Toronto can have
taxes of up to 3.8 times the amount that would
be paid on the same building if it were
composed of a series of single-family
condominium umits rather than a single, mult-
family unit property. Conversion also
provides for greater estate planning flexibility
for those smaller multi-family owners given
the liquidity of the asset. In this circumstance
for instance, a & unit owner can dispose of a
unit at will for any purpose such as retirement.
| have also started performing conversions on
family owned factories where the parents who
own it are unsure of growth in the future due to
disinterest of their children.

In addition, condominium conversions
generally result in an increase in the value of
the units if sold either to unitl owners or
investor groups. Some of this increase in value
comes from the conversion itself, and some
comes from minor upgrades to the units and
common areas that may occur during the
conversion process.  In each conversion, it 1s
necessary to offset the amount of the increase
by any costs required to bring the building in
ling with various municipal standards (which
normally have been met by virtue of being an
apartment complex already). Furthermore, as
viou are not changing “a brick™ on the building
municipalities cannot  impose development
charges or other weighty development
measures. However, the net increase can be a
significant incentive for property owners
considering conversion.

There 15 an advantage to developers/owners in
considering conversion as well. In a market
where construction costs are high, a
conversion of an existing multi-family
structure will often be much more cost
effective and easier given the dearth of stick
built financing currently available.  Ewven
current property owners can take advantage of
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The A B C's of Condo Conversion
.. Continued from Page 1

these benefits: the comparatively fast process
of conversion (6-9 months) 1n most
Jurisdictions often makes it possible to sell and
presell individual units when they are in the
process.

Mark McMackin, a partner with Ricketts,
Harris LLP, has been engaged in this area
with his team of Planning and Survey staff
for 13 vears. Mark has completed and 15
currently engaged in the process throughowt
Ontario on many projects. If you would be
interested in learning more about the potential
of your building for conversion, from 4 — 400
units, please contact Mark by phone at (416)-
364-6211 ext. 214 or by email at
mmecmackinferickettsharris.com. You can
also find more information on our law firm'’s
website at www.rickettsharris.com and
www.condoconversions.ca.
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ARE YOU THINKING OF SELLING?

Below is a partial list of services that our team at Skyview Realty, Lid. Brokerage will
provide for you.

“We Don't’ Just
List Apartment

- Provide you up front with a market evaluation of your building.

- Determine an asking price which is acceplable to you.

- Describe how to prepare your building for the best exposure in the market place.
- Prepare a marketing information package to be presented to all prospective purchasers. We Sell Them!”
- Create a dynamic marketing plan.

- Marketing directly to all prospective purchasers of apartment buildings.

- Follow up and represent the building to gualified potential builders.

- Megotiate an agreement of purchase and sale.

- Advise on various clauses pertinent to the purchase and sale of a prospective building.

Buildings,

- Facilitate the transaction during the due diligence process to ensure a smooth closing. DANNY'S CORNER
- Maintain the relationship even after close by providing resources and assistance. .. Continued from Page 1
By using Skyview Realty, Lid. Brokerage, you don't just sell your apariment building, you | would, also, like to extend a
experience a sense of comfort that you are making a proper decision each step of the way. ‘congratulations’ to my good friend Mac
My team and | look forward to sharing that experience with you. We can be contacted at hampace. He was recently eatured a5
anytime through our office at (416) 444-6545. part of the TowerWise Program’ for his
- Danny lannuzziello, Broker of Record commitment to cut cosls and emissions
' in multi-unit residential properties
throughout Toronto.

B Danny lannuzziello
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CMHC'’s Ontario Rental Market Rapnrt: Shows Vacancy Rates on Average Increasing and Average Rents Increasing Overall

Vacancy Rates (%)
Private Structures with 3 or more apartments.
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Ouwr nenwsletler is published quarerly:

(January, March, June and Seplembear).

ADVERTISING:

For advertising rates and article suggestions, please contact the
marketing department or email infoi@skyviewrsaity.com
PRIVACY:
Please refer to our web site for our Privacy Policy Statemenl

If wou wish to be removed from our malling list, kindly sdvise us
by fax, e-mail, or telephone.

THE SKYVIEW TEAM
419-220 Duncan Mill Rd., Toronto Ontarlo M3B 3J5
(416) 444-6545 Fax: (416) 444-6097
Email: info@skyviewrealty.com
www.SkyviewRealty.com

Al information furnished regarding this newsletter or information
contained herein, i from sources deemed reliable, but no warranty or
representation s made as ko socuracy theseof and the reader is
advized to seek independent legal, accounting or any other consulting
advice as may be deemed necessary. Any property informaton may
not be used in advertising on any third-party platforms without the
written consent of Skyview Realty Ltd, Brokerage.
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