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return on investment 

& property values

	· Investing on the redevelopment of heritage buildings is profitable

· Most restored historic buildings have a higher than average property value

· Adaptive reuse projects cost less than demolition and new construction, and have a higher than average return on investment




Designated heritage properties perform better than average in the real estate market.  

A study investigating almost 3,000 properties in 24 Ontario communities representing a wide variety of sizes and characteristics found that:  

	In Victoria, British Columbia, property investors that have taken advantage of a tax incentive program for rehabilitation of heritage buildings have seen property assessment increases of at least 30%.

(Plan Canada, 2003)


· 59% of designated heritage properties had higher property values than the average when compared to surrounding market trends within the community

· 15% had the same property values as the average 

· During periods of market downturn, 47% of designated heritage properties increased in value, and 32% performed the same as average

(International Journal of Heritage Studies, 2000)
Rehabilitating heritage buildings is more cost-effective than 

demolition and construction of a new building

Canada Mortgage and Housing Corporation (CMHC) estimates that converting non-residential buildings can cost 5-15% less than demolition and new construction.  Financial benefits are attributed to the following factors:

· The pre-existence of the building shell, including the walls, structure, floors, and sometimes the mechanical, electrical, and vertical circulation systems

· Construction is faster, causing savings in “bridge financing”

	“Land purchase prices [of brownfield sites] are often lower or comparable to greenfield sites.”

(CMHC: Redveloping Sites, 2006)


· The building is already serviced with water, sewer, and electrical services

· There is usually increased flexibility in unit design due to higher ceilings

· Surrounding neighbourhoods are less resistant since the conversion will often mean the area is being upgraded and is less disruptive than demolition and new construction
(Canada Mortgage and Housing Corporation: Converting 

Non-Residential Buildings, 2006)
Even when the cost of a redevelopment project is slightly higher than building new, there is reward of a higher return on investment due to high rent, lease, or sale prices

A study of 75 adaptive reuse projects in Ontario found that the cost of rehabilitating a building and new construction were comparable.  On average, in two categories, reuse costs less, while in three other categories, the difference was eight percent or less (see Table below).  Even where the conversion cost for redevelopment is higher, all the developers in this study had confidence that the market would bear the elevated costs.  No project investigated failed to report moderate to high income generation.

Table: Total Cost Per Square Foot 

	Building Type
	Small 

(>18000 sq. ft.)
	Medium (18000-50000 sq. ft.)
	Large 

(>50000 sq. ft.)

	New Residential
	Projects often private & too numerous
	$155
	$130

	Rehabilitated Residential
	
	$144
	$231

	Cost Difference* 
	
	Minus 8%
	Plus 44%

	New Commercial
	$95
	$155
	$165

	Rehabilitated Commercial
	$111
	$169
	$102

	Cost Difference*
	Plus 15%
	Plus 8%
	Minus 38%

	New Institutional
	$195
	$195
	Insufficient data

	Rehabilitated Institutional
	$212
	$200
	

	Cost Difference*
	Plus 8%
	Plus 2%
	


*Cost difference between rehabilitation and new construction

(University of Waterloo, 2005)
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