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ol ~ To erncourage %2 explicit and dore complete statement
'of pclicy and cbjectives sc that the universities would have improved
opportunities to plan intelligently for the future, the Council of
Ortario Universities (COU) prepared this brief to suggest to the
Ontario "Council on University Affairs (OCUA) some factors to be taken
intc.account in sstablishing objectives and policy for capital .
financing. Xmong the cbjectives deemed paramount by the Committee are |
thre following: the adaptation of the existing physical plant meet
charging needs, the preservation of the physical plant for reqhisite -
quality and performance, the replacement of equipsent and furniture
— for requisite- quality-and performance, and the accommodation of - IR
presect enrollment and anticipated growth in owerall. enrollsent.
Suggested government policy to support objectives are these: fund
cyclic reneval (to include renovations, alterations, and the E
replacement of furniture. and equipment), fund new space as necessary, |
and fund the rental cf temporary space or the purchase or reantal of
portable space. The brief also lists factors to be considered in
planning for the isplementation of the policy and aids or '
prerequisites to capital planning and- the equitable distribution of .
funds. Appendices contairn ;hree previous COU subamissions on capital
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Dr.. J. Stefan Dupré = - ) -

Chairman

Ontario Council on University Affairs

801 Bay Street, 2nd Fldor ,  .——v—- .
- Torontg,/Ontério.,g —

" . Dear Dr. Dupréf v

-

P /.

In connection with tihe discussion of c'pital policy scheduled for the May 14-15
OCUA hearings with the universities, I'am pleased to transmit on behalf of the
Council a brief entitledt Capital Support: Objectives, Policy, Implementation.
. Bound with the brigf‘jf/appendices are three previous COU submissions on capital
financing. ’ )

- v - s Ll

tal_Financing, and .
hiktee, since time

The enclosed documgnt was prepared by the Committee on C3
approved for trapsmittal to OCUA bb the COU Executive @
did not permit 4 review at a meeting of the full Council; -
" Yoy will hotg that the brief putlineg three -alternativessto the funding of P
‘furniture 3a4d‘equipment replacement.“<¥here is some difference of opinion
amongst tife universities on which apﬁ%ﬁéch would be preferable. The Executive
- Committeg récommends to OCUA that the second alternative, based on ‘the present
MCU pr 'tice, be chosen. . '

-

.81

}ély,'

(/;o n B. Macdonald % - ' ) .
' ecutive Director ] R ’

O
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n. | 3
The Cormittee on Cathal F1nan01ng would again }1ke to, draw attention to

its earlier recomgendations for the need of a set of p011c1es and pro-
cedures governing the allocation and dlstrlbgtion of capital funds' for

Ontaric universities. In its Advisory Memorandum 74-1V the.Ontario ‘

i . .
Council on University Affairs spoke of'"an imhediate need for enunciated

r
. . . 4 . N . .
government obJectlves in capital a551stance“ This matter was raised

]

again in «d»lsorv Memorandum 75-VI in whlch CUA made the point that

sic government pollzy in the

thieTe was an even nore urgent need for a
]

realn of capital f-inance, at least for t next decade and perhaps for

_ : & .
the balance of the century. A number of the elements of a possible policy
in the capital area are raised by way of questions 13 the introduction

to OCLA's Second Annual Repor: which will be published in the near future.

In this repdrt OCUA suggests that the Eggﬁhrary suspension of the Interim

Capital Formula, and the capital support based upon it, had now gone on

for such a long period of time as to generate a poliey/vacuum. :

/ | .
.o _ .
/
The evidence is gquite clear from gevernmeﬂt behaviour dur1ng the suspension

of the formula that the p011Cy -in fact is to prov1de little or no fundlng

for new space, i.e., additional .or replace@eht. Evidence for this was

included in the recent Speech from the Ihrope in which it was stated that
"unnecessary expan51on of colleges, unive;s;ties, schools, hospitals and

P

other major capital projects will be curtailed whenever p0651b1e" *

-

-

During these times of -financial constraint it is easy to understand

. . - o
government's reluctance to provide additional space; however, there still

remains the ‘unanswered question of how to provide the funds for ne cessarz

new space and for alterations and renovatlons of existing space (i e.,

¢

- * Qntario Deﬁates,_Marc 9, 1976, p. 180.

) /

—

)
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- cyclic-renewal). An explicit and more compléte sd&tement of policy and *
objectives would improve the opportunities for the universities.to plan

. s
intelligently for the future, and the Committee on éapital Financing ',

‘would support and encourage OCUA and the government in th1s direction. ' .

Y @ . " - T ’ . *

The purpose of this brjef paper then is to respond to—some of the -

questions in the 'Introductior® to the Second Annual Report of OCUA and .

;to suggest some factors to be taken- into account in establishing ob-
jectives and poliCy for capital financing. In reflecting on these, it

“ seemed to the Committee that obJectives might be cons1dered first, then

a policy for ach1ev1ng these objectives, and f1na11y planning for the

implementation of the policy. ; . ' s :
ht , ,
i ) . . ./ . -
“ — . oot [ o
_ 11 Capital qupért Qbjectives A - . <
. \\ ’° 1 . -
‘ . : L) L R
Among the obJectives deemed to be\paramount by the Committee are the -~ .
: . ) AN ¢ ‘
- follow;mg . B T S U
T ) * : ® . - N 7

~ ' -

a) The adaptation of the ex1st1ng phys1ca14plant to meet changing needs.

/
Even in the context of level ‘or decreasingust@dent enrolments, . -
> physical plants will require alterations to‘adjust to changes in the .
- & distribution of student enrolment within and among institutioms, to

R . changes in the methodology ofrlnstructlon and résearch, .and to

. changes in code requ1rements. There is the need 'to reduce energy ’
consumpt1on which necESsitates changes in bujlding systems. Besides.'

. the societal expeqtatiOns that this be done, such a programme will

N ' LI Y . *
assist universities to maintain an acceptable level of operating

*“ . costs and hopefully reduce ‘such expenditures. :) L :
. ~ . Al .

N
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MG D IHLAEIGSQTVG{IOD ot “the phvslcal plant for _requisite qualr;y.and L - .o
e [ performance. ,Bplh bu1ld4ngs and building elements wear out or B@come
. e onsolete and requ1re rcplacement Even whén annual repalrs are made

in a svstematlc wav,~thert Com€3fa tlmp whgg\fystems need to be replaced

' HOMCVLF 1t is of pr;mg_lmportance for Ontariq un1ver51t1es to preserve . N

. .

the th51cai'plant they currently possess. -

. N .

Y

\ N ° s

. t) Thy replacemunt of equipment and furnituré for requisite quality‘and. ’
1 ~ -

a
s

Nerormance. Fu*nxture and xnstrqctlonal and resedrch _equipnent requ1re

N ———

»

. ' per;odic replacement and are very 1mportant elements in the ma;ntenance
» { .

of ouallt" and performance of an academlc enterprise, .Since some such

P

*

expenoltures were _included in capital al cations'during original

- ) construction oF rehoyatisn of bu1ld1ngs, tye requisite funds for

..  replacement have-ngt been fonnd in operating grants. There 1s a concern,' \ .

. unlch appears to be -justified), hat institutions aré unable to adequately h

‘galntaln furniture and equ1pment in the face of other pressures on o
. i
avarlable operatlng funds s . .

| . c"'. \ re -

4 .-

d) The accommodatlcn of present enrolment and ant1c1pa§§d growth 1n S “,\

- overall enrolment. Some* unlver51tles do not feel that they possess R {

adequace space. for present enrolments énd are concerned about ’ \

- commbdatxng enrolment 1ncreases. Almost all forecaéters agree~

* that un1vers1tv enrolments will- be increas1ng dur1ng the - ‘next five . e o
- 50T six years. Therer is less agreement as to how sharp the suBseqd%nt "ﬁw":j:_z{
\. decline will be. Whether the growth over the next feM years is - . e
! . Judged to be temporary or not, some means must be found'to aceoqhodate e
- " ‘A .

it.. The most llkely means woyld jgclude .some combinatlon pf new P CA

space, rental or acqulsition of" temporary'space, whether on or off

I

- . Campus; more effectlve-use of existing space' and perhaps even Qverqi“? o

loading or overworking of exlsting spaCe forxlimlted period. e - e

=z ES

s At
[




I1I -Suggested Government Poliéy<to Support Objectives . )

¢ : [ * .-
~ .

‘a) Fund‘bx&llc renewal in order to meet objectives (1), (b) anq/<2)

. / above// Bu11d1ng Blocks Number 5 def(nes cycli¢ renewal include -

- renovations, alteratlons and the replacement of furniture and//qu1p-
. ment. _The present p051t10n40§ the government and OCUA seems to be .o
. .i in support of this principle and:§~__ funds have been ﬁ;nvided for
t his. “§OWEVER THERE'ARE NO APPROYED ‘CHANISMS FOR (1) ESTABLISHING
THE MAGNfTUDE OF THE CYCLIC RENEWAt NDS NEEDED, OR (2) FOR ‘
. ENSURING AN ?QUITABLE DISTRIBUTION THROUGHOUT TﬁE\SYSTEM OF THE
FUNDS CURRENTLY MADE AVAILABLE. Part of the difficulty stems from
a lack of agreement as to whHat portion of the cyclic~reng\iiQZunds

This questlon will bé\\éalt with in more defall below. As to\\ha -

magnltude of the support requ1red,¢thls has been addressed 1n Building

L

S

Blocks Number 5, and in other reports to CUA and OCUA* (Appendlces R

A-C) and 1n§er1m flgnres have been recommended for the varlous com-
.. ponents. The présent study of life costs of Hhilning, which is being
pursued actively should enable us to recommend more concrete figures.
. We have as yet no new information which’would enable us to improve )
;. . upon our previous estimates énd we can only reaffirm that-in our view

o O i they continue to be reasonable.

) . ~ ., a2,

v e -
Fund new space as necessary. It-is anticipatéd that some universities

will receive more than their share of the projected groyth and will

-
’ 3

-

K * Ontarlb University Reg;irements for Qyplic Renewal Funds forwarded to

S CUA under covering memorandum from B, L. Han;én dated January 24 ‘ -

. Cap;;al Financing. Funding by Formula and Cyclic Renewal, October, 1974, .
. . Regort from the Committee on Capital Financing forwarded to OCUA under

|
|
should come via caplfél support amd what portlon via operat grants.

rering letter from John B. Macdonald dated August 13, 1975. . o
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Planning for the Next Decade /

.

Y

not be able to cope with*the fticrease wifhout new space. The freeze .
on funding has 1eft some universities with an inadequate amount of

space or a poor f1t of spec1a1-purpose-space to the functidns for )
which it is requirea Where thlS lack of fit cannot be corrected
sénsibly through alteratlons, new space may be justified. The same
applies to old buildings. There may be cases where outmoded buildings
cannot be renovated and altered at/reasonable cost and where demo-
11t10n and replacement is the better alternative. Rlnally, the “
space needed to house library materlals grows almost independently"’

of en&olment addltlons to on-campus libraries and/or the prov151on

of regional depository 11brar1es will be necessary. .

\Fund\the\rental of temporaty space or the purchase or rental of

portable space. If the magnitude, of that part of the enrolment hump 5

which is temporary can be estlmated it may‘be in the general interest 4

Yaw ’

to acquire or rent "portables or to rent off- campus‘space as a

brldglng measure and as a preferable alternatlve to the construction

-+
- ,

of new space. “There is some concern however that due to t:e severity
of winter temperatures the modifications that are needed to‘keep\
. R .
portables heated may markedly deteriorate the ecoﬁﬁﬂy of such space.
P » ’
. , é, D

"~

imple

In orjiz to achieve the objectives set forth ebove, Vhether through the

>

tation of the-policy also suggested above or through some alter-

native policy, there are certain aids or prerequ1sites which should be

provided first and a number of- fagtors to be given sprior. consideratian.

a)

~ .o

Factors to consider in capital planning and distribution:

’
-

(1) Demqgrgphic trendg»= more work in the area of projecting
R .

traditional enrolment patterns by region should enable each




e

- <o university to plan more intelligentf& than if it perids solely

' ' on overall projections for the province. = _ - (/

’ ' 2) iParticipation rates - ¢ anges in the participation-rates of ~
- : " either full -ti 6r part-time students.could have a considerable’

1mpact on the needs for space and capital resources. Also, the

entry of students from those beyond the 18 - year age grouﬁ

) A . . could offset rhe effects of projected deciining.enrolments

ot after 1985. LPlanning becomes almost .,impossible unless there\is
a consensus as to_tne shape and apprdximate height of the enrol-

‘ - ment graph/”for the mext deca‘de. , S -

' . , V.

(3) Access1b{11tygpo11cv - it is quite clear that the government is

committed in pr1nc1p1e to making univers1t1es accessible to o

those dno would otherwise be denied such opportunities because

-

o of economic d1sadvantages. However s1n;§/such a policy is ,

‘ . d1rect1y related to student aid and schdlarships, 'level of

¢« tuition-fees, numbers and kinds of academ1c programmes, support
- . for research, etc , the government has yet to communicate*
N » -
. clearly and unequivocally what the parameters of ‘accessibility

happen.to be. The effects of: accessib111ty on future enrolment

.

N b patterns is self evident. . ‘4/' .

.

- (4) 1Ava11ab111ty and accessibillty of "temporary space - an exam-

N . ‘ ;;1natlon of the ava11ab11ity of space in the'vicinity of each

* rl

s university surplus to the needs of its present users, e.g.

LS high schools, CAAT's, and the st\dies Of the feasibility of ///
. :/ . u31ng such. space should be conducted Even though classroom
N4 o

,\space would be one of the easier adaptations of rental space for

-

e e o e [ B U U U SV UG PN U S

"[mc B ~ 10 i , -

s > L C | - . ;o -

4 . .
- . i \ 1S . »
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for;university use, i\ oniy constitutes about’lli of present
university space. " The llow1ng are approxlmate current space
allocations in the system?: .1n\tructlona1 offices (16/), . E 7
- adm/ylstratlve offices (74), cla;éroom-laboratbry (15%), e
research (14/), 11brary (14/), phys1ca1 educatiod (6%); general
(120). and special use (4%). It is diffieult to asséss at
present the poss1b111ty of utilizing rental space for a11 - .
umlverslty functaons, but even if half of the needs cou1d be

met through the use of temporary space, there are conce;ns

that operatlng costs may increase due to 10g1st1ca1 dis dvantages.

. ’ ' . ! . * . \
(5) Elemenés to be included in capital support as distiﬁé//from

with cyclic renewal a subject which has been

'paper. We will™not repeat here the materifl included in those

spbmissions. . L
. ) ’0 ° i «
There nas never been a ment on what c mponents of cyc11c renewal
should be covered by ﬁal funds an what components by operatlng

funds. The two chief areas of unce

preservatlon of plant generally d to the replacement of furniture

and eqpipmént In th1s contex

»

equipment refers to instructional e

S

and.research equ1pment nat . o equlpment which makes ‘up the mechanlcaI\

and electrlcal systems of - buildings. The cost of the lattér has

proper1y a charge against capital. * p
. . . o .

[y

always been regarded a

MCU has used an arbitrary but the- ﬁhole a workable'rule to

Aruitoxt provided by Eic:
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ThL question where to charge furniture and, equipment replacement
is more dlfﬁécult Furnlture/equlpment costs have in the past been
eligible for capital support when associated with new constructlon

Lnlversltles have also spent operating funds on equipment and

[

furniture. réviously fﬂe Commlttee on Cap1ta1 F1nanc1ng, supported

By COU, has recommended that furnlture and equipment teplacement be
‘funded from capltal via a cycllc/renewal allowance. MCU however
‘has folloWed the practlaé of tTeatlng/EurZJtnr”’and equ1pment as’
eligible for capltal port only if assoc1ated with a maJor a1ter-

ation or renovatlon/ppofegt/qua11fy1ng under the $25, 000 rule or

-
.

with new conqtruc ion. Clearly this question begs an answer and at

na/;yes*mlght be cons1dered‘ SN

Al

least three alt

- o o f" - //, ) ] ) o P b - —
.4/ - A
1). Adopt the earlier, res/gmendatlonJ’of esE and COH ‘and mxke eq

" ment and furnlture//g/iae/meﬁt e 1glb1e fpr capital, support:"

-~
U

~

s

15—

. ,/ ) T . ' /". -
} )/ Adopt as a matter of pollcy uhe MCU practice. ThlB might be-~ -
- ///>// stated less amblguouﬁly to make|the" cost of_ repfac1ng furniture
707/~ and equipment’ ellglbb for capital support if it 15gassoc1ated -
' /
';/// / with pro?%cts<ﬁhkch ‘Wwould cost’ $25‘000 or more«before the - :
!
) , 1npkﬁ31 n- of the equipmept and furnlture c0sts. ;Q{ wéuld be
o S S [ N ﬁp to, MCU to satlsfy itself th t the sums requested fdr equip-
,/.// ’ i - . /’
/ //‘ ./ . ¢ v NS e
- / / v I - ‘ ‘ - Y\
' : - =2 . -
-/ g i \ . ’ ]
/ - + ) ) g
/ | <o ’ ) .
/ . R ‘ ) , - s
. ’ \‘ - . . . - .
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Under thls alternatLve the funds for the~ replacement of furnlture
and equipment assoc1ated with approved pro;ects would be ear-
marked. The un1;'bs&ties would have to finance all other replace-
ments' from operat¥ng’ 1ncome.' Shauld this alternative be adopted,

the uriversities should be expected to EStahEiSh reserve funds

' carried over from one year to the next to fi

>

ce, equipment
replacement,

) .

. - -
»
R

.3 Adopt.a vardxnt, of the first alternative under, which_a part of
. operatlngésfants would be des1gnated or labelled as that part
. . a ) 1ntended to cover replacement of furniture and equipment but

the universities wauld be free to spend it as they might choose

B

subJect oniv to the general rules covering the use of operatiing

» granr moneys .

. ]
- .

9] - X . ¢ '* o * o
¢ ’ ' ‘

As indicated earlier the funding of new space when JuStifled and
S o approved—shopl~

n%xnue to be from capita‘ funds as should the

acement of existing but outmoded buildings. For

.

funding 'of ﬂHe
t he ladter, we s est that they be-treated on’an ad hoc basis which ,
would make bt 1ncumbent on the. 1né1v1dua1 un1versity to convince MCU

of the need to replace-a building which has ceased ‘to be functional

-

*or cannot be made functional at a reasonable cost.

- R /§/ -
) b) Aids o preréquxsrtes to capltal plannlng ‘and the equxtable distri-

bution of funds. s A : . - -

. 1) Gu1delines for the determfnation and allocation of cyclic remewal
- S funds ;- These mlght be 1nc1uded as agc poneht of a capital
) . : '51 : 3 i;.‘ﬁ’

.'r . .

Lo e L o 13
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Qprmulé, bur are so significant asiro demand special attention.’ '
Enough has been said about the need-for these in earlier sub- l
.nissions to render ony additional commént here unnecessarv:
Sihce it seems likely that cycllc renewal requirements will turn
out, to be correlated to fhe age of bu11d1ngs, con51deratlon
snould be given to obtaining an age profrle of the bu11d1ngs in
the sxstem as part of the updated 1nventorx.

. D .

2) An updated space inventory - it is some timg since the system— -

»o wide inventory was taken. klthout an updatedalnvﬁntory*deVeloped

« ., o the basis of a common cla551f1cat1on scho-e\ meaulngful com-

.

. oarlsons among institutions cann@t be made. The clasqlflcatlon ) "

»

“., scheme now' ex1sts (revised Building Blocks scheme) and 1f ' .
RN .

‘\adapted COUld be used. COU has recommended it ¥o' WCU It would
lo aLso be‘useful if WCU uould accept one of the af?ernatlve coé&.ﬁ "

‘ ' schemes proposed bv the Commlttbe on Capital Flnancing. \(
\ ' . ’\ i . N "\ . T, -,‘\
B 3} §22sg,3§d mtxirzatxon standards - A substantial amount of<w0rk L

£§ has been\done in thls aréa and the\adoptlon of standards put» "ﬁ
‘\ \: foruard i% the Bu11d1ng Bloéks publldations and subseguent
\ 1 rev151ons As a common set would g:eatly assist’ in,achieving
| equxcy Unﬁess the u!&llzatlon of existing plants can be N ¥

aSSES$Ed and eompared on a compatable ba31s a granting agenCy i

\ wtll have dxffuculﬁy~dec1dang upon)nequests for new space,

»burldlng replacﬁmeni, rent&k or temporary spacq, or even major
N
\ N
W . -‘w ‘. : _‘, © o -\

alteratlohs to existlng space, RERI N C et
\‘\ I

Y 4) AgprogrlaCéIy revised\énd upéated space planningiand &1stribut10n
e g;;dellnes as a ba51sgfot decIsiondmaﬁinﬁrP“AAEQEE?I allonation -

\"‘Space and utilizatIOn sxandhrds‘hre nog sufficient in :hqnselves, .

y . .
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they must be 1ncorp ated. into space allocatioh or space

e11g1b111t) guideliney (for example, a capital formula) to

render p0551b1e a fair Jistribution of capital funds whatever-
iheir level. In cdse of inadequate funding, it wohld’still be

p0551b1e to achieve equity through the app11cat10n of-a percent

-

reduct ion: in the funds allogated to every e11g1b1e institution.

» - - -

5) The planning organization - OﬁﬁA, 4CU, £CU and., individual

institutions together with a varlety of cormittees have been
apd -will 11ke1\ contlnue to be 1nvolved in the planning process..

However, the system lacks any clear delineation of the roles and

—~ respopsibilities with respect to the planning func;ion'of the

*warious agencies of this rather complex and looselv connected

structure. Unnecessaryv dup11cat10n of effort and loss of- time

would be avoided if some attention. could be given to deflniug

the roles and respon51b111t1e$ of the various agencies and
. — -
setting out procedures to be followed. :

Concludlng Remarks

.The Committee on Capital Financing has been endeavouring over the past

:

_.year or two to maintain the momentem of the eafIv 1970's with respedt to .
"the planning of the capital side of the Ontario university system. ‘No
one would argue against the use of planning as an 1mportant maﬁagement

tqol but the government position on capital planning in recent years is

. . ~—
not understandable beyond broad concepts, nor is it predictable. This

state of affairs has made cabital planning ihcreaeingiy difficult., With-

" out wishing to exaggerate, the history of financial coﬁstraints, coupled

’

“ -
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o v 1 , .
with an uncertain future 6utlook, seem to, have produced a despondent
ﬁot depressed attitude which is inhibiting future planning. Pehaps h{s
is gemeral in our society and not confined to the university system{ but
- >

it does not augur well. The Committee believes that it is essentij

to
- break this psychological barrier and reactivate capital planning As a
beginning, we might come to grips with the matters raised by OCU4 and .
cormented on in this brief. If the totality of these to too mu¢h’ to )
"~ sponzenplate then let us designate a priority order in which they can be’
tackled and take them one or two at a time. ) ; '
' e . ' " "
L ‘ : ~‘
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COUNCIL OF ONTARIO UNIVERSITIES
CONSEIL DES UNIVERSITES DE L'ONTARIO

-

January 24, 1974

- , )
Jdemorandum

[o: Dr. Reva Gerstein

“rom: 2.L. Hansen

Subject: Cyclic renewal

s vou kaow, COU and MCU have had underway
pilot study attempting to develop conéepts
ment of all capital costs over the life of
has been conducted by a special task force

APPENDIX A

~
F0 ST GFORGE STREET. SUITE 8039
TORONTO ONT Ajlo MSS 2T4

(316) 920-6865

.

/

an’important jointly funded

and approaches to the measure-
university buildings. . The study
of the COU Committee on Capital

. financing. Representatives of CU have participated in a most helpful way
as technieal assessors in the deliberations of the task force but will not
- 5e bound by any recommendations whlch mlght be made by the Committee on\\\
Carital Financing or by COU. ! ,

An {mpyrtant part of the study is concerned with determining the amount
of capital funds to be provided for cyclic renewal. It was devided this
. past fall that COU would present a brief te CHA on cyclic renewal, and .the
Cormittee on Capital Financing agreed that it should base its brief for
Col's approval and presentation to CUA on the secglon of the Report on
Building Life Costs concerned with cyclic renewal,
N
The atta;1ed document, Ontario Umiversity Requirements for chlic Rene
Funds (Item 1), was considered by COU at its December, 1973, meeting aRd -
approved subject to the addition of qualitative 1nformat;on which woul
//}eflect the concerns about alterations costs of the oldgr universities
(Tﬁe llfe cost pilot study 1ncluded data from ten of the f0urteen Ont

data did not allow for ana1y31s ).

unit cost of° $55 ver net assignable square foot‘was used in the s

fornula‘rer calculating cyclic renewal funds on e 4 of the. CCF paper.

There is evidence that real-iinit costs are hlgher\ghan this figuyre. -

The University of Toronto, in 'particular, has some céncerns about THe task

force recommendations om~gcyclic remewal. It is possible that these concérns

would be shared by other universities with comparatively older physical olagnts
~such as Queen's and Ottawa) although there have been no specific represent-

ations. To reflect the University of Toronto's concerns I have attached

the University's responses-tu commendations on cyclic reneval made by

the Task Force on Building Ljfe Costs (Items 2 and 3) communicated at the

January 15 meeting of the ‘ario ‘Association of Physical Plant and. Planning

Administrators (OAPPPA). t should be noted, however, that -all recommendations
were carried with only a few minor changes.

\
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. lezo to- Dr. R.. Gersteimr - January 24, 1974 . (\L
N * ) . ‘\j" e e et e

. ' =
As you can see, Toronto disagrees with the decision on which compore
should be included under cyvclic renewal and be1iengﬁ_£hgE_EE2gZ3E;2:2?3__f::::::=T:§EEEEE;
furniture, and equipmént should only be funded from ¢yelic renewal when )
they are included-in the alterationm component. | Toronto prﬁDses\gnother s \\\\
definition as shown in Item 3 attached and gives reasons to supgpff\fhis~
view. Toronto believes. that the sample of buildings examined did not
reflect properly the costs of changing requirements arising out of age
(see Item 4). Toronto recommends an interim allowance of 27 (based on
their suggested definition of cyélic renewal) plus funds for code changes. -

This 1s in contrast to the Committee recommendation of .2.7% under the Task
Force' prooésed definition of cyclic renewal.

There are two principal issues here. The first is concerrded with what parts
of cyclic renewal should be in capital and what parts should be in operating.
The second is with the adequacy of discounting for age and quality before ‘
apolv1ng§§ercentages for cyclic renewal. . ‘
In v view it hias been demonstrated that the true costs of cyclié renewal,
whether from capital or operating, could range from 2,5Z to 57 each year.
The joint COU/MCU task force finds a range of 2.77 to 4.7%. "It is my view

“ also that the needs of the universities which have substantial amounts of -
space in excess of .40 years of age,.for example, may not have been acc
for properly in the task force study. (This 1s no fault of the task force, -
since all universities were offered the opportunity to participate in the s
Certaiply it 1§ Toronto's contention that the amount prowided for up )
the age and quality bf 31gn1f1cant amounts of their old space hag-béen far less
than adequate. ' ; \ - '

.

A

It seems therefore that thé‘pést appropriate recommendations would.be that
(1) cyclic renewal allpwagce should be calculated 38 2.7% of real ‘inventory

. (SASF) at current unit costs per NASF, and (2) afy additional funds to pro-
vide for upgrading for age and quality of spate 40 years old or older shduld
be over and above 'this 2.7%. Also, it shou understood that the ' component L
percentages used to estimate total cyclic renewal percentagea RO Q' be ’ "
interpreted as component standards, i.e+ cyclicirenewal funds may be spent by
universities as desired so~long as the projects come under the approved defini-
tions. As noted in the brief, tfie allowance should be cumdlative. .It_should
also be noted that in order to plan sensibly it is essential that universities

hiz% adequate notice of .the availability and amount of cycllc renewal funds. - -

(1
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Ontario University Requirements

rd

for Cyclic Renewal Funds

Prepared by the COU Committee on Capital. Financing for .

.
.

“~  the Council of Ontario Uniyersities

s

November 27, 1973,

Aruitoxt provided by Eic:
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The Inhterim Capital Formula iptroauced in 1969 was primarily directed

toward providiﬁg additional new spaée fo'accommodafe increased enrolments
which had beea rising steadily huring the decade.. Tﬁe,Interim Formula
" was revised in. 1970 and 1971 to make provisions for‘the‘age'and quality
of Buildings (the age-quality allowancF) and Ehe~heed to.alter and »

renovate buildings (the cyclic renewal allowance). These introductions

- \
were regarded as secondary features of the formula (since their develop-

ment took place while enrolments were still rising) and, as such, were

. ~
bdsed on rather tentative assumptions.

I 3

As enrolments have levelled off, the size of physical plants has more

_ — [

or less stabilized. The cyclic renewal allowance has assumed increased-

importance since, it provides the major continuing source wof capital -

funds for-Keeping the physical plant/in good repair and for performing

alterations to suit changes in use éa&é‘necessary by enrolment shifts

— .and changing academic requirements. In view of this, the COU éommittge

i

on Capital Fimancing asked its Task Force on Life Costs.to also examine

problems related to cyclic renewal and 'the adequacy of the present

allowance of 1% of the allocation/inventory valued at $55’per net

I

v

assignable 'square foot plus current cumulative formula cash flow.

¢ -

) — The Task Force's principle findings have been taken into account for

.
» -

the deveiopment_of this paper.’
[, . N '
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| ™~

-0n October 13 , 1971, represéntatlves of the Ministry of Colleges and

Unlversities presented an informal working paper to a meeting of the

’

'3
-

Ontario Association of Physical Plant and Planhing Administrators.

»

L
e In this _paper the purpose “of CyCllC renewal was described:
- ; "A"
~ This addit ional allowance to the Formula inserts 4n amount
—eathyear into the total cumulative ent itlement to cover

the cost of alteration and allow for deprec1at10n, ) " ..

= obsolescence and eventual replacement. ’

- X E——
working from this andefrem—comments from OAPPPA represen , the ™
Task Force on Life Costs began i&é“stﬁa} of cyclic renewal. It concluded

- » -
that the ¢yclic-renewal allowance should:provide funds adequate to cover

all costs related to the provision of physical facilities except the
' . [

~

following:

f
overall

(a) New facilities madetreeessary by increased enrolment, i.e.

.1 :
university enrolment.
Y - —— L.

N -
- - - - »

(b) .Site acquisition and other costs presently covered by the non- |
formula portion of the 'interim formula.,
4 (c) Normal maintenance and.minor repairs which are to be funded from

R

operating budgets. ,

' 4 - . v B *
Five' components of cyclic renewal are identified:

~ 4

a . - . .

(1) Renovations Component ° ' .

i “

Major repairs to and replacement of Hﬁilding elements, such as-
- ? . . ’ ,

) . roofing, mechanical systems, made necessary by normal use aqg
. . - ' M

-~

deterjoration. ‘ . . .

ERI

B 1] s
[Aruiroe poviisa oy mc - . . - R ~ .
- ‘ . - . - -
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Alterations Component
Rémodelling to aécdmmoda£e user requirements.resulting from
N .

changes in occupancy, use or academic-reéquirements.

Code Component

e T 1

T . P N . ;
Work-involving extraordinary expenditures forced on a university

by circumstances over which it has no control, when not carried

7

out as part of another project under components 1 or 2.

Egu;pment Comgpnent’

I -

.Replacement of major non-building equipment . such as audio-visual} o
. - /

J—
insttuct ichal and research equipment in scientific aad:ee%er

ey

r

special purpose laboratories or spaces:”

Furniture Compobnent

) Replacement‘of furnityre.

The Task Force reJected {;;Lusiﬁh of the cost of replacement of outioded.

~
bu11d1ngs as a component of the cyclic renewal allowanqe. It was_

<

A\ thought that this should not be included becausé of the high level of y
ficertaint regardlng ;be timing and*size of such costs, A better way )

_1is by reducing the unlver51ty s allocation inven-

-
T —

€n a building is demolished and taken out of service.
¢ A} ! .

——Tﬁe‘;e;;;;tloas c;;ponentuuai\eftlmazeg‘;;IHg\a\thggretical approath

based n the average costs, expressed as percentages of the total

.
LN -
~




representative university buildings whose>building costs were_analyzed

in Building Blocks Volume 4. Physical plant staff’
i

unlver51t1bs were then asked to select a typlcal building which would

t a number of _*5‘

i .

represent the coné%ruct1on norm for that campug and to determiné for

each element and sub-element what percentage of 'the element would need

e to be replaced durlng the life of a building and at what‘age that

P Al

percentage would be replaced. From this sample a profile of renovations

. costs was built up, average annual percentage costs were calculated; and

Pl

"an annual allowance was derived. By £his approach the Task Force

o

estimated that an annual allowance of from 1% to 2.5% was needed for

this component. ) C \ . ' '

. °

To estimate the alterations component, the universicieslhere asked to

submit data on funds spent on alterations over a number of &ears. Data

[

covering the period from 1965 to 1972 were obtained from ten universities

N

v

and the Task Force estjmated that an avdrage allowance for thiswcqmponent
N 4 . .
of from 0.51% to 0.62% was needed,

I8
N PR . ¢

4 ’ * .
P t . A,
‘v . < ¥ ~~“‘ T A ' LS 8
’

! R
The Task Force attempted”?o arrive at a figure for th1s equipment

# y
~¥

Aruitoxt provided by Eic:
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N ‘ ~ |
» k! 4 ‘%‘%‘?‘w@ ' . l . ‘ A—». - . - -«
’ seven new building projects. For each building, the useful life of .

v

ch piece of equipment was assessed and the replacement costs were

’Sa ulated over an assumed building life,of/éo years. The Task Eorce' : .

concluded that an .annual allowance of from 0.80% to 1.067 was needed

. N .

.for this component. '

. \
Using &' similar methodology, the Task Force estimated that an allowance ~
of from 0,36% to 0.50% was needed for the furnituré component. |
. * ‘ o . 'i
- . *- - - < » 4
- , \w\ {
The Task Force recognized that under the current rules formula foads . .
r v X N o ) o -
can be used to purchase furniture and equipment when these are included ~ ¥ .
: as part of a new building, an alteration, qr a renovation project, but
: g_ , L [ ' . . / ‘ :
. . ’ . N
- not if the replacement of obsolete or worn out equipment or' furniture .
.t . .o~ e . . ~ LI ..t N .
. - s //
is a separate project. The figures derived above are based on the ‘ .
e assumption that this distinctionswill no longer.be applied. If it .
¢ continues to be applied, new and lower figures would have to be derived
\ D L . -
) N gg‘ = T - . - . ’ » ) . \//./ . - N ’ .
. to cover only that portion of furniture and equipment replacéments A ..
AL) N - T . ’ ‘ . * . " v . . ) - P
whie¢h ts likely to form part of an‘alteration or renovation project. - i
® Y . . M - v *a . a5 ., -
s . , - RS X S T Es=2s > g
No -allowance was deriggg,ﬁor,the code component as it wa§,%?1t“fﬁét
‘///sucﬁ'costs,/if”tﬁey were not carried out as parf of an alferatich and/
: . ' - - - 1 - M .
: “e ' . . gl DA ¥ .“ * <
. ‘ or fenovation project, "could best be handled by speciad application- : .

s A .

+ . for financial assistance.

r !

q Ay 4
N
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RenoVations

Alterations

gquipmenti
Furnityre

s

Total

the: Committee on Capitalkfénanc'

AN

cyclic renewal should_Be,immedda

i * >
.

J -/ -
figure of 2.7%, pending ‘the results of fu;the;\gtugies.

.

A . -~ - } . )
Ihis allowance should be calculated on the bullding in

L - -
redlction by the application of the quallty disc/unt..'Using

¥ -

pneééntisquare.foot,cost'factor thgubycllc renewal allowanCe .would
,tHEn be real inventory im net assignable square feet X 0\027 X-$55

I,

A portnon of this allowaqce shOuld also apply to 1eased space. -In

v ™

add?;iaﬁif%he cyclic reneWal aﬂlowanqe should be accumulative, i\e ,
T - ) . . o oo
1£4§/university chooses not to spend its allowance in a given year
| . S SRR
thls a;lowance n»//,be'added to its entitlement. The cyclic renewal

]

A FuiToxt Provided by ERIC
P P

v e
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f/////allowance should'be made available to uquérsitieé irréspectiv? of the

v

T
¢ 2 “- y ~ . .
the capital formula, — o~ .
’ 4 I . . -

. -
v . . R - ’

L 3ye Task Forte did not/examine ‘the adequacy of the age-quality discount ,
.« . . i ..

- * 7 in achieving the objeétive of bringihg all buildings to the same’

s

. standard. -The Task-Force proceeded an the assumption that the existing
[y . 3 . '

had [P

o L,

age-quality discounf or some future vardant of it would satisfy this

Y ’ / - - b ' .

\ Cd ~ N . * N .
requirement and derived figures for cyFlic renewal which were intended
r - . . » ~" P l .
to be applied to/all univergsities equéily.‘\ihe Committee on Capital
e /o< . I - :

.?ancing~sup90rts,thi; view ‘and would%ﬁg%ﬁig,that the question of - -

a ! )

the adequ of the agg-qualigy aIiowanCej ¢ considered separateiy '

] - 7
/‘ . //-/ /-\ - .
- e T - . ~ . .
: T T s . . - . . .
~-——In-erdertd pldn sensxk;y»It s essential that universgities receive .
- . ¢ . . \ - e

(]

. availability of entitlement or fu under the enrolmeny component of <

-

. ‘}. f./' ‘ - ! ’ l'/‘a
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On the basis of the above conclusions, the Task Force ma the
following ‘recommendations on the- subject of cyclical requal

Recommendation NO. 1

4
.

For the purposes of the capltal formula, the term cycllcal renewal
should cover the four components - 'renovations, alterations,
equipment and furniture - ..as.defined in this report.- "~ -

. ~
Recommendation No. 2 g . . ~ e
// . . . //" '

The methodology empl®yed BVbthE Task Force should be used as a i

basis for the derivation of an appropriate aLlowance for cyclical
renewal.

P2 - -
[ ]
Recommendation ‘No. 3 - - ‘

» . -

’

" On the basis of the. conclusions drawﬂ\from the data and methodqloéy
. used by the 'Task force, consideration should be given to increasing
the curreat allewance. for ‘cyclical renewal. \\\\ !

Recommendation No. 4 7

. ‘ .r? . . -
A WCL policy regarding the funding of equipment and furnitur

replacement for reggpas’ﬁf"obsolescence should be changed, to
1nclude t&is under conditions of tHe capital formula, with

the operatlag formula o S -

SN i ™~ . N

,ThereeshOu be annual reassessments of. the valyes of allthe R
parameXers lused in the cYblical renewal entitlement calculatiq-- \
i . rcentégg‘allerhCe and the dollar' per squaxe foot

» “in order that the univeriqties can properly. maintain

-their fac1lities in the ﬁace'pf gen ral price increases.‘\y‘:

™ L}

Recommendatidp No. 6. “\\‘ .
i Sy :
Allrunfvers;ties should be urged by the' Council of Ontario Upiversities
and t igistry of Colléges and Universities to devote.sufficient \
time and ey ¢o derive a more detailed analysis of the cogt . oi'\»
the component identified by ‘the-Task Force and particularly to  * \

a more detailed alys1$ of alterations costs. - " = DR
. . . -
' "Recoﬁmendation'No. 7 oo e ° T e
A further tasK foree includiag atménhership drawn from the . .
universities, the ffif and the Ministry be establdshed in ., -
-, order to carry out vestigations of cyctical renewal costs ' %

particularl’y the stu&y af ore actual BWIWB&-&: assess
3 rniture replacements, and the nﬁf
Recompnd‘ation No. 4. .-




L}

Task Force referred to above. .

Recommendation No. 9

.

approved by the Ministry on a project by project basis OUtSIde the

Projects involving only the code component should be rev1ewed and - -

cvclical renewal formul It is to be expected that in most cases °’
v such work would be-madf part of a project involving other algefgtions
, and/or renovétionék/ ' . g
. o c o . /
v Recozmendation No. 10

’d
Tae tyclical renewal formula should not include reference to the
demolition of-buildings. This should be handled by an appropriate
reduction in the uniyersity's allocation inventory.

- s, e T 8t e Ve v e (R v Tt e

LE

4
T . -
- r - " - i ‘ ' p
R * ' . - .
3 -“ . - -
¢ * Excluding residenttal space . L . T
- . - ' . e < B
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. herein of 27 plus funds for cede-:changes would- be reasonable. :

[ fully operational." X e

A-13 B . SRR
ITEM 3 '

. January 14, 1974. -

+
.

Report on Building Life .Costs "~

- ' Cyclical Renewal.Section ‘ . )
- ~ . Comments by the University of Toronto
.. . -
Summ k . : ’” -7 e
] " ‘ !
It is eqnsidered that the ‘renovation, furniture and equipment components
should

nly-be funded frop cyclical renewal when they are 1ncluded‘1n . .
the alteratlon cqmgonent*' that the Task Force definition of alteratioms
stibuld be amended as-set out below and that, for the University of Toronto,

an-interinm allowance for Cyellcal Renewal as defined by the amendments

.
N “

What rollows is an elaboration on the precedlng paragraph and _comments
on each of the recommendatxons of the report.

. B o ': - .. . - . >
Reeommenda;1on'l~:-:4, . . e S

?enovatibnS“*furuuture and., equipment
renewal -when . thev .are included im
“term cycliral renewal would. ¢ov

defined heloy.'

K3 3 - o
. e 4/ Fooane or awpl W
- ey ~ ~

Alterations: .

N . . - N

-

ﬂhe work- requirement arising ft'om c‘hanges in sthe envuonmental require--
ments of the users; because users engage in new and dlfférent4work a
from the meed to accommodate additional users in the same area, from-- "~ -
a551gnment of the area to new groups of users, from changing expect-

and the municipality. In addition to the work - requirement as defined - T
above any maintenance work which would logically be part of am Alter- .
ation Compongnt project would be included ad part of an alteration * ° —
project as would equipment and furniture required to make the project s
The adoption of this definition would éliminate tbe problem:ﬁscollecting N
“costs and in forecasting future costs, and of breaking dewn actual ‘

projéct costs into'five components.

2 . T . . - . o

S - — -

- 1 . - . R [UE S

* as defined below."- - B T o NS

- -“ - ..
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v
.- /

from cyclical renewa] it ts tonsidered that the work referred to - under -
Rencvations, except where it is included as part-qf a project falling J
+ " ynder alterations as defined abdve,“is maintenance‘and should be
fundec troT the‘ap\;atlng budget. )

- . . -
- —='- - ~ B
.
i - > N R .

The reasons for this view are: S } .

|
With tegafd to the deletidon of renovations as a separate- component ‘ 1

- . . R .
a) During‘tne life of our .Upiversity such work hasg been considered--
T as rmaintenance and ‘funded+from the operating budget. There has
e " 'not beer in the ‘past, nor does «there appear to be' nGW"ényixeasgg’q' e
, to change an arrargement.which has ‘apparently been satlsfactorv~—.,_ - :;“ -
to both,the Government_and, he Ln1versrty. e L a - S B
by e beliewe that if the work now considered as maintenarce.3pd i
turrentlx funded from the operating, budget 'were to be considered. TR LacL -
capital and funded from cyclical renewal tHe University's position
with respect to planhing ‘and funding of work would be worsened . - -

o Eacn maintenance broject if funded from capitat,~would. require

: an application to Queen's Park and work could, only be planned on "~ =l -
o . the basis of specific answers to particular requests. Scheduling )

. , and forward planning would- be more difflcult than under the. . | T
.( - L operatlng budget fundlng . e g w Nr e M s mmm e ‘*”’*‘_‘
RIS I e s T, ’ - ] . .
¢ c) ke do not subscribe to the reasoning that ‘a maintenance job by . '%
) . virtue of its size should become.a capital éxpemditure.. The. . »

. original capital investment dis the total building and is the ff"f{jﬁ:jigfj;ilézL
it
~

total biilding which is being maimtained. Each- malntenanceu e T
job described in the parlance of the industry ag "major" invariably o
.- " represents only a very small percentage of the total buildi