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COUNCIL OF ONTARIO UNIVERSITIES'
CONSEIL DES UNIVERSITgS DE L'ONTARIQ

May 3, 1976 .

. .

Dr: J. Stefan Dupre
Chairman

Ontario Council on University Affairs
801 Bay Syeet, 2nd Fldor

- Toronto -Ontdrio_
7Y

131) ST GEORGE STREET. SUITE 8039
TORONTO. ONTARIO M 5S 2T4
4416, =ONO 979-2165

, Dear Dr: Dupre:

In connection with the discussion of capital policy scheduled for the May 14-15
OCUA hearings with the universities, Ilam pleased to transmit on behalf of the
Council a brief entitled,t Capital Suppoit: Objectives, Policy, Implementation.
Bound with the briefl'appendices are three previous COU submissions on capital
financing.

The enclosed docu nt was prepared by the Committee on tal Financing, and
approved for tr mittal to OCUA lit the COU Executive eii tee, since time
did not permit review at a meeting of the full Council.

. , .
,

)

,You will.bo. that the brief bu,tlineis ee alternatives to the -ftinding-of
furniture d'equipment replacement. ere is some difference of opinion
amongst t e universities on which appidach would be preferable. The Executive
Committe recommends to OCUA that the second alternative, based on'the present
MCU pr tice, be chosen.

Si'- rely,'

Yf

II \

n B. Macdonald

ecutive Director

BM:jf

Encl.
r
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The Committee on Capital Financing would againslike to.draw attention to

its earlier recomiendations for the need of a set of policies and proL

cedures governing the allocation and distribution'of capital fundg for

Ontar'io universities. In its Advisory Memorandum 74-IV the,Ontario

iCouncil on University Affairs spoke of'"an immediate need for enunciated

government objectives in capital assistance This matter was raised

again in Advisory Memorandum 75-VI in which CUA made the point that

thtre was an even more urgent need for a sic governMent polly in the
A

realm of capital f-inance, at least for the 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 ins the introduction

to OCUA's Second Annual Reporx which will be published in the near Nture.

In this repdrt OCUA suggests that the to orary 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 policy/vacuum.

The evidence- is quite clear from 'government the suspension-

of the formula that the policy-in fact is to piovide littleor do funding

for new space, i.e., additional ;or replace4ent. Evidence for this was

included in the recent Speech from the Throne in which it was stated that

unnecessary expansion of Colleges,:uniresj.ties, schools; hospitals and

other major capital projects will be curtailed ,whenever pos"sible".*

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

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

remains the'unanswered question of how to provide the fundg for'necessary"'

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

* Ontario Debates, Marc 9f p. 180.

) .

*.4



www.manaraa.com

'11 \.;

4

cyclic-renewal), An explicit and more complete s tement of policy and.'

' objectives would improve the opportunities for the universities to plan

i%elligently for the future, and the Committee on apital Financing

'would support and encourage OCUA and the government in this direction.'

The purpose of this brief paper

questions in the 'Introduction"

to suggest some-factors to be to

jectives and policy for capital

seemed to the Committee that obj

a policy for achieving these obj
.

implementation of the policy.

II Capital Suppirt Objectives

then is to respond to-tome of the

to the Second Annual Report of OCUA and.

keninto account in establishing ob-

financing. In reflecting on the'Se, it

ectives might be considered first, then

ectives, and,finallyylanning for the

. . 7

Among the objectives deemed to be\paramount by the Committee are the
. _

,folloWing:_

' a) The adaptation of the existing physical Plant to meet changing needs.

Even in the conteXt of level 'or decreasing-stOdent enrolments,

physical plants will require alterations to adjust to changes in the

distribution of student enrolment within. and among institutions, to

changes in the methodology oflinstruction and research, sand to
.

-

changes in code requirements. There is the need to reduce energy

consumption which'nectSsitates changes in building systems. Besides.
!

the societal expeOtations'that this be done, such a programme will

assist universities to maintain an acceptable level of operating

costs and hopefully reduce such expenditures.
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e tfeservalion of the ilv.sl-E-A-I--plant for requisite quality4andAk

performance. build-ings and building- elements wear out or biCome

' obsolete and require replacement.' Even when. annual repairs are madi
,

in systematic way,-there co es a timp w en systems need
, ..

However, it is of prime importance for Ontario. universities
;

to be replaced.' -

to preserve

the physical-plant'they currently possess.

c) hv replacement of equipment and furniture for requisite. quality'and.
1

-

er:'ormance. FUrniture ,Ind instructional and researCh,equipmenb require

;er;odi.z: repl,wement and are ,/ery important elements in the maintenance

of quality and performance of an academic enterprise, Since some, such
.

expenditutes were incl?ded in capital al cationsduring original

construction oF-retowtimn of buildings, t e requisite funds fbi

repla,:ement'have-not been foUnd.ii operatin grants. There is a concern,

appears to berjustified-441-hat institutions are unable,to adequately

maintain furniture and equipment in rhe face of other pressures on'

.available operating funds:

a

d) The accommodation of present enrolment an anticipAd growth in

overall enrolment.- Some univeisities do not feel that they possess

adetluate space for present enrolments and are concerned about
1

.accommodating

that universit

-or six years.

enrolment inereases.- Almost all forecas'ters

y enrolments increasing during the-nextfive
. .

ThKr.01S-less 'agreement sharp,tgessuseq46nt
4

decline will be Whether the grdwth over the next few years.is

judged to be, temporary or not, some meant' must be found-to.accolpodate-
- 4 '4'I

!'ite. The most likely means 'would taclude some combination pf new /2

apace, rental ox acquisition ofiteMporarY:ispace, ,whether, On or off

- campus; more .effective-use of existing space; and rierhalif-"even °Ver-
I

r 'loading Or overworking,' of exist-ing,ipat-vfor,iiiited period.
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III *Sug&ested Government Policy-to Support Objectives
-

a) Fund" cj lic renewal in order to meet objectives (a), (b) and

above Building Blocks Number -5 defines cyclic renewal include

renovations, alterations and the replacement of furniture and/equip-

ment. ,The present position of the government and OCUA suns to be

in support of this principle and s funds have been rovided for

this. HOWEVER THERE ARE NO APPROVED CHANISMS FOR (1) ESTABLISHING

THE MAGNITUDE OF THE CYCLIC RENEWAL NDS NEEDED, OR (2) FOR

ENSURING AN EQUITABLE DISTRIBUTION THROUGHOUT TuE,,,SYSTEM OF THE

FUNDS CURRENTLY MADE AVAILABLE. Part of the difficu ty stems from

a lack of agreement as to what portion of the cyclic-re wal funds

should come via capital support and what portion via operat .grants.

ThTh nuestion-will be dealt, with in more defail below. As toIhe

magnitude of the support required 1,
othis has been addressed in Building

Blocks Number 5, and in other reports do CUA and OCUA* ,(Appendices

A-C) and interim figures have been recommended for the various com-

ponents. The present study of life costs of building, which is being

pursued actively should enable us to recommend more concrete figures.

We have-as Vet no'new information which would enable us to improve

upon our previous estimates and we cap only reaffirm that-in our view

they continue to be reasonable:

* b) Fund new space as necessary. It-is anticipated that same-Universities

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

* Ontario University Requirements for Cyclic Re ewal Funds forwarded to
CUA undef coveting memorandum from B. L.11adnndateJanllary2A,_19.24---------

.

Capitai Financing: Funding by Formula and Cyclic Renewal, October, 1974.

Report from_the Committee on Capital Financing forwarded to OCUA under
cc$ering letter-from John B. Macdonald dated August 13, 1975.
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not be able to cope with:the Increase wifhbahew space. The freeze

on funding has left some universities with an inadequate amount of

./space or a poor fit of special-purposespace to the functiont for
31.

which it is required. Where this lack of fit cannot be corrected

sensibly through alterations, 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-,

lition and replacement is the better alternative. Finally, the

space needed to house library materials grows almost independently

of ena.olment; additions to on-campus libraries and/or the provision

of regional depository libraries will be necessary.

c) Fund-the rental of temporary space or the purchase or rental of

portable space. If the magnitude, of that part of the enfolffient hump

which is temporary can be estimated', it maybe in the general interest 4-.

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

bridging measure and as a preferable alternative to the construction

of new space. ,There is some concern however that due to he severity
. ,

. of winter temperatures the modifications that are needed to,keep

portables heated may markedly deteriorate the eco orsuch space.

.14

IV Planning for the Next Decade

rit

In orde

:

to achieve the objectives set forth above, whether through the
imple tation of the'policy also suggested above or through some alter-

native policy, there are certain aids er prerequisites which should be
1

provided first and a number of-fa ,tors to be given prior.consideration.

a) Factors to consider in capital planning and distribution:

(1) Demographic trer...194'- more work in the area of projecting

traditional enrolment patterns by region should enable each

i
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university to plan more intelligently than if it pends solely

on overall projections for the province.

(2) Participation rates - c anges in the partici ation-rates of

either full-t or part-time students could have a considerable/

impact on the ne/ eds for space and capital. resources. Also, the

entry of students from those beyond the 18 - 2-Year age group

could offset the effects of projected declining enrolments

after 1985. Planning becomes almost.impossible unless there is

a consensus as to the shape and apprdximate height of the enrol-

ment graph/for the text decade.

(3) Accessibility policy - it is quite cleaethat the government is

committed in principle to making universities accessible to

those viho would otherwise be denied such opportunities because

of economic disadvantages. However since uCh a policy is

directly related to student aid and sch arships,level of

tuition'fees, numbers and kinds of academic. programmes, support

for research, etc., the government has yet to communicate'

I

clearly and unequivocally what the parameters of *Accessibilify

happen to.be. The effects of accessibility on future enrolment

patterns is self-evident.

(4) Availability and accessibility n orar s ace: an exam-

/nation of the availability\of space in the47icinity of each

*-- university surplus to the needt of its present users, e.g.

-high schools, CAAT's, and the stu Of the feasibility of
4. _

4 /
using such. space should. be conducted. Even though classroom

.

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

)
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for'university use, i only constitutes about:11% of present

university space. The llowing are approximate current siwe
allocatioms in the system:%in'Structional offices (16Z);

administrative ,offices (7%); classroom-laboratbry (15%);

research (14%); library (14%); 'physical education (6 %); general

(12 %); and special use (4%). It is difficult to assess at

present the possibility of utilizing rental space for all

university functions, but even if half of the needs could be

ti

mei through the use of temporary space, there are conce ns

, that operating costs may increase due to logisticaltlis dvantages:

(5) Elemeu,s to be included in ca ital su ort as dist from

operating grants - this problem arises primarily a 'connection

With cyclic renewaL, a subject which has been ...dressed in the

previous submissions to CUA and ()QUA footnot d earlier in,this,.
4

Ipaper% We will not repeat here the miteri 1 included in those

submissions.

There has never been

I
mentom what c mponents of cyclic,renewal

lishould be covered by cap al funds an

funds. The two chief areas of unce

what components by operating

tainty)relate to the maintenance/
4

pee;ervation, of plant generally d too the replacement of furniture

ana eqpipment. In this contex equipment refers to instructional

and.research equipment, 'map!. equipment which.makesup the mechanical-,,,

and electrical systems of/buildings% The cot of the latter has

always been regarded a, properly a charge against capital. '

. MCU has Used an a itrary but of the .Whole a workable 'rule to

separate maint nance costs, to be borne fromoperating, from

alterationS d renovations which are eligible for, capital-support.

i1

7 V

Cy
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According to MCU Practice project is eligible for eapi suppo t

.only if its estimated ceecls $5,060. We would ree mmen hat--

this policy be eontin edon an interim basis only unt e aqept-

athe definitions a e,-St.

The question where to charge furniture and equipment replacement

is more difficult. Furniture/equipment costs have in the past been

eligible for capital support when associated with new construction.

Universitie4 have also spent operating funds on eqUipMent and

furniture. r4viously (lie Committee on Capital FinanCing, supported

tfy COU, has ecommended tat furn4yre and equipmentikeplacement be

funded from capital `via a cyclic /renewal allowanee. MCU., however, .

has folloWed the practice of treating furlitureand equipment as'

eligible for eapitaiSUpport only-if associated with a major alter- /'

ation or renovation/pko-ree-t-qualifying under the $25,000 rule or

with new construe on. Clearly this question begs an answer and at

least three aIi natives-might be considered:_

//
1). Adopt'theearlier reco endation of CR and COU and m

ment and iurnitur lac_gmefit e igible for capital, support.

-Under this aIternativeLL'ihe,fund would be earmarked and coul@

o be diVerted-to other.uses.

2)/ Adopt as a matter of policy 'the MCU practice. Thismaght,:be---

stated less ambiguouSly to make the cost of_replacing furniture

-and equipment? eligible for capi al support if it isc associated` --
/

011.%

with pro jects.mhich-Vould costA25-,000 or more4,before the
_------ 1

trix-Ingitl-of the eqiripment and furniture costs. Al°( would be_
..

.12p to, MCU to satisfy itself th t the sums requested f6r equip=

1
_,,,-------

s
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furniture were reasonable for the project involved.

Under this alternative the funds for the-replacement of, furniture

and equipment associated with approved projects would be ear-

marked. The unilisities would have to finance all other replace-

ments'from operating income.' Should this alternative be adopted,

.` the universities should be expected to estat ish reserve funds

carried over from one year to the next to finnce, equipment

replacement:

-3) Adopt a va lint,of the first alternative under which a part of

operatin grants would be designated or labelled as that part
4

intended to cover replacement of furniture and equipment but

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

subject only to the general rules covering the use of operating

grant moneys.,

As indicated earlier, the funding of new space when justified and

approved-shoal neinue to be-from capita4 funds-as Should the

funding'of t",he lacement of existing but outModed buildings. For
the latter, we_s est that they be-treated on'an ad hoc basis which

would make !!t incumbent on ttle.individual university to convince MCU
of the need toe replacea building which has ceased to be furictional

1

cannot be made functional at a reasonable cost.

b) Aids o prerequisites to capital planning and the equitable distri-.

but ion of funds.

1) Guidelines for the determination and allocation of cyclic renewal

funds.r These might be included as aic poneht of a capital

.44

a

13

4

a f.

1
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formula, but are so significant as to demand special attention.
Enough has been said about the need for these in earlier sub-
missions to render any additidnal comment here unnecessary. .

Since it seems likely that cyclic renewal requirements will tarn
opt to be correlated to the age of buildings,`consideration
shauld :be given to obtaining an age profile at the buildings in
the system as part of the updated InventOri..

2) An updated space inventory it is some tim?' since the system-
.

wide inventory was taken. Without an updated4nventoryAde-Veloped
ori the basis of a common classification scl-i,eme';, meaningful com-
parisons among institutions cannot be made. The ClasAlification
scheme now' exists (revised 'Building BloCks scheme) and if

s.:aciORE ed could be used. COG' has recommended it', to 'mcu.
e

',It would
also2,be useful if MCU would accept one of the alternative col".t

scherfes proposed by. the, Committee on Capital Financing..

-3) util'zstaildard-s -; A substantial moil* of
A,1 has been done. in this area%and the 'adoption of standards

'47
forward,,ikthe Building BloCks puhlikations and subsequent

z.'

revisions ',IS a common set would greatly assist'in achieving
,.., \ ,

equity. ',Unless the ueilizationlsof existing plants cfn be, .

. , -
assessed and 'eompared On a comparable baSis :a granting agency
W4.1.1 have diftWultly: deciding upon--"r,equest s for new space,
buildink ,r eplaainenh, rental?: or tel;Ipp 1.44 ,4pate., or ev'en major

*41terep iotts.to exsting spice,

t

4)

`,

1

Appropriatety, revised\a\nd updated space pl"ining and distribution

guidelines aseskjok. deci4ion-malting on capital .'alltitat ion

`Space. and-,util:ilation 'ilezidlirdsi're_ n6, -s3ifiEie.ot , in ,phemselvps,,.

\4.

,
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they must he incorpb ated. Into space allocation or space

eligibility guideline (for exam ple, a capital formula) to

render possible a fair istribution of capital funds whatever'

their level. In cdse of inadequate funding, it woilld'still be

possible to achieve equity through the application of.a percent.

reductionlin the funds allociated to every eligible institution.

5) The planning organization MCC, tOL' and..individual

institutions together with a variety of committees have been

andwill likely continue to be involved in the plInning process..

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

,-, responsibilities with respect to the planning iunc/ion-of the

'various agencies of this rather complex and 16Oselv connected

structure. Unnecessary duplication of effort and loss of-time

wo uld be avoided if some attention. could be given to de finiog

the roles and responsibilities of the various, agencies and

setting out procedures to be followed.

'V Concluding Remarks

.The Committee.on Capital Financing haS been endeavouring over-the past
. .

_rear or two to maintain the momentum of the early 1970's with respedt to

$:-Ole planning of the capital side of the Ontario university system. No

one would argue against the use of planning as an important management

tool but the government position on capital planniqg in recent years is

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

state of affairs has made capital planning increasingly difficult. With-

out wishing to exaggerate, the history of financial constraints, coupled

meminikk
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,with- an uncertain future outlook, seem to have produced a despondent

n et depressed attitude which is inhibiting future planning. Pelvhaps his

is general in our society and not confined to the university system but

it does not augur well. The Committee believes that it is essenti to

break this psychological barrier and reactivate capital plannin As a

beginning, we might come to grips with the matters raised by OCU and

L o7mented on in this brief. If the totality of these to too muG 'to

'-.spontemplate then let us designate atribrity order in which they can be

tackled and take them one or two at' a time.

>I

-16

4
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COUNCIL OF ONTARIO UNIVERSITIES
CONSEIL DES UNIVIRSITES DE L'ONTARIO

January-24, 1974

;.

APPENDIX A

I lo Sf (,FOR(,E SYR-RET. SUITE 8039
TORONTO ONT A 10 NI5S 21-4
(416) 92o-6865 .

to: Dr. Reva Gerstein

B.L. Hansen
//

Subject: Cyclic renewal

As you know, COU- and MCU have had underway an 'important jointly funded

pilot study attempting to develop concerts and approaches to the measure-
7:ent of all capital costs over the life of university buildings. .The study
:las been conducted by a special task force of the COU Committee on Capital
5inancing. Representatives of `ICU- have participated in a most helpful way
as technical assessors in the deliberations of the task force but will not
be bound by any recommendations which might be made by the Committee on
Capital Financing or by COL'.

An impjrtant part of the study is Concerned with determining the amount
of capital funds to be provided for cyclic renewal. It was decided this

_past fall that COU would present a brief to dIJA on cyclic renewal, and the
Cammittee on Capital Financing agreed that it should base its brief for
COU's approval and presentation to CLA on the section of the Report on
Building_ Life Costs concerned with cyclic renewal.

ss.

The attached document, Ontario Un4versit Re uirements for Cyclic Rene .1
Funds Jive-M-1), was considered by COU at its December, 197 , meeting aid
approved subject to the addition of qualitative information which woul
reflect the concerns about alterations costs of the older universities
(The' life cost pilot study ,included data from ten of the fourteen Ont io
universities - Toronto, Queen's, and Lakehead were not included; Ot awa's
data did not allow for analysis.) There was also concern that an nrealistic
unit cost ofo$55 per net assignable square fdot:w4s used in the s :gested
formula -f -ter calculating cyclic renewal funds on nage 4 of thesCCF paper.
There is evidence that real-7-411ft costs are higher than this fig e.

The University of Toronto, insparticular, has some concerns about e task
force recommendations 3h<cyclic renewal. It is possible that these conceits
would be shared by other universities with coaratively older physical olqpts

,-.4such as Queen's and Ottawa) although there have been no specific represent-
ations. to reflect the Univer ty of Toronto's concerns I have attached
the University's responses commendations on cyclic renewal made by
the Task Force on Building e Costs (Items 2 and 3) coMbunicated 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 ew minor changes,
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. :E-7.0 to Dr. R...Gersteili_- January 24, 1974

AS you can see, Toronto disagrees with the decision on which compomeets
should be included under cvclic'renewal and beliexesthatrel±tations,
furniture, and equipment should only be funded from cyclic renewal when
they are includedin the alteration component. Toronto prO-poses_ another

definition as shown in'Item 3 attached and'gives reasons to supportthis_
view. Toronto believes. that the sample of buildings examines did not
reflect properly the coats of changing requirements arising out of age
(see Item 4). Tordnto recommends an interim allowance of 2% (based on
their suggested definition of cyclic renewal) plus funds for code changes.
This is in contrast to the Committee recommendation of,2.7% under the Task
Farce's propdsed definition of cyclic renewal.

There are two principal issues here. The first is concerned 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
applving'iercentages for cyclic renewal.

In my view it has been demonstrated that the true costs` of cyclic renewal,
whether from capital or operating, could range from 2,57 to 5% each year.
The joint COU/MCU task force finds'a range of 2.7% to It is my view

4 also that the needs of the universities which have substantial amounts of
sp4ce in excess of.40 years of age,.for example, may not have been ace
for properly An the task force study,. (This is no fault of the task force, -
since all universities. were,oftered the opportunity to participate in the s
Certainly it iA.Toronto's contention that the amount prouided for up: ing

are age and quality Of significant amounts of their old space ha een far less
than adequate. '

.

It seems therefore-that the oast appropriate recommen ions would -be that
(1) cyclic renewal allowance should be calculated 2.7% of real inventory
(NASF) at current unit costs per NASF, and (2) y additional funds to pro-'
vide for upgrading for age and quality of s.-ce 40 years old or older shoUld
be over and above this 2.7%. Also, it shou understood that the component
percentages used to estimate total cyclic renewal perc .e

interpreted as component standards, cyclic renewal funds may be spent by
universities as desired so-long.as the projects come under _the approved defini-
tions. As noted in the brief, tAe allowance should be cumulative. at-should
also be noted' that in order to plan sensibly it is essentialthat universities
have adequate notice of-the availability and "amount of cyclic renewal funds.
7-1

enclosures

18
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ITEM 1

Ontario University Requirements

for Cyclic Renewal Funds

Prepared by the COU Committee on CapitalFinancing,for

the Council of Ontario Universities

i

November 27, 1973.

ti
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The Interim Capital Formula introduced in 1969 was primarily directed

toward providing additional new space fo accommodate increased enrolments

which had been rising steadily during the decade.. The, Interim Formula.

was revised in,1970 and 1971 to make provisions for the age and quality

of buildings (the age-quality allowance) and the need to alter an:IF--

renovate buildings (the cyclic renewal allowance). These introductions

were regarded as secondary featu'res of the formula (since their develop-

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

based on rather tentative assumptions.

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_.of capital

funds for-keeping the physical plant in good repair and for performing

alterations to suit changes in use niade'necessary by enrolment shifts

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

on Capital Financing asked its Task Force on Life Coststo also examine'

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

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

assignable square foot plus current cumulaltive formula cash flow.

The Task Forcets principle findihgs have been taken into account for

the development of this paper.'

or
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-On October 13,..1.9L7--1-, representatives of.the Ministry of Colleges And.

Universities presented an informal working paper' to a meeting' of, the

Ontario Associarlan of Physical Plant and Planhing Administrators.

In this paper the purpo.se of cyclic renewal was described:

This additional AllowanCe to the Formula inserts b.n amount
each year into the total cumulative entitlement to 'cover
the cost of alteration and allow for depreciation,
obsolescence and eventual replacement.

working from thisand.from comments from OAPPPA represen , the

Task Force on Life_Costs began it-estdaY of cyclic renewal. It concluded'

that the Cyclic-renewal allowance should'provide funds adequdte to cover

all costs related to the provision of physical facilities except the

following:

(a) New, acilities made-iffeessary by increased enrolment, i.e. overall

university enrolment.

(b) Site acquisition and other costs presently covered by the non-

formula portion of the interim formula.,

(c) Normal maintenance andrminoi repairs which are to be funded from

operating budgets.
-7

Five'cdMponents of cyclic renewal are identified:

(1) Renovations Component

Major repairs to and replacement of ill:aiding elements, such as.
1,

rooTin-g;'ffii-Chanical systems; made necessary by normal use and
- , -, `.._

-deterioration.

I
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(2) Alterations Component

Remodelling to accdmmodate user requirements,. resulting from

lor

changes in occupancy, use or academic requirements.

(3) Code Component
1

Work-involving extraordinary expenditures forced on a university

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

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

Equipment Component,.

Replacement of major non-building equipment Such as audio- visual'
,

, ---------
insCructidhal and research equipment in scientific amd;-:.6Ther

special purpose laboratories or s aces;

(5). Furniture Compbnent

-Replacementof furnit re.

The Task Force-rejected incIus:An of the cost of replacement of outmoded_

buildings as

thought that

a component of the cyclic renewal allowance. It was

this should not be included because of the high level of

regarding ie timing anesize of such costs, A better way
-4

'o __is by reducing the university's allocation inven-of allowing

tory. en a' building is demolished and taken out of service.

---11;;;ations comp:ft - as estimated using eoretieal approath

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

*

22

.7,

Jr

. '
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project costs, .4;,,f the major elements a elements of e six

representative university buildings whose uilding co s were analyzed

in Building Blocks Volume-4. Physical plant staff t a number of j,

universities were then asked to select a typical building which would[

represent the construction norm for that campus and to determine for

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

to be replaced during the life of a building and at what' age that

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

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

an annual allowance was derived. By this approach the Task'Force

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

this component.

To estimate the alterations component, the universities were asked ta

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

covering the period from 1965 to 1972 were obtained from ten universities
04,

and the Task Force estimated that an average allowance for thisoomponent
4 t

of frpm 0.51% to 0.62% wasneeded.

J

,

.4e,
-.

,
.$ *'

...,,:tThe Task Force attempteeto itrive-it a figure for this equipment
*..

component allowance by analyzing the lists of equipment purchased fox
1 .

2'3
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seven new building projects. For each building, the useful life of .

A 8

4,

h piece of equipment was assessed and the replacetent costs were

ca ulated over an assumed building life of'60 years. The^Taak Force

concluded that an annual allowance of from. 0.80% to l..06% was needed

,for this component.

Using a' similar methodology, the Task,Force estimated that an allowance

of from 0,36% to 0.50% was Deeded for the furniture component.

The Task Force recognized that under the current rules formula fulids

can be used to purchase furniture and equipment when these are included

as part of a new building, an alteration, or a renovation project, but

not if the replacement of obsolete or worn out equilment or'furniture

is a separate project.' The figures derived above are based on the

assumption that this distinctiowwill no longer.be applied. If it

continues to be applied, new and lower figures would have to be derived

4.--

to cover only that portion of furniture and equipment replacements

'

whi6h is likely to form part of arcalteration Or renovation project.-.

No allowance was derived .f-or .the code component as it wasfelt-fhat

6 'costsr-if-they were not carried out as past of an a

renovation project,'cotild best be handled by-4eci

for financial assistance.

eratidh and/

dppltcation-
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Summing the n vidual components:
0%

Renotrations

Alterations

uipment

vZ,

Low
-

/ 2.50%.

.51

/

Furnittire r .36

Total /,, 2.67%

In" view of the,iclence-preAented ire report..of the Task Force

the;Commite on Capital,g4nanC recommenda,that Al wance for

cyclic renewal shoUld be immed,ia increased from 1%
,

, .

. .....---

. ../

-
.

figure. of, 2.7%, pending 'the'res/ uits of furlht-r_studies.

to

This allowance shoul be calculated on the Wilding in

. .

redUction by the application of the g quality distbunt.,Tsing-tbe

ppesdnt square foot ,cost -factor thebyclic 'renewal allowance would .

4

an, interim

, .

ory without

,th'en be real inventory innet.a,,Aaignble square feetX 011,027 X-$55.

A portion of this allowance should also apply to ledied space: In

add tiothe cyclic renewal allowance-should be accumulative, i.e.,
P,

1

.univeraity chooses not to Apend its allowance in a given year
1

this allowanceadded to its entitlement.
-,,/- *

--..

The cyclic _renewal

'/
/, bl,

-
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i ..._-_,,,-.

allowance should
,
be bade availgbl

. ...

- 10

availability -of entitlement or'f

the capital forbula.

0, 1

universities irrespective of the

under the enrolment' component of

e Task Forbe did not/examine-the deqqacy of the age-quality discount

: in achieving the objeCtive of bringing all buildings to the same

standard. The Task.Porce proceeded n the assumption that the existing,
. -

age-quality discount or some futuYe,v i=dant of it would satisfy this

r

requirement and derived figures for cy0.ic renewal which were intended

_

to be'applied to all universities equajlY. The Committee on Capital
/ ,-, i------

nancingsup7Jrtsthis View and would S,Ug est hat the question 'of
.. ,

1

-

the adequ the age-quality allowance e considered separately

he cyclic renew .allowance,_
I '

from,the question

\

sensibly'it s essential\that universities receive

adequate notice of the availa unt Of fund .or cycl1ic
-

Tenetaal.

ri
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On the basis of the abOve conclusions, the Task Force ma the
followingiecommendations on the'subject of cyclical renewal.

Recommendation No. 1

For the purposes of the capital formula, the term cyclical renewal
should cover the four components renovations, alterations,
equipment and furniture -._as,defined in this report.--

Recommendation No. 1!'

The methodology employed Bythe Task Force should be used as a
basis for the derivation of an appropriate 'allowance for cycliEd1
renewal.

Recommendation .No.

:. -

.
.

On the basis of the.conclusions dra17h--..from the data and methodojogy
used by the'Task orce, consideration silMniad be given to increasing
the current allowance -for cyclical renewal .'.\,.

.I

, Recommendation No. 4 f .'

v _.
.

Ma policy regarding the funding of equipment and furnitur
replacement for relwas-151-ogSOlescence should be changed, to
include tfils under conditions of the capital formula, with

..appropriate modificat the operating-formula
.--;--

i
Recommen ation No. 5 -..W . ,

:There show be annual 'reassessments'oUrfie va s of a
Parame ere used in the cyClical renewal entitlement calculatio
i.e. t rcenage,aklow to and the dollai per'square foot
allowan ,1...n order that he univerities can proper4.24intAin
,their facilities in the ace

ir
of general price increases.. -. :_,.

\
,

+. RecoMmendaticir No.6.
v,

1? ' \

All_univerNities should be urged by the' Council of Ontario flpiversities
and .t iaistry of Colleges and Universities to devote...sufficient\
time and ey 4o,#erive a more, detailed analysis of the cOU,oi..i... \
theeomponent
a more detailed asaalysis of alterations costs.- .,:

.
5,7-

. )4

S.

identified by the-Taik Force and particularly-to

-Recommendation'No. 7

J
A further task` foice including a_bekkership drawn from the
universities, the ebl es, and the Ministry be establpished in

, order,to carry out\mare ivestigations of cyclical renewal costs
'-. particularly the study of ore actual buildfitynr-inardertiobetter, assess.,
\renaystia equipment and rniture replacements, -aid the nIc

:appdif.ication r ting RecammOdation No. A. .

s.' .
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Recampendaffits No; 8

A- 12

The cyclical renewal allowance should-apb44z,the, e.--mace
inventory of.an institution including leased space,, al eit-af a
reduced levelt The appropriate reduction-in the'leVel ft1'
allowance for leased space should be a subject for'stud-bsy the
Task Force referred to above.

Recommendation No. 9

Projects involving only the code component should be reviewed and
approved by the Ministry on a project by project basis outside the
cyclical renewal formul It is to be expected that in most cases '

such work would be-ma part of a pr,oject involving other alt abons
and/or renovations./

Recommendation No. 10

The 'cyclical renewal formula should not include reference to the
demolition of-buildings. This should be handled by an appropriate
reduction in the university's allocation inventory.

A ow &

* Excluding residential space,-

8
4-4.-

go

g.

,
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ITEM 3

January 14, 1974.

Report an Building Life ;Costs
Cyclical Renewal.SecEion

Commen ts by the University of Toronto

Summary

It is cons idered that the'renovation, furniture and equipment components
should only-be funded fro, cyclical renewal when they are inclUdedein

. .

the alteration component*: that the Task Force definition of alterations
should be, amended as`-set out below and that, for the University of Toronto,
an-interim allowance for -Cyclica1 Renewal as defined by the,amendments
herein of 2% plus funds for code changes would-be reasonable.

follows is an elaboration on the preceding paragraph and,comments
on each of the recommendations of the report..

.

_.
Recom, mendatiohL ,

t. A
11,'

.RenOvatforis','4Utolture and.equipment uld only be funded from lical
0.

renewal-when_they,ave i .ncluded in e alteration,compohent. 'Thus t e
tern ,cyclical renewal would.Cov ohlythe.altdation cOmponett-:as. ''--

.._
-- _: .defined below.

4 . .. TA1. _ ..., :,. . .. I. 1..r . _ `..
: ',

. .... ....: . o.", ---.

- Alterations:

-

-*he work7requirement arising-from thanget inethe environmental require--
merits of the users; because users engage in new and different- work,
from the need to accommodate additional users in the same area, fr&;*--
assignment of the area to new groups of users, from changing expect-
a ns of stalf and students as -individuals and from the _need- to meet
mandatefire, safety and other building regulations-Of the Province
and the municipality. In addition to the work requirement as defined-
above any maintenance work which would logically be part of anAlter-
atiOn Component project would be included ad' part of an alteration
project as would equipment and furniture required to make the project
fully operational." :

-

The adoption, of this definition would eliminate the problem 4collecting
'costs-and in forecasting future costs, and of breaking down actual
project.costs into-five components.

.

* as defined below.'--

29

-
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With tagald to the deletion of renovations as a separate. component
fro; cyclical renewal it is considered that the work referred to-under
Renovations, except where it is included as part -.'qf a project falling

under alterations as defined above,'is maintenance and should be
funded froil.the,operating budget.

The reasons for this view are:

a) During
t

the life of, our .University hasp been considere8-:-

as maintenance and fundedfrorif ehe operating budget. There has
not been in the 'past, nor does-there appear to.

-
be dWanyreason

to change an arrangement_whin has apparentiv,been,satisfectofy,
to both.the Government and}he

s'
. , ' - - - . . .

y....
, _ "'-18 "...e believe that if the` work now considered as maintenance..0d

.
-,,,

currently funded from the operating, budget 'were to be considered.
capital and funded -from cyclical renewal the university's_ position
with respect to pladning-and funding of work would be worsened. :-,
Eac:i maintenance project, if funded from Capital.-,-would.rgluire
an application to Queen's Park and work could, only be planneedn- --
the basis of specific answers to particular requests. Scheduling
and forward planning woul,be more difficult than under the% .

operating budget futyling., .)..,,,,,_ ,,, .,, _,,, . -- .,V4. - --, . ''' -`7 ' .'"'''
k #1 : f:...' C A p . ft . -

I We do not subscribe to the reasoning that-a maintenance job by
virtue of its size should become-acapital e-Xpend4-t-ure.,T44:,1-,
original capital investment :is the_ total b4ilding.add_is_the
total bttilding which is being maintained. Each.daintenande-":-- ----

job described in the parlance-of the industry as "major -invariably. , :

represents only a very small percentage of the total_buildine '

costs. .These jobs and the smaller ones, if properly done at
-appropriate-intervals, will maintain a building capable of serving'

. almost indefinitely--the functions for which,it was originally
designed.
. .

_--
. .. ..- .

The reasoning for deletion of furniture and equipment is'set out in
cc> omments under Rec6mmendation 4.

Reconinendation *2

Comments are confined tolthe alteration component as amended above.
The report refers on 'gage 2:17 to some of the factors which effect the
atteinpt to d#termine A percentage foi- the alteration component.
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It is suggested ,that one way of assessing the impact of these factors,
and any others not identified is to confine the base for the determination
of a pefcentage to the oldest buildings within the systemrr. This method
wou-ld indicate in terms of actual experience % the level of expenditures
likely to be required on' the existing,youqg buildings many year hence.
To include the experience of young buildings ill determining- the percent-.
ages dilutes the percentages thus determined to the extent that, the
exper`lence.-of young buildings does not at this point in time reflect
costs of chahging i_eqiiirements arising out Of age as.described in the
amended definition.of alterations.

Recommendation 3
% _ - , ,It is-agreed that the c-urrent-allowance for 'cyc.11C.A-1, renewel:abould be- --

,.ner-eased-, Lt is the view of -the University. of Toronto-that-an interim
-'------' .a.-,116tiinc e-O-f. --2% ...(ba's.4 ' -6-11..4-trientied-.4ef intrintl 'of x y el_ ic at ":Yenewal under

eomment-,o,eRs-commendat ion 1).-plus:funds for code- changes_ would- be . ".-C
-re Ssonab-le. :-7,..-;*--. -,!:'-4.,,i-: . -it-..,..*-----;-:-..'---:- ------ --1

.7: '-,:.....4.; , .1:74-- -_,....: ,_ -..,,-.. T., -,_

Recommendation 4
- - A

- - , , ,
as .alitidered__"tha:t:.-f tirtiisqi arid-- eqUipment: shouIcU--noX 'be included in

Waincliclical renewal, This view-;-ar.irses CU staxe hat _these
..items have trStrittonstry been -dartied-In--Operating -expenles and our
experience,does: not, :suggeStN-any-.need ref. -change. 'where' Furniture
?__ndequiptnent_are,inclu-ded)oin the alltera.tioncomtsbnent_as set out -under

fie, atnene`d _definition= is `t}fe TedMibent---o;Ottecommendatinii--.-1- funding -should
. be from renewal. A fur cher considers elan _I'S that it would

on th4 baSis. of furniture-end equipment
utters,--'ne'gtitiatiolialor a change inAhe formula for operating funds.,t4

.

, ,
Recommenda,tion 5

. .,. -,.
1

Agree." tfiece should be an automatic :adjustnient`of the $55 per NAS
square fogt alloance re reflect building cost,chantes.

Recommendation 6

Agree.

Recommendation 7,

Agree subject to comments under Reconittendation'l :and Recommendation '4.- .

C.

'1

31 4.Q :
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I

,-
Recommehdation 8A

6

Agree.-

Recommendation 9

Agree.

Recommendation 10

It is considerld essential that the Universities have the option of
replacing rather than altering should such action appejr in qe best
overall interests'0 the University, i.e., it is conceivable hat a

ntimber;of alterations, in smaller older buildings would be less desirable
groin the University's standpoint than the construction-of a single

--more efficient building replacing bbe-older ones.

P4

a 3.
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ITEM 4

The University of Toro was unable within the time available to
respond to the request fo information as to renovation and alteration

icosts n the format established by the Task Force. Since 19§3 the
University of Toronto has carried out hundreds of renovation or
alteration projects, most financed by University funds., In almost all
cases the alteration projects wereconfined to-updating small areas of
academic buildings or represented alteration of old houses or other
buildings for temporary academic use. The Iwojects were not documented
for submission to MCU. Their analysis to provide information in the
form requested could not have been completed within several months and
would have been of doubtful relevance to the Task Force Study. The
lnivers/ty of Toronto has approximately 800,000,NASF of space which is
over 44 years old and is unrenevateCi and unaltered to provide a moaern
and, by teday:s standards, acceptable environment and to conform to

,current fire safety regulations)

The Uriiversity,of Toronto does not conside;%tpat t_helegovatiorreompodett,
dafined as maj(5t'repaiisto add Tepiacement of huildinielements, such'
as roofing, mechanical systems, made necessary by normal use and deter-
ioration; is one which shouldlbe a capital expense. They do not subscribe
to the reasoning that a mil9,,tenance job by virtuelof its size should
become a capital expenditure. Each maintenance job described as. major
invariably represents -only a very small percentage of the total buildi g
costs. These jobs, and smaller ones, if properly done at appropriate
intervals, 'will maintain a building capableof serving almost indefin tely
the functions for which it was originally designed.

-

It is their view that the definition of the Alterations Component doeg
not include the important matter of obsolescence. In their opinion'
the definition of this component should read -as follows:

.

it

work
-, .

The work requirement arising from-changes in the en iron-
mental requirements of the users; because users eng ge in
hew and different work, from the need to accatmodat addi7
tiOnal users in the same area fronatt-e assign enf the
area to new groups of usefg, om changing expectation's of
staff and students as individuals

ry
from the need/to meet

.rd
mandatory fire, safety and o

b
*ther Jug regulations of the

'Province and the Municipality- In 'addition to the/work
requireient as defined aboVe anymaintenance work-Which would
logically be part oran, Alteration Component protht Wbuid

...

I

I
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be-included as part ofan alteration project as:would equip-._
ment and furniture required to make the project fully.
operational.

In its submission to the Committee On University Affairs the University
of Toronto noted the age-quality and cyclical renewal allowances
necessary to alter and renovate foui of its academic buildings. In

two gildings the first.stages of work have been completed.. The Univer-
sity and their architects have reviewed and updated the projectcost
estimates and have allocated the costs to renovation, alteration and
code requirements changes as defined in the Task Force Repoft. The -

undernoted table sets out the yearly percentage allowances, based on a
$55 per NASF building cost, which would hive had, to be. generated over

the life of three of these buildings, as either age - quality d scqunt.,
or cyclical renewal to fund egg- of the three.components6C e.gTqAcy -'-

0q per c en ta g e 314tances arrived a'Orelate bnly'td thd.Cos s oikthe' 4

,renovation ands_alteration'projects nox4 in prospect. The al owancei do"
not take into account other Alteration or renovation work th t-may have

lace in prior years and for whierho records are avai ble.

--

ercentage Allowance (over Life of Building') required for::

Renovations
Total of

Alterations .Code Changes_Components

University College - '
ft

(in' progress) 1.01% 0.85% 1.14% T.00%

Wallherg Building 4

(in progress) 1.73% 1,01% 10.40% 3.14%

Sandford Fleming
Building (future) 0.65% 0.65% 0.k% 1.61%

Average' 1.13% 0.84% 0.62% 2.59%

Tq arrive at the allowance percentages noted the University of-TTENRto
first.calculated the' doligik entitlement generated at 1% per year, for

'the 'actual building area beingfialtered, taking into account the diff,erent
ages Of building stages, up to for in one building. The funding
entAtlement thus generated was then\compared to t 'be estimated actual
cost to carry out eacb'of the three roject.components to determine
the gerdentage allowance necessary to fund -each.component.

'

34.
,
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1.

The'Sigmund Samuel Library costs are not indluded in the table: rfie
allowance rate necessary for the Sigmund Samuel Library project is
misleading when considered in relationship to older buildings. The-
LibraLy Wdb built in three 'stages (1892 - 1912 - 1954) with the nineteen
year old portion comprising 6$% of the building area. The funds
generated by. that. particular area greatly excded the costs of alterations
in that area with the result that the heavier costs of altering the

-

older building areas are-mascced.

4

I

r

0

tI

.35

1

4

I
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Intrpduetion

B-2

`N, In Hai/ember 1972 the Hon, Jack McNie announced in 'the Legislature

the imposition of a capital freeze which later took effect as' a moratorium on

new capital construction and the deferral of the application of'interim capital

formula entitlements, including the cyclical renewal allowance for the universities
...;:i"

.of Ontario. ..A letter, of April 'filth, 1974, front the ter of Gollekes
l'..,- - .,... , ,,

, ... ,
1* .

,:4,* and Udiixersities Indicates that the,moratoriUm and, deferral will,continud'.for
..

_
/d .

.

the year 1974-75 with no suggestion as to when a change in policight,be
-.. .

wected. it 's ely therefore to review briefly Ole history of the

capital financing of Ontario universities, to consider the elgments.of a

satisfactory formula, to assess the current situation and the implications of

a continuance of the capital freeze and to make, some decisions concerting future

action. This paper will address itself to these topics in the order listed.

A Brief History

During the 1950'sand possibly prior to that time,, the universities

made application periodiCally andindividually to the provincial gover nt for

grants to cover or-assist capital expenditures. There were other gratting

. :agencies as well*and there continued to be private support. The sulting

capital income stream was not related to need by any objective formula.

4,,

In theearly 1960's the provincial grants .grewlarger`ancf, with them,
.

concern over .the projected demands on the public purse arising out of an,plcipatel
6 1

enrolment. In 1964, the allepao,LIIIII.,v: Affairs was established and

.began with the assistance of the'Advi Committee on University Affairs A ,,

. ,

4review of financing both operati and 'CapitX. The goVernmeni was under <
,

-,

_

pressure todevelop an objective method for,determining-the magnitude.of the-
. -I, .:-

need for capital funds and luitable distribution of the fUnds. This, led to .

the introduction of the first of what might be 'called 'formula,' methods effective
, .

. ... ..., July 1st,' 1964.. Five catagories. 'of space were defined, four of'which'yere' --.
, .

, .

.

,

eligible for capital support at varying levels .on a project-by-prOjeCt!ahroval

.26
4

basis. ei

-O
t

. .
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Type of Project_

-.Academic ,-

trative
Stddent_Services
Residences

Ancillaries, Athletic
Facilities, etc.,

. .
5 - «,

In Mardi of 1968, 'the'support level was raised to 95% and athletic

1..

Level of Support

852 5:)..f .approved project coat_

857 of approved' project cost
50% of approved project. cost
202 of approved project cost

Nil
o «,

-

"pcilities made eligib for this support as well. The method-still did not ,

allay concerns abou the validity of the need, the efficiency in the use of
existing space, nor the equity of the distribution of the support.

It was in this context in late 1967 that the consUlting firm `Of

Taylor, Lieberfeld, and Heldman (TLH). was retained jointly ,by, the dommitee
of,Presidents of Ontario Universities and the *ccimmitee on Unilersity Affairs

. ,
.to produce an inventory of university space in the province; to collect data

On its utilization and to recommend space and utilization standards. It was
expected that 'this survey called.'The Ontario Cnixersities Physical Resources
Study (OUPRS) would be completed-within a year or two but, in fact, the final
report was ready only in late 1972 and was distributed to the' universities in

1-
the sp ring of 1973 :;.

When it became§ clear that the -OUPRS would take more time tha
iginally anticipated, and because of the urgent need .fttr a more Objective

*Is trument , a formula' called The/Interim :Capital Formuia' was devised , and

tituted effective April 1st, 1969. *The formula was intended to covter all
students except those in the Health Sciences and Edimation and was based on an

" allowance of 130 N.A.S.'F.* (net assignable square feet) per full-time student'
as am average for the province and a, cost allowance. of $55 per N.A.S.,F. as an

,average Ibr new buildings completely furnishedand equipped. The cost 'allowance

was arrived at by reviming the unit.'coits of some '400 projects flnance'd during
the previous six years and was below the average for university buildings up to
that time. StTudents were Weighted '6y discipline, and level ustttg factors a 1.0,

.1.5, 2.0, 3.0, #.a times 'actual numbers. The spate allowance was formaily stated
as 96 N.K.S.F. per.weighted stutat. A Uhlirers,.ity's eatitleinent" to_sp-ace covid be

.......

«,....«
forecasted using projected weighted enr,orient figuies,, t and ent4tlemea.t to funds.;
calculated 1.,3:y applying, the unit. cost figUre to the difference betweenlro cted ,c'.....

,..... . .

.

______.:._*_usab_la -sOtitr..e,,ex'0.1441:118--carridtacs, -8-tars-, ,n-trance -fey,e-rei-r-et-e«-:; .

, -

t.
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space entitlement` end the space cu Y available. Separate applicati ons

project .and funding was conditional on project -by L oject
could. be, made for additional so-called non-for a funds

,

were requited
priaation

to Cover ecial items such as site. acquisition and development. '/.
Subsequent. to its intgroducti-On, the -fnterim F9

..2ro ide increased -alloe./ances. for part -time students and
ctual space inventories were 'reduced by an age - %uali

hypothetical base figures for use in calculating/s itlethent for funds/

a was .revised tcr.,
r cyclic renewal, and

discount to produce

The age-'quality' discount was inte d to be a one-time al lowance
to offset: the fact, that available'space in lder buildiigs was generally less
tapable of being efficiently utilized than tieWe'r-apate. The discount varies
with the age bf the buildings 'and tlike.54'etically provide' cash- entitlement
either to pgrade the old buildi physi'c'ally to some standard ap
space, or to provide-replacement or additional space tocompensate
lower utilization.

I

Ching new

for the

The purpose of-the cyclic renewal allowance was stated info
by representatives of theAnistry to be "to cover the cost Of alteration and
al164 for &predation, obsolestence an eventual replacement:" Subsequent
discussion brought out the position at the allowance was not intended to
Aver replacement. The chiculation of the cyclic, renewal allowance 'was
somewhat cotylicated but it approximated a specif,ied percentage (1%)' of the

. value of the-current physical plant.

While the university system was ,ending and erating entitle.
for additional new spate, by reason of increasing enrolm the cycl
allowance was of secondary' importance. ,Once enrolment

'it became all-important as it provided the only source of funds outside of .

operating income to adjust the physical plant to-mee t shifts in student
preferences within a nearly Constant total enrolment and to make Major rend t,c1n1.-

a

ever,

, -44L"it, * L .

Xhe freeze on capital funds initiated in. 1972 included, tile. funds
..4.1.-. . .... ,

gene-rafed by the cyclic renewal provision of 'the'.artterim Capital r mai\a." Since
. that time, funds have been made available in .very -reduced 'Maui for 0i:omitted

p-mojecogy, emergency or extremely Urgent alteration or' fen-ov
recently for some new projetta. These' funds' have b een° le s

* .

. meet the Heed and become a:vs'ailahle.1*_ iklipro.c*as which
. s .

----7---1,7------:.,-*---:----r-------T---------Ta9-7---.,.. -..- * s

ion projects
than 'acie te\

ye'cy diffi
.



www.manaraa.com

to plan a ead in a rational way.

B-5
$

. . ,

I

Before concluding this brief history-, some m- tion of,the number

' and -ture of the 'studies related to capital financin: seems in order. .

, ,

". The. joinAly sponsored OUPRS' came: It a eriod
1.
when the univ sities ,"*"...

varied,greatly-as-to.deVelopment in space invent y and-tanapment chniquea.
/- ..

/
/ It focused attention on effective utilization

2
introd ed a.class*ication

..&

and coding scheme which MCU and some univers ties h continue to-use, produced
4 .1,

a space inventory ior the Ontario system a d finally came up with recommended ,.,

space and utilization standards. It suf ered from being the first such.study s
i

but in spite of its inadequacies and s ort-comings it did provide a bas's
1

for later and more careful'work.

1. either wit

The Miriistry has'don= a number of studies, many of them for u.L

CUA. Perhaps the best known is the study.,qa

preliminary and la on.

iversity buildings which appeared in a

bred a considerable amount of work mainly through,

f the COU,Committee on Capital Financing. This

m following after the studies referred to above and from

y of more recent 'and generally sabre complete and reliable data

volumes, of a series known as Building Blockeskre'publishediq

additional volumes 'have appeared since, and currently a task forge art&

tommittees are still at k in this area. Oee Appendix,I for a list of these

n producedas part of a cant nu ng effort to provide,

evelopments in formula fl g on the capital side

for individual4,universities as well.

studies.) This series has b

/.; a sound basis,for any future

and to provide useful infor
-

Elements ital Schems:_

essment of current aituation with ,

first consider the main features ofa

ements to a formuldrbased financing sthexe. This,
'1,11, .1,11

+-4,-
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the case undet the Interim Fariula 4nd would seem to be necessary under

futureschemes.

1. .Inventor of Existin4Space:-,

for additional space or funds_.in the-future, it is necessary

-

what Currently exista;

or among, different ju

other reasons, it is neces to

For purposes of tpthparison

categories or classes. These ma

ne the needs-

h ve data on

among individual, ii tutions

ies of requirements and, for-
.

subdivide-
,

the inventory into a number of broad-
_-

further subdtvided.almost
_ _

The degree to which the_ subdivision-is- arried depends on the use fo.w'hich

the data will be-put. It is-important to. define ..04e categorie d their\
Subdivisions very cirefuily if neaningful analysii.and'comparisonS-are to be
made. For convenience Storage, extraction and analysis of data a

coding system is- needed this is'a purely technical proi;iem and not nearly
so vital as the cateaotleafion or classification ccheme.

2. Input Measure(s) or Proxies for Need':* - For a workable' .formula
_

a 'relatively small number of measures bust be found which are highly correlated

with the-peed for space in aggregate or (or' ular categories of\space: The

ultimate in simplicity would result if- aggregate s Oe needs were linearly

related to full-time students only or even to full-tineegoivi- lent students.

Full-time students or full-time equivalent.stddents Would then be the single

-input rmeasure required and by projecting this into the fbfure Torecasts Of

space needs could be made. Unforttmately, the orrelation 1.14 not goad enough- .

and to achieve reasonable precisicm a number of input measures are neeed.

_ , r
3. Space ,standards : A space standard may simply be a measure or.,

".the space needed to accommodate a thing, such as a library book, or a person
\.-

(e.t., a faculty:member in his office), withaut.regard tatha_utilization of

--that space. Other standards'may inc

of ,utilization the'space Is expected t

rparate implicit statements as to the degree .

achieve. Standards for clastrooms,_

teeching'laboratories, dining halls and dire usually of this latter type.

If the utilization img4.1Oft in thesiandard:is not a eyed, 'then space Provided,
. -

in accordance with the2Standard will not suffice'. '
1

"
.. At would be-Conve nient if-the spate ,.standards

..,- 4 1

; various categories
.N .

NN

.

*
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1 4
of space combined. in such a.way as to produce an aggregate Single perstudent

1.,,

.

.41
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.

factor. identical *or every university. -This is not the case however, SQ

it' is. necessary 'tm have standards for,difierent categories -of-space. -Hew -many--.---

standards and categories is ,a matter of judgement as to when a reasonable compromise
; ._ _ - ---.-- _ t

has. been` 'reached befWeen °precision on the ,one hand and practicality on the other.
.../

4. Cost Factors: Unit or per .square foot costs can be derived for

space expressed in' terms of gross square feet, net square feet, or net assiinable

square feet and may include all costs including fees, furniture, and equipment or

some subset of -these. The Interim Formula introduced a single-average total cost'

per net assign -able square 'foot.. In actual fact, different kinds of space have

different unit costs and again it is a matter of judgement as to the number of
rork

categor es and cost factors which should be introduced.

In principle then, a formula-based schemtm'permits the calculation of
-

space entitlement at any given point in time by multiplying the projected values of
.

the input-measure or measures, by the,appropriate space factor or factors. An

examination of the difference between space entitlement and t'he current space .

inventorywill then reveal whether the system or an individual institution is

need of additional space or has a surplus and, hence,. a capacity for increased-

enrolment. If the former, the eash ,entitlement for. the construction of new space -;

can be calculated by mu ltiplying the entitlement' for new space by the appropriate

cost, factor or factors... The first Our elements of a formula-glased scheme are

'thus used to determine whether more Space is requited to meet future needs and,
#

if so, at what cost. It should be noted here that when 'a formula system is
4

. first introduced it is necessary to consider disparities in age and quality of

_space, the stage of development. of tine university, etc., and make appropriate

adjustments to reflect the differences.

#

This still leaves open the question of the capital costs associated

with alterations and renovations, to existing facilities. Changing social 'demands,

student preferences, new techniques and techldblogies/ all require adaptation of (1.
.04 physical plant even in the 'context of level eniolmints, Major building

subsystems .wear out and must be replaCed. ,Code changes also generate a -need for

funds. Thvs the fifth and final element in a formula scheme: is' a cyclic renewal

allowfnce.
.

:5

P

';

" .5.f":
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5. Cyclic Renewal Allowance:. The problems associated -with

forecasting the'need for'fulure.altdritions and-renovations and the resulting

costs are complex, difficult and largely unexplored. Studies sponsored_by
, COU have begun this exploration and the work continues. The Interim Capital-

Formula provides an annual allowance of 1Z of "inventory value."* The simpfi

.city of this approach, if not the-amount, is very attractive...and-the COU Tabk

Force on Life Costs has recommended that it be continued until such time as an
, .

improved method can be developed. However COU has previously demonstrated

thatthe figurebhould be at least 2.7%: A careful definition of what is to

heincluded within the term cyclic renewal and a roalisric value for the per

centage factor are required, however, and.the Task Force has made 'recommendations

on both these points.

Current Situation

An analysis of the current situation can be split into three

separate but related parts sted by the questions: ',How adequate are the

'present.physical,facilities? How dequate are current levels of capital.

financing? Do we have the basiis or a satisfactory formula financing scheme?

.

1. Adequacy of ?resent Facilities A complete assessment of the

-adequacy-of existing ?pace would- iequire an-examination-of-the total-Spack*,-

the distribution and mix of spaces and the quality of .the space. Total space

is the easiest to deal with and frequently As the only one that it examined,

Building Blacks' standards include the Health Sciences and
A

Education. The Taylor, Lieberfeld, Heldman and Interim Capital Formula

standards' exclude these. programmes The average standard in Building Blocks ,

is somewhat tighter than the stand ecommended by Taylor, Lieberfeld, Heldman

and the.standard'implicit-in the Interim CapitalFormila,if allowance for

the differences is made.** Figures produced by the Standing Subcommittee on

The actual derivation is 'somewhat more complicated than this suggests.

** In developing the Interim Capital Formula, basic:siandtrds of 140 and 130
N.A.S.F. per FT student were considered with the final decision in'faIour '
of the fatter. ft-should be pointed out, however, that the standard' of 130
was selected"as a conservaflve average; .it is likely that recent shifts in
enrolment tadard-higher -weighted programmes have increased the real average
per student to above 130. Further, the Interim Capital Formula is applied
against a discounted inventory which is about-4 N.A.S.F. Per.F.T.E. student
less xban the teal inventory average.

The recommendations'of Taylor, Lieberfeld and Heldman, theconsultants-for

_ _ _ _I 3
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Space Standards (Coinmi ttee on' Capital Einanciikg) show a- real lrimen tory average
of 140'N.I.S.F. per F.T.E. student excluding central utility space. (This'

:space is :-not normally considered assignable space.) Thus,- on the 'basis of
total sp'sce only and ignoring questions of distribution, mix and quality,

system liact A Surplus Of less than 3% in 1972-73 when measured against the
Building Blocks standard (and no surplus .if measured against the TLH
recomxtendation). The growth in students from 1972-73 through 1974
is -xpected to be at least 10% implying 'a system space deficit of about 7Z
in the- all of 1974. Even if the freeze on capital funds for new spa*ce
.to be remov- effective April 1975 any approved new spaCe is unlikely td become
available.for us- before the fall of 1977. Thus, with expected growth in 1975
and,..1976, the system ficit may resat 15% before new'-space becomes available.

The current sit tion with respect to the distribution of space
r

among institutions is difficult to portray in a simple format. Our moss recent
calculations using the standards of the. Building Blocks series'indidate some
shortages and some 'surpluses. Enrolment increases will hopefully, in due

. .

course, take care of the 'surpluses, though 'rarely -do the surpluses latch the 4 .

_progrannses that could use them: The shortages may have to be the subject of
__special solUtions.

.
Age 'is -pos-sibly the easiest though' not necessarily the lost

infallible proxy to use in judging quality. Although we do not have an.
accurate up-to-date measure of 'age distribution Centrally-the situation in.
1969 according to TLH ranged from one institution with practiCally all of its
space under ten years of age -to the other extreme ofanother with only about

;
35% under ten yearS of age and 502 over fifty years of age. For the entire'
system at this time, probably 10% of the space is over forty years of age. .The ,
distribution of space.in the quality sense is by no-means even with high_

.Footnote continued.

OUPRS#are -equivalent to 132 -N.A.S.F. per F.T.E: student after applying
their adjustment indices.. The shortcomings of their report are detailed

the COU report, Review of Recommendations- Contained inOntario Univers-
/ ities' Physical Resources Study with Summarized ,Responses from Individual' - :

University Submissions, April 2, 1174. 0he in- particulay is relevant,
here. When corrected for an apparent 'error in the Calculation of a
-standard fo r library -space the TIM overall standard _becomes epproxisiately
.141. ,Finally, the use- of standards in Building Blocks as, currently
printed yields a figure of 135. N.Jr.S4F. Revisions now under 'Consideratioi-----..
following a careful review of 'the component standards in Building BlOck,k____ '`.
would raise this to.136.4.
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cOncentrations'Of Older space at partitUlar institutions.

ti

-,-.. 1 The ov4tall Space pictUre then is'one la a system now in deficitA ,

i
'.

in terms of availability of total spate, with a distribution among and

with institutions requiring adjustment,1and a need to correct the unevenness
t

rr,

r.

in the iality of space across the system.

2. Adequacy of Current Funding, Regarding funding, the

freeze on all capital funds makes it progressively- more difficult to devise

a satisfactory solution for, capital financing of the university system. The

current situation is made, particularly acute becaust of the, freeze on cyclic

,renewal fundS. The cyclic renewal funds provide /the only source outside

of operating income for making adjustments to the existing facilities. They

, can be applied in the manner .mot 'needed at -each institution. The new institutions

may need the 'funds for improving any mismatch'between facilities- and programmes; ",

older institutions may need the funds more for upgrading the quality of space;

some may actually need additional facilities.

,

To summarize, the present. facilities constitute a system roughly

balanced In terms of total space in 1974, with
_ -

ith an expected deficit of some .

r 1
_ - _ _ _ --_-

.

15% by 1977. The immediate neeCis to renew 'a flow of tai funds,- however .

, %minimal, so that the institutions can meet their most urgent priorities, '
r,

whether Ehese be adaptation, renewal or additiOf4 facilities.
4

3. Basis for a Formula Financing Scheme The Ontario system

would seem to be in a very good 'position to proceed to the next stage of a

formulabased capital financing scheme either .through the fUrther development

of the Interim Formula -model or an alternative to it.

;

A space-,inventory ntow exists_ and this could be updated and made

more comparable, institutiontoinstitution, thrOugh the use of the ;modified

classification. scheme soOn to be recommefided to WV by its working committees.

Coding problems have been under.study as' well and' workable solutions found.

,

The Building Blocks series provides a:*mplete and carefully. 4

develOpectset Of Space and utilization etandardg including Health. Sciences

and EdU4ation.' With the addition of space demand factors Ioi.tikevarioue,

, .%

II
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programmes in the system, -the. spate and utilization ;standards together with

.;

appropriate cost factors could be used' to revise and refine the capital
.` Weights if it is .decided to,remail witf the Interim Formula model. Alternatively,

these standards could be applied directly to the input measures introduced in
the ,Building Blocks series to produce an,objective assessment of the need-for

. space which could then ,be converted to the need for funds using appropriate cost
factors.

.-
provide

The Ministry study of building costs and the more recent COU studies
a basis for the establishment of an updated

and
// cost factor, if it is

decided.- to continue with the' modeI,of the Interim "Formula. 'Alternatively a small
number of cost factors
developed.'

appropriate for different, categories- of space could be

Work continues on
Ait

buildings but progress so far
arbitrary, though likely still

the complex question of' the life costs of
should make possible a more objective 'and less
interim, solution to the vexing question of

cyclic renewal and age-quality allowance.
,

In summary then, the quality and completeneSS of the statistical

base, the analysis of space and its utilization, knowledge conceming'capital
costs for new 'space and, .to a lesser extent, for improvement of existing space,
are 411 significantly greater than in 1968 when' the Interim Formula was deVised.

.If should therefore be quite possible to develop .a formula-based capital
financing schftn!Q.which woad be subStantially better than the Interim Formula.

.

No''formula-based scheme should be considered-to be final, however,'only the best
.

currently possible given the present state of the art. 4,-,.. .. . . , .-
...

4 .. ..;

.Implications 4 .eontinning atAe Moratorium
. .

' Mg

,Diiring the growth period of
cif universities which in physical terms
on a par with therbet_ in the developed
effort :and at great cost to the-taxpayers. The investment in physical Plant is
of 'ehe 'order- of one billion dollars.' This is anlnvestment and an accompliihment

_

the sixties, Ontario developed a system
(the primary, ccrricern.of this paper) is*
cou.

-ntriesi This was done at considerable

J

which must be protected not just: in the sense of2maintainingthe bUildings-as-

-they are but by. adapting them to new and thenging.conditions and by replocing

4

ft

.1
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them when necessary with othas more appropriate to current, and future needs.

and adaptability -'tame about in Iarge
new construction. Leyellirigrolment

the magnitude of expansion required

During the ,sixties, the necessary-flexibility-

part naturally and easily as a'result.of much

do not justify, except in some special cases,

to adjust to changing needs. The moratorium and the deferral, of cyclit renewal

funds ha9 reduced the the system in physical terms almost to,

Surely history is replete with examples of the fate of organisms or systeMS which

failed to adapt.
,

University physical plants of necessity must be expanded infinite
.

steps. Most institutions were, planning for a reasonable fit of the physical plant

to the enrolment mix fore *t for the late seventies-or early eighties.: The --

earlier - than predicted' slowing of enrolment growth has left some institutions with

less'than adequate facilities for certain functions or- programmes and,a surplus

of'space for other functions or programmes. Theie is therefore a need for -funds

to adjust. A-Lew institutions have Continued to experience a significant rate'

of, growth and-now need additional facilities. Finally, buildingg and.building-
.

subsystems wear out and-must be replaced. The sums required are beyond-the

means of many institutions to .finance out of operating income._

The ,implications of continuing the Current freeze On capital are

clearly a system which In physical-terms remains static in the context of a
.

highly dynamic environment with all the unfortunateconseqdenies'which follow.

-7from-that, a system which cannot correct for even current imbalances; and a .,.. .

. , ,

system in which some elements are indanger of deterioration because individual

institutions laA the funds to Pay for major renovations or replacements.
, .

.

Recommendations,

. 2

The current freeze on capital, faide.prfsOmably provides a measuilt

of*.selief from the severe demands' on the provincial .purse. It offers do._19nr:
,

\term solution to the capktal-financinhiVersitysystit:for Ifie,resainder

Of the seventies. If continued Mich. longei it may well make a iatitsfactary

solution more difficurt to devise. Therefore, the ommittee on gapitat

.
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Financing_recommends,the,following:

4**

.00

1. Lift the-moratorium on-capital funds, including both---
0,6formula.support and cyclic renewal.

2. DiVelop.a revised and improved-interim fo
appropriate model for capital financing by
the following measures:

ko.

a or other
ncorporating

a), Approve and adopt the-space classification and coding
procedures to_be recommendedshortly by the Commirrpe
on This will,enable the space
inventork tde revised and updated: Suitable
programmes can be written to'trahalate individual
universities' coding systems into the
coding systems.

b) Approve and adopt the spore and utilization standards
set out in the Building Blocks Series jas revised in
accord with the Standing Subcommittee's recommendations).

. -

-c) Review and update the MCp and COU cost studies. Derive
--and adopt apprOpriate.cost factors for use.

. , ,

Devise and adopt an interim solution to the funding of
cyclic renewal pending further studies of life costs.*

Find a solution to the age-qUality.alloWance whether or,:,
= -.1tot__thesoluilonis-t_parti.af-the__cyclic_renewal

fOrmula.

3. -Effective comMunicdtion,musrbe,maintained between. OCUA and
-COU in-the Capital Finance area, either bye continuation: of .

the Joint Subcommittee or by some `Otheriadans. PriimecConsider
,atiock.would have,toliegiven to idehtifying and advising on
the best methods of proceeding with the implementation of
recommendation 1 and 2.

'

,
If. the above are,completed and the universities given -adequate notice

as future levelS of fun *it 'will Once more Vecame possible to plankthe

future physical development of
0 _ A .

- *
t - stemin an orderly and rational-menner.,

* As a starting paint-see-the COUarieCto the ,Committee on University Affairs',
Ontario University Reqatemellts for Cyclic Renewak Punds perepailectliy:tpecpu.;:,;---

.ComMittee On-Capital finanifnefnr the Counell-of Ontario 'Universities,
'tiny-ember 271 1973..c

0--

rx

10/10174
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Report from-the CodmittL on Capital Financing

Introduction

The brief entitled Capital Financing: Funding by Formula and Cyclic kenewal

presented by COU to OCUA on October 26, 1974; provides a Tevigw of develop-
'

meets in the. area of capital financing up to that -date..? The purpose of this

`paper is to report on progress since that date and to recommend measures
.

' desighed to assure a. more secure basis for.detertining the level and allocation

of capital expenditures..

'Cyclic Renewal

S R

The Committee on Capital'Financing and COU have repeatedly-stressed the importafte,

of maintaining the physical facilities of ,the Ontario universities,and adapting.

"these facilities to meet changing needs. We were, gratified to learn thatsOCU4
. ,

strongly supportecthia position an4 that the goVernmenthas responded by increasing

the'funds available for this purpose during'tke current financialtyear, Despite_

increase -in funding and_the promise of. improved :procednies, the level,44114---c-
, improved

,still falls considerabl§ short. of needs. In our November, 22,:1973 presentation i ,

to COD on Ontario'University_Reouirem4nts for Cyclic Renewal Funds*, ve-recomMended-

thit"...allowance for cyclic renewal 'should be immediately increased from
.

4 .

to an interiM'figure of 2:7% pending thetesults:of further studies": This.-is

essentially the same recomMenceation as thatContained in Building Blocks, -Volume, 5, #

fl

Report of the -Task 4auce Building Life Coats

. 1

t

We have no.additional information which:wOuld cause us to alter the estimate dosin-

_waids. Assuming, -for ke'sake.Of 18 millionWASF-pr the sydtem at
A -

'
$'55 per square1Oot,--thel.toial valite-of' dpace in,1972 d011ity0s.$990 million;

* This analysis was subsequently forwarded" officially la-Dr:-Gerstein MA)
under coveting memorandum from B. Hanten dated January 24, 1974. .

,



www.manaraa.com

not

C -3
7

.

allowinefor a conservative inflation est to at 6%; the replacement.1q1Ue of
- o

total utriversity iPace in 1975 would b $65 per square foot, and total value ,

would be $1,17' bip.ion: Using the recommended 2.7% figure for cycliC renewal

the universities would need $32 million for 1975-76. Current leyels of funds
. g

made available for 1975,-76 are $thmillion, which still leaves,a difference of

$21 million that shoulcfbe spent foX cyclic'tenewal.

ti

We also, feel that _die procedures still fail considerably_short of what
.

reasonable and rationale. The lack of adequate lead-ftime is still a serious
N

1

problem, the more so since planning - staffs have been reduced in the general

economy drive. The construction funds to be available should be announced at

least six months before the'beginning of summer. The construction and renovation
6

,

associated with "this type of work Usually can-be done only in'the summer months

and much planning and preparation is
.,,,

required before work can commence. -Further,'

the procedure whereby the'universities Submit lists of projects and MCU selects'

from among these lists those 'pcojects which it wi ll approve leaves little

autonomy or flexibility, to the universities. _We would hbpe that-a scbeme fob the
9

distribution of Cyclic,r'enewal funds could be'developed,which would'Ove

-stitutions some flexibility An choosing which of their urgent projects yould go
.

A

ahead within the funds defined for such purposes by the government:

'The:Special Problem 6,f Eqdipment

\

:'
..

.

Whether equipment renewal. and replacement is pro perly an opera, itg or a capital,

expense is delliatable and,perhapa unimportant. What, is'iMOrtant, however, is that'
.

,_
. . ,. i '.- , , ,..

,upc!to-datp-functioning equipment and effective controrof,khe physical environment
- . .

.are vital to the instrutional and reaearc capability of a
,

university.. Moreover.,
..*
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thp replacement of,instructionaland'reeearch equipment, originally funded'as

part of the capital allocation for buildings, is becoming ificreasingly'ogeni.
.

One of -'the objectives of the Minister, expressed in his gtatement to the

Legislature on November 18, 197:4, was the proVisiOn of Operating 'support, sufficient
'

/

to maintain and imprche existing levels of service'. One has only to read'the.

briefs from individual univeraities to OCUIto be aware that"-the physical
. , , . ,, .

.,resourc8 are being adversely affected by the current financial -7stringency., The
.

. ,
...

effects'of this are diffliul,to measure 'precisely: -Certainly one Ampottapt
, -, '',- . , .

'- .-
, .

ieffect 4s the inability of institutionsto cope with the costs of 'purchasing
.

° and renovating equipment in order to keep abreast of technological prOgAsS.,, :

This ability istessential in the scientific disciplines. Itla'cleAr that the

needed equipment replacement in thesb disciplines' is not being,maintained, let

alone improyed. Sinte .action+ is needed to correct' this situati6A, one pP'ssible,

alternative would be to define_ equipment reneval.au4 .reolacement-40,caPlIal...

. .

'cost,and.adjust the cyclic renewal fundinglito-coverit.
%-,

6

k 4 / 'I*
,,

By way of illuStratiOn f-eqUipment renewaLneeds, TOle 1.sHoWs a histp

capital project costs and'equipMentnOste taken from the )14, 1972MOVrepOrt

UniVeraity Buildings Space/Cpst Data._ Tg,projeot replacement 'costs averagp'
. . , .

,
A # .,

, -1.27q4F equipment life is assumed based on studies done -hy'Natiqnal 4ppreis0
'-

2,Contultants'Led. for the university of Toronto. 'The results of these' studies`n 4 ,' b f

. on a number 'of pieces of equi4ment suggest a depreciation low of 4.5 %,. the'
,.

majority between'7% and 9.5%,,and a high of 16.2. 'The average. was ealmated .

f-

to,T01.5% correspdnding,to-on average life dif. 11.8,yearw. .A/sop. a ,6%.peik.

, z .
. , .

d
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...... o, ,..
,

.
,o`o

, . ,. .'#1 ..

of annum inflation rdte -is assumed for, the 1964-71 period. The equipment cost's,.
1

.projected for .1976,83 are the Projected costs i-n dollars to replace the 74

equipment purchased twelve',54dar._earlier. These data are then eicpresSed as

ratios f/ 1975 operatitit revenue' and estimated value of the physical plant,

.., nig, average- ratio di, equipment $,/physical plant value over the 1976=83' period

0.84. It' Willi, be seen immediately that the Building, Blocks' Volume 5 estimate
,,*00,,, . . .,,,, .....,,

-.... - 7
,o

o f, arkhge of ratios 6f -equipment V.physicel plant value of -0.80.to 1.06% is..., t,

. ,, .,
e i,reinforced ,by the analysis. Express& as' proportion of ,operating rvenue,

,. .

he average annual increase

In dollar terms the aver.age annual expenditure over the 1916-83 period should
r

be about $10 million.

for equipment replacement would be.about

I
0

4 AThis,, of course, liclUdes only ,equipment purchased froth capit'll. funds. If .

equipment pUrChased f,yom/operating funds wer o be included , the total require-

:7$

.'ment would.. approximately. dotihled*.*,* Thus. be es IP4tgdAllAt.t1710._.

. ,

co4bingd' relpqrementstfor. all equipment eplaeeMent reneWal frOm- broth'
4 ' _ .

yope acing and ;capital: I.:mil& be in 411e, region, of $20 million per annum.
z

.

,

i n , , I,

* See above rqferen,teditiCU report.,' 'pp. 453, for measures of con4ruction
4 escalation costs. Abtuall, the most recentdata from So.uthi'm Business

4 Publications and Statistics, Canada suggest that'6% is far too low. .°
Sdutham shows 6.3, 1747} ,15.8 and- 9.5 fby '197-22,73, 74 and 7S.,,,Statistids

* Canada shows 7.9, 10.2. and 13.3' for 1972', 73 and,14. ', "*/

, -
,

1 ., 4 r (

** The COFO-UO report shows.-abOut 3.6r of operating funds for furniture, and
0 equipment'; it 1.;s assumed that about 1'.5% of .operating funds are expended

I ,
. for equipment.- , - , .

f
. ,

'

r
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:Recent Developments in CbU Space and Utilization Research'
.

1) The Subcommittee on Space Coding and Space Classification has now completed

2)

its work. .

The space crassification scheme of Building Blocks Volume 1 has been revised

by the addition of several categories; definitions have been refined; and

a glossary-written as an aid to the interpretation of the definitions.

scheme.mee s the needsof both MCU and the universities.

The

standing Subcommittee on Standards has concluded ire-examination

of the--.. ac and utilization standards recommended in the Building Blocks

series. The bcommittee is satisfied that changes should be.madein the

e of three categories:

Labora Ties,

the nature

Undergraduate Laboratories, Graduate and Research -,..

Instructional OfficeS and Related Space- The changesarelp

refinements which would not change significantly the space
.400'

entitlement'for esystem as a whole but would make relativel minor changes.

in the, distribution of-entitlement among instifnt4ons were they adopted and

a formula-subsequently based on them.
z.

'

3) The (new) TSsklForce on,Life Costs has started to collect life cost datafrdom

bile blinding on each of a number Jf campuses. The data being collectea will

assistin the-process'of defin cost classificsiions. Commencing in 1976

all nniversiies will be- requested to.SUpplydata

of buildings. This will need to be continued for

:

..

for representative samples

some time7before it be
.

.

_5 5 ,
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passible to carry on the necessary Analyseaand make conclusions about
,

life costs.
4.

* P

4) As-an additional project the Task Force had 'considered undertaking an

additional study-into techniques, building modifications and procedures

related toenergy conservation and their cost effectiveness. It lacked

the time and re urces to do this, however, and at the suggestion of the

Task Force, OAPPPA as taken on-.this study and will no doubt take t:he'

fin4ings-kriown in due course.

,

.Special Needs fait. Additional New or Replacement Space..

The freeze on capital funds has created a,situafion wh'ere.some universities are

-
almost without or with quite inadequate amounts of certain kinds.of facilit-iea.

Certain categorieqrof space need to continue to grow irrespective of enrolment.

a. Library space is one example. Some buildings had reached the end of their use --

ful lives at the time of the freeze and more buildings will be added to the list
-

in future.'
,

Most important of all -are needs closely related to the instruction'

and research functions. of Universities.

. . 7"

The CaMbittee'understands the reluctance of the government-to fund a further .-

possibilityigeneral expansion of university facilities -given the possibility of level or
,.'

declinipEeniollfients the Eighties. But some needs for new-pr-,teplacernen,t

space are,becoming serious enougli4s to justify adtion. Thisprablem becomes'

even more -acute fo. r ,thase universAies which are.curretly renting space f
- -. .

0, t . .

offices and other ttaei: ., .
,: ,

,

,'"

J , 1
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Recommendations

1

' 6

<S,

C - 8 'c

We have demonstrated a need for additional cyclic renewal funds, whether from

capitaloperatidg or-hoth,"as folloWs:

1) $21 million to be added to ,the 1975-76funds'for cyclic renewal of physieal

plant space. On a pro-rata basis additional capital funds needed `for
141'41.

equipment replacement amount to approximately $7 million..

An additional $10 .million in operating funds for equipment replaceMent and

feneual

'It would be possible to provide she. whole of these additional needs through'

capital funding. Whatever ihe source of funds,,we recommend strongly that govern-
.",

ment take these demonstrated needs into account :when determiningilIocation'amounts

and,sources 'over the next decade.

The tapital,allocationsprocess now lacks rationality. To Make the procesi more

rational, we recoMthend the following:

.

r) Funding of cyclic renewal at the leyelsuggesed_with special_attenti9n_

given;to insttuctional and research equipment.

2) Immediate establishment of a.triparIte eommittee of Atu, ocuA and COU to

recommend guidelines, -procedures and'a timetable for accomplishing recant-.
11,

--mendations (3) through (8) belbw.

.

3) Approval of the space coding and classification procedure's to be recommended:

shortly by the Committee :On Capital Financing:

-Adoption of -an agreed-upon,.setOrspace and dtilizatiOn stamdardeforthe:,
o

b
system. We recommend the standards of, the Buildingillocks Series revised

4, p:'-,.,-- . ,
-..

, .-
' -

in the light.of,the findings of the slanding-SubcOOMittee.
- " ,..

5 Updatingof the universities' sps.Ce inyentoriervto the preAent year according

. .
to the classification and coding system recommended-by the.Stan4ing Sub-,

committee. Suitable prograimes can be written to.trantlateAnivereities' ---,-
4. -

1 .4. .'. 't -
ceding systems:intakhe St*Odard systOW. '

. .

,,
e,

51,**.

L
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6? Development of a unit costs escalation

:NSF value or rational procedures for

71 Studies leading, to the development of

allowance problem.

index to replace the outdated'$55 per

estimating realistie costs of projects.

a rational solution to the age-quality

p) Establishment of guidelines and procedures for including projects on a:list

of urgent projects and establishing their priority.

r.

S.

A

l

4-4
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