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Watson & Associates Economists Litd. (Watson) was retained by the City of Guelph to
conduct a Residential Development Feasibility Assessment and Sensitivity Analysis to
support the City's Community Planning Permit (C.P.P.) By-law for the Stone Road/
Edinburgh Road area. The study aims to assist the City in identifying a proportionate
relationship between affordable housing and increased height and density within the
planning framewark. The regulations provide that the by-law needs to establish a
proportional relationship between the quantity or monetary value of the faciliies, service
and matiers that may be required and the height of density of development that may be
allowed.

The project involves assessing two development sites built out to different heights and
densities in the South Guelph Strategic Growth Area (5.G_A.), specifically at Stone
Road and Edinburgh Road:

= Scenario 1a: Mixed-Use Comidor (ownership) developed to the maximum
density permitted under the current zoning by-law (six storeys and 150
units/'hectare).

= Scenario 1b: Mixed-Use Corridor (ownership) developed to the maximum
height outlined in the Official Plan (14 storeys and 250 unitsfhectare).

» Scenario 2a: High-Density Residential {ownership) developed to the maximum
density permitted under the existing zoning by-law (10 storeys and 150 units/
hectare).

« Scenario 2b: High-Density Residential (ownership) developed to a maximum
height of 14 storeys and 250 units/hectare.

A5 part of this analysis, Watson is providing a detailed examination of the potential
market feasibility (based on typical local development costs and revenues) associated
with the development scenarios identified. This assignment is intended to evaluate and
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test the financial viability of the proposed developments in order to identify the
proportional relationship between increased height and density and affordable housing,
within the context of the local policy planning framework.

The following summarizes draft findings to date based on the pro forma analyses of
condominium developments for Scenario 1 and Scenario 2.

Development Parameters
In consultation with City staff, development scenarios for each scenario were prepared:
South Guelph 5.G.A. (5tone Road and Edinburgh Road):

= Hcenario 1a: G-storey condominium with retail on the first floor and surface
parking.

» 3Scenario 1b: 14-storey condominium with retail on the first floor and surface
parking.
Scenario 2a: 10-storey condominium with surface parking.
Scenario 2b: 14-storey condominium with surface parking.

To test the feasibility of including affordable units in Scenario 1b and Scenario 2b, the
following alternative scenarios were examined:

« 3Scenario 1c: 14-storey condominium with first-floor retail and surface parking,
with provision for affordable units, that provides an intemal rate of return (LR.R.)
equal to Scenario 1a.

« Scenario Zc: 14-storey condominium with surface parking, including affordable
units, with provision for affordable units, that provides an |.E.E. equal to Scenario
2a.

These scenarios represent vanations of condominium developments in the South
Guelph 5.G.A., differing in height and the inclusion of affordable housing units, while
maintaining consistent building forms and surface parking layouts.

The development parameters and charactenstics of the project scenarios are
summarized in Figure 1 and Figure 2. The revenue streams and development cost
assumptions are discussed below, along with return on investment findings.
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Figure 1
City of Guelph
Development Parameters of Condominium Developments in the South Guelph 5.G.A. (Stone Road and Edinburgh Road)
Infa Scanario 1a Scenario 1b Scenario 1¢
Condeminium with First Condomirium with First Condominium with First

Dinalapmant Typs Floor Retail Floor Retai Flaor Retail
Parcel Size (Hectares) 0.43 0.43 0.43
Building Height B 14 14
Building G.F.A 62 20 116,358 116,358
F.8.1. 1.35 2.51 2 51
Densit Hectars 151 251 251

Bachelor 21 az| 473 11 10%| 473 g 2 10%| 473
1 Bedroom 12 18%| 580 20 19%| 580 16 4 19%| 580
1 Bedroom  Den 16 25%|  &70 26 24%| 670 21 5 24%| 670
2 Bedroom 14 27%| mos 73 2% 805 18 5 2% 805
2 Bedroom # Den : s] 1,045 17 16%| 1,045 14 3 16%| 1,045
3 Bedroom 2 3| 1,320 11 10%] 1329 g 2 10%] 1,329
Total Units [ 1 108 100% [ 21 100%
Locker E5 oo 52
Parking Type Surface Surface Surface
Parking Space B3] Parking Ratio 130] _ Parking Ratic 130][Parking Ratio
Residertial 65 1.00 108 1.00 108 1.00
Visitor 7 0.10 11 0.10 1 0.10
Restail (k] i I ) v I A S
Parking Ratio (Incl Visitor Parking) 1.1 1.1 1.1
Retaill Office G.F_A_ (sq.1L) 12,275 12.275 12,275
Residential G.F_A (sqft) 50,354 04,064 104,084
Retaill Office G.LA. (sq.ft) 0,207 0,207 0207
Residential G.LA (sgfL) 42,801 B7.194 B7.194
Building G.LA_Estimate 52,08 56, 400 56,400
Building G_LA to G.F.A Ratio B3% 8% 83%

Moles: Numbers may not add due to rounding. Definitions: 5.G.A. means Strategic Growth Area, G.F.A. means

gross floor area; F .S | means floor space index; G LA means gross leasable area.

Sourca: Watson & Associates Economists Lid, 2025.
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Figure 2
City of Guelph
Development Parameters of Condominium Developments in the South Guelph 5.G.A. (Stone Road and Edinburgh Road)

Scenario 2a Scenario 2b Scenario 2t

'l'm Condominium Condominiurm Condaminium
[Parcel Size (Hectares) 0.55 0.55 0.55
ht 10 14 14
Building G.F.A B0, 000 112,000 112,000
|F.8.1. 1.35 1.88 1.80
Den Hectare 151 240 240

Bachelor B 10%] 473 14 0% 473 1 3 10%| 473
1 Bedroom 15 18%| 560 25 I ED 20 5 18%| 560
1 Bedroom + Den 20 24%| a7 33 24%| 650 27 8 24%| &s0
2 Bedroom 18 22%| 895 25 2% 70 23 8 Z1%| 710
_2 Bedroom # Den 13 6% oa7 22 16%| 746 | 18 4 6% 748
3 Bedroom 5 11%| 1,255 14 10| 54D ] 3 0% 940
Total Units 83 o e IEEL [ 110 27 100%
Locker T 116 116
Parking Type Surface Surface Surface
Parking Space 1] Parking Ratio 151]__ Parking Ratia 181 Parking Ratio
Residential B 1.00 137 1.00 137 1.00
Visitor 8 0,10 14 0. 10 14 0.10
Retail of 0 0
Parking Ratio (Incl. Visitor Parki 1.1 1.1 1.1
Retail Office G_F_A (sq.ft) : - -
[Residential G.F_A (sqft) B0, 000 112,000 112,004
Retail Office G.LA. [sq.ft) : - -
Residential G.LA (sq.ft.) B8, 128 B2, BEz 52 BAZ
G.LA Estimate 56,128 52 BE 42 BAZ
|&ﬂiﬂ G.LA to G.F.A Ratio B3| B3% 83%

Motes: Mumbers may not add due to rounding. Definiions: S.G.A. means Strategic Growth Area; G.F A, means
gross floor area; F.5.1 means floor space index; G.L.A. means gross leasable area.
Source: Walson & Associates Economists Lid., 2025,
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Development Scenarios’ Financial Analysis

The economic viability and investment potential of the proposed development scenarios
identified above are examined herein through a residential pro forma model. This is
presented through the assessment of the cost of development, operating costs of the
various development scenaros, the potential revenue streams, and the return on
investment (H.0.1.), as outlined below "' For each development scenano, a Zb-year
cash flow was prepared to assess financial viability.

The varying development scenarios provide the basis for a sensitivity analysis where
the market impact of potential changes in the planning framework on market feasibility
can be assessed.

This financial assessment was prepared through a private-sector developer lens,
utilizing an R.0.1. analysis and an estimate of | R.R. and net present value (N.P.V.)
assuming an industry average discount rate. The following provides a summary of the
pro forma analysis.

Potential Revenue Assumptions

The residential revenue generation potential by building space type is illustrated in
Figure 3 and Figure 4.

The condominium scenarios assume high-quality new construction with modern
amenities, which are anticipated to achieve relatively high sales premiums. Based on
an analysis of recent condominium developments in Guelph, estimated base year rents
and sales prices for each unit type were derived for the prototype developments.

For condominium development scenarios (Scenarios 1a, 1b. and 1c), it is assumed that
residential market units will be offered for sale within the following price ranges:

« South Guelph SGA (Stone & Edinburgh): $704 to 5926 per sq.ft.

For condominium development scenarios (Scenarios 2a, 2b, and 2c), it is assumed that
residential market units will be offered for sale within the following price ranges:

» South Guelph SGA (Stone & Edinburgh): 5726 to $926 per sq.ft.

'l The cost of development, operating costs, and revenue streams are based on data
derived from developments of similar typology within the local market. The actual
developer cost variables and revenue generation may differ.
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The purchase prices for all units include both a parking space and a locker. In Scenario
1c and Scenario 2c, affordable residential units are assumed to be offered for sale at a
fixed price of $398,800.1

Figure 3
City of Guelph
Market Sale Price Assumptions for Condominium Residential Units by Unit Size

Scenario 1b

Bacholor 4f3 437 B 407 oo

1 Badroom sa0 | smosse]  sano] saa]| ssafoas]  go07]  Se0| SE06 MdE

1 Badroom + Den gro | ssmsar] sess| ero| sesgars|  smas] &0 | sses s

2 Badroom Bes | Sros 248 svma|  eai | STaroev|  sEia]  man | Srar06r| Saoesod]  seid)
2Bodroom+ Den | 1045 | S7a60as]  Svoa] 1045 sTsemoc]  S7as[ 1045 | S7SA B00 Boo|  §m
3 Badroom 1029 | seasses| s7os| 1329 sosesar| stas[ 13| se6e v 800

Source: Walson & Associates Economisis Lid |, 2025,

Figure 4
City of Guelph
Market Sale Price Assumptions for Condominium Residential Units by Unit Size

Soenaric 2b

Bacheolor ara| saarmsel  goow| 473 §500 $437 529 J e

1 Bedroom san | sses3ae]  ssov]  seo | £AGe 4 so7|  sen | $526.34s] f3ca oo s807]

1 Badroom + Den gro | sseamad]  gmcs] oGS0 | Smeq 626 pea|  es0 |  $5e1 &0s| $ocaeon]  sacel

2 Badroom BEd | SrarposT| sz  nio| saEme ] seaz| 0| SATE 41| tacasoa]  send
T

2 Bodroom + Don S716 834 £ F46 541 7T b o T8k G541, 771 Easa aoaf 57
1 Basdro-om 1,305 311,671 £ §45 588 G945 b o a5 e T | 5T

Source: Walson & Associales Economists Lid., 2025,

Development Costs

The development scenarios are subject to an assessment of total development cost by
using various cost component inputs, as identified below:

» Land Cost - based on market value from a survey of recent sales transactions,
existing real-estate listings, Altus Data, and MPAC property value assessments
within the perimeter of the subject site.

I Province of Ontario. (2024). Affordable residential units for the purposes of the
development charges.
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Construction Costs - reflects hard construction costs (e.g., materals, labour) and

z

soft costs (e.g., engineering, consulting services), based on local data.®
Development Charges - on a per unit basis, as per the current municipal
development charge schedules.

Farkland Dedication = cash in lieu of parkland dedication on a sq.ft. basis as per

the average of area municipal by-laws and calculated at the market price of land.

Building Permit Fees - on a sq.ft. basis as per local by-laws.
Planning Fees - including charges for Zoning By-law Amendments, Official Plan
Amendments, Plan of Condominium applications, and Site Plan Control
applications.

Site Preparation = reflects demolition and other various costs related to the
preparation of a site which may be required.

Complete Community Charge as per City of Guelph's by-law.

In accordance with the development cost assumptions above and the development
parameters identified in Figure 3 and Figure 4, the total development costs of the
condominium scenaros are summarized in Figure 5 and Figure 6. As shown:

South Guelph 5.G.A. (Stone Road and Edinburgh Road):

Scenario 1a: 6-storey condominium = $29.5 million, with 68%
construction costs, 15% land costs, and 17% for other fees.

Scenario 1b: 14-storey condominium = $53.0 million, with 78%
construction costs, 8% land costs, and 14% for other fees.

Scenario 1c: 14-storey condominium with affordable units - $52.1
million, with 79% construction costs, 8% land costs, and 13% for other
fees.

Scenario 2a: 10-storey condominium — $40.5 million, with 70%
construction costs, 13% land costs, and 17% for other fees.

Scenario 2b: 14-storey condominium = $55.0 million, with 74%
construction costs, 10% land costs, and 16% for other fees.

Scenario 2c: 14-storey condominium with affordable units - $53.9
miillion, with 73% construction costs, 10% land costs, and 15% for other
fees.

I The analysis contained herein has assumed conventional building materials and
methods utilizing concrete in the construction cost for all Scenarios. Building

construction cost data derived from RSMeans 2024 Construction Cost data and reflects

pre-cast concrete construction of a mid-rise to high-rise apartment building.
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Figure 5
City of Guelph
Prototypical Condominium Developments — Total Development Costs - South Guelph
5.G.A. (Stone Road and Edinburgh Road)

Scenario 1b Scenario 1c

Scenario 1a

Type of Cost

Land Cost S4.3 343 543 8%
Construction Costs £20.1 68% 412 TES 412 TO%
thnlnﬁ Fees s0.1 =1% 301 < 1% S0 < 1%
Developmant Charges 526 0% 343 E% 530 T%
Hulding Permit Fees S0.1 =1% 0.2 =1% S0.2 <= 1%
Farkland Dedication 51.0 A% 312 25 51.1 P
Community Benefit Charge s0.1 <1% 0.1 < 1% S0.1 =1%
Site Preparation 50.6 2% 0.6 1% S06 1%
Contingency 50.6 2% 31.0 2% 1.0 ]
Total £28.5]  100% 553.0) 100% 5521 100%|

Moles: Numbers may nol add due 1o rounding. Definitions: 5.G.A. means Strategic Growth

Area.

Source: Walson & Associates Economists Lid., 2025,

Figure 6

City of Guelph

Prototypical Condominium Developments - Total Development Costs = South Guelph
5.G.A_ (Stone Road and Edinburgh Road)

Type of Cost Scenario 2a Scenario 2b Scenario Zc
Land Cost 555 13% 5.5 10 S5.5 10%
Construction Costs 2284 T0% S40.6 Ty S4006 TE%
Planning Fees s0.1 =1% 301 <1% S0 <= 1%
Development Charges £3.1 B% 35.0 o 54.1 8%
Bulding Permit Fees s0.2 <1% 202 =1% S0.2 < 1%
Parkland Dedication 1.6 4% 316 X 1.5 A%
Community Benefit Charge s0.1 <1% 3001 <1%h 501 =1%
Site Preparation s0.7 2% 0.7 1% S0.7 1%
Contingency s0.8 2% 311 2% 51.1 2%
Total $40.5]  100% 5550 100% £53.89| 100%)

Moles: Numbers may nol add due o rounding. Definitions: 5.G.A. means Strategic Growth

Area.

Soures: Walson & Associates Economisls Lid., 2025,
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Cash Flow Analysis and Return on Investment

Utilizing the development costs, operating costs, and the potential revenue streams
identified above, a 25-year cash flow analysis was prepared for each development
scenario. The forecast cash flow analysis is summarized as an |.R.R. for the projects
utilizing a discount rate of 10% and a residual land value analysis. The findings of this
analysis are summarized below.

Market Reference Scenario

A project is considered generally financially feasible if the project generates an |LR.R. of
between 10% and 15%. For the purposes of this analysis, a minimum 10% LR.R. is
used as the threshold for feasibility. The results of this analysis for development
scenarios are presented in Figure 7. As shown under the Market Reference Scenario:

South Guelph 5.G.A. (Stone Road and Edinburgh Road):

» Scenario 1a: The project would generate an |.R.R. of 11.0% and a
positive NPV of 30_2 million; and

» Scenario 1b: The project would generate an LR.R. of 23.3% and a
positive NPV . of 341 million.

» Scenario 2a: The project would generate an |.R_.R. of 16.5% and a
positive NPV . of 309 million; and

» Scenario 2b: The project would generate an LLR.R. of 26.2% and a
positive NPV of 334 million.

Alternative Development Scenarios

Building on the market reference scenarios, two additional scenarios were evaluated to
assess the impact of affordability requirements. As shown in Figure 7, the scenario
includes:

»« Scenario 1c: Building on Scenario 1b, this scenario tests the provision for the
affordable housing component, with a share of units designated to be sold as
affordable housing, as defined by the provincial bulletin’s affordability criteria. 1
By increasing the total units from 65 in Scenario 1a to 108 in Scenario 1c, 21 of
the 43 additional units (49%) can be designated as affordable while maintaining
an 11.3% |.R.R. and a positive N.P.V_ of 50.4 million, making Scenario 1c as
feasible as Scenario 1a.

« Scenario 2c: Building on Scenario 2b, this scenario tests the provision of an
affordable housing component, with a share of units designated as affordable
housing, as defined by the provincial bulletin's affordability criteria. By increasing

Bl Province of Ontaric. (2024). Affordable Residential Units for the Purposes of the
Development Charges Act, 1997 Bulletin.
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the total units from 83 in Scenario 2a to 137 in Scenario 2c, 26 of the 54
additional units (48%) can be designated as affordable while maintaining an
LR.R. of 16.8% and a positive N.P.V. of $1.0 million, making Scenario 2c
comparable in feasibility to Scenario 2a.

The analysis suggests that with expanded height and density permitted as per
Scenarios 1b and 2b, that a maximum of 48% and 49% of additional housing permitted
above and beyond those in Scenarios 1a and 2a, respectively, can be affordable
housing as defined herein, while still achieving the base case (Scenario 1a and 2a)
retumn on investment. There is an opportunity for the City to require developers to
include a provision for affordable housing under the expanded height and density
permissions. However, this percentage share of affordable units should be lower than

the maximum percentage presented herein in order to incentivize development. The
intent is to encourage more market and affordable housing development in the subject
area. This could be monitored and adjusted over time.

The results of the |.R.R. analysis for each scenario are presented in Figure 7.
Figure 7

City of Guelph
Condominium Development Scenarios” Intemal Rate of Return

26.2%
25% 23.3%
16.5% 16.8%

Scenano 1a Scenaro 1b Scenaro 1e Scenario 2a Scenario 2b Scenario 2¢

Internal Rate of Return {LR.R.)

===-Lower Bound of Feasibility Range (10%)
=-==-Upper Bound of Feasibility Range (15%)

Feasibility Range (10%-15%)
Source: Watson & Associates Economists Lid_, 2025.
With 19% of total units designated as affordable in Scenario 1c and Scenano Zc, the

resulting 1. R.R.s are comparable to those in Scenario 1a and Scenario 2a. However, the
|.R.R. for Scenario 1a falls below the upper bound of the feasibility range (15%), while
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Scenario Z2a is slightly above it. To achieve an LR.R. of 15%. the developments in
Scenario 1c and Scenario 2c could accommodate 13% and 22% affordable units,
respectively.

Alternatively, increasing the total unit count in Scenario 1a by 43 would allow up to 33%
of these additional units to be designated as affordable while maintaining an |.R.R.
above 15%. Similarly, increasing the unit count in Scenario 2a by 54 would enable up to
56% of the additional units to be affordable while still achieving an |.R_R. above 15%.

Zash in Lieu Contribution for Affordable Units

Building on the development scenarios outlined above, Watson has assessed the
potential cash-in-lieu contributions for affordable housing units at the two identified sites
under Scenario 1c and Zc, respectively. These contributions are proposed for
consideration in the City's C.P.P. By-law as an alternative to on-site affordable unit
provision.

Figure 8 summanzes the maximum cash-in-lieu contributions under the two scenanos.
In Scenario 1c, a total contribution of $3.535,000 is estimated for 21 affordable units,
equating to $168,300 per unit or alternatively, $111,900 per unit at 15% I.R.R. In
Scenario Zc, a total contribution of 32,145,000 is projected for 26 affordable units,
resulting in a per-unit value of $82,500. Considering the cash in lieu per affordable unit
in Scenario 1c at a 15% IRR for development and Scenario 2¢ as presented, the
average cash-in-lieu per affordable unit between the two projects is $97,200.

Figure 8
City of Guelph
Maximum Cash in Liew Contribution for Affordable Units

Tolal Cash — Cash in Lieu
in Liew 'E"”ijrr':jl;l_b“" per Affordable
Conliribution . Lruit
Scenario 1¢ 7] $£3,535,000 21 $168,300
Scenario 2¢ $£2,145,000 26 $82 500

I Cash in Lieu per unit for Scenarnio 1c equal 1o $111,900 per
affordable unit at 15% I.RLR. for development.



