


4. On August 15, 2016 Colliers International appraised the Commonwealth Building for the 
Receiver (Appendix 2). The appraised value was $5,350,000. 

5. On September 15, 2016 the Receiver selected CW Edmonton Inc. (aka Cushman & 
Wakefield) as listing agent for the sale of the Commonwealth Building. Three 
commercial real estate brokerage firms (Colliers International, CW Edmonton Inc. and 
Avison Young) were selected to submit proposals to sell the property. 

6. There is an approximate $2,923,000 mortgage outstanding on the Commonwealth 
Building. 

7. Attached as Appendix 3 is a summary of all expressions of interest and offers received 
by CW Edmonton Inc. The offers range from a low of $3 million to a high of $5 million. 
There was a verbal offer of $6.35 million received by CW Edmonton Inc. which consisted 
of $4.25 million cash and a tax credit/receipt for $2.1 million. A tax credit/receipt is of no 
value to the Receiver. 

8. On November 17, 2016 the Receiver accepted an offer from Chang Liu to purchase the 
Commonwealth Building for $5 million (Appendix 4). Amongst other conditions the Offer 
is subject to the Receiver obtaining Court approval for the sale. 

9. The Receiver requests that the Court approve the sale of the Commonwealth Building to 
Chang Liu as set out in Appendix 4 for $5 million, subject to reasonable adjustments 
based on the purchaser's due diligence, once completed. 

All of which is respectfully submitted. 

DELOITTE RESTRUCTURING INC., 
In its capacity as Court appointed Receiver of 
Sprockit Apps Inc. and 1026378 Alberta Ltd. 
and not in its personal capacity. 

fr-=--------
Gordon Smith, CPA, CA, LIT, CBV, CFE 
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GETTEL APPRAISALS LTD .. 

1926378 Alberta Ltd. 
791 Drysdale Run 
Edmonton, Alberta 
T6M2V4 

VALUATION• LITIGATION• AOVISORY •EXPROPRIATION 

OUR FILE: 18718 (2016) 

July 61h, 2016 

Attention: Jim Gladden 

Dear Sir: 

RE: Valuation Analysis 
Commonwealth Building 

In accordance with your instructions, Gettel Appraisals Ltd. have completed a "Short 

Narrative" valuation analysis pertaining to the 11Commonwealth Building" municipally 

described as 9912 - 1061
h Street NW, Edmonton, Alberta. The property is legally 

described as Plan B, Block 6, Lot 84 and Plan 8, Block 6, the most southerly 40 feet 

throughout of Lot 83. 

The purpose in undertaking this analysis is. to provide an estimate of the market value 

of the above noted property, as of the date specified, which can be utilized to assist in 

obtaining mortgage financing. As instructed by the client, this report has been 

completed within the context of a "Short Narrative" format with the report prepared in 

an abbreviated format. As such, there has been no property inspection and for the 

purposes of this valuation analysis it is assumed the subject property if free from any 

deferred maintenance items. It is to be noted that Gettel Appraisals Ltd. have pre­

viously appraised the complex on two separate dates, or, September 61
h, 2011 and 

February 181
h, 2015. This report would effectively update the February 2015 report. 

10129 - 161 Street, Edmonton, Alberta T5P 3H9 
Phone: 780.429.2323 • Fax: 780.429.3300 • Email: brian@getteLca 
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The effective date of this analysis is July 15
\ 2016. The property rights of the "Leased 

Fee Estate" are being appraised. The estimated exposure time is deemed to be 4 to 8 

months. 

Market value for the purpose of this analysis is defined as, '1he most probable price in 

terms of money which the property should bring in a competitive and open market 
) 

under all conditions requisite to a fair sale, the buyer and seller, each acting prudently, 

knowledgeably and assuming the price is not affected by undue stimulus." 

PROPERTY REVIEW 

The property under analysis entails a 13,500 square foot RMU, Residential Mixed Use 

Zone site located in Downtown Edmonton. The property, known as Commonwealth 

Building, was constructed in 1960 and entails a Class C rated 5-storey office building 

which has a rentable area of 37, 118 square feet and a 45,286 square foot gross 

building area which includes the sixth floor mechanical room. There are a total of eight 

surface energized parking stalls. There has been evidence of a strong replacement 

and repair program since the property acquisition in 2011 and the subject is overall 

rated in good condition. The chronological age of the building is 56 years and based 

on the good building condition the effective age estimate Is 25 years. Considering a 

50-year economic building fife span, the remaining economic life is 25 years. 

The subject property was acquired by Edmonton Commonwealth Building Inc. on 

September 23rd, 2011 for a sum of $3,775,000.00. The subject property was sold to 

1926378 Alberta Ltd. for a sum of $4,950,000.00 on January J'h, 2016. Both 

Certificates of Title have the same two mortgage finance related registrations in place 

(refer to Exhibit A in the Addenda). These two registrations do not exert any impact on 

value. The 2016 assessment is $5,553,000.00. The 2016 tax levy is $45,810.21. 

Certain tenants within the complex are tax exempt. 
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INCOME & EXPENSE REVIEW 

The current rent roll for the subject property was reviewed and an analysis of market 

lease rates and vacancy levels was also undertaken. A copy of the rent roll is Included 

as Exhibit B in the Addenda. The analysis has included the development of a "base 

year'' projection of income and expenses as per the effective· date of valuation, July 

151
, 2016. 

There are a total of thirteen tenants in place upon the effective date of appraisal. A 

majority of leases in place are structured on a completely triple net basis wherein the 

tenant is responsible for all operating expenses. Four tenants are exempt from paying 

property taxes. One lease is structured on a modified gross basis where only a portion 

of the common area maintenance fee is recoverable. There are two vacant office 

suites Indicating a total vacancy of 2,483 square feet. The subject vacancy level is 

6.69% which is positive in comparison to the 11.43% 2016 first quarter Downtown 

Government District office vacancy rate reported by Colliers International. The asking 

rental rate in relation to the vacant units is $10.00 per square foot and this rate is 

considered on par with market. There are three leases in place that exhibit lease rates 

below market. In addition to the suite revenue, Arch Psychological Services pays 

$12,000 per annum for four surface parking stalls or $250.00 monthly per stall. Three 

surface stalls are included in the Family Centre's suite rental. The writers have 

projected the current net operating income is $340, 173.00 (for further review of the 

base year income and expense proforma, reference is made to Exhibit C in the 

Addenda). 

All contractual lease obligations within the subject complex were recognized with the 

modest property upside reflected in the derived capitalization rate. The sales 

considered are included as Exhibit D in the Addenda. 

Six sales were considered in selecting a capitalization rate. A broad range in rates 

were indicated fluctuating between a low of 4.85% through to a high of 8.57%. The 

recent acquisition of the subject property was included as a comparable and yielded a 

capitalization rate towards the lower end of the range at 6. 79%. Property number 

30838 located at 10242 - 105th Street suggests a higher degree of risk within the 



1926378 ALBERTA LTD. Page 4 

Downtown office market. However, this is a higher risk property based on large tenan­

cies where the loss of one tenant would cause a major vacancy in a competitive 

market. The balance of the sales on the other hand confirm rates more in fine with the 

original acquisition of the subject property In January 2016. The latter sales will be 

weighted however, the higher degree of risk perceived within the Downtown market 

will be recognized. The subject does exhibit a very modest upside as there are some 

rental rates in place slightly below market. The upside however is minor and all factors 

considered, a capitalization rate of 7 . .0% will apply which yields the following value 

estimate: 

Value = Net Operating Income+ Capitalization Rate 

Value = $340, 173.00 + .07 

Value = $4,859,614.00 

Rounded To = $4,860,000.00 

As discussed, there are two vacant units. The property is being analyzed on a 

stabilized basis. In order to achieve the stabilized income stream, the property owner 

would incur certain costs and this relates to the vacancies in place upon the effective 

date of this analysis. Such costs were considered with the writers assuming the vacant 

units would take six months to lease. These costs would relate to real estate commis­

sions (i.e., 5% for the first five years of lease revenue), legal fees to execute the 

leases and lost revenue and operating costs which are not recovered. Of note, no 

tenant improvement allowances have been deducted as the yacancies are fully built 

out office spaces. The following will summarize the preceding adjustments: 

Value: 

Less: Leasing Commissions 

Less: Legal Fees 

Less: Lost Revenue 

Less: Operating Costs 

Total Lease Up Costs: 

Residual Value: 

Rounded To: 

$4,860,000.00 

$ 6,207.00 

$ 2,000.00 

$ 12A15.00 (Assumes 6 mo. Lease Up) 

$ 14.811 .oo (Assumes 6 mo. Lease Up) 

$ 35,433.00 

$4,824,567.00 

$4,825,000.00 
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CONCLUSIONS 

There are two approaches to value which can be applied for properties of this type, or 

the Income Approach and Direct Comparison Approach. Emphasis has been plac~d 

on the Income Approach, as this technique for properties of this type is the key 

indicator of value. In weighting the Income Approach, the following final estimate of 

value is indicated effective July 1st, 2016: 

$4,825,000.00 

(FOUR MILLION EIGHT HUNDRED & TWENTY-FIVE THOUSAND DOLLARS) 

As instructed by the client, this report has been completed within the context of a 

"Short Narrative" format and as such there has been no property inspection. For the 

purposes of this valuation analysis, it is assumed the subject property is free from any 

deferred maintenance items. 

All supporting information utilized to derive the value estimate is maintained on Gettel 

Appraisals Ltd. files and is available upon request. 
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CERTIFICATION 

We certify to the best of our knowledge and belief that: 

.. 

• 

• 

• 

• 

• 

• 

• 

• 

The statements of fact contained in this report are true and correct. 

The reportecranalyses, opinions and conclusions are limited only by the reported 

assumptions and limiting conditions, and are our personal, impartial and unbiased 
professional analyses, opinions and conclusions. 

We have no present or prospective interest in the issue that is the subject of this 

report, and no personal interest with respect to the parties involved. 

We have no bias with respect to the issue that is the subject matter of this report 

or to the parties involved with this assignment. 

Our analyses, opinions and conclusions were developed, and this report has been 

prepared, in conformity with the Canadian Uniform Standards. 

We have the knowledge and experience to complete the assignment competently . 

We have made a personal inspection of the property that is the subject of this 

report. 

No one provided significant professional assistance to the person signing this 

report. 

As of the date of this report the undersigned have fulfilled the requirements of the 

Appraisal Institute of Canada Continuing Professional Development Program for 
designated members. 
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Based on the effective date of this appraisal, July 15
\ 2016, the preceding data, 

analyses and conclusions enables us to formulate the opinion that the following 

value estimate has been derived for the property described herein: 

$4,825,000.00 

(FOUR MILLION EIGHT HUNDRED & TWENTY-FIVE THOUSAND DOLLARS) 

Darren S. Gibbons, B.Mgt.t AACI 

Inspected Property: O Yes ~No 

Respectfully submitted, 

GETIEL APPRAISALS LTD. 

.,AACI 

Inspected Property: O Yes ~No 
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ADDENDA 



1926378 ALBERTA LTD. 

EXHIBIT A 
CERTIFICATES OF TITLE 
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