
Total costs to complete the project are summarised below. 

 
   Cost to 

Complete 
    
 $’000  $’000
  
Estimated Construction Costs to Complete project  5,338
  
Development Costs (Consultants / professionals)       138  
  
Estimated Construction and Development Costs to 
Complete 

 
   5,476  

  
Other Costs  
  
Interest on Receiver’s borrowings to complete project 165  
Professional Fees 400  
Security Costs 68  
National Home Warranty Indemnity    410   
       1,043  
  
Estimated Construction, Development & Other Costs       6,519
  
Accounts payable owing to trades       1,250
  
Estimated Total Costs to Complete     7,769
  
 
The most recent quantity surveyor’s report as at July 10 2007 had estimated total construction 

and development costs in place and to complete of $9.8M. Given the date of that report and the 

work done subsequently on the development, this report has no value for comparative 

purposes. 

 
 
3.2 Current Market Value 
 
A market value appraisal was prepared for the Company by Grover, Elliott & Co. Ltd. as at 

November 7, 2007. This indicated a market value for the project, as if completed, of $16.8M 

before sales and marketing costs. This valuation assumed a range of values for the 41 

residential units of between $455 and $545 per square foot with an average of $477 per square 

foot. The commercial component was valued at $800,000. 

 
In March 2008, D’Ovidio & Associates, a real estate marketing firm, prepared an analysis of the 

development and used comparable and competitive projects to estimate an overall average sale 
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price of $496 per saleable square foot of residential space. This would give a total value of 

$16.6M to that space and $800k to the commercial space. An absorption period of 4 months 

was projected.  

 
We commissioned a current market assessment from MPC Intelligence (“MPC”). A copy of the 

MPC current market value assessment together with comparable property sales analysis is 

attached as Appendix D to this report. In their opinion, the current market value of the units 

ranges from between $270,000 and $746,900 per unit depending on the floor plan and location 

in the development. They estimate the average unit price, based on the current market value, to 

be approximately $14.8M and the average selling price per square foot to be $440.  

 
MPC estimates that the commercial component of the development has a current market value 

of $800k. 

 
If the project was completed and the units sold at the MPC estimated current market value, they 

estimate the total sales value of the units would be $15.6M (including $800k for the commercial 

space).  

 
The key observations made in the MPC Intelligence report can be summarised as follows: 

 
• The immediate neighbourhood makes it difficult to market the product as a luxury boutique 

style building.  
 
• The Amadeo has great views and large decks 
 
• The competition is mainly from recently built resale product; there are four high-rise projects 

currently under development in New Westminster 
 
• Absorption period should be 6-8 months; New Westminster is characterised by longer 

absorption periods.   
 
We understand the Company believes that the residential units can be sold for prices between 

$475 and $672 per square foot at an average of $528 per square foot for a total value of $17.7M 

for residential units and $800k for the commercial space. They have assumed marketing and 

sales commissions of 3.5% of sales price. As a result, the Company and the Receiver differ in 

their views about the net selling price of the property by $3M.  
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A comparison of the various estimated sales values is shown below. 

 
 MPC D'Ovidio Grover Elliott  Company
         
$ per sq ft residential 440  496  477   528  
         
Residential space sq ft 33,560  33,560  33,560   33,560  
         
Residential $ 14,766,400  16,645,760  16,008,120   17,719,680  
         
Commercial $ 800,000  800,000  800,000   800,000  
         
Total  15,566,400  17,445,760  16,808,120   18,519,680  
      
 
 
3.3 Economic Viability 
 
Based on the MPC estimated selling price of the various strata lots, in the event that the 

development is completed, the secured creditors will suffer a significant shortfall, While  certain 

trades will be paid in full in order to complete the project, there will be no payment to other 

unsecured creditors. 

 
Table 2 provides a comparison of the estimated shortfall to the secured creditor using the three 

different estimated sales values of the residential units. Under each scenario Coast Capital will 

suffer a shortfall. We have excluded the Company’s estimated sales value from the analysis 

since we consider it unrealistic and not based on any supportable third party valuation.  

 
To complete the development further funding of up to $7.8M is required over and above the 

current secured debt of $11.2M, and under the three different market value estimates, the 

secured creditor could will suffer a shortfall of between $1.1M to $4.1M before ongoing interest. 

 
 
4. RISK ASSESSMENT  
 
We have considered the economic viability of the project under different alternatives. We 

believe there are only two alternatives, as follows: 

 
(A) Complete the development and complete the sale of units at the current market prices; 
 
(B) Sell the entire project to a developer on an “as is, where is” basis; 
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Table 3 provides a comparative analysis of the additional funding requirements and our 

estimated recoveries under the two options.  

 
Option (A) 
 
The development is completed in its entirety, with sales completed at the estimated current 

market value based on the MPC report. Under this option additional funding of $7.8M is required 

and Coast Capital would suffer a shortfall of $4.1M. Based on selling prices indicated by Grover 

Elliott and D’Ovidio and Associates, this would result in a shortfall of the secured loans of 

between $3M and $1M.  

 
Based on the Receiver’s estimated cost to complete it is not possible at any realistic sales 

values for the secured creditor to be paid in full.  

 
Option (B) 
 
We have also considered the option of selling the development on an “as is, where is” basis to a 

third party developer. We have factored in various assumptions with respect to the required 

profit and overhead a developer would require in order to take on a project of this nature.  

 
In our opinion, any developer would require a profit return of at least 20% on the project to cover 

its risk. Under this option, there is no additional funding requirement. However, the total 

recovery will be $6M resulting in a shortfall to the secured creditor of $5.2M. 

 
We consider the likelihood of a developer having an interest in acquiring the project at this price, 

without some form of recourse to the seller is low. 
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Estimated Selling Price to a Developer on an “As Is, Where Is” Basis 
    
 $’000’s  $’000’s  
   
Gross Revenue 15,570   
   
Selling Commission 750   
 14,820   
   
Cost to Complete 5,477   
   
Overhead & Profit of 20% of net Revenue 2,964   
   
Interest Cost on Borrowings 405   
 8,846   
   
Estimated Selling Price to Developer  5,974   
     

 
Conclusion 
 
As shown in table 3 the least attractive option is to sell the project in its entirety to a developer; 

although this has the least amount of risk it also has the lowest recovery. 

 
 
5. OTHER MATTERS 
 
5.1 Home Owner Warranty  
 
The developer is registered under the BC Home Owners Warranty Program and the 

development under construction is enrolled under the program. Under the terms of the 

insurance coverage, the insurer has the option of cancelling the coverage under the program in 

the event of a Receivership or bankruptcy of the developer or its property.  

 
We met with representatives of Home Owners Warranty Program to discuss the prospect of 

continuing coverage and we will be working with them to determine on what basis they would be 

prepared to continue coverage.  

 
The Receiver has been given indications that they will continue to work with the Receiver to find 

a way to continue coverage on this development.  
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5.2 Trade Contractors  
 
We have met with or telephoned most of the trades and contractors who have worked on the 

development. All of them have confirmed that they are prepared to resume work on the 

development at the current agreed contract price, subject to arrangements being made to pay 

their outstanding accounts.  

 
Not all of the unpaid contractors have filed liens. However, in our opinion, unless those trades 

are paid their outstanding account, they will not resume work on the development. In addition to 

causing a further delay in completion of the project, and assuming that the Receiver was able to 

get new trades in today’s market, it is highly probable that any new trade contractors would 

charge a higher price to do the work.  

 
 
5.3 Insurance Claim  
 
In February 2008 there was an incident involving theft of copper wire and damage to the 

property. The extent of the damage has not been fully confirmed but is likely to be in excess of 

$100,000. For this report we have assumed that all costs will be fully covered by insurance 

polices carried by the Company at the date of the incident.  

 
 
5.4 Deposits and GST Refunds  
 
We understand the following deposits are held in Court, the entitlement to which is subject to 

dispute:  

 $’000’s 
 
Proform Management/ Macform 180
(lien/dispute re Hambros system installation) 
 
Ramshid et al 150
(trial currently under way re cancelled purchase contracts) 
 
Morriseys dispute 40
 
Cobra steel 33
 
Steel supplier 7
 
 410
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