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Covid-19 and Industrial Properties

 Different sectors that produce, 
process or manufacture goods 
have had differing effects on 
their business due to Covid-
19.

 Almost all have seen 
increased cost of operations 
due to cleaning and sanitizing 
with the food processing 
industry being the hardest hit 
with these increased costs.



Covid-19 and Industrial Properties

 With the closure and/or 
reduced hours of restaurants, 
cafes and bars some food 
processing companies have 
shut down lines because of 
the reduced demand for their 
products.

 Frozen pizza is booming 
though with an increase in 
sales of 20% and sales of pre-
made crusts and DIY dough 
are up even more.



Covid-19 and Industrial Properties

 Amazon and other similar companies have seen a drastic increase in 
the need for space due to on-line shopping during the pandemic but 
because of how they operate only a certain asset class is feasible. And 
as we’ve all seen in the news their business model is not conducive 
during a pandemic due to their operations. Automation?

 The auto sector has been impacted not only with the costs of 
sanitization but also with delays in parts which has led to some short 
term shutdowns.

 Apparel manufacturers have been another hard hit industry due to 
the numerous store closures that have limited the sale of their 
products.



Global Shipping

 A shortage of shipping 
containers in the global 
economy that relies on just in 
time deliveries has led to 
shutdowns or operational 
curtailments due to a lack of 
parts coming from suppliers 
on other continents, mainly 
from Asia.

 The cost to rent and transport 
a shipping container has risen 
from $1,000 pre-2020 up to 
$10,000 currently.



Global Shipping

 Intermodal companies that 
transload to ships have seen a 
50% + decline in their 
operations due to the lack of 
containers available.

 Industries affected include 
lumber producers, household 
goods such as washing 
machines, dryers, fridges and 
ranges, plus grain producers 
as well as the transportation 
sector.



How Will this Affect Assessment?

 Most jurisdictions in Canada 
are on multiple year roll cycles 
but in ones that are on a 
yearly cycle there has been 
some recognition of Covid-19 
issues on value.

 For the new 4-year cycle in 
Saskatchewan the Province 
introduced a class factor of 
85% for commercial and 
industrial properties to reduce 
the taxable assessment.



How Will this Affect Assessment?

 In the City of Calgary the 
Assessor has applied a 
passenger load adjustment 
factor of 26.4% where 
warranted to reduce the 
overall value of the buildings 
located at Calgary 
International Airport.

 In B.C. some consulting firms 
are pursuing the passenger 
load adjustment issue for their 
clients located on airport 
premises.

Fun with Facts at Pearson Airport 
from 2019 to 2020
 Passenger volume Decrease 

73.65%
 Aircraft movement Decrease 

61.46%
 SF not in use since 

Government orders issued 
78.48%

 Tenant %-age of lost sales
74.90%

 Average % of locations closed 
73.33%



How Will this Affect Assessment?

 Everybody has their own 
opinion about whether and 
how Covid-19 has affected 
property values, if at all, but 
with the extended roll in 
Ontario it’s important that the 
state and condition in the 
previous year is looked at for 
the current taxation year.

 In some industries there has 
been no effect, in others they 
have been impacted based on 
comparisons year over year.



Industry Statistics Year over Year (2019 to 2020)
Canada (December 2020) 
 
Index of Industrial Production December 2020   Compared to    Compared to same month      
                                                                                    previous month         previous year 
Food products   111.8   2.1%  2.0% 
Beverages   114.8               -3.0%              -0.5% 
Tobacco products  84.8               -5.5%              -3.0% 
Textiles    88.7               -7.0%                   -3.5% 
Wearing apparel  103.3               -1.8%                 -21.6% 
Paper and paper products 86.5                              2.0%                     4.2% 
Printing and reproduction   
of recorded media  85.8   2.4%              -13.4% 
Coke and refined petroleum  
Products   83.4   -4.9%               -10.6% 
Chemicals and chemical  
Products   104.3   -1.6%   -7.5% 
Pharmaceuticals,medicinal  
chemicals, etc.   122.6   -1.3%     2.9% 
Rubber and plastics products 108.1   -9.4%     0.4% 
Other non-metallic  
mineral products  118.7    3.0%     2.4% 
Basic metals   79.5   -3.9%  -14.1% 
Fabricated metal products,  
except machinery  97.7   -2.8%     -5.2% 
Computer, electronic  
and optical products  108.1   3.2%       3.9% 
Electrical equipment  102.2   0.1%       0.5% 
Machinery and equipment    98.3                -3.6%      -9.4% 
Motor vehicles, trailers  
and semi-trailers    85.7   -0.9%    -11.2% 
Other transport equipment   86.0   -0.5%    -21.2% 
Furniture     92.3     0.0%      -6.8% 
Other manufacturing  128.1     3.1%     11.5% 
Total manufacturing    98.6    -1.1%      -4.6% 
Mining and quarrying  106.2      2.9%      -5.9% 
Electricity, gas, steam  
& air conditioning  104.0      0.0%       -3.3% 
Water supply; sewerage,  
waste management  109.5     -0.6%       -1.6% 
 
Source: United Nations Industrial Development Organization 



 As can be seen in the chart 
above the hardest hit 
industries are clothing, 
printing, petroleum products, 
base metals and 
transportation.

 Global manufacturing growth 
was already decelerating in 
2019 due to trade tensions 
among the dominant 
economies and is expected to 
further decline due to 
disruptions triggered by 
Covid-19.



How does this affect the valuation of Real Estate in the 
Sector?

 How do you recognize what’s occurring in 2020/2021 and apply it to a 
2016 base date?

 By reviewing site specific data that may influence the value of the 
property.

 MPAC, and all assessing authorities for that matter, are put in a difficult 
position when values are produced using a mass appraisal system.

 This is especially true when assessors are producing values for special 
purpose properties that normally don’t sell on the open market.



Items to review due to C-19

 Is obsolescence being properly recognized based on MPAC’s 2016 CVA 
MVR’s?

 What has impacted the site that is out of the company’s control such 
as the varying requirements for PPE, partitioning and what are those 
costs?

 Operating with less production lines to reduce the number of 
employees on site at any given time.

 Operating with less production lines due to a lack of demand for 
certain products.

 Operating at a reduced capacity
 Increased costs for raw materials.
 Government regulations which are negatively impacting sales.
 Offices at manufacturing or warehouse sites are sitting empty – this is 

not valuable real estate as it does not contribute to the bottom line.



Items to review due to C-19

 Are some of the current situation the new norm? When do companies 
make permanent changes. 

? Give up leases with abundance of office space
? Convert office to small product warehouse – is this ideal
? Sublease office
? Next re-tooling takes into account flex space / flex lines  - does

existing infrastructure make this feasible

 Are changes by industry type or property type and are they 
permanent or applicable for impacted years.  

 Will enough reliable data be available for the next reassessment and 
will the parties have time to fully understand and analyze.



Hypothetical Case Study

 Property is used in the production of frozen & dehydrated foods for 
use mainly in the hospitality sector.

 Originally constructed in the 1970’s with various additions over time.
 2019 to 2020 YoY production is down 31.25% due to the lack of 

demand for the products produced.
 All shipping/receiving warehouse areas are in use, albeit at a reduced 

capacity.
 4 of 10 Production lines shutdown since 2019, 1 freezer out of 4 is not 

in use.
 MPAC’s 2016 CVA EO analysis indicated that this sector within the food 

industry should receive a 19% EO.
 FO of 5% applied to the current valuation.
 What considerations, if any, should be taken into account for 2021 by 

MPAC based on the state and condition in 2020? 



Thoughts?

 Obviously, the property has been affected by C-19.

 FO would be the easy answer but there may be a case that can be 
made for excess capital and operating costs as well as external 
obsolescence.

 A detailed review of the company’s financials over the last few years 
would be beneficial to determine if a case could be made to increase 
the obsolescence for the 2021 taxation year.

 Q & A


