
Part IIIB ‐ (16) Shell Space
Calculation Of Net Present Value of Shell Space

Cost of Building the Shell Space
Sq. Ft. 14,042                   
Cost to Construct ($/sq. ft.) $200.00
Cost to Construct ($) $2,808,400.00

Parameters for NPV Calculation
Future Occupancy (years) 3
Future Cost to Construct ($/sq. ft.) $320.61
Future Cost to Construct ($) $4,502,048
Carrying Costs ($/sq. ft.) $6.00
Carrying Costs (Escalation) 3.00%
Discount Rate 2.00%

CASE 1: Construct Shell Space
Payments Over Time (Starting at Occupancy) Y0 Y1 Y2 Y3 TOTAL Expense

Cost of Construction ‐$2,808,400.00 ‐$2,808,400.00
Carrying Costs $0.00 ‐$84,252.00 ‐$86,779.56 ‐$89,382.95 ‐$260,414.51
TOTAL ‐$2,808,400.00 ‐$84,252.00 ‐$86,779.56 ‐$89,382.95 ‐$3,068,814.51

NPV ‐ Case 1 Y0 ‐$2,808,400.00
Y1‐3 ‐$250,237.35

‐$3,058,637.35

CASE 2: No Shell Space; Construction of Shell Space in the Future Y0 Y1 Y2 Y3 TOTAL Expense
Cost of Construction $0.00 $0.00 $0.00 ‐$4,502,047.75 ‐$4,502,047.75
Carrying Costs $0.00 $0.00 $0.00 $0.00 $0.00
TOTAL $0.00 $0.00 $0.00 ‐$4,502,047.75 ‐$4,502,047.75

NPV ‐ Case 2 Y0 $0.00
Y1‐3 ‐$4,242,380.14

‐$4,242,380.14

Analysis
Premium to Construct in 3Y ‐ Case 1/Case 2 (in %) 38%
Premium to Construct in 3Y ‐ Including Discount Rate/NPV (in %) 28%
Premium to Construct in 3Y ‐ Including Discount Rate/NPV ($) $1,183,742.79

NOTES:
1. Cost of Interior Fit Out not included as it would have to be done in both cases.
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Cost to Construct in 5 years assuming 5% construction cost escalation per year for 5 years
0 1 2 3 4 5

2013 2013 2014 esc 2015 esc 2016 esc 2018
SF  $/sf Const Cost 5% 5% 5% Total Esc Const Cost

Base Construction Costs 13,700 $200 $2,740,000 $137,000 $143,850 $151,043 $3,171,893

Remove / Replace Roof 13,700 $15.00 $205,500 205,500 remove existing and replace, protect/patch during construction, structural penetrations
Shift Differential 30% of the 2018 Total Esc Labor Cost (40% of Base) 380,627 Shift Differential to minimize disruption to Surgery
Loss of efficiency 6% of 2018 Total Esc Base Cost $190,314 190,314 Smaller project, working around operating Hospital, dust/noise control, infection controls
Additional Access Constraints 5% of 2018 Total Esc Base Cost $158,595 158,595 labor and material access to work front, lifts, hoists, badged workforce
Additional General Conditions 6% of 2018 Total Esc Base Cost $190,314 190,314 GC/subcontractor additional overhead inefficiency, site controls, staging
Additional GC Profit 3% of 2018 Total Esc Base Cost $95,157 95,157 additional profit required of small project

Surgical Center Impact Loss of Revenue/Relocation/Off Hour Construction

13700 $320.61 4,392,398
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