Municipality Of Chatham-Kent
Infrastructure and Engineering Services
To:

Mayor and Members of Council

From:

Thomas Kelly, P.Eng., MBA,
General Manager
Infrastructure and Engineering Services; and
Gord Quinton, MBA, CPA CGA
Chief Financial Officer / Treasurer / General Manager
Finance, Budget, Information Technology & Transformation

Date:

August 4, 2020

Sale of 540 Park Avenue East, Unit 5 – Chatham; Construction of New
Public Works Garage
______________________________________________________________________
Subject:

Recommendations
It is recommended that:
1.

Administration proceed with the $750,000 sale of 540 Park Avenue East, Kent
Condominium #12, Unit 5 in Chatham to Onbelay Automotive Inc. and with the
design and construction of a new building at the Park Avenue Business Centre
(PABC) at an estimated net investment of $2,750,000.

2.

Section 7(a) and (b) and 11 (a),(b),(c), and (d) of By-Law 92-2020, being a ByLaw to establish policies with respect to the sale and other disposition of real
property, be waived for this transaction.

3.

The balance of reserve for Kent Condominium #12, Unit #5 be transferred to
the garage construction project and the reserve be closed.

4.

Detailed funding sources of the net estimated construction cost be included in
the construction tender report after details of the upcoming government
stimulus programs are known.

5.

The Manager of Legal Services and the General Manager of Infrastructure and
Engineering Services be provided the authority to approve the final Purchase
and Sale agreement with Onbelay Automotive, Inc.
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Background
Onbelay Automotive Inc. has approached the Municipality of Chatham-Kent to consider
the sale of Kent Condominium #12, Unit 5. Unit 5 lies adjacent to Onbelay’s current
operations and serves as a storage bay, maintenance and wash bay for 40 units of the
Municipality’s heavy equipment and specialty vehicles used by Public Works. The size
of the facility is 25,000 square feet.
Meritor Suspension Systems Company (MSSC), 201 Park Avenue East, would like to
transfer stabilizer bar production from their Kentucky facility to Chatham-Kent in
November of 2020. MSSC product is shipped to Onbelay Automotive Inc. (540 Park
Avenue East) for subsequent powder coating, assembly and shipment to Original
Equipment Manufacturers.
The resulting new employment is 253 jobs with an incremental annual payroll of $17
million as follows:
Current Jobs

New Jobs

MSSC Direct
Onbelay Direct
Estimated Indirect

283
94
310

68
60
125

Total

687

253

In terms of the type of jobs being created, in 2018, the Chatham-Kent Prosperity Round
Table announced that the living wage in Chatham-Kent was $34,000 per year. The
projected new jobs created pay well above this figure and are in line with the
manufacturing national annual salary average of $52,000. Eight of the new jobs at
MSSC will comprise a Product Development team of college or university degreed
engineers.
Given the type of investment and income-level of jobs created, OMAFRA has confirmed
that a 2.0 industry-specific multiplier rate is reasonable. Therefore, it is estimated that
an additional 125 indirect jobs will be created as a result of the increase in local
manufacturing.
To facilitate the additional manufacturing, a 25,000 sq. ft. expansion is required at
PABC to complement Onbelay’s existing operations in the same facility. If the
expansion is not provided, MSSC and Onbelay have advised that the jobs will remain in
Kentucky or move to Mexico.
Onbelay has offered $750,000 to the Municipality for the purchase of Unit 5 which
includes the transfer of a small piece of land formally used as a helipad. The helipad
area facilitates the uniformity of the land owned by Chatham-Kent at PABC.
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It was noted that with the sale of Unit #5, both manufacturing companies will reduce
operating costs as well as their environmental footprint due to a reduction in
transportation and movement of goods.
Public Works Garage History
The PABC site was originally part of the Canadian Fram/Siemens automotive parts
manufacturing facility. In 1997, the west factory was vested by the former City of
Chatham and divided up into various quadrants. A condominium known as Kent
Condominium #12 was established. At that time, Chatham-Kent secured an office area,
fleet garage and Unit 5 to house several departments including Public Works, Parks,
Recreation, Cemeteries, Human Resources, Community Attraction and Leisure
Services. Unit 5 was established as a temporary Public Works garage. As part of the
condominium agreement, Chatham-Kent is responsible for the roof repairs, internal
maintenance as well as an annual payment for condominium fees.
The property has been an exempt tax classification as it was used as a Public Works
garage. This lot is zoned as “Industrial.”
Unit 5 was never designed to be used as a Public Works facility. The site is a regular
source of operational challenges with on-going health, safety and maintenance issues,
including (Appendix A):








Single entrance and exit for one vehicle only
Obstructions included in entrance way
Poor drainage (slip hazards)
Asbestos abatement required
Accidents caused by poor visibility
Lack of space to maneuver vehicles in the building
The need to back up large and expensive vehicles on a regular basis

For many years, Public Works has examined alternative locations, but the cost to buy or
rent another facility, coupled with the lack of an offer to purchase the Unit 5 property, did
not generate a sufficient business case for Council consideration.
Comments
Onbelay Automotive Inc. Purchase and Sale Details
Administration has received a signed Agreement of Purchase and Sale in the amount of
$750,000 for this property. The property is being offered for sale on an “As Is, Where Is”
basis including the helipad property.
Section 4 of Bylaw 92-2020 provides a detailed process for administration and Council
to consider disposition of property in normal circumstances. Due to the circumstances of
this transaction, this process is not applicable.
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Section 7(a) and (b) of By-Law 92-2020 requires that notice be provided to several
public authorities, boards and commissions, as well as Habitat for Humanity ChathamKent prior to offering the land to the general public.
Section 11 (a),(b),(c) and (d) of By-Law 92-2020 require that notice shall be given to the
public using at least three different advertising mediums; including the local newspaper,
corporate website, posting a sign on the property, or making use of a professional realty
website.
Unit 5 Market Analysis
Onbelay Automotive’s purchase offer of $750,000 represents a price of $30 per square
foot. Recent sales of similar facilities in Chatham-Kent have ranged between $13 (2017)
to $31 (2019) per square foot.
Therefore, the proposal from Onbelay Automotive Inc. is regarded as a competitive
offer.
Timing Challenges
If the Unit 5 sale proceeds, Public Works will be required to vacate premises by
November of 2020. Public Works critical operational needs include –










Vehicle storage and ventilation
Timely access to a salt shed
Access to a fuel station
Vehicle maintenance facilities
Wash bay
Drainage
Tools
Locate data
Office/training space.

The PABC garage services over 6,700 Active Citizen Requests (ACRs) and internal
work orders annually consisting of maintenance for watermains, sanitary sewers, roads,
sidewalks, trees and traffic requirements. This demand represents 31% of the 21,500
service requests performed annually by the Infrastructure and Engineering Service
department. Timely service to customer complaints, road closure requests, spills, major
hazards, watermain leaks, sanitary and winter control maintenance is a critical
competency that is often governed by legislation. Currently there are 949 outstanding
service requests that reside with the PABC Public Works crew.
To facilitate a move from Unit 5 by November, 2020, operations must temporarily utilize
outside storage and other Public Works garages located beyond Chatham proper until a
permanent home is found. There are 40 major pieces of vehicles and equipment
housed in Unit 5 with a replacement value of $4,700,000. Outside storage will reduce
employee efficiency, reduce vehicle life, and potentially risk damage to vehicles from
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freezing temperatures, weather, and vandalism. Outside storage is only recommended
in the short term for the upcoming 2020/2021 winter season. It is fully expected that a
reduction in customer service, additional employee overtime and incremental
operational costs will result. However, this is the only option available to the Municipality
in the short term to support the new job creation proposed by Onbelay Automotive.
Options for Council consideration are as follows:
Option 1 – Do Not Proceed with Unit 5 Sale
Although the existing garage setup is less than adequate for a Public Works operation,
the benefits include proximity to critical resources including fuel, salt, vehicle
maintenance, wash bay, adequate road access, tools, locate data, training and
synergies with other departments. There is no impact to the existing budget with this
option. However, as indicated in Appendix A, there are significant issues associated
with the building that regularly impact the efficiency of operations as the building was
never designed to be used for Public Works operations.
Adoption of this option will eliminate the new job creation offered by the local
manufacturers and is not aligned with Council’s growth strategy. It is therefore not
recommended but a satisfactory Public Works building alternative must accompany a
decision to proceed with the sale.
Option 2 – Lease/Buy Alternative Facilities in Chatham
Public Works and Economic Development have explored other locations within
Chatham that are currently for sale. At this time and for the foreseeable future, there are
no facilities available that will accommodate the needs of Public Works operations.
Deficiencies noted in the locations view to date include:







Annual lease costs that exceed the annualized debentured cost of a new build
Similar issues to Unit 5 exist including interference with structural pillars,
inadequate concrete floor structure and a single entrance/exit for one vehicle
only
Height restrictions
Upgrades are required for property access, building access, ventilation, lighting,
washrooms, wash bay and addition/removal of interior structural walls
A requirement to construct a salt shed ($900,000) and fuel station ($150,000) to
match current efficiency, or.
Alternatively, increased travel time to PABC for both employees and equipment
($287,000 per year) to use existing resources. This will increase the response
time to resolve customer and Minimum Maintenance Standards issues

Adoption of this option is not recommended as there are no economically feasible
facilities available in the Chatham area.
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Option 3 – Build a New Facility at PABC Property
There is sufficient space available at the current PABC site to build a new Public Works
garage and capture all the synergies with existing resources and other departments. It
is proposed that a new building be located at PABC or potentially added to the new
Fleet garage (Appendix B). A reduction in the current footprint is feasible because the
facility will be specifically designed for Public Works operations.
The new 20,000 sq. ft. facility including all site works will cost an estimated $3,500,000
with a life of 75 years. All of the current deficiencies in the Public Works garage listed
previously will be corrected which will improve the overall efficiency and the health and
safety of employees. Details of the business case are as follows:
Require Investments / Revenue
New PW building
Sale of Existing Unit 5
Net Cost
Provincial Funding
Total Net Investment Required by CK

New Build
3,500,000
-750,000
2,750,000
TBD
$2,750,000

Annual Offsets
Property tax Revenue
Elimination of C-K condo payment
Internal lifecycle transfer costs
Decrease in annual maintenance costs
Annual savings in utilities
Garage Productivity
Health & Safety Improvement
Total Annual Savings

25,037
22,431
-11,215
24,417
10,980
39,433
TBD
$111,081

Summary
Total CK Investment Required
Annual Savings
Payback in Years

2,750,000
111,081
25

With a payback of 25 years, it is recommended to proceed with option 3. The payback
period does not include the financial benefits of the additional 253 new jobs to
Chatham-Kent or the improvements to employee health and safety.
Next steps will include the hiring of an architect followed by the tendering process.
Targeted timing to have building construction complete is prior to the 2021/2022 winter
season.
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Provincial Support:
There are several indications that CK will be eligible for future Covid-19 funding with
announcements expected at the Association of Municipalities of Ontario annual meeting
in mid-August.
The Safe Restart Agreement developed by the Federal and Provincial governments was
announced in July/2020. Chatham-Kent anticipates an announcement of $2 billion for
transit and $2 billion for municipal services of stimulus funding of which Chatham-Kent
is expected to receive a fair share.
Areas of Strategic Focus and Critical Success Factors
The recommendations in this report support the following areas of strategic focus:
Economic Prosperity:
Chatham-Kent is an innovative and thriving community with a diversified economy
A Healthy and Safe Community:
Chatham-Kent is a healthy and safe community with sustainable population growth
People and Culture:
Chatham-Kent is recognized as a culturally vibrant, dynamic, and creative community
Environmental Sustainability:
Chatham-Kent is a community that is environmentally sustainable and promotes
stewardship of our natural resources
The recommendations in this report support the following critical success factors:
Financial Sustainability:
The Corporation of the Municipality of Chatham-Kent is financially sustainable
Open, Transparent and Effective Governance:
The Corporation of the Municipality of Chatham-Kent is open, transparent and
effectively governed with efficient and bold, visionary leadership
Has the potential to support all areas of strategic focus & critical success factors
Neutral issues (does not support negatively or positively)
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Consultation
Economic Development and Legal Services were consulted in the writing of this report.
Financial Implications
The sale proceeds offset the legal costs associated with the land transfer. Any surplus
from the sale will contribute to overall cost of constructing the Public Works garage. The
sale of surplus lands creates immediate assessment growth, generation of future tax
revenue and brings 253 new jobs to the community.
The Public Works garage is estimated to cost $3,500,000 to build. There are no land
purchase costs associated with this construction.
The Reserve for Kent Condo #12, Unit #5 has a balance of $117,636 and is
recommended to be used towards the construction of the garage.
Therefore the estimate funding required to build the garage is as follows:
Build Price Estimate
Sale of Unit #5 Proceeds
Reserve transfer
Balance funding required

$3,500,000
(750,000)
(117,600)
$2,632,400

There are three options to fund the construction of the Public Works garage:
1. Current reserves could be reallocated. Administration will return to Council at the
tender stage with recommendations for transfer from existing reserves.
2. The net cost could be debentured for 20 years. The current available interest rate
is approximately 2.6% resulting in a $134,611 debenture annual expense for 20
years.
3. Utilize the proceeds anticipated from the Safe Restart Agreement between the
Federal and Provincial governments.
The recommended funding source will be identified when the tender approval report
comes to Council in the fall and the details of the government stimulus programs are
known.
Prepared by:
____________________________
Thomas Kelly, P.Eng.,MBA
General Manager
Infrastructure & Engineering Service
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Prepared by:

________________________________
Gord Quinton, MBA, CPA CGA
Chief Financial Officer / Treasurer / General Manager
Finance, Budget, Information Technology & Transformation
Consulted and confirmed the content of the consultation section of the report by:

________________________________
David Taylor,
Manager of Legal Services

________________________________
Stuart McFadden, Director
Economic Development Services
Attachments: Appendix A – Public Works Deficiencies
Appendix B – Potential PABC Layout
REF: P:\RTC\Infrastructure and Engineering\I & ES\2020\4283 - Sale of 540 Park Avenue East, Unit 5 Chatham & Construction of New PW Garage.docx
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Appendix A

Deficiencies of Current Chatham Public Works Operations Location
•
•
•
•
•
•
•

Obstructions included in entrance way
Single entrance and exit for one vehicle only
Poor drainage (slip hazards)
Asbestos abatement required
Accidents caused by poor visibility
Lack of space to maneuver vehicles in the building
The need to back up large and expensive vehicles regularly

Safety related obstructions entering
Unit 5

Insufficient space; need to
back vehicles into Unit 5

Appendix A

Slip Hazards

Lack of space to work on
equipment other than in
main cooridor

Poor Drainage/Water Issues

Need to move vehicles out to
permit use of snow plow

Appendix A

Wash Bay Delays due to
space constraints

Trucks have to be put in and
removed in specific order
due to lack of space

Chatham-Kent Infrastructure & Engineering Services
Appendix B
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Disclaimer: The Municipality of Chatham-Kent takes every precaution to put
up-to-date and correct information on all maps published by Infrastructure
& Engineering Services. However, it does not expressly warranty that the
information contained in the map is accurate on the date of publication.
All users may use this information at their own risk. The Municipality of
Chatham-Kent will not entertain any claims arising out of the use of this map or
information.
This map was produced by Infrastructure & Engineering Services. If you have any
questions or comments regarding the information displayed on this map, or you
require more information please contact us at: ckengineering@chatham-kent.ca
Queen's Printer retains the copyright in full in the SWOOP 2015
Orthophotography Products.
This is not a plan of survey.

