Government Land Rental Policy—is it fair?

This article concerns itself with land
only rather than improved properties. In
addition it relates to government lands ad-
ministered by government or quasi gov-
ernment agencies. It is incumbent upon
these administrators to maximize the use
of such lands and obtain the best possible
rent.

The processes of land alientation is ap-
parent in the Provincial level through such
agencies as the Ministry of Lands, Parks
and Housing Provincial Railways, efc. It is
also apparent in the provinces at the
federal level through such agencies as the
National Harbours Board, Department of
Indian Affairs, etc.

The availability of lands so admin-
istered by these agencies is critical to the
well being of the nation as a whole and to
the local level of governments. The lands
are made available on a lease basis with
variable terms, conditions and rental
rates. More often than not the lessee has
no viable alternative 1o land use. During
the past several years the determination
of lease term and rental by the lessor has
created an unfavourable situation to the
lessee. This article will explore these sit-
uations and examine the present method
of rental determination, the philosophy of
leasing government lands, the problems
now arising and a possible alternative to
the present method of rental determina-
tion. It must be recognized that the objec-
tives of the various Provincial Agencies
and Federal Agencies responsible for ad-
ministrating Crown lands are varied. The
remarks and observations made in this ar-
ticle are of a general nature. They may
apply to some agencies but not others. In
all probability the reader can apply his
own knowledge of government agencies
to the observations advanced in this dis-
cussion and form his own conclusions.

At the outset it is necessary to examine
the very basic issue which is fo determine
the reason for leasing government lands. If
the primary reason is to encourage and
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accommodate land use then the policy
concerning rental structure will be consid-
erably different than if the primary reason
is to maximize rental income from land.
Originally it would seem that the former
thinking applied, but more recently the lat-
ter has become a dominant consideration.
In reality the probable objective now is to
achieve both. If this is so then friction is
inevitable. Both objectives should be tem-
pered so that a leasing and rental policy
can be developed which will establish a
framework for the future which will not
change and which will be beneficial to
both parties.

Perhaps some thoughts and observa-
tions concerning leasing would be appro-
priate.

Most criticism relating to Crown or quasi
Crown tenancies are related to purported
abuses that sometimes creep in o the ten-
ancy system. The landlord’s bargaining
power is often close to being monopolis-
tic. This is a most critical factor. This
makes it possible for the lessor to con-
clude a one sided arrangement 1o the dis-
advantage of the lessee or to claim a
disproportionate share of the economic
refurns from the property. Problems also
arise due to the vagaries of human nature
involved when drawing up the lease docu-
ment. It would seem that the lessee is, at
times, not fully cognizant of the implica-
tions contained in a lease. If he is, he
chooses to ignore them on the assumption
that possible problems will not arise. For
example, a lessee assumes that the rental
structure will never be so punitive that a
crisis will occur in 5, 10 or 15 years. He
would also assume that a 20 year lease
will be renewed. Otherwise it would be
difficult to justify spending large sums of
money on capital improvements which
should logically be amortized over a pe-
riod of 40 to 50 years. Virtually no one
would enter into a lease with a 30 day
cancellation clause unless he was reason-
ably assured that it would not be invoked

and yet such leases exist and for specific
reasons.

In effect, when a lease is issued for say
20 years, only one thing is reasonably cer-
tain—that s that the lease will continue for
20 years (with a 30 day cancellation
clause, even this is not certain). The rental
for this term, however, is anything but cer-
tain. The base for establishing the term is
year one. The base for establishing the
rental shifts forward each five years to a
new base. This negates any possibility of
the lessee ever acquiring anything but a
nominal leasehold interest. It is counter
productive in that it discourages the in-
vestment of capital to improvements in the
latter part of a lease term. It discourages
the sale of a leasehold interest. It provides
the security of a 20 year lease, but only
the economic advantage of a five year
lease. With a cancellation clause in effect,
even the security of tenure is lost.

In preparing a lease document it is criti-
cal to anticipate all future problems and
make provisions to solve them before the
document is finalized. This is seldom
done.

The most critical aspect of any lease is
that both parties should enter into the con-
tract with the belief that both are being
dealt with in a fair manner at the outset,
during the term of the lease, and at the
conclusion of the lease. Changes in the
economic climate, changes in land use,
changes in social behaviour, changes in
environmental attitudes should be antici-
pated and provisions made to cope with
them. Quite often this is not done.

The accepted criterion at this time fol-
lowed by virtually all government or quasi
government agencies is to charge a
lessee a market rent which equates to an
economic rent. This rent would apply for
the first five year period and be subject to
a review at following five year intervals. At
each five year interval, the rent would be
adjusted upward to reflect the then current
market value of the land.



Market rent or economic rent is there-
fore the result of two components—one
being the market value of the land and the
other being the economic rate of return to
land. Market value is assumed to be the
value of the fee simple interest. The eco-
nomic rate of return is considered to re-
flect the prime bank rate or perhaps bond
rate plus say 1%, the latter to reflect the
risk associated with land alienation. The
rate is applied for five years which does
not reflect the vagaries in the money mar-
ket. In the long run, however, the rate
would tend to average out. At the present
time the rate of return, as measured in the
market place, is considerably less than
bank rates. The above observations
would apply to a less volatile money mar-
ket.

Very critical to the establishment of
market rent is the value of the land as
though held in fee simple. This, of course,
does not reflect the true facts as the land is
only held under leasehold tenure.

In effect, a lease divides the “'bundle of
rights’” and transfers only some rights to
the tenant. The lessor keeps:

—The right to capital appreciation to the
land (most significant).

—The right to the reversionary interests of
improvements upon expiration of ten-
ure (unless otherwise provided).

—The right to increase rents at periodic
intervals and, in effect, shift the base
year forward for economic considera-
tions.

The right to obligate the lessee to develop

the lands and possibly to a certain value

level.

—The right to obligate the lessee to use
Crown owned facilities to some degree.

—The right to refuse to allow an assig-
ment or subletting.

—The right to limit the use of the leased
land to a specific use.

—~Plus others.

The lessee's interest is therefore some-
thing considerably less than fee interest.
This factor is generally not recognized
when computing lease rentals but it should
be. The single most critical right which a
lessee does not have is the right to capital
appreciation. Itis this factor which has and
will continue to cause the very real prob-
lems encountered when renegotiating
lease rentals. The problems intensify dur-
ing a period of rapidly rising land values.

Perhaps a comparison can be made to
the private sector. At first glance the ob-
servation can be made that many busi-
nesses rent office accommodation and
suffer rent increases with time. However,
the situations are different. A lessee under
this situation has the freedom of move-
ment. If rents rise beyond his ability to pay
then he moves to more affordable prem-
ises. He is not tied to a site by virtue of
large capital investments or by virtue of
the fact that there is no real alternative site
(emphasizes the monopolistic situation re-
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lating to Government lands i.e. waterfront
lands owned by the National Harbours
Board or Provincial Governments).

A comparison case can also be made
to renting vacant land from the private
sector. Again the situation is not similar. In
the private sector there is room for com-
petition. There is certainly a different moti-
vation behind the objectives in renting
land. The private sector would probably
have one objective only in mind and that is
to maximize income. Large landowners
are scarce and lands which are leased
tend to be for temporary periods of time
pending some future development of the
lands by the owner. When the private sec-
tor does develop land expressly for the
purpose of leasing, the rates and terms
tend to encourage land use and develop-
ment.

Considerable further observations
could be made concerning leasing and ef-
fects in other areas of importance (mort-
gages, terms, reversionary rights, etc.) but
they are beyond the scope of this essay.

Some observations should be made
however, relative to the benefits which ac-
crue 1o a lessee.

The lessee has the distinct advantage
of not having to tie up a large amount of
capital in land acquisition. This money can
then be used for capital improvements or
for other uses. In any event, the economic
return to this money at prevailing interest
rates is a benefit to the lessee. The lessee
also has the opportunity to “‘write off”

Right of Way Title Examiners
and lnusurors

Nationwide

IELNEA

HOME OFFICE

TITLE &
UARANTY

Atlantic City, New Jersey

Right Of Way/December 1981 31




lease rentals as an operating cost. Leas-
ing affords a tenant the opportunity to oc-
cupy and develop lands which may
otherwise be beyond his present financial
means. In the event of a long term lease at
a fixed rent, the lessee can develop a
leasehold interest (seldom possible now).
In discussions with tenants of Crown
lands, several issues appeared as prob-
lems in common to all. These are noted
as:

® |n the original instance, the Crown in-
vited occupation of their lands by offering
favourable terms, particularly rents. The
emphasis at the start was to invite useage.
This was the primary consideration. Land
rental income was secondary, if not, at the
time, inconsequential.

® Proposed rents at this time (1980) are
now becoming so high that the large
acreage land lessees feel that they must
seek sites elsewhere.

® Al would prefer to buy their land rather
than lease. In this way they would know
what their ongoing costs will be. Under a
leasing arrangement they are never cer-

tain what their cost base will be in five
years, 10 years, efc.

® Security is very important and essential
where large amounts of capital are in-
vested in buildings, equipment and ma-
chinery. They do not consider that the
present leasing policies provides security.
® Many of the lessees who have oc-
cupied lands for many years were pre-
pared to face many inconveniences at the
outset. Some putin their own services. Ina
sense they feel that they helped to create
the land value and are now being penal-
ized by having to pay for this value
through increased rents.

® All argue that if the rental structure was
fair to all concerned at the start of occupa-
tion then it should be fair now. They are all
quite prepared to pay an inflation rate in-
crease to the original rent base but not the
rent now being proposed.

® Some think that the land was under-
developed and underpriced at the start.

® Again referring to security of tenure,
mention is often made of the uncertainties
associated with renewing tenure and es-
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tablishing rents in the latter part of the
lease term—say year 15 of a 20 year
lease. At this point in time, it is difficult to
justify large capital expenditures for im-
provements with only five years remaining
in the lease.

® The consensus of most is that there
were other benefits accruing to the Crown
lands other than just rental income and
therefore the administrators of such lands
should not seek to maximize their eco-
nomic return to land. These benefits would
not necessarily apply to other land owners
in the market place. It is also recognized
that such benefits might not necessarily
accrue to all Crown lands to the same de-
gree. For example a Railway Company
anticipates a dollar return to their land bur
in addition expects to generate revenue
through rail traffic. Two separate eco-
nomic benefits accrue to these lands. A
similar analogy can be made with the Na-
tional Harbours Board. Shipping fees are
collected in addition to land rents (waterlot
rents). In this sense it can be said that the
Crown is a unique land owner. Very often
Crown lands are being affected by outside
forces which are beyond the control of the
tenants. Adjoining properties are often de-
veloped to accommodate competitive
uses. In turn this has resulted in competi-
tive demand for sites. For example in the
Port of Vancouver there is a continuing en-
croachment of commercial use upon the
Vancouver waterfrontage. This has con-
tributed to land value increases. It would
be simplistic to suggest that if the highest
and best economic use for the waterfront-
age was for hotels, restaurants, marinas,
etc. then the competitive economic forces
in the market place would force a change
in use from industrial to commercial. This,
however, can not happen. For the good of
the nation it remains necessary to have
port oriented facilities on the waterfront in
Vancouver. The wheat farmer in Sas-
katchewan relies upon such facilities for
his economic well being.

In effect the large land users feel that
outside forces are creating values (and
increased rents) over which they have no
control, nor does the lessor. These values
are being created by uses which have no
relation to the uses of the Crown land.
® The Crown is in a monopolistic situa-
tion to the extent that they have the only
real suitable land for a particular purpose.
Again using the Port of Vancouver as an
example it is not possible for such users

——



as the grain elevators to locate on inland
sites. Such sites are available and much
less expensive. However, they do not ex-
ist as an alternative to this type of use.

® The thought was expressed that the
present system of tenure discourages the
outlay of capital for improvements to-
wards the end of the lease tenure. Most
industries require continual upgrading of
equipment and machinery and the addi-
tion or upgrading of buildings. In todays
society such changes are required to re-
main in a competitive position in the mar-
ket place. It is difficult if not impossible to
justify any appreciable expenditure of
capital when only a few years of lease
tenure remains.

Comments

While there is merit to many of the above

observations it is also recognized that

some lessees tend to disregard reality.

The issues that emerge, and deserve se-

rious consideration are:

1) The Crown does enjoy a monopolistic
position viz a viz land ownership. They
do often control the most suitable lands
for certain users. Alternatives are avail-
able but generally inferior as to loca-
tion, servicing, topography, etc. In
some circumstances there is no alter-
native (i.e. National Harbours Board
lands).

2) The Crown will not sell their lands.
Leases therefore have no control over
the future as it relates to values, use,
etc.

3) Any leasing policy should be beneficial
lo both parties. It should be so struc-
tured that the lessee has an incentive to
maximize his use of land. In many cir-
cumstances this is not now the case.

4) The Crown often enjoys two sources of
monetary returns from leasing their
lands. One is land rent and the other is
allied to the general use of the lands
(i.e. Rail traffic). /t would be a mistake to
maximize both unless the lessee some-
how benefits.

5) The present leasing policy in most in-
stances tends to emphasize protection
and benefits to the lessor and minimize
protection and benefits to the lessee.
Again itis necessary to review the basic

reason for leasing Crown or quasi Crown

lands.

A rental formula can be devised to re-
flect the variables of interest rate, inflation
rate, etc. All of these figures are available

from banks or Government agencies. The
rates can therefore be amended quite
simply each year or each month.

The sharing of capital appreciation with
the lessee will soften the blow as to rent in-
reases. The division of capital apprecia-
tion can be shared 50-50 or 40-60, etc.

While this proposal appears compli-
cated, it can be simplified and made work-
able.

The problems associated with term, re-
version, etc., have not been considered
but should be given some thought. They
are real problem areas.

While this article deals only with some
problems relating to leasing Crown lands
(or quasi Crown lands) and is by no means
exhaustive, it does perhaps touch on the
main problem areas. Suffice to say thatan
exhaustive commentary is beyond the
scope of this article. It is recognized that a
problem may exist in some parts of Can-
ada but not in others due to differing eco-
nomic considerations, availability of alter-
nate supplies of land etc.

It should also be noted that viable alter-
natives 1o that considered in this article
could be and are presently being consid-
ered by some government agencies in
B.C.

The most beneficial alternative to the
lessee is a long term prepaid lease. There
would be no provision for rental escala-
tion. This type of tenure has many of the

benefits associated with fee simple
ownership. In particular the lessee has the
advantage of capital appreciation and
can develop a substantial leasehold inter-
est. Alternatively the lessor has no rights
to capital appreciation and this may con-
flict with the leasing philosophy of some
agencies.

A more flexible leasing policy could
also be considered. In order to ensure the
continuity of capital appreciation benefits
a provision in the lease could provide for
renegotiating the lease at mid term (say at
year 15 on a 30 year lease). This ensures
that the lessee would always have a mini-
mum of 15 years and a maximum of 30
years ahead of him. This would tend to
maximize the development of the land.
The lessee would always have a reason-
able potential to sell his leasehold interest
and a purchaser could foresee a reason-
able potential for security of tenure.

Again it should be noted that these al-
ternatives are by no means exhaustive.

Comments to this article are invited.

It is obvious that again the most signif-
icant factor creating the disparity in ad-
vantages is the five year review clause
which measures inflationary increases in
land. The lessee pays increasing rentals to
his disadvantage whereas the fee owner
accumulates value to his advantage.

In a leasing situation the land owner
(Crown) derives all of the benefits of capi-

*OIL, GAS & COAL LEASES
*RIGHT OF WAY ACQUISITION

* RECORDS DEPARTMENT
*LEASE CREWS AVAILABLE

JEIEfy nssociales.

* TITLE CURATIVE
* MAPPING

T TF T
X T r=—x—

COMPLETE ENERGY LAND SERVICES

C.R. (Rick) Jeter

PRESIDENT

521East AbrameP.O.Box 732¢Arlington*Texas 76010
(817) 469-9871

J. V. Hollingsworth
VICE PRESIDENT

Right Of Way/December 1981 33




tal appreciation. Perhaps consideration
could be given to a formula which shares
capital appreciation so that the lessee de-
rives some of the benefits and the lessor
some of the benefits. At the same time the
lessor will be assured an effective 2-3%
rate of return. This would not appear to be
a desired return but in the past few years,
with inflation at 9% and savings at 9% the
effective rate of return was zero.
We shall assume:
—A 2% assured rate.
—Inflation continues at 8% per annum.
—Land values increase at 8% per annum.
—The effective rate will be built into the
overall rate.
— The rental shall be no less than the first
five years rent (unless deflation occurs).
—Land value year 1 = $100,000.
— A 50-50 division of capital appreciation
between lessor and lessee.
Then:
Upon issuance of a 20 year lease, the
following is suggested:
1) Year 1—rental 10% x $100,000 =

$10,000 (rental assures 2% effective
return)

2) Year 5—rental 10% x $148,000 (new
land value) = $14,800 amended to re-
flect sharing of capital appreciation.
(half or 4% to lessor and half or 4% to
lessee). Revised rent would be:

4% + 2% = 6% X $148,000 =
$8,800

However, the policy has been adopted
that the rent shall not be less than the
first 5 year rental. The rental for year 5-
10 would remain at $10,000 per an-
num.

3) Year 10—rental 10% X $219,000
(land value through inflation) =
$21,900 amended to erflect sharing of
capital appreciation.

Revised rent would be:

4% + 2% = 6% X $219,000 =
$13,140

At this point the lessee will be realizing
some of the benefits of capital appre-
ciation. The lessor at the same time is
receivinga 13.14% return on his invest-
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ment in land and a 5.14% effective re-
turn over and above inflation.

4) Year 15—rental—10% X $324,000 =
$32,400 amended to reflect share sit-
uation.

Revised rent would be:

6% x $324,000 = $19,400

Again the lessee benefits and the return
to the lessor is now 19.4% on the origi-
nal investment of $100,000 or an effec-
tive return, over inflation of 11.4%.

Comments

The above assumes many things, some of
which may not happen as portrayed.
However, inflation is probable in the fore-
seeable future.

Referring to the hypothetical investment
alternative above, it was assumed that
land values increased at a rate of 8% per
year. In actual fact, land values in some
parts of the country over the past 7-8
years have increased at a much more dra-
matic rate than this. With a rental formula
of 8% x M.\V. the effective return would
exceed the fitures indicated.

A further comparison can be made be-
tween a fee simple ownership and leased
ownership. Assume land value of $100,-
000.00 and an 8% inflation rate—10% in-
terest rate. Assume a 30 year occupation
and lease.

Fee Simple Owner:

—Buys land in year 1 at $100,000.00
(outlay)

—Annual cost thereafter (opportunity
cost) would be 10% x $100,000.00 =
$10,000.00

—Has advantage of easier mortgage fi-
nancing

—Has advantage of owning improve-
ments in perpetuity

—Can lease his land, sell it or choose 1o
do nothing with it

—At end of 30 years has land worth
$1,052,000.00.

Lessee

1) Does not have to invest $100,000.00 in
land. Would therefore invest in alterna-
tive position.

2) Receives $10,000.00 per year income.

3) Pays originally a rent of $8,000.00. At
this point in time he “'saves" $2,000.00
per year. In year five he pays $11,-
840.00 per annum. From year five
onward, his return on investment
($100,000.00) will not meet his rental



obligation. In year 10 his rental will be

$17,520.00 per annum. In year 15 his

rental will be $25,940.00. In year 20 it

will be $38,400.00, and in year 25—

$56,848.00.

4) Receives one advantage of charging
lease rental against annual operating
costs. This is an important considera-
tion as it reduces the rental cost by 25%
1t (small business) to 50% =+ (large
business). In the latter situation, the ef-
fective rental would be about 50% of
those noted above. In year 25, how-
ever, the effective rental would still be
$28,424.00. Offsetting this again is the
$10,000.00 annual return on the invest-
ment of $100,000.00 thus reducing the
effective rental to $18,424.00.

5) At the end of 30 years still has original
$100,000.00.

6) Has no reversionary rights to improve-
ments unless provided in lease.

The above serves as a simple compari-
son. It is reasonably realistic in that it por-
trays what has happened in the market
place during the last 7-10 years. There is
every indication that it will continue.

This analysis shows conclusively that a
fee owner is, at the start, in about an equal
position, but after five years, is in a much
superior position. He also acquires a def-
inite competitive edge over the lessee in
that his base costs are fixed. His borrow-
ing power increases very substantially.

Perhaps consideration can be given to
a formula which will divide the advantages
of capital appreciation to both the lessee
and the lessor.

First it is necessary to make a compari-
son between an investment in land
(Crown) and an investment in say a bond
(at 10%). Assume that both are for a pe-
riod of 20 years and that an inflation rate
of 8% exists, and that land value increases
at this rate. Assume return on land at 8%
and value of $10,000.00. Then:
BOND—The return would be 10% per an-
num or $1,000.00 per year for 20 years
plus return of $10,000.00. The effective
return would be 2% as inflation would ab-
sorb 8% of the return.

LAND—Year 1—Rate 8%—rent $800.00

for first 5 years. Effective return nil as infla-

tion absorbs all of the return.

Year 5—10—rate 8%—land value now
$14,800 (8% increase/annum)—rent $1,-
184.00. Return is now 11.8% on original
investment or an effective return of 3.8%
after inflation.

Year 10-15—rate 8%—land value
now $21,900 rent—$1,752.00. Return is
now 17.52% on original investment and
9.52% after inflation.

Year 15-20—rate 8%—land value
now $32,430 rent—$2,594.00 per an-
num. Return is now 25.9% on original in-
vestment and 17.9% after inflation.
REVERSION—At year 20 receive land
back—value $48,000.

This is a hypothetical situation but it
does tend to reflect the situation in the
market place today.

The effect of five year review periods
does give the owner of land a much
greater effective return on investment than
a similar investment in bonds, savings,
etc. It can also be seen from the above
what the long range effect to a tenant will
be in relation to a competitor who has
bought his land at year 1. In the latter case
the cost base remains the same. In the
tenants case the cost base continuously
shifts upwards.

This is not to suggest that any govern-
ment agency or quasi government agency
should lease their lands at a rate of 8-9%
without a review clause. By so doing, they

would simply keep pace with inflation and
would never realize a return on their (tax-
payer’s) investment. Any formula for de-

termining rentals should incorporate a .

provision for inflation plus an assured rate
of refurn on the original investment. This
must be emphasized. The original invest-
ment would remain a constant during the
term of the lease. Upon expiry of the lease
(or cancellation and re-issuance etc.) the
investment base would change and would
reflect the market value at that time.

Even in depression years with a zero
inflation rate, a return of 3% could be real-
ized on savings. In today’s market (1980)
with a 12% return on savings an effective
3% is returned (9% to inflation). In the past
few years, however, with a 7%% to 9%
inflation rate and an 8% to 9% return on
savings, there was no real effective return
to money.

If the primary objective is to induce
users to occupy the lands for the purpose
of providing a facility required for the gen-
eral well being of the nation then the rental
structure may have to be amended to fa-
cilitate this occupation. For example it is in
the best interests of all Canadians to have
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port facilities and to have the develop-
ment as provided by the private sector. In
the interest of the Canadian economy it
may prove necessary and even desirable
to subsidize such use where values and
rentals increase to the point where such
development is uneconomical. As pre-
viously noted this may be (and is in many
cases) due to external forces beyond the
control of the lessee or the lessor.

If the primary objective is to maximize
land use on the basis of the highest and
best economic use then the occupiers of
Crown lands should be encouraged to
leave to encourage alternatives, more
profitable use. This, however, is not al-
ways possible nor practical and, in many
cases, certainly not in the public interest.

If the Crown follows a policy of max-
imizing land rents then the inevitable result
will be that some land users will have to
vacate. With respect to rail oriented lands
they may choose sites further removed
from the high value location. If they relo-
cate on the same railway then perhaps
little is lost. If they relocate on a competi-
tive railway or facility then much could be

lost. Again it must be noted that Port ori-

ented facilities often do not have an alter-

native. Provincial government harbour
lands are in a similar position to National

Harbours Board lands.

Probably both objectives are really
wanted and policies should be introduced
to facilitate achieving these objectives.
The most critical issues which evolve and
which disrupt the desired harmonious rela-
tionship between lessor and lessee are:

1. Term—should be long enough to allow
the lessee to recapture the cost of im-
provements.

2. A five year review clause effectively
shifts the advantage of capital appre-
ciation to the lessor and minimizes
(often negates) the development of a
leasehold interest.

3. Rental determination is presently based
on rate times market value. The value
of a lease is less than market value and
must be reflected in the formula for
computing rent.

4. Reversionary rights. The lessee should
have access to some of these rights,
particularly when capital expenditures

Surveying
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are made late in the lease term.

5. Any lease agreement must be fair and
equitable to both parties.

Of all the above issues, the single most
important issue is the determination of
lease rental at periodic review periods.
This does create an economic hardship. It
discourages effective land use. It creates
an unknown cost to conducting business
which can never be measured with any
degree of success. Who can foresee val-
ues in five years or 15 years? In summary,
it is counter productive. At the same time it
is necessary to protect the lessor’s inter-
est and reviews are accepted as neces-
sary.

Editor’s Note: This article is reprinted
with the permission of Glenda L. Thom-
son, Managing Editor-AIM. It was origi-
nally printed in AIM, Volume 24, Book
3, August 1980, pages 27-31.

HAMMERHEAD PIERS

Much of METRORAIL's elevated 21-
mile twin guideway in Dade County, Flor-
ida, will be supported by two column
types. The northern alignment, however,
will sport the unique hammerhead pier,
which consists of a single column with an
attached pier cap.

Although more expensive than the twin
piers, approximately 500 hammerhead
piers must be used in areas with right-of-
way restrictions, such as next to a railroad
bed, in the median of streets, or other
areas where space limitations prohibit
construction of two piers.

The hammerhead pier is currently used
in areas along the southern corridor where
clearance for the Florida East Coast Rail-
way and several major intersections is
needed in order to provide adequate
space between the roadway and the base
of the pier.

Structurally, the hammerhead pier is
composed of a six-by-six foot column and
a 27 foot long pier cap which is attached
to the column and resembles a *'T."”” How-
ever, the shape of the hammerhead pier
could also resemble an unbalanced ‘T
due primarily to its flexible design, which
allows the pier cap or column to be fixed in
one of several positions to accommodate
special aerial requirements or provide
clearance so as not to interfere with traffic.




