ATTACHMENT F

ALPHA PROJECT DEVELOPMENTS LTD.
St. Andrew’s Square 1
210 — 737 Yates Street

Victoria, B.C. VW 1L6
Tel: (250)360-1944 Fax: (250)381-4680

04 October 2017

Development Services
City of Victoria

1 Centennial Square
Victoria, BC V8W 1P6

Attention: Charlotte Wain, Senior Planner
Dear Charlotte,

Re: 1400 Quadra Street

Thank you for your response with respect to the letter from Colliers dated 11 July 2017, a
copy of which is enclosed for your reference. You have requested further information
supporting the contents of that letter and we attach an additional letter from Colliers
together with a mid year office survey for your review.

In speaking with Colliers, they have offered to provide additional information to you
should you have any specific questions pertaining to the survey results.

Yours truly,




1175 Douglas Streat Suite 1117 war <1 250 388 6454
Vicleria, BC VBW 2E fax o+l 250382 3564

www colliers.com

July 11 2017

Alpha Project Development Ltd
400-931 Fort Street,

Victoria, B.C.

V8V 3K3

Attn: Mr. Bijan Neyestani

Dear Mr. Neyestani

RE: Office Development Potential, Corner of Johnson and Quadra Streets,
Victoria, BC

Further to our recent conversation, you have asked us for our opinion with
respect to an office development at the corner of Johnson and Quadra Streets in
downtown Victoria.

Market conditions for the first half of 2017 for office in the market have been
relatively flat with limited new supply coming to market and limited absorption.
These conditions will change dramatically, however, in late 2017 and early 2018
as Phase | of Capital Park is completed and Phases | and |l of 1515 Douglas are
ready for occupancy.

By April 2018, approximately 407,000 sf of new inventory will have been added to
the market. Furthermore, in fall 2019, an approximately 130,000sf of additional
office space will be ready for occupancy at Capital Park.

The impact of this new supply on the market vacancy is expected to be
substantial as we have noted at least three office buildings that are anticipated to
be emptied in their entirety, in addition to other office buildings that will
experience newly vacated areas.

It is important to note that there is approximately 511,000sf of current vacancy in
the region providing a market vacancy of approximately 6.05%. We anticipate
that in 2018 the vacancy rate will increase to between 10-11%. The impact of this
additional vacancy will be downward pressure on rates as landlords compete with
each other for available tenants.




We anticipate, provided limited new inventory is added to the market and with
current absorption rates remaining consistent going forward, that it will be a five
year process to have vacancy rates return to historical levels.

We note that your site is not currently situated in a traditional office area.
Johnson and Quadra is outside the periphery in terms of amenities and features
that the vast majority of office users are looking for in the core. Specifically, office
tenants are generally seeking locations with a desirable streetscape with close
proximity to restaurants, retail and other office tenancies.

Currently, the Johnson and Quadra area does not offer these amenities in any
significant way and we don't see this changing in the foreseeable future. In fact,
given the surrounding residential nature of new development, we would suggest
that office demand will continue to be challenged in this area.

In short, current market conditions would suggest that caution be applied to any
new office development. Furthermore, should you decide to proceed with an
office project, we would suggest that a site in the traditional office areas of the
downtown core would be substantially better received in the market.

We would be pleased to meet with you to discuss in further detail at your
convenience.

Yours truly,

Graham C. Smith
Senior Vice-president
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October 2, 2017

Alpha Project Developments Ltd.
P.O. Box 846 '
Victoria, B.C.

VBW2R9

Attention: Messrs. Bijan Neyestani and Fred Rohani
Dear Sirs:
Re: Rezoning Application

1400-1402 Quadra Street & 850 Johnson Street
Victoria, B.C.

We understand your application with the City of Victoria to rezone the above-referenced property is proceeding
through the application process with the objective being the development of a 15 story 125 suite purpose built rental
apartment building with ground level retail/lcommercial space. We have taken the opportunity of reviewing the
building plans and specifications for this proposed development and wish to commend you for bringing forward yet
another project that will enhance the urban fabric of our downtown core and provide much needed rental housing
that will help satisfy the demand created by the burgeoning population of Victoria residents who are choosing more
and more to live in the core of our City. If required, Colliers International would be happy to speak in favour of this
rezoning application.

Our support for this rezoning is based on many factors which we have elaborated on herein.

Existing Zoning: We have taken time to review the existing zoning under which the proposed development could
be built, providing a sizeable mixed use commercial and residential development with office and street level retail on
the lower floors and residential (condo or rental) accommodation on the upper floors. While we completely support
the development of residential density in this location, we question the viability of new office space on this site.
While demand for new office space has been proven out, as evidence by recent leasing activity in several new
projects, we see the Quadra/ Johnson laocation as being inferior for any significant office demand by either the
private or public sector. Locational challenges related to the neighbouring Street Link housing project would act to
deter any office user from leasing space in this location. Economic rents for new office development in this location
would also bring into question the viability of the mixed-use model. Furthermore, the mix of office and residential
use within one building has proven to be problematic over time.

Office Use: While an office use at this location may generate positive daytime traffic to the general neighbourhood
with the arrival and departure of office users during the day, the office use would not generate any significant
pedestrian traific during the evenings or on weekends. Our research has proven out that the densification of our
downtown core for residential use far outpaces the economic and social drivers provided by office use, especially at
times of the day or on weekends when street front traffic is most desirable. The increase in resident street front

Accelerahng success.



Colliers

traffic also acts to reduce unsavory activity in a neighbourhood. We can credit the City with a reduction in our
downtown storefront retail vacancy rate for over ten percent (10.0%) two years ago to just over five percent (5.0%)
in Q2 2017 by adopting a policy of increased residential density in our downtown core. The change in the zoning
and overall use of the subject site would work to further the progress being made by both the City and the
development community in creating a much-improved urban experience and environment.

Residential Densification: Despite the ongoing development of numerous purpose-built apartment built rental
apartment buildings in Victoria's downtown core, demand for this accommodation continues to far outpace supply.
With residential vacancy rates remaining at historic low levels, we see a continued and almost insatiable demand
for more rental housing in our downtown core. This level of demand far outpaces any comparable leve! of demand
we see in other asset categories in the core of our city, including office and retail space.

We welcome the opportunity of discussing this subject and our support for your rezoning the subject property
located at the north-west corner of Johnson and Quadra Streets. Please let us know when it would be appropriate
to speak at any of the upcoming neighbourhood association meetings or City Council meetings.

If you have any further questions or require any additional information in this regard, please contact me directly.

Your truly,

COLLIERS INTERNATIONAL

David Ganong
Managing Director — Vancouver Island.
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Investment Market

Office Investment sales for the first half of 2017 were
limiled to sales under $2.6M with nine buildings
transacling for a total sales volume of $9M year-lo-date.
Six of these sales were to “owner-occupiers.” So far, no
larger notable investment sales have occurred in 2017
which is a reflection of a lack of supply of investment
product. Demand remains strong from the full spectrum
of investars, including institutional and private equity. For
the balance of 2017, we expect to see an increase in sales
volume with (he continuing low cap rate trend ranging
from sub 5% to 6%, depending on asset class, tenancy
strength, and location.

Forecast

Vacancy is expected 1o increase belween 1.5% to 2.0% by
the end of 2017 as we see new supply starting to come to
market. The first phase of Capital Park will be providing
125,000 square feel of new Class A office space by
September of this year. This building has been fully
pre-leased 1o the Provincial Government. 750 Pandora
Ave, the larger tower behind 1515 Douglas Street, will be
coming to market early 2018, adding a further 184,000
square feet of Class A office space 1o the downtown
inventory. BCIMC is expanding from their current size and
will be occupying the entire building at 750 Pandora
Avenue.

Provinclal Government
: -_2261Kuﬁu_CmssRug

: Cc;aSI Capital Savings

1 Renewal 26,800

2. 72950 Juttand Road Sublease . 12881
P - ]lG s R SR i . e ce— —
3 _ 29 Heimeken Road Headiesse 10550
4. ARO Inc. - 2261 Keating Cross Road Headlease 7333
5. Istand Trust - 1627 Fort Street Renewal 7237

Provincial Governmen Renewal 44,708

bt e it

Provincial Government

* - 810 Fort Street Renewal 12122
3. CRD - 1675 Douglas Street Renewal 6,560
4. Benevity- 1005 Langley Street Expansion 5727
5 Tvnc Covermaent Headlease 5,465
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Downtown

Downtown vacancy has remained nearly unchanged from
6.02% as of year-end 2016 to 6.05% second quarter 2016.
Downtown Class A office space is still the lowest vacancy
segment even though there was a slight increase from year-
end 2016's 1.07% to 1.44% mid-year 2017. Total downtown
absorption has decreased significantly from a positive 73,454
square feet as of year-end 2016 to 11,729 square feet mid-year
2017. New Supply is at a negative 249,858 square feet, which
is primarily due to the adjustment of the office inventory.

Trends

> Class A office space remains in high demand as tenants
look to upgrade from their current office situation.

> New Class A construction is now surpassing the $30
per SF base rent level. This is a historic new high and
tenants are willing to pay for the added benefils new
Class A office space has to offer.

> There is a noticeable increase in the number of tenants
looking for large office floor plates (20,000 SF to
40,000 SF), however, there are limited options in the
downtown core for these size ranges and tenants are
having to look at the Suburban market for more options.

> Parking is still becoming more difficult to secure in the
downtown core as a number of surface parking lots
have been sold as developmenl sites, and new bike
lane infrastructure is further impacting the accessibility
of parking in the downtown core. There is also an
expected increase in parking rates over the next year.
Tenants are therefore looking to the suburbs to satisfy
challenging parking requirements.

Market Indicators

MARKET

Downtown Historical Performance
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The Azzurro on 1950 Blanshard Street added 11,087
square feet of Class B+ office space to the inventory. This
was the only new supply for the first two quarters of the
year, however, there were a few changes to the office
building inventory. 1105 Pandora Ave has been removed
from the inventory, by a negative 27,000 square feel, as
the site is to be redeveloped into condos. 940 Blanshard
Street had a building size reduction by 233,445 square
feet as to only account for the office portion of the
building.

Downtown Q4 2016 02 2017 Trend
Office inventory 4761916 4,512,058 3
Net Absorption 73,454 11,729 $
Vacancy Rate 6.01% 6.05% L 3
New Supply 0 11,087 4+
Under Construction 500,000 500,000 B3

A

B 3393962 184,410 5.43% 14015 (222.358)

C 604,288 81125 13.42% 385 27,500)
Region Total 4,512,058 272,919 6.05% 11,729 (249,858)
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