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+ASSOCIATES

Land Economists - Development Strategists

/M‘_\-

September 16, 2014

Brian Sikstrom

City of Victoria

1 Centennial Square
Victoria, BC, VBW 1P6

Re: South Block Land Lift and Amenity Contribution Analysis

G.P. Rollo & Associates (GPRA) has been retained by the City of Victoria to complete an Amenity
Contribution Analysis for the South Block property in Victoria bounded by Menzies Street,

Michigan Street, and Superior Street, across from the Provincial Legislature (hereafter referred to
as ‘the Site’) in order to determine an estimate of potential contribution that could be collected for

public amenities from the lift in land values created from increasing the density of development on
the Site.

Specifically, GPRA has been retained to estimate the land lift and amenity contribution from an
increase in density from that which is allowed under current zoning and the requirements of the
2014 South Block Master Development Agreement (covenant) and the density and development
which is proposed by Jawl! Precinct Lands Corp and South Block (Concert) Ltd (the Proponent)
for their Capital Park project. Specifically, the increased area amounts to 37,329 square feet, or

3,466 square metres in gross building area (GBA) based on information made available to GPRA
by the Proponent.

The analysis consisted of preparation of residual land value analyses which determines the
maximum value that a developer could afford to pay for the Site assuming it already had the
proposed density under current market conditions, as well as to determine the value that could be
afforded if developed under the current zoning and requirements of the covenant on title. GPRA
used standard developer proformas for each case to model the economics of typical development
as proposed/allowed under the new density. The ‘Lift' is then calculated as the difference in
residual land values under both current zoning and the proposed new zoning/density.

METHODOLOGY & ASSUMPTIONS

The Site is roughly 23,044 square metres in area and can be developed under the current zoning
and the covenant on title for a mix of office, commercial retail, and residential at a density up to
1.49 FSR, or 34,449 square metres of GBA. At a proposed new density of 1.65 FSR there would
be 37,915 square metres of GBA, comprised of 22,056 square metres of office (the majority of
which is pre-leased to the Province), a 4,660 square metre mixed residential/commercial building,
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9,613 square metres of strata apartments, and 1,587 square metres of ground oriented
townhouses and refurbished heritage homes.

The analyses are created using a standard developer proforma wherein estimates of revenues
and costs are inputs and the remaining variable is the desired output. In typical proformas this
output is usually profit, following a revenues minus costs equals profit formula. For a residual land
valuation, however, an assumption on developer's return needs to be included in order to leave
the land value as the variable to solve for. GPRA has prepared separate proformas for 5 distinct
parcels of the overall Site to isolate the residual land values for each of these parcels. The
residual values are the maximum supported land value a developer could pay for the Site (under
the density and conditions tested) while achieving an acceptable return for their project.

For these analyses GPRA has determined the residual value based on the developer achieving
an acceptable profit of 15% on total project costs (calculated as a representative portion of overall
project costs for the proposed development) for the parcels developed for strata uses. For the
parcels developed as office and mixed use GPRA has relied upon adjusting the land value to

achieve an acceptable Internal Rate of Return (IRR), set at 7% for office and 7.5% for the mixed
use parcel.

The residual land value determined from this analysis is then compared to the value of the site
under the current zoning to establish a ‘lift’ in value that arises from the change in density. This lift
in value is the total potential monies that are available for public amenities or other public works
not considered as part of the analysis. GPRA have made no allowances for streetscape and
public realm improvements that would typically be incurred through development in both sets of
analysis. Any significant improvements that would be required only from the proposed density of
1.65 FSR and not from the 1.49 FSR base analysis would impact the lift and would need to be
identified, priced, and taken off whatever contribution has been established.

Typically there is some sharing of the lift value between the Municipality/District and the
developer, but the percentage shared varies by community and by project. It is GPRA’s
understanding that the City has determined that they will seek 75% of the lift for amenities.

GPRA determined strata revenues used in the analyses from a review of recent sales and
offerings for sale of recently developed apartments of concrete construction within roughly 10 km
of the Site, with a focus on projects that were deemed comparable to that which has been
proposed for the Site. A similar review of office and retail rents was conducted within the same
general radius. GPRA also received estimates of revenues from the proponents which have been
considered. Project costs were derived from sources deemed reliable, including estimates
provided by the proponents, as well as information readily available from quantity surveyors on
average hard construction costs in the City. Development aor soft costs have been drawn from
industry standards, and from the City's sources. All other assumptions have been derived from a
review of the market and from other sources deemed reliable by GPRA.
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CONCLUSIONS & RECOMMENDATIONS

As indicated above GPRA has not made any cost allowance for on-site improvements or
amenities as part of this analysis. GPRA's understanding is that there are requirements from the
covenant that must be fulfilled regardless of the application for additional density, and thus these
will not impact the lift in any way. However, any additional requirements by the City arising solely
from the additional density would need to be considered and deducted from the contribution
indicated below, as would any public benefits that the have been proposed by the developers that
the City deems as being creditable toward the contribution.

GPRA identifies the lift on the South Block Site from the increased density as being roughly
$567,400 when using a base FSR of 1.49 and a new density of 1.65 FSR.

As indicated above it is our understanding that the City would be seeking 75% of the lift in value,
which would be approximately $425,600 using the current zoning as a base value with a
developer building a 1.49 FSR mixed use development.

[ trust that our work will be of use in the City's determination of the Amenity Contribution they will
seek as part of the density increase on the South Block. | am available to discuss this further at
your convenience.

Gerry Mulholland |Vice President

G.P. Rollo & Associates Ltd., Land Economists

T 604 275 4848 | M 778 772 8872 |

E gerry@rolloassociates.com | W www.rolloassociates.com
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EXECUTIVE SUMMARY

Jawl Precinct Lands Corp and South Block (Concert) Ltd. are proposing to redevelop the western portion of
the block south of Victoria's BC Legislature Building. This block is bounded by Superior Street,
Government Street, Michigan Street and Menzies Street. The property’s current land uses are office uses
and public surface parking lots. This site is located within the Legislative Precinct, and is planned to be
redeveloped as a mixed use comprehensive development in keeping with the overall plan for the Precinct.
The Province will remain a major office tenant; these office uses will be complemented by multi-family
residential, commercial uses and public amenity space.

For the purposes of this study, we have assumed the development will replace the current office space of
approximately 13,750 m* (148,000 sq.ft), and 317 surface parking stalls with 21,847 m? (235,154 sq.ft.)
of office space, 175 residential apartment units and 1,642 m? (17,672 sq.ft.) of street level retail/
commercial space which may include a 743 m? (8,000 sq.ft.) library. The development is proposed to be
built over three phases, with a forecasted completion date of 2021.

Access

Vehicle access to the site will be provided with two access points: one access point will be on Superior
Street, located west of the Queens Printer building which will remain in its current location and the second
access point is on Menzies Street.

Traffic

The existing site generates approximately 82 total two-way vehicle trips (4 inbound and 78 outbound)
during the Weekday PM peak hour. At project build-out, the proposed development was modeled with 404
total site generated two-way vehicle trips (120 inbound and 284 outbound) in the Weekday PM peak hour.
The net traffic increase associated with the redevelopment of the site was therefore calculated at 322 two-
way vehicle trips per weekday PM peak hour (116 inbound and 206 outbound).

Due to various factors including location, alternative transportation mode options and Transportation
Demand Management strategies, the actual site generated trips are expected to be substantially lower

than those modeled (calculated as approximately 100 fewer total two-way vehicle trips during the peak
hour).

Detailed peak hour intersection capacity analyses of 17 surrounding intersections suggest the local road
network is able to accommodate the modelled and conservatively calculated increase of vehicle trips to
and from the site. The site access points are also shown to operate well, with minimal delays.

Parking

Parking for the development will be located underground; the site plan proposes a total of 453 parking
spaces; 198 for office use, 44 for commercial (and/or library) use and 211 for residential use.

3
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The proposed parking supply is equivalent to an office parking rate of one vehicle space per 110.5 m?, a
commercial parking rate of one vehicle space per 37.5 m?, and a residential parking rate that ranges from
1.0 to 1.5 spaces per unit, visitor inclusive (the average 1.25 spaces per unit rate used herein) for the
regular condo units and 0.62 spaces per unit for the Heritage Home rental units. All of these parking
supply rates are expected to accommodate peak period parking demands.

Significant reductions in office employee parking cost subsidies from those currently provided by the
Province will allow the developer to lower the office vehicle parking supply without compromising current
on-street parking supplies. The site has good transit connections which, along with the reductions in
parking subsidy, will support the goal of shifting current office employee travel modes from private
automobiles to other modes.

The proposed residential vehicle parking supply rate is consistent with expected parking demand for this
location, based on review of other similar development in Victoria. The proposed parking supply is
expected to accommodate site generated parking demand yet is not so high as to encourage excess
private vehicle ownership and use.

The development’s proposed parking supply for the commercial (and/ or library) component is in
compliance with the City of Victoria bylaw requirement for these uses.

The Heritage Home residential units are expected to have parking demands lower than the other
residential units as they will be smaller units and will be rental units. The 13 residential units in the three
Heritage Homes located along Michigan Street are proposed to be serviced with eight parking spaces in
the parkade structure under the office 2 building. These spaces will not be built until the office 2 building
is complete, hence there will be an approximate 3 year lag on these parking spaces. The Heritage Home
residential unit's parking demands will be supported with storage for each unit that could be used for a
bicycle and newly created on-street parking spaces immediately adjacent on Michigan Street’s north curb.
These proposed ‘Resident Only’ parking spaces will become available with the removal of six existing
driveway letdowns along this block edge (approximately 115m of curbside space will be made available or
approximately 16 parking spaces). These spaces will accommodate resident demand in the interim while
the 8 parkade spaces are being constructed. When the 8 spaces are provided with the office 2 building the
newly created 16 on-street parking spaces will accommodate the Heritage Home residential visitor demand
as well as provide additional on-street ‘resident only' parking spaces.

Parking demand surveys conducted by Bunt of publically available on-street parking spaces located within
a one block radius of the site undertaken on Wednesday May 28, 2014 suggest a peak day time occupancy
of 58% at 1:00 PM during an in-session BC Legislature weekday. On the day of the parking surveys, the
surrounding on-street parking area experienced a demand peak after 6:00PM when publically available
parking spaces become free of charge. To confirm this finding, subsequent spot counts of on-street
parking occupancy after 6:00 PM were undertaken; these follow up surveys suggest that on the first day of
the parking surveys, there was likely an event at a nearby site (possibly the Royal BC Museum that resulted
in an atypical demand pattern after 6:00 PM). The follow up surveys confirmed that there is a peak in on-
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street peak demand patterns at 7:00 PM however it is typically not as pronounced as observed during our
first survey (7:00 PM peak average occupancy approximately 65 -70% on 158 spaces). With the new data, it
was concluded that the currently available on-street parking supply can absorb additional on-street
demand if some residential visitors or commercial visitors choose to use on-street parking rather than the
spaces provided on-site.

The parking demand surveys indicated that the north side of Michigan Street, which is currently signed
“90 Minute Parking”, experiences the highest parking demand. With the redevelopment of the site, the
north side of Michigan Street will become residential frontage, so it is recommended that the current “90
Minute Parking” restriction be changed to “Resident Only” in keeping with the south side of the street.

Loading

On-site loading, recycling and garbage collection facilities will be provided at both the Superior Street and
Menzies Street vehicle access points. Loading, recycling and garbage collection loading facilities will be
designed to accommodate a SU-9 loading truck design vehicle.

Multi-Modal Analysis

The site is well located within a short five to ten minute walk from both Victoria's downtown area and to
the James Bay residential community.

Internally to the site plan, the development scheme and proposed building locations provide a significant
improvement to internal block pedestrian routes, resulting in better overall neighbourhood area
pedestrian route connectivity,

The site will have strong pedestrian connections across Superior Street to the BC Legislature building and
the adjacent transit facilities on Government Street. The central area of the block will have an enhanced
pedestrian realm with outdoor seating areas, and open space landscaping.

Future City of Victoria goals to increase cycling mode split are encouraged with the site's provision of
Class 1 and Class 2 bicycle parking and cycling end-of-trip facilities, all in excess of bylaw requirements.
The proposed development will be well equipped with bike storage facilities, including covered and secure.
bike rooms for resident and employee use, and outside bicycle racks in convenient locations for shorter
term visitor and customer bike parking.

Transportation Demand Management (TDM)

The development plan offers various TDM measures aimed at promoting non-private vehicle use. These
initiatives include, perhaps most importantly, the reduction of subsidized vehicle parking for Provincial
office employees, which currently accounts for 264 of the site's 317 surface parking spaces, down to
approximately 30 subsidized parking spaces. Parking costs for Provincial office employees will hence
increase from current levels of $15 per month to approximately $175 per month. This is expected to
result in a decrease in office parking demand and subsequent private vehicle use.
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Other TDM initiatives include ride-share initiatives, promotion of car sharing, cycling and transit use.

In summary, it is our opinion that the proposed development plan is well suited to this site due to the
location’s strong connections to transit and its proximity to a vibrant walking community. The site plan’s
sustainable transportation mode focus and the shared use synergies between the land uses reflected in

internal trip capture abilities of the site mark a considerable step towards Smart Growth development
principles and overall community sustainability.
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