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VANCOUVER ADMINISTRATIVE REPORT

Report Date:  December 2, 2015

Contact: Kevin McNaney
Contact No.:  604.871.6851
RTS No.: 11185

VanRIMS No.:  08-2000-20
Meeting Date: December 10, 2015

TO: Standing Committee on Planning, Transportation and Environment
FROM: Acting General Manager of Planning and Development Services
SUBJECT: The Chinese Society Legacy Program

RECOMMENDATION

A. THAT Council approve in principle the Chinese Society Legacy Program (“Legacy
Program”) to rehabilitate the twelve Society heritage buildings in Chinatown,
and direct the City Manager to work with the Chinatown Society Heritage
Buildings Association to explore strategic partnerships and funding
opportunities with senior levels of government, philanthropic organizations and
community partners to secure $36 million for the Legacy Program.

B. THAT Council commit $3.6 million from future development contributions in
and around the Chinatown area as the City’s contribution to the Legacy
Program ($36 million), and direct the City Manager to report back on the
overall program funding strategy including any strategic partnership and
funding opportunities (Recommendation A).

REPORT SUMMARY

In 2014 Council directed staff to hire a team of consultants to develop a building
rehabilitation program for the conservation of the twelve Society heritage buildings - one of
the key steps in the revitalization of Vancouver’s historic Chinatown.

The twelve Society-owned buildings are over 100 years old and in need of major building
upgrades. Maintaining and upgrading these heritage buildings is a significant challenge for
the Societies. Without a sustainable, long-term plan to renew the buildings and their
operations, the buildings will soon reach a point where they will be unsafe and uninhabitable
and their legacies will be lost forever.

The loss of Society buildings will negatively impact the social, cultural and economic vitality
of Chinatown, its identity and prominence as a National Historic Site. This is a critical
moment for intervention to reverse the trend of decline. A successful strategy for Society
buildings can enhance Chinatown’s uniqueness and relevance to future generations.
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This report describes the Chinese Society Legacy Program (“Legacy Program”), including a
magnitude of cost for the rehabilitation of the Society buildings and a fundraising and
partnership strategy to approach senior levels of government and other potential funding
partners. Staff also request that Council commit $3.6 million (10% of program costs) from
future development contributions in and around the Chinatown area to the Legacy Program as
seed funding from the City to help leverage additional partner funding/financing.

COUNCIL AUTHORITY/PREVIOUS DECISIONS

In 2002, City Council approved the Chinatown Vision that identified protecting the area’s
heritage and culture while bringing in new energy and investment as an important direction.

In February, 2008, City Council approved the Society Heritage Buildings Rehabilitation
Strategy, as a key step in implementing the Chinatown Vision. At this time Council also
approved the Chinatown Society Buildings Planning Grant Program to support the Societies in
preparing feasibility studies for building rehabilitation.

On July 25, 2012, Council approved the Chinatown Neighbourhood Plan and Economic
Revitalization Strategy, which includes as a priority the restoration of the Chinatown Society
heritage buildings.

On March 15, 2014, Council adopted the DTES Plan which includes a policy to pursue the
rehabilitation of the heritage buildings owned by Chinatown Societies. The Public Benefits
Strategy includes estimated investments needed towards heritage assets (estimated to be
$150 million), and indicates the City may contribute up to 10% ($15M) of the rehabilitation
cost for these buildings.

On July 9, 2014, Council approved the Chinese Society Buildings Matching Grant Program
amounting to $2.5 million to support critical upgrades. Council also approved a consultant
study to develop a business case and partnership development package, to leverage City
funds and develop a robust rehabilitation program for the twelve society-owned heritage
buildings in Chinatown. An allocation of $0.4 million was approved for the consultant study,
as part of the Chinese Society Buildings Matching Grant Program (see RTS 11147 for update).

CITY MANAGER'S/GENERAL MANAGER'S COMMENTS

The Acting General Manager of Planning and Development Services recommends APPROVAL of
the foregoing.

REPORT

Background/Context

The non-profit Chinese family clan and benevolent societies (the “Societies”) were
established over 100 years ago by Chinese immigrants who arrived in Canada in search of a
better life. These organizations were initially formed based on ancestral lineage (usually

surname), geographic areas of origin/ancestral home, or common interests. They provided
social support and general welfare services to their members, and were a critical part of the
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evolution of Chinatown. Together, the Societies tell a common story the immigrant
experience in Canada.

Today, Societies continue to play an important role in the Chinatown economy and the lives of
Chinese-Canadians. There are fifty-six Society-owned buildings in the Downtown Eastside,
twelve of which are heritage buildings in Chinatown and they have been identified as priority
for rehabilitation.

Revitalization of Chinatown

Through community efforts, Chinatown was honoured with the designation as a National
Historic Site of Canada in 2011. In 2012, following a decade of grass root planning process,
City Council adopted the Chinatown Neighbourhood Plan and Economic Revitalization
Strategy, which includes as a priority the restoration of the Chinatown Society heritage
buildings.

Chinatown is now seeing strong development interest, attracting new residents and new
businesses. These changes pose challenging questions about maintaining Chinatown’s
character, heritage conservation and development, revitalization and gentrification.
Rehabilitation of Society buildings provides an opportunity to anchor the rapid changes and
empower the Societies to capture the benefits of a revitalizing Chinatown.

Viewed together as a portfolio, the twelve buildings are substantial real estate assets on
valuable land and have tremendous potential for revitalization. The buildings include 196
units of low-cost housing (50,200 sqft), 54,300 sqft of commercial space, and 59,900 sqft of
cultural programming space. Investing in these buildings can help meet broader
neighbourhood goals such as maintaining affordable housing, revitalizing businesses, and
creating new opportunities for cultural programs, particularly for seniors and youth.

Strategic Analysis

JTW Consulting was retained by the City to develop a rehabilitation program for the
conservation of the Society heritage buildings, which began in March 2015. Funding for the
consultant study was part of the Society Buildings Matching Grant Program (see RTS 11147 for
an update). A memo dated July 29, 2015 presented the preliminary findings to Council. The
Final Consultant Report was completed in August 2015. An executive summary is attached as
Appendix B.

Technical audits were conducted for each of the twelve society buildings in order to observe
their building conditions, and develop a magnitude of costs for rehabilitation. A cost estimate
for rehabilitation is attached as Appendix C.

The building audit found that:

e The average age for the Society buildings is 100 years old.
Due to the nature of their operations, Societies do not generate enough income to
create an adequate repair and replacement reserve. Hence, these buildings have not
had major upgrades since they were built.

e The Society buildings are in sub-standard condition (46% functional) and are on a
predictable trajectory towards dilapidation.

e Major rehabilitation is required within the next 3-5 years to stabilize the buildings and
return them to functional standards.
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Based on the report’s findings and further analysis on rehabilitation options, it is
recommended that a rehabilitation program with a minimum budget of $36 million to be
sourced from a combination of community bonds, equity, loans and grants. The $36 million
Program costs include:

$29 million for building stabilization and seismic upgrades to meet life and safety
standard

$6 million to optimize building uses to generate healthy revenue and enable the
Societies to build a sustainable positive cash flow

$1 million for implementation and mentorship to impart knowledge, tools and
expertise to the Societies so that long-term asset management planning becomes part
of the rehabilitation program

Maintaining current uses and optimizing underutilized spaces

Upgrades to the 156 rooms designated under the Single Room Accommodation (SRA)
By-law

Conservation of heritage elements

The Program objectives are to:

Rehabilitate the twelve society heritage buildings to protect these national heritage
treasures and the traditions and culture that they support

Stabilize and potentially increase the much-needed affordable housing in Chinatown,
particularly for seniors

Strengthen the economy of Chinatown by helping the Societies to provide retail,
commercial and activity spaces and enhance Chinatown as an international tourist
district

Foster the transfer of culture and traditions to younger generations of Chinese
Canadians to enrich Canada as a multicultural society

Intensify the use of the buildings and increase resources for capacity-building of the
Societies to ensure their future

The $36 million budget is for rehabilitation of all twelve buildings. The Legacy Program will
likely be phased over five to 10 years, taking into account funding availability and readiness
of each Society to participate in the Program. Staff will conduct further analysis to assess the
financial viability and development economics of each building for the Legacy Program.

The Program does not include more costly upgrades that might be triggered through a major
change of use or an infill development. These opportunities are considered to be a long-term
plan that could be considered after Societies are able to generate a sustainable positive cash-
flow and a building reserve through stabilizing and optimizing the buildings.

Overall, the study concludes that this is a critical moment for intervention to reverse the
trend of decline and extend the buildings’ life cycle, performance and functional use.

Opportunities for Housing

The Chinatown Societies are important providers of affordable housing in the neighborhood.
The building audit found a total of 196 housing units in five of the Society buildings.
Specifically, two buildings contain 156 rooms that are designated under the Single Room
Accommodation By-law, or about 35% of all SRA designated rooms in Chinatown.
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Some of these units house Chinese seniors and some house low-income residents of the
Downtown Eastside. The Legacy Program includes costs to upgrade the housing units to
protect these important low-cost housing assets. The opportunity to enhance and add
affordable housing in Society buildings could help attract participation from other levels of
government. For example, as part of its support for the Program, the Government of BC has
commissioned the Chinatown Senior’s Housing Feasibility Study. The study is an extension of
the Legacy Program, which looks at seniors housing needs and the ways in which the Society
buildings can play a role in supporting and strengthening the presence of Chinese seniors in
the community. This study is expected to be completed by the end of 2015.

Partnership Development and Fundraising

Given the importance of Society buildings locally and nationally, and the objective of
maintaining affordability, funding for the Legacy Program needs to be a collective effort that
involves various levels of government, as well as community and private donors and investors
(See Appendix D for a list of potential partners).

This report recommends a partnership model to fund the Legacy Program and as a first step,
commit $3.6 million of future development contributions in and around the Chinatown area
as seed funding from the City to the Legacy Program to help leverage additional partner
funding/financing. Staff will report back on the overall program funding strategy including
any strategic partnership and funding opportunities.

A partnership model aligns with The DTES Plan’s Public Benefits Strategy (pages 174 and 175),
which includes a 10-year policy to leverage additional funding to augment current public
benefit funds for the Society buildings.

Capacity Building and Mentorship

The experience from the Society Matching Grant Program (RTS 11147) demonstrates that most
societies do not have the time or expertise to take on complex repair or rehabilitation
projects. To support the Societies in completing their Matching Grants, a bi-lingual consultant
was hired to act as a project facilitator and a central point of contact for the Societies. This
action has shown positive results and completion of grant projects has increased noticeably.

Two capacity-building workshops were also hosted to impart knowledge in the fundamentals
of building maintenance, repair and construction. This approach has been successful and the
Legacy Program recommends a similar capacity building and mentorship component.

Further, the study identified that an intermediary could help fill the gap in skills by
coordinating partnerships, managing funding, and lending technical assistance to Societies.
The Program includes a budget of $1 million to continue building capacity, training and
support the setting up of an intermediary entity.

Consultation with Societies and the Chinatown Society Heritage Buildings Association
A presentation was made to the Chinese Society Heritage Buildings Association (CSHBA) in
August to share the results of the study. A fully bi-lingual executive summary was distributed

to the CSHBA. Each Society also received a detailed technical report for their buildings.

The CSHBA expressed their support for the Legacy Program and has indicated their
commitment to be part of the fundraising efforts. A support letter is attached in Appendix E.
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Implications/Related Issues/Risk

Financial

Below is a high level summary of the consultant’s proposed funding strategies and City staff’s
high level analysis for the Legacy Program which is estimated to cost $36 million.

Scenario 1 (with Mortgage Financing) - Table 1 below illustrates a scenario where the
Societies would finance building upgrades through a mortgage, to be repaid from future
rent revenues. Assuming some level of commercial rental space optimization and modest
lease rates, the anticipated rent revenue could support a mortgage of up to $18 million.
Besides mortgage financing, it is expected that the Societies could contribute up to $1.5

million through member donations and their building reserve funds.

The consultant also recommended the Societies to pursue community bonds as a possible

financing mechanism. Community bonds provide an opportunity for supporters of the

Societies to invest in the buildings directly while receiving a modest rate of return, which
could be an attractive alternative to traditional charitable donations. Investor receptivity

of community bonds - based on issue size, principal, yield, etc. - needs to be further

explored, but initial feedback from VanCity Credit Union indicates that this could be a
viable financing mechanism. Assuming a principal value of $1,000 for each bond, 3% yield,

and uptake of 3,000 bonds, this could generate $3 million of financing.

Table 1 - Funding Strategy with Mortgage Financing (Scenario 1)

Potential Funding Sources

Mortgage Financing $18.0M 50%
Societies’ Contribution S 1.5M 4%
Community Bonds (3% return) S 3.0M 8%
Addition Strategic Partnership/Funding Opportunities $13.5M 38%
Potential City of Vancouver Contribution (<10% of Program Costs) $3.6M 10%
Potential Senior Government Contributions $9.9M 28%
Total $36.0M 100%

Including mortgage financing of $18 million, Societies’ contribution of $1.5 million, and
community bonds of $3 million, the residual funding requirement would be ~$13.5 million.
Should the City contribute 10% of the program budget ($3.6 million) as per DTES Public
Benefit Strategy, ~$9.9 million would need to be secured from senior governments and

other community partners.

Scenario 2 (without Mortgage Financing) - Certain Societies have expressed concerns

over taking on a mortgage to finance building upgrades. Some indicated that their

constitutions restrict their ability to use their property as security for borrowing while

others indicated a general concern of potentially losing their building in the case of a
default. Table 2 below illustrates a scenario where the Societies would not finance

building upgrades through a mortgage.
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Table 2 - Funding Strategy without Mortgage Financing (Scenario 2)

Potential Funding Sources

Mortgage Financing - -

Societies’ Contribution S 1.5M 4%

Community Bonds (3% return) S 3.0M 8%

Addition Strategic Partnership/Funding Opportunities $31.5M 88%
Potential City of Vancouver Contribution (<10% of Program Costs) $3.6M 10%
Potential Senior Government Contributions $22.9M 64%
Potential contributions from other funding partners $5.0M 14%

Total $36.0M 100%

To substitute $18 million of mortgage financing, even with the City contribution of $3.6
million, ~$27.9 million would need to be secured from senior governments and other
community partners.

Staff has reviewed the consultant’s analysis and assumptions, and recommend that more
detailed viability analysis and due diligence be done on a project by project basis as each
project is quite unique with respect to building conditions, rental space capacity and revenue
generating ability. This work will further inform the overall funding strategy, implementation
approach (in phases), and potential strategic partnership/funding opportunities with senior
governments and community partners. As well, staff will continue to investigate viable risk
mitigation strategies for the Societies and community bond investors relating to mortgage
security and other innovative mechanisms.

Consistent with the DTES Plan - which includes a Public Benefits Strategy (pg. 174-175) that
outlines a 10-year vision to leverage partnership funding to revitalize the Society buildings -
staff recommend that Council commit $3.6 million (10% of program costs) from future
development contributions in and around the Chinatown area as seed funding from the City to
help leverage additional partner funding and financing towards the Legacy Program.

With the City’s commitment, the City Manager will also work closely with the Societies to
explore strategic partnership and funding opportunities with the federal and provincial
governments and philanthropic organizations to help fund the Legacy Program. The
Chinatown Society Heritage Buildings Association has indicated their desire to participate in
these fundraising efforts. Staff will report back on the overall program funding strategy
including any strategic partnership and funding opportunities.

Next Steps

Staff has identified the following next steps to establish an implementation plan for the
Legacy Program:

¢ Initiate fundraising efforts in partnership with CSHBA and approach the Federal and
Provincial governments to establish their initial interests to participation in the Legacy
Program

e Approach potential non-profit partners, including, for example, the Vancouver
Foundation, the Chinatown Foundation and VanCity Community Foundation to act as
an intermediary

e Support the Chinatown Society Heritage Buildings Association to continue advocacy
and fundraising with their membership and the wider community
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e Conduct further financial modelling, including identifying strategies to mitigate risks
for Societies and for investors/donors and a phased approach to the implementation of
the Program

e Outline deployment of the Legacy Program, including partners’ roles and
responsibilities

¢ Investigate opportunities for jobs creation tied to community economic development
achieved through Society buildings rehabilitation activities

CONCLUSION

Established upon the ideals of solidarity, mutual dependence and charitable services,
Societies have been part and parcel of the Chinatown community for over 100 years. They
have deep ties in the community and given the right tools and support, they will remain key
contributors for the next century. This means that a program for the rehabilitation of Society
buildings will not only ensure the longevity of these national heritage treasures, but also
ensure investment into a sustainable future for Chinatown. Securing funding support from
senior levels of government is seen as a critical component of this program.

Given the conditions of the buildings and the rising development pressure in the
neighbourhood, time is of the essence for the rehabilitation of Society buildings. It is not too
late to reverse the deterioration of the buildings. A successful strategy for Society buildings
can enhance Chinatown’s uniqueness and help maintain its relevance to future generations.

* % % % %
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Map1.

Twelve Society Heritage Buildings in Chinatown
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Chinatown Society Legacy Project

FIRTSH G N TR ERETE
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Introduction

The City of Vancouver issued an RFP in February 2015 to engage a consultant team to provide
technical services to review and report on the concept of scoping and visioning a major
rehabilitation initiative that focused on the long-term conservation of twelve heritage
designated Chinese Society buildings, located in Vancouver’s Chinatown district. The project
involved collaborating with the societies owning the heritage buildings, their members, and
the Chinatown Society Heritage Buildings Association.

On March 2015, JTW Consulting was selected as the successful proponent to undertake the
project, and the subsequent deliverables required as per City of Vancouver RFP - PS20140893.
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Background

Recognized as a National Historic Site, Chinatown is an important district of Vancouver and a
legacy of Canada’s diversity during its early and formative nation building years. Chinatowns
have existed in Canada since the 1880s, spurred on with the construction of the Canadian
Pacific Railway.

The first Chinese immigrants arrived on the Canadian west coast in 1788 and have since
positively integrated successfully within Canada’s vaunted multicultural society. Prior to 1900,
most Chinese immigrants settled in British Columbia and have over the last century relocated
and spread throughout Canada thereafter.

Chinatown in Vancouver, British Columbia is Canada's largest and most significant Chinese
cultural district. Once considered a hugely vibrant community, the area has since experienced
a downward trend with a decline of long-term residents and businesses which has resulted in
general and progressive deterioration of the areas urban fabric and its most prominent
heritage buildings.



In recognition of this decline, and given Chinatowns historical and ethnic cultural importance,
on July 9 2014, Vancouver City Council approved funding for a matching grant program to
assist Chinese family clans and benevolent societies with critical emergency repairs to help
stabilize their ancestral heritage designated buildings until longer-term conservation solutions
could be explored and developed.

While the Chinatown Society Buildings Matching Grant program is intended to assist the
Societies address critical building repairs, it is not considered sufficient to result in stimulating
major restoration capital renewals, which are considered necessary to preserve the designated
heritage buildings for the long-term benefit of the local Chinese Societies and the wider
regional and national communities of Canada.

As previously noted, the iconic Society buildings are currently on a downward trajectory of
decline and, as such, The Chinatown Societies Heritage Buildings Association was formed to
rally support and advocate for a comprehensive rehabilitation effort as detailed and described
later in this report.
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Purpose

The Chinatown Society Legacy Project RFP deliverables initially focused on identifying and
evaluating technical constraints, such as the physical condition of the society buildings, and
then estimation of subsequent magnitude of renovation costs to cover their refurbishment and
stabilization.

Further evaluation was then required to identify suitable financial tools, business opportunities
and communication strategies to assist in framing the development of a program focused on
responding to the identified rehabilitation demands.

A primary objective of this project was to also collaborate with the Societies and provide
guidance and technical oversight as to the physical condition of their buildings and subsequent
required stabilization renovation costs. Interaction with the Societies also provided a critical
insight as to their capacity to manage and finance on-going maintenance and plan for major
capital renewals.
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Core RFP Deliverables

The Chinatown Society Legacy Project reports on a number of core deliverables, which are
described under the following sections:

Part A - Technical Studies of Society Heritage Buildings
e Review the physical condition of the buildings and complete a high-level condition

assessment

e Develop order-of-magnitude cost estimates for the rehabilitation of the subject
heritage buildings

e Update proforma analysis of 5 completed rehabilitation plans of Society-owned
heritage buildings in Chinatown



Part B — Review of Existing Funding Opportunities and Identification of New Program

e Examine potential funding opportunities / incentives and make recommendations for
key components of a major rehabilitation program for Society-owned heritage
buildings (i.e. Heritage Building Rehabilitation Program, Heritage Fagade Rehabilitation
Program)

Part C—Business Plan & Partnership Development

e Develop a business and partnership strategy plan to leverage City funds and attract
senior government, private sector, and philanthropic partners in the establishment of a
major heritage rehabilitation program for Society buildings in Chinatown.

e Evaluate and contribute to Society capacity building.
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Executive Summary

Heritage conservation in the context of Vancouver's Chinatown should be less about
conserving historical places as yesterday’s museums, and more about preserving the sense of
character, unique identity and cultural history of communities where people live, work and
recreate. This unique area should be where people from all ethnicities can identify and interact.

The Chinese Society Heritage buildings not only have inordinate value as landmarks and icons,
but act as living organic places that are still utilized by society members to practice centuries
old traditions, arts and cultural performances that define ‘old’ china and give ‘new’ Canada its
multicultural sense of being and pride.

The establishment of Societies in the early 1900s, the services they provided, and the functions
they served tell the history of the Chinese immigrant experience in Canada, however this now
at risk and the function and legacy of the Society heritage buildings are in danger of being lost
because of their deterioration and the Societies’ lack of development capacity and capital
rehabilitation funds.

Therefore, Vancouver’s Chinatown presents an opportunity for Canada to take its place on the
global heritage conservation stage to showcase its responsiveness and sensitivities to
preserving its legacy as a nation built off immigration, with a strong and diverse cultural DNA.

Tangible heritage in the form of Chinatown’s archaic built environment, and intangible
heritage in the form of the Societies and the community members that strive to keep their
traditions and culture alive, is pivotal to springboard a much needed urban renewal and
revitalization initiative.

The Societies and the local community are also faced with escalating re-development
pressures, as Chinatown becomes an upcoming desirable neighborhood and sensitive
rehabilitation of Society buildings could counteract the rapid changes taking place in the
community.

The buildings’ heritage status provides some protection from losing the tangible form.
However, if the buildings were sold to non-Society purchasers, we lose significant intangible
values that will impact the physical, social, and economic viability of Vancouver’s Chinatown
and its identity and prominence as a National Historic Site.

As evident in renowned culturally rich Cities throughout the world such as Paris, London,
Rome, New York and Buenos Aires, retention of heritage fabric has been paramount in their
ascendancy as global icons as places to live, work and visit.



The business case for retaining heritage and culture is not complicated or difficult to
comprehend as the legacy we leave behind is what defines and judges us as a by gone
civilization:

e Conserving heritage buildings retains not only bricks and mortar but also the history,
character, culture and identity of past and current communities;

e Urban revitalization spurs economic growth, particularly in the artistic, innovative and
creative industries;

e When coupled with arts and culture initiatives, heritage and historic asset conservation
promotes cultural and global tourism.

The Society Buildings have the potential to become the backbone of a much needed
revitalization of Vancouver’s Chinatown district, however as this report has identified there are
a number of challenges, constraints and potential solutions to consider and evaluate in an
effort to support and facilitate the conservation of the Society buildings.

Technical review has identified that the Society buildings as a portfolio is on a predictable
downward trajectory of decline and eventual dilapidation. It has been concluded that without
an intervention in the form of a major rehabilitation program, the Society buildings will
ultimately be rendered dilapidated and uninhabitable.

Now should be considered a critical moment for intervention to reverse the trend of decline
and extend the buildings’ life cycle, performance and functional use.

Many societies, while having some capacity to oversee minor repairs to their buildings, do not
have the expertise to undertake a large rehabilitation project and may view the work involved
as a burden and risk. An entity, be it a public agency or a community organization, is needed
to coordinate partnerships, manage funding, and lend technical assistance to realize the long-
term value of a rehabilitation program.”

Renewal of the buildings also presents an opportunity to engage the younger Chinese
generation and grow Society membership
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Key Findings

At an executive level the following key findings provide a snapshot of report outcomes:

Part A — Technical Studies of Society Heritage Buildings

Condition & Rehabilitation Demands

On grading scale from A (new condition) B, (functional condition) C, (sub-standard
condition) and D, (dilapidated condition) the Society buildings as a portfolio would be
considered C -

On a building condition index scale of 100%, the Society buildings score an average of
46% (sub-standard condition)

A major rehabilitation intervention is required within the next 3 — 5 year to stabilize the
Society buildings

A significant amount of heritage fabric has been lost and removed due to design trends,
funding pressures and a general lack of maintenance and repair

Exterior fabric for all buildings is in general need of major repair or renewal and existing
fire and building safety systems are obsolete and in need of upgrading

The rate of building deterioration will accelerate due to the archaic construction
materials reaching the end of their expected life span

Rehabilitation and restoration is required to stabilize and return the Society buildings
and their major components to functional and serviceable standards

Building Use & Limitations

Adaptive repurposing limited by archaic construction and hazardous materials;

Major adaptive scopes of work and changes in use would trigger cost prohibitive code
mandated seismic upgrades;

Societies currently operate the buildings for community use rather than revenue
generation and financial benefit;

Magnitude of Cost & Financial Capacity

A minimum $36 million magnitude of cost budget has been estimated to implement a
program to rehabilitate and stabilize the Society buildings;

Societies reported that they do not have funding reserves in place to cover major
repairs or capital renewals;
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Reported Society revenue streams from commercial operations is not sufficient to
cover debt financing to levels that would be required to stabilize the buildings;

Society members and their constitutions are resistant towards debt and traditional
forms of financing.

Society Capacity

Societies reported and acknowledged that they do not have sufficient expertise to
manage a gradually deteriorating portfolio of aging heritage designated buildings;

Societies however have indicated their commitment to support a rehabilitation
program and play a pivotal and active part in its implementation

The average age of Society members has been reported at 67 with lay volunteers
tasked with management of the building repair and maintenance;

Society membership is dwindling and attracting intergenerational participation is
difficult, but increased efforts are being planned and made to involve younger
members.
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Part B - Review of Existing Funding Opportunities and Identification of New Program |
Intervention & Rehabilitation Funding Sources

Potential opportunities to raise community-based capital were identified from the following
key sources;
e Inter-governmental departments;

e Investment and loan funds that bring private sector investments to social purpose real
estate projects from across Canada;

e Other social finance opportunities (e.g. foundation investments, community bonds and
equity from society members) that help to address capital gaps and contribute to
financially sustainable approaches to rehabilitating the Society buildings;
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Partnerships and financing deals were explored that;

Maximize the potential for innovation and impact;
Leverage a broad network of potential partners;

Connect the Society Building Rehabilitation projects into the broader social purpose real
estate development infrastructure, including private and public sources of support;

Facilitate access to other funding opportunities; and,

Build capacity with the Societies to develop and operate high impact real estate projects
in service of Chinatown and the communities it serves.
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Part C — Business Plan & Partnership Development
Business Case

The goal of the business case is to place the proposed $36 million rehabilitation program for
the 12 Chinatown society buildings in the context of a strategic investment. It provides a high-
level analysis, at both the portfolio and building scales to help potential funders and partners
make informed decisions about their participation.

The portfolio scale financial analysis helps funders assess the potential impact of the
rehabilitation program. It asks the question of whether rehabilitation will create more value
than the cost.

Using the capitalization approach to calculate an approximate valuation for the buildings
before and after rehabilitation, the analysis finds that rehabilitation has the potential to add
$13.8 million in value.

Albeit the increase in value, the business case also points out that the analysis assumes an
increase in lease rates closer to market comparable’s after rehabilitation. This could accelerate
the rate of change in Chinatown and displace many existing residents and businesses.

The Chinatown neighborhood plans advocates for an affordable, inclusive, multi-cultural, and
inter-generational district. The analysis demonstrates that while the increase in real estate
value may justifies the rehabilitation cost by the numbers, the contribution of public and
community funding is critical to moderate market forces to achieve broader community goals.

Following the portfolio scale examination, the business case presents a building scale financial
analysis that aims to help funders and Society members begin a discussion about the long-
term impact of rehabilitation. The analysis uses a typical building — four-storey on a 25-foot by
122-foot lot — to demonstrate the financial position before and after rehabilitation.

Currently, many Society buildings do not generate enough income to create an adequate
repair and replacement reserve. The proforma analysis shows that a rehabilitation program
would reverse this deteriorating trend by helping Societies achieve a healthy income stream to
maintain the building over the long term. While the proforma analysis puts forth the uses in a
typical building, there are many more potential uses for the spaces inside Society buildings.

The increase in net operating income would support various financing options. The business
case presents three scenarios: 1) a grant-centric model; 2) a revolving fund model; and 3) a co-
investment model.

The business case also presents the development opportunities within the Chinatown context.
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It maps out specific activities through the lens of Chinatown as an activity precinct and the
potential opportunities for the 12 Society buildings within this wider context. The business
case concludes with identifying risks and mitigating solutions related to the financial analysis.
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Communication Strategies

The communications strategy developed for this report is intended to increase awareness of,
and interest in, the Vancouver Chinatown Society Legacy Program amongst potential
provincial, federal and philanthropic funding sources.

Key Messages -

e The Vancouver Chinatown Society Legacy Program — a proposed minimum $36 million
rehabilitation program for 12 Chinatown society buildings — is a key step towards the
revitalization of Vancouver’s Chinatown district.

e The program provides an opportunity to anchor the rapid change in Chinatown and to
ensure the community’s connection to the past and relevance in the future.

e Revitalization of Vancouver's Chinatown district requires a concerted effort between
Chinese building societies, all levels of government, and other partners.

Key Features & Benefits —

e Focuses on 12 Chinese Society buildings that represent a unique cultural asset for
Vancouver, British Columbia and Canada

e Provides an integrated approach to urban conservation of both intangible and tangible
heritage assets

e Views Vancouver's Chinatown district as a living community not merely a historical
monument

e Acknowledges and addresses the tension between heritage preservation and
development; revitalization and gentrification

e Engages directly with the Chinese building societies, whose continued presence is central
to revitalization efforts

e Rehabilitating society buildings meets multiple objectives: providing housing, sustaining
culture, providing social places and preserving an integral part of Chinatown's character.
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Conclusion

Chinatown holds significant tangible and intangible value to the people of Vancouver, British
Columbia, and Canada. Benevolent Societies and Family Associations are an integral part of
Chinatown. The establishment of Societies in the early 1900s, the services they provided, and
the functions they served tell the history of the Chinese immigrant experience in Canada.

It is evident from the findings in this report that without a major rehabilitation program
supported by a collective effort including inter-governmental, private, community and Society
participation the 12 buildings and the tangible and intangible heritage value they represent are
at serious risk of vanishing along with the cultural and economic pulse of Chinatown.

Viewed as a portfolio, these buildings serves as Chinatown’s cultural anchor. It has tremendous
potential for cooperative efforts to revitalize the historic district. Furthermore, the
rehabilitation of these Society buildings maintains not only the physical structure, but also the
cultural traditions and activities that the buildings support.
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Rehabilitation Costs Summary
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PAGE 1 OF 2

List of Potential Funding Partners

Federal Government

Potential Partner Category

Potential Partner

Tool / Role

Funding Partners

Heritage Canada National
Trust for Canada

Canada 150 Community
Infrastructure Program

Partnership Approach: Main Street
Regeneration

Government of Canada

Federal Immigrant Investor
Program / Immigrant Investor
Venture Capital Fund

Canada Mortgage and
Housing Corporation

Pre-development Funds
({Affordable Housing)

Community Forward Fund
Assistance Corporation

Debt Financing

Technical Partners

Government of Canada

Debt Financing: Loan Guarantor /
Post Security

Advocacy Partners

Minister of National Defence
and Minister for
Multiculturalism

Federal Grant Application Support

MP Vancouver East

Federal Grant Application Support

Provincial Government

Funding Partners

Ministry of International Grant
Trade (responsible for Asia

Pacific Strategy and
Multiculturalism)

Heritage BC Grant

Province of British Columbia

Debt Financing: Loan Guarantor /
Post Security

Advocacy Partners

Ministry of Community,
Sport and Cultural
Development

Provincial Grant Application
Support

Ministry of Jobs, Tourism
and Skills Training

Provincial Grant Application
Support

MLA Vancouver-Mount
Pleasant

Provincial Grant Application
Support




APPENDIX D
PAGE 2 OF 2

Potential Partner Category  Potential Partner

Municipal

Tool / Role

Funding Partners

City of Vancouwver

Heritage Building Rehabilitation
Program: Property Tax Exemption

Heritage Facade Rehabilitation
Program: Facade Grants

Heritage Building Rehabilitation
Program: Transferrable Bonus Density

Technical Partners

City of Vancouwver

Community Bond: Post Security

Debt Financing: Loan Guarantor / Post
Security

Charitable Foundations / Not-for-Profits /

Private Investors

Funding Partners

Vancouver Foundation

Charitable Foundation: Donor Advised
Funds

Charitable Foundation: Program
Related Investments

Vancity Community
Foundation

Charitable Foundation: Donor Advised
Funds

Charitable Foundation: Program
Related Investments

Andrew W. Mellon

Arts and Cultural Heritage Grants

Foundation
Fei and Milton Wong Charitable Foundation: Donor Advised
Foundation Funds

Charitable Foundation: Program
Related Investments

The Getty Conservation
Institute

Heritage Grant

Private Investors

Charitable Foundation: Donor Advised
Funds

Community Investment Co-operative

Social Equity Investments

MNot-for-Profit

New Market Funds (Affordable
Housing)

Technical Partners

Charitable Foundation /
MNot-For-Profit

Community Bond: Issuer
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CHINATOWN SOCIETY HERITAGE BUILDINGS ASSOCIATION
C/O 118 KEEFER STREET EAST VANCOUVER, BC V6A 1X4 (604) 879-5550

October 21, 2015

Brian Jackson, General Manager, Planning and Development Services
City of Vancouver

453 West 12th Avenue

Vancouver, BC

V5Y 1V4

Dear Mr. Jackson:

We would like to thank the City Council and staff for the continuous support of the various
Chinatown initiatives, including this latest one — the Chinatown Society Legacy Project.

The report by the consultants on the Chinatown Society Legacy Project reviewed the conditions
of the buildings, made some cost estimates for the potential rehabilitations and updated the
analysis of the feasibility studies done previously.

As identified by the report, the estimated cost to rehabilitate and stabilize the buildings is a
minimum of $36M. We need to make strategic partnerships with other organizations, and with
the provincial and federal governments to explore funding opportunities.

The Societies and Vancouver Chinatown have played an important role in the history of
Canada. Chinatown’s significance has been reaffirmed by its recent designation as a National
Historic Site. The rehabilitation of these society owned buildings will help ensure future
generations of Canadians will continue to appreciate the multicultural dynamics of our country.

Housing is a key component as the society buildings have traditionally provided affordable
housing in the neighbourhood, many of their tenants are Chinese seniors. There are 196
housing units in five of the Society buildings, two of which are SRA designated. The
rehabilitation of Society buildings will also provide an opportunity to upgrade these important
housing units.

Our association wholeheartedly supports this report and the staff’s effort to seek Council’s
support in establishing the Chinatown Society Legacy Program. The funding required is very
significant. Our organization and member societies recognize there will be many fundraising
activities we have to undertake. We are committed o organize and participate in any
delegations to approach senior levels of government and other organizations for support.

Yours truly,
Fred Mah
Chair
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