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COMBINED REPORT: FINANCIAL ANALYSIS OF POSSIBLE CHANGES TO EXISTING ZONING IN FALSE CREEK FLATS

Overview
The City of Vancouver is preparing a new plan for False Creek Flats. This plan will contain land use and
urban development policy for this large precinct which is mainly occupied by employment uses.
The planning proposals for the area include policies that will encourage densification of employment uses
while continuing to accommodate industrial type uses that are important to the economic base of the City, as
well as policies intended to accommodate new residential uses in some parts of the area.
The City retained Coriolis Consulting Corp. to provide market and financial analysis inputs to the planning
process. The Coriolis inputs included analysis of the financial implications of the various land use and urban
development policies under consideration.
Because the planning proposals evolved over time, Coriolis was asked to provide inputs at different points in
the process. As a result, Coriolis produced four different documents at different times. These reports were
intended to address specific questions posed by the planning team as policy directions emerged and evolved.
Consequently, some of the analysis in the early work was superseded by subsequent analysis, both because
the nature of the City policies and questions changed and because in some cases changing market conditions
required updates.
The four documents are:
•

23 January 2017, draft report entitled “False Creek Flats Economic Analysis: Evaluation of Proposed
Changes to Existing Zoning”. This is attached as Part 1.

•

17 March 2017, draft report entitled “Supplemental Review of Possible Zoning Changes in False Creek
Flats”. This is attached as Part 2.

•

20 March 2017 draft report entitled “Supplemental Review of Possible Zoning Changes in False Creek
Flats”. This is attached as Part 3.

•

2 May 2017, draft report entitled “Supplemental Review of Possible Zoning Changes in False Creek
Flats”. This is attached as Part 4.

This document combines all of these reports, in chronological order. There has been some limited editing to
the original drafts for continuity.
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1.0

Introduction

1.1

Scope

The City of Vancouver has engaged Coriolis Consulting to provide economic analysis inputs to the creation
of a new plan for False Creek Flats. This economic analysis has two main components:
•

Analyzing the potential redevelopment of the block of City-owned lands near the intersection of Main and
Terminal, in order to estimate the ability of these lands to be developed in a way that delivers public
benefits that might include: resources that enhance economic development opportunities; amenities that
benefit the community or provide social infrastructure; affordable housing; cash that the City can apply to
other projects; or some combination.

•

Analyzing potential changes to the existing zoning on the employment lands in False Creek Flats, to
encourage forms of development that are in line with the emerging vision for how this area could
contribute to the local and regional economy.

A separate report covers the analysis for the City-owned lands. This report summarizes our analysis of the
potential changes to existing zoning.

1.2

Professional Disclaimer

This document may contain estimates and forecasts of future growth and urban development prospects,
estimates of the financial performance of possible future urban development projects, opinions regarding the
likelihood of approval of development projects, and recommendations regarding development strategy or
municipal policy. All such estimates, forecasts, opinions, and recommendations are based in part on forecasts
and assumptions regarding population change, economic growth, policy, market conditions, development
costs and other variables. The assumptions, estimates, forecasts, opinions, and recommendations are based
on interpreting past trends, gauging current conditions, and making judgments about the future. As with all
judgments concerning future trends and events, however, there is uncertainty and risk that conditions change
or unanticipated circumstances occur such that actual events turn out differently than as anticipated in this
document, which is intended to be used as a reasonable indicator of potential outcomes rather than as a
precise prediction of future events.
Nothing contained in this report, express or implied, shall confer rights or remedies upon, or create any
contractual relationship with, or cause of action in favor of, any third party relying upon this document.
In no event shall Coriolis Consulting Corp. be liable to City of Vancouver or any third party for any indirect,
incidental, special, or consequential damages whatsoever, including lost revenues or profits.
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2.0

Emerging Directions for False Creek Flats

The City of Vancouver is preparing a new plan for False Creek Flats, a large area occupied by a diverse array
of employment uses. The need for this new plan has been triggered by recent and impending changes in
land use, transportation, and employment in the area. The situation can be summarized as follows:
•

The area contains railyard, warehousing, and manufacturing uses that are a key part of the City’s
industrial employment base. However, the low density, low land values, older buildings, and favourable
zoning have also attracted a diverse array of office, retail, technology, arts, and food related business.
The area is home to an unusual mix of traditional and new enterprises.

•

The new campus of Emily Carr University of Art and Design, currently under construction, and the
proposed major health care campus that will replace St. Paul’s Hospital will inject new employment and
draw new businesses.

•

New east-west arterial road routes are likely to be constructed in the area, as part of the road network
changes associated with the removal of the Georgia Viaducts.

•

Commercial uses, which can pay a large premium for the area’s accessibility and centrality, and higher
density office uses allowed under existing zoning, are pushing up land values and rents, which can cause
difficulty both for the older industries and the newer emerging arts, food, and tech enterprises that have
clustered in the area.

•

The area has two rapid transit stations and will get a third if the Broadway extension proceeds as planned.

•

Some of the land is zoned for residential use, so there is potential for the addition of market housing and
social housing in the area.

These changes create opportunities to establish and reinforce new economic clusters (in health, arts, tech,
and green technology for example) that offer good quality employment and are consistent with the City’s
green policy objectives, but accommodating these uses could also put pressure on the older, low density
industrial uses which are important to the City’s economic base. Adding residential can add to the vitality of
the area, help attract businesses, allow people to live and work in the same neighbourhood, and create land
value that could fund investments in amenities, although residential use must be carefully planned or it will
cause huge upward pressure on land values.
The planning process so far has included extensive public and stakeholder engagement, land use planning
and urban design work, Vancouver Economic Commission research, and inputs from Council and various
City staff teams including housing, real estate, and planning.
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Exhibit 1: Overview of the False Creek Flats

Source: Base map from City of Vancouver, “The Flats Area Profile: An Overview of Your False Creek Flats”. Features added by Coriolis Consulting.
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A high level economic vision for the area is emerging, with these elements:
•

Retain the existing transportation, warehousing/distribution, and service businesses that are vital to the
City’s economic base and that serve the City’s high density office core and residential areas.

•

Intensify the use of employment lands, while limiting any impairment of the area’s ability to accommodate
traditional industrial and service uses.

•

Create opportunities for specialized clusters that are particularly suited to the area, such as health, arts,
technology, green tech, food processing, materials management/processing, and energy.

•

Explore the potential to increase density on lands that allow residential use.

•

Use gains in land value, from new uses or more density, to fund public benefits that enhance the area or
meet civic objectives. Public benefits might include supports for specific economic clusters, social
purpose spaces, contributions to local infrastructure/amenity, or affordable housing.

In order to refine this vision and create a detailed plan for the Flats, the City wants to test the financial viability
of some of the land use and urban form options that are being explored. The City also wants to test the
potential for generating community amenities by allowing higher density in selected locations.
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3.0

Study Area

False Creek Flats is a large, diverse employment precinct just east of Downtown. The area is occupied
mainly by a mix of industrial and commercial uses and it has well-defined edges, bounded by Main Street on
the west, Prior Street/Venables Street on the north, Clark Drive on the east, and Great Northern Way on the
south. The area is about 450 acres including roads, or about 367 acres excluding roads, and is estimated to
contain over 8,000 jobs.1
Exhibit 2 shows the boundaries of False Creek Flats.
Exhibit 2: False Creek Flats Study Area

Source: Base map from City of Vancouver, “The Flats Area Profile: An Overview of Your False Creek Flats” (dots indicate location of public art).

1

The City’s False Creek Flats Planning Program website reports that there are about 8,000 jobs in the area, which is a figure that
appears to have been generated by Climate Smart Businesses Inc. as part of its work on the False Creek Flats Business Energy
and Emissions Profile (BEEP) in January 2015. We note that this figure was calculated by Climate Smart by extrapolating actual
employee data gathered through surveys of about one third of the businesses in the Flats and it excludes jobs in 29 transportation
and warehousing businesses in the Flats, so we would characterize it as an estimate.
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Key features of this area include:
The area’s features create an extraordinary opportunity for a mix of residential, commercial, and compatible
industrial development that can contribute to a wide range of City economic, social, housing, and
environmental objectives. In previous work for the Vancouver Economic Commission2 we identified this
precinct as an opportunity to combine office, retail, restaurant, incubator, arts/cultural, creative manufacturing,
amenities, and housing in an intensive, transit-oriented, mixed use urban innovation precinct.

2

The Future of False Creek Flats: An Economic Vision to Guide a New Area Plan, February 2016, Coriolis Consulting Corp.
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4.0

Existing Zoning, Development Trends and Land
Values

Current zoning in the False Creek Flats allows a wide variety of light industrial uses and compatible service,
high technology, office, and retail uses in several different zoning districts, as well as residential use in a few
small pockets. Existing zoning is shown in Exhibit 3.
Exhibit 3: Existing Zoning in the False Creek Flats

Source: Base map is from the City of Vancouver’s VanMap system. Zoning is as of February 2016. Areas labelled by Coriolis Consulting.

Exhibit 3 also shows the study area divided into five subareas that have very different characteristics and
prospects for future use:
A. This large area contains most of the older transportation, warehousing, light industrial, service
commercial, and retail uses as well as new commercial use such as auto dealerships. There are few new
office developments and some older industrial buildings occupied by new uses including arts, culture,
craft brewery, food and others. This part of False Creek Flats has a wide variety of employment in a wide
variety of sectors that are industrial or service oriented.
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B. This area has been developed with higher density office use. These office users could have been in
higher density locations (e.g. downtown or Broadway) but they took advantage of I-3 zoning to create a
business park form.
C. This area is earmarked for the new health care precinct focused on the new St. Paul’s Hospital.
D. This area is a very special and different precinct. All the land is owned by the City, the parcels are small,
there is fine grained street network, and some of the land is zoned to allow high density residential use.
E. This area is eclectic. The new ECUAD campus is being built here, there is mix of older service commercial
and industrial uses, and some sites are zoned to allow live-work residential use.
Existing zoning, development patterns, and land are summarized in Sections 4.1 to 4.4.

4.1

Lands Zoned I-2

Existing Zoning
The intent of the I-2 zone is to allow industrial and other uses that are normally incompatible with residential
land use, but not uses that are potentially dangerous. Uses in the I-2 zone are intended to provide
employment, services, and other uses that are essential for the city to function as well as some office, and
retail uses. The maximum density permitted in the I-2 zone is FSR 3.0, although there are restrictions on the
amount of floor space that can be occupied by specific uses. Because of these restrictions and because of
strong commercial interest in parcels with frontage on major roads, the full density of the I-2 zone is not
usually obtained. Some of the I-2 lands in the study area (at the western end) are in the False Creek Flats
Rezoning Policy Area, which permits additional general office use up to FSR 3.0. A copy of the Policy is
included in Appendix 1 along with the I-2 zoning district schedule.
Development Pattern
The I-2 zone is largely occupied by older low density industrial uses, but there has been some recent
development on vacant land along Terminal Avenue. In areas of the I-2 zone that are in the False Creek Flats
Rezoning Policy Area, most new projects have elected to rezone in accordance with the Policy and develop
into general office at the maximum density. On I-2 sites located outside the Policy Area, most sites have
developed into new vehicle dealerships. Sites with good exposure such as those along Terminal Avenue
seem to be preferred, although a few I-2 sites with less exposure, such as along Evans Avenue, have also
been popular for vehicle dealer development. The true industrial uses in the study area (transportation,
warehousing, light manufacturing) are in older buildings. Most new development is not industrial in character
and is using the potential in the I-2 zone (or rezoning to I-3 where applicable) to accommodate higher value
uses such as office, commercial, or mini storage.
Land Values
For sites located in the False Creek Flats Rezoning Policy Area, the highest and best use is to rezone in
accordance with the policy and develop an FSR 3.0 office building. The land value in this zone that is
supported by office at FSR 3.0 is about $15 million per acre (see Appendix 3, Attachment 1 for additional
details).
For I-2 sites located outside the False Creek Flats Rezoning Policy Area, the highest and best use for the
sites is to develop auto-oriented retail development. Auto-oriented retail uses can pay retail land prices and
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outbid industrial uses for land. The land value supported by I-2 development (excluding car dealership or
rezoning to I-3 office at FSR 3.0) would likely be in the range of $3 million to $4 million per acre if land values
were really constrained by the need to accommodate industrial use with firm limits on retail and office space.
However, the non-industrial uses (particularly car dealership) have pushed up land values beyond what is
affordable for industrial use.
Challenges
The challenge in the I-2 zone is that it is intended to accommodate industrial use, but whenever possible the
market has taken advantage of opportunities for retail, service, or office uses. Under existing zoning, over the
long term it will be increasingly difficult for low density transportation, warehousing, and light manufacturing
use to remain here because of rising land values.

4.2

Lands Zoned I-3

Existing Zoning
The intent of the I-3 zone is to allow technology office and related uses along with other traditional light
industrial uses. This district also allows a limited amount of cultural, recreational, and service uses.
Residential is only permitted as an accessory use. The maximum density permitted in the I-3 Zone is FSR
3.0, though there are some restrictions on the amount of floor space that can be occupied by some uses. The
I-3 zoning district schedule is attached in Appendix 1.
Development Pattern
The I-3 zoned land in the study area is mostly occupied by lower density industrial and service buildings.
There have been some new developments including office projects, a music instrument sales and education
centre, and a one storey, fast food use.
Land Values
The highest and best use for I-3 sites is to develop an FSR 3.0 office building. Existing land values in this
zone are estimated to be about $15 million per acre. For additional details on existing land value in the I-3
zone, see Appendix 3, Attachment 7.
Challenges
This area has come to be seen as a retail and office district, with little “industrial” use except where land is
occupied by long term transportation use that has no option but to remain. Under existing zoning, future
development will likely be entirely office and commercial. It is unlikely that much new industrial space will be
constructed.

4.3

Lands Zoned IC-3

Existing Zoning
The intent of the IC-3 zone is to allow a mix of light industrial, arts, theatre, residential, and related uses.
Limited service, office, and retail uses compatible with the primary uses are also permitted. The maximum
permitted density is FSR 3.0, but there are floor space restrictions for some of the allowable uses. The IC-3
zoning district schedule is attached in Appendix 1.
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Existing Development Pattern
The IC-3 zoned land in the study area is mostly occupied by older low density service and industrial buildings.
The most recent development is a live/work residential development for artists.
Existing Land Value
The highest and best use for existing IC-3 zoned sites is to develop an FSR 3.0 mixed-use building with a
mix of live/work artist’s lofts (using FSR 2.5) and some retail and office space. Existing land value in this zone
is estimated to be about $38 million per acre, which is driven by high residential land values. For additional
details on existing land value in the I-2 zone, see Appendix 3, Attachment 8.

4.4

Lands Zoned IC-2

Existing Zoning
The intent of the IC-2 zone is to allow light industrial uses that are compatible with adjacent residential and
commercial districts This district also allows a limited amount of arts, culture, retail, office and service uses.
Residential is permitted only as an accessory use. The maximum allowable density is FSR 3.0. The IC-2
zoning district schedule is attached in Appendix 1.
Existing Development Pattern
Only a few parcels in the study area are zoned IC-2 and they are occupied by older low density service and
industrial buildings. There has been no recent development in this zoning district.
Existing Land Value
While this zone allows up to FSR 3.0, only FSR 1.0 is available for non-industrial use. Based on existing
allowable uses, the highest and best use for existing IC-2 zoned sites is to develop an FSR 1.0 mixed-use
building with office and retail uses, because new industrial space is likely to only work on the ground floor
and does not support much land value. Sites zoned IC-2 in the study area are well located for retail and office
use and have good exposure to Main Street and East 2 nd Avenue. The allowable uses in this zone support
a land value of about $5.0 million million per acre. See Appendix 3, Attachment 9. Aggressive assumptions
about retail or service commercial rents might push this value to $7.0 million.
However, sites in this zone are assessed at between $20 million and $25 million per acre and there has been
at least one transaction over $15 million per acre. These values suggest that the market is pricing in
expectations about rezoning (presumably including residential expectations, given these numbers).
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5.0

Proposed Zoning Changes and Financial Impacts

To better align existing zoning and the future planning direction for the False Creek Flats, the City is
considering various potential changes to key zoning districts in study area. The City is interested in how these
changes may impact future development prospects in the False Creek Flats and has asked Coriolis
Consulting to evaluate the potential changes. We evaluate the financial impact of each proposed change in
each zoning district in the sections that follow. For details on the major assumptions used in the financial
analysis, see Appendix 2.
Our financial analysis has these main components:
•

We estimate the market value of the lands under existing zoning/policy.

•

We then estimate the market value of the lands based on the proposed changes considered by the City
to identify impacts.

The methodology for the financial analysis is as follows:
•

For each type of zoning, we estimate the land value (in dollars per square foot of buildable space)
supported by the highest and best use under existing zoning/policy. These land values are estimated
using use pro formas that calculate residual land value, calibrated and confirmed using sales evidence
for similar development sites. These land residuals assume that developers pay all normal costs and fees
and assume that all uses (including rental housing) require provision for developer profit.

•

For each proposed change to the existing zoning, we then estimate the impact on existing land value.
For proposed changes that negatively impact land value, we also calculate the break-even density that
would be required to result in no loss in land value.

The results of the financial analysis are shown by zoning district.

5.1

Possible Changes in I-2 Zone

1. Expanding allowable uses to Include Creative Manufacturing, Performance Venue, Restaurant,
Cabaret, or Hall
Some of these uses already occupy light industrial areas in the City including the False Creek Flats, indicating
that some of these users can pay market rent. We were unable to find any evidence that some of these uses
(such as creative manufacturing), would be willing to more than light industrial market rents. Some of these
uses, such as Performance Venues, are unlikely even to pay market rent rates. Increasing the allowable uses
to include the above uses will increase flexibility to property owners and contribute the diversity of activity in
the area, but is unlikely to result in any financial upside or increase in land value.
2. Requiring new auto-oriented retail to make full use of the density permitted in I-2
Automobile-oriented uses are willing to pay a premium for sites in this area (taking advantage of the area’s
accessibility, exposure, and centrality), even though they are “under-using” the development potential in the
I-2 zone. While an office developer would use the full FSR 3.0, a “retail” user is buying a business site not a
development opportunity.
So, the City is considering a revision to zoning that only allows auto uses if the full density is used. This would
mean adding light industrial use at grade under the car dealerships (unlikely) or adding office space above
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the car dealership. The office development entitlements contribute to land value (about $110 per sq. ft.
buildable for office) and would generate enough rental revenue to be viable, but auto-oriented retailers do not
appear to be financially motivated to tap these development entitlements in the False Creek Flats. Most autooriented retail space in the False Creek Flats is currently owner-occupied. It seems likely that these owners
are not interested in taking advantage of their unused development potential perhaps because of design and
operational constraints inherent in adding new uses on top. It is notable that in locations like Burrard Street
some new dealerships have used full development potential, but upper floor use has included residential
which generates considerably more revenue than office.
Unless the City stops allowing projects that do not make full use of the allowable density, the current pattern
will continue. One option of course is to eliminate auto dealership as allowable use. Failing that, it is
reasonable to make this use conditional on using the full FSR, with some type of office or creative
manufacturing above the auto use. This policy is not likely to put much pressure on land values, which are
being driven by the commercial opportunity, so the policy should be regarded as a means of ensuring full
utilization of employment capacity in new development projects.
3. Above Grade Parking
If above grade parking is excluded from FSR, it is likely that some developers will build it because it results
in lower construction costs. The value of light industrial space and office space per square foot buildable is
higher than the cost savings associated with above grade parking so it is unlikely that any developers building
multi-tenant buildings will choose to build above grade parking if it is included in FSR. For additional details
on the impact of including above grade parking in FSR, see Appendix 3, Attachment 2.
Allowing above grade parking that is excluded from FSR could make light manufacturing and office uses
more attractive by lowering construction costs. This would make these uses more competitive with sole-tenant
users such as car dealerships, which have rarely used all the density allowed in the in the I-2 Zone.
4. Roof structures suitable for urban agriculture
We tested the impact of including a requirement for a green roof that can be used for urban agriculture in the
I-2 Zone There are 2 major types of green roofs, extensive and Intensive systems. Extensive roof systems
have a thin layer of growth media and a basic irrigation system. They also add minimal weight to a roof system
so they are the most economical type of green roof to build. Extensive roof systems typically cost between
$10-$30 per square foot. Intensive roof systems have a thicker growth media layer and a more advanced
irrigation system. Intensive roof systems increase the load on the roof structure and use more materials, so
they typically cost between $30-$150 per square foot to build. For rooftop space to accommodate urban
agriculture, we assume an intensive green roof system would need to be used. It is also important to note
that multi-storey buildings involve less cost to add a green roof system because the structure is already
designed to carry the load of multiple floors. Single storey industrial buildings involve more cost to add a
green roof system because they have large unsupported spans that only need to support the roof structure.
This does not factor in some of the added financial benefits of a green roof system, which include:
1. Lower building heating and cooling costs.
2. Longer roof membrane life due to growth media shielding the membrane from ultraviolet light exposure
and temperature fluctuations.
3. Revenue from urban farming potential.
There are also some added costs that need to be considered, which include:
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1. Ongoing maintenance costs.
2. Higher replacement costs when the roof membrane has reached the end of its useful life.
Overall, there is likely to be a significant capital cost increase from requiring developers to include roof
structures that are suitable to accommodate urban agriculture. The added financial benefits from a green roof
system are mostly offset by increased operating costs.
We estimate that a developer would need approximately FSR 0.2-0.7 of bonus office density to offset the
capital cost of providing a green roof structure. For additional details on the impact of requiring roof structures
suitable for urban agriculture, see Appendix 3, Attachment 3 (low cost scenario) & Attachment 4 (high cost
scenario).
5. Art, light Industrial, Incubator, and Food Production Space
There is evidence that art, light industrial, incubator, and food production are already occupying older
industrial space in the study area, indicating that at least some of these kinds of users can pay market rents
(which are lower in older buildings). Because we rarely see these uses outside industrial areas, it is unlikely
that these kinds of tenants can pay more than industrial lease rates. Requiring these uses in any new
development imposes restrictions that may negatively impact project performance and land value, such as:
•

Smaller prospective tenant pool which could lead to longer lease-up times and increased vacancy.

•

In areas of the I-2 district where the False Creek Flats Rezoning Policy allows office uses with rezoning,
there will be a negative impact on revenues because office space is a more valuable land use.

•

Some of these uses may be incompatible with uses already permitted in the I-2 zone.

The amount of additional density that would need to be granted to offset requiring these uses is dependent
on the amount of space that would be required. For the purposes of this analysis, we assume one floor of the
building would be required to accommodate these uses. We estimate that an additional FSR 1.2 of office
would need to be granted to offset the loss of office/auto-oriented retail floor space to one of these required
uses. For additional details on the financial impact of requiring these specific uses, see Appendix 3,
Attachment 5.
6. Re-thinking I-2, including eliminating auto dealership, eliminating rezoning to office at FSR 3.0, and
requiring industrial use at grade.
Another option being considered is to retool the I-2 zone to reduce office and commercial use that could be
in other locations. The intent would be to protect the capacity for industry, certain kinds of tech uses, creative
manufacturing, and other employment uses that cannot afford to locate in denser office and commercial
settings.
Assuming the intent is to restructure the zone in favour of the desirable employment uses without causing a
dramatic reduction in land value, we tested the implications of a building form in which the ground floor must
be used for industrial use and the upper floors can be used for creative manufacturing, tech uses, and office
uses. We estimate that requiring FSR 1.0 of industrial plus an FSR 3.25 of upper floor employment space
will support a land value of about $15 million, similar to office at FSR 3.0. For additional details, see Appendix
3, Attachment 6.
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So, in our view it is reasonable to consider an approach to zoning that limits ground floor commercial, requires
ground floor industrial, and adds more upper floor office and creative uses to compensate, resulting in about
FSR 4.25.

5.2

Changes in the I-3 Zone

1. Allowing Health/Medical-Related office uses in addition to existing permitted office uses.
We evaluated the impact of allowing health/medical-related office in addition to existing office uses permitted
in the I-3 Zone by looking at the office market surrounding other major hospitals in the region and comparing
them nearby office districts that are not adjacent to the hospitals. The office locations we looked at include:
1. The area surrounding Surrey Memorial Hospital and Surrey City Centre.
2. The area surrounding St. Paul’s Hospital and the adjacent downtown office area.
3. The area surrounding Vancouver General Hospital and the Broadway Corridor office market.
We made these observations:
1. Office lease rates in buildings adjacent to hospital precincts were comparable in similar buildings located
in a nearby office district outside hospital precinct.
2. Office buildings located adjacent to hospital precincts had a mix of tenants including non-health/medical
related tenants. This suggests that there is no significant rent premium to be adjacent to a hospital
precinct, otherwise non-health/medical tenants would likely locate elsewhere.
Overall, allowing health/medical-related office use in addition to the existing permitted office uses in the I-3
district is unlikely to have a significant financial impact on office land values. However, allowing a broader use
of tenants is likely to increase demand and the pace of development in I-3 zone, especially around the hospital
precinct, where we expect a large share of the tenants to be health/medical-related.
2. Other Changes
The City is considering changes similar to those reviewed in points 1 through 5 in section 5.1 (I-2 zone). The
analysis is the same, so the conclusions are the same.
1. Re-thinking the I-3 zone to require industrial use.
The City is also considering changing the I-3 zone to remove the possibility of all general office to a density
of FSR 3.0. The City is considering requiring industrial use (presumably at grade) and restricting the uses on
the upper floors.
We estimated the amount of space that would be needed to offset the impact of requiring ground floor
industry. We estimate that a building with FSR 1.0 of industry plus FSR 3.25 of upper floor space aimed at a
variety of uses (creative manufacturing, lab, tech, some general office) would be similar in land value terms
to existing I-3 office development at FSR 3.0.
Therefore, we think it is reasonable to consider requiring ground floor industry and compensating by
increasing the capacity for upper floor employment uses.
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5.3

Changes in the IC-3 Zone

Implications of Requiring Rental Residential Use
The City is exploring the implications of requiring rental residential instead of the existing live/work strata that
is already permitted in the IC-3 zone. We tested both market rental and Rental 100 rents (at 2016 maximum
rents) instead of live/work strata residential and there is a significant decrease in land value at the existing
allowable density. Live work strata in this location is estimated to be worth approximately $325 per sq. ft.
buildable, while market rental is estimated to be about $170 per sq. ft. buildable (See Appendix 3, Attachment
10) and Rental 100 is estimated to be about $115 per sq. ft. buildable (See Appendix 3, Attachment 11) using
2016 Rental 100 rates (note: these rates are scheduled to be increased in 2017, which will affect land value).
To recover this loss in value, about 1.9 square feet of market rental and 2.7 square feet of Rental 100
floorspace would be needed to break even with each square foot of existing live/work strata that is permitted.

5.4

Changes in the IC-2 Zone

Implications of Allowing Market Rental Use in Addition to Required Employment Accommodating
Uses
The City is considering allowing market rental housing in the IC-2 zone if ground floor employment
accommodating uses currently allowed in the IC-2 zone are part of the redevelopment. Our analysis shows
that this creates additional land value (about $115 to $170 per sq. ft. buildable) and could potentially create
incentive for developers to redevelop IC-2 zoned sites sooner with new employment accommodating
floorspace. There is market interest in developing rental units and demand for rental units is high, with
vacancy rates below 1% in Mount Pleasant over the last 5 years according to CMHC3. It is our view that
allowing rental use on the upper floors in the IC-2 zone will help create needed rental stock, encourage the
redevelopment of existing older, low density industrial with new employment accommodating floorspace, and
add residents that will support local businesses and increase the evening population of the neighbourhood.

3

Data retrieved from the CMHC Housing Portal, available online at: https://www03.cmhc-schl.gc.ca/hmiportal/en/#Profile/1/1/Canada
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6.0

Appendix 1: Zoning Districts
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7.0

Appendix 2: Major Assumptions for Financial
Analysis

The financial analysis incorporates the following main assumptions:
1. Revenue and Value:
a) Strata residential prices for midrise concrete units are based on market averages of $1050 per square
foot.
b) Strata residential prices for low-rise wood-frame units are based on market average of $950 per
square foot.
c) Market Rental assuming 35% of units 2 bedroom or larger, average unit size of 600 sq. ft. and Rental
100 maximum rents:
Studio
$1,260

1 BR
$1,675

2BR
$2,084

3BR
$2,606

d) Affordable rental assuming 35% of units are 2 bedroom or larger, average unit size of 600sq. ft. and
High Income limits (HILs) of:
Studio
$962.50

1 BR
$1062.50

2BR
$1300.00

3BR
$1712.50

e) A rental apartment cap rate of 3.75% is based on recent sales of new apartment buildings in the City
of Vancouver.
f) A rental vacancy allowance of 2% is included.
g) Retail lease rates are assumed to be $35.00 per sq. ft. triple net based on market averages.
h) The retail cap rates is set to 5.0% based on the CBRE and Colliers Q3 2016 cap rate reports.
i) A retail vacancy allowance of 5.0% is included.
j) Office lease rates are assumed to be $30.00 per sq. ft. triple net based on market average.
k) The office cap rate is set to 4.25% based on the CBRE and Colliers Q3 2106 cap rate reports.
l) An office vacancy allowance of 5.0% is included.
m) Industrial lease rates are assumed to be $16.00 per sq. ft. triple net based on market averages.
n) The industrial cap rate is set at 4.75% based on the CBRE and Colliers Q3 2106 cap rate reports.
2. Cost Assumptions:
a) Hard construction costs of $250 per sq. ft. for above grade concrete residential floorspace based on
the 2016 BTY and Altus Cost Guide.
b) Hard construction costs of $175 per sq. ft. for above grade wood frame residential floorspace based
on 2016 BTY and Altus Cost Guide.
c) Hard construction costs of $240 per sq. ft. for ground floor commercial space based on the 2016 BTY
and Altus Cost Guide.
d) Hard construction costs of $22,500 per sq. ft. for above grade parking assuming an average parking
space of 400 sq. ft. including circulating space.
e) Hard construction costs of $45,000 per sq. ft. for underground parking assuming an average parking
space of 400 sq. ft. including circulating space.
f) Soft costs of 9.0% on hard costs are included for building permits and professional fees (e.g.
architectural work, engineering).
g) Where applicable, the rezoning application fee charged by the City and an allowance of $200,000 in
rezoning costs is also included.
h) Project management costs of 3.0% of hard costs.
i) Contingency of 3.5% on hard and soft costs.
j) DCLs are included at 2016 rates. The False Creek Flats Layered DCL is also included.
k) Profit of 15% on costs or 13% on revenue is included.
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8.0

Appendix 3: Financial Analysis

8.1

I-2 Sites

Attachment 1: Highest and best use of I-2 lands located in the False Creek Flats Rezoning Policy Area under
existing zoning.
Residual Land Value Analysis
3.0 FSR Office Assuming I-2 Rezoned to allow for office use permitted in the I-3 district
Assumes developer builds, leases, and then sells to an investor and expects a 15% profit margin on total costs

1.0 Assumptions
Site and Building Size Assumptions:
Assumed Site Size
Frontage
FSR
Project Size
Retail Space
Office Space
Retail Rentable Area
Office Rentable Area

Total Parking Stalls

43,560
300
3.00
130,680
0
130,680
100.0%
95.0%

ft
sq.ft.
sq.ft.
sq.ft.
or
or

243 stalls or 1 per

Revenue and Value Assumptions:
Average Office Net Lease Rate
Average Retail Net Lease Rate
Operating Costs
Annual Vacancy Allowance
Property Management
Structural Allowance
Assumed Net Parking Revenue (after op costs - 15%)

$30.00
$35.00
$18.00
5.0%
0.0%
0.0%
$127.50

Capitalization Rate
Profit Allowance

4.25%
15.00% of costs or

Cost Assumptions:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing (sidewalks, landscaping, etc)
Allowance for piling, stabilization
Building Construction Costs (to base building - shell)
Parking Construction Costs
Base Building Hard Construction Costs
Sustainability Features
Allowance to finish common areas
Fit-up Allowance
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy (GVS&DD Development Cost Levy)
Vancouver City-wide DCL
Area-specific DCL
Interim Financing
Applied to
Applied to
Property Taxes During Development
Upfront Leasing Commissions
Marketing
Lease-up period after construction complete
Assumed up-front vacancy cost on office during lease-up
Sales Commission upon completion

$12,722
$200,000
$50,000
$0.00
$137,195
$0
$240
$45,000
$324
0%
$50
$25
9%
3%
0%
3.5%
$0.443
$13.91
$5.89
5.0%
75.0%
50.0%
1.386%

0 sq.ft.
124,146 sq.ft.

50.0 sq. metres of commercial space

per sq.ft. of rentable area assuming landlord provides fit up allowance
per sq.ft.
per sq.ft. of rentable area
of lease revenue (included in operating costs)
of lease revenue
per stall per month

13.0% of value

per gross sq.ft.
or
$1,500 per metre of frontage
per gross sq.ft.
per sq.ft.
per stall (assuming underground parking)
per sq.ft. buildable (including parking)

per sq.ft. of common area
per rentable square foot
of hard costs
of hard costs, fit up, and professional fees
of hard costs, fit up, management and professional fees
of hard and soft costs
per sq.ft. of building area for non-residential uses
per sq.ft. of building area
per sq.ft. of building area
on 50% of all costs assuming a
1.75 year construction period
of construction costs
of land costs
applied to land value in Year 1
$3,500,000
applied to 50% of gross value of building in Year 2, which is:
$44,684,936
17% of Year 1 revenue
$250,000
6 months, or
0.5 years
$48.00 per sq.ft. (i.e. lease revenue+operating costs) on
50% of office space during lease-up
2%
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Attachment 1 continued:
2.0 Analysis
Value:
Lease Revenue
Recovered Operating Costs
Parking Income
Total Gross Revenue
Less Operating Costs
Less Management
Less Structural
Net Operating Income
Capitalized Value
Less Commission
Net Proceeds
Total Value per sq.ft. buildable

$3,538,161
$2,122,897
$371,790
$6,032,848
$2,234,628
$0
$0
$3,798,220
$89,369,873
$1,787,397
$87,582,475
$670

Costs:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing
Allowance for piling, stabilization
Hard Construction (including parking)
Sustainability Features
Allowance to finish common areas
Fit-Up
Upfront Leasing Commissions
Marketing
Upfront Vacancy Cost during Lease-up
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy
Vancouver City-wide DCL
Vancouver Area-specific DCL
Property Taxes during Development
Less property taxes during approvals
Interim Financing
Total Costs Before Land and Profit

$12,722
$200,000
$50,000
$0
$137,195
$0
$42,340,320
$0
$326,700
$3,103,650
$601,487
$250,000
$744,876
$3,822,976
$1,487,809
$0
$1,667,789
$57,891
$1,817,759
$769,590
$513,123
$24,260
$1,900,767
$59,828,916

Profit:

$11,653,831

Land Residual:
Land Residual Before Holding Costs
Less interim financing on land for construction/approvals
Less property transfer tax
Residual Land Value

$16,099,728
$815,049
$435,813
$14,824,606

Value per sq.ft. buildable

$113
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Attachment 2: Impact of allowing above grade parking that is included in FSR.
Residual Land Value Analysis
Assume Parking is Included in FSR and 2.0 FSR of Office and 1.0 FSR of Above Grade Parking is Constructed
Assumes developer builds, leases, and then sells to an investor and expects a 15% profit margin on total costs
1.0 Assumptions
Site and Building Size Assumptions:
Assumed Site Size
Frontage
FSR
Project Size
Retail Space
Office Space
Retail Rentable Area
Office Rentable Area

Total Parking Stalls
Above Grade Parking Stalls

43,560
300
2.00
87,120
0
87,120
100.0%
95.0%

ft
sq.ft.
sq.ft.
sq.ft.
or
or

162 stalls or 1 per
109 stalls

Revenue and Value Assumptions:
Average Office Net Lease Rate
Average Retail Net Lease Rate
Operating Costs
Annual Vacancy Allowance
Property Management
Structural Allowance
Assumed Net Parking Revenue (after op costs - 15%)

$30.00
$35.00
$18.00
5.0%
0.0%
0.0%
$127.50

Capitalization Rate
Profit Allowance

4.25%
15.00% of costs or

Cost Assumptions:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing (sidewalks, landscaping, etc)
Allowance for piling, stabilization
Building Construction Costs (to base building - shell)
Parking Construction Costs
Base Building Hard Construction Costs
Sustainability Features
Allowance to finish common areas
Fit-up Allowance
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy (GVS&DD Development Cost Levy)
Vancouver City-wide DCL
Area-specific DCL
Interim Financing
Applied to
Applied to
Property Taxes During Development
Upfront Leasing Commissions
Marketing
Lease-up period after construction complete
Assumed up-front vacancy cost on office during lease-up
Sales Commission upon completion

$12,722
$200,000
$50,000
$0.00
$137,195
$0
$240
$45,000
$25,000
$299
0%
$50
$25
9%
3%
0%
3.5%
$0.443
$13.91
$5.89
5.0%
75.0%
50.0%
1.386%

0 sq.ft.
82,764 sq.ft.

50.0 sq. metres of commercial space

per sq.ft. of rentable area assuming landlord provides fit up allowance
per sq.ft.
per sq.ft. of rentable area
of lease revenue (included in operating costs)
of lease revenue
per stall per month

13.0% of value

per gross sq.ft.
or
$1,500 per metre of frontage
per gross sq.ft.
per sq.ft.
per stall (assuming underground parking)
per stall (assuming above grade parking)
per sq.ft. buildable (including parking)

per sq.ft. of common area
per rentable square foot
of hard costs
of hard costs, fit up, and professional fees
of hard costs, fit up, management and professional fees
of hard and soft costs
per sq.ft. of building area for non-residential uses
per sq.ft. of building area
per sq.ft. of building area
on 50% of all costs assuming a
1.75 year construction period
of construction costs
of land costs
applied to land value in Year 1
$3,500,000
applied to 50% of gross value of building in Year 2, which is:
$29,789,958
17% of Year 1 revenue
$250,000
6 months, or
0.5 years
$48.00 per sq.ft. (i.e. lease revenue+operating costs) on
50% of office space during lease-up
2%
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Attachment 2 continued:
2.0 Analysis
Value:
Lease Revenue
Recovered Operating Costs
Parking Income
Total Gross Revenue
Less Operating Costs
Less Management
Less Structural
Net Operating Income
Capitalized Value
Less Commission
Net Proceeds
Total Value per sq.ft. buildable

$2,358,774
$1,415,264
$247,860
$4,021,898
$1,489,752
$0
$0
$2,532,146
$59,579,915
$1,191,598
$58,388,317
$670

Costs:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing
Allowance for piling, stabilization
Hard Construction (including parking)
Sustainability Features
Allowance to finish common areas
Fit-Up
Upfront Leasing Commissions
Marketing
Upfront Vacancy Cost during Lease-up
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy
Vancouver City-wide DCL
Vancouver Area-specific DCL
Property Taxes during Development
Less property taxes during approvals
Interim Financing
Total Costs Before Land and Profit

$12,722
$200,000
$50,000
$0
$137,195
$0
$26,048,880
$0
$217,800
$2,069,100
$400,992
$250,000
$496,584
$2,356,747
$920,776
$0
$1,026,424
$38,594
$1,211,839
$513,060
$358,256
$24,260
$1,192,184
$37,525,413

Profit:
Land Residual:
Land Residual Before Holding Costs
Less interim financing on land for construction/approvals
Less property transfer tax
Residual Land Value
Value per sq.ft. buildable

$7,769,221

$13,093,683
$662,868
$350,197
$12,056,358
$138
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Attachment 3: Breakeven density of requiring urban agriculture on new buildings (low cost scenario).
Residual Land Value Analysis
Breakeven Office Density Needed if Green Roof Required (Low Green Roof Construction Cost Scenario)
Assumes developer builds, leases, and then sells to an investor and expects a 15% profit margin on total costs
1.0 Assumptions
Site and Building Size Assumptions:
Assumed Site Size
Frontage
FSR
Project Size
Retail Space
Office Space
Retail Rentable Area
Office Rentable Area

Total Parking Stalls

43,560
300
3.15
137,214
0
137,214
100.0%
95.0%

ft
sq.ft.
sq.ft.
sq.ft.
or
or

255 stalls or 1 per

Revenue and Value Assumptions:
Average Office Net Lease Rate
Average Retail Net Lease Rate
Operating Costs
Annual Vacancy Allowance
Property Management
Structural Allowance
Assumed Net Parking Revenue (after op costs - 15%)

$30.00
$35.00
$18.00
5.0%
0.0%
0.0%
$127.50

Capitalization Rate
Profit Allowance

4.25%
15.00% of costs or

Cost Assumptions:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing (sidewalks, landscaping, etc)
Allowance for piling, stabilization
Building Construction Costs (to base building - shell)
Parking Construction Costs
Base Building Hard Construction Costs
Sustainability Features (Green Roof)
Allowance to finish common areas
Fit-up Allowance
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy (GVS&DD Development Cost Levy)
Vancouver City-wide DCL
Area-specific DCL
Interim Financing
Applied to
Applied to
Property Taxes During Development
Upfront Leasing Commissions
Marketing
Lease-up period after construction complete
Assumed up-front vacancy cost on office during lease-up
Sales Commission upon completion

0 sq.ft.
130,353 sq.ft.

50.0 sq. metres of commercial space

per sq.ft. of rentable area assuming landlord provides fit up allowance
per sq.ft.
per sq.ft. of rentable area
of lease revenue (included in operating costs)
of lease revenue
per stall per month

13.0% of value

$12,722
$200,000
$50,000
$0.00
$137,195
$0
$240
$45,000
$324
$30
$50
$25
9%
3%
0%
3.5%
$0.443
$13.91
$5.89
5.0%
75.0%
50.0%
1.386%

per gross sq.ft.
or
$1,500 per metre of frontage
per gross sq.ft.
per sq.ft.
per stall (assuming underground parking)
per sq.ft. buildable (including parking)
per sq. ft. assuming roof covers 50% of site area
per sq.ft. of common area
per rentable square foot
of hard costs
of hard costs, fit up, and professional fees
of hard costs, fit up, management and professional fees
of hard and soft costs
per sq.ft. of building area for non-residential uses
per sq.ft. of building area
per sq.ft. of building area
on 50% of all costs assuming a
1.75 year construction period
of construction costs
of land costs
applied to land value in Year 1
$3,500,000
applied to 50% of gross value of building in Year 2, which is:
$46,916,483
17% of Year 1 revenue
$250,000
6 months, or
0.5 years
$48.00 per sq.ft. (i.e. lease revenue+operating costs) on
50% of office space during lease-up
2%
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Attachment 3 continued:
2.0 Analysis
Value:
Lease Revenue
Recovered Operating Costs
Parking Income
Total Gross Revenue
Less Operating Costs
Less Management
Less Structural
Net Operating Income
Capitalized Value
Less Commission
Net Proceeds
Total Value per sq.ft. buildable

$3,715,069
$2,229,041
$390,150
$6,334,260
$2,346,359
$0
$0
$3,987,901
$93,832,967
$1,876,659
$91,956,307
$670

Costs:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing
Allowance for piling, stabilization
Hard Construction (including parking)
Green Roof
Allowance to finish common areas
Fit-Up
Upfront Leasing Commissions
Marketing
Upfront Vacancy Cost during Lease-up
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy
Vancouver City-wide DCL
Vancouver Area-specific DCL
Property Taxes during Development
Less property taxes during approvals
Interim Financing
Total Costs Before Land and Profit

$12,722
$200,000
$50,000
$0
$137,195
$0
$44,457,336
$653,400
$343,035
$3,258,833
$631,562
$250,000
$782,120
$4,072,314
$1,583,548
$0
$1,753,962
$60,786
$1,908,647
$808,070
$536,325
$24,260
$2,018,760
$63,542,873

Profit:

$12,235,819

Land Residual:
Land Residual Before Holding Costs
Less interim financing on land for construction/approvals
Less property transfer tax
Residual Land Value

$16,177,615
$818,992
$438,031
$14,896,332

Value per sq.ft. buildable

$109
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Attachment 4: Breakeven density of requiring urban agriculture on new buildings (high cost scenario).
Residual Land Value Analysis
Breakeven Office Density Needed if Green Roof Required (High Green Roof Construction Cost Scenario)
Assumes developer builds, leases, and then sells to an investor and expects a 15% profit margin on total costs
1.0 Assumptions
Site and Building Size Assumptions:
Assumed Site Size
Frontage
FSR
Project Size
Retail Space
Office Space
Retail Rentable Area
Office Rentable Area

Total Parking Stalls

43,560
300
3.65
158,994
0
158,994
100.0%
95.0%

ft
sq.ft.
sq.ft.
sq.ft.
or
or

295 stalls or 1 per

Revenue and Value Assumptions:
Average Office Net Lease Rate
Average Retail Net Lease Rate
Operating Costs
Annual Vacancy Allowance
Property Management
Structural Allowance
Assumed Net Parking Revenue (after op costs - 15%)

$30.00
$35.00
$18.00
5.0%
0.0%
0.0%
$127.50

Capitalization Rate
Profit Allowance

4.25%
15.00% of costs or

Cost Assumptions:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing (sidewalks, landscaping, etc)
Allowance for piling, stabilization
Building Construction Costs (to base building - shell)
Parking Construction Costs
Base Building Hard Construction Costs
Sustainability Features (Green Roof)
Allowance to finish common areas
Fit-up Allowance
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy (GVS&DD Development Cost Levy)
Vancouver City-wide DCL
Area-specific DCL
Interim Financing
Applied to
Applied to
Property Taxes During Development
Upfront Leasing Commissions
Marketing
Lease-up period after construction complete
Assumed up-front vacancy cost on office during lease-up
Sales Commission upon completion

0 sq.ft.
151,044 sq.ft.

50.0 sq. metres of commercial space

per sq.ft. of rentable area assuming landlord provides fit up allowance
per sq.ft.
per sq.ft. of rentable area
of lease revenue (included in operating costs)
of lease revenue
per stall per month

13.0% of value

$12,722
$200,000
$50,000
$0.00
$137,195
$0
$240
$45,000
$323
$150
$50
$25
9%
3%
0%
3.5%
$0.443
$13.91
$5.89
5.0%
75.0%
50.0%
1.386%

per gross sq.ft.
or
$1,500 per metre of frontage
per gross sq.ft.
per sq.ft.
per stall (assuming underground parking)
per sq.ft. buildable (including parking)
per sq. ft. assuming roof covers 50% of site area
per sq.ft. of common area
per rentable square foot
of hard costs
of hard costs, fit up, and professional fees
of hard costs, fit up, management and professional fees
of hard and soft costs
per sq.ft. of building area for non-residential uses
per sq.ft. of building area
per sq.ft. of building area
on 50% of all costs assuming a
1.75 year construction period
of construction costs
of land costs
applied to land value in Year 1
$3,500,000
applied to 50% of gross value of building in Year 2, which is:
$54,354,973
17% of Year 1 revenue
$250,000
6 months, or
0.5 years
$48.00 per sq.ft. (i.e. lease revenue+operating costs) on
50% of office space during lease-up
2%
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Attachment 4 continued:
2.0 Analysis
Value:
Lease Revenue
Recovered Operating Costs
Parking Income
Total Gross Revenue
Less Operating Costs
Less Management
Less Structural
Net Operating Income
Capitalized Value
Less Commission
Net Proceeds
Total Value per sq.ft. buildable

$4,304,763
$2,582,858
$451,350
$7,338,970
$2,718,797
$0
$0
$4,620,173
$108,709,945
$2,174,199
$106,535,747
$670

Costs:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing
Allowance for piling, stabilization
Hard Construction (including parking)
Green Roof
Allowance to finish common areas
Fit-Up
Upfront Leasing Commissions
Marketing
Upfront Vacancy Cost during Lease-up
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy
Vancouver City-wide DCL
Vancouver Area-specific DCL
Property Taxes during Development
Less property taxes during approvals
Interim Financing
Total Costs Before Land and Profit

$12,722
$200,000
$50,000
$0
$137,195
$0
$51,355,062
$3,267,000
$397,485
$3,776,108
$731,810
$250,000
$906,266
$4,928,333
$1,911,720
$0
$2,036,829
$70,434
$2,211,607
$936,335
$613,665
$24,260
$2,422,115
$76,238,945

Profit:

$14,175,777

Land Residual:
Land Residual Before Holding Costs
Less interim financing on land for construction/approvals
Less property transfer tax
Residual Land Value

$16,121,024
$816,127
$436,419
$14,844,218

Value per sq.ft. buildable

$93
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Attachment 5: Breakeven density required if specific uses are required (Art, Light Industrial, Incubator etc.).
Residual Land Value Analysis
Breakeven Density required if Art, light Industrial, Incubator, and Food Production Space are Required for Ground Floor Space
Assumes Ground Floor Space is 50% of Site Area
Assumes developer builds, leases, and then sells to an investor and expects a 15% profit margin on total costs
1.0 Assumptions
Site and Building Size Assumptions:
Assumed Site Size
Frontage
FSR
Project Size
Art, Light Industrial, Food Production etc. Space
Office Space
Art, Light Industrial, etc. Space Rentable Area
Office Rentable Area
Parking (Industrial)
Parking(Office)
Total Parking Stalls
Assumed Surface Stalls

43,560
300
4.20
182,952
21,780
161,172
100.0%
95.0%
22
299
321
22

Revenue and Value Assumptions:
Average Office Net Lease Rate
Art, Light Industrial, Food Production etc. Space
Operating Costs for Office Space
Operating Costs for Art, Light Industrial, etc. Space
Annual Vacancy Allowance
Property Management
Structural Allowance
Assumed Net Parking Revenue (after op costs - 15%)

$30.00
$18.00
$18.00
$8.00
5.0%
0.0%
0.0%
$127.50

Capitalization Rate
Profit Allowance

4.25%
15.00% of costs or

Cost Assumptions:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing (sidewalks, landscaping, etc)
Allowance for piling, stabilization
Building Construction Costs (to base building - shell)
Parking Construction Costs
Base Building Hard Construction Costs
Sustainability Features
Allowance to finish common areas
Fit-up Allowance
Fit-up Allowance for Art, Light Industrial, etc. Space
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy (GVS&DD Development Cost Levy)
Vancouver City-wide DCL
Area-specific DCL
Interim Financing
Applied to
Applied to
Property Taxes During Development
Upfront Leasing Commissions
Marketing
Lease-up period after construction complete
Assumed up-front vacancy cost on office during lease-up
Sales Commission upon completion

$12,722
$200,000
$50,000
$0.00
$137,195
$0
$240
$45,000
$7,500
$314
0%
$50
$25
$25
9%
3%
0%
3.5%
$0.443
$13.91
$5.89
5.0%
75.0%
50.0%
1.386%

ft
sq.ft.
sq.ft.
sq.ft.
or
or
stalls or 1 per
stalls or 1 per

21,780 sq.ft.
153,113 sq.ft.
93 square metres of gross area
50.0 sq. metres of commercial space

per sq.ft. of rentable area assuming landlord provides fit up allowance
per sq.ft.
per sq.ft. of rentable area
per sq.ft. of rentable area
of lease revenue (included in operating costs)
of lease revenue
per stall per month

13.0% of value

per gross sq.ft.
or
$1,500 per metre of frontage
per gross sq.ft.
per sq.ft.
per stall (assuming underground parking)
per stall (assuming surface parking)
per sq.ft. buildable (including parking)

per sq.ft. of common area
per rentable square foot
per rentable square foot
of hard costs
of hard costs, fit up, and professional fees
of hard costs, fit up, management and professional fees
of hard and soft costs
per sq.ft. of building area for non-residential uses
per sq.ft. of building area
per sq.ft. of building area
on 50% of all costs assuming a
1.75 year construction period
of construction costs
of land costs
applied to land value in Year 1
$3,500,000
applied to 50% of gross value of building in Year 2, which is:
$57,207,229
17% of Year 1 revenue
$250,000
6 months, or
0.5 years
$48.00 per sq.ft. (i.e. lease revenue+operating costs) on
50% of office space during lease-up
2%
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Attachment 5 continued:
2.0 Analysis
Value:
Lease Revenue
Recovered Operating Costs
Parking Income
Total Gross Revenue
Less Operating Costs
Less Management
Less Structural
Net Operating Income
Capitalized Value
Less Commission
Net Proceeds
Total Value per sq.ft. buildable

$4,736,170
$2,783,767
$490,759
$8,010,696
$3,148,081
$0
$0
$4,862,614
$114,414,458
$2,288,289
$112,126,169
$613

Costs:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing
Allowance for piling, stabilization
Hard Construction (including parking)
Sustainability Features
Allowance to finish common areas
Fit-Up
Upfront Leasing Commissions
Marketing
Upfront Vacancy Cost during Lease-up
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy
Vancouver City-wide DCL
Vancouver Area-specific DCL
Property Taxes during Development
Less property taxes during approvals
Interim Financing
Total Costs Before Land and Profit

$12,722
$200,000
$50,000
$0
$137,195
$0
$57,446,928
$0
$457,380
$4,372,335
$805,149
$250,000
$918,680
$5,182,571
$2,023,776
$0
$2,262,865
$81,048
$2,544,862
$1,077,426
$643,321
$24,260
$2,575,470
$81,065,990

Profit:

$14,919,645

Land Residual:
Land Residual Before Holding Costs
Less interim financing on land for construction/approvals
Less property transfer tax
Residual Land Value

$16,140,534
$817,115
$436,975
$14,862,184

Value per sq.ft. buildable

$81
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Attachment 6: Amount of office need to breakeven with existing land value if FSR 1.0 of industrial is required.
Residual Land Value Analysis
Hypothetical Mixed-Use Building built in the I-2 Zone with to 1.0 FSR of Industrial and 3.25 FSR Office (Breakeven)

Assumptions
Site and Building Size Assumptions:
Assumed Site Size
FSR
Project Size
Gross Retail Area
Gross Office Area
Gross Industrial Area
Rentable Area (Retail)
Rentable Area (Office)
Rentable Area (Industrial)
Parking (Retail and Office)
Parking (Industrial)
Total Stalls
Underground/structured Parking Stalls
Surface Parking Stalls

43,560
4.25
185,130
0
141,570
43,560
0
134,492
43,560
1
1
287
270
17

or

sq. ft.
sq. ft.
sq. ft.
sq. ft. or
sq. ft. or
sq. ft. or
stall per
stall per

1.0 acre

100%
95%
100%
100
93

of gross area
of gross area
of gross area
sq. m. for the first 300 sq.m., then 1 per additional 50 sq.m
square metres of gross area

400 sf each

Revenue and Value Assumptions:
Retail Value, Leasing and Commissions
Average Retail Lease Rate for Retail Space
Operating Costs
Capitalization Rate for Retail Space
Value of Retail Space on Lease Up
Commission on Sale of Retail Space
TI on Retail Space

$35.00
$20.00
5.00%
$665
2.00%
$50.00

per sq. ft. net
per sq. ft.
per sq. ft. of leasable
5.00% area,
allowance
with for vacancy
psf

Office Value, Leasing and Commissions
Average Retail Lease Rate for Office Space

$30.00 per sq. ft. net

Operating Costs

$18.00 per sq. ft.

Capitalization Rate for Office Space

4.25%

Value of Retail Space on Lease Up

$671 per sq. ft. of leasable
5.00% area,
allowance
with for vacancy

Commission on Sale of Office Space

2.00%

TI on Office Space

$25.00 psf

Industrial Value, Leasing and Commissions
Average Retail Lease Rate for Retail Space
Operating Costs
Capitalization Rate for Industrial Space
Value of Retail Space on Lease Up
Commission on Sale of Industrial Space
TI on Industrial Space
Profit Allowance
Cost Assumptions:
Demolition Allowance
Site Servicing (sidewalks, landscaping, etc)
Allowance for piling, stabilization
Building Construction Costs (to base building commerical)
Building Construction Costs (to base building industrial)
Parking Construction Costs
Parking Construction Costs
Base Building Hard Construction Costs
Allowance to finish common areas
Soft Costs (including project management)
Contingency
City of Vancouver DCL
Layered DCL (False Creek Flats)
Metro Vancouver DCL
Interim Financing
Share of Costs Financed
Property Taxes During Development
Upfront Leasing Commissions
Lease-up period after construction complete
Assumed up-front vacancy cost during lease-up
Sales Commission

$16.00 per sq. ft. net
$8.00 per sq. ft.
4.75%
$320 per sq. ft. of leasable
5.00% area,
allowance
with for vacancy
2.00%
$0.00 psf
13.0% of value

$50,000
$0
$0
$240
$200
$45,000
$7,500
$297
$0
12%
3.5%
$59.74
$63.39
$0.443
5.0%
75.0%
1.44%

per acre
per gross sq.ft.
per sq.ft.
per sq.ft.
per stall (assuming underground)
per stall (assuming at grade)
per sq.ft. buildable (including parking)
per sq.ft. of common area
of hard costs
of hard and soft costs
per sq. m. of floorspace
per sq. m. of floorspace
per sq. ft. of floorspace
on 50% of all costs assuming a

1.25 year construction period

applied to land value in Year 1
$3,500,000
applied to 50% of gross value of building in Year 2, which is:
17% of Year 1 revenue
6 months, or
0.5 years
$42.35 per sq.ft. (i.e. lease revenue+operating costs) on
2%

$51,022,533

25% of space during lease-up
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Attachment 6 continued:
Analysis
Revenue
Retail Value
Office Value
Industrial Value
Total Commercial Value
Commission on Commercial Sale
Total Value Net of Commissions

$0
$90,188,418
$13,939,200
$104,127,618
$2,082,552
$102,045,065

Costs
Demolition Allowance
Site Servicing
Allowance for piling, stabilization
Hard Construction (including parking)
Allowance to finish common areas
Marketing/T.I.
Upfront Leasing Commissions
Upfront Vacancy Cost during Lease-up
Soft Costs (including project management)
Contingency
City of Vancouver DCL
Layered DCL (False Creek Flats)
Metro Vancouver DCL
Property Taxes during Development
Interim Financing
Total Costs Before Land and Profit
Total Costs per sq.ft. buildable

$50,000
$0
$0
$54,983,610
$0
$3,194,173
$804,390
$980,100
$6,598,033
$2,155,358
$1,027,476
$1,090,253
$82,013
$233,935
$1,668,735
$72,868,075
$394

Profit:

$13,306,677

Land Residual:
Land Residual Before Holding Costs
Less interim financing on land
Less property taxes during approvals
Less property closing costs
Residual Land Value

$15,870,314
$885,266
$25,184
$149,599
$14,810,265

Value per sq.ft. buildable

$80
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8.2

I-3 Sites

Attachment 7: Value of I-3 sites under existing zoning.
Residual Land Value Analysis
Assume 3.0 FSR Office Building is Built Under Existing I-3 Zoning
Assumes developer builds, leases, and then sells to an investor and expects a 15% profit margin on total costs

1.0 Assumptions
Site and Building Size Assumptions:
Assumed Site Size
Frontage
FSR
Project Size
Retail Space
Office Space
Retail Rentable Area
Office Rentable Area

Total Parking Stalls

43,560
300
3.00
130,680
0
130,680
100.0%
95.0%

ft
sq.ft.
sq.ft.
sq.ft.
or
or

243 stalls or 1 per

Revenue and Value Assumptions:
Average Office Net Lease Rate
Average Retail Net Lease Rate
Operating Costs
Annual Vacancy Allowance
Property Management
Structural Allowance
Assumed Net Parking Revenue (after op costs - 15%)

$30.00
$35.00
$18.00
5.0%
0.0%
0.0%
$127.50

Capitalization Rate
Profit Allowance

4.25%
15.00% of costs or

Cost Assumptions:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing (sidewalks, landscaping, etc)
Allowance for piling, stabilization
Building Construction Costs (to base building - shell)
Parking Construction Costs
Base Building Hard Construction Costs
Sustainability Features
Allowance to finish common areas
Fit-up Allowance
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy (GVS&DD Development Cost Levy)
Vancouver City-wide DCL
Area-specific DCL
Interim Financing
Applied to
Applied to
Property Taxes During Development
Upfront Leasing Commissions
Marketing
Lease-up period after construction complete
Assumed up-front vacancy cost on office during lease-up
Sales Commission upon completion

$0
$0
$50,000
$0.00
$137,195
$0
$240
$45,000
$324
0%
$50
$25
9%
3%
0%
3.5%
$0.443
$13.91
$5.89
5.0%
75.0%
50.0%
1.386%

0 sq.ft.
124,146 sq.ft.

50.0 sq. metres of commercial space

per sq.ft. of rentable area assuming landlord provides fit up allowance
per sq.ft.
per sq.ft. of rentable area
of lease revenue (included in operating costs)
of lease revenue
per stall per month

13.0% of value

per gross sq.ft.
or
$1,500 per metre of frontage
per gross sq.ft.
per sq.ft.
per stall (assuming underground parking)
per sq.ft. buildable (including parking)

per sq.ft. of common area
per rentable square foot
of hard costs
of hard costs, fit up, and professional fees
of hard costs, fit up, management and professional fees
of hard and soft costs
per sq.ft. of building area for non-residential uses
per sq.ft. of building area
per sq.ft. of building area
on 50% of all costs assuming a
1.75 year construction period
of construction costs
of land costs
applied to land value in Year 1
$3,500,000
applied to 50% of gross value of building in Year 2, which is:
$44,684,936
17% of Year 1 revenue
$250,000
6 months, or
0.5 years
$48.00 per sq.ft. (i.e. lease revenue+operating costs) on
50% of office space during lease-up
2%
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Attachment 7 continued:
2.0 Analysis
Value:
Lease Revenue
Recovered Operating Costs
Parking Income
Total Gross Revenue
Less Operating Costs
Less Management
Less Structural
Net Operating Income
Capitalized Value
Less Commission
Net Proceeds
Total Value per sq.ft. buildable

$3,538,161
$2,122,897
$371,790
$6,032,848
$2,234,628
$0
$0
$3,798,220
$89,369,873
$1,787,397
$87,582,475
$670

Costs:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing
Allowance for piling, stabilization
Hard Construction (including parking)
Sustainability Features
Allowance to finish common areas
Fit-Up
Upfront Leasing Commissions
Marketing
Upfront Vacancy Cost during Lease-up
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy
Vancouver City-wide DCL
Vancouver Area-specific DCL
Property Taxes during Development
Less property taxes during approvals
Interim Financing
Total Costs Before Land and Profit

$0
$0
$50,000
$0
$137,195
$0
$42,340,320
$0
$326,700
$3,103,650
$601,487
$250,000
$744,876
$3,822,976
$1,487,809
$0
$1,667,789
$57,891
$1,817,759
$769,590
$513,123
$24,260
$1,893,787
$59,609,214

Profit:

$11,653,831

Land Residual:
Land Residual Before Holding Costs
Less interim financing on land for construction/approvals
Less property transfer tax
Residual Land Value

$16,319,430
$826,171
$442,070
$15,026,928

Value per sq.ft. buildable

$115
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8.3

IC-3 Sites

Attachment 8: Value under existing zoning.
Mixed-Use Wood Frame Strata Residential built to 3.0 FSR under Existing IC-3 Zoning
Assumes developer builds, leases, and then sells to an investor and expects a 15% profit margin on total costs

Major Assumptions (shading indicates figures that are inputs; unshaded cells are formulas)
Site and Building Size
Site Size
Base Density
Density with Bonuses
Assumed Commercial Density
Residential Density Before Exclusions
Enclosed Balconies
Storage
Effective Residential Density After Bonuses and Exclusions
Total Effective Gross Density After Bonuses and Exclusions

43,560
300
3.00
3.00
0.50
2.50
0.00
0.10
2.60
3.10

sq.ft.
feet of frontage
FSR
FSR
FSR
FSR

Total Gross floorspace
Commercial floorspace
Retail
Office
Market Strata Residential floorspace
Net saleable space
Average Gross unit size
Average Net unit size
Number of units
Total Market Strata Unit Parking Stalls (including visitors)
Total Retail Parking Stalls
Total Office Parking Stalls
Total Parking Stalls
Underground/structured parking stalls provided
Surface parking stalls

124,045
21,780
10,764
11,016
113,281
96,289
1,030
875
110
121
17
0
138
138
0

gross sq.ft.
sq.ft.
sq.ft.
sq.ft.
gross square feet
sq.ft. or
sq.ft. gross
sq.ft.
units or
stalls or

Strata Revenue and Value
Average Sales Price Per Sq. Ft.
Parking Stall(s)
Overall Average Sales Price Per Sq. Ft.

0% of residential
39.8 sf per unit
FSR
FSR

stalls
stalls
stalls

85% of gross area

272
1.1
3
1

per hectare
per unit
for first 300 square metres and then
per 50 square metres of additional retail space

55,387 square feet

$950 per sq.ft. of net saleable residential space
$0 per stall
$950 per sq.ft. of net saleable residential space

Retail Revenue and Value
Average Retail Lease Rate for Retail Space
Capitalization Rate for Retail Space
Value of Retail Space on Lease Up

$0.00 per sq. ft. net
5.00%
$0 per sq. ft. of leasable area, with

5.00% allowance for vacancy

Office Revenue and Value
Average Office Lease Rate for Retail Space
Capitalization Rate for Office Space
Value of Office Space on Lease Up

$30.00 per sq. ft. net
4.25%
$671 per sq. ft. of leasable area, with

5.00% allowance for vacancy

Pre-Construction Costs
Density Bonus
Rezoning Application Fee
Allowance for Rezoning Costs
Construction Costs
Allowance for Demolition of Existing Buildings
Site Servicing
Connection fees
Hard Construction Costs
Market Strata Residential Area
Commercial Area
Cost Per Underground Parking Stall
Cost Per Surface Parking Stall
Overall Costs Per Square Foot
Additional Sustainability Costs
Hard Cost Used in Analysis
Landscaping
Soft costs/professional fees (excluding management)
Project Management
Car Share Costs
Post Construction Holding Costs
Contingency on hard and soft costs
Local Government Levies
Regional Levy - Apartment
Regional Levy - Commercial
Residential DCLs
Commercial DCLs
Layered DCLs
Financing Assumptions
Financing rate on construction costs

$0.00 psf
$0
$0

$50,000
$137,195 or
$50,000
$175
$240
$45,000
$7,500
$231
0.0%
$231
$217,800
9.0%
3.0%
$0
$500
3.5%

$590
$0.443
$13.91
$13.91
$5.89

per gross sq.ft. of residential area
per underground parking stall
per at grade stall
per gross sq.ft.

or
of above
of above
per unit per month on
of hard and soft costs

5.0% on 50% of costs, assuming a
and a total loan of
1.00% of financed construction costs
5.0% during construction on

Marketing and Commissions
Commissions/sales costs on residential
Commissions on commercial sale
Marketing on residential
Leasing commissions on commercial
Marketing/TI on commercial space

3.0%
2.0%
3.0%
17.0%
$25

Allowance for Developer's Profit

$10 per sq.ft. on 50% of site

50% of units

6 months

per market unit
per sq.ft. of floorspace
per sq.ft. of floorspace
per sq.ft. of floorspace
per sq.ft. of floorspace

Financing fees
Financing on Land Acquisition

Property Taxes
Tax Rate (res)
Tax Rate (comm)
Current assessment (Year 1 of analysis)
Assumed assessment after 1 year of construction (Year 2 of analysis)

$1,500 per metre of frontage

1.75 year construction period
75% on costs
50% of land cost

of gross strata market residential revenue
of commercial value
of gross strata market residential revenue
of Year 1 income
psf

0.32% of assessed value
1.39%
$3,500,000
$45,737,226 (50% of completed project value)
15.0% of total costs or

13.0% of gross revenue
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Attachment 8 continued:
Analysis
Revenue
Gross Market Residential Sales Revenue
Less commissions and sales costs
Net residential sales revenue
Retail Value
Office Value
Total Commercial Value
Commission on Commercial Sale
Net commercial value
Total Value Net of Commissions

$91,474,452
$2,744,234
$88,730,218
$0
$7,387,256.97
$7,387,257
$147,745
$7,239,512
$95,969,730

Project Costs
Rezoning Application Fee
Allowance for Rezoning Costs
Allowance for Demolition of Existing Buildings
Density Bonus Contribution
Site Servicing
Connection fees
Hard construction costs
Landscaping
Soft costs
Project Management
Residential Marketing
Commercial Marketing
Leasing commissions on commercial space
Post Construction Holding Costs
Car Share
Contingency on hard and soft costs
Regional Levy - Apartment
Regional Levy - Commercial
DCLs - residential
DCCs - commercial
Layered DCLs
Less property tax allowance during development
Construction financing
Financing fees/costs
Total Project Costs Before Land Related

$0
$0
$50,000
$0
$137,195
$50,000
$28,638,579
$217,800
$2,618,422
$951,360
$2,744,234
$269,098
$56,182
$82,500
$82,500
$1,256,425
$64,900
$4,768
$1,575,739
$149,726
$730,516
$154,762
$1,307,076
$308,563
$41,450,347

Allowance for Developer's Profit

$12,891,567

Residual to Land and Land Carry
Less financing on land during construction and approvals
Less property purchase tax
Residual Land Value

$41,627,817
$2,177,655
$1,161,505
$38,288,657

Residual Value per sq.ft. of gross buildable floorspace

$309
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8.4

IC-2 Sites

Attachment 9: Value of IC-2 under existing zoning.
1.0 FSR Office and Retail Building Built in the IC-2 Zone
Assumes developer builds, leases, and then sells to an investor and expects a 15% profit margin on total costs

Assumptions
Site and Building Size Assumptions:
Assumed Site Size
FSR
Project Size
Gross Retail Area
Gross Office Area
Rentable Area (Retail)
Rentable Area (Office)
Parking (Retail and Office)
Total Stalls
Underground/structured Parking Stalls
Surface Parking Stalls

43,560
1.00
43,560
21,780
21,780
21,780
20,691
1
73
73
0

or

$35.00
$20.00
5.00%
$665
2.00%
$50.00

per sq. ft. net
per sq. ft.

sq. ft.
sq. ft.
sq. ft. or
sq. ft. or
stall per

1.0 acre

100% of gross area
95% of gross area
100 sq. m. for the first 300 sq.m., then 1 per additional 50 sq.m

400 sf each

Revenue and Value Assumptions:
Retail Value, Leasing and Commissions
Average Retail Lease Rate for Retail Space
Operating Costs
Capitalization Rate for Retail Space
Value of Retail Space on Lease Up
Commission on Sale of Retail Space
TI on Retail Space

per sq. ft. of leasable
5.00% area,
allowance
with for vacancy
psf

Office Value, Leasing and Commissions
Average Retail Lease Rate for Office Space

$30.00 per sq. ft. net

Operating Costs

$18.00 per sq. ft.

Capitalization Rate for Office Space

4.25%

Value of Retail Space on Lease Up

$671 per sq. ft. of leasable
5.00% area,
allowance
with for vacancy

Commission on Sale of Office Space

2.00%

TI on Office Space

$25.00 psf

Profit Allowance

13.0% of value

Cost Assumptions:
Demolition Allowance
Site Servicing (sidewalks, landscaping, etc)
Allowance for piling, stabilization
Building Construction Costs (to base building commerical)
Parking Construction Costs
Base Building Hard Construction Costs
Soft Costs (including project management)
Contingency
City of Vancouver DCL
Layered DCL (False Creek Flats)
Metro Vancouver DCL
Interim Financing
Share of Costs Financed
Property Taxes During Development
Upfront Leasing Commissions
Lease-up period after construction complete
Assumed up-front vacancy cost during lease-up
Sales Commission

$50,000
$137,195
$0
$240
$45,000
$315
12%
3.5%
$59.74
$63.39
$0.443
5.0%
75.0%
1.44%

per acre
per gross sq.ft.
per sq.ft.
per stall (assuming underground)
per sq.ft. buildable (including parking)
of hard costs
of hard and soft costs
per sq. m. of floorspace
per sq. m. of floorspace
per sq. ft. of floorspace
on 50% of all costs assuming a

1.00 year construction period

applied to land value in Year 1
$3,500,000
applied to 50% of gross value of building in Year 2, which is:
17% of Year 1 revenue
6 months, or
0.5 years
$51.50 per sq.ft. (i.e. lease revenue+operating costs) on
2%

$13,895,832

25% of space during lease-up
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Attachment 9 continued:
Analysis
Revenue
Retail Value
Office Value
Industrial Value
Total Commercial Value
Commission on Commercial Sale
Total Value Net of Commissions

$14,483,700
$13,875,141
$0
$28,358,841
$567,177
$27,791,664

Costs
Demolition Allowance
Site Servicing
Allowance for piling, stabilization
Hard Construction (including parking)
Marketing/T.I.
Upfront Leasing Commissions
Upfront Vacancy Cost during Lease-up
Soft Costs (including project management)
Contingency
City of Vancouver DCL
Layered DCL (False Creek Flats)
Metro Vancouver DCL
Property Taxes during Development
Interim Financing
Total Costs Before Land and Profit
Total Costs per sq.ft. buildable

$50,000
$137,195
$0
$13,721,400
$1,580,411
$235,115
$280,418
$1,646,568
$537,879
$241,759
$256,530
$19,297
$50,369
$351,693
$19,108,633
$439

Profit:

$3,624,033

Land Residual:
Land Residual Before Holding Costs
Less interim financing on land
Less property taxes during approvals
Less property closing costs
Residual Land Value

$5,058,998
$241,883
$25,184
$47,919
$4,744,011

Value per sq.ft. buildable

$109
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8.5

Rental Apartment Analysis

Attachment 10: Land value assuming market rental apartment (2016 market rents)
Major Assumptions (shading indicates figures that are inputs; unshaded cells are formulas)
Market Rental Revenue and Operating Cost Assumptions

Rental Rate per square foot per month
Monthly Parking Revenue

$3.39 psf per month or

$2,014 per unit

$100 per month

Capitalized Value
Rental Rev

Vacancy and Non Recoverable Allowance

2.00%

Parking

Operating costs for New Rental Units

$5,000 per unit per year

Total

Property Tax Allowance
Residential Assessment (upon completion of new building)
Residential Tax Rate
Residential Property Taxes
Capitalization Rate for Rental Apartment Space
Value of Rental Units Upon Completion

Vacancy
$88,800,000 (see capitalized value to side)

Op Costs

$281,111

Taxes

3.75%

NOI

$800.26 per sq.ft. of net rental area

Net GST (assuming builder holds units)

5.00% of capitalized value of rental units

Commission on Sale of Rental Units

2.00% of value

Initial Lease Up Costs

$1,000 per unit

Fees, legal and survey for rental portion

Net

0.317%

Capitalized Value

$4,517,089
$124,800
$4,641,889

$3.48

$92,838
$4,549,051
$934,528.02

20.13%

$281,111

6.22%

$3,333,411
$88,890,972
$800 psf rentable

$0

Site and Building Size
Site size

43,560 sq.ft. or

1.00 acre

300 by
Permitted FSR

3.00 FSR

Bonus

0.00 FSR

Total Overall Density

145 feet

3.00 FSR

Total Gross floorspace

130,680 sq.ft.

Gross Residential Space

130,680 sq.ft. or

3.00 FSR

130,680 gross square feet or

3.00 FSR

Market Rental residential floorspace
Market Rental units

187 units

Average rental unit size

699 gross square feet

Average rental unit size
Market Rental parking stalls
Underground/structured parking stalls provided
Umet Parking Requirement (payment in lieu)
Payment in lieu of parking
Construction Costs
Allowance for Rezoning Costs
Rezoning Application Fee
Allowance for Demolition of Existing Buildings
On-Site Servicing (Upgrade of adjacent roads/sidewalks/etc)
Landscaping
Hard Construction Costs
Market Rental Residential Area
Cost Per Underground Parking Stall
Cost Per Surface Parking Stall
Overall Costs Per Square Foot
LEED Premium
Total Estimated Cost per Square Foot
Hard Cost Used in Analysis
Soft costs (1)
Management
Contingency on hard and soft costs
GVRD Sewer Levy - Market Rental Residential
Rental Residential DCLs
Area Specific DCLs
Interim financing on construction costs
Land Financing
Financing fees
Other Costs and Allowances
Developer's Profit
Property Taxes
Assumed current assessment (Year 1 of analysis)
Assumed assessment after 1 year of construction (Year 2 of analysis)

594
104
104
0
$0

net square feet
stalls or
stalls with
per stall

$0
$0
$0
$137,195 or
$217,800 or
$240
$45,000
$5,000
$275.81
0.0%
$275.81
$275.81
9.0%
3.0%
3.5%
$590.00
$13.91
$5.89
5.0%
75%
5.0%
50%
1.0%

85% of gross area
1.00 stalls per 125 sq.metres + 7.5% for visitors
0 stalls at surface (portion of retail plus visitor stalls)

$1,500 per lineal metre of frontage
$10 per sq.ft. on 50% of site

per gross sq.ft. of rental residential area
per underground/structured parking stall
per at grade stall
per gross sq.ft.

of hard costs
of hard costs
of hard and soft costs
per unit
per sq.ft. of floorspace
per sq.ft. of floorspace
on 50% of hard and soft costs, assuming a
of costs financed

1.75 year construction period

of land costs financed
on construction loan

13.0% of gross revenue, or
0.3166% of assessed value
$0
$44,445,486 (50% of completed project value)

15.00% of total costs
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Attachment 10 Continued:
Analysis
Revenue
Gross Market Rental Value
Commissions on Rental Portion
Net sales revenue

$88,890,972
$1,777,819
$87,113,153

Project Costs Costs
Allowance for Rezoning Costs
Rezoning Application Fee
Allowance for Demolition of Existing Buildings
On-Site Servicing (Upgrade of Adjacent Roads/Sidewalks/Etc)
Fees, legal and survey for rental portion
Landscaping
Payment in lieu of parking stalls
Hard construction costs
Soft costs
Management
Contingency on hard and soft costs
GVRD Sewer Levy - Market Rental Residential
DCLs (Including Area Specific DCL)
Leasing costs for market rental units
Less property tax allowance during approvals/development
Net GST (assuming builder holds units)
Interim financing
Financing fees/costs
Total Project Costs Before Land

$0
$0
$0
$137,195
$0
$217,800
$0
$36,043,200
$3,243,888
$1,081,296
$1,425,318
$110,330
$2,587,464
$187,000
$105,525
$4,444,549
$1,626,961
$384,079
$51,594,604

Developer's Profit

$11,591,383

Residual to Land and Land Carry
Less interim financing on land during DP approvals/presales/construction
Less property purchase tax
Residual Land Value

$23,927,165
$1,251,690
$524,928
$22,150,548

Residual Value per sq.ft. of site
Residual Value per sq.ft. buildable

$509
$170
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Attachment 11: Land value assuming Rental 100 apartment (2016 maximum permitted rents).
Major Assumptions (shading indicates figures that are inputs; unshaded cells are formulas)
Market Rental Revenue and Operating Cost Assumptions

Rental Rate per square foot per month
Monthly Parking Revenue

$2.96 psf per month or

$1,758 per unit

$100 per month

Capitalized Value
Rental Rev

Vacancy and Non Recoverable Allowance

2.00%

Parking

Operating costs for New Rental Units

$5,000 per unit per year

Total

Property Tax Allowance
Residential Assessment (upon completion of new building)
Residential Tax Rate
Residential Property Taxes
Capitalization Rate for Rental Apartment Space
Value of Rental Units Upon Completion

Vacancy
$74,400,000 (see capitalized value to side)

Op Costs

$235,526

Taxes

3.75%

NOI

$670.41 per sq.ft. of net rental area

Net GST (assuming builder holds units)

5.00% of capitalized value of rental units

Commission on Sale of Rental Units

2.00% of value

Initial Lease Up Costs

$1,000 per unit

Fees, legal and survey for rental portion

Net

0.317%

Capitalized Value

$3,943,633
$99,840
$4,043,473

$3.03

$80,869
$3,962,604
$934,528.02

23.11%

$235,526

5.97%

$2,792,550
$74,468,004
$670 psf rentable

$0

Site and Building Size
Site size

43,560 sq.ft. or

1.00 acre

300 by
Permitted FSR

3.00 FSR

Bonus

0.00 FSR

Total Overall Density

145 feet

3.00 FSR

Total Gross floorspace

130,680 sq.ft.

Gross Residential Space

130,680 sq.ft. or

3.00 FSR

130,680 gross square feet or

3.00 FSR

Market Rental residential floorspace
Market Rental units

187 units

Average rental unit size

699 gross square feet

Average rental unit size
Market Rental parking stalls
Underground/structured parking stalls provided
Umet Parking Requirement (payment in lieu)
Payment in lieu of parking
Construction Costs
Allowance for Rezoning Costs
Rezoning Application Fee
Allowance for Demolition of Existing Buildings
On-Site Servicing (Upgrade of adjacent roads/sidewalks/etc)
Landscaping
Hard Construction Costs
Market Rental Residential Area
Cost Per Underground Parking Stall
Cost Per Surface Parking Stall
Overall Costs Per Square Foot
LEED Premium
Total Estimated Cost per Square Foot
Hard Cost Used in Analysis
Soft costs (1)
Management
Contingency on hard and soft costs
GVRD Sewer Levy - Market Rental Residential
Rental Residential DCLs
Area Specific DCLs
Interim financing on construction costs
Land Financing
Financing fees
Other Costs and Allowances
Developer's Profit
Property Taxes
Assumed current assessment (Year 1 of analysis)
Assumed assessment after 1 year of construction (Year 2 of analysis)

594
83
83
0
$0

net square feet
stalls or
stalls with
per stall

$0
$0
$0
$137,195 or
$217,800 or
$240
$45,000
$5,000
$268.65
0.0%
$268.65
$268.65
9.0%
3.0%
3.5%
$590.00
$0.00
$0.00
5.0%
75%
5.0%
50%
1.0%

85% of gross area
1.00 stalls per 125 sq.metres + 7.5% for visitors
0 stalls at surface (portion of retail plus visitor stalls)

$1,500 per lineal metre of frontage
$10 per sq.ft. on 50% of site

per gross sq.ft. of rental residential area
per underground/structured parking stall
per at grade stall
per gross sq.ft.

of hard costs
of hard costs
of hard and soft costs
per unit
per sq.ft. of floorspace
per sq.ft. of floorspace
on 50% of hard and soft costs, assuming a
of costs financed

1.75 year construction period

of land costs financed
on construction loan

13.0% of gross revenue, or
0.3166% of assessed value
$0
$37,234,002 (50% of completed project value)

15.00% of total costs
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Attachment 11 Continued:
Analysis
Revenue
Gross Market Rental Value
Commissions on Rental Portion
Net sales revenue

$74,468,004
$1,489,360
$72,978,643

Project Costs Costs
Allowance for Rezoning Costs
Rezoning Application Fee
Allowance for Demolition of Existing Buildings
On-Site Servicing (Upgrade of Adjacent Roads/Sidewalks/Etc)
Fees, legal and survey for rental portion
Landscaping
Payment in lieu of parking stalls
Hard construction costs
Soft costs
Management
Contingency on hard and soft costs
GVRD Sewer Levy - Market Rental Residential
DCLs (Including Area Specific DCL)
Leasing costs for market rental units
Less property tax allowance during approvals/development
Net GST (assuming builder holds units)
Interim financing
Financing fees/costs
Total Project Costs Before Land

$0
$0
$0
$137,195
$0
$217,800
$0
$35,107,200
$3,159,648
$1,053,216
$1,388,627
$110,330
$0
$187,000
$88,403
$3,723,400
$1,482,233
$349,913
$47,004,965

Developer's Profit
Residual to Land and Land Carry
Less interim financing on land during DP approvals/presales/construction
Less property purchase tax
Residual Land Value
Residual Value per sq.ft. of site
Residual Value per sq.ft. buildable

$9,710,628
$16,263,050
$850,761
$328,667
$15,083,623
$346
$115
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1.0

Introduction

As part of our ongoing participation in the development of land use, development, and zoning policy for False
Creek Flats, we have been asked to evaluate the land use and market effects of some additional possible
zoning changes.

2.0

I-3 Zone

This zone allows FSR 3 of office type space. The proposed change is to allow up to FSR 5, with two
requirements:
•

Use of 1 FSR at grade for a light industrial type use.

•

Provision of an economic development benefit, which might be a cash contribution the City can use to
build/own space that can be provided to industrial or arts uses or might be provision of some of the space.

We estimate that I-3 sites are worth about $15 million per acre based on FSR 3.0. Increasing the density to
5 FSR (4 office plus 1 light industrial) increases land value to about $19 million per acre. See Attachment A.
This lift in value could be used to generate economic development benefits in any of the following ways:
•

If the City wants to have control over industrial type space (at grade) in the project, we estimate that the
allocation of space would be 4 FSR market office, 0.6 FSR market industrial, and 0.4 City-owned
industrial. We assume the City would take ownership of a strata lot or take a very long term lease. We
assume that occupants of the City space would at least pay their share of operating expenses. See
Attachment B.

•

If the City wants to have control over office type space (upper floor) in the project, we estimate that the
allocation of space would be around 1 FSR market industrial, 3.75 FSR market office, and 0.25 FSR Cityowned office. See Attachment C.

•

If the City wants a financial contribution, the “CAC” would be say $4.0 million (the land lift) per acre, times
75% (the City typical share) divided by the extra 2 FSR and divided by 43,560 square feet of site, or about
$35 per square foot of buildable space. This is less than the value of simply adding FSR 2 of office (which
would be worth about $90 times 0.75) because of the obligation to provide FSR 1 of manufacturing space.

These values would be affected by the degree of freedom the developer has to accommodate office tenants.
If the range of potential tenants is severely restricted, the value would probably be lower. The difference
between allowing DEICT plus Creative Products Manufacturing versus allowing General Office is probably
not large in this location.

3.0

IC-2

This zone allows FSR 3, but only 1 FSR can be something other than manufacturing, without relaxation.
Residential is not allowed. The proposal is to allow a significant increase in density (to FSR 6.5) and a wider
range of uses including manufacturing, retail, studio, office (to a total of 3.5 FSR) and rental residential (to
3.0 FSR).

PART 2 - PAGE 1

Notwithstanding the limited range of allowable uses, sites in this zone are assessed at between $20 million
and $25 million per acre, presumably because of the high value for some kinds of service commercial and
retail uses and redevelopment potential for office. These values strike us as high but there has been a
transaction near this price.
The proposed change creates a lift in value, to more than $30 million per acre (if all the rental is at market).
The increase in value creates opportunities for the City to achieve economic benefits in different ways,
including cost contribution or space, but the amount depends on what one assumes is the form of
development and the mix of uses. Because of the high exposure of these sites, it probably makes sense to
take a cash contribution and acquire/create economic amenity space in a lower value location.
There are so few sites in the IC-2 zone that the benefits contribution could be evaluated on a case-by-case
basis, depending on density, mix of uses, site location, and the nature of the space. The proposed addition
of rental housing and the relaxation of the limit of 1 FSR on non-manufacturing will create a lift in land value.

4.0

MC-1

The MC-1 zone allows an outright density of FSR 0.75 but allows relaxations to up to FSR 2.5 for several
employment uses and up to FSR 1.8 for residential. The proposed change is to allow FSR 0.7 ground floor
industrial and 1.8 FSR residential above, which appear to already be inside the bounds of achievable density.
The potential lift depends on whether or under what circumstances relaxations would be allowed (either for
more employment space or for residential). A simple assumption would be to treat the residential space as
new, with value of $170 per square foot buildable for market rental and $115 per square foot buildable for
Rental 100.
We want to flag a concern about encouraging residential on top of industrial use in this area (parcels fronting
along Malkin), if the intent is to ensure that sites in this area continue to provide space for large floor plate
warehouse users. Building forms with large floor plate industrial can be difficult to integrate with residential
above. Adding residential will likely add costs that could limit the associated land value gain. We suggest
that residential be allowed only if the full ground floor light industrial component is provided.

5.0

Residential in the I-3 Edges and Between Prior/Malkin

Specific values will depend on the combination of uses. Rental residential land values are as in the other
districts above. One way to estimate the potential for space is to divide the market value of office space (say
$650 per square foot) by the rental land value ($170), so that the City could achieve say 3 to 4 square feet of
office space for each square foot of rental.
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Attachment A
Residual Land Value Analysis
1.0 FSR Industrial and 4.0 FSR office mix.
Assumes developer builds, leases, and then sells to an investor and expects a 15% profit margin on total costs
1.0 Assumptions
Site and Building Size Assumptions:
Assumed Site Size
Frontage
FSR
Project Size
Light Industrial
Non-Profit Light Industrial
Office Space
Light Industrial, Non-Profit Light Industrial. Space Rentable Area
Office Rentable Area
Parking (Industrial)
Parking(Office)
Total Parking Stalls
Assumed Surface Stalls

43,560
300
5.00
217,800
43,560
0
174,240
100.0%
95.0%
44
324
368
15

Revenue and Value Assumptions:
Average Office Net Lease Rate
Light Industrial
Non-Profit Light Industrial
Operating Costs for Office Space
Operating Costs for Light Industrial and Non Profit Industrial
Annual Vacancy Allowance (Not applied to Non-Market Space)
Property Management
Structural Allowance
Assumed Net Parking Revenue (after op costs - 15%)

$30.00
$18.00
$0.00
$18.00
$8.00
5.0%
0.0%
0.0%
$127.50

Capitalization Rate
Profit Allowance

4.25%
15.00% of costs or

Cost Assumptions:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing (sidewalks, landscaping, etc)
Allowance for piling, stabilization
Building Construction Costs (to base building - shell)
Parking Construction Costs
Base Building Hard Construction Costs
Sustainability Features
Allowance to finish common areas
Fit-up Allowance
Fit-up Allowance for Art, Light Industrial, etc. Space
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy (GVS&DD Development Cost Levy)
Vancouver City-wide DCL
Area-specific DCL
Interim Financing
Applied to
Applied to
Property Taxes During Development
Upfront Leasing Commissions
Marketing
Lease-up period after construction complete
Assumed up-front vacancy cost on office during lease-up
Sales Commission upon completion

$12,722
$200,000
$50,000
$0.00
$137,195
$0
$240
$45,000
$7,500
$313
0%
$50
$25
$25
9%
3%
0%
3.5%
$0.443
$13.91
$5.89
5.0%
75.0%
50.0%
1.386%

ft
sq.ft.
sq.ft.
or,
sq.ft.
or
or
stalls or 1 per
stalls or 1 per

0.0 FSR
43,560 sq.ft.
165,528 sq.ft.
93 square metres of gross area
50.0 sq. metres of commercial space

per sq.ft. of rentable area assuming landlord provides fit up allowance
per sq.ft.
non-profit light industrial
per sq.ft. of rentable area
per sq.ft. of rentable area
of lease revenue (included in operating costs)
of lease revenue
per stall per month

per
or
per
per
per
per
per

13.0% of value

gross sq.ft.
$1,500 per metre of frontage
gross sq.ft.
sq.ft.
stall (assuming underground parking)
stall (assuming surface parking)
sq.ft. buildable (including parking)

per sq.ft. of common area
per rentable square foot
per rentable square foot
of hard costs
of hard costs, fit up, and professional fees
of hard costs, fit up, management and professional fees
of hard and soft costs
per sq.ft. of building area for non-residential uses
per sq.ft. of building area
per sq.ft. of building area
on 50% of all costs assuming a
1.75 year construction period
of construction costs
of land costs
applied to land value in Year 1
$3,500,000
applied to 50% of gross value of building in Year 2, which is:
$68,921,436
17% of Year 1 revenue
$250,000
6 months, or
0.5 years
$48.00 per sq.ft. (i.e. lease revenue+operating costs) on
50% of office space during lease-up
2%
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Attachment A ~ Continued
2.0 Analysis
Value:
Lease Revenue
Recovered Operating Costs
Parking Income
Total Gross Revenue
Less Operating Costs
Less Management
Less Structural
Net Operating Income
Capitalized Value
Less Commission
Net Proceeds
Total Value per sq.ft. buildable

$5,462,424
$3,161,585
$562,297
$9,186,306
$3,327,984
$0
$0
$5,858,322
$137,842,873
$2,756,857
$135,086,015
$620

Costs:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing
Allowance for piling, stabilization
Hard Construction (including parking)
Sustainability Features
Allowance to finish common areas
Fit-Up
Upfront Leasing Commissions
Marketing
Upfront Vacancy Cost during Lease-up
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy
Vancouver City-wide DCL
Vancouver Area-specific DCL
Property Taxes during Development
Less property taxes during approvals
Interim Financing
Total Costs Before Land and Profit

$12,722
$200,000
$50,000
$0
$137,195
$0
$68,171,400
$0
$544,500
$5,227,200
$928,612
$250,000
$993,168
$6,147,774
$2,402,726
$0
$2,685,266
$96,485
$3,029,598
$1,282,651
$765,117
$24,260
$3,049,878
$95,998,554

Profit:

$17,974,711

Land Residual:
Land Residual Before Holding Costs
Less interim financing on land for construction/approvals
Less property transfer tax
Residual Land Value

$21,112,751
$1,068,833
$578,590
$19,441,068

Value per sq.ft. buildable

$89
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Attachment B
Residual Land Value Analysis
Breakeven for non-profit space assuming 1.0 FSR Industrial/non-profit industrial and 4.0 FSR office mix.
Assumes developer builds, leases, and then sells to an investor and expects a 15% profit margin on total costs
1.0 Assumptions
Site and Building Size Assumptions:
Assumed Site Size
Frontage
FSR
Project Size
Light Industrial
Non-Profit Light Industrial
Office Space
Light Industrial, Non-Profit Light Industrial. Space Rentable Area
Office Rentable Area
Parking (Industrial)
Parking(Office)
Total Parking Stalls
Assumed Surface Stalls

43,560
300
5.00
217,800
27,160
16,400
174,240
100.0%
95.0%
44
324
368
15

Revenue and Value Assumptions:
Average Office Net Lease Rate
Light Industrial
Non-Profit Light Industrial
Operating Costs for Office Space
Operating Costs for Light Industrial and Non Profit Industrial
Annual Vacancy Allowance (Not applied to Non-Market Space)
Property Management
Structural Allowance
Assumed Net Parking Revenue (after op costs - 15%)

$30.00
$18.00
$0.00
$18.00
$8.00
5.0%
0.0%
0.0%
$127.50

Capitalization Rate
Profit Allowance

4.25%
15.00% of costs or

Cost Assumptions:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing (sidewalks, landscaping, etc)
Allowance for piling, stabilization
Building Construction Costs (to base building - shell)
Parking Construction Costs
Base Building Hard Construction Costs
Sustainability Features
Allowance to finish common areas
Fit-up Allowance
Fit-up Allowance for Art, Light Industrial, etc. Space
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy (GVS&DD Development Cost Levy)
Vancouver City-wide DCL
Area-specific DCL
Interim Financing
Applied to
Applied to
Property Taxes During Development
Upfront Leasing Commissions
Marketing
Lease-up period after construction complete
Assumed up-front vacancy cost on office during lease-up
Sales Commission upon completion

$12,722
$200,000
$50,000
$0.00
$137,195
$0
$240
$45,000
$7,500
$313
0%
$50
$25
$25
9%
3%
0%
3.5%
$0.443
$13.91
$5.89
5.0%
75.0%
50.0%
1.386%

ft
sq.ft.
sq.ft.
or,
sq.ft.
or
or
stalls or 1 per
stalls or 1 per

0.376 FSR
27,160 sq.ft.
165,528 sq.ft.
93 square metres of gross area
50.0 sq. metres of commercial space

per sq.ft. of rentable area assuming landlord provides fit up allowance
per sq.ft.
non-profit light industrial
per sq.ft. of rentable area
per sq.ft. of rentable area
of lease revenue (included in operating costs)
of lease revenue
per stall per month

per
or
per
per
per
per
per

13.0% of value

gross sq.ft.
$1,500 per metre of frontage
gross sq.ft.
sq.ft.
stall (assuming underground parking)
stall (assuming surface parking)
sq.ft. buildable (including parking)

per sq.ft. of common area
per rentable square foot
per rentable square foot
of hard costs
of hard costs, fit up, and professional fees
of hard costs, fit up, management and professional fees
of hard and soft costs
per sq.ft. of building area for non-residential uses
per sq.ft. of building area
per sq.ft. of building area
on 50% of all costs assuming a
1.75 year construction period
of construction costs
of land costs
applied to land value in Year 1
$3,500,000
applied to 50% of gross value of building in Year 2, which is:
$65,699,319
17% of Year 1 revenue
$250,000
6 months, or
0.5 years
$48.00 per sq.ft. (i.e. lease revenue+operating costs) on
50% of office space during lease-up
2%
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Attachment B ~ Continued
2.0 Analysis
Value:
Lease Revenue
Recovered Operating Costs
Parking Income
Total Gross Revenue
Less Operating Costs
Less Management
Less Structural
Net Operating Income
Capitalized Value
Less Commission
Net Proceeds
Total Value per sq.ft. buildable

$5,181,984
$3,168,145
$562,297
$8,912,426
$3,327,984
$0
$0
$5,584,442
$131,398,637
$2,627,973
$128,770,665
$591

Costs:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing
Allowance for piling, stabilization
Hard Construction (including parking)
Sustainability Features
Allowance to finish common areas
Fit-Up
Upfront Leasing Commissions
Marketing
Upfront Vacancy Cost during Lease-up
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy
Vancouver City-wide DCL
Vancouver Area-specific DCL
Property Taxes during Development
Less property taxes during approvals
Interim Financing
Total Costs Before Land and Profit

$12,722
$200,000
$50,000
$0
$137,195
$0
$68,171,400
$0
$544,500
$4,817,200
$880,937
$250,000
$993,168
$6,147,774
$2,390,426
$0
$2,684,836
$96,485
$3,029,598
$1,282,651
$731,616
$24,260
$3,033,344
$95,478,113

Profit:

$17,134,382

Land Residual:
Land Residual Before Holding Costs
Less interim financing on land for construction/approvals
Less property transfer tax
Residual Land Value

$16,158,170
$818,007
$437,477
$14,878,425

Value per sq.ft. buildable

$68
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Attachment C
Residual Land Value Analysis
Breakeven for non-profit space assuming 1.0 FSR Industrial and 4.0 FSR office/Non-Profit office mix.
Assumes developer builds, leases, and then sells to an investor and expects a 15% profit margin on total costs
1.0 Assumptions
Site and Building Size Assumptions:
Assumed Site Size
Frontage
FSR
Project Size
Light Industrial
Non-Profit Office
Office Space
Light Industrial, Non-Profit Light Industrial. Space Rentable Area
Office Rentable Area
Parking (Industrial)
Parking(Office)
Total Parking Stalls
Assumed Surface Stalls

43,560
300
5.00
217,800
43,560
10,800
163,440
100.0%
95.0%
54
304
358
15

Revenue and Value Assumptions:
Average Office Net Lease Rate
Light Industrial
Non-Profit Office
Operating Costs for Office Space
Operating Costs for Light Industrial and Non Profit Industrial
Annual Vacancy Allowance (Not applied to Non-Market Space)
Property Management
Structural Allowance
Assumed Net Parking Revenue (after op costs - 15%)

$30.00
$18.00
$0.00
$18.00
$8.00
5.0%
0.0%
0.0%
$127.50

Capitalization Rate
Profit Allowance

4.25%
15.00% of costs or

Cost Assumptions:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing (sidewalks, landscaping, etc)
Allowance for piling, stabilization
Building Construction Costs (to base building - shell)
Parking Construction Costs
Base Building Hard Construction Costs
Sustainability Features
Allowance to finish common areas
Fit-up Allowance
Fit-up Allowance for Art, Light Industrial, etc. Space
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy (GVS&DD Development Cost Levy)
Vancouver City-wide DCL
Area-specific DCL
Interim Financing
Applied to
Applied to
Property Taxes During Development
Upfront Leasing Commissions
Marketing
Lease-up period after construction complete
Assumed up-front vacancy cost on office during lease-up
Sales Commission upon completion

$12,722
$200,000
$50,000
$0.00
$137,195
$0
$240
$45,000
$7,500
$311
0%
$50
$25
$25
9%
3%
0%
3.5%
$0.443
$13.91
$5.89
5.0%
75.0%
50.0%
1.386%

ft
sq.ft.
sq.ft.
or,
sq.ft.
or
or
stalls or 1 per
stalls or 1 per

0.248 FSR
43,560 sq.ft.
155,268 sq.ft.
93 square metres of gross area
50.0 sq. metres of commercial space

per sq.ft. of rentable area assuming landlord provides fit up allowance
per sq.ft.
non-profit light industrial
per sq.ft. of rentable area
per sq.ft. of rentable area
of lease revenue (included in operating costs)
of lease revenue
per stall per month

per
or
per
per
per
per
per

13.0% of value

gross sq.ft.
$1,500 per metre of frontage
gross sq.ft.
sq.ft.
stall (assuming underground parking)
stall (assuming surface parking)
sq.ft. buildable (including parking)

per sq.ft. of common area
per rentable square foot
per rentable square foot
of hard costs
of hard costs, fit up, and professional fees
of hard costs, fit up, management and professional fees
of hard and soft costs
per sq.ft. of building area for non-residential uses
per sq.ft. of building area
per sq.ft. of building area
on 50% of all costs assuming a
1.75 year construction period
of construction costs
of land costs
applied to land value in Year 1
$3,500,000
applied to 50% of gross value of building in Year 2, which is:
$65,424,151
17% of Year 1 revenue
$250,000
6 months, or
0.5 years
$48.00 per sq.ft. (i.e. lease revenue+operating costs) on
50% of office space during lease-up
2%
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Attachment C ~ Continued
2.0 Analysis
Value:
Lease Revenue
Recovered Operating Costs
Parking Income
Total Gross Revenue
Less Operating Costs
Less Management
Less Structural
Net Operating Income
Capitalized Value
Less Commission
Net Proceeds
Total Value per sq.ft. buildable

$5,170,014
$3,072,539
$548,204
$8,790,757
$3,229,704
$0
$0
$5,561,053
$130,848,302
$2,616,966
$128,231,336
$589

Costs:
Rezoning Application Fee
Rezoning Costs
Demolition Allowance
Public Art Contribution
Site Servicing
Allowance for piling, stabilization
Hard Construction (including parking)
Sustainability Features
Allowance to finish common areas
Fit-Up
Upfront Leasing Commissions
Marketing
Upfront Vacancy Cost during Lease-up
Permits and Professional fees (soft costs)
Management
Development Fee
Contingency
GVRD Sewer Levy
Vancouver City-wide DCL
Vancouver Area-specific DCL
Property Taxes during Development
Less property taxes during approvals
Interim Financing
Total Costs Before Land and Profit

$12,722
$200,000
$50,000
$0
$137,195
$0
$67,735,800
$0
$544,500
$4,970,700
$878,902
$250,000
$931,608
$6,108,570
$2,380,787
$0
$2,667,880
$96,485
$3,029,598
$1,282,651
$728,755
$24,260
$3,019,748
$95,050,162

Profit:

$17,062,619

Land Residual:
Land Residual Before Holding Costs
Less interim financing on land for construction/approvals
Less property transfer tax
Residual Land Value

$16,118,556
$816,002
$436,349
$14,841,945

Value per sq.ft. buildable

$68
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Supplemental Review of Possible Zoning Changes in False Creek Flats
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1.0

Introduction

As part of our ongoing participation in the development of land use, development, and zoning policy for False
Creek Flats, we have been asked to evaluate the land use and market effects of some additional possible
zoning changes.

2.0

Additional Scenarios for I-3 Zoning Changes

Two other possible options are being considered for some I-3 sites:
•

Shifting from 3 FSR office to 1 FSR office plus 2 FSR rental residential. We have estimated the base
value of I-3 to be about $15 million per acre. Shifting 2 FSR from office to rental residential adds around
$5 million per acre in land value, assuming market rental housing. In rough terms, the calculation is
43,560 sq. ft. site x 2 FSR x ($170 psfb - $115 psfb) = $4.8 million. The $170 minus $115 is the difference
in supportable land value between market rental residential and office.

•

Shifting from 3 FSR office to a total of 5 FSR with 1 FSR industrial, 2 FSR office, and 2 FSR market rental
residential. The supportable land value for this mix is about $25 million per acre. In rough terms, this is
made up of about $10 million in office value, $1 million in industrial value, and $14 million in residential
value.

3.0

Additional Scenario for Some I-2 Sites

There are some sites that run between Atlantic on the north side and Malkin on the south side. Because of
terrain, these sites could possibly be developed with industrial space at grade on the Malkin side and some
form of residential over part of the industrial, fronting on Atlantic. This combination would be challenging on
a level site, but with the grade change it is possible to add residential. The City wants to test townhouse as
the allowable use. There might be some challenge incorporating parking, which would either be in integral
individual garages accessed from Atlantic or in a parking structure accessed from Malkin integrated with the
industrial parking.
The base value of I-2 sites for industrial use is about $5 million per acre. Assuming the industrial value (or
functionality) is not compromised in any way, then the gain in value is based on the estimated 1.8 FSR that
is achievable in a dense townhouse configuration. Assuming rental units, the gain is about $13 million per
acre.

4.0

Allocating Potential CACs

The various zoning changes being considered create considerable potential for land lift in different parts of
False Creek Flats. The City is considering the possibility that some of this land lift can be translated into public
benefits and, because of the ability of False Creek Flats to accommodate a wide range of employment uses
in existing and emerging sectors of the regional economy, the City is exploring the possibility of achieving
public benefits that can support employment growth, diversity, and intensification rather than the typical
resident-oriented benefits such as daycare or community centre space. Possibilities include maker centres
(space and equipment), incubators for start-ups, arts/cultural supports, or affordable space for small industrial
users being priced out of the market.
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These economic benefits could be achieved in different ways:
•

Requiring development projects to incorporate some “economic amenity” space in projects.

•

Taking cash in lieu for use in creating City-owned “economic amenity” space on stand-alone sites.

The former approach has the advantage of not requiring the use of City-owned land and it also means that
these uses will be scattered across the study area. There are several disadvantages, though. Spaces will
necessarily have a wide range of sizes, with limited flexibility to adapt to changing tenant sizes because the
spaces will be in different locations. There will also be a regulatory/administrative load because there will be
a need to manage a variety of individual small leasehold spaces in different buildings. As well, this approach
will mean that in some cases the City will be taking higher value space than it needs (i.e. taking ground floor
space that would otherwise be retail on sites with high exposure). Finally, there may also be pushback from
developers, who will be concerned about the nature of industrial users that will be occupants of the Citycontrolled space within the buildings.
As an alternative, the City could collect cash in lieu and pool these funds to create one or more projects aimed
at accommodating a variety of economic uses at affordable rents. This approach requires the City to have
land, and this strikes us as another advantage of the approach. If the City can acquire and hold industrial
land in False Creek Flats, it will create the long term ability to accommodate employment uses in a variety of
spaces without the upward market pressure on rent that comes from rising land values. If the City acquires
industrial land before the effect of zoning changes kicks in, it can use high value CACs (from new residential
and office density) to acquire land at industrial prices.
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Supplemental Review of Possible Zoning Changes in False Creek Flats
2 May 2017
Coriolis Consulting Corp.

1.0

Introduction

As part of our ongoing participation in the development of land use, development, and zoning policy for False
Creek Flats, we have been asked to evaluate some specific proposed changes to zoning regulations in parts
of the study area.
This supplemental review addresses these four questions:
1. What are the implications of the proposed new I-3A zoning schedule for the viability of redevelopment
and for the provision of amenity contributions?
2. What are the implications of the proposed new IC-2A zoning schedule for the viability of redevelopment
and for the provision of amenity contributions?
3. What are the financial implications of rezoning a small area of I-3 near the hospital precinct to allow some
rental housing?
4. What are the financial implications of rezoning some sites (645 Malkin and 900 Heatley) from I-2 to a new
zone that allows ground floor industrial and stacked townhouses (rental) above?

2.0

I-3A Zone

The existing I-3 zone allows FSR 3.0 of office (with some limitations on the type of office). Some retail uses
are also allowed. There is no requirement to use the ground floor for an industrial use.
The proposed change in I-3A is to allow an increase in total density to FSR 5.0, with the office being able to
be used for a wider range of office uses, provided that FSR 1.0 the ground floor is used for industrial or artist
studio.
Relative to the value of I-3 lands, the addition of office density has an upward impact on land value, but the
requirement for FSR 1.0 of industrial or studio use has a downward impact on land value (because the ground
floor rent will be lower). The City wants to know if the net impact is positive and, if so, what a reasonable
amenity contribution might be in exchange for the bonus density.
We have previously estimated the value of I-3 land to be about $15 million per acre, which works out to about
$115 per square foot of buildable area for office (and limited retail) use.
We estimate that the net effect of adding more office density and requiring the ground floor to be industrial or
studio is to add about $5 million (see Attachment A) to $6 million (see Attachment B) per acre to the total
supportable land value assuming full development of the new maximum density of FSR 5.0. The extra land
value works out to about $57 to $69 per square foot of extra floor space. This is less than the value of office
development entitlements ($115), because the office gain is partly offset by the limitation on ground floor use.
As the City’s practice is to seek amenity contributions that are about 75% of land lift, the financial analysis
suggests that the supportable amenity contribution rate could be in the range of (in round numbers) $40 to
$50 per square foot of extra floor space, for projects going from FSR 3.0 to FSR 5.0.
However, in setting the amenity contribution rate for new office density in False Creek Flats, we recommend
that the City take into consideration the rate it seeks for similar uses and densities in nearby locations.
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3.0

IC-2A Zone

The existing IC-2 Zone allows employment uses to a maximum of FSR 3.0, although the range of employment
uses is narrow and only FSR 1.0 can be office or retail. Residential is not allowed.
Two main changes are proposed:
•

A significant broadening of potential employment uses, including allowing up to FSR 3.0 of office (albeit
with limitations on the kind of office use).

•

The addition of a significant amount of residential density (FSR 3.5).

One of the challenges in the IC-2 Zone is that existing land values (based on assessed values and sales
transactions) are significantly higher than the value supported by the existing allowable uses and density.
We estimate existing values as follows:
•

Assessed values and transactions are in the range of $20 million to $25 million per acre.

•

The uses and densities in the IC-2 zone appear to support about $5 million per acre if one assumes full
development of FSR 3.0, due to the limited allowable density for office and the fact that most of the
allowable density is industrial, which is not a strong financial performer in a multi-storey concrete building.
We estimate that the highest land value supported by existing zoning at these sites (which have high
exposure and high accessibility along Main or Great Northern Way) is about $7 million per acre for low
density retail and service commercial uses.

The high assessed values and transaction values mean these properties are being valued in the market place
based on perceived prospects for rezoning, to allow a more marketable mix of uses and perhaps to allow
higher density.
We estimate the land value supported by the proposed zoning changes independently, as the residential
opportunity can be viewed as a stand-alone change in allowable use “on top of” any changes in allowable
employment use.
The proposed new zone allows two different ways to achieve the new residential density:
•

The full FSR 3.5 can be developed as market rental housing. We assume that this would be developed
under the Rental 100 regulations. Rental 100 rents) have been increased, so we now estimate that Rental
100 units at 2017 maximum rents will currently support land value of about $160 per sq. ft. buildable (See
Attachment C). This means that the full FSR 3.5 of rental housing would add about $24 million per acre
of land value to the value of the base of FSR 3.0 for employment use.

•

Alternatively, the residential component can be developed as half (FSR 1.75) market strata if the other
half (FSR 1.75) residential is in the form of social housing units provided to the City. We estimate that
current market strata land values in the study area are about $310 per sq. ft. buildable. We estimate the
all-in construction cost of the social housing (concrete construction, parking at 1 stall per 6 units, no
developer profit, developer management fee of 5%) to be about $315 per sq. ft., so there is no land value
gain.

These numbers indicate that the additional residential density means the City can either obtain 100% of the
units as new market rental housing stock, plus potential for a significant CAC, or obtain 50% of the units as
new social housing units with no potential for CAC. In our view, it is likely that given these options most
developers will elect to use the full residential FSR for market rental housing.
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In addition to the residential density, the proposed new IC-2A zone allows a much wider array of employment
uses, particularly a broader range of office uses and the ability to use more of the allowable density for office.
We estimate the value of the FSR 3.0 of employment use under the new IC-2A zone to be similar to the value
of I-3 land, which is about $15 million per acre based on an office land value of about $115 per sq. ft. buildable.
The total supportable new land value (purchase price plus CAC) assuming the new employment uses plus
the FSR 3.5 of market rental is almost $40 million per acre, a significant lift over current market values, which
are already over the value supported by the existing IC-2 zone. The total new land value assuming the
residential is 50% strata and 50% social housing is about $15 million per acre (i.e. the employment use value)
because the new strata residential value all goes to the cost of building the social housing units.

4.0

I-3 Lands Near Hospital Precinct

The City is considering rezoning some specific I-3 sites near the hospital campus. The existing I-3 allows
FSR 3.0 of employment use, including some office uses. The proposed new zone would allow a mix of
employment and residential use. The financial analysis of these specific sites is deemed confidential by the
City and has been removed from this document.

5.0

I-2 Lands at 645 Malkin and 900 Heatley

These properties are currently zoned I-2.
The City is considering rezoning these specific sites to reduce the employment component and add potential
for residential use. The financial analysis of the specific sites is deemed confidential by the City and has
been removed from this document.
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Attachment A
Residual Land Value Analysis
Hypothetical Mixed-Use Building built in the I-3A Zone with to 1.0 FSR of Industrial and 4.0 FSR Office, Low Cap Rate on Industrial

Assumptions
Site and Building Size Assumptions:
Assumed Site Size
FSR
Project Size
Gross Retail Area
Gross Office Area
Gross Industrial Area
Rentable Area (Retail)
Rentable Area (Office)
Rentable Area (Industrial)
Parking (Retail and Office)
Parking (Industrial)
Total Stalls
Underground/structured Parking Stalls
Surface Parking Stalls

43,560
5.00
217,800
0
174,240
43,560
0
165,528
43,560
1
1
367
352
15

Revenue and Value Assumptions:
Retail Value, Leasing and Commissions
Average Retail Lease Rate for Retail Space
Operating Costs
Capitalization Rate for Retail Space
Value of Retail Space on Lease Up
Commission on Sale of Retail Space
TI on Retail Space

$35.00
$20.00
5.00%
$665
2.00%
$50.00

Office Value, Leasing and Commissions
Average Office Lease Rate for Office Space
Parking Revenue
Operating Costs
Capitalization Rate for Office Space
Value of Office Space on Lease Up
Commission on Sale of Office Space
TI on Office Space

$30.00
$127.50
$18.00
4.25%
$671
2.00%
$25.00

or

sq. ft.
sq. ft.
sq. ft.
sq. ft. or
sq. ft. or
sq. ft. or
stall per
stall per

per sq. ft. of leasable area, 5.00%
with allowance for vacancy
psf

per sq. ft. net
per space, including (-15% for operating costs)
per sq. ft.
per sq. ft. of leasable area, 5.00%
with allowance for vacancy
psf

Profit Allowance

13.0% of value

Upfront Leasing Commissions
Lease-up period after construction complete
Assumed up-front vacancy cost during lease-up
Sales Commission

of gross area
of gross area
of gross area
sq. m. for the first 300 sq.m., then 1 per additional 50 sq.m
square metres of gross area

per sq. ft. net
per sq. ft.

$18.00
$8.00
4.50%
$380
2.00%
$25.00

$50,000
$0
$0
$240
$240
$45,000
$7,500
$313
$0
12%
3.5%
$59.74
$63.39
$0.443
5.0%
75.0%
1.44%

100%
95%
100%
100
93

400 sf each

Industrial Value, Leasing and Commissions
Average Industrial Lease Rate for Industrial Space
Operating Costs
Capitalization Rate for Industrial Space
Value of Industrial Space on Lease Up
Commission on Sale of Industrial Space
TI on Industrial Space

Cost Assumptions:
Demolition Allowance
Site Servicing (sidewalks, landscaping, etc)
Allowance for piling, stabilization
Building Construction Costs (to base building commerical)
Building Construction Costs (to base building industrial)
Parking Construction Costs
Parking Construction Costs
Base Building Hard Construction Costs
Allowance to finish common areas
Soft Costs (including project management)
Contingency
City of Vancouver DCL
Layered DCL (False Creek Flats)
Metro Vancouver DCL
Interim Financing
Share of Costs Financed
Property Taxes During Development

1.0 acre

per sq. ft. net
per sq. ft.
per sq. ft. of leasable area, 5.00%
with allowance for vacancy
psf

per acre
per gross sq.ft.
per sq.ft.
per sq.ft.
per stall (assuming underground)
per stall (assuming at grade)
per sq.ft. buildable (including parking)
per sq.ft. of common area
of hard costs
of hard and soft costs
per sq. m. of floorspace
per sq. m. of floorspace
per sq. ft. of floorspace
on 50% of all costs assuming a

2.00 year construction period

applied to land value in Year 1
$3,500,000
applied to 50% of gross value of building in Year 2, which is:
17% of Year 1 revenue
6 months, or
0.5 years
$44.22 per sq.ft. (i.e. lease revenue+operating costs) on
2%

$66,899,665

50% of space during lease-up
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Attachment A ~ Continued
Analysis
Revenue
Retail Value
Office Value
Industrial Value
Parking Value
Total Commercial Value
Commission on Commercial Sale
Total Value Net of Commissions

$0
$111,001,129
$16,552,800
$8,976,000
$136,529,929
$2,730,599
$133,799,331

Costs
Demolition Allowance
Site Servicing
Allowance for piling, stabilization
Hard Construction (including parking)
Allowance to finish common areas
Marketing/T.I.
Upfront Leasing Commissions
Upfront Vacancy Cost during Lease-up
Soft Costs (including project management)
Contingency
City of Vancouver DCL
Layered DCL (False Creek Flats)
Metro Vancouver DCL
Property Taxes during Development
Interim Financing
Total Costs Before Land and Profit
Total Costs per sq.ft. buildable

$50,000
$0
$0
$68,171,400
$0
$5,020,290
$977,486
$2,407,680
$8,180,568
$2,672,319
$1,208,795
$1,282,651
$96,485
$1,013,122
$3,415,530
$94,496,327
$434

Profit:

$17,447,433

Land Residual:
Land Residual Before Holding Costs
Less interim financing on land
Less property taxes during approvals
Less property closing costs
Residual Land Value

$21,855,571
$1,741,616
$25,184
$200,888
$19,887,883

Value per sq.ft. buildable
Value per sq.ft. of site area

$91
$457

I-3 Existing Value
Land Lift
Per Sq. Ft. of Bonus Density

$15,026,928
$4,860,955
$55.80

Industrial Cap of 4.5%
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Attachment B
Residual Land Value Analysis
Hypothetical Mixed-Use Building built in the I-3A Zone with to 1.0 FSR of Industrial and 4.0 FSR Office, High Cap Rate on Industrial

Assumptions
Site and Building Size Assumptions:
Assumed Site Size
FSR
Project Size
Gross Retail Area
Gross Office Area
Gross Industrial Area
Rentable Area (Retail)
Rentable Area (Office)
Rentable Area (Industrial)
Parking (Retail and Office)
Parking (Industrial)
Total Stalls
Underground/structured Parking Stalls
Surface Parking Stalls

43,560
5.00
217,800
0
174,240
43,560
0
165,528
43,560
1
1
367
352
15

Revenue and Value Assumptions:
Retail Value, Leasing and Commissions
Average Retail Lease Rate for Retail Space
Operating Costs
Capitalization Rate for Retail Space
Value of Retail Space on Lease Up
Commission on Sale of Retail Space
TI on Retail Space

$35.00
$20.00
5.00%
$665
2.00%
$50.00

Office Value, Leasing and Commissions
Average Office Lease Rate for Office Space
Parking Revenue
Operating Costs
Capitalization Rate for Office Space
Value of Office Space on Lease Up
Commission on Sale of Office Space
TI on Office Space

$30.00
$127.50
$18.00
4.25%
$671
2.00%
$25.00

or

sq. ft.
sq. ft.
sq. ft.
sq. ft. or
sq. ft. or
sq. ft. or
stall per
stall per

per sq. ft. of leasable area, 5.00%
with allowance for vacancy
psf

per sq. ft. net
per space, including (-15% for operating costs)
per sq. ft.
per sq. ft. of leasable area, 5.00%
with allowance for vacancy
psf

Profit Allowance

13.0% of value

Upfront Leasing Commissions
Lease-up period after construction complete
Assumed up-front vacancy cost during lease-up
Sales Commission

of gross area
of gross area
of gross area
sq. m. for the first 300 sq.m., then 1 per additional 50 sq.m
square metres of gross area

per sq. ft. net
per sq. ft.

$18.00
$8.00
4.25%
$402
2.00%
$25.00

$50,000
$0
$0
$240
$240
$45,000
$7,500
$313
$0
12%
3.5%
$59.74
$63.39
$0.443
5.0%
75.0%
1.44%

100%
95%
100%
100
93

400 sf each

Industrial Value, Leasing and Commissions
Average Industrial Lease Rate for Industrial Space
Operating Costs
Capitalization Rate for Industrial Space
Value of Industrial Space on Lease Up
Commission on Sale of Industrial Space
TI on Industrial Space

Cost Assumptions:
Demolition Allowance
Site Servicing (sidewalks, landscaping, etc)
Allowance for piling, stabilization
Building Construction Costs (to base building commerical)
Building Construction Costs (to base building industrial)
Parking Construction Costs
Parking Construction Costs
Base Building Hard Construction Costs
Allowance to finish common areas
Soft Costs (including project management)
Contingency
City of Vancouver DCL
Layered DCL (False Creek Flats)
Metro Vancouver DCL
Interim Financing
Share of Costs Financed
Property Taxes During Development

1.0 acre

per sq. ft. net
per sq. ft.
per sq. ft. of leasable area, 5.00%
with allowance for vacancy
psf

per acre
per gross sq.ft.
per sq.ft.
per sq.ft.
per stall (assuming underground)
per stall (assuming at grade)
per sq.ft. buildable (including parking)
per sq.ft. of common area
of hard costs
of hard and soft costs
per sq. m. of floorspace
per sq. m. of floorspace
per sq. ft. of floorspace
on 50% of all costs assuming a

2.00 year construction period

applied to land value in Year 1
$3,500,000
applied to 50% of gross value of building in Year 2, which is:
17% of Year 1 revenue
6 months, or
0.5 years
$44.22 per sq.ft. (i.e. lease revenue+operating costs) on
2%

$67,635,496

50% of space during lease-up
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Attachment B ~ Continued
Analysis
Revenue
Retail Value
Office Value
Industrial Value
Parking Value
Total Commercial Value
Commission on Commercial Sale
Total Value Net of Commissions

$0
$111,001,129
$17,526,494
$9,504,000
$138,031,624
$2,760,632
$135,270,991

Costs
Demolition Allowance
Site Servicing
Allowance for piling, stabilization
Hard Construction (including parking)
Allowance to finish common areas
Marketing/T.I.
Upfront Leasing Commissions
Upfront Vacancy Cost during Lease-up
Soft Costs (including project management)
Contingency
City of Vancouver DCL
Layered DCL (False Creek Flats)
Metro Vancouver DCL
Property Taxes during Development
Interim Financing
Total Costs Before Land and Profit
Total Costs per sq.ft. buildable

$50,000
$0
$0
$68,171,400
$0
$5,020,290
$977,486
$2,407,680
$8,180,568
$2,672,319
$1,208,795
$1,282,651
$96,485
$1,023,712
$3,415,927
$94,507,313
$434

Profit:

$17,639,337

Land Residual:
Land Residual Before Holding Costs
Less interim financing on land
Less property taxes during approvals
Less property closing costs
Residual Land Value

$23,124,340
$1,842,721
$25,184
$212,564
$21,043,871

Value per sq.ft. buildable
Value per sq.ft. of site area

$97
$483

I-3 Existing Value
Land Lift
Per Sq. Ft. of Bonus Density

$15,026,928
$6,016,943
$69.06

Industrial Cap of 4.25%
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Attachment C
Hypothetical Rental Apartment Development - Rental 100 at 2017 maximum rents

Major Assumptions (shading indicates figures that are inputs; unshaded cells are formulas)
Market Rental Revenue and Operating Cost Assumptions

Rental Rate per square foot per month
Monthly Parking Revenue

$3.22 psf per month or

$1,911 per unit

$100 per month

Capitalized Value
Rental Rev

Vacancy and Non Recoverable Allowance

2.00%

Parking

Operating costs for New Rental Units

$5,000 per unit per year

Total

Property Tax Allowance
Residential Assessment (upon completion of new building)
Residential Tax Rate
Residential Property Taxes
Capitalization Rate for Rental Apartment Space
Value of Rental Units Upon Completion

Vacancy
$96,500,000 (see capitalized value to side)

Op Costs

$305,487

Taxes

3.75%

NOI

$744.83 per sq.ft. of net rental area

Net GST (assuming builder holds units)

5.00% of capitalized value of rental units

Commission on Sale of Rental Units

2.00% of value

Initial Lease Up Costs

$1,000 per unit

Fees, legal and survey for rental portion

Net

0.317%

Capitalized Value

$5,000,630
$117,120
$5,117,750

$3.29

$102,355
$5,015,395
$1,090,282.69

21.30%

$305,487

6.11%

$3,619,625
$96,523,325
$745 psf rentable

$0

Site and Building Size
Site size

43,560 sq.ft. or

1.00 acre

300 by
Permitted FSR

3.50 FSR

Bonus

0.00 FSR

Total Overall Density

145 feet

3.50 FSR

Total Gross floorspace

152,460 sq.ft.

Gross Residential Space

152,460 sq.ft. or

3.50 FSR

152,460 gross square feet or

3.50 FSR

Market Rental residential floorspace
Market Rental units

218 units

Average rental unit size

699 gross square feet

Average rental unit size
Market Rental parking stalls
Underground/structured parking stalls provided
Umet Parking Requirement (payment in lieu)
Payment in lieu of parking
Construction Costs
Allowance for Rezoning Costs
Rezoning Application Fee
Allowance for Demolition of Existing Buildings
On-Site Servicing (Upgrade of adjacent roads/sidewalks/etc)
Landscaping
Hard Construction Costs
Market Rental Residential Area
Cost Per Underground Parking Stall
Cost Per Surface Parking Stall
Overall Costs Per Square Foot
LEED Premium
Total Estimated Cost per Square Foot
Hard Cost Used in Analysis
Soft costs (1)
Management
Contingency on hard and soft costs
GVRD Sewer Levy - Market Rental Residential
Rental Residential DCLs
Area Specific DCLs
Interim financing on construction costs
Land Financing
Financing fees
Other Costs and Allowances
Developer's Profit
Property Taxes
Assumed current assessment (Year 1 of analysis)
Assumed assessment after 1 year of construction (Year 2 of analysis)

594
98
98
0
$0

net square feet
stalls or
stalls with
per stall

$0
$0
$0
$137,195 or
$217,800 or
$240
$45,000
$7,500
$268.81
0.0%
$268.81
$268.81
9.0%
3.0%
3.5%
$590.00
$0.00
$0.00
5.0%
75%
5.0%
50%
1.0%

85% of gross area
1.00 stalls per 125 sq.metres + 7.5% for visitors
0 stalls at surface (portion of retail plus visitor stalls)

$1,500 per lineal metre of frontage
$10 per sq.ft. on 50% of site

per gross sq.ft. of rental residential area
per underground/structured parking stall
per at grade stall
per gross sq.ft.

of hard costs
of hard costs
of hard and soft costs
per unit
per sq.ft. of floorspace
per sq.ft. of floorspace
on 50% of hard and soft costs, assuming a
of costs financed

2.00 year construction period

of land costs financed
on construction loan

13.0% of gross revenue, or
0.3166% of assessed value
$0
$48,261,662 (50% of completed project value)

15.00% of total costs
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Attachment C ~ Continued
Analysis
Revenue
Gross Market Rental Value
Commissions on Rental Portion
Net sales revenue

$96,523,325
$1,930,466
$94,592,858

Project Costs Costs
Allowance for Rezoning Costs
Rezoning Application Fee
Allowance for Demolition of Existing Buildings
On-Site Servicing (Upgrade of Adjacent Roads/Sidewalks/Etc)
Fees, legal and survey for rental portion
Landscaping
Payment in lieu of parking stalls
Hard construction costs
Soft costs
Management
Contingency on hard and soft costs
GVRD Sewer Levy - Market Rental Residential
DCLs (Including Area Specific DCL)
Leasing costs for market rental units
Less property tax allowance during approvals/development
Net GST (assuming builder holds units)
Interim financing
Financing fees/costs
Total Project Costs Before Land

$0
$0
$0
$137,195
$0
$217,800
$0
$40,982,400
$3,688,416
$1,229,472
$1,618,935
$128,620
$0
$218,000
$152,780
$4,826,166
$1,994,992
$413,961
$55,608,738

Developer's Profit

$12,586,642

Residual to Land and Land Carry
Less interim financing on land during DP approvals/presales/construction
Less property purchase tax
Residual Land Value

$26,397,479
$1,534,353
$579,109
$24,284,017

Residual Value per sq.ft. of site
Residual Value per sq.ft. buildable

$557
$159
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APPENDIX B

VIA EMAIL
13 September 2017
Mr. Jerry Evans
Director of Real Estate Services
City of Vancouver
Suite 400
507 West Broadway
Vancouver BC
V5Z 0B4
Dear Mr. Evans:
Re:

Proposed Density Bonus Charge for New Rental Residential Density in False Creek Flats

Our firm provided market and financial analysis inputs to the City of Vancouver team working on the plan for
False Creek Flats. Our work included estimating the land value supported by the proposed new land uses
and densities being considered in the plan, to assist the City in selecting the amenity contribution rates to be
used in density bonusing or in rezonings.
You have had developer feedback on one aspect of the City’s proposed contribution rates, with regard to new
bonus density that will be available for rental residential development in some parts of False Creek Flats. You
provided me with documentation from the developers you met with, indicating that the developers do not
agree with some of the assumptions and values we used in our analysis. You asked me to respond to the
developer comments.
To begin, I have summarized our analysis and the City’s proposal for new rental residential density:

•

We estimated that the land value supportable by new rental residential density, assuming that such
projects would proceed under the Rental 100 program, would be about $160 per square foot of buildable
space. This value is based on the assumption that the new density is available by way of density bonus
(i.e. it is at the developer’s option whether to seek the additional density) that will not require rezoning by
the developer. Exhibit 1 attached to this letter shows the financial model that yields this land value
estimate. This exhibit is the same as the one included in our report as Part 4, Attachment C (May 2017).

•

The City has proposed a density bonus contribution rate of $120 per square foot of buildable space,
which is below our estimate of the supportable land value.

You provided me with documentation from the developers you met with, including a letter dated September
7 from a group of ten rental developers and the Urban Development Institute.

These documents indicate that the developers are of the view that (a) in principle there should be no charge
for new rental residential density and (b) some of our assumptions are incorrect and, if revised, would result
in a calculation that shows that rental residential supports no land value.
I have structured my response to these comments in three parts:

•

Market evidence of what developers are paying for rental residential development sites and how this
evidence compares with our analysis and the City’s proposed contribution rate for rental residential bonus
density.

•

The question of whether in principle there should be any contribution rate for rental housing density
bonus.

•

The specific comments from the developers about assumptions and values in our financial analysis.

Market Transactions
We have hard evidence of recent transactions in which developers have acquired land with the intent of
developing high density, concrete rental residential projects in the vicinity of False Creek Flats. These
transactions indicate values of more than $200 per square foot buildable, for development proposals that are
all rental residential or all rental residential with some ground floor commercial space.
This is clear evidence that at least some developers believe that rental residential development in Vancouver
supports a substantial land value. The market evidence indicates that our estimate of $160 could be light and
clearly indicates that making rental residential bonus density available at $120 per square foot buildable (as
the City proposes) is well below market value. If developers believe that rental residential is viable when
paying $200+ per square foot buildable for development entitlements, it is difficult to see how new rental
development entitlements available at $120 per square foot buildable would be unattractive to the market or
not financially viable.
The Principle of Financial Contributions for Rental Residential Bonus Density
The letter from the developers states that in principle the amenity contribution for market rental housing should
be zero and that “the City should be providing incentives for the development of market rental, not introducing
further barriers.”
There appear to be three assumptions embedded in these comments. The first assumption is that to be
financially viable (and attractive for developers to build), rental residential density must be available at no
cost. This is simply not the case in Vancouver, based on market transactions and financial modelling of new
rental development projects. Rental residential supports a significant land value and new residential
development can be financially attractive if it pays a land value (which is in essence what the density bonus
contribution rate is). It is certainly true that new rental residential does not support as much land value as
new residential strata. However, in the case of the False Creek Flats plan, the new residential bonus density
is only available for rental, so a rental developer does not have to compete with strata developers for land; a
rental developer simply has to decide whether obtaining the extra rental residential density (at $120 per
square foot buildable) makes for a viable rental project. Considering that developers of market rental have
been paying $200+, then the ability to obtain rental density for $120 means that new rental is not only viable
but could provide a better return on investment for developers.
The second assumption the developers are making is that making density available for free becomes an
incentive to developers. The City already provides incentives for rental, by eliminating DCLs and reducing
parking requirements. The developer input suggests that a further incentive (free density) is also necessary
to encourage more rental supply.
There are two ways to respond to this. The first response is that if rental developers can obtain bonus rental
density for $120 (even though it supports a higher value), then this is a significant incentive. This is already
a significant discount from market price, and it creates the conditions for attractive financial performance. In
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my view, there is no evidence to support the claim that reducing the price of density to zero is necessary to
incent rental construction.
The second response is that it is necessary to consider what happens in the land market when extra density
is available for free or at significantly discounted cost. People who own under-developed land and want to
sell it into the development market are generally astute. When they know that extra density is available on
favourable terms, they expect to obtain much or all of this value when they sell the land to a developer. If
rental residential density is worth $200 per foot but is available via density bonus for free, this $200 does not
turn into a new incentive for a developer who buys a site. The $200 simply becomes part of the purchase
price of the land, because the land market is extremely good at capitalizing in the value of additional
development entitlements available at a discounted price. The only developers who benefit from bonus
density available at a discount price are developers who have already purchased development sites based
on the previous allowable maximum density. For them, the additional density at discount pricing is a clear
financial gain. The benefit of this discount price density means that their projects will perform better (in
financial terms) than projects built by developers who pay full market price for land.
The third assumption being made by the developers is that paying for bonus density constitutes a barrier to
new construction. If new density supports land value, then paying this land value (or somewhat less) is not a
barrier to supply. As previously noted, going forward developers buying sites will pay this land value one way
or another: either by paying for bonus density or by paying for sites that have capitalized in the anticipated
value. There is no barrier unless the City tries to achieve benefits that cost more than the density is worth.
In our experience, when developers express the view that a bonus density charge is too high even when it is
clearly set at a level that is below market land value (which results in attractive financial performance), there
is a good possibility that such developers have already paid a price for land that has capitalized in some or
all of the anticipated value of the extra density. It is not that the new bonus density supports no land value;
rather, they have already paid the land value when they acquired the site. This situation has arisen at various
times and places in the City when the market anticipates future additional density but does not anticipate that
such density will be linked with a bonus density contribution or CAC.
One final comment about the principle of density bonus contributions for rental housing is that new rental
housing creates needs for amenities such as day care and open space. In principle, if new rental housing can
make a contribution and still be financially viable, then it is reasonable to seek contributions as long as there
is no impact on the pace or amount of new units that are built.
Specific Comments on Our Financial Analysis
We used financial models to estimate the land value supported by new rental residential, assuming it is
available as a density bonus in addition to existing base density. We calibrate our models so that the outcome
is consistent with market transaction evidence. As already indicated, we estimated the value assuming Rental
100 parameters to be $160 per square foot buildable.
The developer letter identifies about twenty financial variables for which they think we have used incorrect
numbers. I have reviewed them individually.

•

Rental Rates. We calculated an overall average rent of $3.22 per square foot per month using Rental
100 rent rates (East Side) and our assumed unit sizes and mix. The developers indicate that they think
this calculation is incorrect, but I have checked our math and the number is right. In any case, the
developer letter states that the rent should be higher ($3.25) not lower, so I don’t understand their point.
A higher rent would support a higher land value.

•

Cap Rates. The value of rental projects is highly sensitive to cap rates so we took great care in choosing
the cap rate for this analysis. We have listing evidence, sales evidence, and appraisal evidence
supporting cap rates for new rental residential developments in the City in the range of 3.65% to 4.00%,
and there is evidence that since we completed our analysis rates may have fallen (we have current listings
indicating rates in the 3.5% to 3.7% range for newer buildings). While we would agree that cap rates for
rental projects in suburban parts of Metro are higher than what we have used, for a new project in the

3

City with excellent transit access and proximity to Downtown we are confident that 3.75% is a reasonable
value. We would be happy to consider any evidence that supports a higher cap rate, but we have not
seen any. The developers note the possibility that rising interest rates might lead to rising cap rates. Over
the long term, there is not always a direct correlation between changes in interest rates and changes in
cap rates. However, the City should be sensitive to changes in all key financial variables (cap rate, costs,
rents) and adjust its density bonus rates if appropriate.

•

Operating Expenses. We use $5,000 per unit per year, not including property taxes. Adding taxes (which
we estimated at $1,400) brings total operating expenses to $6,400. The developers suggest $5,500 and
I assume they mean not including taxes, although they are silent on the subject of property tax. The
developer correspondence suggests that our number is right for short term costs but should be increased
to reflect longer term costs. If a project is evaluated over the longer term, there would be additional costs
but there would also be growth in rent rates. Rent rates have tended to rise faster than the rate of inflation
on costs (which is one of the reason why cap rates are so low), so I don’t agree that longer term operating
costs should be factored into the analysis unless we also factor in long term rent growth.

•

Efficiency. We assume an average ratio of net rentable to gross floor area of 85%. In arriving at this
number, we reviewed the efficiency of seven recently approved or planned rental residential
developments in the City. These ranged from a low of 77% to a high of 90% and the overall average is
more than 85%, so we think our number is reasonable. We know that additional amenity space is
sometimes provided in rental buildings, which would lower efficiency, but we are of the view that a
developer would only voluntarily add amenity space (as there is no City requirement to do so when
rezoning is not involved) if the cost would be offset by extra rent revenue.

•

Hard Construction Cost. Our figure works out to just under $270 per gross square foot inclusive of
underground parking and $271 if we include our landscaping cost. This figure is based on the BDC cost
index, the 2017 Altus Cost Guide, and discussions with developers. We understand that costs are rising,
so if we updated our analysis to late 2017 we would use a higher number. However, rents have also risen
and are likely to continue to rise, so the effect of increased cost is offset by rising rents. The developers
suggest that this cost should be $315, which is about $45 per square foot more than our number. We
also note that the proposed rental density bonus allows additional floor area on top of an assumed base
project. Usually, the marginal extra cost of extra space per square foot is lower than average construction
cost per square foot because some costs are already absorbed by the base building (e.g. mobilization
and demobilization, excavation, de-watering, foundations, roof).

•

Soft Costs. We use 9% of hard costs. The developers say these costs range (which is true) but they do
not suggest an alternative value. Our number is based on typical projects.

•

Environmental Remediation, Demolition, and Hazardous Material. We do not include an allowance
for these items because the rental residential we are modelling is bonus density on top of the base density
already allowed. Any costs for demolition and remediation should be assumed to be carried by the portion
of the project that consists of the uses/densities allowed under the base zoning. The extra density
available from the bonus does not have to carry these costs.

•

Rental Residential DCLs. We do not include these costs, as we assumed projects would be built under
the Rental 100 program. The developers think these should be included, but then the rents would be
market rents (which are currently higher than Rental 100 rents in this location).

•

Contingency on Hard Costs. We use 3.5% and the developers suggest 5.0%. We see projects in the
range of 3% to 5%, so we are in the range of typical projects.

•

Contingency on Soft Costs. The developers characterize us as using 0% and they indicate the number
should be 2%. However, our contingency of 3.5% is applied to all hard and soft costs, so we are actually
using a higher contingency than they suggest.

•

Leasing/Commission Costs. We used $1,000 per unit and the developers suggest $3,418 per unit. We
have seen projects with allowances up to $3,000. However, in our view the combination of extremely low
rental vacancy, Rental 100 rents (which are a little below market), and the high attractiveness of the False
Creek Flats location means that it will not be difficult or expensive to fill up new rental projects in this
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area. In any case, an extra $2,500 per unit (i.e. $3 to 4 per square foot or so) is not a significant number
relative to the land values under discussion.

•

Management Fees. We use 3% and the developers suggest 4%. We see projects in the range of 3% to
4%, so we think our number is reasonable.

•

Legal Fees. We do not show a separate figure for this because we include it in our soft cost allowance.

•

FF&E. We do not include this as we assume it is part of hard cost. The estimate provided by the
developers ($125,000) is not a significant number and would have no material effect on land value if
included.

•

Off-Site Costs. The developers indicate that we do not include an allowance, but our model includes
$140,000 for this category. The developers suggest a range of $150,000 to $500,000, so we are close to
the low end of their range. Note that this figure should be $0 if the off-sites are assumed to be carried by
the base density part of the project.

•

Property Tax Carrying Cost. The developers say we have included 1 year, but we have included 2.5
years. They suggest 4 years, which may indicate that they assume rezoning is involved (which is not the
case). Also, we have not offset the taxes with any holding income that might be available during the
approvals period.

•

Interest During Construction and Rent-up. We assume 2 years of construction and post-construction
financing, which should be adequate for the construction of the upper floor space that is the bonus
density. The developers say we use $0, but this would only be true if the bonus density takes the full 2
years to build, which we do not think is the case. They allow 2 months, which is already accounted for in
our analysis.

•

Financing Fees. We use 1% as we have seen projects that achieve this rate. The developers suggest
1.5%, which we have also seen.

•

Loan to Cost Ratio for Construction Financing. We see projects in the range of 65% to 80% and we
used 75% which is in this range. The developers suggest 80%, at the high end of the range.

•

Financing Fees, Land Loan. We do not include this line item. The developers suggest this should be
1%. In some cases, developers do not borrow the land cost. In any event, if we assume that the land cost
for the bonus rental residential density is $120 per square foot, a 1% fee would be $1.20 per square foot
which is not significant.

To summarize this review of financial line items:

•

In some cases, it is our opinion that the values suggested by the developers are incorrect. Cap rate,
efficiency, and some of the cost items (e.g. remediation and demolition) are numbers for which we are
very confident in our values and we think the numbers suggested by the developers are not consistent
with the market or are not appropriate to include (because we are modelling the performance of bonus
density above a base density project and there is no rezoning involved).

•

In some cases, our numbers are actually quite close or the differences are so small that they have no
material impact on the calculation of supportable land value. Leasing cost, FF&E, land loan financing
fee, and construction financing fee are examples of numbers where the variance is not material.

•

For some numbers, our figures and the developer figures are both within the band that we would call
typical. In such cases, we tend to use the low end of the cost range, because we know these numbers
are achievable. The developers have tended to use the high end of the cost range.

For illustrative purposes, we have adjusted our model to test the sensitivity to some changes in the numbers.
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In Exhibit 2, we show a scenario with these changes:

•

We increase hard cost to $300 (an increase of more than 10%) even though we do not adjust the rents
upward (market rents have increased since our analysis was completed), but we also eliminate our
$140,000 in off-sites assuming they are carried by the base project.

•

We increase marketing cost to $3,000 per unit.

These changes drop the land value to $124 per square foot buildable, still slightly higher than the City’s
proposed rate. We note that if we also adjusted the cap rate in this sensitivity test to 4.25% the land value
would fall dramatically to $74. This suggests the cap rate is the most important variable raised by the
developers, so it would be highly informative if they could provide evidence of new, concrete, transit oriented
rental projects in central Vancouver that are listed or have recently sold at cap rates over 4%.
The developers acknowledge that the density bonus zoning approach generates some financial benefit, which
they estimate at $3 million for a hypothetical one acre site. This works out to $20 per square foot buildable,
assuming 3.5 FSR of bonus density. The developers then suggest that the City propose a new contribution
rate based on their submission. It appears that the industry opinion is that in principle the contribution should
be zero but in practice rental has the financial ability to support a contribution but at a lower rate than proposed
by the City.
Conclusion
Financial modelling of development projects always involves some uncertainty and ranges. In our view, our
estimate is reasonable and seems to be conservative based on actual rental development site transactions.
The City’s proposed bonus density rate of $120 is financially attractive and is likely to encourage new rental
construction in False Creek Flats.

Yours truly,
CORIOLIS CONSULTING CORP.

Jay Wollenberg
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Exhibit 1 - Assumptions
Major Assumptions (shading indicates figures that are inputs; unshaded cells are formulas)
Market Rental Revenue and Operating Cost Assumptions

Rental Rate per square foot per month
Monthly Parking Revenue
Vacancy and Non Recoverable Allowance
Operating costs for New Rental Units
Property Tax Allowance
Residential Assessment (upon completion of new building)
Residential Tax Rate
Residential Property Taxes
Capitalization Rate for Rental Apartment Space
Value of Rental Units Upon Completion
Net GST (assuming builder holds units)
Commission on Sale of Rental Units
Initial Lease Up Costs
Fees, legal and survey for rental portion
Site and Building Size
Site size
Permitted FSR
Bonus
Total Overall Density
Total Gross floorspace
Gross Residential Space
Market Rental residential floorspace
Market Rental units
Average rental unit size
Average rental unit size
Market Rental parking stalls
Underground/structured parking stalls provided
Umet Parking Requirement (payment in lieu)
Payment in lieu of parking
Construction Costs
Allowance for Rezoning Costs
Rezoning Application Fee
Allowance for Demolition of Existing Buildings
On-Site Servicing (Upgrade of adjacent roads/sidewalks/etc)
Landscaping
Hard Construction Costs
Market Rental Residential Area
Cost Per Underground Parking Stall
Cost Per Surface Parking Stall
Overall Costs Per Square Foot
LEED Premium
Total Estimated Cost per Square Foot
Hard Cost Used in Analysis
Soft costs (1)
Management
Contingency on hard and soft costs
GVRD Sewer Levy - Market Rental Residential
Rental Residential DCLs
Area Specific DCLs
Interim financing on construction costs
Land Financing
Financing fees
Other Costs and Allowances
Developer's Profit
Property Taxes
Assumed current assessment (Year 1 of analysis)
Assumed assessment after 1 year of construction (Year 2 of analysis)

$3.22 psf per month or

$1,911 per unit

$100 per month
2.00%
$5,000 per unit per year
$96,500,000
0.317%
$305,487
3.75%
$744.83
5.00%
2.00%
$1,000
$0

Rental Rev
Parking
Total
Vacancy
Net
Op Costs
Taxes
NOI
Capitalized Value

(see capitalized value to side)

per sq.ft. of net rental area
of capitalized value of rental units
of value
per unit

43,560
300
3.50
0.00
3.50
152,460

sq.ft. or
by
FSR
FSR
FSR
sq.ft.

1.00 acre
145 feet

152,460
152,460
218
699
594
98
98
0
$0

sq.ft. or
gross square feet or
units
gross square feet
net square feet
stalls or
stalls with

3.50 FSR
3.50 FSR

$5,000,630
$117,120
$5,117,750
$102,355
$5,015,395
$1,090,282.69
$305,487
$3,619,625
$96,523,325
$745

85% of gross area
1.00 stalls per 125 sq.metres + 7.5% for visitors
0 stalls at surface (portion of retail plus visitor stalls)

per stall

$0
$0
$0
$137,195 or
$217,800 or
$240
$45,000
$7,500
$268.81
0.0%
$268.81
$268.81
9.0%
3.0%
3.5%
$590.00
$0.00
$0.00
5.0%
75%
5.0%
50%
1.0%

Capitalized Value

per
per
per
per

$1,500 per lineal metre of frontage
$10 per sq.ft. on 50% of site
gross sq.ft. of rental residential area
underground/structured parking stall
at grade stall
gross sq.ft.

of hard costs
of hard costs
of hard and soft costs
per unit
per sq.ft. of floorspace
per sq.ft. of floorspace
on 50% of hard and soft costs, assuming a
of costs financed

2.00 year construction period

of land costs financed
on construction loan

13.0% of gross revenue, or
0.3166% of assessed value
$0
$48,261,662 (50% of completed project value)

15.00% of total costs
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Exhibit 1 (Continued) Analysis
Analysis
Revenue
Gross Market Rental Value
Commissions on Rental Portion
Net sales revenue

$96,523,325
$1,930,466
$94,592,858

Project Costs Costs
Allowance for Rezoning Costs
Rezoning Application Fee
Allowance for Demolition of Existing Buildings
On-Site Servicing (Upgrade of Adjacent Roads/Sidewalks/Etc)
Fees, legal and survey for rental portion
Landscaping
Payment in lieu of parking stalls
Hard construction costs
Soft costs
Management
Contingency on hard and soft costs
GVRD Sewer Levy - Market Rental Residential
DCLs (Including Area Specific DCL)
Leasing costs for market rental units
Less property tax allowance during approvals/development
Net GST (assuming builder holds units)
Interim financing
Financing fees/costs
Total Project Costs Before Land

$0
$0
$0
$137,195
$0
$217,800
$0
$40,982,400
$3,688,416
$1,229,472
$1,618,935
$128,620
$0
$218,000
$152,780
$4,826,166
$1,994,992
$413,961
$55,608,738

Developer's Profit

$12,586,642

Residual to Land and Land Carry
Less interim financing on land during DP approvals/presales/construction
Less property purchase tax
Residual Land Value

$26,397,479
$1,534,353
$579,109
$24,284,017

Residual Value per sq.ft. of site
Residual Value per sq.ft. buildable

$557
$159
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Exhibit 2 - Assumptions
Major Assumptions (shading indicates figures that are inputs; unshaded cells are formulas)
Market Rental Revenue and Operating Cost Assumptions

Rental Rate per square foot per month
Monthly Parking Revenue
Vacancy and Non Recoverable Allowance
Operating costs for New Rental Units
Property Tax Allowance
Residential Assessment (upon completion of new building)
Residential Tax Rate
Residential Property Taxes
Capitalization Rate for Rental Apartment Space
Value of Rental Units Upon Completion
Net GST (assuming builder holds units)
Commission on Sale of Rental Units
Initial Lease Up Costs
Fees, legal and survey for rental portion
Site and Building Size
Site size
Permitted FSR
Bonus
Total Overall Density
Total Gross floorspace
Gross Residential Space
Market Rental residential floorspace
Market Rental units
Average rental unit size
Average rental unit size
Market Rental parking stalls
Underground/structured parking stalls provided
Umet Parking Requirement (payment in lieu)
Payment in lieu of parking
Construction Costs
Allowance for Rezoning Costs
Rezoning Application Fee
Allowance for Demolition of Existing Buildings
On-Site Servicing (Upgrade of adjacent roads/sidewalks/etc)
Landscaping (included in hard costs)
Hard Construction Costs
Overall Costs Per Square Foot
LEED Premium
Total Estimated Cost per Square Foot
Hard Cost Used in Analysis
Soft costs (1)
Management
Contingency on hard and soft costs
GVRD Sewer Levy - Market Rental Residential
Rental Residential DCLs
Area Specific DCLs
Interim financing on construction costs
Land Financing
Financing fees
Other Costs and Allowances
Developer's Profit
Property Taxes
Assumed current assessment (Year 1 of analysis)
Assumed assessment after 1 year of construction (Year 2 of analysis)

$3.22 psf per month or

$1,911 per unit

$100 per month
2.00%
$5,000 per unit per year
$96,545,295
0.317%
$305,631
3.75%
$745
5.00%
2.00%
$3,000
$0

Rental Rev
Parking
Total
Vacancy
Net
Op Costs
Taxes
NOI
Capitalized Value

(see capitalized value to side)

per sq.ft. of net rental area
of capitalized value of rental units
of value
per unit

43,560
300
3.50
0.00
3.50
152,460

sq.ft. or
by
FSR
FSR
FSR
sq.ft.

1.00 acre
145 feet

152,460
152,460
218
699
594
98
98
0
$0

sq.ft. or
gross square feet or
units
gross square feet
net square feet
stalls or
stalls with

3.50 FSR
3.50 FSR

$5,000,630
$117,120
$5,117,750
$102,355
$5,015,395
$1,090,282.69
$305,631
$3,619,481
$96,519,501
$745

85% of gross area
1.00 stalls per 125 sq.metres + 7.5% for visitors
0 stalls at surface (portion of retail plus visitor stalls)

per stall

$0
$0
$0
$0 or
$0 or
$300
0.0%
$300.00
$300.00
9.0%
3.0%
3.5%
$590.00
$0.00
$0.00
5.0%
75%
5.0%
50%
1.0%

Capitalized Value

$0 per lineal metre of frontage
$0 per sq.ft. on 50% of site

per gross sq.ft.

of hard costs
of hard costs
of hard and soft costs
per unit
per sq.ft. of floorspace
per sq.ft. of floorspace
on 50% of hard and soft costs, assuming a
of costs financed

2.00 year construction period

of land costs financed
on construction loan

13.0% of gross revenue, or
0.3166% of assessed value
$0
$48,259,751 (50% of completed project value)

15.00% of total costs
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Exhibit 2 (Continued) Analysis
Analysis
Revenue
Gross Market Rental Value
Commissions on Rental Portion
Net sales revenue

$96,519,501
$1,930,390
$94,589,111

Project Costs Costs
Allowance for Rezoning Costs
Rezoning Application Fee
Allowance for Demolition of Existing Buildings
On-Site Servicing (Upgrade of Adjacent Roads/Sidewalks/Etc)
Fees, legal and survey for rental portion
Landscaping
Payment in lieu of parking stalls
Hard construction costs
Soft costs
Management
Contingency on hard and soft costs
GVRD Sewer Levy - Market Rental Residential
DCLs (Including Area Specific DCL)
Leasing costs for market rental units
Less property tax allowance during approvals/development
Net GST (assuming builder holds units)
Interim financing
Financing fees/costs
Total Project Costs Before Land

$0
$0
$0
$0
$0
$0
$0
$45,738,000
$4,116,420
$1,372,140
$1,792,930
$128,620
$0
$654,000
$152,774
$4,825,975
$2,204,282
$457,389
$61,442,530

Developer's Profit

$12,586,143

Residual to Land and Land Carry
Less interim financing on land during DP approvals/presales/construction
Less property purchase tax
Residual Land Value

$20,560,438
$1,195,075
$414,182
$18,951,181

Residual Value per sq.ft. of site
Residual Value per sq.ft. buildable

$435
$124

10

