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Executive Summary

Building on community and business input and outcomes of the analysis prepared by Stantec
Consulting Ltd. (Stantec), it can be concluded that there is an opporfunity to fake advantage of
the near and long term demands of industrial land needs on Vancouver Island and from the
mainland. However, fiscal and economic analysis indicates that there is a clear limit on what
can be financially invested to stimulate growth and still maintain a positive return on the
investment over the next thirty years. While the construction of an interchange would most likely
address traffic, safety, and logistical challenges that face the Keating Business District (KBD)
today, it is likely that the Ministry of Transportation and Infrastructure (MOTI) will continue to work
with the District of Central Saanich (DCS)to identify intermediate traffic and transportation
solutions for the existing network. This business case is infended to lay the foundation for both the
DCS and MOTI to continue to work on infermediate solutions, that are aligned with the objective
of maintaining the industrial employment lands and working within an economic window of
opportunities that are present from dwindling industrial land supplies on Vancouver Island and
the mainland.

This business case is a supporting document for a Keating Business District Implementation Plan,
which identifies near and long term strategies and recommended actions that are
recommended.

Several key issues affecting both Vancouver Island and the Mainland illustrate the need to
develop and maintain Industrial employment land:

e A shortage of zoned and serviced industrial land. There is an acute lack of well-located
industrial lands within the entire region. Given their land-intensive nature, industrial activities
will play animperative role in the development of employment lands.

e The increase in demand forlowerintensity, storage and distribution warehousing. The goods
handling industry has seen significant growth while most other heavy industry employment
sectors have seen low growth. This use is not an ideal employment generator as it offers
relatively few jobs per acre; to address this, the KBD absorption scenarios contemplate a
balance of warehouse and flex/light industrial uses, faking advantage of market trends and
allowing diversity in the development area.

e There's been a trend to convert land intended for employment to non-employment land use
Protecting employment lands from being converted to non-employment land uses will be a
challenge in an environment focused on short-term financial gains, without
recognition/understanding of mid and long-term implications.

As an expected outcome of this work, the MOTI will be able to factor thisinformationinto their
own cost benefit model, to determine whether thisimproves the potential for prioritization of an
interchange at the KBD.

(J} Stantec
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Key conclusions of the study include:

1.1

The Butler lands will continue to be in operation for the near future, with an estimated
fimeline of 2020 before development could begin. This accounts for over 40% of the total
available net land development opportunity within the KBD Study Area (study areaq).

Total net developable land area is 30.43 hectares (75.19 acres) or26.5% of KBD Study Area.

The optimum development mixis comprised of light industrial, flex industrial and
warehousing, with minor commercial/retail development in support of the local employment
population—no residential development is contemplated in the employment area, however
the opportunity for mixed live/work development should be considered

There is preference, fora medium growth scenario with an estimated net incremental
economic benefit of $5,301,000. This scenario would potentially generate 3,470 additional
permanent jobs over 25 years.

Traffic congestion and related transportation matters are the predominant concern of
stakeholders.

Streetscape improvements along Keating Cross Road, housing and community amenities
are also key concerns.

RECOMMENDATIONS

As a result from the analysis and considerations identified in this business case, it is
recommended that DCS:

1.

2.

Adopt Scenario 2, Medium Growth for the KBD.

Focus on catalytic projects that are outlined in a Growth Strategy Framework and codified in
a future Local Area Plan for the KBD.

Evaluate the viability of potential projects using the Triple Bottom Line Decision Model
created during this project, together with a detailed cost benefit analysis.

Adopt the Implementation Plan, provided in a separate report, which provides a framew ork
for moving forward on growth for the KBD.

(J} Stantec
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Abbreviations

CRD
DCS
KBD
KBDA
MOTI

TBL

Q Stantec

Capital Regional District

District of Central Saanich

Keating Business District (Formerly Keating Business Corridor)
Keating Business District Analysis

Ministry of Transportation and Infrastructure

Triple Bottom Line
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Glossary

Absorption In land development, the rate at which vacant
land is utilized, either through buildout or
through sale.

Growth Growth of a community is offen measured
through increased numbers of residents or
employment; homes or businesses. An
economic definition is generally based on
increases in such measures as personal
income, net employment and resident
population

Q Stantec
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Introduction
March 9, 2017

1.1 PROJECTSCOPE

Stantec Consulting Ltd. (Stantec) wasretained by the District of Central Saanich in December
2015, to prepare a business case for the Keating Business District (KBD) that would be informed
through a Triple Bottom Line (TBL) analysis that addresses financial, environmental, and
community and stakeholder input. The boundary of the study area is illustrated below in Figure
1-1.

e

¢ Study/Area
= Boundary

Figure 1-1  ProjectContext

The Keating area is considered a vital local and regional economic driver. The District of Central
Saanich (DCS) wishes to ensure that current and future land uses and infrastructure investment in
this area respond appropriately to the changing dynamics within the local and regional
economy. The municipality aims to protect existing taxbases and maximize economic
opportunities. It is also critical to understand stakeholder and community visions for the areq,
and ensure appropriate steps are identified to meet the collective vision for the Keating Area.

Q Stantec
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The catalyst for this study was Council’s prioritization of a need to review and understand the
opportunities and constraints of Keating Business District lands within its defined boundary, and
identify its development’s potential fiming with the construction on an interchange project at
HWY 17 and Keating Cross Road.

As a foundation for evaluating the growth potential of the KBD, The Stantec team conducted an
analysis of potential development lands within the KBD, combined with an economic and
market study of the area and regional context. The analysis is infended to provide an evidence
based foundation for determining the local and regional needs of the Keating Study Area and
itsindustrial employment lands, as well as identifying financial and infrastructure opportunities to
support reasonable and sustained growth within the Keating Study Area.

As of January 2017, and subsequent to the analysis of thisreport, it was announced that there is
a newly proposed 200-acre industrial park to be located on Sooke Road near Westshore in
Langford. The project would serve the western communities and to a lesser degree the urban
core and Saanich Peninsula. The surrounding land uses and western location indicate it could
be less oriented towards industrial and logistics and more towards light industrial and even office
oriented uses, which serve the local area. This proposed industrial project is not likely to
significantly impact the KBD development program because while more industrial land does
equate to more competition, thisland’s peripheral location in the western communities ensures
that the businesses who locate there would generally differ from those who prefer the more
cenfral peninsula area and easy access to the regional population base. The addition of these
lands will potentially benefit the Capital Regional District (CRD) economy and not have a
measurable negative impact on the Keating Industrial Area.

1.2 GOALS AND OBJECTIVES

This business case isintended to assist the DCS in making planning and economic decisions for
the development and growth of the KBD. The Keating Business District Analysis (KBDA) in this
document will identify actions required fto ensure that employment lands are utilized efficiently
and effectively. The existing Butler Lands make up over 23% of the study area. The KBDA will
guide, future business-related investment in the community and will serve as a foundation for
District policies related to planning, land development, and economic development, the latter
of which was identified by Central Saanich as its top priority.

Some of the key objectives that have driven the KBDA include:

e Ensure alignment with OCP and zoning.

e Ensure alignment with the Regional Sustainability Strategy.
Build community and stakeholder buy-in.
Capitalize on strategic location.

e Support a business case for Hwyl7 inferchange with the Ministry of Transportation and
Infrastructure.

(,_4 Stantec
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e Understand impacts to surrounding rural and residential areas.
e Intensify use of existing employment lands.
e Eliminate barriers to affordability, investment, and new businesses.
e Plan supply of land) and address infrastructure demands.
e Increase local employment.
e Maximize economic spin-offs and the provision of excellent services.
e Address unique development challenges and opportunities.
e Consider new forms of development.
e Strive towards a high “jobs to worker” ratio.
Make decisions through a TBL lens.
Incorporate greenhouse gas emissions analysis.
e Improve the commercial, industrial, and retail property tax base.

1.3 STAKEHOLDER CONSULTATION

Stantec conducted two sessions with invited stakeholders that were complemented by two
community open houses to obtain feedback. The community open houses were held at the
beginning and end of the consultation process. These consultation summaries were provided to
Council. In addition, Stantec has conducted three workshop sessions with Council to confirm
social, environmental, and economic decision criteria, and their corresponding weightings, for
determining a preferred absorption scenario. These sessions were conducted in Council’s public
forum, during June and July 2016. The scenarios were evaluated by Stantec, with the criteria
weightings determined by Council. To date, the Tsawout and Tsartlip Nations have not been
able to participate in this consultation. We recommend discussing the findings of this project with
the Nations, as soon as possible.

Key themes that emerged throughout the project consultation process include:

1. Traffic and transportationis a major concern for the broader community, largely due to
safety concerns, but also volume of trucks. This concern was not restricted to Keating Cross
Road but applied to other parts of the road network surrounding this area. This was an
overriding theme in every session.

2. General support for an inferchange development; however, there were also concerns about
impacts on residential lands such as the potential for expropriation and loss of value.

3. Housing and community amenities for future employee growth should be addressed fo
ensure a balanced approach fo managing the Keating Business District’s development.

4. Agricultural lands should be protected—no expansion of the current study area boundary is
supported.

5. Future opportunities for agricultural based industry should be encouraged within the KBD
along with green industries.

6. The quality of the streetscape along Keating Cross Road should be improved to revitalize the
business area and create a gateway experience for visitors travelling to and from Butchart
Gardens.

(,_4 Stantec
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7. That improved fransit services would benefit the employment area especially as significant
numbers of employees are travelling from the western Communities or Victoria Area.

8. Greater focus onincentives and flexible zoning approaches for the Keating Area would
provide a catalyst for growth.

9. Environmental and Social impacts should be considered in all decision making.

10. That the lands should be allowed to develop “organically” without stimulus of marketing
efforts.

As a foundation for evaluating the growth potential of the KBD, The Stantec team conducted an
analysis of potential development lands within the KBD, combined with an economic and
market study of the area and regional confext!.

2.1 ANALYSIS FRAMEWORK

The project process was developed in four overlapping project stages:

1. Baseline current conditions, review of background policy and regulatory materials and
development of a market and economic report2.

2. Evaluate the development potential of the study area lands and integrate the findings with
the market and economic report. Identification of scenarios based on rate of absorption
versus economic benefit. Analysis of infrastructure and greenhouse gas impacts of the
potential development.

3. Develop the TBL decision tool to evaluate scenarios and the selection of a preferred
scenario to be implemented.

4. Prepare a business case and implementation plan for the KBD.

2.2 DEVELOPMENTPOTENTIAL STUDY

Stantec prepared a development potential study of the existing lands, focused solely on vacant,
underutilized, or potential conversion land within the KBD study area. As noted, the predominant
land holding is the Butler Gravel Operation which is likely to complete extraction by 2025—
however this horizon may change based on demands and quality of the materials.

1 Refer to Appendix A — Site Economic Ltd.Keating Business Corridor Analysis District of CentralSaanich,
April 2016
2|bid.
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It should be noted there are various constraints that can affect the development suitability and
capacity of industrial lands, including, for example, location and site features. Additionally,
environmental constraints and natural hazards may reduce the amount of land that is
potentially developable for industrial uses. Other constraintsinclude established non-industrial
uses, the availability of needed infrastructure for development, ownership and smaller sites that
may not be adequate for certain types of industrial development—requiring long term assembly
of lands to better service larger industrial ventures.

Regardless of type, most industries must have direct and reliable access to transportation
infrastructure. For businesses involved in trade, fransportation, and logistics, proximity to highways
and port terminalsis key. The current limitations of access from HWY 17 continue to be a concern
for business owners as well as the community, who have concerns about safety and traffic
impactsin the future.

Potential available developable land, as well as projected use for that land, is summarized in the
table below. Additional details can be found in Appendix B.

Table 2-1 Development Potential Summary

Summary of Development Potential Analysis KBD Land Area % of Area
Total Area of KBD 114.75ha/283.55 acres

Total Area of Buller Lands 26.88ha/66.42 acres 23% of KBD Study Area
Total Area of Potential Development after analysis 35.80ha/ 88.46 acres 31 % of KBD Study Area
Total Area of Potential Development of Butler lands3 13.8 ha/34.09 acres 51% of Butler Lands
Allowance for roads and servicing @ 15% of Total 5.57 ha/ 13.2 acres

Area (15% X 35.80 Ha)

Total Net Developable Area 30.43 ha/75.19acres  26.5% of KBD Study Area

Industrial lands are required to support a prosperous and growing regional workforce, as well as
tfrade and transportation functions that serve Vancouver Island and the Mainland. Given the
ongoing pressure to convert industrial lands to other uses and the limited industrial land base,
protecting the region’s industrial land supply is imperative fo accommodate the growing
economy and employment

3 Excludes areas that willremain for cement production or potentially hazardous slopes/environmental
buffers for the foreseeable future.

Q Stantec
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Key assumptions for the KBD analysis were:
1. The KBD willremain as an industrial district with minor supporting commercial development.
2. There is no residential development.

3. The existing urban containment boundary would not be expanded, and land use would be
intensified.

4, Current and forecasted market needs would be focused on flex industrial, light industrial,
warehouse and distribution centers for the foreseeable future.

3.1 GROWTH SCENARIOS

Based on the analysis completed by the Stantec team three scenarios were identified: Low,
Medium and High. Each is described below.

Scenario 1 assumes that development of the Keating industrial lands will occur at the same level
as it has in the past. Based on this growthrateit is forecast that approximately 41%, or 31.1 acres
out of the available 75.4 acres, would be developed in the next 25 years. As a result, KBD
industrial space maintains a constant market share (at present-day levels of 16.6%) of the total
CRD through 2041.

Scenario 2 assumes that the municipality will increase marketing efforts to increase awareness of
the available industrial land for development. This, combined with an expected shortage of
available industrial land in the region, would result in an increased rate of development so that
100% of the available 75.4 acres will be developed within the next 25 years. As a result, the KBD
commands a higher market share within the CRD, due to the market's recognition of the ideal
location of the KBD in part due to marketing efforts by the DCS. The market share increases from
the present 16.6% of CRD inventory to 23.8% by 2041. No incentives are offered under this
scenario.

Scenario 3 assumes that the municipality will increase marketing efforts to increase awareness of
the available industrial land for development and will also provide some financial stimulus to
attract development. For example, DCS could exempt new development from property and/or
business taxes for a defined period. These measures combined are forecast to increase the rate
of development so that roughly 100% of available 75.4 acres will be developed within the next
20 years.

(J} Stantec
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Market share of the KBD increases at a faster pace than under the Medium Growth scenario,
due foincentives or other inducements provided by the DCS, but is also capped at an eventual
23.8% by 2041.

The analysis provided a 25-year forecast measuring how typical growth strategies can be
expected to accelerate the rate of growth. The analysis also quantifies what the net economic
benefit will be by accelerating the rate of growth to reach a full build out of available industrial
lands.

The first strategy considered is an increase in marketing efforts to create increased awareness of
the lands available for development. The second strategy is providing some form of economic
incentive(s) fo entice developers to choose Keating over other available lands.

3.1.4 Summary of Opftions

Each of these scenarios was evaluated using a TBL fool that identified Scenario 2 as a preferred
direction.

The table below summarizes each scenario:

Table 3-1 Summary of Scenarios

DEVELOPMENT GROWTH OPTIONS

Medium

ENHANCED
S STATUS ENHANCED MARKETING
Descripfion Quo MARKETING PLUS
INCENTIVES
Industrial Market Share remains at historic increases above increases above
Assumptions levels historiclevels historic levels
not used used used
Enhanced Marketing topromote topromote topromote
Efforts: awareness of available awareness of awareness of available
lands available lands lands
not used not used used
Financial Incentives: tostimulate tostimulate tostimulate
development development development
Year of Forecast -
Full Build Out No Full Buildout Year 25 Year 20
Incremental Direct
Employment 1,380 3,470 3,470
(Total Jobs by Year 25)
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41 EVALUATION METHODOLOGY

TBL is a well-established methodology commonly used in both the public and private sectors to
select a preferred option among multiple choices. Although there are numerous ways of
preparing a TBL evaluation, all variations evaluate options using criteria grouped into three
categories; social, environment and economic. Various criteria are developed and evaluated
within each category to arrive at a ‘tfotal score’. Each of these TBL category scores isthen
adjusted by a pre-assigned weighting (out of 100) which represents the importance of the
category. Summing up the weighted scores for each option then determines the preferred
option. Summarized results of the TBL evaluation prepared for this study are provided in Section
6.0 with additional details in Appendix C.

Pairwise comparison is a kind of divide-and-conquer problem-solving method. It allows one to
determine the relative order (ranking) of a group of items. This is often used as part of a process
of assigning weights to criteria in design concept development. For this study, the PairWise
evaluation has been used to assign an appropriate weighting to each triple bottom line criteria
reviewed with council. This is accomplished by comparing criteria to each other and judging
whichis more important tfo the project. Based on the number of times a criterion isjudged to be
more important, a weighting out of 100 can be assigned. The pairwise analysis undertaken for
the three potfential scenarios was administered by Stantec and undertaken by six DCS
councillors. Summarized results of the Pairwise evaluation prepared for this study are provided in
Section 5.1.

(,_4 Stantec
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42 EVALUATION CRITERIA

Working with the DCS, evaluation criteria were prepared to evaluate the three potential
scenarios. These criteria were classified info one of the three TBL categories—Social, Environment
or Economic. Followingis a summary of the evaluation criteria and a description of each.

PedestrianSafetylmpacts Due to
Increased Amount of Heavy and
Light Trafficin Surrounding
Residential Areas

Development of the lands will result inincreased v ehicle traffic
including heavy equipment and trucks.

Vehicular accidents may rise withenhanced density in a
givenland mass. The degree towhich these accidents occur
with pedestrians may proxy for overall pedestriansafetyin the
Keating Industrial Corridor and surrounding area.

Opyportunities to Enhance First
Nations Employment and Revenue

Development of the lands will result inincreased light industrial
development opportunities. Increased truck use on highway
through reserv ation could open new opportunities.

Rate of, and Total Volume, of
Industrial Development

This meftric considers not only Industrial development and how
it meets the district's overall development goals, but also the
high degree of importance that citizens place on maintaining
the rural character.The more rapid the growth, the lesslikely
that the district canmaintainitsrural character.

Potential for Industrial
Development toService Local
Business Requirements

The morerapid the growththe more businesses that would be
in operation, meaning a wider array of products/services
available forlocal businesses to utilize intheir operations. The
level ofimpact of growthtiedto benefit to the community
must be understoodin the development of employment
lands.

Potential for Industrial
Development toinclude work/live
opportunities withinthe Keating
Business District

The development of Industrial lands provides anopportunity
forintegrating altemate types of uses that are encourage
diversification of uses and providing housing options that may
not be attainable inother areas of the DCS.

Provision for community amenities
are considered during
development of the Keating
Business District

The morerapid the growththe more potential for obtaining
necessary investment and funding for amenities for all
generationsin the DCS

Provision of diverse housing
choices are available to
employees fromthe Keating
Business District

Intensification of the KBD will likely create demand for all forms
of housing near to the employment centre. Av ailability of
employee housing is a key decision factor for new business
locatingfo a community.

Provisionofincentives for
transportation

Intensification of the KBD wiill likely create demand for
improv ed transit access andservices.Inthe event that BC
transit is not able to provide newinfrastructure andservice
withthe growthtimeframe, alternate methods of demand
management can be implemented by the municipality and
employers.

Stantec
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ENVIRONMENTAL CRITERIA

Description

Total GHG Emissions Impact from
o1/ | Boththe Development andthe
RelatedTraffic

Total Greenhouse Gases (GHGs) as measured by Tonnes of
CO2E islikely torise along with growth. The rise will come not
only from the construction of the new developments, but the
increase in frucking and other traffic due to this growth. While,
infensity measures may come down from future
development, absolute emissions are expectedtoincrease
with growth.

TotalImpact of Development on
oy | WaterSupplyThrough Increased
Consumption

Withwaterusage required from both increased employment
in the area and increased usage in company operations,
enhanced growthwill add some degree of straintothe
existingwaterinfrastructure.

Potential for Contamination of

c3 W aterTable and W atershed

Increasing dev elopment of the lands generallyresultsin
greaterstormwaterrunoff due toroads, parking lots, buildings
etc.occupying previously pervious ground surfaces.

Total Level of Noise Pollution
o/l| Relatedtoboth the Development
and the RelatedTraffic

Development of the lands may result inincreased local noise
and air pollutionresulting from the light industrial
development as well as the increase inheavy equipment and
fruckuse.

‘o] | Rate of Gravel Pit Conversion

As industrial development increases, more of the Butler pit will
require conv ersion. Quicker growth will result in quicker
conversion.

ECONOMIC CRITERIA

Descripfion

ot Impact onTax Base

The market value of the increasedinv estment willincrease the
totalamount of commercial property assessmentsresultingin
increasedtax bases.

Increase the Number of Jobs in

= Community

Increased development inthe area willleadto anincreased
number of businesses and anincreased need for employees.

(<) Increase Municipal Tax Rates (e.g.,

Incentives)

Incentives andinfrastructure inducements are areal cost toa
municipality that ultimately need to be recouped from
existing citizens.To the extent that these incentives create an
enhanced financial liability, millrates canincrease, especially
in the short term.

Potential for development of
o8 Agricultural Services and Support
Industries withinthe KBD

Potential of Development to

The development of agriculturalindustry and servicesis akey
part of the overall character and economy of the District.
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5.0 QUANTITATIVE AND QUALITATIVE EVALUATION

5.1 PAIRWISE CRITERIA WEIGHTING

As discussed previously in Section 4.1.2, each evaluation criteria was evaluated using a PairWise
process to determine appropriate weightings for the criteria, prior to scoring. The final scoring
was based on the responses provided by six DCS council members. The results of these PairWise
evaluations and the resulting weightings are provided below.

5.1.1 PairWise Resulis-Social Criteria

PAIRWISE
SOCIAL CRITERIA
WEIGHTINGS

Respondent 4
Respondent 5
Respondent 6

Weighting

Respondent 3
Weighting -

Respondent 1
Respondent 2

Weighting -
Weighting -
Weighting -
Weighting -
Weighting -

Pedestrian Safety Impacts Due to Increased Amount of
Heavy and Light Traffic in Surrounding Residential Areas

Opportunities to Enhance First Nations Employment and
Revenue

Rate of, and Total Volume, of Industrial Development

Potential for Industrial Development to Service Local
Business Requirements

Potential for Industrial Development to include work/live
opportunities within the Keating Business District

Provision for community amenities are considered during
development of the Keating Business District

Provision of diverse housing choices are available to
employees from the Keating Business District

Provision of incentives for transportation

100%  100% 100%
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5.1.2 PairWise Results — Environmental Criteria

c c c c c t=

[} [} [} [} [} [}

T T T T T T

c c c c c c

2 2 2 - 2 3

PAIRWISE o o o o @ @
& & & & & &

ENVIRONMENT CRITERIA - : \ . . 5
O (o)) (o)) (o)) (o)) (o))

WEIGHTINGS £ £ £ £ £ £
S = = S = S

=) =) =) =) =) =)

(] @ @ @ @ @

= = = = = =

Weighting

Total GHG Emissions Impact from Both the 28.9%
Development and the Related Traffic Stee

Total Impact of Development on Water
Supply Through Increased Consumption

Potential for Contamination of Water Table
and Watershed

Total Level of Noise Pollution Related to both
the Development and the Related Traffic

Rate of Gravel Pit Conversion

12



BUSINESS CASE

Quantitative and Qualitative Evaluation
March 9, 2017

5.1.3 PairWise Results — Economic Criteria

PAIRWISE
ECONOMIC CRITERIA
WEIGHTINGS

Weighting -
Respondent 1
Weighting -
Respondent 2
Weighting -
Respondent 3
Weighting -
Respondent 4
Weighting -
Respondent 5
Weighting -
Respondent é
Weighting

Impact on Tax Base

Increase the Number of Jobs in
Community

Potential of Development to Increase
Municipal Tax Rates (e.g., Incentives)

Potential for development of Agricultural
Services and Support Industries within the
KBD

5.2 OPTIONSCORING

The next step in the evaluation process was the subjective scoring of how well each project
option would satisfy each evaluation criteria. This process was conducted by using a scoring
range as follows:

Score "1" —Poor-Does not meet the criteria
Score "2" — Good - Meets criteria
Score "3" - Excellent —Exceeds criteria

The final scoring was based on the consensus of the evaluation group consisting of six DCS
councillors. The only exceptions to the subjective scoring was for Economic Criteria ‘C1 - Impact
on Tax Base' and ‘C2- Increase the Number of Jobs in Community’. These scorings were based
on the estimated benefits from the different scenarios. Results of the Options scoring are
provided in the tables below.

@ Stantec
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5.2.1 Social Scoring

SCORING (1-3)
SOCIAL CRITERIA Low MEDIUM HIGH
GROWTH | GROWTH | GROWTH

Pedestrian Safety Impacts Due to Increased Amount of Heavy and 3 . .
Light Traffic in Surrounding Residential Areas
Opportunities to Enhance First Nations Employment and Revenue 1 1 2
Rate of, and Total Volume, of Industrial Development 3 1 1
Potential for Industrial Development to Service Local Business . . 9
Requirements
Potential for Industrial Development to include work/live . . )
opportunities within the Keating Business District
Provision for community amenities are considered during

q . Qg 1 2 3
development of the Keating Business District
Provision of diverse housing choices are available to employees . . 9
from the Keating Business District
Provision of incentives for transportation 1 1 2

5.2.2 Environment Scoring

SCORING (1-3)

ENVIRONMENTAL CRITERIA Low MEDIUM HIGH
GROWTH GROWTH GROWTH

Total GHG Emissions Impact from Both the

Development and the Related Traffic ] ] ]

Total Impact of Development on Water Supply
Through Increased Consumption

Potential for Contamination of Water Table and

Woatershed 3 ] ]
Total Level of Noise Pollution Related to both the 3 : :
Development and the Related Traffic

Rate of Gravel Pit Conversion 1 2 2
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523

Economic Scoring

ECONOMIC CRITERIA

pact on Tax Base
Tax base does not materially increase. Total tax base is within 7% of
2015 tax base.

SCORING (1-3)

LOW
GROWTH

MEDIUM
GROWTH

HIGH
GROWTH

Tax base increases but at a minimal level. Total tax base is between 7%
and 15% of 2015 tax base.

Tax base increases significantly. Total tax base is 15% greater than

2015 tax base. 3 3
rease the Number of Jobs in Community
0-1,500 new jobs by 2041 1
1,500 to 3,000 new jobs by 2041.
Over 3,000 new jobs by 2041. 3 3

Incentives and inducements utilized to attract industry. Incentives fotal
5% over rate of return to the municipality .

m ential of Development to Increase Municipal Tax Rates

1

Either demand alone primarily attracts some industry, or growth is
minimal. Incentives total 2% over rate of return to municipality.

Demand alone afiracts industry. Incentives less than 1%. over rate of
refurn.

Scenario has the potential to increase opportunities for agricultural and
support industries within the KBD

3

3

€4 Potential for development of Agricultural Services and

Scoring for C1 was based on the analysis detailed in Section 7.0-Financial Analysis of this
document. No score was computed for the C4 economic criterion because it was determined
upon subsequent review that the information was not available to provide a score.

53

EVALUATION SUMMARY

Using the criteria weightings determined in Section 5.1 and the options scoring determined in
Section 5.2, a weighted average score is calculated for each criteria and option. These
weighted scores are provided in the summary table located in Section 6.0.
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The TBL category weightings are a percentage weighting representing the overallimportance of
each TBL category relative to the others. Each TBL category (social, environment and

economic) was assigned a weighting prior to the commencement of the group evaluation and
scoring process. Assigning these TBL weightings prior to the evaluation process removes any
potential doubt that these weightings may have been adjusted to arrive at a desired outcome.
The TBL category weightings predetermined by the same six councillors, who did the scoring,
were as follows:

Social 18%
Environment 37%
Economic 45%
Total 100%

The following table summarizes the final allocation of the TBL weightings to the weighted scores
of each project option.

Summary of Scoring

Category Weighting Nele](lgle] Weighted Score
Scenario 1 Scenario 2 Scenario 3
36.96% . . 0.46
18.24% . . . 0.27 0.21 0.35
Economic Criteria 44.80% | 0.54 1.03 0.84

100.00%| 1.44 1.69 1.64
As can be seen from the table above, the Medium Growth Scenario would be the preferred
scenario with a weighted score of 1.69, versus a weighted score of 1.64 and 1.44 for High Growth
and Low Growth scenarios, respectively.
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7.1

METHODOLOGY

We analyzed the three scenarios by projecting the fiscal impact of each over a 25-year period
and comparing them on a discounted net present value basis. The purpose of this analysis is to
test the level of cash flow that DCS could be expected to generate for the municipality, and
incur, under the various options and determine whether the costs of accelerating development
will result in an increased surplus of funds for DCS.

7.2 ASSUMPTIONS

In performing the financial analysis, the following key assumptions were utilized:

1.

Capital Expenditures, municipal assist factors, residence information and population figures
were obtained from the “District of Centfral Saanich Development Cost Charge Review™
Draft Background Report, dated June 2016, completed by Urban Systems.

Industrial space absorption, acres build-out, job creation, development values and
population figures were adapted from “Keating Business Corridor Analysis—District of Central
Saanich,” dated April 2016, completed by Site Economics Ltd.

Discount rates, services’ expenses information, mill rates and historical DCS housing prices
were obtained from public electronic sources (e.g., DCS departments, Victoria Real Estate
Board and Municipal Finance Authority of BC).

Af the direction of DCS, it has been assumed that 20% of the incremental job creation in the
area will be for DCS residents (i.e., will be DCS taxpayers).

Municipal assist factors were applied to all classes and allocated to any DCS incentives
offered to industrial development in the KBD, due to BC legislative restrictions that require
differing municipal assist factors by type (e.g., industrial, commercial, residential, etc.)

In comparing growth in population, the Low Growth option was utilized as the baseline
population growth rate (i.e. incremental services costs for the Medium Growth and High
Growth scenarios were calculated in comparison to the baseline Low Growth).

(J} Stantec

17



BUSINESS CASE

Financial Analysis
March 9, 2017

7.3 ANALYSIS

The table below outlines the present value performance of the various options prior to any

incentives or inducements:

Table 7-1 Summary Financial Analysis

Economic Impact

(25 Year Present Value-3.15% Discount Rate

Low Medium High
Incremental Revenues
Property Taxes-Industrial $11,709,000 $29,356,000 $33,181,000
Property Taxes—-Residential $4,303,000 $10,790,000 $12,195,000
$16,012,000 $40,146,000 $45,376,000
Incremental Costs
Municipal Service Costs $0 $5,769,000 $6,971,000
Capital Expenditures $8,638,000 $21,645,000 $22,627,000
Development Cost $38,000 $95,000 $100,000
Charges - Municipal Assist
$8.676,000 $27,509,000 $29.,698,000
Net Economic Benefit $7.336,000 $12,637,000 $15,678,000
Incremental Benefit — $5,301,000 $3,041,000

As can be seen above, there is a case to be made for investment to accelerate growth. The
High Growth scenario outperforms the Medium Growth by approximately $3 million and
outperforms the Low Growth scenario by approximately $8.3 million, prior to any additional
incentives. Similarly, the Medium Growth scenario, which anticipates a higher market share
within the KBD over the baseline (without the requirement forincentives), outperforms the Low
Growth scenario by about $5.3 million.

The details of this analysis contrasting the three options over a 25-year period is availablein

Appendix D.
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8.1 PRELIMINARY RISK ANALYSIS

Any development carries risks which could hinder the capability of achieving the anticipated
outcomes. The following risks and mitigation strategies have been identified to manage risks.

Table 8-1 Scale of Risks

Probability of Occurring Severity of Impact

LOW Low Minor impact, easily mitigated or allowedfor.

Noticeable impact, but will not affect costs or

MEDIUM Medium . . S
servicelevelsinasignificant way.

Significant impact, could have very damaging

HIGH High resultsoncostsorservicelevels.

8.2 RISKSIN FUTURE KEATING AREA DEVELOPMENT
Table 8-2 Risks

Risk Assessment for Accelerated Keating Area Development Probability Impact

Risk #1 -Enhanced DCS marketing sirategy does not elicit the development Low High
expected

MitigationStrategies:
e Modify marketing strategy

Risk #2 -DCS incentives do not elicitthe development expected | Low | High

MitigationStrategies:
¢ Modifyincentives offered (either type or magnitude)

Risk #3-Butler Pits owner holds land longer than expected | Low | High

Mitigation Strategies:
e Phase in development starting on parcels not withinthe Butler Pits

Risk #4-Enhanced competition within Capital Region District | Low | Medium

Mitigation Strategies:

e Modifyincentives offered (either type or magnitude)
e Enhance promotion of KBD benefits

Risk #5-Prolonged Economic Downtum | Low | Medium

Mitigation Strategies:
¢ Modify incentives offered (either type or magnitude)

(é Stantec
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Table 8-2 Risks

Risk Assessment for Accelerated Keating Area Development Probability Impact

Risk #6-Transportation corridor consiraints (development outpacesinfrastructure) Medium High

Mitigation Strategies:

e Phase in development only as transportationinfrastructure canmeet
demands

9.1 INTERCHANGE DEVELOPMENT

In general, construction of interchanges on major highways are primarily focused on the efficient
and safe movement of fraffic at a regional level—the additional benefit is that it also helps
communities meet their policy objective for growth, transportation, competitive position, tourism,
employment and revenues. This analysis has indicated that, within the KBD there is potential for
growth, even without the immediate development of an interchange. However, the
construction of the interchange4 within the next fifteen to twenty years would provide an
accelerated opportunity for growth by supporting the regional absorption of industrial lands.
While this is the desired outcome—it is advisable for MOTI to revisit the cost benefit analysis of an
interchange option versus short term improvements to the Island Highway and Keating
intersections over the next decade.

In fact, a cost benefit analysis conducted by the MOTI in 2014 assessed the full inferchange and
flyover options benefit to cost ratioss, which factored out to 0.36 and 0.49 respectively. Since
any option below 1.0 indicates that the benefits do not exceed the costs, it meant that the
Interchange was not supported.é7

41t is important fo note that an inferchange would provide access bothNorth and South, where as a
flyoverwould only improve access fromthe south— the northern access fo Keating from the Ferries and
Airport wouldstillneedtorely on access form the Island Highway intersection.7

5The ministry’s detailed evaluation frameworkis called Multiple Account Evaluation (MAE). An MAE
evaluates eachoptionunder 5 different accounts: financial, customerservice, environmental, economic
development and social/community.Together, the financial and customer service accounts formthe basis
of a benefit cost analysis. In short,an MAE ev aluates the costs (financial account), benefits (customer
service account),and impacts (environmental, economic dev elopment, and social/community) of each
option.

6 Urban Systems—Final Report — Highway 17 Planning Study, 2014 p. 34

7 Informal discussions with MOTI hav e indicated that smallerimprovements to the network around the KBD
off HWY 17 are more likelyin the immediate ferm.

(,_4 Stantec
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While thisis not the only factor that influences a build decision, other concerns such as public
safety still are a top priority. We recommend that, given the analysis in thisreport, that the cost
benefit be updated to examine if an improvement has been made to the factors.8

9.2 OTHER CONSIDERATIONS

Other Consideration for the KBD may include the following:

o The Butler lands have the potential fo generate significant development if, and when, they
become available. The development analysis suggests that these lands account for aimost
40% of the total net developable area for the entire KBD. Given the uncertainty of them
coming onto the market, the remaining lands that are vacant, underdeveloped, or
constrained should be considered a priority in any implementation strategy.

e The DCS may wish fo readdress the housing mix and distribution along Keating Cross Road
outside the study area boundary, specifically, around Tanner Ridge. The rationale of this
approach is that DCS has limited area for densification of housing choices due o the
predominance of Agricultural Lands that are protected under the ALR—if housing is used to
retain and attract business into the KBD, it may be essential to begin planning lands for
allocation for a future interchange in the and the same time explore options for density and
mixed housing types for the remaining lands. For example, permitting accessory dwellings
along with the permitted secondary suites, or, changes to minimum loft size. Longer term
planning may consider permitting higher density ground oriented development through
uplift in density levels for the area.

e Whatis clear in the fiscal analysis conducted by Stantec, is that from a financial return
perspective the DCS would not likely have sufficient investment dollars to effectively
contribute to the construction of the interchange. In effect, additional funding sources from
other government bodies would have to be sought. However, the DCS may wish fo investin
short ferm upland works through DCC confributions to improve roads and streetscape along
and adjacent to Keating Cross Road.

Regardless of the fiscal conclusion provided, our market and economic analysis indicates that
the KBD is well positioned to take advantage of dwindling supply of industrial lands in the region.
An important question to be answered is, in the absence of strategic catalytic projects that
retain and attract development in the area as the first course of action, would there be any
external support for providing a significant infrastructure upgrade to the intersection?

Stimulating growth through a variety of policy and physical projects is key fo moving the KBD
ahead inits development. Based on the feedback and analysis from the project, there were key
focus areas that could be acted upon in an implementation strategy:

1. Intermediate Transportation and Traffic Projects
2. Transit Projects
3. Policy changes for Land Use and Zoning

(,_4 Stantec
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4, Housing

5. Community Amenities
6

7

Streetscape—including pedestrian friendly networks
Marketing

9.3 RECOMMENDATIONS

As a result from the analysis and considerations identified in this Business Case, it is
recommended that DCS:

1. Adopt Scenario 2, Medium Growth for the KBD.

2. Focus on catalytic projects that are outlined in a Growth Strategy Framework and codified in
a future Local Area Plan for the KBD.

3. Evaluate the viability of potential projects using the Triple Bottom Line Decision Model
created during this project, together with a detailed cost benefit analysis.

4, Adopt The Implementation Plan, provided in a separate report, which provides a framework
for moving forward on growth for the KBD.

(.A Stantec
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EXECUTIVE SUMMARY

The objective of this study is to outline the development potential for the Keating Corridor
industrial area. This is a successful industrial area which generates employment and taxes
for the District of Central Saanich. There are significant lands for expansion which require
planning and business analysis prior to development.

The analysis has made the preliminary conclusion that there is ample demand for industrial
lands in the CRD and that the Keating Industrial area can and should be expanded to meet
that demand. .... TO BE ADDED
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1.0 Introduction and Overview

The objective of this economic component of the analysis is to outline the development
potential for the Keating Corridor industrial area. This is an existing and successful industrial
area which generates employment and property taxes for the host municipality, the District of
Central Saanich. There are significant vacant lands for potential expansion of the industrial
area which require planning and business analysis prior to their development.

1.1 About this Study

Study Goals
The overall study goal is to align municipal policies, regulations, and land use planning with

the maximum economic potential ensuring planning corresponds to corridor needs. The
official community plan, zoning, servicing, and other important infrastructure and land use
changes and improvements will be required. Some of the study goals from the proposal
include:

e Alignment with OCP and Zoning

e Alignment with the Regional Sustainability Strategy

e Build community and stakeholder buy-in

e Capitalize on strategic location

e Support a business case for Highway 17 interchange with MOTI

e Understand impacts to surrounding rural and residential areas

¢ Intensify use of existing employment lands

e Eliminate barriers to affordability, investment and new businesses

e Ensure and plan supply of land (e.g. Butler land potential at 55% increase) and

infrastructure demand

¢ Increase employment

e Maximize economic spin-offs and the provision of excellent services

e Address unique development challenges and opportunities

e Consider new forms of development

e Strive towards a high “jobs to worker” ratio

¢ Improve the commercial, industrial, and retail property tax base
This report focuses on the economic and market aspects of the projects and is intended to
inform the planning component of the project.

Outline of Report
The majority of the project goals can be met through a basic economic overview of supply
and demand. The planning and infrastructure components are the practical aspects of this
study. The steps in any analysis of this type are as follows:

e The study area and its businesses

e Industrial demand

e Industrial supply

e Strengths and weaknesses of the study area

e Projected demand for the study area




e Business, planning, land use, and infrastructure implications of the analysis for
growth of employment generating land uses.

Report Structure

This report has been organized into a number of sections.

e Section 1 provides a set of definitions and provides an overview of the methodology.

e Section 2 incorporates an economic scan that reviews economic data and trends at the
federal, provincial and regional levels, including some insights into Richmond, and
compares the region to several other centres. The impact of such major economic
drivers as the airport and the port operations also receive a brief review.

e In Section 3, development and growth trends are examined, including opportunities and
challenges for Central Saanich. The impact of broader forces such as the environment
and major transportation infrastructure are also introduced.

o The major employment sectors and land uses, as well as land availability are assessed
in Section 4. This section also provides an outlook for future demand.

e Section 5 summarizes employment and land supply projections reflecting population
growth and previously discussed trends. Data is provided for the Capital Regional District
as a whole and projections for the District of Central Saanich are also offered.

e Section 6 contains an overview of the supply versus demand to the year 2041, as well as
discusses recent and established trends in industrial land use.

e Section 7 provides strategic implementation strategies designed to foster a positive
environment as well as a comparison of policy-driven development impactors such as tax
rates and Development Cost Charges (DCCs).

1.2 Methodology

The following steps were taken in preparing the Employment Lands Strategy Model which
provides the projections made in this study.

Employment Projections

Several underlying assumptions were made to project employment. First, it was assumed
that the population and employment projections by Urban Futures in their December 2014
document entitled "Regional, Sub-regional & TAZ-level Projections for the Capital Regional
District could be used as a starting point for those used in this study. Population and
employment forecasts by Urban Futures are widely used by municipal governments across
British Columbia, including the Capital Regional District. It was also assumed that the nature
of employment by industry in Central Saanich would not be significantly different from other
similar communities, allowing for a model of allocating employment into typical land uses
such as Industrial, Commercial, Office, Institutional, etc.

Agricultural and Home-based employment were assumed to be outside the scope of this
study, while Office, Institutional and Commercial uses were considered to be at a competitive
disadvantage to light industrial uses at the Keating Industrial site; as such, employment
projections for these non-industrial uses are not provided herein.



The Urban Futures figures for the CRD and the Saanich Peninsula were interpolated to
estimate year-by-year projections of population and employment through 2038 and adjusted
based on actual population counts recorded in the 2011 census. These numbers were then
extrapolated based on pre-existing patterns out to 2040. Employment estimates for the
District of Central Saanich were based on the proportion of employees in that municipality to
those in the three municipalities comprising the Saanich Peninsula as recorded in the 2011
census, and held constant through the study period. The projections resulting from this
process are found in Section 3.

Building Projections

Projecting industrial building requirements in square feet required an estimate of the square
footage required per industrial worker. It was assumed that the industrial space inventory
figures used by both Colliers International and Cushman & Wakefield (two large and well-
respected industrial brokerages) could be used for calculation purposes. These figures are
found in Section 4.

It was also assumed that industrial employment projections for 2015 (as discussed above)
could be used with the inventory to calculate the average industrial space per worker. The
estimated building area per industrial employee in 2015 was then estimated to be
approximately 489 square feet and was held constant through the study period. It should be
noted that future efficiency gains may bring this number down somewhat over time, which
would, in effect, reduce the projected need for industrial space, but these effects were
assumed to be negligible. The projections resulting from this process are found in Section 5.

Land Area

To determine the industrial land area required over the study period it was first assumed that
the "CRD Industrial Land Inventory & Assessment 2009" as prepared by the CRD Regional
Planning Division could be used as a reliable inventory of industrial land.

As the Central Saanich Zoning Bylaw mandates a maximum Surface Coverage Ratio of 0.01
for extraction lands with the 12 designation, the Butler Pit lands were excluded from the total
industrial inventory for purposes of estimating land utilization. It was also assumed that a
negligible fraction of all light industrial properties in Central Saanich were multi-level or made
use of the maximum floor area ratio of 1.0. Thus, an overall Site Coverage Ratio was
calculated by dividing the industrial square footage for Central Saanich as shown in Section
4 and dividing it by the total square footage of non-extraction industrial land. The results of
this process are found in Section 5.

It should also be noted that an estimated 17.7 acres of industrial land on the Saanich
Peninsula are vacant, according to the "CRD Industrial Land Inventory & Assessment 2009."
Because the locations of these vacant acres could not be specified they were not taken into
account in these calculations of average SCR, but have the potential to slightly understate
the employment-driven industrial land need by anywhere from 0-10%.



Figure 1: General Approach undertaken in this Report

The overall approach taken in this report is illustrated in the flow-chart below.
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2.0 Current Economic Context

This section of the report provides a macroeconomic background for employment growth in
the Capital Regional District and in the District of Central Saanich. In general terms, due
partially to the island location, the majority of industries serve the local and regional
economies though there are a number of successful businesses in the area serving
provincial or national customers (client input requested). This means that the majority of
businesses are relatively small scale with limited diversity compared to major metropolitan
areas with a wide assortment of Provincial and National firms.

2.1 Overview

Long term employment growth in Greater Victoria will be influenced by not only regional
forces but also by national and international trends. This section serves as an overview of
broader economic forces shaping various forms of employment and places Greater Victoria
employment growth in a regional context. It also offers a brief comparison of the Capital
Regional District to the District of Central Saanich. The context of the recent collapse of oil
prices, and the resultant effects on the Canadian economy, will also influence both national
and regional trends.

2.2 Provincial Economic Scan

The real estate industry continues to be the most important aspects of the provincial
economy. Housing valuations and demands drive business sentiment and labour market
gains. For 2015, BC had the highest pace of real GDP in Canada. It is expected that housing
and construction will moderate with lower valuations and an expected reduction in monetary
policy stimulus.

As the US economy is expected to strengthen, export growth will provide growing demand
for BC exports. These will also be helped by a low Canadian dollar. According to various
sources, GDP for BC is expected to be 2.9% in 2015, 3.1% in 2016, and 2.9% in 2017.
These are all strong growth rates for the near term.

In addition to housing, the severe economic decline in Alberta and other provinces has
impacted BC. While some aspects have been positive for BC, others such as intra-provincial
trade and the sale of housing to Albertans has declined.

Strong gains in the public sector resulted in the province adding more jobs, on net, year to
date in November 2015 than all other provinces, with employment advancing by almost
60,000.

The unemployment rate is expected to be less than 6% in 2016. The flow of individuals
moving back from neighbouring Alberta will likely continue to remain elevated, helping to
sustain the upswing in population growth that emerged late in 2015.



A major macroeconomic trend has been the strengthening of the US dollar versus the
weakening of the Canadian dollar. Higher lumber shipments to the United States will more
than make up for small declines in demand from Asia. Mining in such sectors as coal,
copper, and natural gas will underperform due to reduced Asian demand. Despite this, a
moderate price recovery is expected for commodities in 2016.

The following table provides a snapshot of the provincial economy in the near term. In
general, economic indicators are all positive for BC. This has the effect of creating a positive
environment for capital investment by both the public and private sectors across the
province, which in turn creates a favourable backdrop for economic activity in the Keating
Corridor.

Table 1: Outlook for the BC Provincial Economy

British Columbia PROVINCIAL OUTLOOK | DECEMBER 2015
2008 2009 2010 2011 2012 2013 2014 2015F 2016F 2017F

Real GDP Chained 52007 millions 199,768 194,987 200,324 206,360 211,427 215901 222,868 229,331 236,532 243,497
% change 0.7 -2.4 2.7 3.0 2.5 2.1 3.2 2.9 31 2.9

Nominal GDP Smilions 204,406 196,250 205,117 216,786 221,414 226,605 237,188 247,913 259,788 273,311
% change 31 -4.0 4.5 5.7 2.1 2,3 4.7 4.5 4.8 5.2

Employment thousands 2,242 2,192 2,223 2,228 2,262 2,266 2,278 2,307 2,348 2,364
% change 1.6 -1.2 1.4 0.2 1.6 0.1 0.6 1.3 1.8 0.7

Unemployment rate % 4.6 7.7 7.6 7.5 6.8 6.6 6.1 6.0 5.8 5.8
Retail sales Smilions 57,794 55,288 58,251 60,090 61,255 62,734 66,273 70,751 74,095 76,986
% change 1.5 -4,3 5.4 3.2 1.9 1.4 5.6 6.8 4.7 3.9

Housing starts units 34,321 16,077 26,479 26,400 27,465 27,054 28,356 32,200 33,000 27,500
% change -12.4 -53.2 64.7 -0.3 4.0 -1.5 4.8 13.6 2.5 -16.7

Consumer price index 2002-100 112.3 112.3 113.8 116.5 117.8 117.7 118.9 120.2 122.8 124.9
% change 2.1 0.0 1.4 2,3 1.1 -0.1 1.0 1.1 2.1 1.7

Source: Royal Bank of Canada

It should be noted, however, that Central Saanich is largely unaffected by large scale
development across the BC mainland. In addition, Nanaimo presently serves as the
industrial hub of Vancouver Island. As a result, the south Island industrial economy is highly
localized. The context of the BC economy is presented simply to provide a background and
indication of economic confidence, which has an indirect impact on investment sentiment.
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2.3 Regional Economic Scan

2.3.1 Capital Regional District

The following is provided as context for the analysis. The Capital Regional District (CRD) is
the local government administrative district for the southern tip of Vancouver Island and the
southern Gulf Islands. The CRD, dominated by Victoria, had an official population of 359,991

as of the Canada 2011 Census.

Figure 2: Map of the Capital Regional District
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The CRD encompasses the thirteen municipalities of Greater Victoria and the Juan de Fuca
Electoral Area on Vancouver Island, the Salt Spring Electoral Area, and the Southern Gulf
Islands Electoral Area. The total land area is 2,341.11 km2 (903.91 sqg. mi.). The Victoria
CMA holds the overwhelming majority of the population of the CRD.
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Population growth in the CRD has averaged about 0.68% annually since 1996 following a
period of more rapid growth in the decade prior. The chart below shows this trend.

Figure 3: Capital Regional District Population - 1985-2015
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2.3.2 Regional Transportation Infrastructure

The primary issue for industrial development and transportation infrastructure is that the
study area is on an island. As a result, this dramatically reduces the need for major
highways, transcontinental railway connections, large scale international airports, and other
transportation links commonly associated with major metropolitan areas.

The CRD has regional transportation services which are vital to the economy. The map
below shows the regional transportation links connecting the Keating Area to the world.

Figure 4: Saanich Peninsula Regional Connectivity
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Highway Infrastructure - Highway 17 - Patricia Bay Highway

There are a number of highways in the region but the two most important are Highway 17
and Highway 1. Highway 17, a four-lane divided freeway punctuated by signalled or grade-
separated interchanges, is the primary connection and transportation link for the Keating

13



Corridor and the entire CRD. This Highway provides excellent service along the entire
Saanich peninsula and into the City of Victoria. Virtually all businesses in the study area use
this corridor frequently and it is essential to their ongoing success. The Ministry of
Transportation and Infrastructure reported a 27% increase of traffic volume along this
highway between 2008 and 2013; the map below shows the daily traffic counts.

Figure 5: Daily Traffic Counts along Highway 17 on the Saanich Peninsula
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The Highway 17 corridor is the northeastern gateway to the Capital Region, accommodating
the movement of people, goods and services externally from the BC Ferries terminal at

Swartz Bay and the Victoria International Airport through to the Victoria area and other parts
of the Island. The corridor is also a critical north-south link for residents and businesses

located on the Saanich Peninsula and adjacent to the Highway that travel the corridor daily
by car and on transit.
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Highway 17 is by far the most important transportation link for the local area and Keating
businesses. If it were to become increasingly congested, it would have a serious negative
impact on the study area by increasing travel times and reducing the efficiency and viability
of the location. These are travel times to destinations important to the regional economy:

o Downtown Victoria is 20 minutes via Highway 17

¢ Downtown Vancouver is 3 hours via Highway 17 and BC Ferry

¢ Downtown Nanaimo is 90 minutes via Highway 17 and Highway 1

Should these travel times increase significantly, other locations closer to the urban centre
would become ever more attractive as they would offer greater efficiency and easier access
to both suppliers and customers.

The 2014 Highway 17 Planning Study by Urban Systems noted the following:

o Traffic is generally operating close to posted speeds on Highway 17 during the
morning and afternoon peak periods, with the exception of delays experienced at
signalized intersections.

e Although the peak period travel speeds are affected by ferry traffic, the average
travel speeds decrease by less than 4 km/hr across the length of the corridor.

A graphical representation of the speed of vehicle throughput can be seen below. The dips
correspond to signalled interchanges along the Highway.

Figure 6: Average Travel Speeds along Highway 17
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It should be noted that the intersection with Keating Cross Road is presently not signalled,
which would account for its higher average travel speed.
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The present configuration of the intersection of Keating Cross Road with Highway 17 does
pose some challenges. As can be seen in the aerial photo below, Keating Cross Road can
only be directly accessed from the northbound side of Highway 17, and likewise traffic from
Keating Cross Road may only access Highway 17 southbound.

Figure 7: Aerial Photo of Highway 17 at Keating Cross Road

: e o
Source: Google Maps

Traffic between Keating Cross Road and destinations further north, including the ferry
terminal at Sidney, has no direct connection to the highway and must take circuitous
residential routes to other connecting roads, namely Island View Road or West Saanich
Road. Though not demonstrated by severe reductions in average travel speeds at Keating
Cross Road, it is likely that the lack of easier bi-directional access to Highway 17 reduces the
economic effectiveness of the Keating Industrial Area.

A grade-separated interchange not unlike that at Highway 17 and McTavish Road could
facilitate bi-directional highway access with minimal reduction in average travel speed, but
may be a costly solution. Alternately, a signalled intersection could be created to provide a
similar function. Increased economic activities within the Keating Industrial Area could
generate the residual values sufficient to warrant the construction of a new interchange.
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Ferry Service - BC Ferries

Given the isolation of the Saanich Peninsula and Vancouver Island, this service provides the
most important connection to the mainland. In general, ferry service is comprehensive and
sufficient for most transportation requirements for people, private vehicles, and trucks. The
ferry service out of Swartz Bay connects directly to Tsawwassen and while slower than a
highway, it does provide an adequate link. Some of the weaknesses of the ferry system
include: limited sailings, delays, slow travel time, and perhaps most importantly, high cost.
While vehicle and passenger traffic out of Swartz Bay had been in decline in 2012 and 2013,
it has increased in both 2014 and 2015 as seen in the table below.

Table 2: Ferry Traffic from Swartz Bay to Tsawwassen - 2011-2015

STATISTICS FOR BC FERRIES ROUTE 01 AT SWARTZ BAY OUTBUND
YEAR VEHICLES % CHANGE PASSENGERS % CHANGE
2011 876,434 2,805,380
2012 869,100 -0.8% 2,776,797 -1.0%
2013 859,266 -1.1% 2,765,490 -0.4%
2014 870,895 1.4% 2,807,742 1.5%
2015* 912,200 4.7% 2,932,200 4.4%

* Final values for 2015 were estimated based on December 2015 YTD values and previous trends
Sources: BC Ferries; Site Economics

BC Ferries also offers service from Swartz Bay to Pender Island, Mayne Island, Salt Spring
Island, Galiano Island as well as a short run from Brentwood Bay on the west shore of the
Saanich Peninsula to Mill Bay.

Other Ferry Services

Private ferry operators offer service to western Washington State. Specifically, Washington
State Ferries offers daily service between Sidney, BC and Anacortes, WA, a port about 63
kilometres south of Bellingham. The travel time is about three hours. Black Ball Transport
offers daily 90-minute sailings to Port Angeles, WA from Victoria while the Victoria Clipper
offers daily passenger service to and from Seattle.

Short Sea Shipping — Barge Services

There is a large, modern and efficient short-shipping industry and barge service which
connects Vancouver Island with the Lower Mainland. It is not expected to grow significantly
as service is directly tied to population growth. This economic link is vitally important and its
utility and form are already optimized.

Air Service - Victoria International Airport

The Victoria International Airport (YYJ) is a small regional airport with limited international
service to the United States. YYJ saw a total of 1,650,165 passengers in 2014 - a 6.0%
increase in traffic over 2013. It is expected that the vast majority of business uses would be
employee travel, courier delivery, limited air freight service and connections to the Vancouver
International Airport (YVR).
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Transit Service - BC Transit

BC Transit operates several bus routes in the Saanich Peninsula, connecting the city of
Victoria to Victoria International Airport and Swartz Bay, as shown on the map below.

Figure 8: BC Transit Coverage on the Saanich Peninsula
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2.3.3 Aggregate Regional Development Trends

Though increasing since 2013, development spending in the CRD still has not fully
recovered from the aftermath of the Global Financial Crisis in 2009 with total spending of
about $759 million in 2015. This is still well below the peak spending of $914 million
observed in 2007 when the pre-recession economy was at its height.

Residential spending continues to be the largest component of development, accounting for
50% to 75% of total spending in the CRD. Spending on industrial development has
accounted for only about 2% of total development spending across the CRD every year
since 2006. Industrial development is an extremely small part of the real estate industry.

The chart below shows the relative amounts of development spending across the CRD from
1998 through 2015.

Figure 9: Development Permits by Category - Capital Regional District - 1998-2015
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Table 3: Development Permits by Category - Capital Regional District - 1998-2015

DEVELOPMENT SPENDING ($ millions) - CAPITAL REGIONAL DISTRICT - 1998-2015

Development Type 1998 1999 2000 2001 2002 2003
Residential 162 187 167 194 271 333
Commercial 76 101 77 87 104 134
Institutional 25 117 32 57 63 80
Industrial 16 6 15 22 9 20
Total 280 412 291 359 448 568

Development Type 2004 2005 2006 2007 2008 2009
Residential 401 434 551 668 556 395
Commercial 68 184 107 86 180 205
Institutional 60 94 106 146 84 175
Industrial 8 9 12 15 18 20
Total 537 720 776 914 838 794

Development Type 2010 2011 2012 2013 2014 2015
Residential 490 420 443 359 449 569
Commercial 178 165 171 97 110 119
Institutional 83 41 21 107 95 57
Industrial 14 15 13 14 12 14
Total 765 641 648 577 666 759

Source: BC Stats
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2.4 Peninsula/Central Saanich Economic Scan

The Peninsula area consists of the District Municipality of Central Saanich, the District
Municipality of North Saanich, and the Town of Sidney as well as several First Nation
reserves. Other than Sidney and a few small urban concentrations, the vast majority of the
peninsula is semi-rural. Very strong land use restrictions across the region indicate that there
will be few new industrial parks which compete with the subject area. Rezoning or exclusions
from the ALR and the creation of new industrial lands is considered to be extremely unlikely.
If any lands were added to the industrial inventory, it is expected that they would be
moderate scale.

2.4.1 Population Growth

The combined population of the three municipalities comprising the peninsula has slowly
grown from about 37,880 in 2006 to about 38,200 in 2011, exhibiting an average annual
growth rate of 0.17%. This is a significantly slower rate of growth than the rest of the Capital
Regional District which exhibited an average annual growth of 0.68% over that same interval.

2.4.2 Local Transportation Infrastructure

Central Saanich is connected to the rest of the island primarily by the Highway 17 (the Pat
Bay Highway) and, to a lesser extent, Highway 17A (West Saanich Road). The Keating
Industrial Area lies atop Keating Cross Road, which connects these two highways. The
overall context of the road network in Central Saanich is shown on the map below.

Figure 10: Central Saanich Road Network
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Keating Cross Road is 4-lanes wide between Highway 17 and Butler Crescent, where it

becomes a 2-lane road. Traffic counts for the area surrounding the Keating Industrial Area
are shown below.
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2.4.3 Local Public Transit

The Keating Industrial Area is served by BC Transit, specifically by bus route 75 which runs
between Victoria and Sidney. As can be seen on the map below, there are several stops
along Keating Cross Road within the Keating Industrial Area and busses serve these stops
every 19-35 minutes during regular working hours. This frequency does drop significantly at
night.

Figure 12: BC Transit Bus Line in the Keating Industrial Area
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Given the suburban nature of residential development in Central Saanich and much of the
CRD it is assumed that the overwhelming majority of workers employed in the Keating
Industrial Area arrive by private automobile. Nonetheless, increased frequency of the bus
service through the Keating area could encourage employment by allowing for longer
operating hours and/or additional work shifts. It is generally considered essential for modern
office buildings to have bus service in order to accommodate many of the lower-income
workers, thus enhanced bus frequency and routing would encourage more intensive
employment at the Keating site.
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2.4.4 Labour Force

The Peninsula has a labour force participation rate of about 56.8%, which is a bit less than
the 65.4% observed in the CRD as a whole. This is likely due to the relative age of the

population in the Peninsula where the median age is 52.1 years, compared to the 44.2 years

seen in the CRD overall. Moreover, 36.2% of the population in the Peninsula is 60 years or

older, as compared to 25.8% in the CRD.

The table below compares the labour forces of the District of Central Saanich and the Capital
Regional District, respectively. Areas shaded yellow are industries (as defined by their 2-digit
NAICS codes) where Central Saanich has a higher than average representation as

compared to the region as a whole. Workers in Central Saanich are more than twice as likely

to work in agricultural and forest industries and 50% more likely to work in Wholesale trade
than their counterparts in the CRD. Workers in Central Saanich are less likely, however, to
work in the educational and healthcare sectors than workers from the CRD generally.

Table 4: Workforce Comparison - Central Saanich and the CRD - 2011 Census

CENTRAL SAANICH

CAPITAL REGIONAL DISTRICT

8,702 %base 197,706 %base

All Industries (2-DIGIT NAICS CODES) 8,659 99.5% 194,970 98.6%
11 Agriculture, forestry, fishing and hunting 216 2.5% 2,132 1.1%
21 Mining, quarrying, and oil and gas extraction 29 0.3% 425 0.2%
22 Utilities 31 0.4% 561 0.3%
23 Construction 791 9.1% 14,196 7.2%
31-33 Manufacturing 303 3.5% 6,461 3.3%
41 Wholesale trade 284 3.3% 4,916 2.5%
44-45 Retail trade 951 10.9% 22,523 11.4%
48-49 Transportation and warehousing 355 4.1% 6,911 3.5%
51 Information and cultural industries 149 1.7% 3,761 1.9%
52 Finance and insurance 249 2.9% 6,226 3.1%
53 Real estate and rental and leasing 200 2.3% 4,501 2.3%
54 Professional, scientific and technical services 850 9.8% 16,037 8.1%
55 Management of companies and enterprises 0 0.0% 165 0.1%
56 Admin & support, waste mgmt & remediation svcs 474 5.4% 8,071 41%
61 Educational services 576 6.6% 15,762 8.0%
62 Health care and social assistance 989 11.4% 26,027 13.2%
71 Arts, entertainment and recreation 211 2.4% 5,233 2.6%
72 Accommodation and food services 481 5.5% 15,977 8.1%
81 Other services (except public administration) 316 3.6% 8,223 4.2%
91 Public administration 1,204 13.8% 26,862 13.6%
Industry - Not applicable 43 0.5% 2,736 1.4%

Sources: Statistics Canada; Site Economics
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2.4.5 Aggregate Development Trends

Similar to the situation in the CRD, development spending in the District of Central Saanich
has largely not fully recovered to pre-recession levels with the notable exception of 2014
when a record $32.3 million was spent.

Residential spending continues to be the largest component of development, usually
accounting for more than half of total spending in Central Saanich. Spending on industrial
development, however, comprises a much larger share of the total in Central Saanich,
averaging about 11% over the past 10 years. The chart below shows the relative amounts of
development spending in Central Saanich from 1998 through 2015.

Figure 13: Development Permits by Category - District of Central Saanich - 1998-2015
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Since 2010 an average of $2.3 million was spent per year in development permits for
industrial uses in the District of Central Saanich. Interestingly, this accounts for, on average,
about 17% of industrial development permit activity in the Capital Regional District.

Unfortunately, due to the highly variable nature of the purposes of such developments it is
difficult to estimate the precise effect of such investments in concrete terms such as jobs
created or square footage developed, much less as a predictive modeling tool. Rather, the
reader is encouraged to consider overall economic trends as the tide which directs
investment into industrial and other private sector projects.

The table below provides the specific dollars amounts invested in developments by type
between 1998 and 2015.
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Table 5: Development Permits by Category - DM Central Saanich - 1998-2015

DEVELOPMENT PERMITS - ($ THOUSANDS) - DISTRICT OF CENTRAL SAANICH - 1998-2015
Development Type 1998 1999 2000 2001 2002 2003
Residential 12,740 9,760 11,570 11,720 14,750 13,620
Commercial 870 1,210 1,200 1,170 1,580 8,990
Institutional 550 0 1,140 120 590 3,100
Industrial 3,260 2,290 6,330 11,510 5,040 2,020
Total 17,420 13,260 20,240 24,520 21,960 27,730
Development Type 2004 2005 2006 2007 2008 2009
Residential 16,050 19,610 10,530 18,550 17,900 14,170
Commercial 3,080 1,970 4,640 3,540 1,540 1,430
Institutional 850 2,900 180 6,090 4,510 80
Industrial 860 1,160 2,430 1,260 940 5,630
Total 20,840 25,640 17,780 29,440 24,890 21,310
Development Type 2010 2011 2012 2013 2014 2015
Residential 16,210 12,250 8,580 13,510 22,570 19,550
Commercial 2,240 1,890 2,600 4,700 2,510 1,600
Institutional 2,750 4,280 5,310 1,650 2,740 30
Industrial 1,410 2,470 1,800 900 4,490 3,000
Total 22,610 20,890 18,290 20,760 32,310 24,180

Source: BC Stats

2.4.6 Site Context

The Keating Industrial Area measures about 115 hectares, or about 260 acres, and contains
a significant fraction of the industrially-designated lands in the CRD. The Keating Industrial
Area is bisected by Keating Cross Road which ultimately connects the site to Highway 17,
the Pat Bay Highway, which in turn connects the site to Victoria and the rest of Vancouver
Island as well as to the Mainland via the Swartz Bay ferry terminal. The eastern two-thirds of
the Keating site is zoned for Light Industrial and Arterial Commercial, while the western third
is the Butler Pit, an operating gravel extraction facility expected to be eventually used for
Light Industrial purposes. The site is shown on the map below.

E Keating Industrial Area (~260 acres)

D Butler Pit (~65 acres)

Source: Google Maps; District of Central Saanich; Site Economics
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As can be seen in the figure below, the Keating Industrial Area is completely surrounded with
ALR except the west where there is a large lot sub-division. Brentwood Bay and Butchart
Gardens are to the west with major urban areas to the east following the length of Hwy 17 on
both sides. This is a destination industrial park which does not reply on drive b traffic or
convenience. The location is a little isolated but that should not hinder most businesses
particularly given the lack of alternative industrial sites in the CRD.

Figure 14: Agricultural Land Reserve in the District of Saanich

[] Keating Industrial Area
Agricultural Land Reserve

Source: District of Central Saanich; Site Economics
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Many areas within the District of Central Saanich face natural features such as seasonal
inundation, streams or steep slopes which constrain potential development. The Keating
Industrial Area has some, but not much, land which with such natural constraints, largely
confined to the southern and western fringes of the site. The map below shows these
constraints across the District of Central Saanich.

Figure 15: Natural Development Constraints in the District of Central Saanich
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The Light Industrial and Commercial areas of the Keating Industrial Area presently have
water and sewer infrastructure in place. This infrastructure is adjacent to the Butler Pit area,
to one degree or another, on all sides. The infrastructure coverage is shown on the map

below.

27




Figure 16: Sanitary and Water Distribution Infrastructure in Central Saanich
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The map below zooms in to a closer look at the water and sanitary infrastructure in and

surrounding the Keating Industrial Area.

Figure 17: Sanitary and Water Distribution Infrastructure near the Keating Area

Source: District of Central Saanich; Site Economics
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2.4.7 Existing Keating Businesses

The Keating area has over 200 existing businesses which serve a wide variety of economic
activities. The following Figures indicate the number and location of each in terms of NAICS
codes, the North American Industrial Classification System.

It is clear that the dominant businesses are Manufacturing, Retail Trade, Wholesale Trade,
Construction and Warehousing. Other than retail these are all businesses which tend to
require larger than average land areas and buildings and are well suited to the suburban
location, well out of the more expensive and land constrained urban core. The other
categories tend to be oriented more towards services.

This inventory does not reflect the number of employees per business however it is a proxy
for what types of businesses thrive here and what type of new businesses would be attracted
to the expansion area.

Figure 6: Inventory of Keating Businesses by NAICS Code
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Figure 7: Location of each Keating Business by NAICS Code
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There is a significant office building with structured parking. It is referred to as Gateway and
currently it has a 10% vacancy and rents in the high teens per sq. ft. The listing agent,
Tristan Spark, indicated that there was very little demand for office space in this location.
Office tenants preferred more urban locations. This agent also leases the Victoria tech centre
building at the university. He indicated that leasing at that building was relatively slow as
tenants preferred locations in the amenity-rich downtown area. Based on this practical
evidence, it is clear that an office building would not be advised in this location and the study
area is more suited to industrial.

An example of high quality industrial space which can serve many purposes is the Veyaness
industrial building. This flex space can serve industrial, office, and even retail needs. The
rents are on the order of $14 per sq. ft., which is not much lower than office space but is far
cheaper to build. More buildings with more modern forms of flex space are warranted by the
market and the demands of small business.

The leasing agents indicated that the zoning in the Keating area was generally suitable,
however they recommended that it become more flexible on the Keating frontage. This would
encourage a wider range of tenants and higher quality buildings which in turn would improve
the appearance and identity of the Keating business district. While not directly mentioned, it
can be inferred that some form of design guidelines to improve the overall quality of
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development are warranted. The overall image of the business park, if improved, could
significantly add to its appeal.

31



3.0 Economic Growth Trends, Challenges & Opportunities

3.1 Development Trends

This analysis assumes a relatively steady economic state, although fluctuations in economic
growth are of course not unusual. Overall, the pace of development is expected to generally
mirror the level of overall population growth, assuming that there are no significant changes
to the share of the total market for development enjoyed by the District of Central Saanich.
Sustainable practices are expected to influence all sectors, with growing regulation in the
transportation and construction sectors. Consumption per capita is expected to drop slightly.

The key 2016 — 2041 development trends and practices are as follows:

Commercial and retail development is increasingly locating on urban sites, near
higher density residential areas, with good transit access and a substantial built in
customer base;

Newer commercial development is often characterized with ever higher floor area
ratios (FAR) and locations within multi-level mixed use projects. Victoria’s
commercial densification occurring at the neighbourhood shopping centres outside
the City Centre;

Some industrial development may adjust to accommodate the high price of land and
lack of well-located land by increasing the average building FAR;

The location of industrial development, while important, has become less critical to
businesses as they are forced onto whatever lands they can secure due to a
shortage of well-located industrial lands within the region and given competition from
other land uses. It is assumed that the ALR will be protected;

Office projects are becoming more efficient and “green” with optimal layouts, design
and engineering reflecting customer demands. Tenants are increasingly oriented
towards transit hubs, however the rent differential between low cost business parks
and high cost urban centres remains substantial, making the latter more expensive to
develop;

Many new projects tend to be denser with more eco-friendly features. LEED
certification can sometimes yield economic gains as well as social and environmental
benefits; and

Businesses will continue to locate in mutually beneficial groupings, for example in
instances where one business’s by-product is another business’s input.

The development industry in the CRD reflects these wider industry trends in all forms of new
development.
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3.2 Population Growth in the Capital Regional District

The population of the CRD is projected to increase from an estimated 374,000 in 2016 to
about 462,000 in 2041, growing at an average annual rate of 0.85%,according to projections
derived from Urban Futures' work entitled "Regional, Sub-regional & TAZ-level Projections
for the Capital Regional District" from December, 2014. The table below shows the
forecasted populations broken down into selected age groups as well as the average annual
growth rates for each of the five-year increments. One trend to notice is the overall slowing of
the average annual rate of growth.

Table 6: Population Projection for the Capital Regional District - 2016-2041

POPULATION PROJECTION - CAPITAL REGIONAL DISTRICT - 2016-2041

[AGE GROUP 2016 2021 2026 2031 2036 2041
0-14 48,000 51,670 54,500 55240 54,500 53,510
15 - 24 38,440 36,100 36,640 39,350 42,300 45,020
25 - 34 54,020 52,310 48,690 47,020 47,620 49,150
35 - 44 45940 51,980 57,460 56,180 52,730 49,840
45 - 54 53,990 51,380 52,170 58,460 63,980 67,160
55 - 64 57,880 60,610 59,560 57,320 58,330 61,490
65+ 75,870 89,720 104,840 118,440 128,150 136,410

TOTAL POPULATION 374,140 393,760 413,940 432,010 447,610 462,390
AVERAGE ANNUAL GROWTH RATE 0.94%  1.08%  1.00%  0.86% 0.71%  0.66%

Sources: Site Economics, based on projections from Urban Futures (2014) and estimates
from Statistics Canada (2011)

Using the Urban Futures forecasts for the Peninsula area, the population of Central Saanich
was forecast to increase by nearly 3,800 people between 2016 and 2041, capturing about
4.3% of the CRD growth. Not surprisingly, the average annual growth rates for Central
Saanich differ from those of the CRD for each of the five-year increments. Interestingly, the
projections indicate a slightly increasing rate of average annual growth between 2016 and
2041. The table below shows the forecasted populations broken down into selected age
groups as well as the average annual growth rates for each of the five-year increments

Table 7: Population Projection for the District of Central Saanich - 2016-2041

POPULATION PROJECTION - DISTRICT OF CENTRAL SAANICH - 2016-2041

[AGE GROUP 2016 2021 2026 2031 2036 2041
0- 14 1,580 1,740 2,010 2,190 2,200 2,150
15 - 24 1,660 1,440 1,390 1,570 1,890 2,240
25 - 34 1,520 1,660 1,380 1,090 970 920
35 - 44 1,010 1,150 1,700 2,010 1,800 1,490
45 - 54 2,090 1,680 1,390 1,600 2,300 3,410
55 - 64 3,020 3,010 2,730 2,340 2,050 1,810
65+ 5,180 6,030 6,830 7,450 7,740 7,890

TOTAL POPULATION 16,040 16,700 17,420 18,230 18,960 19,830
AVERAGE ANNUAL GROWTH RATE 058%  081%  085%  091%  0.79% _ 0.90%

Sources: Site Economics, based on projections from Urban Futures (2014) and estimates
from Statistics Canada (2011)
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3.3 Employment Growth in the Capital Regional District

The 2014 Urban Futures report also provided forecasts for employment broken down into six
occupational sectors, as shown in the tables below. Predictably these figures demonstrate
an ever decreasing employment participation rate as persons over 65 years of age claim an
ever increasing proportion of the population. The first table shows employment projections
for the Capital Regional District; between 2016 and 2041, the CRD is expected to add about
29,500 jobs at an average annual growth rate of 0.54%.

Table 8: Employment Projection for the Capital Regional District - 2016-2041

EMPLOYMENT PROJECTION - CAPITAL REGIONAL DISTRICT - 2016-2041

OCCUPATIONAL SECTOR 2016 2021 2026 2031 2036 2041
Management, Business, Finance & Admin. 54,066 54,442 54,847 55,470 56,260 57,080
Natural and Applied Sciences 18,404 19,581 20,685 21,801 22,922 24,060
Commercial, Sales and Service 60,284 62,355 64,289 66,370 68,563 70,810
Social Sciences, Health and Government 42,603 44,284 45,812 47,428 49,116 50,880
Construction, Trade and Transport 24,041 24,487 24,902 25,395 25,952 26,540
Primary Resources and Manufacturing 5,517 5,637 5,532 5,355 5,215 5,080

TOTAL EMPLOYMENT 204,916 210,786 216,068 221,819 228,028 234,450
AVERAGE ANNUAL GROWTH RATE 0.74% 0.57% 0.50% 0.53% 0.55% 0.56%

Sources: Site Economics, based on projections from Urban Futures (2014) and estimates
from Statistics Canada (2011)

Over the 25-year period, the greatest rates of growth are to be seen in the Natural and
Applied Sciences and Social Sciences, Health and Government sectors, while Primary
Resources and Manufacturing are expected to decline somewhat in the CRD.

Using the Urban Futures employment projections for the Peninsula as a base, projections for
Central Saanich were made and are summarized in the table below. Between 2016 and

2041, Central Saanich is expected to add about 1,250 jobs.

Table 9: Employment Projection for the District of Central Saanich - 2016-2041

EMPLOYMENT PROJECTION - DISTRICT OF CENTRAL SAANICH - 2016-2041

OCCUPATIONAL SECTOR 2016 2021 2026 2031 2036 2041
Management, Business, Finance & Admin. 2,240 2,250 2,270 2,300 2,340 2,380
Natural and Applied Sciences 1,080 1,140 1,190 1,240 1,300 1,350
Commercial, Sales and Service 2,300 2,370 2,450 2,540 2,650 2,750
Social Sciences, Health and Government 1,330 1,390 1,450 1,510 1,590 1,640
Construction, Trade and Transport 1,440 1,460 1,470 1,490 1,520 1,560
Primary Resources and Manufacturing 560 570 560 550 530 530

TOTAL EMPLOYMENT 8,950 9,180 9,390 9,630 9,930 10,210
AVERAGE ANNUAL GROWTH RATE 0.59% 0.51% 0.45% 0.51% 0.62% 0.56%

Sources: Site Economics, based on projections from Urban Futures (2014) and estimates
from Statistics Canada (2011)

As with the CRD, the greatest rates of growth are to be seen in the Natural and Applied
Sciences and Social Sciences, Health and Government sectors, while Primary Resources
and Manufacturing are expected to decline somewhat in Central Saanich.

The ramifications of employment on land use will be discussed in Section 5.
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3.4 Opportunities and Challenges for Central Saanich

Opportunities

Significant industrial acreage to be expanded and intensified - The acreage available
in the Butler Pit area is equal to more than a third of the vacant industrial land across
the CRD.

Very close to Highway 17 with good links to the entire CRD - The Keating site is
highly accessible to key highways through the Peninsula.

Reasonable proximity to Victoria and the CRD population base - Downtown Victoria
is 20 minutes via Highway 17; Downtown Nanaimo is 90 minutes via Highway 17 and
Highway 1.

Proximity to ferry service to the mainland - Downtown Vancouver is 3 hours via
Highway 17 and BC Ferries

Proximity to Victoria International Airport

Abundant ALR lands nearby may facilitate agricultural-industrial uses

Challenges

Difficult office market - The city of Victoria offers a better range of office product.
Limited public transit - Only a single bus line which runs infrequently outside of peak
hours.

Not on Highway 17 and thus lacks visibility and convenient access - Though
connected to Highway 17 via Keating Cross Road, the site lacks the frontage and
visibility that could bolster commercial or retail demand. Furthermore, the intersection
of Keating Cross with Highway 17 has limited accessibility and has no traffic signal.
Competitive locations in Victoria are closer to the urban centre and the employment
base - The Saanich Peninsula is somewhat removed from the core of the CRD.
Relatively isolated industrial park surrounded by ALR - While providing some
opportunity for agri-industrial development, the ALR severely constrains future
growth and development.

3.5 Conclusions

While Central Saanich is somewhat removed from the urban core CRD, it has clearly proven
itself a viable and successful location for important industrial businesses. Its levels of
employment and development investment have been commensurate with its workforce and
population relative to the CRD region at large. The location has not been a disadvantage and
it has many strengths which will become even more important as the supply of vacant land
diminishes.
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4.0 Greater Victoria Employment Sectors

4.1 Introduction

This section of the report profiles the economy with a focus on industrial. The following table
indicates that the majority of businesses in Central Saanich are industrial. Approximately
56% of all businesses are in the categories of manufacturing, wholesale trade and
construction, transportation and warehousing, and utilities. This is a majority of businesses
and it clearly indicates how very important the Keating area is the economy of Central
Saanich.

CENTRAL SAANICH BUSINESS LICENSES

INDUSTRY SECTOR COUNT SHARE |
Manufacturing 49 22%
Retail trade 35 15%
Wholesale trade 29 13%
Construction 24 11%
Transportation and warehousing 22 10%
Professional, scientific and technical services 13 6%
Other services (except public administration) 11 5%
Public administration 11 5%
(UNSPECIFIED) 11 5%
Administrative and support, waste management and remediation services 8 4%
Accommodation and food services 5 2%
Agriculture, forestry, fishing and hunting 2 1%
Arts, entertainment and recreation 2 1%
Real estate and rental and leasing 2 1%
Utilities 2 1%

Grand Total 226 100%

Source: District of Central Saanich
4.2 Industrial Development
4.2.1 Greater Victoria Industrial Conditions

According to the CRD Industrial Land Inventory and Assessment 2009 the Capital Regional
District has about 2,028 acres (820.7 ha) of land designated for industrial use. These lands
are allocated across the thirteen member municipalities and electoral areas as shown in the
chart below.

It should be noted that while the main source for the inventory of industrial lands was over
five years old at the time of this report, it remains the most recent publicly available report on
the topic. In addition, the market has not changed radically or significantly over past six
years.
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Figure 18: Land Area (acres) Designated for Industrial Use in the CRD (2009)
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Source: CRD Industrial Land Inventory & Assessment 2009

It can be seen that the District of Central Saanich ranks third in the amount of industrial land
provided, or about 261 acres (about 105.5 hectares), following only the District of Saanich
and the City of Victoria. The chart below helps show the significance of Central Saanich's
contribution to the regional inventory, measuring about 12.9% of all the industrial land in the
CRD. The top five municipalities provide the region with over 75% of its industrially-
designated land.

Figure 19: Land Area (acres) Designated for Industrial Use in the CRD (2009)

41.6 284
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260.8

Source: CRD Industrial Land Inventory & Assessment 2009; Site Economics
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The CRD Industrial Land Inventory and Assessment 2009 further disaggregates the

industrial lands by type as shown in the table below. Central Saanich is show providing the
region with nearly 21% of its Light Industrial land and 100% percent of its Extraction-based
land (the Butler Pit gravel operation).

Table 10: Industrial Land Inventory by Category - Capital Regional District

INDUSTRIAL ACREAGE BY CATEGORY - CAPITAL REGIONAL DISTRICT

MUNICIPALITY TOTAL % |JLIGHT % |JGENL % |HEAVY % |EXIRN % MARINE %

Peninsula 420 20.7%| 282.3 34.6% 0 0.0% 0 0.0% 91.2 100.0% 46.4 55.0%
North Saanich 8 0.4% 8 1.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Sidney 1512  7.5%| 104.8 12.8% 0 0.0% 0 0.0% 0 0.0% 46.4 55.0%
Central Saanich 260.8 12.9%] 169.6 20.8% 0 0.0% 0 0.0% 91.2 100.0% 0 0.0%

Core 923.9 45.5% 433 53.1%| 649 11.5%| 406.5 85.9% 0 0.0% 19.5 23.1%
Saanich 530.8 26.2%| 210.7 25.8% 9.9 1.8%| 310.2 65.6% 0 0.0% 0 0.0%
Oak Bay 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Victoria 3479 17.2%| 1852 22.7%| 511 91% 921 19.5% 0 0.0% 19.5 23.1%
View Royal 3.7 02% 3.7 0.5% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Esquimalt 416 21%| 334 4.1% 4  0.7% 4.2  0.9% 0 0.0% 0 0.0%

West Shore 684.7 33.8%| 100.2 12.3%| 499.4 88.5% 66.5 14.1% 0 0.0% 18.6 22.0%
Langford 1125 55%| 295 3.6%]| 824 14.6% 06 0.1% 0 0.0% 0 0.0%
Colwood 284 1.4% 1.3 02%] 271 4.8% 0 0.0% 0 0.0% 0 0.0%
Metchosin 6 0.3% 0 0.0% 0 0.0% 6 1.3% 0 0.0% 0 0.0%
Highlands 217.8 10.7%| 651 8.0%| 975 17.3% 552 11.7% 0 0.0% 0 0.0%
Sooke 1436 7.1% 43 0.5% 116 20.6% 47  1.0% 0 0.0% 18.6 22.0%
Juan de Fuca 176.5 8.7% 0 0.0%] 176.5 31.3% 0 0.0% 0 0.0% 0 0.0%

ALL CRD 2028.5 100.0%| 815.6 100.0%|] 564.3 100.0% 473 100.0% 91.2 100.0% 84.4 100.0%

Source: CRD Industrial Land Inventory & Assessment 2009

The CRD Industrial Land Inventory and Assessment 2009 observed that the Saanich
Peninsula area (consisting of Central Saanich, North Saanich and Sidney) accounted for
21% of all of the industrial lands in the CRD and 34% of its Light Industrial land. It also stated
that the Peninsula held 11% of the vacant industrial land in the CRD. A map of the Peninsula
area is shown below where three main industrial areas may be seen, the largest being the
Keating Industrial Area (highlighted in green). While the District of North Saanich has just 8
acres of industrial land, it is also home to the Victoria International Airport.

The industrial areas in the District of Saanich are highly competitive and very attractive for
business as they are more central than Keating and they are located right on Highway 17
with superior access, convenience, and visibility.

The Victoria industrial areas are also highly competitive and very attractive as they are in
immediate proximity to both customers and suppliers near the Urban Core. Industrial land
prices in Victoria are extremely high and suburban industrial parks can effectively compete

by offering lower land costs for industrial businesses.
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Figure 20: Map of Industrial Lands in the Saanich Peninsula
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The Core area of the CRD (consisting of Victoria, Saanich, Esquimalt, View Royal and Oak
Bay) holds just over 45% of the region's industrial lands and are shown on the map below. It

39



can also be seen that the majority of the industrial lands in the Core area are situated on or
near Highway 17, forming a "spine" of industry from Victoria to Sidney.

Figure 21: Map of Industrial Lands in the CRD Core
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4.2.2 Regional Industrial Vacancy and Absorption Rates

The industrial real estate market has experienced only moderate growth, which has primarily
been associated with serving the Greater Victoria region, not all of Vancouver Island.
Industrial tenants and businesses do relocate to more modern or larger premises frequently
so there is always some form of development opportunity, often contingent on land values. It
should be noted that because it is land intensive, many smaller scale localized industrial
businesses are owner-users who prefer to own their properties. This puts leasehold lands at
a distinct disadvantage unless they offer a better location, are large enough for major
industrial users who rent, or are sufficiently low cost to be very competitive.

Commercial brokerage Colliers International describes the Victoria industrial real estate
market as a “stagnant market with limited industrial supply coupled with limited demand.”

Negative absorption reflects redevelopment of industrial lands to other uses, particularly
residential in high-value inner-urban locations. It should be noted that this comment is a
generalization about Victoria as a whole, and not a statement about the merits or prospects
of any individual industrial area.

The market has generally added about 50,000 square feet of building area per year, which
translates into about three acres of land per year. Keating is well-positioned to capture a

portion of this.

VICTORIA CMA INDUSTRIAL MARKET METRICS

Time Vacancy Net Rent Absorption Construction
2014 Q2 4.5% $11.50/sq. ft. 4,578 sq. ft. 37,854 sq. ft.
2015 Q2 5.69% $11.50/sq. ft. (66,468 sq. ft.) 60,500 sq. ft.

Source: Colliers International - Victoria Industrial Market Report - Summer 2015

4.2.3 Regional Industrial Market Outlook

The Greater Victoria industrial market posted the highest vacancy rate in the past 15 years at
5.69%, which is an increase of 1.1% over the 2014 vacancy rate. This record-setting level of
negative absorption is being driven by several large bay warehouses coming vacant and
sitting on the market for long periods of time.

This is while small and mid-sized properties continue to exhibit stability, enjoying high
demand and average vacancy rates. The increase in overall vacancy is a by-product of a
“flight to quality,” in which tenants vacate an older building in favour of a newer one. It is
reasonable to expect that newly vacant but high-quality and well-located properties will be

absorbed in 2016. (Colliers)
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Victoria City and CMA Industrial Market Metrics

City of Victoria Victoria CMA
INDUSTRIAL INVENTORY (SF) 2,659,436 9,216,827
VACANT SPACE (SF) 100,533 524,216
VACANCY RATE 2015 3.78% 5.69%
VACANCY RATE 2014 3.40% 4.59%
NET ABSORPTION (2014-2015) -12,434 -66,468
NET ABSORPTION (2013-2014) -8,258 4,578
NET NEW SUPPLY (SF) 0 60,500

Source: Cushman & Wakefield

Interest remains strong in modern facilities with good loading and ceiling heights located in
close proximity to the downtown core. There is also strong demand in the marketplace for
buildings with a substantial land component for outside storage. However, limited demand for
older, less efficient Class B and C buildings is contributing to a downward pressure on rental
rates for properties in these classes.

Overall, the industrial investment market segment continues to perform well except for the
large bay warehousing, which has been characterized by a limited demand contributing to
increased vacancy.

Growth is anticipated from boosts in the residential, tourism and technology markets, which
benefits business parks. Manufacturing has been strong but partly attributable to increasing
contracts from Victoria shipyards. Manufacturing output is expected to increase by 5.1% in
2015 and 2.9% in 2016, according to Colliers Industrial Market Outlook (for Secondary
Markets) released in the summer of 2015.

Large bay warehousing vacancy will remain an issue for the Victoria market with older Class
B and C properties seeing limited demand. The vacancy rate will increase with 808-836
Viewfield Road in Esquimalt becoming vacant (this is the 131,000 sq. ft. space presently
available). The balance of the year will see positive absorption of the existing vacancy as
limited new supply will be introduced to the market. Lease rates are anticipated to remain
consistent for quality, well-located properties. The rise in vacancy and significant negative
absorption is driven almost entirely by large bay warehouses, while small and medium sized
properties continue to be sought after in the Greater Victoria market.
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4.2 4 Industrial Activity in Central Saanich and the Peninsula

The table below from the Colliers report summarizes the inventory and vacancy metrics
across the Victoria Metro area (effectively the CRD).

Table 11: Colliers Victoria Market Report Summary

Market Comparisons

INDUSTRIAL VACANT SPACE | VACANCY RATE | VACANCY RATE NET NET NET NEW
INVENTORY (SF) (SF) 2015 2014 ABSORPTION | ABSORPTION SUPPLY

Sidney/North Saanich 990,026 4,640 0.47% 2.70% 22,458 6,754

Central Saanich 1,530,827 142248 9.29% 3.90% (7,002} (16,522) 52,000
Saanich 1935102 182,067 9.41% B.70% (34,075) (9.261) 0
City of Victoria 2,659,436 100,533 3.78% 3.40% (12,434) (8,258) 0
Esquimalt 791,313 36,213 4.58% 5.20% 5,300 5,688 0
Westshore 1,310,123 58,515 4.47% 0.70% (40,715 26,197 8,500
Market Totals 9,216,827 524,216 5.69% 4.59% (66,468) 4,578 60,500

Source: Colliers International - Victoria Industrial Market Report - Summer 2015

The report notes specific trends in the Central Saanich market, notably the sharp rise in
vacancy by summer 2015 over the previous year, suggesting that a large portion of this new
vacancy is represented by older product requiring improvement or replacement. Indeed
those sentiments were echoed by a Victoria-area broker who said that vacancy rates
typically hover around 4% and that the recent spike in vacancy was primarily driven by a
large block of "outdated" space given back to the market.

Interestingly, industrial space just north in Sidney was, as of the Summer 2015 report,
enjoying the lowest vacancy rate in the CRD or just 0.47% despite having a clientele
somewhat limited to Peninsula-based operations. This difference in vacancy rates supports
the premise that the high vacancy in Central Saanich is driven by the shortcomings of
specific properties and not a systemic problem with its industrial real estate market.

Rising land prices in Vancouver are also having ramifications in the Victoria industrial
market. Due to land constraints, the Victoria market has long suffered a lack of large
industrial parks as compared to other markets, resulting in higher-than-average lease rates,
which in turn reduced demand from large industrial users looking to potentially locate to
Victoria. Instead, such users would locate in Nanaimo, which is geographically situated to
serve both ends of the Island.
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However, industrial users are now increasingly incentivized to sell their Vancouver-area
properties and lease in the Victoria market, which to them seems comparatively inexpensive.
Brokerages report that well-located, fully-serviced industrially-zoned land is presently selling
for $1.3 million per acre, while unserviced industrial land is selling for $900,000 per acre. A
sampling of active industrial listings is summarized in the table below. Average rent for these
listings is $12.44 per square foot, which tend to be higher than in other markets.

Table 12: Selected Industrial Listings

SELECTED INDUSTRIAL LISTINGS - CENTRAL SAANICH AND THE CRD - FEBRUARY 2016

LOCATION ADDRESS SQFT AVAILABLE RENT/SQFT SALE PRICE
Keating Area 1755 Sean Heights 1,151.74 - 13,508.81 $13.50

Keating Area 6670 Butler Crescent 9,700 - 25,600 $12.00

Keating Area 6825 Veyaness Road 10,707 - 10,707 $13.50  $2,390,000
Keating Area 6772-6776 Oldfield Road 2,800 - 39,000 $12.00

Other Victoria 1986 Mills Road, Sidney 21,684 - 21,684 $13.00

Other Victoria 721 Vanalman Avenue, Victoria (Vanalman Comm'l Centre) 2,000 - 35,000 $12.00

Other Victoria 4261 Glanford Avenue, Victoria (Royal Oak Business Park) 8,200 - 8,200 $12.00

Other Victoria 2658 Wilfert Road, Colwood 7,500 - 7,500 $12.00

Other Victoria 1075 Henry Eng Place, Langford 3,000 - 3,000 $13.50

Other Victoria 3318 Oak Street, Victoria 1,651 - 1,651 $12.50

Other Victoria 543 Hillside Avenue, Victoria 10,966 - 28,966 $11.75  $4,490,000
Other Victoria A 931 Ellery Street, Victoria 16,450 - 16,450 $12.50

Other Victoria 4 - 798 FAIRVIEW ROAD, Victoria 2,292 - 2,292 $11.50 $350,000

Source: Colliers International; Site Economics

Anne Tanner, Managing Broker with Cushman & Wakefield in Victoria, commented that there
is ample demand to support the expansion of the Keating industrial area. She made the
following observations about the industrial market in Central Saanich:

"The industrial sector is a very interesting market here in Greater Victoria right now.
Lots of change on the front!

Traditionally, Victoria wasn'’t a large industrial market due to being “land locked”,
however due to lack of supply, Victoria’s industrial market has been very strong and
stable. Victoria traditionally doesn’t have the land mass to provide large industrial
parks for users, so what this triggers is your typical supply and demand model.
Victoria traditionally has had higher than average lease rates due to lack of product.
Net rates range in the $9-$12 per sq. ft. net range, which are much higher than
typical industrial markets. For that we haven’t seen a huge demand from large
industrial users looking to locate in Victoria. Typically these users have headed north
to Nanaimo that is a much more expanse and accessible market that will service
both ends of the island.

That being said, recently we have seen a huge flux of activity in the industrial market,
primarily due to land prices increasing in the lower mainland. Owner/users are
opting to sell their land at a high price in Vancouver and have looked for options to
buy and lease in Victoria and the surrounding area. Our traditionally high land prices
and lease rates are no longer high in their mind! Today we are seeing prices for
unserviced land in the $850,000/acre range up to approximately $1,300,000/acre for
a strategically located, fully-serviced ready-to-build smaller scale property.
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An interesting area of town to look at is the Keating X Road area on Victoria. There is
a huge amount of growth on the Saanich Peninsula and this is being driven by young
families locating to the Sidney/Central Saanich areas of town, but more
predominantly by the jobs being offered by large employers such as Epicure, Viking
Air, the new Sobey’s distribution warehouse that services Vancouver Island, the
airport authority and expected expansion and many other factors. Jobs are being
created and young families are following suit.

There are very limited options for various industrial users looking for space such as
KMS Tools, Bunzl, Epicure, Viking Air and many other Class A industrial

users. Vacancy rates have typically been around the 4% mark, but have increased to
approximately 10%. But do not be alarmed...this has been experienced by a large
block of space that has been given back, and space that is well outdated. If one were
to build new class A flex industrial space on a lease or sale basis, there would be a
significant demand in this neck of the woods. Don’t be alarmed by the change in
vacancy rate! Build and they will come!”
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4.3 Office Market Overview

As of mid-year 2015, Victoria has an inventory of nearly 8.7 million square feet of office
space with an overall vacancy rate of 9.2%, which is higher than the ten-year average
vacancy of about 7.7%. The downtown submarket saw its vacancy rate fall to 7.3% from
9.9% last year, though its inventory shrank by over 22,000 sq. ft. to 4.875 million sq. ft. Rents
remained largely stable at $26/sq. ft. net, but fell to $25/sq. ft. net downtown. The chart
below summarizes this information, which Colliers International suggests is a steady forecast
for the near future.

Victoria Office Market Summary

Q2'15 YoY

ST E A D Y Vacancy Downtown 9.9%

Vacancy Suburbs 10.0%

Office Employment
Growth ‘15" Net Rent Downtown

Real GDP Growth
‘45" Net Rent Suburbs

Source: Colliers International

The vacancy rate in downtown Victoria has dropped largely due to public sector absorption
caused by the relocation of tenants from the Capital Park construction site. Large supply
increases expected over the next two years, however, could drive relocations to downtown.
New supply in the suburban office market has seen slow absorption and contributes to an
increasing vacancy rate. Additional new supply expected by the end of 2015 may cause
further vacancy increases, or put downward pressure on rents in the suburban market.

Changes in Office Supply

The removal of one Class C government office building from the inventory located on the
Capital Park site resulted in a reduction of 22,474 square feet in supply in the first half of
2015. More than 100,000 square feet of Class C buildings on the Capital Park site will be
demolished in the second half of 2015 and removed from the inventory. Negative supply
should continue for the rest of the year and into 2016 as more buildings are removed.
Construction has begun on Jawl Properties’ 1515 Douglas, which will supply approximately
261,000 square feet to the market in two phases. Construction will begin this summer on
Capital Park — the joint project between Jawl Properties and Concert Properties — with
225,000 square feet expected to come to market in 2017. “Customs House”, a re-
development project at 816 Government Street by Cielo Properties, is in the planning stage
and will add approximately 50,000 square feet of new office space in the downtown heritage
building. The large supply of quality space becoming available will increase pressure on
owners of older buildings to consider repurposing or refurbishing in order to compete in
Victoria’s expanding office market.

46



This new supply reduces demand across Victoria and particularly in the suburbs.
Office demand in the region is focussed on inner-urban amenity rich locations which
have excellent public transit. An office building at the subject site would be very
difficult to justify, particularly given the difficulty the existing office building has

remaining leased.
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The office market in Greater Victoria has been positive in the first half of 2015, with a
decrease in the overall vacancy rate from 9.6% at year-end 2014 to 9.2% by mid-year 2015.
New demand downtown and a lack of new supply contributed to an overall positive
absorption of 59,401 sq. ft. For the first year since 2011, Victoria has experienced a vacancy
rate decrease along with positive overall absorption. Occupied space remains at a record
high of 7,893,087 sq. ft., while vacant space decreased from its record of 835,715 sq. ft. at
the end of 2014 to 799,313 sq. ft. by mid-year 2015. The chart below shows absorption and
vacancy data, broken down by submarket and building class.

OFFICE MARKET DETAILS 2015 Q2

MARKET CLASS TOTAL INVENTORY (SF)

DOWNTOWN
A
B
C
Region Total
SUBURBAN
A
B
Region Total
MARKET TOTALS

513,808
3,608,423
753,129
4,875,360

898,167
2,583,450
335,423
3,817,040
8,692,400

VACANT (SF)

4,476
248,543
113,881
354,996

170,817
222,562
50,938
444,317
799,313
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Source: Colliers International

The difference between suburban and downtown office demand was prevalent in the first half
of 2015 — highlighted by Class A vacancy rates. Downtown Class A vacancy remained the
lowest at 0.87% while suburban Class A vacancy was the highest at 19.02%. The “flight to
quality” phenomenon experienced downtown has not been observed in the suburban market,
where tenants tend to be attracted to more affordable and functional middle-class office
space, and as a result, absorption of the Uptown and Midtown Court developments
continues to move slowly.

Victoria Office Market Forecast

Commercial brokerage Colliers International expects the office market to remain stable
downtown over the next two years as tenants and landlords anticipate the arrival of up to
600,000 sq. ft. of high quality office space while 67,000 sq. ft. of Class C office space at the
Capital Park site is removed from the inventory. Many industries are following the trend
toward more efficient office space. Tech companies demand open, non-traditional spaces,
while even traditional office spaces may now require less square footage as new efficiencies
reduce space requirements.

Moreover, pushes by head offices and government departments to increase real estate
efficiency may result in an increase in subleased space, which, in turn, will likely increase
vacancy rates.

Office Land Use Assessment

There are 4.9 million sq. ft. of office space downtown and 3.8 million sq. ft. in the suburbs for
a total market in Greater Victoria of about 8.7 million sq. ft. Since 2011, the inventory has
increased by about 175,000 sq. ft. across the market but has actually decreased downtown.

The office market in Victoria is dominated by a small group of developers and the provincial
government. According to Colliers, in mid-year 2015 vacancy downtown decreased to 4.5%
and under 1% for Class A buildings. This is in contrast to the higher vacancy rates in the
suburbs. The site's proximity to downtown would serve as an advantage in the office market.

The existing office building at the gateway to Keating Cross is generally considered to be a
problem property. Rents are very low - $19 per sq. ft., vacancy is high and there is very little
demand. In summary, this land use would not be feasible and the focus should be on
industrial with some ancillary office.

4.4 Retail Market Potential

The capital regional district and Central Saanich offers ample demand for retail space. There
would be limited demand or potential for any major new retail development in the Keating
Cross industrial district. Rather, any potential would be limited to small scale retail stores and
services on the grade level of multi-use buildings which have frontage on the major arterial.
This is typically limited to food services, restaurants, personal services, business services,
and other commercial enterprises which rely on convenience customers. The local
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employment base and drive-by traffic comprises a significant number of potential customers
but only for a limited and focused type of convenience retail. The ratio of this type of use to
industrial would be less than 5% and retail would be generally considered to be ancillary. It
would not need its own zone but rather be discretionary within standard industrial zoning.
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5.0 CRD Employment Projections and Land Requirements

This section translates the projections for employment into projections for land use.

5.1 Employment Lands Strategy Model

This section of the report outlines the scale of long-term employment demand in Greater
Victoria and Central Saanich projected to the year 2041. This is a critical part of the report
which shows where and what type of jobs Central Saanich has now and will have to 2041
and what types of land those jobs will require. It will aid in determining whether Central
Saanich has enough land to accommodate those future jobs with its Butler Pit lands. In doing
so, the Employment Lands Strategy Model as described in Section 1.2 was utilized. This is a
simplified but highly reliable and industry-standard method of converting employment
forecasts into real estate demand.

5.2 Employment Projections 2016-2041

The table below converts the six occupational sectors, as designated by Urban Futures, into
employment by building type. The consultants have reviewed 200 North American Industry
Classification System (NAICS) business classifications which make up the six occupational
sectors used by Urban Futures and developed a system for allocating those jobs into four
land use types: Office, Industrial, Commercial, and Institutional. These figures reflect the
unique land and building mix in Central Saanich, and it should be noted that more inner-
urban areas would represent greater land use intensity, thus a higher number of employees
per square foot.

For example, the data below indicates that 65% of all sales and service employment occurs
in Commercial land use buildings, while 30% is allocated to Industrial buildings.

Table 13: Land Use Ratios by Occupational Sector — Central Saanich

LAND USE RATIOS BY OCCUPATIONAL SECTOR

WNALSECTOR Office Industrial Commercial Institutional Total
Management, Business, Finance and Admin. 48% 20% 22% 10% 100%
Natural and Applied Sciences 30% 30% 10% 30% 100%
Commercial, Sales and Service 5% 30% 65% 0% 100%
Social Sciences, Health and Government 20% 5% 25% 50% 100%
Construction, Trade and Transport 5% 75% 15% 5% 100%
Primary Resources and Manufacturing 5% 95% 0% 0% 100%

Source: Site Economics

Applying these ratios to the overall employment projections shown in the previous sections,
projections for employment within specific land use types may be calculated. The table below
shows the projected employment on industrial land in the Capital Regional District. The
number employed on industrial land in the CRD is expected to grow from nearly 60,000 to
over 67,000 between 2016 and 2041, accounting for roughly 29% of the workforce.
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Table 14: Projected Employment by Land Use Type - Capital Regional District

EMPLOYMENT PROJECTION - CAPITAL REGIONAL DISTRICT - 2016-2041

EMPLOYMENT LAND TYPE 2016 2021 2026 2031 2036 2041
Office 44,490 45,490 46,430 47,510 48,690 49,910
Industrial 59,820 61,400 62,680 64,050 65,570 67,150
Commercial 67,180 69,210 71,110 73,190 75,410 77,690
Institutional 33,430 34,680 35840 37,070 38,360 39,690

TOTAL EMPLOYMENT 204,920 210,780 216,060 221,820 228,030 234,440
Percent of Population 54.8% 53.5% 52.2% 51.3% 50.9% 50.7%

Source: Urban Futures, Site Economics

The employment projections for industrial lands may be disaggregated further into its

constituent occupational sectors, as shown in the table below.

Table 15: Projected Industrial Employment by Occupational Sector - CRD

INDUSTRIAL EMPLOYMENT PROJECTION - CAPITAL REGIONAL DISTRICT - 2016-2041

OCCUPATIONAL SECTOR 2016 2021 2026 2031 2036 2041
Management, Business, Finance & Admin. 10,810 10,890 10,970 11,090 11,250 11,420
Natural and Applied Sciences 5,520 5,870 6,210 6,540 6,880 7,220
Commercial, Sales and Service 18,090 18,710 19,290 19,910 20,570 21,240
Social Sciences, Health and Government 2,130 2,210 2,290 2,370 2,460 2,540
Construction, Trade and Transport 18,030 18,370 18,680 19,050 19,460 19,910
Primary Resources and Manufacturing 5,240 5,360 5,260 5,090 4,950 4,830

TOTAL INDUSTRIAL EMPLOYMENT 59,820 61,400 62,680 64,050 65,570 67,150

Source: Urban Futures, Site Economics

The same methodology has been applied to the employment projections for the District of
Central Saanich, and the projected employment by land use type is summarized in the table
below. The number employed on industrial land in the CRD is expected to grow from just
over 3,100 to nearly 3,500 between 2016 and 2041, accounting for roughly 35% of the
workforce. That Central Saanich has a higher fraction of its workforce working on industrial
land should not be surprising, given its higher than average share of regional industrial land.

Table 16: Projected Employment by Land Use Type in Central Saanich

EMPLOYMENT PROJECTION - DISTRICT OF CENTRAL SAANICH - 2016-2041
EMPLOYMENT LAND TYPE 2016 2021 2026 2031 2036 2041
[~ Office 1,880 1,920 1,960 2,010 2,070 2,120
Industrial 3,140 3,210 3,250 3,310 3,380 3,460
Commercial 2,640 2,720 2,790 2,880 2,990 3,090
Institutional 1,290 1,340 1,380 1,430 1,500 1,540
TOTAL EMPLOYMENT 8,950 9,190 9,380 9,630 9,940 10,210
Percent of Population 55.8% 55.0% 53.8% 52.8% 52.4% 51.5%

Source: Urban Futures, Site Economics

The employment projections for industrial lands may be disaggregated further into its

constituent occupational sectors, as shown in the table below.
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Table 17: Projected Industrial Employment by Occupational Sector in Central Saanich

INDUSTRIAL EMPLOYMENT PROJECTION - DISTRICT OF CENTRAL SAANICH - 2016-2041

OCCUPATIONAL SECTOR 2016 2021 2026 2031 2036 2041
Management, Business, Finance & Admin. 448 450 454 460 468 476
Natural and Applied Sciences 324 342 357 372 390 405
Commercial, Sales and Service 690 71 735 762 795 825
Social Sciences, Health and Government 67 70 73 76 80 82
Construction, Trade and Transport 1,080 1,095 1,103 1,118 1,140 1,170
Primary Resources and Manufacturing 532 542 532 523 504 504

|TOTAL INDUSTRIAL EMPLOYMENT 3,140 3,210 3,250 3,310 3,380 3,460

Source: Urban Futures, Site Economics

Thus, of the roughly 7,300 new industrial jobs expected in the Capital Regional District
between 2016 and 2041, about 350 of them are expected in the District of Central Saanich.
This assumes a natural progression in the absence of economic or other interventions.

The lack of industrial land supply indicated that Central Saanich has the potential to capture
a much larger share of this regional employment growth than forecast in this conservative
population and employment driven scenario. Land supply can lead to land demand and a far
greater pace of development when industrial businesses throughout the region have few
alternative business parks in which to locate. Alternative growth scenarios for the study area
will be based on higher capture rates due to lack of supply elsewhere.

5.3 Industrial Building and Land Use Projections

Employment projections for industrial land uses can be combined with other metrics to
determine the overall demand for industrial property. One metric commonly used is square
feet per worker. This figure can vary considerably depending on the kind of industrial
operation taking place. For instance, light industrial operations often use space at a rate of
about 400 square feet per worker, while logistics operations can range from 1,200 to 2,000
square feet of space per worker, depending on the level of automation.

The average industrial square footage per worker in Central Saanich was determined by
taking the total square footage as provided by brokerage sources divided by the estimate of
the total number of industrial workers. In 2015, Central Saanich was home to a reported
1,530,827 square feet of industrial space and an estimated 3,130 industrial workers,
resulting in an average ratio of 489 square feet per worker. This figure aligns with what one
might expect from predominantly light industrial activity, and we expect this ratio of workers
to space to remain consistent through the study period.

Employment projections and space-per-worker ratios are then combined to project the total
industrial square footage required/demanded over the study period. Between 2016 and 2041
Central Saanich is expected to require about 156,500 square feet of additional industrial
space to match the needs of its expected workforce, rising to about 1.69 million square feet
in 2041 from about 1.53 million square feet in 2015.

Converting the required square footage into land area is done by determining the Site
Coverage Ratio (SCR) of existing industrial lands and applying it to the space projection.
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Since any new industrial uses in Central Saanich will fall into the Light Industrial category,
the current SCR would be based on existing Light Industrial lands. Thus the 169.6 acres of
Light Industrial (as per the CRD Industrial Land Inventory & Assessment 2009) yields

7,387,776 square feet of land area or an SCR of 20.7%.

Should the land used to support the projected industrial workforce have the same SCR as
existing light industrial land then about 17.4 acres of additional land will be required by 2041.
That requirement drops down to 6.0 acres if new industrial properties were built at an SCR of
0.6, which is presently allowed by Central Saanich under 11 zoning. Note that this is a highly

conservative scenario relying upon “population-driven” growth.

Table 18: Industrial Space and Land Projections - Central Saanich

INDUSTRIAL LAND USE PROJECTION - DISTRICT OF CENTRAL SAANICH - 2016-2041

KEY METRIC 2016 2021 2026 2031

2036 2041

Industrial Workers 3,140 3,210 3,250 3,310
Building Space (Sqft @ 489 sqft/worker) 1,535,720 1,569,950 1,589,520 1,618,860
Land Area (Sqft @ 20.7% Site Coverage) 7,411,380 7,576,600 7,671,010 7,812,630

3,380 3,460
1,653,100 1,692,220
7,977,850 8,166,680

Land Area (Acres @ 20.7% Site Coverage) 170.1 173.9 176.1 179.4 183.1 187.5
ADDITIONAL LAND REQUIREMENTS 2016-21 2021-26 2026-31 2031-36 2036-41 2016-41
Acreage Required (@ 20.7% SCR) 3.8 2.2 3.3 3.7 4.4 17.4
Acreage Required (@ 60% SCR) 1.3 0.7 1.1 1.3 1.5 6.0

Source: Site Economics
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6.0 Overview of Supply vs. Demand to 2041

This section compares the projected demand for industrial space and land to the land
available through the conversion of the Butler Pit from extraction to light industrial. Capacity
of the Butler Pit site is also explored. This site is the central focus of future expansion for the
Keating Corridor. Its projected zoning, servicing, development, and occupancy are the
central objective of this study.

6.1 City Wide Observations

The Butler Pit is a 65.45 acre site presently used for gravel extraction but will serve as a
sizable source of Light Industrial land in the future. The map below shows constraints which
would otherwise impede development. The Butler Pit area has few areas which are
constrained by sloped terrain, and these areas are at the western or southern edges of the
site. Thus it is assumed that about 75% of this acreage (or 50 acres) could eventually be put
to productive use, whereas the remaining 25% is lost to infrastructure, landscaping and
terrain too steep to be developed. (stantec to confirm net developable area)

Figure 22: Keating Area Development Constraints

fal Legend

— Streams

i Ditches

L Seasonally Inundated Areas®

2 [ Steep Slopes Between 15 and 30%"
i | I Steep Slopes Greater than 30%

I Keating Industrial Area

Updatad: July, 2008

* Incudes major wetlands and small seasonally inundated areas

H
\:‘: along streamidrainage courses
o Approximations. only. Smaller areas may also have steep
1 |" : \ o
A | @

Kilometers
04 08 12 16 2
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As discussed previously, natural employment growth in Central Saanich is expected to
require, at most, 17.4 acres of industrial land by 2041, assuming they will be developed at
the same level of efficiency as existing industrial properties. The Butler Pit area has more
than sufficient land to meet this need. Should the new industrial lands be built at the
maximum site coverage ratio of 0.6 (and a single storey building with a Floor Surface Ratio
of 0.6) then 1.28 million square feet of industrial space can be accommodated, which
translates to a potential of over 2,600 additional workers. This number increases to nearly
4,400 additional workers if the new developments are built to the maximum allowed FSR of
1.0. These estimates are summarized in the table below.
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Table 19: Butler Pit Employment Potential at Maximum Utilization

BUTLER PIT CONVERSION TO LIGHT INDUSTRIAL
Total Available Acreage at Butler Pit 65.5
Fraction Lost (servicing/roads/etc) 0.25
Remaining Buildable Acreage 49.1
Building sqft @ 1.0 FSR & 0.6 SCR 2,138,410
New Industrial Worker Capacity @ 489 sqft/worker 4,370
Building sqft @ 0.6 FSR & 0.6 SCR 1,283,050
New Industrial Worker Capacity @ 489 sqft/worker 2,620

Sources: District of Central Saanich; Site Economics

As mentioned in the previous section, the Capital Regional District is expected to add about
7,300 industrial jobs between 2016 and 2041 and natural growth in District of Central
Saanich accounts for only about 350 of them. Depending on the level of employment density
of new development, the Butler Pit lands could accommodate 2,300 to 4,000 additional
workers. Thus instead of capturing a 4.8% share of new industrial jobs, Central Saanich
could theoretically capture 35.7-59.6% of new industrial employment, if it became the
preferred site for industrial development in the CRD and new development was built to its
maximum presently allowable density.

6.2 Development Scenarios

The situations previously discussed represent the extreme possibilities of potential
development outcomes, but in order to model more probable scenarios, actual changes in
industrial inventory over time were examined. In late 2015, the inventory in the CRD
accounted for about 9.217 million square feet and has grown by about 150,000 per year over
the past ten years, and that trend is expected to continue through the end of the study
period. As of late 2015, the Keating Area accounted for about 1.531 million square feet of
industrial space, or about 16.6% of the regional inventory. Thus, development scenarios for
the Keating Area can be expressed as variations in absorption rates.

The low-growth scenario keeps the Keating Area share of the total CRD inventory as
constant at 16.6%. The result of this scenario is an average construction of about 25,000
square feet of industrial space added to the inventory each year, using an annual average of
1.43 acres of land. By 2041, this scenario builds 623,000 square feet of space over the 2016
inventory on 35.7 acres of the former Butler lands, and employing an additional 1,250
workers. Typical industry-standard metrics were assumed for light-industrial development in
this and the other scenarios; an average FSR of 0.47 was assumed as was an average of
500 sqft per worker. It should be noted that in this scenario, the Butler site still has room to
expand as only 35.7 acres would be developed by 2041.

The medium growth scenario considers the fact that the Keating Area is a site ideal for light

industrial development, and may command a higher market share as sites closer to Victoria
"fill up" over time. Thus the market share is modeled as increasing to 19.7% before "topping
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out" and running out of available space by 2036. This scenario sees 2.5 to 3.2 acres
developed per year until the site is fully developed. By 2036, this scenario builds 871,000
square feet of space over the 2016 inventory on 50 acres of the former Butler lands, and
employing an additional 1,740 workers.

The high growth scenario considers the possibility of the Keating site commanding an even
higher share of the total CRD industrial market, either through incentives or other
inducements such as infrastructural improvements. In this scenario, market share jumps to
19% in 2021 and rises to 20.9% before "topping out" and running out of available space by
2031. This scenario sees 2.8 to 4.2 acres developed per year until the site is fully developed.
By 2031, this scenario builds 871,000 square feet of space over the 2016 inventory on 50
acres of the former Butler lands, and employing an additional 1,740 workers.

The results of these scenarios are summarized in the table below.

Table 20: Results of Three Potential Development Scenarios

DEVELOPMENT SCENARIOS - INDUSTRIAL SPACE AND ACREAGE - CENTRAL SAANICH - 2011-2041
2016(1) 2021 2026 2031 2036 2041

CRD INDUSTRIAL SPACE (in 000s of sqft) 9,217 9,967 10,717 11,467 12,217 12,967
LOW GROWTH SCENARIO SHARE 16.6% 16.6% 16.6% 16.6% 16.6% 16.6%
CENTRAL SAANICH FLOOR SPACE (in 000s of sqft) 1,531 1,656 1,780 1,905 2,029 2,154
CUMULATIVE ADDITIONAL SPACE (in 000s of sqft) 125 249 374 498 623
CUMULATIVE CENTRAL SAANICH ACREAGE (2) 71 14.3 214 28.6 35.7
CUMULATIVE ADDITIONAL EMPLOYMENT (3) 250 500 750 1,000 1,250
MEDIUM GROWTH SCENARIO SHARE 16.6% 18.0% 185% 19.0% 19.7% 18.5%
CENTRAL SAANICH FLOOR SPACE (in 000s of sqft) 1,831 1,794 1,983 2,179 2,402 2,402
CUMULATIVE ADDITIONAL SPACE (in 000s of sqft) 263 452 648 871 871
CUMULATIVE CENTRAL SAANICH ACREAGE (2) 151 259 37.2 50.0 50.0
CUMULATIVE ADDITIONAL EMPLOYMENT (3) 530 900 1,300 1,740 1,740
HIGH GROWTH SCENARIO SHARE 16.6% 19.0% 20.0% 20.5% 19.7% 18.5%
CENTRAL SAANICH FLOOR SPACE (in 000s of sqft) 1,531 1,894 2,143 2,402 2,402 2,402
CUMULATIVE ADDITIONAL SPACE (in 000s of sqft) 363 612 871 871 871
CUMULATIVE CENTRAL SAANICH ACREAGE (2) 20.8 35.1 50.0 50.0 50.0
CUMULATIVE ADDITIONAL EMPLOYMENT (3) 730 1,220 1,740 1,740 1,740

1) Inventory numbers as of late 2015 as supplied by Colliers International
2) Assumes average FSR of 0.4
3) Assumes average of 500 sqft per worker

Sources: Colliers International; Site Economics
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7.0 Industrial Real Estate Trends

Industrial Flex Space

While no longer a new trend in industrial land use, flex space remains a very popular and
marketable form of commercial space because of its flexibility. Flex space covers a broad
range of uses and often is used to combine one or more uses in a single facility, including
office space, research and development, showroom retail sales, light manufacturing research
and development (R&D) and even small warehouse and distribution uses. Because of this
versatility, flex buildings are sometimes listed as separate category. Flex buildings typically
have ceiling heights under 18 feet and have a higher percentage of office space than larger
industrial buildings. Typically found in industrial and business parks, but also tucked in
among more traditional business structures, flex spaces can serve as an office, a
warehouse, a light industrial facility or all three at once.

The international brokerage firm Cushman & Wakefield discusses trends in industrial real
estate demand in the US and across North America in its report " North American Industrial
Real Estate Forecast 2015-2017" published in March 2015. The discussions of warehousing
and manufacturing below are excerpted from that report:

Warehousing & Logistics Trends

E-commerce is transforming warehouses into the retail stores of the future as more and

more consumers use the internet for purchasing merchandise. The increase in demand for e-
commerce facilities is the major driver in the resurgence of new development throughout the
country. These new buildings require build-outs not found in many existing facilities.

One of the most significant trends in industrial real estate is the growing dominance of large,
"big box” space in new construction. These massive structures are generally state-of-the-art
distribution facilities equipped with features that many clients desire, such as excess clear
heights, larger bays, more surrounding land for additional parking, and more power for
fulfillment equipment.

The warehouse of today requires features such as clear heights of 36-t0-40 feet to
accommodate modern conveyor systems, which need greater temperature control and
require more power than many existing locations offer. Other factors pushing distribution
centers from 30°-32’ to 36’-40’ are mezzanines that support high-velocity order picking.

Manufacturing Trends

U.S. manufacturing is making a highly anticipated comeback. The promise of cheaper
domestic energy sources and rising labour costs around the world are prompting more
manufacturers to set up shop locally. This phenomenon, known as re-shoring or in-sourcing,
is being adopted by a number of major companies now expanding operations stateside.
Emerging technological advances, such as improved measuring/process control, advanced
digital technologies and sustainable manufacturing, have made many older facilities
functionally obsolete, opening the door for more speculative construction to take place within
the next few years.
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Urban Land Institute's "Emerging Trends in Real Estate 2016" report identifies several types
of North American industrial and commercial land uses and ranks them by their current
investment and development potential. The rankings are summarized in the chart below.

Fulfillment center
Warehouse industrial

Medical office

Apartment rental—
moderate income

Apartment rental—
high income

Limited-service hotels

Neighborhood/community
shopping centers

Central city office
R&D industrial
Student housing

Full-service hotels

Apartment rental—
affordable

Suburban office

Institutional rentals of
single-family houses

Power centers

Regional malls

Investment prospects

T
Fair

Abysmal

Source: Emerging Trends in Real Estate 2016 survey.
MNote: Based on U.S. respondents only.
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According to the report, warehouse industrial and fulfillment centres have the best prospects
of the development types listed, approaching what the authors describe as an excellent

opportunity.
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7.1 Space Utilization Trends

Given the pressure to convert industrial lands to other uses, and the limited size of the
current industrial land base, protecting the region’s industrial land supply is imperative to
accommodate a growing economy and employment base. Intensification promotes using
lands, resources, and infrastructure more efficiently by allowing sites to achieve higher-
density forms of industrial development. It facilitates new growth through the re-development
of existing under-utilized sites, while reducing the pressure to convert agricultural and rural
lands to industrial uses. It is important to note, however, that industrial intensification is but
one tool in a broader policy framework and may not be possible in all locations or for all
industrial uses and activities.

Some frequently recurring intensification concepts include:

Multi-Level Industrial Buildings

Generally, multi-level industrial buildings are currently cost prohibitive from a typical
construction perspective, and can also have some user challenges. In order to make multi-
level industrial development possible, building uses have to be very high value to fund
construction of such building designs; typically industrial uses can only afford low value rents
(usually in suburban locations).

The diagram below shows a typical single-storey plan for an industrial space.

Figure 23: Typical Single-Storey Industrial Development Concept
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Conceptual drawing of conventional industrial development with single level building and low floor area ratio.

Source: Metro Vancouver

The figure below shows how that same parcel may be intensified into a 2-storey facility.
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Figure 24: Multi-Level Industrial Development Concept
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Caonceptual drawing of higher density multi-level industrial building with light industrial use and parking on upper level.

Source: Metro Vancouver

Also, multi-level buildings may have design impacts on the lower floor such as increased
columns to support the weight of the upper floors, or the load bearing rating of the upper floor
may be limited and not adequate for some industrial uses. More columns or smaller building
unit spaces may not be appropriate for larger industrial users, but potentially viable for
smaller light industrial users.

Photo of light industrial building with roof-top parking in South Vancouver with flex space for multiple tenants. Roof-top parking reduces the

need for as much surface parking and can allow for greater building site coverage.
Source: Metro Vancouver
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Accessory and Co-Locating Uses

Typically in industrial areas certain accessory or ancillary commercial uses are allowed.
Appropriate activities directly related to industrial uses, including other types of industrial
functions as well as accessory office and retail uses, could be co-located where possible to
enhance business operational efficiencies. The type and amount of accessory use permitted
should depend on the situation.

Increased numbers of employees may require greater areas devoted to parking and more
demand for transit service. Accordingly, industrial users with larger office worker components
may be best located in industrial areas with frequent transit service. The appropriate balance
is to allow accessory commercial uses that increase the efficiency of industrial areas, without
compromising the long term industrial potential of these industrial areas.

Multi-level industrial building in Surrey with light industrial use on ground floor and flex space and parking on upper floor. This is an example

of a building with higher floor area ratio yet conventional site coverage.

Source: Metro Vancouver
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8.0 Implementation Strategies

8.1 Mixed Use, Compact and Higher Density Development

What local governments can do
The regional entity Metro Vancouver recently collected the following list of ways local
government can help support industrial intensification:

o Establish flexible and accommodating industrial zoning for primarily industrial uses which
also allow appropriate accessory uses and creative higher density building designs.

e Streamline the application process — reduce review time for development
permits/approvals.

¢ Reduce development design requirements and building features that are only for
aesthetic purposes.

o Use Business Improvement Association (BIA) model to encourage industrial revitalization
— business infill, retention, expansion.

o Create utility / energy partnerships to maximize roof space usage.

e Provide infrastructure / servicing as an incentive to spur industrial development.

e Consider fiscal tools / incentives to encourage industrial development - property tax
reductions, reducing development application fees, reducing Development Cost
Charges.

e Reduce property taxes in order to make the region more cost competitive with other
jurisdictions.

o Explore possible surtax on vacant and underutilized industrial land, or other means to
encourage land development.

e Provide greater development rights (or some other financial incentive) to larger sites to
encourage property assembly and larger developments.

e Consider density bonusing for industrial areas.

o Explore incentives with a limited time offer as a short-term inducement.

o Facilitate land sales directly to developers, rather than speculators.

e Facilitate land assembly for industrial development, where appropriate.

e Explore possible land swap program to facilitate business relocation / land development.

e Inform / educate unsophisticated landowners about industrial re-development potential of
their lands.

e Purchase older industrial sites to create industrial incubation zones as economic
development generators.

e Keep supportive industries close to anchor industries (co-locating related businesses).

e Focus on municipality-specific or industry-specific uses of intensification - each
municipality serves different types of industrial uses.

e Consider possible infrastructure servicing impacts / implications from higher intensity
industrial developments.

e Address soil remediation problems and risks for contaminated brownfield sites.

e Assist with addressing site / area specific infrastructure issues to encourage industrial
(re)development and intensification.

¢ Reduce uncertainties in the development process to attract investment.
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e Recognize that development and intensification is incremental, and that intermediate or
transitional uses will occur between now and the long term future — plans must balance
theoretical ideals and site realities.

e Promote Dry Industrial uses that do not require water or sanitary infrastructure should
servicing become impractical.

o Promote Agricultural Industrial uses to capitalize on the abundant agricultural lands
surrounding the Keating site.

e Promote use of flex spaces

e Avoid low-employment uses (warehouses, layout yards, etc)

8.2 Agriculture

The District of Central Saanich is predominantly agricultural land protected by the
Agricultural Land Reserve and this is not likely to change in the foreseeable future.
Moreover, the Central Saanich OCP makes preserving and leveraging its abundant farmland
a priority, even suggesting the development of an agricultural-industrial zoning designation.

8.3 Servicing and Sustainability

The Butler Pit area is adjacent to existing light industrial properties already serviced by water
and sanitary sewer lines. Moreover, these services are adjacent to the Butler Pit site on all
sides, which suggests that new light industrial development can occur along any edge of the

site, which adds flexibility to the timing and feasibility of pursuing such development.

Figure 25: Sanitary and Water Infrastructure in and around the Keating Industrial Area
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8.4 Development Cost Charges

Development Cost Charges (DCCs) are used to assist in the creation of infrastructure to
serve new areas of development. Each municipality sets its own rates reflecting
infrastructure needs, timing of development and projected capital costs. The development
industry promotes lower DCC rates to foster economic development. It should be noted that
not all municipalities have their DCC schedules enshrined in a by-law, choosing to levy such
charges on a case-by-case basis. This not only makes comparing municipalities a challenge,
but it also frustrates developers' attempts to understand the full cost of a potential
development. The table below compared Central Saanich’s DCCs to those in neighbouring
municipalities.

Table 21: Comparison of DCCs where Available

MANDATED DEVELOPMENT COST CHARGES IN THE CRD
MUNICIPALITY INDUSTRIAL DCC (per acre) COMMERCIAL DCC (per M?)
Central Saanich $7,228 $7.36
Colwood $101,738 $23.42
Victoria $19,870 $23.18
Sooke $84,134 $20.79
Sidney $521/unit (Area 2) $986/unit] $521/unit (Area 2) $986/unit (Area
(Area 3) $2500/unit (Area 5;| 3) $2500/unit (Area 5)

Sources: Various Municipalities; Site Economics
Though there are relatively few municipalities in the CRD that publish their DCC schedules to

compare, it would appear that Central Saanich lies in the middle of the range of those shown
above for industrial development.

8.5 Taxation Implications
Property tax rates are an important factor for businesses choosing to locate or relocate in a
particular municipality. The table below summarizes the 2015 property tax rates for

municipalities across the CRD.

Table 22: Comparison of Property Tax Rates where Available

CRD MILL RATES - PROPERTY TAXES PER $1,000 ASSESSED VALUE - BY CLASS - 2015
PROPERTY CLASS |C. SAANICH COLWOOD ESQUIMALT HIGHLAND SIDNEY SOOKE VICTORIA

1 |Residential 4.83673 6.8131 5.0192 3.1546 6.39772 7.11044 7.1137
2 JUtility 20.9441 61.5408 21.0896 16.9264 40.37523 42.28809 56.6735
4 |Heavy Industry N/A N/A 32.2036 N/A N/A N/A 23.3965
5 |Light Industry 9.99989 51.7851 16.6459 6.2883 16.85907 30.09868 23.0614
6 |Business/Other 9.73422 24.5013 12.3939 12.0398 17.54801 18.35889 22.7749
8 |Recreation/Non-Profit 9.52012 18.9943 4.9104 16.1228 9.87741 8.40144 12.6931
9 JFarm 5.39584 138.1541 N/A 14.8075 12.68589 12.00144 N/A

Sources: Various Municipalities; Site Economics

Central Saanich has a mille rate of roughly half of the regional average for its Class 5 (Light
Industrial) and Class 6 (Commercial) properties.
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9.0 Business Case and Economic Impact

9.1 Proposed Site Development Plan

Given ongoing demand and shrinking vacant industrial land supply, it is clear that there
would be significant demand for lands in this location if and when they are made available for
development.

This development opportunity is centrally located for the south Island with good access to
major highways.

An optimal industrial park project would be a master planned development with individual
lots.

Consideration could be given to the interface between different types of users, and master
planned access throughout the property via an internal road network. Design guidelines
should also be developed early on to ensure appropriate application green buildings and
infrastructure and other sustainable features as suitable. Adaptability may accommodate
possible creative land uses, densities, and designs as may be appropriate in the future.

The individual building footprints would be of varying sizes, with an overall site coverage of
approximately 40%, a reasonable industry standard. There may be some with a low FSR
whereby tenants have ample outdoor storage and thus pay a higher building rent that
includes more yard space. This project could include most types of industrial businesses and
be flexible offering tenants both highly efficient and cost effective premises.

The absorption rate will increase as inner urban areas of Victoria are redeveloped and
rezoned. The project would likely reach buildout anywhere from 15 years to 35 years
depending on a high and low scenario.

The following indicates the recommended development concept for the site and the land
values according to the development type. It is expected that the site would yield
approximately 60 acres of net development industrial area, as approximately one-third would
be required for roads, right of ways, dedications, storm ponds, non-revenue uses, and
setbacks, etc. This figure may be adjusted as the conceptual land use plan is refined.

The large-scale sites should generally be located towards the remote end of the property.
They do not need high levels of exposure to traffic and these uses can typically tolerate a
slightly longer driving time. The comprehensive development should ensure functional
servicing to minimize construction and maintenance costs.

The industrial uses will range across the spectrum reflects the wide number of businesses
already established. Larger goods handling businesses would be complemented by a large
component of medium and small bay industrial and flex space. These are all defined as
single multi-tenant buildings with a uniform height and depth for each building class but with
varying premise sizes. The comprehensive development should ensure functional servicing
to minimize and construction and maintenance costs.
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Small and medium sized industrial development sites occupy the majority of the property.
Smaller site sizes would include most types of industrial businesses offering both efficient
and cost effective premises.

It is expected that large sites would generally be suited to goods handling, construction
materials, outdoor storage of all types, and other land intensive uses. Smaller site sizes
would include most types of industrial businesses offering both efficient and cost effective
premises.

It is clear that the entire site should be developed with industrial uses with perhaps a very
small service commercial component. Office tenants are generally not considered
appropriate.

9.2 Land Valuation

This sub-section outlines the preliminary financial value of the site “as-is”. In order to
establish the development costs and benefits of this large scale rezoning and development
program, a summary financial analysis has been prepared. This is a preliminary analysis and
it should be refined when detailed information becomes available. Using basic industry
standards and a set of reasonable assumptions, the following outlines the potential
development program and establishes land values “as-is”.

The financial model details the potential development in terms of a basic land residual
analysis. This assumes that the developer prepares the sites and readies them for
development but does not necessarily construct physical improvements, other than site
servicing, water, sewer, road, storm, and electrification. The developer may construct
buildings but that step is separated from the land improvement process in this analysis in
order to value the land only.

A new industrial site pays the fixed costs of servicing at time of development approval. A
reasonable estimate has been prepared by the project engineer and has been included in
the following analysis. The estimate is subject to further adjustments as the development
concept is revised. The overall development should be phased to allow for a cost effective
servicing strategy. Costs are expected to match inflation over the selling period.

The two most important inputs into the model are rents and costs per sq. ft.:

e Market rents are assumed to start at $9.50 per sq. ft. for large buildings and $11 per
sq. ft. for smaller premises.

e The hard construction costs are estimated to average $69 to $75 per sq. ft.
depending on size and type. Very large buildings cost less per sq. ft. than smaller
ones based upon industry standards for this region.

e The sales strategy involves the phased release of lands suited to various uses.

The model assumes development over a medium to long term period.
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Each project has a ‘factor’ and an ‘actual’ column. The ‘factor’ is the input such as
cost or revenue per square foot, and the ‘actual’ is the output, the total project
revenue.

The standard financial analysis below indicates that the average site value “as-is” but
reasonably well serviced and ready for short term development is just under
$800,000 per net acre. Demand is however not pressing for short term development
and values are subject to discounting due to delays in absorption.

The total development capacity has a notional estimated total value of $184 million.
This too is subject to delay give a long term projected absorption.

Due to the expected 15 to 25 years required to reach absorption all values will be
discounted.

If a grade separated highway interchange were to be added it would speed
absorption and lead to project build out at least five years earlier than expected with

the current poor highway access.

The value of industrial development for a community lies primarily with associated
employment as will be shown in the impact analysis which follows the pro forma.
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SUMMARY PRO FORMA INDICATING PROJECT AND LAND VALUES

LARGE LOTS MEDIUM/SMALL LOTS
NET ACRES - FREEHOLD TOTAL
DEVELOPMENT SPECIFICATIONS FACTOR  ACTUAL FACTOR ACTUAL

NET SITE AREA ACRES / SQ. FT. 30.0 1,306,800 30.0 1,306,800 60.0
GROSS BUILDING AREA SQ. FT. (FAR) 0.46 601,128 0.46 601,128 1,202,256
BUILDING EFFICIENCY 100% 100%

MEZZANINE SQ. FT. 15% 90,169 20% 120,226 210,395
NET RENTABLE BUILDING AREA SQ. FT. (EX MEZZ.) 601,128 601,128 1,202,256

DEVELOPMENT COSTS
OFF SITE COSTS PER ACRE OR FIXED COST $25,000 $750,000 |  $25,000 $750,000 | $ 1,500,000
HARD CONSTRUCTION COSTS @ SQ. FT. BUILDING $69.0  $41,477,832 $75.0  $45,084,600 | $ 86,562,432
TOTAL HARD COSTS $42,227,832 $45,834,600 | $ 88,062,432
ARCH / CONSULTANTS / PERMITS @ TOTAL HARD COSTS 7.5%  $3,167,087 7.5%  $3,437,595|$% 6,604,682
MUNICIPAL DEVELOPMENT CHARGES $7,213 $216,390 $7,213 $216,390 | $ 432,781
REGIONAL DEVELOPMENT CHARGES - PER SQ. FT. $0 $0 $0 $0 | $ -
TAXES PER $1000 OF HARD COSTS $15 $633,417 $15 $687,519 | $ 1,320,936
TENANT IMPROVEMENTS / LEASING - SQ FT $4.75 $2,855,358 $11.00 $6,612,408 | $ 9,467,766
CONSTRUCTION FINANCING 50%  $2,111,392 5.0%  $2,291,730 |$ 4,403,122
CONTINGENCY / MISC / PROVISIONAL HARD COSTS 50%  $2,111,392 5.0%  $2,291,730 | $ 4,403,122
TOTAL SOFT COSTS $11,095,037 $15,537,372 | $ 26,632,409
TOTAL DEVELOPMENT COSTS $53,322,869 $61,371,972 | $ 114,694,841
DEVELOPMENT REVENUES & LAND VALUES

NET RENT (NOT INCLUDING MEZZ.) PER SQ.FT. OR ACRE $9.50 $5,710,716 $11.00 $6,612,408 | $ 12,323,124
CAP RATE AND PROJECT VALUE 6.5%  $87,857,169 6.6% $100,188,000 | $ 188,045,169
VALUE OF NET BUILT SPACE PER SQ FT (EXCLUDING MEZZ.) $146 $167 [$ 156.41
SELLING COSTS AS A PERCENT OF VALUE 1.5%  $1,317,858 25%  $2,504,700 | $ 3,822,558
TOTAL PROJECT VALUE $86,539,312 $97,683,300 | $ 184,222,612
PROFIT @ % OF DEV. COSTS 15.0%  $7,998430 [  15.0%  $9,205796 | $ 17,204,226
INTEREST ON EQUITY 50%  $2,666,143 | 5.0%  $3,068,599 | $ 5,734,742
SITE LAND VALUE $22,551,869 $24,036,933 | $ 46,588,802
LAND VALUE @ SQ FT $17.26 $18.39 $17.83
LAND VALUE @ ACRE $751,729 $801,231 $776,480
TOTAL PROJECT COST $86,539,312 $97,683,300 | $ 184,222,612
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10. Economic Impact
10.1 Introduction

This section of the report summarizes the overall economic impact of this proposed
development. It provides estimates of the overall direct and secondary economic benefits.
One of the most important considerations is the potential employment creation and general
economic impacts for Central Saanich and the region.

This summary economic impact assessment provides a preliminary estimate of regional
economic benefits. The results of the analysis provide sufficient information for the proponent
and approving authorities to make informed decisions on the wider economic value of the
project. This section lists some of the main issues, describes economic impacts and applies
conservative economic multipliers within the model. All references to monetary values are in
current (2016) Canadian dollars.

10.2 Overview of the Model

We have developed a summary model using a spreadsheet format to identify and describe
the key economic factors of interest for the development. The following is an overview of a
theoretical model to estimate both the development (i.e. land preparation and servicing and
building construction) and operational considerations of the project (the long term stream of
economic activity associated with the project upon completion). It considers both the direct
and secondary (indirect and induced) impacts of the project which, together, equal the total
effect. This enables relative benefits to be expressed in terms of current dollars through the
use of net present value analysis. More details on the model are provided in the Appendix.

The model provides the means for a practical assessment of regional direct and secondary

impacts for the following key business expenditure categories:

e Development capital investment to create the project;

e Operational expenditures on wages and salaries for long term business employees;

o Operational expenditures on goods and services by companies for their ongoing
business operations; and

e Municipal property taxes and levies.

The approach used for this analysis includes several steps for each of the economic benefit

generating categories listed above. These are as follows:

e An estimate of total expenditures under each category (i.e. either development or
operational and their timing);

e An estimate of extra-regional leakage (i.e. that portion of direct spending which “leaks”
out of the regional economy to employees and companies located outside the Lower
Mainland);

e A calculation of the direct regional economic impact (i.e. total expenditures less leakage);

e An estimate of the multiplier for each category which may be applicable (pending further
research) to the region to account for secondary economic impacts;

e A calculation of the total regional economic impact under each category; and
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e A calculation of the ‘net present value’, in current dollars, of the total impacts and the
secondary impacts on the regional economy from industrial park development and

operation.

Many of the estimates used are approximate, generic and/or based on available standards
and research given the limited scope of the work. The total direct and secondary impacts will
require more detailed analysis as the rezoning application and evaluation processes take

place.

A conceptual profile of the economic model is outlined in the figure. This figure is intended
only as an explanation of the approach used to estimate direct and secondary economic

impacts.

CONCEPTUAL OVERVIEW OF ECONOMIC IMPACT MODEL

(2016 $ X 1,000)

INITIAL ONGOING DEVELOPMENT AND

DEVELOPMENT OPERATIONAL PHASE
Calendar Year 2009 | 2010 |2011 |2012 |2013 [2014 | ...... 2021
Operating Year -2 -1 0 1 | 2 3 | 10
LAND & BUSINESS
Development  Capital | $ $ $ $ $ $ $
Less:  Extra-Regional | % % % % % % | %
= Direct Regional | $ $ $ $ $ $ . $
X Development | Factor | Factor | Factor | Factor | Factor | Factor | ....... Factor
= Total Regional | $ $ $ $ $ $ . $
NEW BUSINESS
New Businesses -|$ $ $ $ $ $ | $
Less:  Extra-Regional | % % % % % % | %
= Direct Regional | $ $ $ $ $ $ . $
x Wage & Salary | Factor | Factor | Factor | Factor | Factor | Factor | ....... Factor
= Total Regional | $ $ $ $ $ $ . $
New Businesses —|$ $ $ $ $ $ | $
Less:  Extra-Regional | % % % % % % | %
= Direct Regional | $ $ $ $ $ $ . $
X Goods & Services | Factor | Factor | Factor | Factor | Factor | Factor | ....... Factor
= Total Regional | $ $ $ $ $ $ . $
New Property Taxes & | $ $ $ $ $ $ . $
Less:  Extra-Regional | % % % % % % | %
= Direct Regional | $ $ $ $ $ $ . $
X Taxation Expense | Factor | Factor | Factor | Factor | Factor | Factor | ....... Factor
= Total Regional | $ $ $ $ $ $ . $
NPV of Total Rezoning | $
NPV  of  Multiplier | $
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The overall economic impact analysis does not assume any economic costs associated with
industrial development which is diverted from other areas. While this assumption could be
debated, the industrial land supply, demand and absorption analysis described earlier in this
study identifies the shortage of industrial land and provides a build-out strategy for the site
which is reasonable and would not significantly impact other areas. The primary issue is that
the location would generally assist industrial businesses in the region by providing a high
value location and keeping land costs lower. The proposed development would also add to
the CRD’s capabilities and keep a larger share of industrial development within the region.
The positive impact of this project on Central Saanich specifically would be considerable
given the increased taxes and additional employment.

Additionally, there is the (limited) economic impact value and possible social and recreational
benefits associated with the use of the un-developed lands which have not been included in
this analysis. The anticipated economic impact of the proposed project should be compared
with the economic value of current activities on the site. The land is currently unused, with
virtually no associated economic or employment activity. The proposed change in use would
drastically increase the amount and value of economic and employment activity associated
with the site and the resultant benefits accruing to the municipality and region.

10.3 Project Development Scale and Values

The following describes the estimated order of magnitude expenditures and investment
associated with land development and building construction at the proposed Logistics
Facility. Based on available information, this project has a total potential size of sq. ft. of
industrial floor space on 50 net acres, with a total development cost of approximately $
million. These cost estimates are based on industry standards and will be refined once the
project design and budget are finalized.

The project information provided, which forms the basis for this valuation, is as follows:

Project Details
= Net site size = 60 developable as industrial

=  Approximately 1,200,000 sq. ft. of industrial/business floor space

» Development / absorption period = 15 to 25 years

= Major amenities assumed in short term scenario is grade separated highway
interchange.

10.4 Project Construction: Economic Impact Results
The regional economic benefits expected to occur from the business / industrial park are
outlined in the following sections. Construction, site works and building costs as well as

DCC’s are estimated to be spent over a 15 to 25 year construction / absorption period.

Municipal and regional Development Cost Charges (DCCs) are payable at the time of
development. DCCs may be used by the local government to fund off-site improvements
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which would generate economic and employment activity in the region. These costs do not
generally include the very significant on and off site servicing costs which enable the project
to proceed and which would be directly paid for by the developers. These costs have been
summed in the analysis to determine the total project development costs and the ensuing
economic and employment impacts.

It is a widely used industry assumption that approximately half of such construction spending
occurs for local labour. Past research has consistently shown industrial jobs pay much more
than service jobs. At an average annual salary of $60,000 per person, this equates to about
numerous direct jobs per year over the development period. The readily available
construction employment multiplier information indicates a multiplier ratio of somewhere
between 1.2 (direct only) and 1.6 (considering migration). The analysis assumes a 1.4
multiplier for direct construction jobs, and additional secondary jobs per year associated with
the development. The construction project would generate approximately numerous person-
years of direct and indirect employment over the development period from site preparation
and building construction alone.

10.5 Project Completion: Economic Impact Results

Property Value and Taxes

Based on market conditions, the finished value of the project is expected to be in the order of
$184 million (current dollars), including both land and buildings (plus an additional significant
investments for machines and equipment).

Using the current industrial mill rate this provides for annual property taxation/levies of
approximately $3 million. This is a perpetual and growing annual revenue stream which has
an extremely high net present value.

Slightly over half of the property tax / levies would be allocated to the municipality
exclusively, and the balance to other taxing authorities. The property taxes were calculated
in the traditional manner of the property value divided by 1,000 times the property tax rate.

Permanent Employment

The businesses which locate because of this expanding industrial project will generate
ongoing jobs and economic benefits for the municipality and region. Once the development
is fully developed, direct employment associated with these business operations will total in
the range of 2,672 new permanent full-time jobs annually. This assumes an overall average
of 1 employee per 450 sq. ft. of building floor space, which is higher than average. Using an
average salary of $50,000, ongoing expenditures on wages and salaries will total in the
range of $133 million annually (in 2016 $).

Permanent Annual Economic Contribution

The businesses which locate in the proposed new industrial park in Central Saanich will
purchase a wide variety of goods and services locally, regionally and further afield.
Expenditures on these goods and services represent valuable economic benefits to those
local and regional companies who supply the goods and services needed.
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As new businesses locate in Central Saanich, their ongoing business operations will
generate economic benefits for the region in three primary areas as follows:

¢ Employment creation and the resulting expenditures on wages and salaries;

e Ongoing purchases of goods and services for corporate operations; and

e The payment of taxes and other charges during the development of the subject lands
and ongoing company operations.

These expenditures are estimated to generate substantial economic benefits regionally over
the years. Preliminary estimates of the magnitude of these expenditures have been made for
purposes of this overview economic analysis. As with all other economic impact estimates,
substantially more detailed analyses will be required to refine these estimates as the project
moves forward.

10.6 Secondary Economic Impacts

Secondary (indirect and induced) economic impacts will be realized regionally in proportion
to the direct impacts summarized above. These are real and noticeable results of the
economic activity and spending which occurs from the project's development and ongoing
operation.

Economic impacts are best described in current dollars as a Net Present Value, or what they
would be worth today if the benefits all accrued at once. Because of the magnitude of the
proposed project and the ongoing employment and business operations it will generate, total
economic benefits expected to be realized regionally are considerable.

To determine “direct economic impacts” associated with these expenditures, it has been
assumed that 20% of the total investment above leaks directly out of the region to suppliers
located elsewhere in B.C., Canada and/or the United States. Once this estimated ‘leakage’ is
taken into account, the NPV of the direct economic impacts on the region arising from this
investment over the 15 to 25 years of industrial park construction (i.e. the period of industrial
lot absorption) plus the long term use are estimated.

These direct economic impacts are very substantial and, accordingly, they warrant a more
detailed evaluation than the scope of this study permits. The economic and employment
impacts within the orders of magnitude estimated are realistic given the scope of the
development proposed and the land absorption projections described in the previous section.
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ECONOMIC AND EMPLOYMENT IMPACT MODEL

Economic and Employment Impact Model

Project Development Costs Total
Building Construction / Land Servicing Costs $ 88,062,432
Various Soft Costs $ 26,632,409
Total Servicing/Construction Costs $ 114,694,841

Project Development Local Labour Component

Percent of Costs as Local Labour 50%
Total Local Labour Expenditure $ 57,347,421
Duration of Project Construction (years - adjusted in scenarios) 1
Average Local Labour Expenditure per Year $ 57,347,421
Average Annual Salary per Construction Employee $ 60,000

Local Development Direct and Indirect Employment

Total Number of Direct Jobs 956
Employment Multiplier 1.40
Total Number of Indirect Jobs 382
Total Number of Direct and Indirect Employment Years for Development 1,338
Finished Project Value Building Sq Ft Value / Sq Ft  Project Value
Project Final Value - Industrial 1,202,256 $ 156 $ 188,045,169
Total Project Value $ 184,222,612
Ongoing Annual Total Property Taxes/Levies Total Value Mill Tax Rate  Annual Taxes
Annual Property Taxes - Industrial $ 184,222,612 15.7 $ 2,892,295
Total Annual Property Taxes $ 2,892,295
Ongoing Employment of Complete Project Sq ft per Job Est. # Jobs Avg. Income Annual Salaries
Salary Including Benefits not Including Mezz 450 2,672 $ 50,000 $ 133,584,000
Total Ongoing Employment $ 133,584,000

10.7 Economic Multipliers

Secondary economic impacts will occur in the Lower Mainland as a result of the proposed
development in Central Saanich. A detailed evaluation of appropriate multipliers is required
to provide an accurate estimate of the magnitude of these induced and indirect economic
benefits (which comprise the secondary impacts). These multipliers are estimated to derive
total impacts (i.e. direct + secondary impacts) from direct impacts. Effectively, therefore, they
indicate that secondary impacts account for 30% to 40% of direct impacts.

Upon project completion and full occupation, the annual property taxes and annual employee
payroll is estimated to be approximately $133 million. All cash flows must be subject to a
discount rate reflection their lesser value in the future. (The discount rate for an investment
by a utility or typical government ministry is on the order of 7-8%. The discount rate for a
private sector corporate investment with risk is typically on the order of 12-15%. The industry
standard for a large, complex real estate development and the businesses operating there is
typically set at 10%.) Using an industry standard 10% discount rate, this economic activity
stream provides for a net present value of just under $1.4 billion. In addition, the initial
construction/development expenditures are estimated at $114 million. This provides for a net
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present value for the total estimated direct economic impact of approximately $1.5 billion.
Assuming an economic impact multiplier of 1.30, this provides for an additional secondary
impact (indirect induced effects) of approximately $449 million.

ECONOMIC MULTIPLIERS

Economic Multipliers

Ongoing Annual Property Taxes/Levies

Annual Property Taxes $ 2,892,295
Discount Rate 6.0%
NPV of Perpetual Revenue Stream $ 48,204,917

Ongoing Employment of Complete Project

Jobs Salaries $ 133,584,000

Discount Rate 10.0%
NPV of Perpetual Revenue Stream $1,335,840,000
NPV of Direct Economic Effects $1,384,044,917
Total Development/Servicing/Construction Costs $ 114,694,841
Total Costs and NPV of Direct Economic Effects $1,498,739,758
Economic Multiplier / NPV Secondary Effects 1.30 $ 449,621,927
NPV of all Direct and Secondary Economic Effects $1,948,361,685

The total estimated net present value of the direct and secondary economic impacts
associated with the development and occupation of the project is conservatively estimated at
approximately $1.94 billion if developed in the short term. If the absorption period is reduced
and the project reaches build out. The majority of this due to the very substantial number of
steady well-paying jobs.

In order to estimate the value of the project and the business case it is important to
understand the impact of seeding or delaying the absorption rate. The following table
indicates total economic value and impact subject to 15, 20 and 25 year absorption periods.
The estimate is conservative and uses only a 1% discount rate to reduce the negative impact
of time on value. This could easily be increased to 2% dramatically increasing the cost of
slower absorption.

As the project would at minimum require 15 years the cost of delay is only considered after
that period in the two longer absorption scenarios, 20 and 25 years.

The analysis below shows the impact of a slower absorption reduces values by $8 million
annually.
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DISCOUNTING OF VALUES AND ECONOMIC BENEFITS

Conservative Value Notional Cost of Delay Notional Cost of Delay

Scenarios @1% Disc Rate Past year 15 Annually
Short Term $1,948,361,685
15 years $1,800,942,472
20 years $1,757,963,199 $42,979,273 $8,595,855
25 years $1,716,362,910 $84,579,562 $8,457,956

In summary, the project will make a significant contribution to the employment and economic
base of the region, both during initial construction and ongoing operations of the businesses
that locate there. This prime location in Central Saanich offers an excellent opportunity for
local development and for the wider community.
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Appendix A- Industrial Category Definitions

Definitions and identification of industrial land in the Capital Regional District

The base for the industrial land inventory is land designated for industrial use in Official
Community Plans (OCPs), zoning bylaws and BCAA land classifications. Industrial land is
defined as land designated in plans and zoning bylaws for manufacturing, heavy or light
industrial, research and development, wholesale trade, warehousing, distribution and
outdoor storage.

The categories of industrial land used in the regional inventory include:
* Light industrial
« General industrial
« Heavy industrial
« Spedial Industrial

Light Industrial Land
This designation includes employment-oriented land uses contained within buildings;
producing no environmental impacts or nuisance effects. These include clean industry,
business industrial and advanced technology uses as well as ancillary and accessory uses.
They may include business parks. Light industrial areas often serve as transitional areas
between heavier industry and nearby institutional, commercial or agricultural use. To
differentiate between commercial and light industrial zones, retail uses are restricted, usually
through limits on floor area, parking, hours of sale and/or type of goods sold (e.g. limited to
goods manufactured on site = or bulky goods such as building supplies). Examples of light
industrial uses include:

« Auto repair, servicing and body shops (not usually sales)

+ Limited institutional

s (arwash

= Light manufacturing and processing

« Printing & publishing

» Research establishment

« Warehouse sales

+ Warehousing and (indoor) storage

+ Wholesaling and wholesale distribution,
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General Industrial Land
This designation covers most “conventional * industrial uses and limited accessory and
ancillary uses. Land uses may include many of those listed under “Light industrial” but may
have more restrictions on retail sales activity and other commercial activity. Requirements
for lot coverage, parking, loading facilities and setbacks are wsually less restrictive than found
in light industrial zones.
Permitted land uses may include:

*  Manufacturing

« Processing

« Research

= Storage

« Commercial dry cleaning

« Servicing & repair of goods

« Printing & publishing establishments
« Commercial cleaning facilities

« Utilities & sub-stations

* Communication facilities

« Telecommunication facilities

« Lumber yards, building supply yards; landscaping supplies, etc.

Heavy Industrial Land
Lands designated for heavy industry accommodate uses that may have impacts associated
with noise, odour, vibrations and visual impacts. Heavy industrial zones usually
accommodate outdoor storage. They are not usually a compatible neighbor with residential.
While height restrictions may be less than for light industrial - there are usually very strict
conditions placed on refail/commercial uses.
Land uses may include;

« General and heavy construction contractors

+ Heavy equipment manufacturing, sales, servicing and storage

« (argo handling

*  Manufacturing, processing and packaging of goods and materials

+ Bulk storage
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« Waste management facilities and storage
« Recycling plants and facilities

Special Industrial
Some jurisdictions have special industrial zones which are restricted to a certain type of use
or location. These may include:
Marine industrial: a specific industrial land use designation to accommodate water-
dependant uses such as:
« ship building
« moorage facilities
* marine commercial uses
« aquaculture processing operations
« industrial marine uses
« warehousing and marine-related storage

Airport Industriab a specific industrial land use designation to accommodate either
airplane related uses or industrial uses that can co-exist with airport/noise exposure
conditions. The lands included in the inventory are limited to lands zoned for industrial
uses and do not include the runways, terminal building and control tower,

DND Industrial: a specific land use designation associated with industrial land use
located on Department of National Defence —owned lands. The lands included in the
inventory are limited to lands zoned for industrial uses and available to non-DND users,

Industrial - Comprehensive Development Zones: (D zones are designed to accommaodate
site-specific, unique or innovative land uses or mix of uses that cannot be accommodate
within more conventional zones. For the purpose of the industrial land inventory = only
D zones containing a significant portion of industrial use will be included.

Extraction Industrial Land: These are usually sub-sets of heavy industrial limited to large
scale resource-based operations, Operations usually involve noise, vibration and dust/air
emissions. Land use may include:

« sand and gravel extraction, crushing and washing
« large-scale outdoor storage
* large-scale municipal yard works
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Appendix B- Excerpts from the Central Saanich OCP

1.2. Fundamental Principles
Seventeen fundamental principles provide the foundation for the objectives and policies of
this plan:

Support Agriculture

The residents of Central Saanich have expressed strong support for preservation of the
agricultural land base, and the farming economy which depends on it. Any future residential,
commercial or industrial growth should be directed towards the established Urban Settlement
Area. Agriculture is an important contributor to the local and regional economy, creating jobs,
and generating revenues.

Maintain Rural Character

Rural lands and rural lifestyles are highly valued by residents of Central Saanich. The rural
character of Central Saanich, defined by its large agricultural land base and its compact,
mixed-use village centres, should be sustained; future growth should be focused within the
established Urban Settlement Area within the municipality.

Use Limited Land Supply Wisely

Within a regional context, Central Saanich will accept a modest amount of growth that is
consistent with the established settlement patterns of the municipality and that has a minimal
impact on environmentally sensitive land, water and agricultural areas. More intensive land
use and higher overall densities may be supported in the existing Urban Settlement area.

Manage Growth Carefully

Gradual, low-impact growth is supported provided it does not place an undue burden on the
existing utility infrastructure and community services, and does not result in substantial
increases in the municipal tax rate. Infilling and intensification of existing residential areas
are strongly preferred over extending new services to undeveloped areas.

Provide a Range of Housing Opportunities

A wide range of housing types and different tenure arrangements, ranging from small
acreages and detached homes to attached housing, seniors’ housing and mixed use
buildings are supported. Combined with a mix of ownership and rental housing, this will allow
people with a range of ages, income levels and lifestyles to make their home in Central
Saanich.

Create Walkable Neighbourhoods

Walkable neighbourhoods are crucial to the overall livability and long term sustainability of
Central Saanich. Walkable communities help ensure housing and employment are within an
easy walk of transit, services, recreation and other daily needs of residents and employees,
and ensure a high quality, vibrant and safe pedestrian environment. As a result, pedestrian
activity becomes convenient and desirable, and greater transportation choices are possible.
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Walkable communities also foster social interaction and improved physical health while
lowering transportation costs, air pollution, and greenhouse gas emissions.

Address the Causes and Impacts of Climate Change

The energy use of industrial, residential and commercial buildings and motor vehicles are
responsible for the majority of greenhouse gas emissions, the leading cause of climate
change. Central Saanich is committed to reducing greenhouse gas emissions in the
community by ensuring greater energy efficiency in new and retro-fit buildings, including
municipal facilities and infrastructure, and by fostering a reduction in private automobile
usage in favour of less polluting forms of transportation. Adaptation to new conditions caused
by climate change such as sea level rise, increased sea surge, changing hydrological cycles,
and increase in major weather events is also key to addressing climate change.

Support Economic Development

There is support for economic development and diversification in Central Saanich, including
agriculture and home based businesses; this will help balance the number of jobs with the
number of residents. There is continuing support for the well-established, pedestrian-oriented
commercial centres in Saanichton and Brentwood Bay, as well as support for the
intensification of commercial and industrial activities in the Keating Business Park.

Facilitate a Sense of Community

Parks, open space and recreation facilities are essential to meet the changing needs of
residents of all ages and abilities and to accommodate community activities which lead to
neighbourliness and good will among Central Saanich residents.

Protect and Enhance the Environment, Biodiversity and Natural Ecosystems

Protection and enhancement of species’ diversity, significant environmental features, natural
habitats, and water and air qualities of the Central Saanich are critical to a sustainable long-
term future. It is important to maintain and connect sufficient lands to permit the diverse plant
and animal life and important ecosystem processes existing in Central Saanich to continue to
exist and flourish. The recreational and environmental values of the shorelines and waters of
Central Saanich are highly valued by the residents of Central Saanich. Only low impact
recreational uses are acceptable to ensure adequate protection of these resources.

Protect Water Quantity and Quality

Preservation, protection, and, where appropriate, enhancement of the quantity and quality of
water from all municipal sources, including groundwater, is critical for the area’s long-term
future. In particular, the ecological functioning of municipal watersheds, and their associated
agricultural and resource uses, are to be maintained and enhanced as central elements of
community planning, including the protection of agricultural lands from impacts of urban
storm water runoff.

Protect Diverse Heritage

Conservation and recognition of significant historical features and the diverse heritage of
Central Saanich is crucial in providing a connection to the past and a sense of continuity into
the future.
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Ensure Transportation Systems for All

Providing viable alternatives to the private automobile for daily trips (including the trip to
work) is essential to fostering a diverse community, a healthy environment, a strong
economy, and a vibrant and safe public realm. The transportation system in Central Saanich
must balance and ensure the safety of multiple modes of travel including vehicles, public
transit, walking, cycling and horseback riding. Transportation choice is necessary to reduce
dependence on the use of private vehicles, and further, to provide viable options for people
who cannot or choose not to drive.

Protect Infrastructure Investments

Well designed and maintained municipal water, sanitary sewer and storm sewer systems are
important services for homes and businesses in Central Saanich. Existing infrastructure
investments must be protected and maintained for the benefit of the community. Where
improvements are warranted, innovative solutions with minimal environmental impact are
preferred. Planning for municipal water system improvements should consider the irrigation
needs of agriculture.

Respond to Changing Social Needs

There is support for appropriate social services and facilities to meet the changing needs of
Central Saanich’s residents. When residents’ needs are met locally, Central Saanich
becomes a more “complete community”.

Support Community Involvement

It is important to involve residents and businesses in decisions that affect the present and the
future. This extends to OCP amendments, rezoning proposals, and studies that are
undertaken by the District or in which the District is a participant.

Foster Strong Relations

The District will initiate dialogue and continue to foster strong relations with adjacent local
governments, the Tsawout and Tsartlip First Nations, School District No. 63 and regional
authorities. Central Saanich will maintain open communications with our neighbours when
contemplating any major development or community facilities which may impact on
neighbouring jurisdictions and regional service providers.

Other Policies from the OCP

Policy 10
Develop an agricultural-industrial zoning designation to protect and encourage agriculture

related industries in the Keating Industrial area and at other appropriate locations throughout
the District (cross reference Section 5: Economic Development).

5.1.3. Industrial Development
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Central Saanich has a thriving light industrial/service commercial area in the Keating
Business Park. The developed uses include a variety of light industrial uses, as well as a
large gravel extraction operation. Eventually, these gravel areas may become light industrial
land as the resources are depleted. This, together with existing vacant areas, should ensure
a long-term supply of light industrial land for the municipality.

The industrial land in Central Saanich is an important source of employment, tax revenue,
and is significant as part of the overall industrial development within the region.
Approximately 16% of the total industrial land in the Capital Region is found in the Keating
Business Park.

5.2.5. Keating Industrial/Business Area

Objective: To support development of more intensive light industrial activities in the
Keating Business Park in order to provide business and job opportunities within the
municipality.

Objective: To guide the transition and redevelopment of gravel extraction areas,
thereby maximizing land for light industrial purposes in the Keating Business Park.

Policy 1 Do not support the creation of industrial areas within the municipality outside
Keating Business Park.

Policy 2 Do not expand the Keating Business Park beyond its current boundaries.
Instead, encourage the intensification of existing industrial uses including the
consideration of higher density, taller buildings in appropriate locations.

Policy 3 Consider permitting a limited amount of industrial work-live and office/retail
mixed-use buildings on the east side of Keating business park. However, under no
circumstances will residential uses be allowed on the ground floor in this area.

Policy 4 Reduced parking requirements may be considered where it can be
demonstrated that parking can be effectively reduced or managed.

Policy 5 Notwithstanding policies 1 and 2 above, if a viable site were proposed,
consider allowing the composting of community organic materials outside of the
Keating Business Park in a way that supports agricultural uses within the District.

Policy 6 All industrial areas should be fully serviced with appropriate water and
sanitary sewer services. The District may consider allowing wells and onsite sewage
disposal systems for industrial uses where municipal servicing is impractical and
where on-site systems receive approval from the appropriate jurisdictions governing
health and the environment.

Policy 7 Ensure that industrial uses do not conflict with adjacent residential or

agricultural uses by requiring appropriate screening, landscaping and setback
provisions in the Land Use Bylaw and by controlling noise, dust and odour
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emissions, and by addressing water recharge requirements to reduce any potential
conflicts.

Policy 8 Encourage the Butler pit to continue to remove gravel to allow conversion to
light industrial uses or office park uses and/or agricultural industries and/or live-work
mixed uses.

Policy 9 Depleted extractive areas should not be permitted to redevelop until the
extractive activities have been completed within an entire planned redevelopment
area. A planned redevelopment area may be a portion an extractive area provided
that all extractive activity has been completed and it can be effectively buffered from
ongoing extractive activity.

Policy 10 A comprehensive plan for the conversion of depleted extractive areas to
industrial use shall be submitted to the municipality prior to rezoning or development
and shall include the following information:

o The soil stability, hydrology and drainage of the site;

o The regrading of the disturbed area to a natural and stable topography;

o Internal and external access and road requirements, including assessment of
any increased traffic on adjacent land uses and impact on the function of
access points along the Pat Bay Highway; d) Methods of buffering planned
industrial uses from adjacent residential uses with respect to noise, light, and
undesirable visual impacts; and

o Any requirements for municipal services for water supply, sewerage systems
or other services for the proposed development.

Policy 11 Areas suitable for future gravel extraction are indicated on Map 8. The
District will only give consideration to additional proposals for gravel extraction
provided there is a demonstrated need in the community.

5.2.7. Agricultural Economy

Objective: To support the improvement and development of the agricultural economy
in Central Saanich.

Policy 1 Support in principle the development of the diversification of the agricultural
economy in Central Saanich, including such activities as farmgate marketing,
possible opportunities for agri-tourism, and beneficial use of composted organic
matter.

Policy 2 Encourage and support the Peninsula Agricultural Commission in
investigating opportunities for agricultural diversification and other means of
improving the economic well-being of agriculture.

Policy 3 Support the retention of Agricultural Service and Support Industries,

especially near to active farm areas. It is likely that other suitable areas and policies
will be identified in a future Agriculture Area Plan.
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Appendix C - PROFESSIONAL RESUME

SITE ECONOMICS LTD.
Richard Wozny, Principal

Experience

Site Economics Ltd. provides real estate development consulting services to
developers, land owners, investors and the public sector. We have completed
over 1,100 maijor projects with a total value well over $110 billion. We have very extensive
experience in all forms of large scale commercial, industrial, residential and institutional land
development projects.

Richard Wozny, the principal, has conducted hundreds of development and financial studies of
shopping centres and commercial districts. He has worked on the development of thousands of
acres of industrial buildings, including complex logistics parks, thousands of acres of residential
sub divisions and hundreds of high density residential buildings and office towers. Richard has
also conducted hundreds of store location and feasibility studies for retailers and financial
institutions. Richard combines a creative project vision with pragmatic development analysis.

Past Employment and Education

Richard’s past work experience includes: Vice President and Manager of Advisory Services,
Cushman & Wakefield, Manager of Retail Development for Western Canada, Marathon Realty
Company Ltd., and Senior Consultant for Shopping Centre Developments, Thomas Consultants
Inc. Richard completed a Master’s Degree in Regional Science at the University of Pennsylvania,
Philadelphia, PA, a Master’s Degree in Religion at Temple University, Philadelphia, PA, and a
Bachelor’'s Degree in Philosophy at the University of British Columbia, Vancouver, BC.

Strategic Real Estate Services

» Market Analysis » Proforma / Discounted Cash Flows

» Financial Analysis and Site Valuation » Property Acquisition and Disposition Strategies
» Highest and Best Use Studies » Strategic Review of Redevelopment Options

»= Development Feasibility Studies »  Shopping Centre / Downtown Revitalization

» Development Strategies & Optimization = Market Impact Studies for Major Developments
»  Supply and Demand Assessments » Market Input for Land Use Planning

= Absorption and Price Assessments for = Site Selection and Location Assessment for
Major Developments Retailers and Landowners

Site Economics Ltd.

Suite 1500 — 701 West Georgia Street

Vancouver, BC V7Y 1C6 Canada / 604.250 2992

email: rwozny@siteeconomics.com / website: www.siteeconomics.com
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Appendix B Development POTENTIAL ANALYSIS KBD
March 9, 2017

I1 = Industrial Flex LI = Lightindustrial WH = Warehouse ENV = Steep Slope/Stormwater/Buffer 12 = Exstraction Industrial
C2= Commercial

Area Table - Development Potential Based ¢ - Current Zoning and FAR

Map Area Ft2 Hectares Acres Owner Use |Max C % |FAR Potential Gross Potential
Number Building Area Fi2 Ground Fir
Max Ft2
- 1 216,243.58 2.01 4.96 Butler IF/11 0.6 0.47 101,634.48 60,980.69
ge) 2 93,247.06 0.87 2.14 Butler 12 0.6 0.01 932.47 559.48
5 3 - 000  0.00 Butler 12 0 0 - -
- 4 164,887.08 1.53 3.79 Butler I 0.6 0.47 77,496.93 46,498.16
é’ 5 124,668.63 1.16 2.86 Butler I 0.6 0.47 58,594.25 35,156.55
3 6 0 0.00 0.00 Butler ENV 0 0 0.0 0.0
7 886,078.12 8.23 20.34 Butler WH/I1 0.6 0.47 416,456.72 249,874.03
1,485,124.44 655,114.85 393,068.91
8 143,811.86 1.34 3.30 Private IF/1 0.6 0.47 67,591.57 40,554.94
9 0 0.00 0.00 Private/Muni  ENV 0 0 0 0
10 25,661.22 0.24 0.59 Private 12 0.6 0.01 256.61 153.97
11 0 0.00 0.00 Munic ENV 0 0 0 0
12 116,177.51 1.08 2.67 Munic 12 0.6 0.01 1,161.78 697.07
13 163,983.59 1.52 3.76 Private 12 0.6 0.01 1,639.84 983.90
14 158,072.87 1.47 3.63 Private IF/11 0.6 0.47 74,294.25 44,576.55
15 163,458.53 1.52 3.75 Munic IF/1 0.6 0.47 76,825.51 46,095.31
Private 16 389.025.36 3.61 8.93 Private I 0.6 0.47 182,841.92 109,705.15
Private 17 116,940.96 1.09 2.68 Private C2 0.4 0.8 93,552.77 37,421.11
18 52,638.67 0.49 1.21 Private C2 0.4 0.8 42,110.94 16,844.38
Private 19 93,786.93 0.87 2.15 Private C2 0.4 0.8 75,029.55 30,011.82
Private 20 257,334.00 2.39 5.91 Private I 0.6 0.47 120,946.98 72,568.19
21 24,168.85 0.22 0.55 Private I 0.6 0.47 11,359.36 6,815.62
22 44,519.88 0.41 1.02 Private I 0.6 0.47 20,924.34 12,554.61
23 41,870.96 0.39 0.96 Private I 0.6 0.47 19,679.35 11,807.61
24 28,723.51 0.27 0.66 Private I 0.6 0.47 13,500.05 8,100.03
25 208,726.49 1.94 4.79 Private IF/1 0.6 0.47 98,101.45 58,860.87
26 58,114.13 0.54 1.33 Private IF/1 0.6 0.47 27,313.64 16,388.19
27 62,641.72 0.58 1.44 Private I 0.6 0.47 29,441.61 17,664.97
28 33,380.04 0.31 0.77 Private I 0.6 0.47 15,688.62 9.413.17
29 77,527.04 0.72 1.78 Private I 0.6 0.47 36,437.71 21,862.63
30 107,631.05 1.00 2.47 Private I 0.6 0.47 50,586.59 30,351.96
31 0 0 0 Private ENV oL 0 0-
2,368,195.18 22.00 54.37 0.38 " 1,059,284.44 593,432.01
total 3,853,319.64 ~  35.80 88.46 1,714,399.29 986,500.92
Net
allowance 15% 5.37 13.27
3043 75.19

Hectares Acres

Q Stantec
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