Report to Planning and Environment Committee

To: Chair and Members

Planning and Environment Committee
From: Scott Mathers, MPA, P.Eng.

Deputy City Manager, Planning and Economic Development
Subject: Incentivizing Office-to-Residential Conversions in Downtown
Date: July 16, 2024

Recommendation

That, on the recommendation of the Deputy City Manager, Planning and Economic
Development, the following actions be taken with respect to offering financial incentives
to support office-to-residential conversions in downtown:

@) Civic Administration BE DIRECTED to amend the Downtown Community
Improvement Plan Financial Incentive Program Guidelines to introduce the
following financial incentive programs focused on downtown office-to-residential
conversion projects:

i) Feasibility Study Grant Program

ii)  Construction Conversion Grant Program with a maximum grant of $35,000
per unit

iii)  Application Fees Exemption Program

(b) Civic Administration BE DIRECTED to amend the existing Office-to-Residential
Conversion Grant Program in the Downtown Community Improvement Plan
Financial Incentive Program Guidelines to increase the amount of the grant per
residential unit to match the proposed new program in recommendation (a) ii).

(c) Civic Administration BE AUTHORIZED to amend its agreement with 166 Dundas
St London Inc. by $110,053 to adjust for the increased per residential unit grant
value to be implemented subject to Municipal Council approval of
recommendation (a) ii).

(d) Civic Administration BE AUTHORIZED to amend its agreements with any future
applicants that receive an Office-to-Residential Conversion Grant prior to the new
Construction Conversion Grant Program being approved, to adjust for the
increased per residential unit grant value to be implemented subject to Municipal
Council approval of recommendation (a) ii).

(e)  The report “City of London Office to Residential (OTR) Conversion Financial
Incentive Program(s) (OTR-CFIP)” from Urban Insights Inc. attached as
Appendix “A” BE RECEIVED.

Executive Summar

Summary of Request

The City of London retained a consultant team led by Urban Insights Inc. in
collaboration with Durrell Communications and Gillam Group Inc. (‘Urban Insights’) to
determine what new or amended Community Improvement Plan financial incentive
program(s) will best result in incentivizing property owners to convert vacant downtown
Class ‘B’ and ‘C’ office space to residential units.

Purpose and the Effect of Recommended Action
Urban Insights is recommending three financial incentive programs for the City of
London to implement:



e Feasibility Study Grant Program
e Construction Conversion Grant Program
e Application Fees Exemption Program

Each program targets a specific aspect of an office-to-residential conversion project and
will help make a project more financially viable for eligible applicants.

The Feasibility Study Grant Program targets the numerous technical studies required to
determine if an office building can be feasibly converted to residential units.

The Construction Conversion Grant Program helps cover a portion of the cost of the
physical conversion of the space. Urban Insights is recommending a maximum grant of
$40,350 per unit; however, Civic Administration is recommending a maximum grant of
$35,000 per unit as this is the maximum amount received from the Housing Accelerator
Fund for an Office-to-Residential Conversion Unit.

The Application Fees Exemption Program reduces the upfront cost of an eligible
development project by exempting municipal application fees.

Civic Administration agrees with Urban Insights’ recommendations to introduce these
three programs.

This report recommends Municipal Council direct Civic Administration to amend the
Downtown Community Improvement Plan Financial Incentive Program Guidelines to
introduce these new programs and to amend the existing Office-to-Residential
Conversion Grant program to reflect the revised maximum grant value of $35,000 per
unit (without differentiating by the number of bedrooms) and remove the $2 million cap

per property.

Rationale of Recommended Action
The recommended action helps implement the Downtown Community Improvement
Plan’s goals and objectives, specifically:

e Goal lll a. “to enhance the downtown as a unique community in the Heart of the
City. The downtown shall be a place where people are attracted to live, work,
shop and play”.

e Objective IV c. “stimulate private property maintenance and reinvestment
activity”.

The recommended action also addresses Strategies 5,6,7 and 8 of the 13 strategic
property initiatives in the 2023 Core Area Land and Building Vacancy Study and one
recommendation from the 2023 Five-Year Community Improvement Plan Review.

Linkage to the Corporate Strategic Plan

This recommendation supports the following Strategic Areas of Focus:
e Economic Growth, Culture, and Prosperity by increasing residential
occupancy and livability in the Core Area.

Analysis

1.0 Background Information
1.1 Previous Reports Related to this Matter

Strategic Priorities and Policy Committee — Core Area Land and Building Vacancy
Reduction Strategy — May 30, 2023

Planning and Environment Committee — 5-Year Review — Community Improvement
Plans and Financial Incentive Programs — June 12, 2023



Strategic Priorities and Policy Committee — London’s Approved Housing Accelerator
Fund Application — September 19, 2023

Planning and Environment Committee — Amendments to the Downtown Community
Improvement Plan Financial Incentive Program Guidelines to introduce an Office-to-
Residential Conversion Grant Program — February 21, 2024

1.2 Downtown Community Improvement

Municipal Council adopted the Downtown Community Improvement Plan (CIP) in 1996
and amended the CIP in 2017 to expand the community improvement project area
boundary to include properties in Richmond Row. The Downtown CIP’s purpose is to
provide the context for a coordinated municipal effort to improve the physical,
economic, and social climate of the downtown. The initiatives summarized in the CIP,
are intended to stimulate private investment and property maintenance and renewal in
the downtown. The CIP’s focus is to foster an environment that will increase the supply
of residential units within the downtown to ensure a viable downtown population,
encourage the provision of unique or specialized attractions and public facilities, and
the location of community amenities to make the downtown an attractive place for
investment to occur.

The Downtown CIP provides the legislative and policy framework that permits
Municipal Council to provide financial incentive programs to private property owners
that support the CIP’s goals.

Financial incentive programs approved by Municipal Council are adopted in a separate
by-law from the Downtown CIP and its community improvement project areas. This
separation allows Civic Administration flexibility to implement edits to financial incentive
programs without having to follow the Planning Act requirements that are necessary to
amend the CIP itself.

In Civic Administration opinion updating the Downtown CIP Financial Incentive
Program Guidelines to better incentivize office-to-residential conversion projects
satisfies Goal “c.” of the CIP and meets the CIP’s purpose.

In March 2024, Municipal Council approved a preliminary Office-to-Residential
Conversion Grant Program. This program (functioning as a forgivable loan) offers
eligible office-to-residential conversion projects a grant equal to the amount of
applicable development charges based on the number of bedrooms per unit and the
total number of residential units created, up to $2 million per property. In 2024, the
applicable grant rates are $20,777 for a one-bedroom unit and $28,155 for a two-
bedroom unit.

As of writing this report, Civic Administration has approved three Office-to-Residential
Conversion Grant Program applications; however, the grant has only been issued for
166 Dundas Street. The grants for the other two applications will be issued once the
building permit is issued and the agreement signed.

1.3 Core Area Land and Building Vacancy Reduction Strategy (CAVRS)

Municipal Council received the Core Area Land and Building Vacancy Study (CAVRS)
in June 2023.

CAVRS serves as a guide to address Core Area commercial land and building vacancy
in London. It is a property-based strategy, with supporting strategic initiatives related to
people, place, and promotion. While each area of focus is important, CAVRS is
foundationally a property-based strategy, meaning that occupancy-ready property must
be available to reduce Core Area commercial land and building vacancy. Without a
supply of occupancy-ready properties, the other three CAVRS areas of focus alone will
not be sufficient to reduce Core Area commercial land and building vacancy.

Converting vacant commercial office space into residential units is specifically cited
among the thirteen Property Strategic Initiatives in CAVRS.

Potential programs identified therein include:

e A new grant program that bridges the economic viability gap and achieves the



conversion of vacant Class ‘B’ and ‘C’ office space into residential units (e.g., a
per square foot grant as used elsewhere in Canada).

e A program that improves air quality when converting office space to residential
units.

e A program to support undertaking feasibility studies for eligible office properties
to determine if it can be converted.

e A grant program to cover the cost of planning application fees for eligible
conversion projects.

In CAVRS, a Class ‘B’ office building is defined as a slightly older building with good
management and quality tenants.

Class ‘C’ office buildings are the lowest grade for useable office buildings. These office
buildings are older and may be located on less desirable streets in older sections of the
city. Many of these buildings usually have higher than average vacancy rates for their
market. Older, less desirable architecture, limited infrastructure, and antiquated
technology define Class ‘C’ buildings.

1.4 5-Year Community Improvement Plan Review

Civic Administration completed the 5-Year CIP and Financial Incentives Review in June
2023.

Its purpose was to propose changes to several of London’s CIPs, to the scope and
terms of Financial Incentive Programs, and to consider new programs and approaches
to address community improvement issues.

On June 27, 2023, Municipal Council directed thirty-five recommendations from the
review be implemented with many recommendations requiring funding approval through
the Multi-Year Budget process.

The recommendation relevant to this report is:

d) xiv) the Civic Administration BE DIRECTED to investigate the feasibility of a new
community improvement financial incentive program to support conversion of vacant
commercial buildings with a low potential for continued commercial use to residential
units in alignment with the multi-year budget process.

1.5 Housing Accelerator Fund

In April 2023, the Canada Mortgage and Housing Corporation released details on the
Housing Accelerator Fund (HAF). HAF is a $4 billion incentive program targeting local
municipal governments, with an anticipated outcome of 100,000 additional building
permits issued in Canada over a three-year period.

HAF’s aim is to encourage new municipal initiatives that will increase housing supply at
an accelerated pace and enhance certainty for developers in the approvals and building
permit processes, resulting in transformational change to the housing system.

London’s approved HAF application provides a housing target of 2,187 additional units
between 2024-2026 for eligibility of up to $74,058,143 under the HAF. These units must
be over and above London’s recent unit construction average.

The funding is awarded based on the overall number of additional units that will occur
because of the HAF funding. In general, funding is based on the municipality’s overall
growth commitments and projected units that align with priority areas. The funding
framework has three components:

1. Base funding
2. Top-up funding, and
3. An affordable housing bonus.



Multi-unit housing near transit will receive the most per unit funding, followed by
‘Missing Middle’ built form multi-unit housing, other multi-unit housing, and detached
homes. Per unit funding ranges from $20,000 to $50,000 per unit.

Of the seven HAF initiatives, #1 is most relevant to this project:

e Promoting high-density development without the need for privately initiated
rezoning (as-of-right zoning), e.g., for housing developments up to 10 storeys
that are in proximity (within 1.5km) of rapid transit stations and reducing car
dependency.

o Noting: The City would also tie these incentives to inclusion of housing unit
types for families, students, and seniors at various levels of affordability to
ensure a diverse and inclusive community is created. This initiative will also
include implementing incentives for conversions from non-residential to
residential and multi-unit housing within close proximity to transit through the
development of a Community Improvement Plan.

Of the approved up to $74M in HAF funding, $20M is earmarked for per unit financial
incentives to support Community Improvement Plans and Financial Incentive Programs
to support multi-unit non-residential conversions and multi-unit transit-oriented housing.

2.0 Discussion and Considerations

2.1 Project Overview

The City of London retained a consultant team lead by Urban Insights Inc. in
collaboration with Durrell Communications and Gillam Group Inc. (‘Urban Insights’) to
determine what new or amended Community Improvement Plan financial incentive
program(s) will best result in incentivizing property owners to convert vacant commercial
office space to residential units.

Several deliverables were contracted from the consultant team, including:

e A planning justification report to provide policy framework and rationale related to
the creation of the proposed financial incentive program(s);

e A review of the existing financial incentive programs offered through the
Downtown and Old East Village CIPs to determine if they can be modified to
(better) incent the conversion of vacant commercial office space to residential
units in buildings with low potential for commercial reuse;

e An analysis supporting a recommendation for or against introducing a feasibility
study grant for converting vacant Class ‘B’ and ‘C’ office space into residential
units;

e The development of a new grant program for office conversion projects at a
specified rate per square foot or unit that will be converted to residential units;

e An analysis supporting a recommendation for or against a financial incentive
program to support improving air quality when converting office space into
residential units;

e An analysis supporting a recommendation for or against a financial incentive
program to cover the cost of planning application fees for office to residential
conversion in the Core Area,;

e An analysis supporting a recommendation for or against expanding any of the
proposed financial incentives beyond the Core Area.

As outlined in Sections 2.2 to 2.8 below, Urban Insights’ analysis in Appendix “A” shows
that introducing financial incentive programs to help cover some of the cost of the
studies needed to convert an office building, construction, and application fees will



improve a conversion project’s financial feasibility. A financial incentive program related
to improving air quality is not being recommended.

2.2
Urban Insights is recommending three financial incentive programs for the City to adopt:

Proposed Financial Incentive Program Overview

Feasibility Study Grant Program — to fund the cost of technical studies to reduce the
financial risk for project proponents to assess the viability of converting office space into
residential units. This three-step grant program is designed to advance the most viable
conversion projects through an evidence-based criteria system and reduce the risk to
the property owner and the City.

Construction Conversion Grant Program — to reduce the construction cost (initial
investment burden) when converting vacant office space into residential units.

Application Fees Exemption Program — to exempt applicants from all planning, building
permit, and other associated fees (e.g., cash-in-lieu of parkland) to reduce the upfront
costs for property owners when converting vacant office space into residential units and
to improve project viability.

The three programs will have access to $10 million, minus any existing commitments,
allocated from the $74 million received under the Housing Accelerator Fund.

The three programs are anticipated to generate four to six office-to-residential
conversions within the three-year HAF funding window.

Table 1: Urban Insight Inc. Proposed Financial Incentive Programs

Program Funding Purpose Funding Criteria
Allocation
Feasibility Study Grant | $800,000 Funding towards | Maximum $80,000
Program a technical per property
(8%) feasibility study | (phased criteria
grant program guided by the
organized into Scorecard)
three steps
Construction Conversion | $9,200,000 | Funding towards | Maximum
Grant Program minus any construction and | $40,350* per unit
previously management
approved costs for eligible
application projects
funding
(92%)
Application Fee $0.00 A fee exemption | Forgone Revenue
Exemption Program to help the OTR
(0%) program and
reduce costs to
the project
Total $10,000,000

*The maximum funding potential is recommended to create at least 228 office-to-

residential units

For maximum effectiveness these programs can be stacked with other applicable
financial incentive programs in the downtown, such as the Rehabilitation and
Redevelopment Tax Grant Program.

Each proposed program is discussed in more detail in Section 2.3 to 2.5.




2.3  Feasibility Study Grant Program

Urban Insights is recommending the City of London create a Feasibility Study Grant
Program. The Feasibility Study Grant Program is recommended to be up to $80,000 per
property (one-time).

This grant helps applicants complete specific technical studies to determine if a building
can be converted. The Feasibility Grant Program incorporates a maximum cap to
ensure grant funding remains available to support between four and twenty feasibility
study applications. In some cases, additional study work and more expensive studies
are required. If this occurs, it is the applicant’s responsibility to cover the costs beyond
the $80,000 grant if they wish to proceed.

The Feasibility Study Grant is being recommended as a three-step process with eligible
funding for defined studies up to a maximum of $80,000 per property described at a
high level below:

e The first step is the Scorecard performed by a third-party consultant. A set
$3,000 fee is assigned for this study requirement. The Scorecard Report will
show the conversion potential and project viability. The anticipated turnaround
time for step one is one to two weeks.

e The second step is the Phase 1 Feasibility Study Assessment involving a floor
plan, hazardous materials assessment, and geotechnical study. If these studies
show the building is viable for conversion, funding will be available for the third
step.

e The third step involves a structural assessment, mechanical and electrical, fire
life safety, envelope and energy, and elevators, lifts, and escalators reports. The
anticipated turnaround time for steps two and three is six to eight weeks to
complete all required studies. If less studies are required these steps can be
done more quickly.

Urban Insights is proposing the City of London retain a third-party consultant to
independently (from the City) complete the Scorecard step in the process.

2.4  Construction Conversion Grant Program

Urban Insights is recommending the City of London create a Construction Conversion
Grant Program to help incentivize the conversion of vacant office spaces into residential
units.

A maximum grant of $40,350 per unit has been calculated based on a pro forma
financial feasibility analysis and taking into consideration the $10 million funding
envelope. A $40,350 per unit grant results in 228 residential units being created.

A $40,350 per unit grant represents a 14.3%-17% cost reduction to a standard
renovation project which is estimated to range between $315 to $375 per square foot.

No maximum grant per property (or cap) is being recommended for the Construction
Conversion Grant Program.

Civic Administration is recommending a maximum Construction Conversion Grant of
$35,000 per unit based on the HAF funding received for Office Conversion Units:

Base funding ($20,000) plus multi-unit housing near rapid transit ($15,000) =
$35,000.

Civic Administration recommends not exceeding $35,000 per unit as this is the
maximum value received for an Office Conversion Unit from the Housing Accelerator
Fund. A $35,000 per unit grant results in 263 residential units being created.



The applicant will receive the Construction Conversion Grant after the building permit
has been issued. The Grant Program will operate as a forgivable loan and be available
first-come first-serve. The full Grant Program details will be available in a future report to
the Planning and Environment Committee when Municipal Council approval is sought.

2.5 Application Fees Exemption Program

Urban Insights is recommending the City of London create an Application Fees
Exemption Program to help reduce office-to-residential conversion project costs and
increase project viability.

Application fees may include, but are not limited to:

e Planning application fees
e Building Permit fees
e Cash-in-Lieu of Parkland fees

The three proposed office-to-residential conversion financial incentive programs are
anticipated to generate four to six applications within the three-year HAF funding
window. As a result, Urban Insights has estimated the cost of fees (i.e. revenue not
received) at $375,000 for six applications to the financial incentive programs.

The City has two options for financing of the Application Fees Exemption Program:

Option 1 — is to waive the application fees and each affected service areas’ budget
will not be made whole, but instead will forgo that revenue.

Option 2 — is to have the program funding repay the application fees to each
affected City service area. This option makes the service area budget whole but
reduces the impact of the budget allocation by the estimated cost of $375,000 —
equivalent to 11 residential units based on the $35,000 construction conversion
grant recommendation.

Urban Insights is recommending Option 1 as it will have minimal impact on revenue
(based on the estimated four to six applications) and maximize the number of converted
units.

If Municipal Council directs Civic Administration to further investigate an Application
Fees Exemption Program, a future recommendation to Municipal Council on what
option to move forward with will be presented.

2.6 Air Quality Grant Program (not recommended)

The City asked Urban Insights to undertake an analysis for or against a financial
incentive program to support improving air quality when converting Class ‘B’ and ‘C’
office space into residential units.

Urban Insights is not recommending a separate Air Quality Grant Program. In their
opinion having a separate line item for air quality makes the conversion program more
complex and reduces the overall effectiveness of the proposed Construction Conversion
Grant Program.

In general, improving air quality will be addressed through the proposed Construction
Conversion Grant Program and the required feasibility studies. Updating old building
systems during the construction process will result in improved air quality and energy
efficiencies.

Civic Administration concurs with these findings and is not recommending a separate
Air Quality Grant Program.
2.7 Engagement and Research

Urban Insights along with Gillam and Durrell Communications, undertook an
engagement process to ensure that the voices of property developers, local business



owners, and City staff were heard and integrated into the planning and execution
phases of the proposed financial incentive programs.

This process included in-person and virtual meetings and workshops that provided
platforms for discussion and exchanging of ideas.

Additionally, 14 targeted interviews with industry experts and developers were
conducted to refine the proposed programs objectives and strategies, ensuring they
align with real needs and opportunities within the downtown.

Key findings from the engagement included:

e A grant to help fund technical studies to assess the feasibility of conversion.

e A grant to bridge the funding gap to help make projects more financially feasible.

e Improvements to energy efficiency would make office buildings more attractive to
convert to residential.

e Endorsements to cover energy, development, and tax costs.

Urban Insights also interviewed the City of Calgary about its office-to-residential
financial incentive program to inform approaches to use in London.

Further, the consultant team visited six potential conversion sites, and leveraged
Gillam’s construction management experience to get a better understanding of the
construction obstacles property owners face when converting a building.

This proactive engagement strategy made it easier to understand the challenges and
potential of converting office spaces into residential units but also created a sense of
purpose and buy-in essential to foster success for the proposed programs.

2.8 Pro Forma Analysis

Urban Insights undertook a pro forma (financial feasibility) analysis to support its
recommendations.

The key findings from the pro forma include:

e Viability assessment. The pro forma analysis reveals that the proposed office-to-
residential conversion financial incentives programs are critical in making many
potential projects financially viable. Without these programs, the high costs of a
conversion project might deter developers.

e Return on Investment (ROI). The expected ROI, based on the construction value
generated by these projects, is projected to be significant, ranging from 5.6x to
8.4x. This high return is indicative of the substantial economic impact these
conversions could have, far outweighing the initial public investment.

e Cost Savings. With the programs, developers can see a reduction in overall
project costs by approximately 14.3% to 17%, making projects more attractive
and financially feasible. This reduction is critical in a market where lower
construction costs are necessary to ensure projects will start and finish.

e Economic Impact. Beyond direct financial returns, the pro forma suggests
substantial broader economic benefits, including increased property values,
enhanced tax revenues, and job creation during construction. These factors
contribute to the revitalization of the downtown.

¢ Risk Mitigation. The financial modeling incorporates various risk factors, including
market volatility and potential cost overruns. The strategic use of financial
incentives and structured financial planning within the pro forma helps mitigate
these risks, ensuring that the program can adjust to changing economic
conditions without compromising its objectives.



2.9 Existing Downtown Office-to-Residential Conversion Grant Program

In March 2024, Municipal Council approved a preliminary Office-to-Residential
Conversion (OTR) Grant Program. This existing program (functioning as a forgivable
loan) offers eligible office-to-residential conversion projects a grant equal to the amount
of applicable development changes based on the number of bedrooms per unit and the
total number of residential units created, up to $2 million per property. In 2024, the
applicable grant rates are $20,777 for a one-bedroom unit and $28,155 for a two-
bedroom unit.

Civic Administration is recommending this existing OTR Conversion Grant Program be
amended to increase the grant value to $35,000 and to remove the $2 million cap per
property. This will help encourage further office-to-residential conversion projects during
the period before the Civic Administration can introduce the proposed new financial
incentive programs.

2.10 Applicants to the Existing Office-to-Residential Conversion Grant Program

In April 2024, the City of London and 166 Dundas St London Inc. signed an agreement
to provide an OTR Conversion Grant of $414,947 for the conversion of 166 Dundas
Street to create 15 new residential units.

This grant is based on the program grant amounts of $20,777 to $28,155 per unit. In the
interest of fairness and transparency, Civic Administration is recommending 166
Dundas St London Inc.’s OTR Conversion Grant agreement amount be amended
upward by $110,053 to reflect the revised grant value of $35,000 per unit.

As of writing this report, two additional applications to the existing Office-to-Residential
Conversion Grant Program have been approved, but the agreements have not been
signed. Civic Administration is recommending that when these agreements are signed
(and any potential future applications are approved) before the new Construction
Conversion Grant is approved by Municipal Council, the amount of the OTR Conversion
Grant amount be amended to reflect the revised grant value of $35,000 per unit and the
$2 million cap per property be removed.

3.0 Financial Impact/Considerations
3.1 Program Budget

A budget of $10 million has been established to fund office-to-residential conversion
financial incentive programs. This budget is supported by the $20 million Housing
Accelerator Fund application for per unit financial incentives to support multi-unit non-
residential conversions. As a result, the proposed programs will have no impact on the
tax levy between 2024 and 2026.

If it is desired that any programs are continued beyond the program budget allotted
through the Housing Accelerator Fund, the tax-supported Community Improvement
Program Reserve Fund would be the proposed funding source. Business Case P-42
Initiative #12 approved through the 2024-2027 Multi-Year Budget includes $21.1 million
in funding for a variety of CIPs and financial incentive programs, including office-to-
residential conversions. $20 million of the funding is from HAF for 2024 and 2026 and
$1.1 million is tax-supported for 2027.

3.2 Stacking Grants and Incentives for Affordable Housing

As noted in various reports on the financial viability of affordable housing projects, the
pro forma is sensitive to small changes in market conditions. Project costs can fluctuate
based on global demand for materials. Additionally, the construction period can also
have an adverse affect on long-term debt of the non-profit housing provider as they
carry the financial burden of the project during the construction phase.

Although the City provides several financial incentives, the recent analysis through the
Affordable Housing CIP review found that the potential gap in capital funding required



for an affordable housing project ranges from approximately $139,000 to $159,000 per
unit for a non-profit housing provider. In the case of the Office-to-Residential
Construction Conversion Grant Program, the proposed grant of $35,000 per unit,
stacked with the provincially mandated development charge exemption for affordable
housing residential units ($20,777), and a Roadmap to 3,000 grant ($45,000) can help
close the gap in funding required to build more affordable units.

Conclusion

This report recommends Civic Administration be directed to introduce three new office-
to-residential financial incentive programs to help downtown private property owners
convert their vacant Class ‘B’ and ‘C’ office buildings to residential units.

These programs also help the City meet its obligations to the Housing Accelerator Fund
and help implement the recommendations of CAVRS and the 5-Year CIP Review.

Prepared by: Graham Bailey, MCIP, RPP
Senior Planner, Core Area and Urban Regeneration

Reviewed and
Submitted by: Mike Macaulay, MPA
Manager, Core Area Programs

Recommended by: Scott Mathers, MPA, P.Eng.
Deputy City Manager, Planning and Economic
Development

Copy: Alan Dunbar, Manager, Financial Planning and Policy
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EXECUTIVE SUMMARY

This comprehensive report encapsulates the entirety of the Office to
Residential (OTR) Conversion Financial Incentive Programs (OTR-CFIP) project,
detailing its inception, execution, and anticipated impacts. With an allocation
of $10M from the Housing Accelerator Fund (HAF) and based on available
funding, the OTR-CFIP aims to revitalize London’s downtown by converting

underused Class B and C office spaces into residential units. This initiative is
aligned with the City’s strategic goals to enhance economic growth, culture,
and prosperity, and address housing needs by increasing the residential
occupancy in the Core Area, and more specifically, the Downtown.
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INFORMATION



2.0 BACKGROUND INFORMATION

2.1 Community Improvement
Plans (Grants)

A financial grant is an economic
incentive offered by a municipality
to encourage a specific (or targeted)
type of development activity or to
guide development in a certain
direction. A grantis a sum of money,
often linked to specific criteria,
which does not need to be repaid by
the applicant. Municipal grants can
be funded by municipalities in a
variety of ways including the annual
budget, a reserve fund, and in some
cases, a waiver of fee(s) depending
on the program. These grants are
guided by policy goals such as urban
renewal, economic development,
affordable housing, legislative
authority and Council direction.

As a principle, grants can make
projects feasible that might
otherwise be unviable due to high
costs or low returns. By reducing the
financial burden (and time) on
developers, these grants encourage
investments in areas that serve a
broader community interest. Grants
can apply to construction activity,
technical study and other items as
permitted under the framework of
Section 28 of the Ontario Planning
Act, enabling Official Plan (The
London Plan) policies and an
approved Community Improvement
Plan (CIP).

The London OTR-CFIP introduces
three financial incentive programs to
incentivize conversion projects
based on a defined criteria focused
on:

1.Feasibility Study Grant Program,;

2.Construction Conversion Grant
Program; and,

3.Application Fee Exemption
Program.

2.2. The OTR-CFIP Deliverables

The City of London Office-to-
Residential Conversion Financial
Incentive Program(s) (called The
OTR-CFIP Request for Proposal)
identifies 11 key deliverables
outlined in Appendix 1. Urban
Insights Inc., in collaboration with
Durrell Communications and Gillam,
have been retained to carry out
consulting services to develop OTR-
CFIP. The project team has prepared
nine reports as part of the required
deliverables (Deliverables A-K). This
Comprehensive Report provides a
complete summary and analysis of
Deliverables C-K.



2.3 The OTR-CFIP Purpose e Helping to increase the overall
assessed property value of the
The purpose of the OTR-CFIP is to Core Area;

help accelerate the provision of new
housing units in London by the Rebalancing the Core Area’s land

conversion of vacant Class B and uses and economic functions;

Class C office space in London’s and,
Core Areas. The expected outcomes

of the OTR-CFIP include: Assisting in meeting the Housing
Accelerator Fund target of 2,187

e Reducing the amount of vacant additional units over three years.
office in London’s Core Areas as

set out in the Core Area Vacancy
Reduction Strategy.
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3.0 RECOMMENDATIONS

The City of London adopts the
following recommendations provided
in this Comprehensive Report for the
Office-To-Residential (OTR)
Conversion Financial Incentive
Program(s) (OTR-CFIP):

e Update the Downtown CIP to
support three new programs:
Feasibility Grant Program,;
Construction Conversion Grant
Program; and Application Fee
Waivers.

e Waive application fees as outlined
in this report.

e Amend the Parkland-Cash-In-Lieu
Bylaw to exempt parkland
dedication fees for any OTR-CFIP
approved project.

e Monitor the Downtown OTR-CFIP on

an annual basis and provide a
report back to Municipal Council
with updates and
recommendations.

Receive the London OTR-CFIP
Brochure for information and
implement the Communications
Plan as presented in Appendix 2.

Use the Conversion Report (as
attached in Appendix 3) as the
primary evaluation system to
evaluate and recommend OTR-CFIP
conversion projects to the
satisfaction of the Project Review
Team.
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4.0 DISCUSSION AND EVALUATION

4.1 Conversion Program
Overview

The proposed OTR-CFIP was
prepared to facilitate the conversion
of vacant or under utilized Class B
and C offices into residential units.
This goal is a founding principle of
the 1989 Official Plan which has
been extended into and expanded in
The London Plan.

The proposed OTR-CFIP is based on
an incentive package that provides a
direct cash grant to facilitate the
conversion of vacant offices. The
OTR-CFIP will include a series of
other supporting programs that
provide funding fee waivers and
technical studies to facilitate OTR
conversions that meet specific
criteria. These financial programs are
supported by The London Plan and
the Downtown CIP goals and
policies.

The London Plan supports the
rehabilitation, redevelopment and
reinvestment of the downtown,
particularly for projects located on
transit routes and near services. The
London Plan establishes criteria for
incentives which the OTR-CFIP meet.
Through a strategic use of financial
incentives, the primary goal is to
convert vacant and under utilized
office space into residential units.

This will add vibrancy, consumer
spending and transit ridership to the
downtown.

Based on the known Class B and C
inventory, and current office-to-
residential best practices, there is
potential for an estimated 8-12
office building conversions in the
downtown based on a 20% potential
conversion ratio. Given existing
lease rates and property status, we
assume that 50% of this supply
could be available for short-term
conversion. These assumptions
result in a target of 4-6 office
building conversions that would add
an estimated 228 to 343 new units
and 383 to 576 new residents to the
downtown. This target, based on an
average of 1.68 people per unit
count, would reduce the current
office vacancy rate by an estimated
160,000 - 240,000 square feet.
Many of the sites have limited, and
in some cases no parking.

From a planning perspective, the
proposed London OTR-CFIP conform
to The London Plan, is enabled by
the 1996 Downtown CIP and
operates within Section 28 of the
Ontario Planning Act. Downtown
London is at a tipping point; the
ability to convert one single building
will send a positive signal that the
market can support OTR conversions
in the downtown.
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From a market perspective, 89% of
the Core Area office inventory is in
the Downtown which is the primary
office market, containing 64% of all
vacant Class B and C buildings. From
a financial perspective, it makes
sense to concentrate The London
OTR-CFIP in the Downtown where
the 1996 Downtown CIP can best
accommodate new incentives.

From an implementation
perspective, The London OTR-CFIP
has the potential to kick-start the
market with 4-6 new projects which
would have a significant impact on
reversing the current trends in the
downtown core.

Greater information on the financial
tools is provided in the background
material related to the Feasibility
Study Grant Program Position
Report.

The proposed London OTR-CFIP are
supported in the Downtown. These
programs should remain focused on
the Downtown with a monitoring
program in place to consider
expanding this program pending
future opportunities.

4.2. The Grant Program

The OTR-CFIP has been prepared to
address a series of goals subject to a
defined funding source. A review of
the grant program goals, funding
allocation and feasibility grant
principles are discussed below.




4.2.1. Office-to-Residential Program
Goals

The primary goal of the London OTR-
CFIP is to determine if the grant
programs can effectively stimulate
the conversion of vacant/ underused
office spaces into viable residential
units, thereby aiding in urban
renewal and increasing housing

supply.

To achieve this goal, the London
OTR-CFIP has been organized into
three distinct programs starting with
the Feasibility Study Grant Program,
followed by the Construction
Conversion Grant Program and an
Application Fee Exemption Program
outlined below in Table 1 with
program purpose and goals
identified.

Table 1: Recommended OTR-CFIP with Program Purpose and Goals

and to the City.

Feasibility Study Grant Program. A grant to fund the cost of technical
studies and reduce the risk associated with assessing the viability of
converting office spaces into residential units. This three-step grant
program’s goal is to advance the most viable projects through an
evidence-based criteria system and to reduce risk to the property owner

Construction Conversion Grant Program. Providing a grant to reduce
the cost of construction (initial investment burden) to convert vacant
office space into residential units.

Application Fee Exemption Program. Providing a fee exemption for all
planning, building permit and associated fees (e.g. parkland cash-in-lieu)
to facilitate the London OTR-CFIP application process through a low-
cost entry for property owners and adding to project viability.

In terms of direct impacts, The London OTR-CFIP Program(s) have the potential

to deliver the following targets:

e Vacancy - The London OTR-CFIP
has the potential to reduce the
office vacancy by a projected
160,000 - 240,000 square feet
through the conversion of 4-6
office buildings. An average unit
size of 700 square feet is
assigned for a typical residential
unit.

e Residential Units - The London
OTR-CFIP Program(s) have the
potential to add 228-343 new
residential units to the downtown
that would reverse an upward
trend in rising office vacancies
depending on uptake and project
size. This housing potential



translates to an increase in the
downtown population of 383-576
additional residents. The
population density is based on
1.68 person per unit as set out in
the Development Charges
Background Study and could
introduce significant activity in
the downtown.

Assessed Value - Over time, the
London OTR-CFIP have the
potential to increase the
downtown assessed property
value by adding a forecasted
(estimated) value range based on
a low and high range potential:
o $50.4M - $90M
= 160,000 sq.ft. x $315-375
per sq.ft. (low range)
= 240,000 sqg.ft. x $315-375
per sq.ft. (high range)

Housing Accelerator Fund (HAF) -
The London OTR-CFIP will assist
in achieving the HAF target by
adding 228-343 net new
(permanent) residential units,
equating to over 10% of the HAF
target. The housing unit target is
proportionate to the HAF
investment proposed for the
OTR-CFIP.

Return-on-Investment (ROI) - A
$10M fund has the potential to
generate $50.4M-$90M in new
construction which translates to
ab.0 Xto 9.0 X ROIl. The ROl is
based on an average $350 per

sq.ft. construction cost
assumption which generates an
8.4 X potential ROI.

e A Renovation Advantage - On
average, a conversion project
costs approximately 30% less
than a new build project which is
estimated to cost $425-475 per
sq.ft. This costing assumption
falls in line with current
construction practices, the
Gensler studies (refer to
Appendix 8) and, based on
Gillam’s construction experience
(refer to Appendix 6). The
purpose of the OTR-CFIP is to
reduce risk for OTR projects and
to make them more attractive for
investment.

In addition to the direct OTR-CFIP
goals(s), the following principles
apply to the three-tiered grant
programs outlined below:

e Best Practices. The London OTR-
CFIP was prepared based on a
careful evaluation of best
practices, industry engagement,
and financial modeling which are
in alignment with the Gensler
OTR findings. In reviewing the
London market, a Scorecard has
been prepared by the Project
Team for the City of London OTR-
CFIP for a “Made In London”
solution.



¢ Risk Management. The proposed

financial incentive structure
(feasibility study grants in
coordination with the
construction conversion grant
and application fee exemptions)
mitigates financial risks by
reducing the initial investment
burden and covering costs to
property owners associated with
evaluating project viability prior
to construction activity.

Fairness. Fairness will be
ensured by administering the
London OTR-CFIP on a first-
come, first-served basis,
contingent on available funding.
The funding will be assigned to
projects within the three-year
program duration. Program
Fairness is enhanced by having a
third-party pre-assessment
Scorecard system as part of the
application process.

Status Quo. Persisting with the
current course of action is
expected to exacerbate vacancy
rates, which will degrade the
social and economic fabric of the
downtown area. Without
proactive intervention, the
opportunity to revitalize the
Class B and C office markets in
the downtown area will be
irrevocably lost, leaving these
spaces dormant and contributing
to urban decay.

4.2.2. Total Funding For the
OTR-CFIP

The London OTR-CFIP will have
access to a $10,000,000 fund
allocated from the $74,058,143
under the Federal Housing
Accelerator Fund (HAF). The OTR-
CFIP funding represents 13.5% of the
HAF funding which is proportional to
the units created through the
proposed OTR-CFIP (228 units
targeted, over 10% of the HAF goal).

If there is any funding that has
already been allocated or assigned
through the HAF fund, this funding
would be reduced from the overall
construction grant fund.

The London OTR-CFIP is organized
into a three-tier incentive structure
based on an 8%-92%-0% financial
split between the Feasibility Study
Grant Program, Construction
Conversion Grant Program and an
Application Fee Exemptions Program
outlined in Table 2.

In total, the maximum funding for
the Feasibility Study Grant Program
funding is capped at $800,000.
This budget could facilitate 4-20
grant applications to support a
potential of 4-6 candidate
conversion projects in the
downtown. This budget assumes
that a greater number of projects
will be eligible for Phase 1 study



costs and may not proceed to the
Phase 2 study phase. Thereis
potential for surplus funds from the
Feasibility Study Grant Program that
could be redirected to the
Construction Conversion Grant
Program. Based on the Feasibility

Grant modelling, this leaves
$9,200,000.00 for a Construction
Grant Program if the Planning
Application Fee Exemption Incentive
Program is waived rather than self
funded.

Table 2: City of London “Tripartite” OTR-CIP Grant Programs

Funding

Allocation Purpose Funding Criteria
Funding towards a Maximum
Feasibility $800,000 technical feasibility $80,000 per
A. Study Grant (8%) study grant program | property (phased
Program organized into Three | criteria guided by
Steps. the Scorecard)
Construction | $9,200,000 Funding towards Maximum
. construction and $40,350* per
B. Conversion (92%) .
Grant Program management costs for unit (based on
g eligible projects. 228 unit target)
— A fee exemption to
Appllcatlo.n $0.00 facilitate the OTR Foregone
C. Fee Exemption (0%)
program and reduce Revenue
Program .
costs to the project.
$10,000,00
Total O (total)

*The maximum funding potential is recommended to facilitate at least 228
OTR units.




The City of London has two options
for the Application Fee Exemption
Program:

e Option 1 (Recommended): Waive
application fees as per The OTR-
CFIP incentive program. These
fees, which include any planning,
building permit, and parkland
cash-in-lieu fees, represent a
relatively minor percentage of
the overall application budgets.
The OTR-CFIP Programs(s) is
anticipated to draw 4-6
applications within the first three
years based on the grant funding.
This option will have minimal
impacts to revenues (as outlined
in Appendix 4), and will maximize
the conversion projects for the
HAF housing target.

The proposed application fees
involved to support six OTR projects
(the high end target) is estimated to
cost $374,094 which is equivalent to
nine OTR units. In addition to
facilitating nine units through City

fee waivers, this option also reduces
administrative time which takes
away to deliver response time to
other applications that relate and
connect to the Provincial Housing
Targets.

A major application fee is the
development charge (DC) fee. Based
on the City’s existing stackable CIP
programs, and DC rates, it is
assumed that any new development
charge will be a net neutral cost
because the commercial DC rate is
greater than the residential DC rate.

In reviewing the application fee
financial impacts, Option 1 is
recommended to waive targeted City
fees to facilitate and leverage the
Study Grant and Construction Grant
Programs. The incentive fees have a
material impact on project visibility
and would also send a positive
market signal that the City of London
is committed to supporting these
conversion projects.




the impact of the HAF budget
allocation. With some built-in
assumptions, the following
application fees could be generated
from 228 net new units as outlined in
Table 3:

e Option 2: The London OTR-CFIP
fund repays the application fees
to each City division. This option
makes the application review
process whole; however, it will
quickly draw down the
construction budget and reduce

Table 3: City of London “Tripartite” OTR CIP Grant Programs

Fees Applications Fee Amount (estimated)

Minor 6 $1,782 $10,692

Variance

Site Plan 6 $1’4Si;iz4 PET | $25782 ($8,910+$16,872)

Parkland 228 units 1,250* $285,000

Building 6 $52,620

Permit (160,000 $3.54 sm (160,000 sf = 14,864.5 sm)
sq.ft.)

Total 6 varies +$374,094

Equivalent to 9.3 units

*It is assumed the density will range between 75-150 uph for parkland fee
calculation.




4.2.3 Feasibility Study Grant
Value

A $80,000 Feasibility Study Grant is
recommended per property (one-
time). This grant provides generous
funding to complete specific
technical studies to facilitate a
building conversion. The Feasibility
Grant Program incorporates a
maximum cap to ensure funding
remains available to support 4-20

grant study applications. In some
cases, there may be examples of
additional study work and more
expensive studies. If this occurs, it
will be the applicant’s responsibility
to cover these costs beyond the
$80,000 per property grant if they
wish to proceed. The funding for
this grant was developed based on
the following cost estimates
identified in Table 4:

Table 4: Feasibility Study Grant Program Cost Estimates

Step Phase Study
To identify general building conditions and
1 Scorecard candidacy based on a Three-Star Scorecard. $3,000
A second step to assess key building issues
5 Phase 1 for conversion. If there are major issues, the
Studies | project may not be viable to move to the next
step.
Conceptual Floor Plan $1,500
Hazardous Materials $10,000
Geotechnical $10,000
A more detailed assessment of key building
Phase 2 . s
3 . functions and features that will impact
Studies . s
project viability and success.
Structural Assessment $15,000
Mechanical and Electrical $15,000

o P




Study Target

Phase 2 . .
3 Studies Fire Life Safety $5,000
Envelope and Energy $12,000
Elevators, Lifts and Escalators $5,000
Maximum +$80,000
Cap

The Feasibility Study Grant is a
three-step process with eligible
funding for defined studies up to a
maximum of $80,000 per property
described at a high level below:

e The first step is the Scorecard
performed by a third-party
consultant. A set $3,000 fee is
assigned for this study
requirement. The Scorecard
Report will indicate the
conversion potential and project
viability.

e The second step is the Phase 1

Feasibility Study Assessment
involving a floor plan, hazardous
materials assessment and
geotechnical study. If these
studies indicate the building is
viable, funding will be available
for the third step.

The third step is the Phase 2
Feasibility Study Assessment
involving a structural
assessment, mechanical &
electrical, fire life safety,
envelope and energy, and
elevators, lifts and escalators.




4.2.4. Air Quality Program
Potential

A key project deliverable involves
an analysis supporting a
recommendation for or against a
financial incentive program to
support improving air quality when
converting Class B and C office
space into residential units. In
review, the cost to improve air
quality does not fit well within the
larger conversion grant program and
proposed budget. It is the Project
Team’s opinion that having separate
line item for Air Quality would make
the conversion program more
complex and will reduce the overall
effectiveness of the conversion
grant program that will have
different investment needs on

each project.

The Project Team has developed a
Scorecard that will identify the
overall condition of the building, and
direct the investment priorities as a
candidate conversion project.
Additional detailed feasibility

studies will be involved and
required through the pre-
construction assessment study
process. The primary goal is to
facilitate the building conversion
and specific upgrades will be
identified and required such as
window replacement, HVAC
replacement and other envelope and
mechanical upgrades or
replacements. The conversion
process will look after short and
mid-term air quality performance.

It is the Project Team’s opinion that
improving Air Quality will be
addressed through the Construction
Conversion Grant Program. A general
grant is best served to allocate the
necessary funding required to
convert a Class B and C office
building into new residential units.
Gillam has provided an opinion on
considering a separate Air Quality
Program provided in Appendix 7. A
separate Air Quality Incentive
program is not recommended.
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5.0 FEASIBILITY STUDY GRANT PROCESS

The OTR-CFIP is recommended to funding principles, program
provide three grant programs monitoring, and program
including: expansion are described below.

e Feasibility Grant Program

e Construction Conversion Grant 5.1 The OTR-CFIP Process
Program

» Application Fee Exemption The proposed application process is
Program a five-step process illustrated in

Figure 1 and described below.
The OTR-CIP process, evaluation

criteria, program restrictions,

Figure 1: OTR-CFIP Application Process

START 2-STEP FEASIBILITY CONSTRUCTION GRANT FUNDING

Scorecard

ranking 4. Construction
3. Agreement Grant Funding

1. Feasibility

Study Application

A Phase1
Eligibility Criteria Met 5 Feasibility
nclude a concept plan with Review Team Sign Off
application showing unit

potential.

Project Manager Report

5. Building

2. Start Scorecard Permit Issuance

Construction Plans

Feasibility Grant | Construction Grant | Construction




Step 1. Application. The first step in
the OTR-CFIP process is the
applicant preparing and to complete
a Feasibility Grant Application to
request funding for a Class B or C
office building conversion into
residential units based on an
approved application form and
eligibility criteria. A basic concept
plan is required to identify the
potential units (conceptual).

Timing: anticipate 1-2 week
turnaround.

Step 2. Scorecard. The City will
receive the Feasibility Study Grant
Program Application and schedule a
Scorecard meeting with a third-party
consultant to conduct a site visit
and complete a Scorecard
evaluation form. This process will
identify the conversion potential
with a 1, 2 or 3 Star rating. The
Applicant and the City will receive
this information for next steps. For
projects with a 3-star rating, they
can proceed with the full technical
study requirements rather than a
two-step feasibility study process
and move more directly to the
Construction Grant Application

Timing: anticipate 1-2 week
turnaround

Phase 1 Studies

Scorecard

Phase 2 Studies

Step 3. Feasibility Studies.

If the building has viability, a two-
step feasibility study analysis will
start to be funded by the City
through the Feasibility Grant
program if the project has a1, or
preferably, a 2 Star rating. The first
three studies of the Phase 1
Feasibility include: 1) a detailed floor
plan drawing; 2) a structural report;
3) a Hazardous Study completed by a
QP. The Applicant will forward these
studies to the City for review and
direction. If these studies identify
viability, a Phase 2 Feasibility Study
Grant will be issued for the
remaining technical studies.

Technical studies are required for
several reasons, including bank
financing (project funding and
viability) and due diligence for
building permit issuance. Gillam has
identified these studies, in
consultation with other industry
experts, and has prepared a
Scorecard Report and a
PreAssessment Feasibility Study
Report. The Scorecard and
Feasibility Study Reports have been
consolidated in “The City of London
- OTR Conversion Report” provided
in Appendix 3. This Report forms
part of the formal London OTR-CFIP
Application Process.

Construction

Conversion
Grant Financing




Timing: anticipate 6-8 week
turnaround for each Phase.

Step 4. Review, Approval and
Agreement. The studies will be
emailed to the Program Manager,
with, a Construction Grant
Application prepared by the
applicant. This Application will
confirm the studies completed, and,
add additional information including
an estimated construction cost for
the building conversion.

The Program Manager will review the
application, and provide a
recommendation to the Review Team
for final decision. The review team is
recommended to include:

1. Economic Services and Supports
2. Building Division

3. Finance Supports The Review
Team will provide the final
recommendation to proceed with a
Construction Conversion Grant
Agreement to provide funding based
on the application information with
oversight and issuance provided by
the Manager of Core Area & Urban
Regeneration.

Timing: anticipate 1-2 week
turnaround.

Step 5. Building Permit. Once an
Agreement is finalized and signed,
the Applicant can proceed with the
building permit application while
the funding is being processed.
Timing: anticipate 3-4 week
turnaround.

5.2. Evaluation Criteria

The evaluation criteria are to
include:

e Must be located within the
Downtown CIP Boundary.

e A Class B or C office building.

e A2 or 3starscorecard rating
recommended.

e Meets applicable law (Ontario
Building Code, zoning bylaw
regulations).

e Property taxes paid.

e Applications and studies
prepared by a Qualified
Professional.

e Applications subject to funding
availability.

5.3. Exclusions and
Restrictions

The following exclusions and
restrictions are proposed, and in
some cases, required:

e Funding. Program is subject to
available funding.

e Building. Must be a Class Bor C
Office Building.

e Location. Must be located within
the Downtown CIP Boundary.

e Permits. Subject to Applicable
Law (eg. Ontario Building Code).

e Heritage. If designated,
construction materials may be
subject to Heritage Study
requirements.



e Demolition. At least 50% of the
total building facades must be
retained.

e Feasibility studies. Feasibility
Study costs are not retroactive -
must be submitted following an
Application save with an
exception for conversion projects
which have received HAF funding.

e Consultants. All consultants must
be a qualified professional (a QP).

e Contractors. Must be a licensed
and/or, bonded contractor.

5.4 Funding Principles

Based on the OTR project goals,
targets, and assumptions, it is
recommended that 8% of the total
HAF budget be allocated to the
Feasibility Study Grant Program, 92%
of the project budget allocated to
the Construction Conversion Grant
Program, and, 0% be directed to the
Application Exemption Fees
program. These funding principles
will determine the available funding
for each program. |If the ratios are
amended, there will be a direct and
proportionate change to the studies
funding and units created (yield).

A simple funding formulae is
recommended for the Feasibility
Study Grant Program with total
program funding capped to a
maximum $800,000. The funding
formulate for the Construction
Conversion Grant Program is more

complex, and, is based on the
following assumptions:

e Target number of units: 228

e Per unit funding
recommendation: $40,350.80 per
unit

The Project Team has identified a
target range of 228-343 units for the
programs. The lower target range is
recommended to maximize the per
unit funding allocation and for
optimum contribution established
through the pro forma analysis. If
the residential unit target is
increased to 343 units, this would
generate $26,822 per unit which is
considered a non-viable incentive.
The market viability of the OTR
conversions have been evaluated
though a series of proformas,
industry consultation and through
the Urban Insights-Gillam team.

Funding to support the entire grant
program has been developed based
on the following principles:

e Fairness. The OTR-CFIP will be
administered on a first-come
first-serve basis based on
available funding. The goal is to
have the funding assigned to
projects within the three-year
program duration. The program
includes a third-party
preassessment score card system
as part of the application
process.



e Status Quo. Persisting with the 5.5 Application Exemption Fees
current course of action is

expected to exacerbate vacancy Application fees form part of the
rates, which will degrade the project pro forma and impact

social and economic fabric of the project viability. Like any incentive
downtown area. Without program, there is a financial cost
proactive intervention, the involved to attract a specific type of
opportunity to revitalize the investment. In London, the following
Class B and C office markets in fees are associated with the

the downtown area will be Application Fee Program identified
irrevocably lost, leaving these in Table 6:

spaces dormant and contributing
to urban decay.

Table 6: Current Application Fees (2024)

Fee Cost Note

Pre-Consultation

(Refunded) $348 Fee refunded. No change.
Official Plan and Zoning $24,276.00 Use likely permitted
Bylaw

Zoning Bylaw Amendment | $13,872.00 Use likely permitted
Mlno.r Variance (lot/yard $1,782.00 Possible (unit size relief)
requirement)

Site Plan: 1-5 units $1,485.00 Likely exempt

Site Plan: over 5 units $1,485 plus $74 per unit Assume 40 unit average

Parkland Cash-In-Lieu Fee:

Less than 75 units per ha | $2,200

75-150 units per ha $1,250

>150 units per ha $1,150

$3.54 sq.m. (Group C

Building Permit Fee Dwelling Units)

Source: https://london.ca/by-laws/parkland-dedication-law-cp-25
https://london.ca/sites/default/files/2023-
12/2024%20Development%20Application%20Fees.pdf
https://london.ca/living-london/building-renovating/building-permits
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https://london.ca/by-laws/parkland-dedication-law-cp-25
https://london.ca/sites/default/files/2023-12/2024%20Development%20Application%20Fees.pdf
https://london.ca/sites/default/files/2023-12/2024%20Development%20Application%20Fees.pdf
https://london.ca/living-london/building-renovating/building-permits

Based on the Fee’s by-law, and A summary of development activity

historical development activity indicates, there has been limited
trends, there is a relatively modest development activity in the
cost related to incenting any downtown reflected in Table 7:

development in the downtown.

Table 7: Downtown Development Activity (2021-2023)

Application Downtown City Wide % of city activity
Residential Permits | 1 1,435 <1%

Units Issued 266 8,271 3.2%

Permit Value $42M $2.57B 1.63%

OPA-ZBAs 2 180 1.1%

Site Plans 7 359 1.9%

In review, the downtown represents in the downtown. Based on this
<1l to 3.2% of development activity analysis, the financial costs are

in the city. Development activity is outlined in Table 8 for information
limited in the downtown, and the based on a median target of 40 units
London OTR-CFIP is forecasted to per application:

generate 4-6 permits.

Table 8: Application Grant Implications (4-6 applications / 228 units / 160,000
square feet)

Fees Applications Fee Amount (estimated)
Minor Variance |6 $1,782 $10,692
Site Plan 6 $1,485 + 74 per unit $25,782

($8,910+$16,872)

Parkland 228 units 1,250* $285,000

$52,620(160,000 sf =

Building Permit | 6 (160,000 sq.ft.) | $3.54 sm 14,864.5 sm)

Total 6 varies +$374,094

Equivalent to 9.3 units




Note 1: The Ontario Planning Act was
amended to exclude 10 units or less
from site plan control.

Note 2: For site plan control, apply
$1,485 per application plus $74 per
unit. As previously noted, the OTR-
CFIP was developed on the
assumption that there will be no
net new development charge fees

applied to a conversion project.

The OTR-CFIP is anticipated to draw
4-6 applications within the first
three years based on the grant
funding. The fees associated to
facilitate 228 units are estimated to
cost up to $375,000 shown in

Table 9.

Table 9: Application Grant Implications (228 units / 160,000 square feet)

Fees Applications Fee Amount (estimated)
Minor 6 $1,782 $10,692

Variance

SitePlan |6 $1,485 + 74 per unit $25,782 ($8,910+%$16,872)
Parkland | 228 units 1,250* $285,000

Building $52,620(160,000 sf =
Permit 6 (160,000 sq.ft.) |$3.54 sm 14.864.5 sm)

Total 6 varies +$374,094

Equivalent to 9.3 units

*It is assumed the density will range between 75-150 uph for parkland fee

calculation.

As a major fee, a parkland cash-in-
lieu fee incentive should be included
as part of the London OTR-CFIP.
Parkland cash-in-lieu is an expensive
fee that could apply to an OTR
conversion and has a direct impact
on project viability. A "parkland
cash-in-lieu fee," also known as a
"cash-in-lieu of parkland dedication
fee," is a charge levied by
municipalities on developers during
the building and permitting process.

This fee is an alternative to the
requirement that developers set
aside a portion of their development
land for public parks and
recreational spaces. The idea behind
this fee is to enable the municipality
to fund the acquisition,
development, or enhancement of
public park facilities elsewhere
within the community. In most cases,
the cost of parkland cash-in-lieu fees
is a major fee collected at building




permit issuance stage. This fee
represents a barrier to entry for an
OTR project, and, should be exempt.

Given the niche focus of the London
OTR-CFIP, a low entry barrier is
required to leverage, and attract,
this type of development activity.
For this reason, and given the
median size of development (40
units per project), all of the
application fees should be waived by
The City as a Made In London, “all
hands on deck” strategy based on
the following rationale:

1. To stimulate economic
development. Offering exemptions
from fees can make a project
financially more attractive to
developers. By reducing the overall
cost of development, cities might
stimulate investment and accelerate
the conversion of under utilized
office spaces into residential units.
This can contribute to revitalizing
downtown areas, especially in cities
where there is an excess of office
space due to shifts in working
patterns, like increased remote work.
Fee exemptions will elevate the City
of London as a competitive
community to invest in.

2. To encourage housing supply.
Many urban centers face housing
shortages, which can drive up rent
and real estate prices, making living
in city centers unaffordable for
many people. By exempting parkland

fees, municipalities can lower the
barriers to entry for residential
developments, potentially leading to
an increase in the housing supply,
which might help stabilize or reduce
housing costs.

3. To revitalize underused
properties. Downtown areas with
vacant or underused office buildings
can suffer from economic stagnation
and reduced vitality. Encouraging
the conversion of these spaces into
residential units can bring more
permanent residents to the area,
supporting local businesses and
services, and contributing to a more
vibrant urban environment.

4. To support urban renewal and
density. Urban density is often seen
as a key component of sustainable
urban development. By converting
office buildings to residential use
and exempting these projects from
additional fees, cities can support a
more compact and efficient urban
form. This density supports public
transit, reduces per capita
infrastructure costs, and can lead to
more sustainable urban living.

5. To address equity concerns.
Exemptions might be particularly
justified in cases where
developments include affordable or
mixed-income housing. In such
instances, exempting the parkland
fees can help offset the costs
associated with providing affordable



a units, thereby supporting broader
social equity goals.

6. To leverage existing
infrastructure. Office buildings in
downtown areas are often located in
parts of the city with well-developed
infrastructure, including roads,
utilities, and public transit.
Encouraging residential use of these
spaces can be more cost-effective
for cities than developing new
residential areas, which might
require significant new investments
in infrastructure.

7. To provide a quick response to
market changes. Offering incentives
like fee exemptions can be a
responsive tool for municipalities to
quickly adapt to market changes,
such as the increased vacancy rates
in office buildings due to changes in
work habits post-pandemic. This
adaptability can help maintain the
economic resilience of urban
centers.

As an alternative, persisting with the
current course of action is expected
to exacerbate vacancy rates, which
will degrade the social and economic
fabric of the downtown area.
Without proactive intervention, the
opportunity to revitalize the Class B
and C office markets in the
downtown area will be irrevocably
lost, leaving these spaces dormant
and contributing to urban decay.

5.6 Monitoring and Review

The grant programs will be
monitored and reviewed by city
staff administered by a designated
Project Manager. It will be the
Project Manager’s responsibility to
keep an organized data table of each
application metrics in an Excel table.
This will allow for efficient annual
updates based on the program
launch date. Each year, a project
monitoring report will be prepared
which can be presented to the
Planning and Environment
Committee if deemed appropriate.

5.7 Program Expansion

Based on the City of London’s office
vacancy rates which are
concentrated in the Downtown, and
with some potential in the other
Core Areas (Old East Village and
Midtown), there is an opportunity to
expand the London OTR-CFIP further
outside the existing Downtown as a
second tier zone to capture other
vacant office buildings based on the
following rationale:

1. Expanding the Core Areas. The
Core Areas (outside the Downtown)
have the largest supply of known
Class B and C Office Buildings.
Downtown has 11 other office
buildings (four Class A, six Class B
and two Class C) located outside the
defined boundary; a boundary



expansion could increase the
number of buildings eligible for the
OTR-CFIP. A maximum 500 m buffer
around the existing CIP Core Areas
would capture additional buildings
while still maintaining the intent of
the Official Plan policies (e.g.,
Downtown revitalization and
promote transit supportive
development);

2. Process. The Core Areas require a
formal amendment to introduce the
proposed London OTR-CFIP -
expanding this program to the Core
Areas could include a boundary
adjustment to include a larger
geographic area capturing additional
office buildings.

3. Timing. The London OTR-CFIP has
funding between 2025 to 2027 (3
years). To maximize any opportunity
to deploy this funding, an update to
the London OTR-CFIP should occur 1
year after the program launch.

4. Demand. Based on the Project
Team engagements, there was one
property owner who expressed an
OTR conversion just outside the
Downtown Core Area boundary.

This engagement demonstrates that
there is demand outside the current
boundaries and there could be an
opportunity to expand the program
pending demand uptake and funding
availability.

Compared to the urban submarket,
the City of London has a lower office
vacancy in the suburban markets.
To maintain the City’s employment
function, these office spaces should
be maintained for continued job
growth opportunities and trends.

A more expansive employment
strategy is recommended if
suburban locations are to be
considered.

The Project Team recommends that
the Core Area Community
Improvement Project Area be
reviewed after the first year of The
London OTR-CFIP and to expand the
boundary by 500 metres if there is
market demand pending available
funding and market interest
illustrated in Appendix 5.
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6. THE PRO FORMA



6.0 The pro forma (financial
feasibility analysis and
modelling).

The financial modelling is provided
in Appendix 4. The financial
modelling prepared offers a
comprehensive analysis of the
economic viability and potential
returns of converting office spaces
into residential units. This pro forma
is required for assessing the
financial feasibility of the projects
under the program and ensuring that
the investments align with the
broader economic and development
goals of the City of London.

Key Variables of the pro forma
include:

e Construction costs. A primary
variable in the pro forma is the
estimated construction cost per
square foot, which is set at $315
to $375. These figures are crucial
as they directly influence the
overall project budget and the
financial incentives needed to
ensure viability.

e Loan-to-value-ratio. The pro
forma assumes an LTV ratio,
typically around 65%, which
affects the amount of debt
financing that developers can
secure for the projects.

e |nterest rates and loan terms.
Assumptions about the interest

rates (around 7.5%) and loan
terms (commonly 12 months for
construction loans) are made to
calculate financing costs, which
impact the project's total
financial outlay and feasibility.

e Grant amounts. The pro forma
incorporates the impact of the
proposed $40,350 per unit grant
from the OTR-CFIP, assessing
how this financial assistance
affects the project's economic
returns and lowers the
investment risk.

e Vacancy rates. Assumptions
about vacancy rates post-
conversion are used to estimate
potential rental income, which is
vital for determining the project's
revenue streams and overall
financial health.

The key findings from the pro forma
include:

e Viability assessment. The pro
forma analysis reveals that the
financial incentives provided by
the OTR-CFIP are critical in
making many potential projects
financially viable. Without these
grants, the high costs of
conversion might deter
developers due to the slim profit
margins.

e Return on Investment (ROI). The
expected ROI, based on the
construction value generated by



e these projects, are projected to

be significant, ranging from 5.6 x
to 8.4x. This high return is
indicative of the substantial
economic impact these
conversions could have, far
outweighing the initial public
investment.

Cost Savings. With the grant,
developers can see a reduction in
overall project costs by
approximately 14.3% to 17%,
making projects more attractive
and financially feasible. This
reduction is critical in a market
where lower construction costs
are necessary to ensure project
initiation and completion.
Economic Impact. Beyond direct
financial returns, the pro forma
suggests substantial broader
economic benefits, including
increased property values,
enhanced tax revenues, and job
creation during construction.
These factors contribute to the
revitalization of the downtown
area and support sustainable
urban development.

Risk Mitigation. The financial
modeling incorporates various
risk factors, including market
volatility and potential cost
overruns. The strategic use of
grants and structured financial

planning within the pro forma
helps mitigate these risks,
ensuring that the program can
adjust to changing economic
conditions without compromising
its objectives.

In conclusion, the pro forma analysis
provides a robust framework for
understanding the economic
underpinnings of the London OTR-
CFIP. By carefully analyzing
construction costs, financing details,
and the impact of municipal grants,
the pro forma offers a compelling
case for the financial viability and
substantial economic benefits of
converting under utilized office
spaces into residential units. This
analysis is instrumental in guiding
the City of London's decisions and
strategies for downtown
revitalization through the OTR-CFIP.

An important pro forma variable is
the average or expected
construction cost. Research shows
that (on average), construction cost
for an office conversion is about 70%
cost of a new residential build. This
assumption has been confirmed by
Gillam and has provided an opinion
on construction cost assumptions
provided in Appendix 6.
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7.0 ENGAGEMENT

The consultation and engagement
process for the London OTR-CFIP
has been a comprehensive and
inclusive effort, designed to gather
insights and feedback from a broad
range of interested parties.

Urban Insights Inc., along with
collaborators Gillam and Durrell
Communications, have spearheaded
this initiative, ensuring that the
voices of property developers, local
business owners, and city officials
are heard and integrated into the
planning and execution phases of
the program. This process has
included a series of in-person and
virtual meetings, workshops, and
public forums that have provided
platforms for discussion and
exchange of ideas.

Additionally, targeted interviews
with industry experts and interested
parties have been conducted to
refine the program’s objectives and
strategies, ensuring they align with
the real needs and opportunities
within the downtown core.

This proactive engagement strategy
has facilitated a deeper
understanding of the challenges and
potential of converting office spaces
into residential units but has also
fostered a sense of purpose and
buy-in essential for the program’s
success.

Feedback gathered through these
consultations has been crucial in
shaping the financial incentive
structures, with particular attention
given to making the application and
implementation processes as user-
friendly and transparent as possible.
The engagement efforts have
underscored the importance of
maintaining ongoing dialogue with all
parties involved, ensuring that the
OTR-CFIP remains responsive to
evolving market conditions and
community expectations. As the
program moves forward, this
foundation of robust community
engagement will continue to inform
and guide the development of
strategies to revitalize London’s
Downtown effectively.

Durrell Communications was
charged with the engagement
process. In total, Durrell
Communications was able to
interview 14+ parties. Key findings
included:

e Grant-funded technical study to
assess the feasibility of
conversion.

e Cash grant to bridge the funding
gap and make the project more
financially feasible Municipality
to fund a portion of conversion
construction costs; cash grant

D
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would enable the project to
succeed.

For projects to gain momentum,

many agree that improvements to
energy efficiency would make
this space more attractive to
convert into residential.

Endorsement to cover energy,
development and tax costs.

The project team has reviewed the
pro forma findings with London
Development Institute, and, has
received support with the London
OTR-CFIP findings and funding
strategy.
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8. FINANCIAL IMPACT
& CONSIDERATIONS



8.0 FINANCIAL IMPACT &

CONSIDERATIONS

The London OTR-CFIP is a strategic
initiative designed to rejuvenate
underused urban spaces by
transitioning them into residential
units.

1. Budget Allocation and Funding
Sources. The OTR-CFIP is supported
by a $10 million budget sourced
from the Housing Accelerator Fund
(HAF). The budget is distributed as
follows:

e $9.2M (92%) is allocated to the
Construction Conversion Grant
Program.

e $800,000 (8%) supports the
Feasibility Study Grant Program.

e $0 (0%) is allocated for the
Application Fee Exemption
Program, which will be absorbed
by the City as foregone revenue
(which represents 9 residential
units).

This funding structure is designed to
maximize the impact of the financial
resources available by focusing
heavily on the actual conversion
process, which is the most
significant financial barrier to
project initiation.

2. Economic Benefits and Return on
Investment (ROI). The financial
strategy underpinning the OTR-CFIP

is expected to yield substantial
economic benefits:

e Construction Value. The
projected construction activity
associated with the program is
estimated to generate between
$50 million and $90 million in
new construction value,
depending on the actual costs
per square foot ($315 to $375).
This represents a significant
infusion into the local economy.

e ROI. Based on the construction
values, the expected return on
investment ranges from 5.04 to
9.0 times the initial fund,
highlighting the program’s
capacity to leverage public funds
effectively for economic gain.

e Property Value Increase. By
converting vacant office spaces
into residential units, there is an
anticipated increase in property
values not only for the converted
buildings but also in the
surrounding areas due to
enhanced vibrancy and reduced
vacancy rates.

3. Financial Risks and Mitigation
Strategies. Several risks could affect
the financial outcomes of the OTR-
CFIP:

e Market Volatility. Real estate



markets are subject to
fluctuations which could impact
the costs of construction and the
final value of the converted
properties. Mitigation includes
regular market assessments and
adjustable grant amounts to
remain aligned with current
conditions.

e Project Feasibility. Some
properties may not be viable for
conversion due to structural
limitations or excessive
renovation costs. This risk is
mitigated by the initial feasibility
studies funded by the program,
ensuring that only viable projects
receive further funding.

e Excess Demand. There could be
greater demand to convert
vacant office buildings than the
project is funded for. To mitigate
this risk, the program includes
stringent budgeting processes
and contingency funds within the
allocated budget.

4. Cost Benefit Analysis. The cost-
benefit analysis for the OTR-CFIP
considers both direct financial
outputs and the broader economic
impacts:

e Direct Costs. Includes the grants
for construction and feasibility
studies, and the foregone
revenue from waived application
fees.

¢ Indirect Benefits. Enhanced
economic activity from
construction jobs, increased
household spending from new
residents, and improved tax
revenues from higher property
values.

e Social Benefits. Increased
housing supply contributes to
social stability and diversity in
the downtown area, aligning with
broader city goals of inclusivity
and vibrancy.

5. Long-Term Financial Health. The
long-term financial health of the
OTR-CFIP depends on its ability to
be self-sustaining through increased
tax revenues and ongoing private
investment in the downtown area.
The initial public investment is
designed to catalyze further
development, potentially leading to
a self-reinforcing cycle of growth
and investment.

The financial structure of the
London OTR-CFIP is robust, with a
clear focus on maximizing the impact
of public funds to stimulate private
development. The program is well-
positioned to generate significant
economic returns through direct
construction activity and indirect
benefits such as increased property
values and economic revitalization.
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9.0 CONCLUSION

The London Office-to-Residential
Conversion Financial Incentive
Program(s) stands as a
transformative initiative aimed at
revitalizing London’s downtown core
by converting under utilized office
spaces into vibrant residential units.

In the development of the London
OTR-CFIP, a collaborative, 'all-
hands-on-deck' approach is
essential. The Project Team has
taken a strategic approach to
defining the grant amount per
property, considering factors such
as the size of the property, the
complexity of the conversion, and
the anticipated benefits to the
community. When all combined, The
London OTR-CFIP provides a unique
framework to facilitate vacant office
space into residential units; by
integrating a full spectrum of
incentives and setting realistic
targets, this program is poised for
enhanced success, ensuring it
effectively meets the unique
challenges and opportunities of the
real estate market.

The OTR-CFIP strategically address
multiple urban development
challenges faced by the City of
London:

e Vacancy Reduction. By targeting
Class B and C office spaces, the
program directly addresses the
persistently high vacancy rates in

the downtown area. This initiative
not only aims to decrease these
rates but also seeks to prevent
the economic stagnation
associated with long-term unused
urban spaces.

e Economic Revitalization.
Converting office spaces to
residential use is expected to
increase foot traffic and
consumer spending in the
downtown area, thereby
supporting local businesses and
services. This shift is anticipated
to catalyze broader economic
activities and attract new
investments into the city.

e Enhanced Property Values. The
program is projected to increase
the overall assessed property
value within the Downtown
contributing to the city’s
economic health and potentially
increasing municipal revenues
through property taxes.

The financial incentives structured
within the OTR-CFIP—comprising
feasibility study grants, construction
conversion grants, and application
fee waivers—are designed to mitigate
investment risks and lower the entry
barriers for developers. This
financial model is both robust and
attractive, ensuring that projects are
not only initiated but also completed
to a high standard. The allocation of
$10M from the Housing Accelerator
Fund underscores the City’s



commitment to making substantial
investments that are expected to
yield high returns in terms of
community value and economic
growth.

Through its implementation, the
OTR-CFIP is an evidence-based
program focused on:

e Targeted Residential Growth. The
program supports the City’s
Housing Accelerator Fund goal of
adding 2,187 units over three
years, with a specific focus on
adding 228 units through the
OTR-CFIP in the downtown core.

e Economic Stimulus. Preliminary
assessments suggest that the
conversion projects could
generate between $50.4M and
$90M in construction value,
translating into a significant

e Market Fluctuations. The success

of the OTR-CFIP is somewhat
dependent on broader economic
conditions. A downturn could
affect the real estate market,
potentially dampening the
enthusiasm for new residential
conversions.

Regulatory Hurdles. Ensuring that
projects move through the
planning and approval stages
efficiently requires continuous
oversight and potentially further
streamlining of municipal
processes.

Engagement. Continuous
engagement with developers,
residents, and business owners is
crucial. Their feedback is
necessary to refine the program
and ensure it meets the evolving
needs of the community.

economic boost for the city. To build on the current successes
e Social Benefits. By increasing and address potential challenges,
downtown residential density, several actions are recommended:
the program contributes to a
more vibrant, inclusive, and e Implement an effective
sustainable urban centre, aligning monitoring program to track the
with modern urban planning program’s impact over time,
principles that prioritize mixed- allowing for data-driven
use developments and active adjustments and scaling.
street fronts. Consider extending the incentive
programs beyond the initial
There are challenges and mitigation target area to include adjacent
strategies involved. While the neighbourhoods, thereby
program’s design is comprehensive, amplifying the benefits of
several challenges require ongoing increased residential density.
attention: e Strengthen the mechanisms for

community feedback and



Participation in the planning
stages of future projects to
ensure that development aligns
with the community’s needs.

urban decay but also sets a
precedent for sustainable urban
development. The City of London’s
proactive approach—through
strategic financial investments and

In conclusion, the London OTR-CFIP
represent a pivotal step towards a
dynamic and economically vibrant

dedicated program management—
ensures that this initiative has the
potential to significantly transform

downtown. By converting under
utilized spaces into homes and
active commercial environments, the
program not only combats current
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the cityscape, enhancing livability
and economic prosperity for all
residents.
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APPENDIX 1 - OTR-CFIP DELIVERABLES

The London OTR-CFIP establishes a series of deliverables in the RFP
outlined below:

Deliverable A: A mix of virtual and in-person meeting.
Deliverable B: Meeting notes and summary.

Deliverable C: Planning Justification Report.

Deliverable D: Review of existing financial incentive programs.
Deliverable E: Financial Incentive Program Report

Deliverable F: Development of a new grant program.
Deliverable G: The pro forma (financial feasibility analysis and
modeling)

Deliverable H: Air quality incentive program.

Deliverable I: Planning Application Fee Incentive Programs.
Deliverable J: Incentives beyond the Core Area.

Deliverable K: Comprehensive Report.
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APPENDIX 3: OTR-CFIP CONVERSION

REPORT
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aGILAHM

3.2 RANKING THE BUILDING

Lising the data collecied from the OTA Scorecand. tuldngs wil be clasified into an demifiable rasking system,
creating 3 seamined apgroach, discarding buddings that will nok convert or poreert easily and tarpeting Suldings
that are most recegtive 100 3 comeersion. Focus B an raduced times and efficiens usage of funds

THREE STAR:
Thraw $tar Building = 25-27 Point sccumalition

Saquae of Wisdged shapes Sulsing
Sty raily sourd = Concrete, Procastor Stimi or @ pomisisation of arry of these
Firm Mears - not sagging or showing signs of fatigue

asili ik ibarior — few iy of cracks in aslno: Aristas and o
Flat rasf with esther ERDIM o7 Moz rooe |mare resibent § less nsk of waber samage
b oo vt Bt 8 ok ol the bulsing

Exerioe cladding of beick or architerberal precast (or combination of both)

Mo major chalerges adsing rew Mach such is Aol Top Usits (NILG
Elesetors cererally bcated

Minimum 2 stairssbs ot ppeiite ands of the buising

£ avaiahle

r 150 Jliria sk ol d b oraariayg b ardoras mater s

1l ok need o botof £fTOrT I Separas sty commenal o et nom reskdential mace
FAiriaT, 25 Prinia acoama MisE, iors ot S satsl 7 PoiTts

el 10 OTH Seosetand

3

TWOSTAR:
Tz Star = 1728 Points scumilation

Rectangies or L shaged bulkling of better

Seructu ra da rrwed frem C o of atrueturad block, st & concrate o bettar
Firm floaovs — not sagging or shorwing Signs of fatl pue

Wi e roid b = i e g of buiidhng stra, dafacisg of sxtacior inkiban, brick fece Spalding
in ocaiead armas

Flat roof with TFD or Asphalt Aolled mem brane o betier

Wil oo 5l Dot 3 wocha ol the bulsing

Experior chiding of ekher Sding or EFS or any. Al Sding, EIFS & Brick
Pis major challanges sdsing new h such as Anef Top Lisits (RTL0
Elesrrioes rat locyied cenirally

Minimum 2 slsirwely at cppoite andy of the bulsing

Mo onsite parking yea fabils

Contructad prior 1o 1980 [greater rik of dhiemsering harerdow matesias]

Fay reed some eflor bo separate ary commencial or resall from residential spaoes
WARTA LT Fainls dioame aled, o pie e natal 17 ol

Reter 10 TR St

Gty ol Lasnden OTE - Corrairibon Rapsil - ps 200801 n

ek ot e B, Tosaras, G b

ARG | s gl arnge oo

A=A

PART C: SERVICING & PRACTICALITY

oz ju: | 04 O Whare than 4

How mary Elesanons dnes the building horee? O

How are the eleains orienied sithin the bulidng sinciuse?

Otanteally 2
Dl acsint 15 an etiricr wal 1
Harwd mary 1530 well doas the BUkting hawe? Wl 2 maleasels 2
(=K} oz Oz (=] O stigre than &
Clai opposie ends of e bulding from each ather 1
Doas B buidirg haee ary vl lasle gaceng within the sragrty Owe  jasy Owed 1)
Iines?

" Befare 19807 1930 o After?
When s the Bulding consiruced? s o 4
|lslhrwldlrshr':nlﬂ'wwalnr |I:h-n L | L |
Dows B buld g hirws retal space attachad bo it filon or OYES  fosh oma il
regauaral?
Wil e basdding need fo e separated between residental spooe OvEs sy Oma iu
and commurcial [ rets| spacw ss part of the comaniion?
PART C:
|'I'nla| Possible Points | 10 |l’nla| Actual Points | |

Mt Figeires & imum seeee of 5 1 pads Pa

Gy ol Ly TR — Corrairibes sl — Ap 207401 B

o ot e s, Tokare, (14 R B | (L] ABETTE | s glarmgros gcorm
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anE STAR:
Core Sz = 14-1€ Points axcumalation

Aactangies or U-L sheped buiking or batter

Seructu re derived from Combination of siructurd biock, sieel & condeie or beiier

Firrm Noars - ol sagging o sowirg sg of latipes

Weathensd esterion —visibie Sgns of bulding stress, defaciag of xbarier finkhes, brick tace Spalding
Inlocalzed areas

Flal roof with TPD or Asphah Anlled rrasbrar o Satler

Veiradoaas o at et 2 sioes of the bloing

Extarior cladding of aither Sding or EF3 or any of Sxhng, EIFY & Enck

Chalbanges expected adding new Mechanical equipment such a: Roof Top Units §ETUI

Eliators ol locald cntraly

Minbmiam 2 staireeds nof Hocabed Demienienth (ne-work reguined to satisy By-bwaCodes]
[ e
Consvuded priorio 1980 |pregte
1u curnmtly oo piud

May resed some eMan to separate ary commerdal of resyl from resdential space
Prdrv 14 Pobers accuswaianed, Tron possiive st 7 Foart

Ratar 1 OTR Scoescard

kol dhcorsering hoando us materkals|

4.0 EXISTING CONDITIONS REFORT
Completing 3 serkes of Invest ESVe reROTLs on B0 exFTng bulMIag prioe to undertaking 3 comension fram oifice 1o
FESOETI PACE S IMPIITANG for several reasons

A BuRding Srsessmant: J5ters the s ructaral Iviegriny, condiion, and suitahiity of the buliding for
corwersion, Uacower any patestialy bagardous maierials. Frovide deialled information aSout the
bulking's Toundation, laad-bearing capacity, slecirical ssiems, plumiisg, HVAL, and other emsenill
companents. This assessment helps Kenity any potenill issues orimbations that may arise during e
corwersion process and enables proger plasning and mitigation sirategies.

B Compllance with Rigulsbion: buldisg codas, moning ragulations, and cther lagsl resuicements. Thiy
provide an undarnilanding of the Bulding's curent it and idestify asy recaiary modification or
upgracas needed b mest el darbiel building ibasdarndi This belps previsst kgl iscs, peni B, asd
dilay in lha coswsios procesi.

€. Cot Eatimistien: uncirear any hidkim probler o deficienc s S mery recuine additiosal irasitmmnla
Thin sl for proper badgeting and nosncs aliocalion, misimiing e rik of unespected wgemsor
cai crenrruns uring the cormnios precei

0. Rigk Basesoments ety any emeronmental Razands, sructuryl weskaesses, 0f s21ety CORCES that may
o rigkot 10 fugane residents. This informanion enabies te deseiopm ent of ApRropnane rsk maragemant
phars and sirvegies be engune The safety and wel-beng of ecoupams.
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PART D: OVERALL 500RE & RECOMMEMNDATIONS:

Part A — Aciual Points
*  Mimimum S reguired

Part B —Actual Paints
s iR 2 Pl

Pan £ - Actsal peints
» Blimimum G reguiced

Total Actual Peins from Parts A+ B + C

Meimirmum mumber of 1otal peints required from Parts & + B+ C oo 14
recomesend moving ferward to FHASE 1 of the Existing Bailding
Conditiens Survey

Building Classification:
* 34 =28 Paints = Three Star

& 17 - 23 Points = Two Star
& 14 - 1& Paolnts = One Star
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4 =ILAIM

E. Dasigsand Layost Planning: imigs b mio the bul king's eanting layoul, spece uliiton, asd desgn
pmabi e, Toey sasist in determining the optimal swe of avaiish b space, denlitpng potentel aon for
improeermant or modfication, and incorporatisg reosuery e rnities and fntures for sesidamial
purpiey This bales i creating functional end dasinebb lving specic thilt met thi e di and
preferasces of feture reddents,

In summary, completinga series of imvesiigaibee repors on as existing buldng prier to undersakinga comversdon
from orffices to rasidensal space Is erucial far intorm ed deckion-making. fompkance with ragulations, Soairate cos
estimation, rik assessment, proger design & lavout planning and overall projeci feashilicy. i helps easune 2
successiul and seamiess coawersion process, ressliing in desirale residemital spaces thak meet al necssary
regquiEmEn

The folkewin g asessments are recommended

= Haoardous Materials and Sshitarcin
= Gaotechnical

= sl
= Mechanical & Becirical
= Fura Lita Safuty

= Emweloge & Energy
= Ekaios. Ui, Escalatoes

4.1 HATARDOUS MATERIALS & SUBSTANCES ASSESSMENT
Comduciing 2 Harardous Waierials and Substance lvesi gaiion of an extifing buildng belon sy it
darresition B s cracial for several ressare:

= Bafety Precavilons idemiifying and assessing Razardous subances such a5 asierios, lead pairk, mold, o
ather comtaminants in the bl ng heles In mslementing peoper salety meassres o protect the health o
WAITkETS, Ry rasigents, I the sriranmens during demalition.

= Complince with Riguleion: Miny |udetioni bine repuleton asd L govming Be hesdiog and
diiposal of hirded By Lan Vi s L with thass
ropultions and svoid potertial gl skt

- MR Knowing the et it abiorwi for tha ala
comprehamibee thik managemant plas. Teh indudin propar Banding, costanmnt, remowal, and diposal
of tha subnta e to prevent anpevars and contamination.

= Cos Estimatien; Ideniifyiag famrdows subsiances early on heles in estimating the costs sssocieed with
thsr remenaal ard dispasal. This isfarmation b esssatial for budpeting asd planring the demolion sraject
efectively.

ity o Lomsen OTR - Corrarbon Prepen -
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= Ersirosmental Frobisction: Hacardous ibsbsces cn have log-linm nigath ispacts o th
wrwirarement If not hirdisd sroparty. Conducting as halgi in i
enntamizaton ard eraurng recotsibi dopusal practicn.

Thesee are severa| haraemiows wsstances that mist be idestified and amessed before 3 bullding can Begin to plas
e demalilon phase.

SOMTeE COMIMON ERTIS Inchide

= Sabsstor fabevio-conts ring matensty sens com menky used in corstnaetion bafore it heaith nsks were
leneram, typically b kg conitructed priot 1o 1980 Diturking sibeites during demebtion can relaase
harmiul Sbars ints the s, poiieg srious heals bk o thow eqoied.

= Lead-Baped Faint: Buldings corminacied Sefane 1578 may costain lead-tased paisk, which can be.
hidirdcas b dliburbid. Lasd seperiuir can lad b serious haath s, sipecialy i chikdns and
sl wrran

= Mokl Moksture swes in belldings can kead to mokd grawih, which can cause resplsatony groblems and
ather healih bsses. Mold sgores can become akrbome during demoliion, posinga risk e warkers and
neavty nesigents.

= Poiychierinated Bipharyls (PO2a): PC2s mere commanly urad in Bulkdisg matariah, such o mukston and
cinaliinyg, barfors Bairg harned dus ko ter ioodeity. dntilying asd propery and ing POS-cosbiining
materkals is crudal beprevent esviresmensal cemamiralon.

= Whercury Meroery-ooncaining desives, suchas thermos o, swhohes, and fuosescerd light tubes, mary be
Erriast in olkder bulidings. Marcusy eszoine can haee Barmiul affects on b mas Beaith asd the
wrdrarman.

= iPwticidie i nd Herbicides: Buildings used for sgricuitural or industrial purpeiem may contan reudue of
westicides and heshicides. Proper keniification ard handing of these substanres are extenilal o prevent
exposure during dermoltien,

= Chamical Contaminastic ndustial buidings or laboratcri miy have dored chamical fat can be
hizardeus if raased during demolition. iderfang end sy dposng of Sese coemicals b imeontant
for marivar srbaty and arvirosmantil pretection.

Ideralying and assessing these hardow swibsiances before demol ios is cruckl jo ensure the safety of warkers,
nEarty rEssears, 3 the arairasmens. Proper hasdiag and dBpssal of these sUSSIances ans emential 1o prewsst
hiadth risks and durirg procins.

4.2 GEOTECHNICAL ASSESSMENT

This parpoas of 3 Geatechaicsl VEstigation |5 to detarmine the sallard grourdwater conditions in the anes of the
proposed and provide p ¥ protactnical [ dations for she senvicing.
fousdailons, Aioar dabs, asd preement design. This becomes ewen mare Inpariars H there are o be streciurl
changss o the exfsting Structire.

Gy of Lo TTR = Cormrsion Reper
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Tha datay Troe tha rinzuet thart is rreset relreant i tha alowalsle sail
bairing praisure. This i ramabisr dabarminas the ips ol Bia varos ootings (mills, cohmns, st2 | “Lasd Basring
il L™ e based on difenmt mate el deefication of sils which in addtion sotbe dicmabie vertieal
Housdation peesiurs ischecas th labarsl biiring prakire and B Lt nsl il ig risbbisos |Li, eoaflicant ol
friction].

Since budding faundation repeirs are tycally sery esperehée, If 0oz impeactical, the abil ity ansocied with the
Inkegrity and quatiy of the peotechnical investigadion report is critical to any comstruciion project

It i morted that 3t the time af 5 Gasherhncal |rwesSEation thare il probably 5ot b 3 FeRminan O Concermia
desigas for the ske, and thus the Geaiechrical lsvestigation is beisg compleied for due diigence purposes in
determine if tae st is penera by sutatile far sesslpmentand to highbght any patential ksses4rom a gestacanical
perspectise. Addional geotechaicyl work may be regured once the she desigra have been firalied,

Geotechnical Ineestigation Reparm shawld inchise iNspactions aad basing 353 Minimem on The flcsing hams;

= 5ol Condmons

= Groundwatsr Cosdtions

= Stz Preparation

= e Senvicing

= Escination and Damilaring

= Foundation Cesign

= Concreie Shi-on Grade Foors
= Pasemen) St

= Curbs and Gutber ard Sdewale

‘When considering the cost of 2 Prediminary Gegiechrical lsvestigaiion Regort there ane several Tackors b conshder:

= Heighkof thesusting bl ngs. Higher loaded mahstorey b i ngs wll requine deeper boresales

= Preesce of undergrousd parkisg wructoras This sl abio dictane deepes borshclas b srsurs the
ivaitigation sxirdi bkaw the faurding dipths

= Sitw scres convireni. In @ domntomn keeation, & might be recesiary 1o sdvancs some urcholes within
®hur b ment vl of an edating strecture, which wirskd genarally recuire low-claarancs deill rigs mhics
doai iscrisia the duribios of tha wosk

= Deparding on the location of the Buildings., it should be coraidered to combine me Neldwons fram
mudtizhe iites, 1o recues tha mebibzation et for eanrying oul macS imsstigation separstely, srovidisg
o et ia g

4.3 STUCTURAL ASSESSMENT

Baforu slarting & cosvirilon, & therugh itruetunl asesiment of thi baiidng should be cord ucted 1o datirmize
any modifcations s nmded to wpport the chasge. Thes msssmant wil bale idersiy any petential hsue with
Inad-bearing walk, foundetons, or strectural intagrity thirt may nned to ba wddeessed durisg the comveion
procas.

ity o Lo TR — Curorhen Fragdil — 4p- 207441 18
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In puseral, structursl corvarion from offics s pecs b oeidenmial space & uwally fne dezending os waious facton
including when the orginad itruetuns mis beit, T of cassiruction and rabariab. O edditional by iben cors
derm be frusburs ftatier i be for snttetes or for scousties|.

WhE It comes 10 lsding. ressestial losding i3 Jess than oAce [with 3 few esceptianal:
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APPENDIX 4: FINANCIAL MODELLING

A simple financial pro forma for a building renovation project starts
by estimating how much the building costs to buy and how much
the renovations will cost. This includes expenses for materials,
labour, and any necessary permits. Then, you estimate how much
more the building will be worth or how much more rent you can
charge after the renovations are done. By comparing the total costs
of buying and renovating the building with the expected increase in
value or rental income, you can see if the project will make money.
You also create a timeline to show when you’ll spend money and
when you’ll start making money, helping to ensure the project is
financially viable.

Key Assumptions for Financial Modelling:
e Loan To Value Ratio: 65% (financial institution funds 65% of
project, owner funds remaining balance).
e Loan Rate: Assume 8%.
e Loan Term: Assume 1 year (12 months).
e Average Unit Size: 700 square feet.
e Rental Revenue: $2.5 per square foot.
e Construction Cost:
o 70% of new build construction ($450 per square foot)
o $315 per square foot average construction conversion cost.

Other Costs:
e Development Charge Fee: $20,777 per unit (if applicable)
e Parkland Fee:
o $2,200 per unit (less 75 units per ha)
o $1,250 per unit (75-150 units per ha, if applicable)
e Building Permit Fee: $3.54 per square metre
e Construction Management Fee: Assume 1.5% of construction
budget
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Incentive:

e Construction Grant Fee: $40,350 per unit
e Study Grant Fee: $80,000 (per property)

Table 1: Pro Forma Scenario — Without Incentives

Project Example (15 Unit 50 units 100 228
Units 15 50 100 (107) 208
Building Floor 1, 5 5 35,000 75,000 160,000
Area (sq.ft.)
Potential Soft
Costs*:
Technical
. $80,000 $80,000 $80,000 $80,000

Studies*
Development 4211 655 $1,038850  |$2,226,107.1  |$4,749,028
Charges*
Parkland Fee* [$18 750 $62,500 $133,928.6 $285 714.3
E:;lf"”g Permit les 4531 $11,510.3 $24,665 $52,618.6
Site Plan Fee*  |$2,225 $4,815 $9,043.6 $18,029.3
Total Soft Cost |$416,083.1 $1197,675.3  |$2,473,7442  |$5,185,390.7
construction ¢ 207500 [$11,015,000  [$23,625,000  [$50,400,000
Cost (base)
222[ City Soft ¢ 116,083.1 $1197,675.3  |$2,473.7442  |$5,185,390.7
Construction \¢/ 4 61250 $165,375 $354,375 $756,000
Management
Total Project
ot $3,773195.6  |$12,388,050.3 |$26,473,744.2 |$56,341,390.7

[0)
65% bank $2452,477.1  |$8,052,232.7  |$17,194,527.5 |$36,621,004
Financed




APPENDIX 4: FINANCIAL MODELLING

Table 1: Pro Forma Scenario — Without Incentives

Cost to Borrow [$196,206.2 $644,178.6 $1,375,562.2 $2,929,752.3
Total Loan Cost

f;’r;moa” Ot 1$2 6487833  |$8,696411.3 |$18,570,089.7 |$39,551,656.3
Down P

own Payment ¢4 922.9 $2,072767.3  |$6,430,4725  |$13,778,096
(Owner)

Total Developer

o $1467212.1  |$4,814,6212  |$10,279,778.9  |$21,893,239.1
A

nnual $315,000 $1,050,000  |$2,250,000  |$4,800,000
Revenue

Gross Revenue ¢4 793 8 $405,821.4 $874.437.8 $1,870,247.7
(after loan)

ROI (bank 4.5% 4.7% 4.7% 4.7%
financing)

Developer 0 0 0 0
Leveraged ROl [P1% 8.4% 8.5% 8.5%

Total Proj

otalProject  l¢- 931966 [$12,388,050.3 [$26,453.119.2  [$56,341,390
Cost (with fees)

City Soft Cost .o, 9.7% 9.4% 9.2%

(% of project)

Incenti

neentive $2.886,015.8 |$9,649.864.5 |$20,678281.1 |$43,356,226.3
Project Cost

Incentive — — 1y3 5 22.1% 21.8% 23%
Impact (saving)

Viability Non-Viable Non-Viable Non-Viable Non-Viable

D
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Table 2: Pro Forma Scenario — With Full Incentives

Project Example|15 Unit 50 units 100 228
Units 15 50 100 (107) 228
Building Floor 1, 5 55 35,000 75,000 160,000
Area (sq.ft.)
Potential Soft
Costs*:
Technical
Studies* 0 0 0 0
Development
Charges* 0 0 0 0
Parkland Fee* |O 0 0 0
Building Permit 0 0 0 0
Fee*
Site Plan Fee* |0
Total Soft Cost |0
construction ¢ 307500 |$11,025,000  |$23,625,000  |$54,400,000
Cost (base)
Total City Soft 0 0 0 0
Cost
Construction
$49,612.5 $165,375 $354,375 $756,000
Management
E(z)iatl Project $3,357,112.5 $11,190,375 $23,979,375 $51,156,000
[0)
6.5/0 bank $1,788,710.6 $5,962,368.8 [$12,776,504.5 |$26,788,542.9
Financed
Cost to Borrow |$143,096.9 $476,989.5 $1,022,120.4 $2,143,083.4
Total Loan Cost {$1,931,807.5 $6439,358.3 $13,798,624.8 ($28,931,626.3
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Table 2: Pro Forma Scenario — With Full Incentives

Down Payment ($393,412.5 $1,311,375 $2,819,089.3 |$6,462,857.1
I:zil Developerleca65004  [$1788,364.5 |$3,832.209.6  |$8,605,940.6
g‘r):jttr“a'on $605,250 $2,017,500 $43232143  |$9,942,857.1
New
Construction [$2,702,250 $9,007,500 $19,301,785.7 |$40,457,142.9
Cost
New CostTo  \¢1/3 0060  |$476,989.5 $1,022,120.4  |$2,143,083.4
Borrow
Other Soft $49,612.50 $165,375 $354,365 $756,000
Costs
New Total

. $2,894,959.4 |$9,649,864.5 |$20,678,281.1 |$43,356,226.3
Project Cost
Annual $315,000 $1,050,000  |$2,250,000  |$4,800,000
Revenue
Gross Revenue |11 9031 $573,010.5 $1227,879.6  |$2,656,016.6
(after loan)
ROI (bank 8.9% 8.9% 8.9% 9.2%
financing)
Developer o o o 0
Leveraged ROl |2 32% 32% 30.9%
Viability Viable Viable Viable Viable

Table 2 introduces two financial incentives which reduces the project cost. The
construction conversion grant has a leveraged effect of reducing the financial
borrowing costs which further reduces the project costs. The pro forma shows
the sensitivity of interest rates, as well as, incremental city soft costs. The
waiver (elimination) of select city soft costs has a material impact on project
viability.



APPENDIX 5: PROPOSED EXPANDED
DOWNTOWN OTR-CFIP BOUNDARY
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APPENDIX 6: EXPERT CONSTRUCTION
COST OPINION

! 3 IE = I-I-I 36 Nnﬂhlir_gf:r;ti?gs

M4B 3E2

May 13, 2024

To Whom it may concern,

Re: Office Conversion Cost vs. New Construction - City of London

Gillam Construction Group Limited is a multi-disciplinary construction management firm. We are writing to
demonstrate the current market trends in cost as it relates to existing office to residential conversions.
Generally speaking, converting an existing building versus building from the ground up is typically about
30% less.

As a range, we would typically see a conversion between $315 - 5375 / sf with an assumed average cost
of $350/sf. In a new building, the risk of unforeseen conditions is significantly reduced, and we would see
a range of 5425 - 5500/sf depending on the finishes.

Please feel free to reach of if you have any.

Regards,

(4

Chris Bell

Vice President - Preconstruction
Gillam Construction Group Ltd.
416-455-7336

chell@gillamgroup.com

e



APPENDIX 7: EXPERT AIR QUALITY
INCENTIVE PROGRAM OPINION

ALIEAM

February 21%, 2024

via: Email
Urban Insights Inc.
Waterloo, Ontario

Attention: Ryan Mounsey
via: email ryanolivermounsey@outlook.com

Re: CIP City of London, Air Quality Improvements
Dear Ryan,

Regarding our discussions about introducing incentives for air quality improvement through the office to
residential (OTR) conversion process.

It is Gillam's opinion that generally, the majority of the Mechanical equipment will need to be updated or replaced.
ltems such as Chillers and Boilers are often undersized when it translates from office to residential. Additionally,
regarding HVAC servicing, at best, only main lines will remain such as a the Make Up Air (MUA) shaft. Lines that
branch from the original supply line will need to be new. It is assumed that in most cases the building floors that
are being converted will be stripped back to the exterior walls and all new rough ins will be required.

Based on the OTR scorecard, which will identify basic issues, such as windows and roofing and relying on the ex-
pert detailed Existing Building Reports any advantages for improved air quality will be managed during the design
and construction phase of the conversion process.

Regards,

jdv%éff

leff Collett GSC / LEAN
Project Director

Gillam

330 Trillium Dr, Unit E
Kitchaner, ON N2E 312

C: 289-257-6676
jeoliett@gillamgroup.com

36 Northline R+d, Unit 3, Tororto, ON M4B 3E2 416.486.6776 ‘-_!

www.gillamgroup.com




APPENDIX 8: GENSLER OFFICE TO
RESIDENTIAL BEST PRACTICE SUMMARY

Founded by Arthur (Art) Gensler, Gensler is a global architecture,
design and planning firm with 53 locations across Asia, Europe,
Australia, the Middle East, and the Americas. Gensler is
headquartered in San Francisco, California and is the largest
architecture firm in the world by revenue and number of architects.
As one of its emerging areas of expertise, Gensler has developed an
algorithm that accelerates the process of offices for residential
conversions. Gensler has worked in several large cities and is
considered an industry leader in the office-to-residential
conversion field.

A summary of key findings is provided below and provide a
framework for the City of London:

e Gensler has developed an Office to Residential Conversion
Algorithm based on a weighted criteria of: 10% site context 30%
building form 30% floor plate 10% envelope 20% servicing.

e Gensler has analyzed over 1,300 buildings in 130 cities.

e 30% of building will be suitable for conversion.

e The construction period for conversions is 50% less than
equivalent ground-up buildings.

In addition to these findings, Gensler studies from other cities

(case studies) include:

e San Francisco:
o |n 2022, studied 36 buildings in downtown San Francisco.
o Found 12 candidates that rates well for conversion.
o The ratio of buildings to possible candidates has been
consistent.
e Toronto:
o 70 office buildings have been assessed with 25-30% as
candidates for conversion.
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RESIDENTIAL BEST PRACTICE SUMMARY

o City of Calgary:

o Calgary had a vacancy rate approaching 35%.

o Used algorithm to score 6 million square feet of buildings in
the downtown.

o To date, 5 office conversion projects are under construction
and 10 more in development.

o The office conversions will increase the residential units in
the city’s core by 24%.

o Using data from CoStar, Gensler supported $75 per sq.ft.
incentive program with zoning amendments to make
conversions an easier process.

Data reveals only 25% of buildings scored make for suitable
candidates for conversion.

Office conversion results in 30% lower cost than new
construction.

Links:

Gensler Office to Residential Services:
https://www.gensler.com/office-to-residential-services

Gensler findings:_https://www.gensler.com/blog/what-we-
learned-assessing-office-to-residential-conversions

San Francisco Conversions:
https://www.gensler.com/blog/office-to-residential-

conversions-revitalize-san-francisco

Toronto Conversions:_https://toronto.urbanize.city/post/closer-

look-genslers-ambitious-plans-office-residential-conversions
Storeys Interview with Steven Paynter:

https://storeys.com/steven-paynter-gensler-interview-office-
residential-conversion-adaptive-reuse-algorithm/
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APPENDIX 9 - ENGAGEMENT RESULTS

In order to guide the findings of the report, the consulting group
required a better understanding of the issues, challenges and
opportunities associated with developing property in Downtown
London. Survey criteria pertained to the core areas of Downtown
London including Old East Village and Midtown, while prospective
sites were classified as B or C vacant office buildings.

Interviews with key stakeholders including real estate developers,
community leaders and local government officials took place over a
2 week period of time. The goal of the interviews was to find
innovative solutions to maximize the potential of these
underutilized properties.

Interview Questions:
PROPERTY OWNER OFFICE TO RESIDENTIAL CFIP SURVEY

Do you have vacant office space?
How much square feet / floors of vacant space do you have?
How many buildings have vacant office space (if applicable)
What challenges do you have or face with vacant space?
What are your short and long terms plans for the vacant space:
What are your thoughts on converting office into residential:

a. Notinterested

b. Want to learn more

c. Interested

d. Ready now

7. Are you willing to convert vacant space into residential?

8. How many units do you think can fit within this space?

o oA Wb
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9. Do you see adding residential to the core area helpful to the
core?

a. Y

b. N

c. comments
10. What incentives would make this attractive to convert into
residential (select all applicable):

a. A technical study grant to determine if you building can be
converted

b. A cash grant to fund a portion of affordable housing
conversion construction cost

c. New energy efficiency / sustainability improvements

d. Other
11. What minimum amount of funding would be helpful to convert
vacant office into residential:

a. Add value

b. Do not know

c. Would like to learn more
12. Do you think adding more people to your building would be
helpful for your retail/ground floor space?

a. Yes

b. No

c. Not applicable
13. You would like to be involved with future updates and
engagements with the City of London Office to Residential CIP
program.

a. Yes, add email:

b. No thank you
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Survey Responses:

Based on the collection of responses from key stakeholders, it is
evident that vacancies are an increasingly common concern, with
many respondents discussing the high vacancy rates among B and C
buildings. Survey respondents also identified risks associated with
renovating and repurposing older office buildings for residential
use, recognizing the costliness of remodelling older buildings to
meet current codes. There were also concerns that partial
occupancy presents issues with development, as performing
invasive construction causes disruption to tenants and office
workers.

The safety concern of Downtown London was also heavily
communicated, conveying that many potential residents are
reluctant to live in a place they do not feel safe. Survey
respondents noted that their short and long term plans involve
conversions, however developmental costs, parking concerns and
regulatory compliance with CMHC generates reluctance. The
majority of respondents (64.3%) expressed willingness to convert
vacant office spaces into residential units, but noted that they do
not not have the resources or capacity at this time.

Respondents also mentioned affordability as a hindrance to
conversion. Some developers stated their conversion capacities
range from one to two commercial buildings with 150- 200 units.
However, older buildings are much more difficult to convert from
office to residential. Challenges include aged infrastructure,
outdated HVAC systems, windows, floor plates, plumbing and
parking.

e
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In order to incentivize conversion from office to residential, survey
respondents recommended the following:

e Grant-funded technical study to assess the feasibility of
conversion.

e Cash grant to bridge the funding gap and make the project more
financially feasible Municipality to fund a portion of conversion
construction costs; cash grant would enable the project to
succeed.

e For projects to gain momentum, many agree that improvements
to energy efficiency would make this space more attractive to
convert into residential.

e Endorsement to cover energy, development and tax costs.

3a. Are you willing to convert vacant office space into residential units?
14 responses

@ Not interested.

@ Interested, but not ready yet
) Ready now

@ Need to learn more

Depending on the incentive, would you be interested in buying / acquiring a vacant building and

convert into residential units? Y/N
12 responses

® Yes
@ No
@ Maybe
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Do you think the a conversion program will be helpful to add vitality to the downtown?
13 responses

® Yes
@ No
© Maybe
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