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Understanding opportunities for conversions of
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The Canadian Urban Institute (CUI) is Canada’s Urban Institute.
We are a national platform where policy makers, urban professionals,
civic and business leaders, community activists, and academics

can learn, share, and collaborate with one another from coast to coast.
Our mission is to support vibrant, equitable, livable, and resilient cities
in Canada through research, engagement, and storytelling.

This report builds on CUl's work on the recovery of downtowns with
particular attention to the impacts of COVID. This project is completed
in partnership with Gensler Architecture & Design, Turner Construction,
University of Toronto School of Cities, Kilo Lima Code,

James Alberding consultant, Pam Kapoor writer | engager | facilitator,
University of Calgary School of Architecture Planning and Landscape
and Center for Civilization, and Scribe Technical.

This project is one of many National Housing Strategy

Solutions Labs funded by CMHC. Solutions Labs provide funding
to stakeholder project teams to examine persistent, complex
housing issues and rapidly develop potential solutions.
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CUI acknowledges the Indigenous Peoples of all the lands that

we are on today and acknowledges the importance of the lands,
which we each call home. We do this to reaffirm our commitment
and responsibility in improving relationships between nations and
to improving our own understanding of local Indigenous peoples
and their cultures. From coast to coast to coast, we acknowledge
the ancestral and unceded territory of all the Inuit, Métis, and
First Nations people that call this land home. We continually seek
ways to reflect and acknowledge the harms and mistakes of the
past and to consider how we can collectively move forward in a

spirit of reconciliation and collaboration.



INTRODUCTION

BACKGROUND AND METHODOLOGY
UNDERSTANDING BUILDING COMPATIBILITY
POLICY REVIEW

MARKET SCENARIOS

OPPORTUNITY IN SIX CITIES

KEY FINDINGS AND RECOMMENDATIONS

ACKNOWLEDGEMENTS

APPENDICES



INTRODUCTION

Prompted by CUI’s work on downtown recovery
in response to the impacts of COVID-19, the
purpose of this work is to understand the
opportunity that vacant and underutilized office
space presents for making downtown districts
across Canada vibrant, equitable and
sustainable. Office conversions offer the
potential to play a key role in the revitalization
of Canada’s key downtowns, creating more
complete communities by increasing housing,
adding new uses, and bringing more people
to the core.

Changes in work patterns and locations ush-
ered in by the pandemic have resulted in what
could be permanent alterations to our down-
towns. Office occupancy — the number

of people returning to work in downtown
business districts — is still well below
pre-pandemic numbers, and office vacancy
rates are high or increasing in many markets.
At the same time, the demand for housing is
high in most urban areas.

Using a variety of methods, this work evaluates
the potential for the adaptive reuse of aging
office stock and vacant space to increase
Canada’s housing supply (ownership, rental,
and supportive) while helping our downtowns
become resilient to future shocks.

CUI’s research establishes an evaluation
framework for considering conversions in a
variety of settings. This work is grounded in an
analysis of the opportunities for office conversion
based on past examples, policy readiness and
current potential in six cities: Victoria, Regina,
Winnipeg, Ottawa, Halifax and Moncton. In each
city, we found examples of best practices and
an inventory of office buildings identified as
feasible for conversion. These buildings
represent typologies that exist in cities across
Canada. These are also structures reaching
obsolescence — costly to maintain, inefficient,
and out-of-date.
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What should we do with the millions
of square feet of central office space
sitting empty across Canada?

While conversions can be complex, involving
a shift in business models, skilled trades and
financial resources compared to those needed
for ground-up construction, there is value in
considering conversions for a variety of
stakeholders. Developers can benefit from
quicker timelines for approval and completion
with similar costs for a retrofit than to build
new. For building owners, it can provide a
new or mixed form of revenue by transforming
an obsolete asset; and for those with a large
portfolio, like REITS or provincial and

federal governments, it can help achieve
climate targets aligned with ESG goals,

and support housing creation.

Despite the complexity that conversions can
present, our research demonstrates there
are benefits to investing in office conversions
in the appropriate location, under certain
market conditions and for buildings with

Understanding opportunities for conversions of office space to housing in Canadian downtowns

specific characteristics. Conversions also
support downtown revitalization to achieve

a healthier mix of housing types, diversified
tax base, 24/7 economy, larger residential
population, more sustainable built form

and the preservation of heritage buildings.
Additionally, the climate benefits of both
preserved embodied energy in the buildings
and the opportunity for building retrofits that
would result in increased energy performance
and longer lifespans for existing buildings are
significant.

The risks of not pursuing conversions
include a future loss of revenue to municipal
governments as assessed values and the
corresponding property tax decrease with

a decline of downtown economic activity.

In Calgary, for example, the downturn in

the energy sector in the mid-2000s led to a
downtown office vacancy rate of 30% and

a depressed downtown core. The value of
buildings and revenue to the City declined

so significantly that it became more costly

to leave empty buildings alone than to

invest in a solution. Through targeted
incentives (the first such program in Canada),
the conversion of offices to residential use

is aimed at bringing more residents downtown
to support downtown recovery and capitalize
on the buildings already in place. While the
success of this strategy is becoming clear,
Calgary’s experience also demonstrates

how important it is to act in a timely and
nimble way.
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What if we could increase housing supply
AND revitalize downtowns at the same time?

Similarly, our learnings reveal templates and
best practices to be adapted in a Canadian
context. While many cities around the world
have established processes and policies that

the market conditions, policies and incentives
that could be leveraged to create more
opportunities for the conversion of under-utilized
office space for a diversity of housing types.

e —

make office-to-housing conversions easier
and more appealing, Canada has lagged
in re-imagining and repurposing vacant

Among the six sample cities examined,
CUI identified millions of square feet suitable
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and aging office buildings. In the time that
Ottawa created 500 residential units through
conversions, for example, American and
European cities created thousands.

To identify the scale of the opportunity and
ways to mitigate risks and uncertainties,

this final report analyzes feasibility, barriers,
and enabling conditions; evaluates best practic-
es and supporting policies and programs; and
provides recommendations. This work guided
the creation of a scalable model for evaluating
conversion opportunities including five
hypothetical scenarios to assess conversions

in different contexts. These findings identify

for conversion to housing, and millions more
square feet of under-utilized office space
when adding the potential in other large cities.
In total, our estimates show a potential cre-
ation of 18,000 to 22,000 housing units in just
11 cities.

Our understanding of office-to-housing conver-
sions is evolving. Continuing to track trends
will be essential to finding where the most
promising opportunities exist. CUI's research
is a first step towards a Canada-wide initiative
that could drive the creation of new housing
and give a boost to Canada’s downtowns in
the process.

Canadian Urban Institute






PROJECT SCOPE

This project considers the opportunities for the

re-use of office space to provide necessary and needed

housing in cities across Canada. This work is both an
and a

to support the re-use of under-utilized office space.



OFFICE CONVERSIONS
AND DOWNTOWN
RECOVERY

This work builds on CUTI’s work on downtowns in 2021 to

explore the trajectories of downtowns and the effects of COVID.

This research revealed:

> Downtowns are on diverging trajectories;
some towards less affordability and diversity,
and others towards abandonment and neglect

>~ COVID and other threats to downtowns and
main streets provokes new questions and
a chance to rethink the outcomes of
downtown recovery - restoring to a pre-COVID
context may not be the best or only option

> Part of CUI's work on what it will take to
recover our downtowns includes exploring
opportunities to re-use and revitalize
under-utilized assets including vacant
office space

10 Understanding opportunities for conversions of office space to housing in Canadian downtowns

CUI's work in 2021 culminated in three

potential scenarios for the future of downtowns:

1) Disinvestment and abandonment

2) Escalating unsustainable and
unaffordability, and

3) A more hopeful scenario of recovery as a
means of increased diversity, resilience,
equity and sustainability.
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PROJECT
METHODOLOGY

This project is the culmination of an 11-month inquiry into office conversions resulting in an
analysis of building typologies, the scale of the opportunity across Canada, the policy levers
available, and the conditions that make conversions possible. Six Canadian cities were used

to demonstrate the scale of the opportunity in a variety of geographic and market contexts.

Victoria | Regina | Winnipeg | Ottawa | Moncton | Halifax

The following methods were used to evaluate the opportunity for office conversions:

Desk research and identification of + Devising market scenarios based on the
best practices conditions in 6 cities
Developing an evaluation framework - Creating a process toolkit to guide action on

conversions
Evaluating city trends, market conditions

and policy landscape in 6 cities + Calculating the overall potential across
across Canada Canada's large cities

Working in collaboration with + Formulating general and context-specific
Gensler Architecture & Design to evaluate recommendations

the building stock in downtown cores

Canadian Urban Institute 11



ENABLING CONDITIONS

TTTTTTT FF’FTT Desk research revealed four key enabling conditions that

make conversions a viable option for housing creation.
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While not all may exist in a city, there are ways to support

conversions through policy, programs and financial support.

Building Types Policy/Regulatory Context
Shallow floor plates, historic character, Policy support, flexible zoning, downtown
operable windows or ease of replacement, residential intensification goals, streamlined
_ = Bl T s updated or flexible mechanical systems development approvals; climate goals
_ — : and servicing, conducive building envelope
et ~ (not requiring a reskinning) Financial, Economic
B .: and Market Conditions
.Z ¢ Location of a Building Programs, incentives, market conditions that
. B Y Proximity to amenities, essential services; support conversion (high housing demand
T |'."':' separated from incompatible uses and/or high office vacancy, aging or obsolete

i

office buildings)




PRECEDENTS

Extensive research on case examples and best practices demonstrates the

opportunity for conversions internationally and in certain market scenarios

where high office vacancy, housing creation and downtown revitalization are

key policy goals. Although several contexts are decades-old, these instances

are not dissimilar to the impact of COVID on downtowns.

Canada

Ottawa
500 units since 2015

Halifax
200 units since 2019

Winnipeg
160+ units since 2020

Regina
65 units since 2013
(+ units in 1990s and 2000s)

Victoria
1 recent conversion

USA

Philadelphia
1,850 units since 2020
(similar in Washington DC)

New York City

59 buildings

and 12,000 units in

lower Manhattan since 9/11

Los Angeles
conversions of 14,000 units
since1990s

Europe

Rotterdam

300,000 m2 since early 2000s;
currently 20% of housing in NL
through conversions

London
72,000 units 2015-2020

In total, precedents show nearly 1,000 units in six cities
in Canada and 30,000 in just four U.S. cities

Canadian Urban |Institute s



BARRIERS TO OFFICE CONVERSION

The barriers to the conversion of office space are well-documented and reinforced

in our research and engagement. These barriers frame where the opportunities for

conversion exist. Our work focused on identifying which barriers are risks that can

be mitigated through policy and technical considerations.

Barriers and risks to consider:

Challenging building typologies:
particularly mid-century and later with large
floorplates, inoperable windows, curtain walls
and outdated systems.

Static business models: commercial
real estate entities resistant to move into
housing development, management and
operations

Site incompatibilities: residential uses
may not be compatible in areas of downtowns
where there are a lack of amenities such as
groceries, green space, schools, etc.

14 Understanding opportunities for conversions of office space to housing in Canadian downtowns

Housing moratoriums: policies that
protect office removal to the detriment of more
mixed-use environments

Soft market conditions: weak office
markets may not mean that the conditions exist
for conversion to housing

Lost revenue sources: municipal revenue
loss based on a higher mill rate for commercial
properties than for residential

Aging structures and systems:

older building stock suffers from poor energy
efficiency and deterioration; bringing a building
to the quality and standards of new construction
can be challenging

Lack of specialized knowledge
and skills: building trades unaccustomed to
conversion versus new construction

Unknown costs and inexperience:
there may be more unknowns in an office
conversion than new construction, and a lack
of experience in navigating these challenges
creates financial risk for building owners

and developers

Cumbersome policies and

building codes: regulations created for
new construction can be complex or rigid when
applied to changes to an existing building



EVALUATION FRAMEWORK

CUI identified the following four categories
for an evaluation framework.

Building @

Assets =
Office space as under-utilized asset @ Offices changing in Downtown intensification ® Mixed-use environments ® Heritage
characteristics and use ® Trends in adaptive re-use ® Trends in conservation ® Housing incentives Permissive land use
hybrid work ® Significant volume of leased but under-utilized space policies ® Regulatory flexibility

Technical | Equity and

Considerations L Environment Goals

GHG savings through embodied energy ® Energy efficiency
targets and energy performance improvements through renovation
Affordable housing goals ® Urban equity opportunities ® Leveraging
transit and other investments in existing infrastructure and civic
amenities ® Downtown investment and public health and safety

Costs of conversion ® Physical building characteristics

Building health and safety ® Innovative building technologies
Code requirements for existing buildings ® Financial partnerships
and new business models ® Economic spin-offs

Canadian Urban Institute 15



UNDERSTANDING
BUILDING
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BUILDING COMPATIBILITY
ASSESSMENT TOOL

Modelling performed by Gensler Architecture & Design
was used to identify the top office building candidates in each
of six cities evaluated for this project to understand potential

viability for further study to convert to residential.



BUILDING CHARACTERISTICS
AND WEIGHTED CRITERIA

Properties were reviewed qualitatively by
considering various property characteristics
and weighted accordingly based on impact
to conversion. This analysis was then used

to create standard building typologies.

Licensed brokerage data was used to filter existing

office buildings based on location, size, and vacancy rate.
In total, 30 buildings were identified by Gensler as possible
candidates, representing some but not all potential
candidates. 1

1 CoStar Group Platform used for property or office building selection.
Criteria varied between cities for two primary reasons:
a) Vacancy information not being available consistently in the
CoStar Database
b) Varying average size and height of buildings between cities.

Similarly, additional data may not be available in the data set and

limits to the number of buildings searched. Only buildings in Ottawa were
ranked for a vacancy rate of 30% or higher; for all other cities, vacancy
rate threshold was removed from criteria due to the lack of reliable data.

1 8 Understanding opportunities for conversions of office space to housing in Canadian downtowns

Building analysis was based on the following criteria weighted as noted.

Floor Plate
Window to core distances ranges between 24 to 50 ft with 40 ft
considered ideal. One elevator per 100 units considered desirable.

Building Form
Floor plate dimensions impacts on circulation, egress and unit
layout with rectangular floorplates most desirable.

Servicing
Conversion potential increases with existence of a loading area,
parking and a centralised mechanical room.

Site Context

Walk and transit scores assessed to understand compatibility of
building location as well as impact of surrounding properties such
as shadowing, view corridors and direct natural light.

Envelope

While facade replacement does not prevent a conversion,

it increases the cost of projects and extends project schedules.
Buildings with curtain wall systems are less desirable than those
with punched, operable windows.



BUILDING TYPOLOGIES

Using modelling and building evaluation, CUI created typologies to

identify building types that lend themselves to conversions. This technical

analysis enables us to understand the characteristics most desirable for conversions.
This process was based on review of the buildings identified as having potential

as well as completed conversions.

Brutallst ngh rlse Steel Frame High-rise Low- rlse Bundlng Herltage Mld -rise Challenging Mid-rise

Given the small sample size (30 buildings), findings here are representative
of the cities evaluated but may not be conclusive of all cities and buildings
stock, espeically in large cities.

Canadian Urban Institute 19



BUILDING SUITABILITY

Averaging of compatibility scores for buildings for each type are added to show
suitability. Based on this analysis, buildings over 80/100 are likely to succeed,

those scoring over 70/100 can succeed but compromises will be required. Those less
than 70/100 are unlikely to be feasible. Suitability and success will vary based on
individual building characteristics. Each typology is detailed in the following pages.

Brutalist High-rise | Steel Frame High-rise | Low-rise Building Heritage Mid-rise Challenging Mid-rise
score score Score Score Score

78/100 76/100 72/100 69/100 58/100

e
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BRUTALIST HIGH-RISE

Typically built in the 1960s-1980s of concrete and re-enforced concrete in the architectural style of
Brutalism. These mid-century buildings used the technologies of the time to create austere concrete
structures with few operable windows and smaller window to wall ratios than earlier heritage buildings.
Internal structural columns create some obstructions to interior layout. Buildings tend to be large in
floor plate since they did not require natural light for interior spaces. As these buildings are often in need

of physical and energy upgrades, they make up the bulk of conversions in the past two decades.

21 bUIldlngS were identified as 78/1 00

fitting the brutalist typology with an average

compatibility of 78 out of 100, the highest Avg Compatibility

of the five building types. Strengths of Floor Plate 6/10
these buildings include configuration of Form 10/10
floorplates, building form and context. .

The ‘podium and tower’ format of buildings Services 6/10
of this era lend themselves to conversions Context 8.75/10
with natural light on four sides. Envelope 6.75/10

Based on methodology created
by Gensler.

Images represent case examples of converted
buildings in their existing context.

Canadian Urban Institute



BRUTALIST HIGH-RISE CASE STUDY

Agency Art Lofts
1660 Hollis Street,
Halifax, Nova Scoita

The 14-storey Centennial Building at

1660 Hollis Street was built in the 1970s and
was one of Halifax’s first high-rise buildings.
When acquired by Sidewalk Real Estate
Development, the office tower was nearly 40
percent vacant having lost its tenants to newly
built Class A office buildings. The mixed-use
adaptive reuse project, branded Agency Art
Lofts, will introduce 100 new residential units
to downtown Halifax, coming in one-, two-,
and three-bedroom configurations with tall
ceilings, and features 75,000 square feet of
retail and maintained office space. Thirty-eight
out of the 100 units will be subsidized by the

province of Nova Scotia as part of a $1.9 million

deal to rent those units for the first 20 years at
20 percent below the average rate reported by
CMHC. The industrial feel, loft style, and
infusion of art differentiates the project from
the surrounding offerings. The project’s
estimated completion date is summer 2023.

22 Understanding opportunities for conversions of office space to housing in Canadian downtowns

Halifax’s new zoning removed parking
requirements for the site, which Sidewalk
identified as an enabling condition as they
would not have touched the building
otherwise. Sidewalk’s business model also
allows the developer to capitalize on the
niche market of commercial to residential
adaptive reuse. The developer is vertically
integrated with expertise for multiple stages
of the project from planning to construction
under one cohesive company instead

of relying on external contractors.

This business model makes Sidewalk
more competitive in completing

office conversions.

Source: Sidewalk Real Estate Development



STEEL FRAME HIGH-RISE

Typically built in 1990s and later, the common characteristics of steel frame

buildings are a higher window-to-wall ratio than the earlier brutalist structures

and a structural system of external column supports. As a result, these building

do not have interior columns that interrupt the space. Buildings tend to be large

in floor plate since they did not require natural light for interior spaces.

8 bU|Id|ngs evaluated fit the typology
of a steel frame buildings.These buildings
show strengths in floor plate, building form
and context. Steel-frame buildings modelled
have an average compatibility of 76 out

of 100, only slightly lower than brutalist
buildings.

76/100

Avg Compatibility

Floor Plate 6/10
Form 10/10
Services 7110
Context 8.6/10
Envelope 6/10

Based on methodology created
by Gensler.

| Gl -

Images represent case examples
buildings in their existing context.

of converted
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STEEL FRAME HIGH-RISE CASE STUDY

433 Main Street,
Winnipeg, Manitoba

Located in Winnipeg’s Exchange District,

a heritage area undergoing significant
revitalization, 433 Main Street was converted
from a ten-storey office building to mixed-use
residential by Alston Properties. The project
was completed in 2022. This adaptive reuse
features 80 residential units made up of

one- and two-bedroom units marketed as luxury
apartments. The only engineering component
substituted out was the mechanical system.
The building features three high speed
elevators, a fitness center, penthouse lounge,
in-suite laundry, and outdoor parking.

Winnipeg’s permissive downtown zoning
allows for a multitude of uses with zero
parking requirements and reduced carrying
costs from planning approvals to alternate site
regulations and performance standards.
Besides residential use, the building features
a single level of underground parking,
maintains one office level, and introduces Source: Alston Properties
a retail space at ground level.

24 Understanding opportunities for conversions of office space to housing in Canadian downtowns



LOW-RISE BUILDING

This typology is defined less by the era of building and more by the

characteristics of the building. These buildings tend to include lower

window-to-wall ratio than the heritage building or the steel frame building.

The buildings tend to be squat with large floor plates thus requiring more

area for circulation (hallways, elevators, stairs).

27 bUIldlngS evaluated fall into the
low-rise typology. Of the buildings modelled,
examples have an average compatibility of
72 out of 100, lower than brutalist or steel
frame buildings owing to larger floorplates.
However, the form and envelope of the
buildings provide strengths if the size of

the floor plate is manageable to allow a
conversion or if interior space can be
utilized for common amenities.

72/100

Avg Compatibility

Floor Plate 4.75110
Form 10/10
Services 6.5/10
Context 7.6/10
Envelope 8/10

Based on methodology created
by Gensler.

Images represent case examples
buildings in their existing context.

.
of converted

Canadian Urban Institute
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LOW-RISE BUILDING CASE STUDY

The Slayte
473 Albert Street,
Ottawa, Ontario

The Slayte, at 473 Albert Street, is an
eleven-storey former office building located at
the western edge of Ottawa’s downtown core.
The conversion to residential and commercial
mixed-use was carried out by CLV Group
Developments, starting in 2019 and completed
in 2022. The building features 158 residential
units, 6,700 square feet of indoor amenities, and
7,500 square feet of exterior rooftop amenity.
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The residential unit mix includes studio,
one-bedroom plus den, and two-bedroom
configurations. The fagade was altered slightly
to include Juliet balconies to introduce a more
residential feel while maintaining the existing
structure. High quality amenities include a
business centre, gym, and rooftop patio and
party lounge.

Source: Jennifer Barrett

26 Understanding opportunities for conversions of office space to housing in Canadian downtowns



HERITAGE MID-RISE

Typically built from the 1800s through the 1940s, these buildings' structural systems

were either masonry or concrete depending on the era of construction. Needing to have

an abundance of natural light, these buildings typically had high window to wall ratios

and high ceilings. Interior columns that provide structure interrupt the interior spaces.

Many of these buildings were converted into residential ‘lofts’ as their use for light

manufacturing declined in the mid-1900s.

16 bUI'dlngS were identified with
average compatibility of 69 owing to larger
floor plates and challenges of servicing.
The form and building envelope are
strengths, and the historic characteristics
and location of heritage buildings lend them-
selves to housing in core areas of

the city. Further, as many heritage buildings
have historic designation, demolition is not
possible and adaptive re-use must be
considered.

69/100

Avg Compatibility

Floor Plate 4.5/10
Form 10/10
Services 4/10
Context 8.25/10
Envelope 6.75/10

Based on methodology created
by Gensler.

-

Images rpresent case examples of con
buildings in their existing context.
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HERITAGE MID-RISE CASE STUDY

Wehwehneh Bahgahkinahgohn
450 Portage Avenue
Winnipeg, Manitoba

The iconic six-storey Hudson’s Bay Company
(HBC) heritage building in downtown Winnipeg
was transferred, in exchange for elk skin

and beaver pelts, to the Southern Chiefs’
Organization (SCO) in a high-profile act

of reconciliation. The First Nations-led,
environmentally conscious, adaptive reuse

of the former department store is called
Wehwehneh Bahgahkinaghohn, meaning

‘it is visible’. Once complete, the century-old
limestone building will feature a variety of
culturally appropriate commercial, institutional,
and residential uses. The main floor, designed
to welcome the public, will feature a museum
and art gallery exhibiting Indigenous history
and the repatriation of artifacts, a grocery
store, and the upcoming First Nations

Bistro Restaurant. The second floor will
house the SCO Governance House, its
property management office, childcare,
commercial spaces for First Nations
non-profits, and a dedicated space for

28 Understanding opportunities for conversions of office space to housing in Canadian downtowns

educational providers. The development

of the building represents the best of what
can be done with a building once considered
to have zero monetary value when the political
will and community interest are present.

Floors three to five will house 75 units each

for a total of 225 flexibly designed affordable
housing units from studio to three-bedroom
configurations, and the sixth floor will feature
90 assisted living units with 10 more geared
towards social assisted living with a full package
of amenities. Every unit will be visitable and a
portion on each floor are fully accessible.

Each residential floor will feature common
spaces such as shared kitchens, dining and
party areas, and a cultural room with a real fire.
The creation of these units is meant to make
up for the lack of high quality, safe, and
affordable housing for the First Nations
community in Winnipeg.

—
_'f!“..:fh!

Source: Southern Chiefs' Organization scoinc.mb.ca
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https://scoinc.mb.ca/a-new-future-wehwehneh-bahgahkinahgohn/

CHALLENGING MID-RISE

This typology was used to classify buildings that were identified but did not

easily fit into one of the other categories listed above. The buildings in this

category scored lower based on the five criteria established by Gensler hence their

description as “challenging”. Characteristics of these buildings include irregular

floorplates, a glazed facade and interior columns that follow the unusual shape.

Only 3 buildings evaluated were
in the challenging typology with average
compatibility of 59 due to unusual building
shapes or curtain wall systems. However,
these buildings have other positive
characteristics, typically newer construction
and services, as well as staggered floor
plates that could accommodate outdoor
amenity space and may lend themselves

to conversions on a case-by-case basis.

29 Understanding Opportunities for Office Conversions

59/100

Avg Compatibility

Floor Plate 2.5/10
Form 10/10
Services 7/10
Context 8/10
Envelope 3/10

Based on methodology created
by Gensler.

Iages represent case eXairT’]pIes of converted
buildings in their existing context.

Canadian Urban Institute
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THE POLICY
LANDSCAPE

Working with municipal staff, housing, and development
stakeholders, CUI evaluated the policy environment for
conversions in each of six cities. This analysis was used to
determine policy readiness and the extent to which conversions

could contribute to municipal, provincial, and federal priorities.



POLICY ANALYSIS

At minimum, analysis of policies and programs to
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MUNICIPAL

Official (Community) Plan

T E

Climate Action Plan

AR LR R AR AR
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Housing Plan, Heritage Plan, Office Policy

Downtown (Neighbourhood) Plan

City Zoning By-Law

FEDERAL/PROVINCIAL

National or Provincial Building Code,
Plumbing Code, Fire Code, Energy Code

Planning Acts and Provincial Policies

32 Understanding opportunities for conversions of office space to housing in Canadian downtowns



MUNICIPAL PLANS
AND POLICIES

Official Plan

An Official (Community) Plan can create the
right conditions for office conversions by
including policies that align with downtown
intensification, mixed-use, transit-oriented
development and downtown amenities.
Example: City of Ottawa’s Official Plan

Downtown Plan

Secondary to an Official Plan, downtown
(neighbourhood) plans provide more detailed
land use that can facilitate or stall office
conversions. Ensuring a mix of uses, amenities
and services that support residential growth as
well as permissive land use designations are
beneficial.

Example: City of Moncton’s Downtown

Core Community Improvement Plan

Understanding opportunities for conversions of office space to housing

Office Policy

An Office Policy can be a stop-gap measure
to over correction of conversions that would
limit the availability of office space. Providing
a threshold whereby conversions would cease
would create a balance of uses that meets
policy and economic development goals.
Example: City of Regina’s Office Policy in
Design Regina: Official Community Plan

Zoning Bylaw

Permissive zoning can support conversions
by allowing a change of use without zoning
amendments and by limiting approval
challenges intended for new development.
These include: removing height requirements,
setback requirements and on-site servicing
requirements that do not affect health and
safety in cases where the existing floor area
is retained. Additional measures include
reducing or waiving parking minimums,
creating a mixed-use zone that enables
multiple uses including those that complement
residences and allowing a vertical mix of
uses so a conversion can ‘pencil out’.

Streamlining of approval processes

such as removing site plan control or
development permit for conversions

has also been applied successfully.
Example: Halifax Regional Municipality’s
Regional Centre Land Use By-law

Municipal Housing Plan

Housing plans with key housing targets

and affordable or rental housing goals can
be instrumental in aligning with land use
plans to advance conversions especially
when linked to affordable, supportive or
transitional housing creation. Establishing
design and livability standards such as
minimum unit sizes or appropriate amenities
can help shape outcomes to address housing
needs. Flexibility should be considered since
design may be challenging when working
with an existing floorplate.

Example: City of Winnipeg’s Downtown
Residential Development Action Plan

Canadian Urban Institute
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MUNICIPAL, PROVINCIAL
AND FEDERAL

Heritage Plan

Heritage buildings have been identified as

a building typology relevant for conversion.

As such, a City’s Heritage Plan that identifies
designated buildings and provides streamlined
approvals, education, or financial incentives for
conversion of heritage properties will increase
the uptake in building restoration. Analysis of
the GHG savings through conversions has
identified the benefits of building restoration
for embodied energy, material quality and
improved energy performance.

Example: City of Victoria’s Heritage Policy

in Downtown Core Area Plan
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Climate Action Plan

Climate Plans (municipal, provincial and
federal) can support conversions by linking
GHG reduction with building retrofits and
higher performance metrics. In addition

to rewarding avoided emissions vis-a-vis
demolition, climate plans could implement
a deterrent for demolitions such as a
pollution levy.

Example: City of Ottawa’s Better Buildings
Ottawa Strategy

Provincial/National Building Code
or Municipal Building Bylaw
(where relevant)

Discrete sections in building codes that pertain
to existing buildings can provide ease and
clarity for code review and building permit
requirements.

Example: Ontario Building Code (Part 11),
Vancouver Building Bylaw

Other Provincial Plans,

Acts and Policies

Alignment with provincial codes and acts to
support conversions and remove barriers can
provide incentives for pursuing conversions

in the form of expedited approvals. In Ontario,
it has been identified that the provincial
Record of Site Conditions, which is trigger by
a change of use or building permit application,
can create financial obstacles and delays to
conversion where soil testing and site analysis
must be performed despite no disturbance

of the soil and significant distance from
uninterrupted ground and future

residential units.

Education and Guidance

Technical guidelines, community of practice,
dedicated staff teams or information to help
assist a variety of stakeholders in conversions.



FINANCIAL TOOLS

In situations where market conditions and
housing demand may not be enough to facilitate
conversions, or where intended housing goals
may be met through conversions the following
direct and indirect financial tools may be
considered by all levels of government:

Direct funding and incentives:

- Capital grants

- Tax exemption

- Heritage funding

- Fee waivers (e.g. building permit)

- No or low-interest loans

- Capital development funds

- Pre-development funding

- Social impact bonds

- Energy efficiency or GHG reduction funding

Land Value Capture

Models that remove fiscal challenges of land
acquisition such as leased land, land trusts,
property disposal (by government to housing
non-profits), or targeted tax increment or
community improvement areas.

Planning and Land Use
In addition to plans and policies noted in
previous pages, the following planning and
land use instruments can act as financial
incentives by shortening timelines or
removing barriers:

Density-bonusing — to allow additional units
through building add-ons in specific policy

areas or for certain building types
(age, architectural characteristics)

Transfer of development rights — transfer of
unused density to a neighbouring site in
order to deter demolition of an existing

building to increase density

Canadian Urban Institute
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POLICY CASE STUDY

UK’s Permitted Development Rights (2023)

The Permitted Development Rights (PDR) 1
was passed by the UK’s national government
in 2011 to enable the conversions of
commercial buildings to residential units

by right. Under PDR, developers and buildings
owners only need to provide ‘prior approval’
notification that outlines the projects’ details
and its possible impacts on transport, highways,
contamination risks, and flooding risks. PDR
also prohibits local authorities from imposing
any other policies in the approval process,
such as setting minimum space standards or
affordable housing contributions.

The PDR addressed the regulatory barriers of

office conversions by streamlining the process of

and requirements for obtaining development
permit. However, PDR skewed the value of of-
fice buildings significantly as conversions
became highly profitable as developers could
convert office buildings with little to no
regulation.2
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Some of the consequences of this include:

+ The creation of poor quality of housing that
are extremely small, poorly designed, and
often located in unsuitable locations for
housing 3

+ Loss of office space as many of the units
created through PDR are either partially or
even fully occupied 4

+ Local economic pressure driven by the
increase in office rents as supply shrunk.

More than 30,000 jobs in London were impacted
by PDR, majority of which involved SMEs that

occupied “economically-priced” that may be diffi-
cult to replace 5

These following considerations would help
address the unintended consequences of PDR:

+ Ensuring that conversions must go through
normal planning process to provide local
municipalities with the ability to control how
conversions are taking place 6

+ Establish a minimum office vacancy to
ensure that there is enough office space for
firms who need it 7

+ Create minimum space and quality
standards for homes created through
conversions to prevent the creation of overly
small and poor housing units 8

1 Julia Park. “Why the Government Should End
Permitted Development Rights for Office to Residential
Conversions.” Levitt Bernstein. (2021). https://www.lev-

ittbernstein.co.uk/research-writing/why-the-government-

should-end-pdr-for-office-to-residential-conversions/
2 Ibid 3 Ibid 4 Ibid 5 Ibid

6 Park, Julia. Interview by Luthfi Dhofier.

Canadian Urban Institute. September 9, 2022.

7 lbid 8 Ibid
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POLICY CASE STUDY

Rotterdam Covenant “Tackling Office Vacancy”

The Covenant for Tackling Office Vacancy was
the City of Rotterdam’s main policy instrument
to address the high office vacancy rate in the

city caused by the economic impact of the dot.

com bubble. The covenant established a mutual

agreement that lasted between 2011 and 2014
between the City, developers, and building
owners around office conversions.

This agreement included include:

+ The floorspace targets to be converted;

+ The understanding that the total floorspace
converted would be higher than new-build
offices;

+ Increasing knowledge sharing between the
City and developers/building owners and;

+ that the City would be the knowledge centre
facilitating market parties.

The covenant was non-binding and based on
‘best-effort obligations’ concept, which means
there were no hard targets nor penalties
involved if the targets were not met.

The covenant was also supplemented by other

supporting actions at the national and municipal

levels, including:

to increase dialogue, and co-operation;

+ Building decree that sets different standards
for office conversions;

+ Environmental law decree 2014 and
amendment to the current land use planning
policy to streamline the waiver to land use
plan for conversion projects

« The creation of various online and print
information materials to help building owners
and developers learn about office
conversions. 1

To help implement the covenant, the

City of Rotterdam held regular ‘vacancy
and conversion Friday drinks’ to help foster
the relationships between commercial and
residential developers. 2

The creation of specific “transformation team”

The lack of knowledge of office conversions
within the real estate sector is a major barrier
to office conversions. Efforts to educate and
bring these actors together could help support
office conversions, as the example from
Rotterdam demonstrates. Between 2011

and 2015, more than 3,229,173 sq ft of
vacant office buildings were converted into
residential units and other uses. 3

|—

Conversation with Erwin Heurkens and Hilde Remoy.
Canadian Urban Institute. September 12, 2022.
Heurkens, Erwin et al. Planning Policy Instruments

N

for Resilient Urban Redevelopment: The Case of
Office Conversions in Rotterdam, the Netherlands.*
Building Urban Resilience through Change of Use,
First Edition. (2018).

Ibid

o

Canadian Urban Institute

37



POLICY CASE STUDY

Downtown Calgary Development Incentive Program

The Downtown Calgary Development Incentive
Program is a $100 million investment by the City
of Calgary to address the high office vacancy in
the city’s greater downtown area.

The program provides office-to-residential
conversion projects with $75 per sq ft. Building
owners and/or developers can receive up to
$10 million per project and some projects could
receive more with Council approval. Building
owners are allowed to keep certain floors as
office space, as long as they meet the minimum
conversion area of 40,000 square feet. Building
owners are also required to provide a ‘tenant
relocation plan’ in their applications to facilitate
existing tenants that need to relocate due to
conversions. 1

Construction cost is a main barrier to office
conversion. Therefore, providing developers/
building owners with financial incentives to
reduce construction cost is key to support
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office conversions. As of July 2022, the City has
approved funding for five office-to-residential
conversion projects and two other projects are
currently in the final approval stage. These five
projects will convert approximately 675,000
square feet of office space into 707 residential
units and some of these units are affordable
units. 1

While the City of Calgary provides an example

of the first office conversion incentives program
in Canada, it also offers a cautionary tale of the
challenges of increased office vacancies over a
prolonged period of time. Calgary’s challenges

date back to a spike in office vacancies in 2015
with the downturn in the resource economy and
the disappearance of large corporate presence

in the oil and gas sector. Since 2019, Calgary’s
office vacancy rate has hovered near 30%.

1

“‘Downtown Calgary Development Incentive Program.”
City of Calgary.
Downtown Calgary Development Incentive Program
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POLICY CASE STUDY

Los Angeles Adaptive Reuse Ordinance

The Adaptive Reuse Ordinance (ARO) was and often complex process of obtaining

passed in 1999 to facilitate the conversions zoning exceptions from the municipal

of old, vacant, and historical buildings into government. It is estimated that between

residential units or other uses. 1 1999 and 2019, the ARO has created more
than 12,000 residential units, or more than

The ARO supports office conversions by: 30% of units created in Downtown LA over

the same period. 3.
+ Allowing building use change by-right

without requiring Site Plan Review or 1 Lall, Jessica, et al. “Adaptive Reuse: Reimagining
adherence to CEQA requirements; Our City’s Buildings to Address Our Housing,

+ Waiving parking requirements; Economic and Climate Crises.” Central City

+ Allowing building owners to add one-story Association (2021),
rooftop by-right, and; 2 lIbid.

* Providing a new building code chapter to 3. Ibid

clarify building code requirements 2

Strict zoning codes such as restrictive

building use parking requirement discourage
building owners and developers from
undertaking conversion projects. The ARO
removed these restrictions and allow conversion
applications to bypass lengthy, expensive,
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POLICY CASE STUDY

New York City (2023)

2023 Task Force

Recommendations
The 2023 task force 1 was established to study 2. Make existing conversion regulations 1 “New York City Office Adaptive Reuse Study.” Office
and provide recommendations to help facilitate work better 3. Adaptive Reuse Task Force. New York. January 2023.
the conversion of obsolete office buildings to https://www.nyc.gov/assets/planning/download/pdf/
other uses including housing while enhancing - Permit conversion of office buildings to a plans-studies/office-reuse-task-force/office-adaptive-re-
the vibrancy of the city’s business districts. broader array of housing types use-study.pdf
The Task Force’s recommendations include: - Allow an expanded array of offices to convert 2 Ibid
all existing square footage to residential 3. Ibid

1. Expand the range of buildings eligible - Several other changes related to parking, 4. Ibid

for the most flexible conversion recreation space, and courtyards are also

regulations 2 outlined in this report and will make a broader

range of conversions possible
- Provide office buildings constructed prior to

December 31,1990 with access to the most 3. Provide financial incentives for affordable
flexible regulations for adaptive reuse housing and childcare facilities 4.
- Expand conversion regulations to all
high-intensity office districts - Explore and pursue a tax incentive to support
- Revaluate centrally located, high-density mixed-income housing within conversions
Midtown zoning districts that don’t allow - Implement a property tax abatement to
new residential use incentivize retrofitting space for childcare
centers
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POLICY CASESTUDY

New York City (1990s — 2000s)

421-g Tax Incentive 1

The 421-g Tax Incentive program was passed in
1995 by the New York City Department of
Housing Preservation and Development to
provide tax exemption of abatement for the
conversion of old commercial buildings, into
multi-family units in Manhattan,south of Murray
Street, City Hall, and the Brooklyn Bridge.

Under this program developers receive a
one-year construction-period exemption,

a 12-year exemption from real-estate taxes
increase resulting from the work, and a 14-year
abatement of 80% of the real estate taxes paid
on the property prior to conversion. All rental
units created through this program were subject
to rent stabilization for 15 years.2 It is estimated
that the program helped the creation of 200,000
residential units.

Liberty Bond Program

The Liberty Bond Program was the US

Federal Government’s $8 billion program to
stimulate the rebuilding of Lower Manhattan
through commercial and residential development
in the wake of 9/11. The program included $1.6
billion tax-exempt bonds split between the New
York City Housing Development Corporation
(HDC) and New York State Housing Finance
Agency (HFA) to provide funding for multi-
family rental projects within the Liberty Zone
area, including for office-to-residential
conversions. Under HDC, developers were
required to pay a 3% fee to fund affordable
housing development throughout the City.
Meanwhile, HFA required developers to set
aside five percent of the units built for
middle-income housing. 3

Within a year, the City of New York has
allocated $478.6 million in Liberty Bond
financing for four projects totalling 1,934 units,
while the State of New York has authorized
$676 million for seven projects totalling

1,875 units. 4

1 Directory of NYC Housing Programs. “421-g Tax

Incentive (421-g).” NYU Furman Center. 421-g Tax
Incentive — Directory of NYC Housing Programs — NYU

Furman Center

2 Conversation with Matt Furman.

Canadian Urban Institute. October 14, 2022.

3. Directory of NYC Housing Program. “Liberty Bond
Program.” Liberty Bond Program — Directory of NYC

Housing Programs — NYU Furman Center
4. Dunlap, Daniel W. “Liberty Bonds’ Yield: A New
Downtown.” New York Times. (2004). Liberty Bonds'

Yield: a New Downtown - The New York Times (nytimes.

com)
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POLICY CASE STUDY

The City of Buffalo Green Code Unified Development Ordinance

The City of Buffalo’s Green Code Unified
Development Ordinance (the Green Code)
was adopted in 2017 to support mixed-use infill
development in the city, including the adaptive
reuse of its abandoned and historic buildings.
The Green code is a form-based code that
allow the mix-use of buildings in the city. 5

The Green Code has helped the conversions

of empty warehouses, former City buildings,

and parkinglots into new apartments. In the last
decade, 224 multifamily housing projects, which
include more than10,000 apartment units, mostly
rentals, have been completed or are underway.
The Office of Buffalo Mayor Byron W. Brown
stated that “all of that is related to, if not caused
by, the code. That trend is accelerating, and
many of these projects are underway now.” 5
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Some of the key elements of the Green Code
include:

- Elimination of minimum parking requirements
to facilitate infill development and adaptive
reuse, while encouraging other means of
transportation 6

- Increasing the maximum height of buildings
to increase density, while managing the
impact of winds and ensuring the availability
of light and air in the buildings and
surrounding areas 6

- Removal of barriers to affordable housing,
including restrictions on multifamily and
accessory dwelling units and density
limitations 6

- Requirement for buildings close to sidewalk
to have ground-floor windows and doors,
while limiting blank walls and providing
sufficient shaded sidewalks 6

- Removal of regulatory barriers to adaptive
reuse of vacant buildings and land &

5 Steuteville, Robert. “Green Code spurs historic rehab,
economic development.” Public Square, a CNU Journal.
2020. Green Code spurs historic rehab,

economic development | CNU

6 “New Buffalo Green Code May Make it Easier to Build
in the Queen City.” Hodgson Russ LLP. 2015.
https://www.hodgsonruss.com/newsroom-publica-

tions-buffalo-green-codes.html
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QUADRANT ANALYSIS

CUI used a quadrant analysis to understand
the market dynamics and potential for office
conversions. The top right quadrant offers
the most (market) opportunity while the
lower left quadrant offers the least
opportunity. In cases of medium or low
opportunity, conversions could be supported
using policy or financial tools in alignment
with strategic direction: for example,

to address affordable housing need, or risk
of excess and under-utilized office space

and negative implications on downtowns.
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DEVELOPING
MARKET SCENARIOS

Applying the quadrant analysis to market
dynamics and conversions potential,
CUI has created five market scenarios

and accompanying policy solutions.

These five market scenarios allow cities to
evaluate their own market context and
potential policy or program fixes to adjust
to specific indices and right-size policy

and program opportunities.

HIGH opportunity

Hot Housing
Moderate to low office vacancy, very high
housing demand; potential over correction

Goldilocks
High office supply, high housing demand

Policy Success
High office supply, balanced housing
market + policy fix

Rebound

Average office supply, high/specific
housing demand

Cool
High office supply, low/specific
housing demand

®

LOW opportunity



Scenario

HIGH opportunity

FIVE MARKET SCENARIOS

Hot Housing

Very high housing demand, balanced
office vacancy

Characteristics Policy and Program Options
Housing prices continue to increase with
deregulated conversion policy environment,
allowing developers to convert office space
into poor-quality housing

+ Create a stop gap method to prevent over
correction through office policy or allow
conversions in case of mixed-use

+ Establish standards for residential unit size and
_ quality and/or guidelines for specific housing
Policy Example: types that could be achieved through conversion

U.K’s Permitted Development Rights

+ Establish office vacancy thresholds that would
trigger moratoriums on conversions to prevent
loss of office space in tight markets

Understanding opportunities for conversions of office space to housing in Canadian downtowns



Scenario

HIGH opportunity

FIVE MARKET SCENARIOS

Goldilocks

High office supply and high housing demand

Characteristics Policy and Program Options
Housing prices continue to increase; high office
vacancy persists. Yet market forces may be
insufficient to support conversions

+ Information sharing to educate developers
and building owners about the feasibility,
opportunities, and benefits associated
with conversions

Policy Example: . ' - Streamline planning process to reduce costly
Rotterdam’s Covenant to Tackling Office application and planning approvals timeline

Vacancy (i.e., carrying costs)

* Implement permissive zoning to remove
policy-related barriers

* “Revenue neutral” financial assistance such as
tax abatement and non- or low-interest loans
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Scenario

MEDIUM to
HIGH opportunity

FIVE MARKET SCENARIOS

Policy Success

High office vacancy, balanced residential market

Characteristics Policy and Program Options
High office vacancy combined with balanced , . _ _ , _
. . + Financial incentives for conversions including
housing market. Conversions may be hard to make , i ) :
. . , : . stackable incentives: density, heritage,
pencil out’ hence incentives may be needed . )
affordability, environmental

: + Target affordable housing through funding or
Policy Example: property donation to non-profit housing providers
Downtown Calgary Development Incentive

+ Targeted zoning (as-of-right) to facilitate
conversions as well as ground-floor retail and
amenities to address residential needs, and
remove obstacles such as parking minimums

Program

* Investments in infrastructure and amenities
to promote downtown living
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Scenario

MEDIUM opportunity

FIVE MARKET SCENARIOS

Rebound

Office vacancy is stable, return to office rate is higher
than average but pockets of high vacancy exist

Characteristics

Office vacancy remains stable. However, older
office space remains under-utilized and in need
of renovation

Policy Example:
New York City tax incentives, bonds and

land use changes and targeted policies

Policy and Program Options

* Financial incentives to reduce conversion costs

L]

Implement policies for intensification of both
office and housing to create land use flexibility
to adapt to market conditions

Eliminate zoning obstacles such as single use
zones and parking minimums and allow
conversions as-of-right if no change to building
floor area

Streamline planning process to reduce costly
application and planning approvals timeline
(i.e., carrying costs)

Targeted conversion of specific building types
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Scenario

TARGETED opportunity

FIVE MARKET SCENARIOS

Cool

High office vacancy, cool residential market

Characteristics Policy and Program Options
Office vacancy is high and there isn’t high demand
for homes. There is a persistent need to develop
specific types of social/affordable housing

+ Targeted financial incentives to support
affordable housing

+ Allow mixed-used buildings to make downtown
more attractive and adaptable

Policy Example:

Buffalo Green Zone + Create overlay plans or policy zones to
encourage conversions in areas with highest
concentration of vacant office use or certain
building types

* Invest in downtown amenities and anchor uses
to attract residential interest

Understanding opportunities for conversions of office space to housing in Canadian downtowns
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OPPORTUNITY
IN SIX CITIES

CUI evaluated the opportunity
for conversions in 6 cities across
Canada. Selection was based on
a variety of data describing the
housing and office context in

Canadian cities, combined with

an evaluation of policy readiness.

@) Victoria | _Moncton J@)
Regina JGIN@) Winnipes T2
| Ottawa @)




SNAPSHOT OF DATA AND TRENDS
OFFICE AND HOUSING MARKET

The opportunity for conversions is shaped by the
demand for office space and housing. Data captures
the most recent office market context in the

six cities. Notable trends:

« Five of the six cities have office vacancies well
above the healthy index of 10% vacancy

+  With the exception of Halifax, vacancies are
highest in Class B and C buildings

Conversion of vacant office space has the potential
to address the lack of housing supply in
the short-term:

« CUI has used data on rental vacancy and rental
costs as a proxy for housing challenges

+ As of October 2022, all six cities have rental
housing vacancies at or below the healthy rate
of 3% vacancy

+ All cities but Regina have seen exceptional
increases in the cost of rental housing with
five-year increases in the range of 25-30%

Vacancy rate

Downtown vacant
space (sf)

Class A vacancy

Class B vacancy

Class C vacancy

Year-to-date net
absorption (sf)

Rental Vacancy
(Oct 2022) 2

Rental Vacancy
(Oct 2021)

Rent Cost Increase
(2016-2021) 2

Rent Cost Increase
(2021-2022) -

Downtown Office Market (Q3 2022) 1

Ottawa Halifax Moncton Winnipeg Victoria
11% 17.5% 14.6% 17.4% 14.1% 6.2%
2M 931,893 415,077 793,200 1.7M 314,094
7.3% 21.3% 8.3% --n/a 3.5 (AA)/11%(A) --n/a
18.7% 15.4%, 23.7%, 18.7%,
18.9% 2.2%% 6.3% 12.8%
-165,886 207,559 N/A 39,967 4,123 9,677
1 Colliers’ Office Market Reports (Q3 2022) with exception of Regina (Q2 2022)
Residential Context
Ottawa Halifax Moncton Regina Winnipeg Victoria
2.2% 1% 1.5% 3% 2.7% 1.4%
3.4% 1% 1.5% 6.8% 5% 1%
30% 26% 30% 4% 25% 29%
4% 8% 7% 2% 2% 10%

2 CMHC data (Rental Market Survey),

October 2016 and October 2022 for row/apartment rentals.
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SNAPSHOT OF CITY POTENTIAL

This diagram illustrates the number of completed conversions and
the potential for office conversion in each of the six cities based on
our analysis ranked from lowest (left) to highest (right).

Conversions Completed Scale of Opportunity by City

1 8 Victoria Moncton Halifax Winnipeg Regina Ottawa

Potential Buildings

30

0

1 Based on modelling by Gensler.
Assumes office consolidation possible for complete conversion to occur.
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SUMMARY BY CITY

Vi CtOI‘i a British Columbia

At 6.2%, office vacancy in the city of Victoria has
been at a healthy level over the past several years,
despite the economic pressure from COVID-19.

In fact, office space vacancy in Q3 2022 was
slightly lower than in Q4 2018 (6.4%), indicating
there is limited office space that can be converted
into housing.

However, Victoria has one of the tightest housing
markets in Canada. Rental vacancy rate is 1.4%
(Oct 2022) and rents have increased significantly
over the past several years including by 10% from
October of 2021 to October 2022.

Building analysis by Gensler identified three
buildings, two heritage and one mid-century,
low-rise example. Given the continued need for
affordable housing and the provision of funding
to upgrade heritage buildings for seismic
requirements there may be opportunities for
targeted conversions to retain and improve
heritage properties through conversion.

Market Scenario Rebound

Building Types and Suitability for Conversion

Compatability Floor Plate Form Services Context Envelope
74/100 5 10 3 9 9
‘Es b 72/100 4 10 5 9 7
Low-rise Concrete
@ 67/100 6 10 7 9 7
Low-rise Concrete

Total building potential: 3-5 1

Total conversion potential (SF): 240,000-300,000 2
Total potential units: 320-390 3

Case examples: 1

LNy =

1st number based on modelling by Gensler; 2nd number includes those identified by stakeholders

Higher numbers includes buildings identified by stakeholders — have not been modelled for feasibility.
Maximum potential almost exceeds total vacant space available therefore additional office

vacancy would be needed to accomplish potential unit count.
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SUMMARY BY CITY

Moncton new srunswick

With an office vacancy rate of 14.6%, and a rental
vacancy rate of 1.5% (2022), Moncton’s context for
conversions is similar to Halifax. Moncton has seen
an increase in residential development in recent
years but none in the form of office conversions.
This may largely be due to the fact that Moncton
still has a significant number of developable lots
compared to other cities creating a short-term
deterrent to conversions.

For a city of nearly 80,000 people, Moncton’s
potential to create several hundred units for
conversion could add significant residential
population to downtown. With increase in rental
costs of 30% over 5 years, there is upward
pressure on housing supply. Further, stakeholders
identified opportunities for affordable housing

or student housing to support post-secondary
institutions struggling to find adequate student
housing. In the short-term, it is likely that education
and incentives would be needed to instigate
conversions given a lack of experience

or precedents in Moncton.

Market Scenario Policy Success
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Building Types and Suitability for Conversion

Compatability Floor Plate Form Services Context Envelope
J ! 76/100 5 10 7 6 9
Brutalist Concrete
63/100 3 10 7 6 7
Heritage
% 61/100 3 10 3 6 7
Low-rise Concrete

Total building potential: 3-8 1

Total conversion potential (SF): 370,000-440,000 2
Total potential units: 500-600

Case examples: 0

=

1st number based on modelling by Gensler. 2nd number includes those identified by stakeholders.

As 2 buildings are below 70/100, buildings identified by stakeholder would need to have some feasibility to

meet unit estimate.

2 Includes buildings identified by stakeholders — have not been modelled for feasibility. Conversion of total of

440,000 SF of space would exceed total office vacancy in downtown and would not be possible without

additional vacant office space coming available.




SUMMARY BY CITY

Hal ifaX Nova Scotia

Halifax is experiencing high downtown office
vacancy (17.5%), low rental vacancy rates and
high population growth (nearly 10% since 2021),
giving it positive market characteristics for
conversions to happen. Halifax has started to see
conversions with three recent projects completed
or underway creating more than 200 units. With a
variety of mid-century and more recent buildings
identified for possible conversion Halifax is posed for
additional conversion activity. Unlike the other cities
evaluated, Halifax has high vacancy in Class A
buildings, which may be less likely to be converted
given the quality of the office space. However,

a ‘flight to quality’ could free up additional lower
quality space appropriate for conversion.

Recent approval of the region’s Centre Plan includes
permissive land use that allows for as-of-right
development including conversions. Halifax’s climate
goals encourage conversions through reduced GHG.
Halifax benefits from an attractive and lively waterfront
though more amenities in downtown would support
additional residential growth.

Market Scenario Goldilocks

Building Types and Suitability for Conversion

Compatability Floor Plate Form Services Context Envelope
],! ﬂ 82/100 9 10 4 9 7
Brutalist Concrete
33 ?;33 72/100 5 10 3 8 8
Low-rise Concrete
@ 70/100 8 8 6 7 6
Low-rise Concrete
||T| ||ﬂ| 68/100 2 10 7 8 9
Steel Frame
ﬁ 53/100 2 10 6 9 2
Challenging

Total building potential: 4-7 1
Total conversion potential (SF): 370,000-530,000 2
Total potential units: 625-840
Case examples: 3
1st number based on modelling by Gensler. 2nd number includes those identified by stakeholders.

1
2 As 2 buildings are below 70/100, buildings identified by stakeholders would need to have some feasibility to meet

unit estimate. Includes buildings identified by stakeholders — have not been modelled for feasibility.
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SUMMARY BY CITY

Wi n n i peg Manitoba

At 14%, downtown Winnipeg has had a balanced
office vacancy rate since before the start of the
pandemic (12%), representing 1.7M SF of vacant
office space in downtown alone. Winnipeg has
seen a net negative absorption rate since late 2020
signalling continued headwinds for the office
market. In the residential market, rents have
increased by 25% since 2016 and rental vacancy
rates have fallen to 2.7% as of October 2022.
However, average rents are still below other
major cities in Canada.

Winnipeg has three conversion projects completed
or underway including the significant conversion of
the former Hudson’s Bay building by the Southern
Chiefs’ Organization to include over 300 homes
and a diversity of amenities and cultural uses. 3

In addition, two conversions by Alston Properties will
add more than 150 units, including a

mixed-use project. These projects will offer
precedents for future conversions. Recent expe-
rience suggests more downtown investment and
incentives could increase conversions and
revitalize downtown (a City priority).

Market Scenario Policy Success

Building Types and Suitability for Conversion

Typology Compatability

N

Low-rise Concrete

Floor Plate Form Services Context Envelope
74/100 5 10 3 9 9
Heritage
@ 72/100 4 10 5 7 7
Low-rise Concrete
' 67/100 6 10 7 9 7

Total building potential: 3-7 1

Total conversion potential (SF): 340,000-900,000 2
Total potential units: 450-1,200

Case examples: 3

L N =

Includes buildings identified by stakeholders — have not been modelled for feasibility
A New Future: Wehwehneh Bahgahkinahgohn - Southern Chiefs' Organization Inc. (scoinc.mb.ca)

1st number based on modelling by Gensler; 2nd number includes those identified by stakeholders



http://scoinc.mb.ca

SUMMARY BY CITY

Reg i na Saskatchewan

Regina has the second highest office vacancy rate of the
six cities with a downtown vacancy of 17.4% with most
vacancy in Class B buildings. Office vacancy has stabilized
since early 2021. As dictated by Regina’s Office Policy,

the majority of Regina’s office space is downtown (78%)
supporting a clustering of office activity but leaving the
downtown vulnerable when office vacancies increase.
Regina has an aggressive infill target of 10,000 residents
to the “City Centre” area, 5,000 of which are intended for
downtown. Since approval of the Official Community Plan in
2014, residential intensification in downtown has lagged.

Five buildings have been identified using modelling with
another 11 identified by stakeholders. With the rental
vacancy rate dropping to 3%, the lowest since 2014,
demand for housing has increased. To support policy
goals and investment, financial incentives are in place.
Proforma analysis revealed that while per SF costs for
conversion are lower than new construction, the gap
between costs and revenue is considerable. If made
financially viable, conversions could offer a shorter
timeline and more predictability than new residential
development. Regina has 4 conversions from the 1990s
and early 2000s offering some examples for further study.

Market Scenario Cool

Building Types and Suitability for Conversion

Compatability Floor Plate Form Services Context Envelope
79/100 6 9 7 8 10
$ 73/100 5 10 8 7 7
Low-rise Concrete
||'*']'|[]I| 64/100 3 10 9 7 4
Steel Frame

é‘ﬁ 2 62/100 3 10 5 6 7
59/100 6 5 7 5 8

Heritage

Total building potential: 5-16 1

Total conversion potential (SF): 330,000-1.1M 2
Total potential units: 320-1,350

Case examples: 5

1 1st number based on modelling by Gensler; 2nd number includes those identified by stakeholders. As 3 buildings
are below 70/100, buildings identified by stakeholders would need to have some feasibility to meet unit estimate.

2 Higher number includes buildings identified by stakeholders — have not been modelled for feasibility.
Buildings included are in downtown and Warehouse district. Conversion of total of 1.1 M SF of space would
exceed total office vacancy in downtown and would not be possible without additional vacant office space
coming available.
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SUMMARY BY CITY

Ottawa Ontario

Building Types and Suitability for Conversion

) Compatability Floor Plate Form Services Context Envelope
Based on the modeling, Ottawa has the most
potential for conversions. This is largely due to the &
size of the city as one of Canad's largest (and a E!m 88/100 9 10 4 9 9
larger building inventory overall), but it is notable that _'
T . . Brutalist Concrete
there are a significant number of high and low-rise, -
mid-century buildings considered feasible for i m 85/100 -
conversion. Further, most buildings score greater JI / 10 7 9 9
than 70/100 suggesting good conversion potential. Brutalist Concrete
Ottawa has also seen 5 recent case examples
complete or underway, including both student and N 83/100 8 10 7 9 7
supportive housing. The presence of fed-eral N7
buildings and anticipated office consolidation and Low-rise Concrete
disposal by the federal government gives
Ottawa a unique position to address housing need, 33 g;a? 81/100 6 10 7 9 ¢
bring more residents to downtown, and address )
. . . . . . Low-rise Concrete
explicit climate goals including GHG reduction
through building retrofits. dff
_ hm]“ﬂl 78/100 5 10 10 9 7
Market Scenario Goldilocks
Steel Frame

Total building potential: 11-17 1

Total conversion potential (SF): 1.15M-2.6M 2
Total potential units: 1,500-4,200

Case examples: 6
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Ottawa

Building Types and Suitability for Conversion (continued)

Typology Compatability Floor Plate Form Services Context Envelope

il

Steel Frame

77/100 8 10 5 10 4

°

»

NN 76/100 9 10 7 9 2

Low-rise Concrete

»

N 73/100 5 10 7 9 7

Low-rise Concrete

4

N 68/100 5 10 7 9 4

Low-rise Concrete

67/100 3 10 10 9 4

¢

Brutalist Concrete

66/100 4 7 8 9 8

Y

Brutalist Concrete

1st number based on modelling by Gensler. 2nd number includes those identified by stakeholders. As 3 buildings are below 70/100,
buildings identified by stakeholders would need to have some feasibility to meet unit estimate.

Higher number includes buildings identified by stakeholders — have not been modelled for feasibility. Conversion of total of 2.6M SF of space
would exceed total office vacancy in downtown and would therefore not be possible without additional vacant office space becoming available.

[y

N

Canadian Urban Institute 61



62 Understanding opportunities for conversions of office space to housing in Canadian downtowns




KEY FINDINGS

1. There is opportunity at scale
in six case example cities.

In six case example cities CUI evaluated and
based on modelling by Gensler, the scale of the
opportunity is:

30 buildings equaling up to 3M SF of convertible
space and 3,700-4,300 units 1

When adding buildings identified by stakeholders
increases by 30 buildings and 3M SF;
an additional 3,700-4,300 units 1

Predominant building types are heritage and
mid-century concrete.

1 Assumes total square footage convertible including buildings with
partial vacancy. Consolidation of office use would be required.

N

Represents conservative estimate of potential units. First number
represents estimates based only on the evaluation of Gensler;
second figure includes those buildings identified by stakeholders.
This number assumes that all buildings identified have potential
but does not include buildings that may not have been identified
in modelling or by stakeholders due to lack of accessible data. Ottawa 1 ,900-4,200 units
Conversions would need to be monitored to prevent
over-correction that removes needed office space. In some
markets (Victoria, Regina, Moncton and Ottawa) the high

end of unit creation would require additional vacancy in office
space to be feasible without shrinking the office market excessively.
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KEY FINDINGS

2. There is an opportunity at scale
across Canada.

When adding potential in Vancouver, Edmonton,
Calgary, Toronto and Montreal:

Opportunity for 18,000-22,000 units

100 additional buildings; approximately 8M SF;
10,000-13,000 units 1

Total for all 11 cities of approximately
18,000-22,000 units and 16M SF of convertible
office space 2

Representing cities that are home to 10M people

Conversions could reduce high commercial
vacancy to healthy vacancy rate offering a
value uplift for commercial properties while

O Edmonton 1,400-1,800 units

providing needed housing ® O Vancouver 270-350 units /
(Y \ |
1 Based on methodology development by Gensler that assumes Calqgar f . )
20% of office inventory has some capacity for conversion. 4.400-5.600 3nit¥ ] . ‘ ‘ Montreal 1 ’900 2’400 units .

Units are based on a rate of 80% efficiency of space and
units of 600 to 750 SF.

Assumes total square footage convertible including 1
buildings with partial vacancy. Consolidation of office use Toronto 2,300-2,900 units
would be required. In some markets the high end of unit

creation would require additional vacancy in office space to
be feasible without shrinking the office market excessively.

N
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KEY FINDINGS

3. Buildings and characteristics 4. Building obsolescence and
for conversion exist in future of work offer opportunity
all cities evaluated. for a rethink.
Mid-century high-rise and low-rise concrete | # Examples Market conditions vary across cities but increases
are the predominant form of buildings with Compatability | ‘modelled 1 or stabilization in office vacancy are prevalent.
potential for conversions; examples exist in ) )
all cities evaluated. 28/100 - As offlce occupr—jmc;'/ rerrnams low, the full extent
of office vacancies is still unknown and the

Brutalist Concrete

Even buildings with large floorplates may trends as leases expire are unclear.

lend themselves to conversion for L . . . -
supportive housing or other forms of | | | 76/100 3 Vacancies are highest in Class B and C buildings,
congregate living such as student residences Stesl Frame which represent mid-century to 1990s era buildings.

These buildings are in need of renovation; upgrades
will improve building standards, such as energy
efficiency and air quality whether for office or housing.

or mixed-use.

S

72/100 13

Gensler modelling estimates that approximately I

10-20% of all commercial buildings have Low-rise Concrete o .
the potential for conversion based on building ’ Preliminary research reveals that based on GHG savings,
typologies and dependent on individual % 69/100 5 conversions are beneficial especially in areas
building characteristics . with a less energy-intense grid with office conversions
e providing quicker carbon emissions benefits than
the equivalent in new construction.
59/100 2
Challenging The future of office use is evolving; observation

of trends will be essential to identifying where
1 Includes only ‘top 30’ buildings identified by modelling . . .
by Gensler. ‘Challenging’ typology likely unfeasible but opportunities exist and to balance conversions
depends on unique building characteristics with a healthy office vacancy rate.
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KEY FINDINGS

5. Policy can make a difference —
even in strong market conditions.

Even in supportive market conditions, permissive Targeting buildings with the right characteristics

land use policies and simplified regulatory
requirements are important drivers.

Incentives can be off-set by the value uplift of
a converted building, even with differentiated
property tax rates.

Market conditions can be used to determine
whether conversions are feasible for building
owners, developers and investors, and to
tailor policy and program response by
government.

Policies must ensure a balance between
conversions and a healthy office vacancy rate
to prevent overcorrection leading to diminishing
office inventory

66 Understanding opportunities for conversions of office space to housing in Canadian downtowns

and location is key to successful conversions.

With adequate funding, conversions offer an
opportunity for affordable and supportive
housing.

The cost benefit (economic spin offs) of increased
residential population, amortized infrastructure
and economic benefits of re-investment should
be considered in policy and incentives.

With the right conditions, conversions can
shorten timelines for housing creation.

Deterrants to demolition should be considered
especially in alignment with climate action plans.

Building
Characteristics

Market
Conditions

Policy,
Programs and
Incentives



KEY FINDINGS

6. A chance to rethink how
we plan and build cities.

Conversions can shape how we plan and build
for the future:

support new opportunities for intensification and
housing near infrastructure and amenities

address declining use of key civic infrastructure
and public health and safety challenges
persistent in downtowns

preserve embodied energy and improving
energy performance standards of aging
buildings

protect against declining value of commercial
assets, decreased municipal revenue, declining
public and private investment, and abandonment
of core economic hubs

support business and talent retention, job
growth, economic resilience, and social
benefits of repurposing unused buildings

catalyze creation of buildings that can have
multiple ‘lives’ such as progression of light
manufacturing buildings for multiple uses
over time

reconsider single use buildings and land use
that limit adaptability by encouraging flexibility
from the start




KEY FINDINGS

7. There is a value proposition

for all stakeholders.

Cities: provides an opportunity to advance
intensification, downtown revitalization

- mixed-use, transit-oriented, emissions reduction
and heritage preservation goals

- address near term housing need with minimal
efforts (policy revision); zoning simplification
and leveraging capital investment (downtowns
are well-serviced by existing infrastructure)

- public safety (eyes on the street), retention of
existing residents, talent and work force

Developers: provides an opportunity for
market innovation

- quicker builds (more units to market)

- potential savings on materials and labour
(on average, lower costs per square foot
for adaptive reuse than new construction,
depending on building acquisition cost)

68 Understanding opportunities for conversions of office space to housing in Canadian downtowns

Federal government: provides an opportunity
to leverage under-utilized buildings toward
federal policy goals

- address housing supply and affordability goals
with quicker timelines, inventory consolidation

- use stranded assets in alignment with National
Housing Strategy, climate goals, and measures
to lower operating costs through office consolidation

- establish acquisition program to provide federal
properties for conversion to meet housing goals

- develop an interim framework for existing
buildings in the National Building Code (NBC)
to streamline conversions and to be adopted by
municipalities prior to adoption of the new NBC

Financial Institutions: provides some investment
advantages

- completed with shorter development timelines
than new construction

- create potential partnership opportunities and
delivery on ESG goals

Building Owners: provides an option for
mixed-use buildings, or portfolio and
revenue diversification

- opportunity to transform an obsolete asset

- more permissive policies could support building
retrofits through shorter timelines, carbon
credits, and financing through streamlined
approved processes

- removal of excess office space protects against
declining values of office space remaining,
which benefits owners with mixed portfolios

Non-profit and Post-secondary: provides
opportunities for a downtown presence

- create affordable, supportive or transitional
housing with shorter timelines and in locations
near existing services and amenities

- consider excess office space for student
housing (large building floorplates lend
themselves to congregate living)

- build an institutional presence in downtown
including mix of uses, corporate partnerships
and talent recruitment



HIGH LEVEL
RECOMMENDATIONS

For regulators (municipal, provincial, federal):

+ Target buildings of a certain era for conversions
with focus on those in need of retrofit

Create overlay plans or policy zones to
encourage conversions in areas with highest
concentrations of vacant office use and in
consideration of land uses nearby to ensure
complementary uses for new residents and
capitalize on existing investment

Ensure that policies do not limit conversion
when occupying the same volume as
existing building

Eliminate or minimize development approval
requirements for office conversions where no
external changes will be made to building.
Site plan control or development permit would
be triggered should a certain number of
additional units be added

Reduce parking requirements to facilitate
conversions; allow for repurposing of excess
parking for other uses, such as amenities

+ Create performance standards and/or design
guidelines for additions or alterations to
facilitate conversions including adding density
with predictability

- Establish indicators to trigger financial incentives
in alignment with policy objectives: housing
(supply and affordability), climate, intensification

+ Monitor housing creation, office absorption and
office vacancy to prevent an over-correction or
loss of needed office space

- Create a framework and alternative compliance
standards for Building Code application to apply
to existing buildings undergoing adaptive reuse

+ Measure GHG emission offsets for embodied
carbon and improved energy performance as
part of GHG reduction targets

For building owners, developers, housing providers:

+ Consider the cost of conversion and potential
revenue against the maintenance and
operations of a building with significant vacancy.
(While 10% is considered a healthy vacancy
overall, from a building-by-building perspective,
there will be a percentage vacancy at which

the building starts to lose money and conversion
should be considered. This will vary based on
market, operational or capital costs to building.)

Consider uses for congregate living, such as
student housing and supportive housing,

for buildings with large floorplate and where
interior spaces can be used for common
kitchens, living space and other amenities

Create office consolidation plans for entities
with large portfolios

Consider a partial conversion to retain office
tenants and revenue while repurposing vacant
space. (Despite feedback that mixed-use
buildings are complex to retrofit and manage,
we have seen two recent examples and
additional past examples that provide a
balanced business model with complementary
uses such as shared meeting space,
entertainment spaces and fitness centres.)

Develop technical guidelines to support
conversion projects and replication of
best practices

Promote downtown living through partnerships
with downtown leaders and advocates
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TOOLKIT
FOR CONVERSION

A Toolkit for building conversions has been created to provide guidance for a
variety of stakeholders wishing to pursue office conversions. This Toolkit is
based on best-practice research and engagement with those responsible for
office conversion to date. Each step is detailed in subsequent pages. Guidance is
meant for a diversity of stakeholders depending on role in conversion projects.

1. Research
and Data
Collection

2. Regulatory 3. Scenario
Review

4. Building 5. Working T 6. Measure
Inventory . ' and Track




TOOLKIT

1. Researc

Collectic

2. Regulatory
Review

Review and
identify current

Conduct and

Evaluate
(office vacancy and housing demand)

Review

(Zoning, Official Plan, Housing Plan, Climate
Action Plan) and existing program criteria
(e.g. heritage incentives, housing incentives,
carbon credits)

Look for
climate action, housing intensification,
housing supply, office policy

Consider policy amendments to
to conversions

Consider ways to



TOOLKIT

3. Scenario

Testing

HOT Evaluate data and market
HOUSING .
characteristics to understand a

el s (based on CUI’s five scenarios);
consider relevant policies
POLICY and programs

SUCCESS

REBOUND

BRUTALIST
HIGH-RISE

STEEL
FRAME
HIGH-RISE

LOW-RISE
BUILDING

HERITAGE
MID-RISE

CHALLENGING
MID-RISE

=

=

-

4

=

4. Building

Inventory

Apply CUI’s
and building

characteristics to understand

feasibility of buildings for conversions

Create process to bring together
building owners and city staff
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5. Working

Group

6. Measure
and Track

Establish a
to help a building
owner navigate process for building
conversion including
or to address
other housing needs

Find ways to

including
universities and non-profit housing providers
to benefit from each other’s knowledge

Establish a tracking system to
and track buildings
for best practices

to support subsequent owners

Establish a method to identify building
opportunities

Create a or ‘how to’
for conversions



FEDERAL FUNDING PROGRAMS

CUI has completed a scan of CMHC programs that may have applicability for office conversions.
Program criteria would have to consider building re-use for eligibility. The benefit of office building
re-use is both in the time to deliver housing (often shorter than ground-up construction) as well as the
environmental benefits of embodied carbon and building upgrades. This list has not been vetted for
conversion eligibility. It is also based on the best information found.

Rapid Housing Initiative (RHI)

(3rd round released for $1.5B in 2022-2023.
Funding for rapid housing provision including
modular and adaptive re-use. The conversion of
an office (former school building) in Ottawa is
funded by RHI.

National Housing

Co-Investment Fund (NHFC)

$2.9B for the creation of more than 4,000 units
and repair of over 17,000 units.

Rental Construction

Financing Initiative (RCFI)
Repayable loans for the construction of rental
housing at 80% below market rent for 40%
of units (and some additional forgiveness

for exceeding affordability or energy
efficiency requirements)

Housing Accelerator Fund
A new fund for $4B over 5 years to target the
creation of 100,000 new units.

Co-operative Housing
Development

A new program with $1.5B in funding
reallocated from Co-Investment Fund and
Rental Construction Initiative

Affordable Housing
Innovation Fund

$200M to support new ideas in
affordable housing

Canada Infrastructure Bank

Funding for retrofits to support energy efficiency.

Canada Greener

Affordable Housing

Low-interest loans and grants to non-profits
and affordable housing providers.

Housing Supply Challenge

An additional $300M in funding focused on in-
novations in construction could certainly include
building challenges and solutions for converted
office space

MLI Select

Multi-unit mortgage loan insurance for
affordability, accessibility and climate goals.
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POLICY AND PROGRAM OPTIONS

This table outlines a list of actions to support office conversions. CUI developed this list
through a literature review, examples of other jurisdictions, interviews with real estate
experts, and engagement with stakeholders from four case example cities

(Regina, Ottawa, Halifax and Moncton).

Policy and Program Options to Support Office Conversions
Financial Policies and Programs

Policies/Programs Responsible Jurisdiction Rationale

Provide tax incentives (rebate, credit, refund, TIFF) Municipal, Federal To reduce the overall costs of conversions
for conversions that achieve the City’s housing

goals

Provide capital grants for conversions that achieve Federal, Municipal To reduce the capital costs of conversions

the City’s housing goals

Provide development fee waivers for conversions Municipal To reduce the up-front development fees for conversions
that achieve the City’s housing goals

Create and implement a downtown economic Municipal Create and implement a downtown economic investment
investment strategy to support the creation of strategy to support the creation of amenities to support
amenities to support and attract increased and attract increased residential use

residential use
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Policies/Programs

Responsible Jurisdiction

Rationale

Initiate a conversions pilot project

Municipal

Provide building owners and developers with an example
of conversion project

Tie financial incentives to climate objectives to
support climate adaptation and mitigation goals for
all levels of government

Municipal, Provincial, Federal

To improve the viability of conversions that demonstrate a
reduction in GHG emissions over demolishing and
building new and encourage retrofits

Allocate community benefits charges towards
affordable housing as the result of conversion

Municipal

To improve the financial viability of conversions resulting
in affordable housing

Provide incentives for non-profit housing
developers embarking on conversion projects for
affordable housing

Municipal, Provincial, Federal

To improve the capacity of non-profit housing providers to
develop affordable housing through conversions

Identify and match government funding programs at
provincial and federal levels to support
conversions

Municipal

To make use of existing provincial and federal programs
to improve the financial viability of conversions

Utilize the community land trust financial model to
reduce development costs and implement
conversions as scale

Municipal, Non-profit

To enable non-profits, in combination with financial
incentives, to acquire buildings for conversion to
affordable housing

Discourage demolition of older buildings by
imposing pollution levy

Provincial, Municipal

To disincentivize demolition and encourage conversions
as an alternative

Encourage adaptive re-use by applying carbon
credits or other incentives for building re-use

Federal, Provincial

To incentivize adaptive reuse based on its avoided
emissions
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Policies/Programs

Responsible Jurisdiction

Rationale

erally owned buildings that are suitable for conver-
sions at below-market rate and provide a transition
plan for this initiative

Impose office space vacancy tax Municipal To discourage building owners from removing office
space from the market or withholding vacant buildings for
an extended period

Allow the stacking of different incentives such as Municipal To increase the financial feasibility/ROI of

heritage, housing, etc., to support office conversions office conversion projects

Consolidate office uses and sell vacant/unused fed- Federal To enable developers to convert

federally owned office buildings to
residential providing assurance and
at cost to be financially viable
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POLICY AND PROGRAM OPTIONS

Policy and Program Options to Support Office Conversions
Regulatory Policies

Policies/Programs

Responsible Jurisdiction

Rationale

Pre-zoning to permit changes of use for existing Municipal To reduce costs related to conversions due to carrying
office buildings to residential and mixed use costs (time) and the rezoning applications process
Amend the zoning by-law to reduce parking Municipal To improve the viability of conversions well served by
minimums for residential use, where relevant, to transit in downtown cores

support conversions

Streamline the planning approvals process Municipal To reduce the planning related costs of conversions

Revise building codes for more flexibility in conver-
sions

Federal, Provincial

To increase the viability of office conversions by providing
clarity on building standards

Provide building owners with guidance to develop a Municipal To fast-track conversions in buildings currently occupied

commercial tenant relocation strategy by live commercial tenants and ensure tenants are not
adversely impacted by conversions

Remove the need for a development permit in cases | Municipal To allow developers to go straight to the building permit

where there are no changes to the site

stage to reduce planning approvals-related costs
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Policies/Programs

Responsible Jurisdiction

Rationale

Establish office conversion districts (i.e., overlay Municipal To focus conversions in specific geographic areas,

zones) to concentrate conversions in specific areas strategically targeting financial incentives, providing

featuring compatible built form and uses supportive economies of scale, and controlling for use interactions.

of residential growth

Ensure downtown plans and strategies are regularly | Municipal To account for changing conditions

reviewed and iterated to support office conversions

Implement residential design and livability standards | Municipal To set minimum livability standards and prevent the

for office conversions creation of low-quality housing

Permit the repurpose of excess parking for other Municipal To enable the adaptive reuse of underutilized parking

uses (i.e., flexible spaces, servicing, commercial, structures and activation of excess surface parking for

amenities, and public spaces) the purpose of improving the attractiveness and livability
of the building and area

Implement the ability to transfer development rights Municipal To take advantage of unused height and density to

in the case of heritage buildings in zones that will encourage vertical additions to adjacent office buildings

not meet the maximum permitted density up for conversion

Implement density bonusing Municipal To leverage additional height and/or density as a basis

of negotiation between municipalities and developers to
secure community benefits such as affordable housing
through additions from conversion
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POLICY AND PROGRAM OPTIONS

Policy and Program Options to Support Office Conversions
Information/Nudging Programs

Policies/Programs Responsible Jurisdiction Rationale

Market the benefits of conversions on the vitality of Municipal, Provincial To attract investment and population growth

downtowns

Create a conversions manual for acceptable minor Municipal To provide clarity and predictability in the planning
variances for adaptive reuse process for developers and building owners interested in

conversions where rezoning is not planned

Write a conversions guidebook Municipal To provide clarity and predictability for conversions in the
planning process, technical requirements, and available
financial incentives

Regularly monitor and report on the office market Municipal To understand the scale of the opportunity
(e.g., quarterly) to track changes and inform policies
and programs

Explore the entry of non-traditional funders such as Municipal, Provincial, Federal | To introduce alternative funders to conversions
Crown corps and pension funds in conversions

Identify and analyze existing and planned office Municipal, Provincial, Federal | To determine best practices, lessons learned, and return
conversions and disseminate findings on investment potential for interested parties
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Policies/Programs

Responsible Jurisdiction

Rationale

development charges

Create a dedicated staff team Municipal To administer and process conversion-specific planning
applications and streamline the process

Create a municipal land development corporation Municipal To craft and implement a public lands or property
divestment strategy to provide property at low or no cost
to non-profits to facilitate affordable housing construction
through conversion.

Develop an inventory of office buildings and Municipal To identify the scale of opportunity for viable conversions

developable sites and enable Cities to know when sites are scarce and
conversion may be a viable option for housing

Track the creation of units through conversion in a Municipal To allow a municipality track unit creation and scale of

building permit database conversions through permitting system already in place

Create an information sharing platform between Municipal To help developers and buildings owners understand how

commercial and residential developers, to undertake office conversions through lessons learned

post-secondary institutions, and non-profit in the public, private, and non-profit sectors

housing providers

Create an office vacancy threshold based on Municipal To ensure the maintenance of a healthy office space

historical trends and future projections of the office market and inform building owners and developers of

space market opportunities and constraints for conversions

Review off-site charges such as utility hook-ups and | Municipal To determine potential fee reductions considering existing

building servicing requirements and infrastructure.
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High-level costing

High level costing has been completed for two
buildings identified as feasible for conversions.
One in Ottawa and a second in Regina.

Based on this analysis are the following findings:

- Per square footage costs for conversion vs.
new construction (hard costs only) are
approximately $130 -$200 per SF less than
new construction in the same location

- Cost per square foot does not account for
building acquisition, which could greatly
influence financial feasibility but nor does the
per cost of new construction account for land
costs and other potential new capital costs
such as servicing

- Unknown expenses can be more common
when working with an existing building
(hazardous materials, systems upgrades)
but construction is not necessarily more
expensive

Access the document here

GHG analysis summary

The following analysis evaluates the impact
of office-to-residential conversions on

GHG emissions including embodied carbon
of the building itself and improved energy
performance.

Re-use of existing buildings offers opportunities
to avoid some of the climate impacts of new
construction and shorten the timeframe to

net contribution. A GHG analysis has been
conducted to demonstrate the cumulative
effect of avoided construction emissions due
to building re-use and the point at which it
would take for a new building of the same
materials and volume would achieve emissions
offset (the point at which it is no longer
compensating for emissions triggered by

new construction compared to an existing
building converted).

This analysis shows that office-to-residential
conversions can provide near term carbon
emissions benefits when compared to the
equivalent new construction, in addition to
potential net reduction in total emissions
over the building’s lifespan.
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Depending on the building materials, location
(energy grid) and other factors, a new building
can take 16 — 75 years to offset the carbon
emissions that could be saved through
building re-use.

This analysis has been completed for three
building typologies analysed in CUI's work:

> Heritage typology
> Concrete high-rise typology
> Steel frame typology

Access the document here

Building code analysis summary

The following document includes an analysis of
Building Code implication for conversions. A list
of recommendations is included.

Access the document here

Building code information sheets

Access the document here


https://canurb.org/wp-content/uploads/Costing-analysis.pdf
https://canurb.org/wp-content/uploads/GHG-CUI-Office-Res-Conversions.pdf
https://canurb.org/wp-content/uploads/Building-Code-Final-Report-2023-02-21.pdf
https://canurb.org/wp-content/uploads/Building-Code-Final-Appendices-2023-02-21.pdf
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