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1.0 Introduction

In 2004, the City of New Westminster began a comprehensive review of its approach to obtaining
contributions from urban development projects to help pay for the infrastructure and amenities
needed to support a growing population. This review identified three main strategies to increase
the City’s ability to generate revenue for infrastructure and amenities:

1. A new Development Cost Charge (DCC) system. The City can collect funds from new
development to pay for City-wide improvements to transportation, drainage, water, and sewer
infrastructure, and to acquire and improve parkland. New Westminster implemented a new
DCC system in 2006 and is currently updating its DCC bylaw to expand the list of capital
projects and adjust the rates charged to development.

2. A more structured approach to obtaining voluntary amenity contributions from rezoning
applications. This approach (set out in the City’s Guidelines for Staff Evaluation of Voluntary
Amenity Contributions) is based on financial analysis to determine whether the change in
zoning increases the value of the subject site and, if so, what portion of this increase in land
value should be available to fund community amenities. The City began using this approach
in May 2005 and has secured significant contributions toward parks, transportation, and public
art, and other amenities and community benefits. This tool requires site-by-site negotiations
with developers, an approach that is well suited to large, complex projects but is cumbersome
for small projects and is not applicable at all to projects that do not require rezoning.

3. The use of amenity density bonusing, as allowed under the Local Government Act. An
amenity density bonus zone defines an outright density that can be achieved without any
amenity contribution and extra ‘bonus’ density that can be achieved in exchange for the
provision of amenities. Density bonusing is more predictable and straightforward than site-
specific amenity negotiations, so it is well-suited to smaller projects in areas suitable for
intensification. Implementing density bonusing requires changing the City of New
Westminster Zoning Bylaw and the development review process. While work has been
underway to create a density bonus system in New Westminster, projects that could be
processed using density bonusing if the system were in place are instead being reviewed
using the more labour-intensive approach of case-by-case negotiations.

Coriolis Consulting Corp. was retained to help develop New Westminster’s density bonus zoning
system. This report outlines the recommended density bonus zoning system and describes the
technical analysis and community consultation that were inputs to developing the proposed
system.
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2.0 Scope of Work

In order to design a density bonusing system for New Westminster, City staff and Coriolis have:

1.

Identified locations where the City of New Westminster Official Community Plan supports
additional density and determined how much extra density would be appropriate.

Tested higher density building designs to ensure the proposed maximum densities can be
achieved in attractive, livable buildings.

Considered alternate approaches to implementing density bonus zoning and selected the
options that best fit with the City’s principles of financing growth.

Estimated the value of different types of proposed bonus density and the likely market interest
in bonus density in order to estimate the value of the amenity contributions the City might
receive from the density bonus system.

Identified the types of community amenity contributions that could be obtained in exchange for
bonus density and how the City might set priorities for amenity investments.

Met with local residents, landowners and the development industry in April 2008 to gather
feedback on a preliminary proposal for the density bonus system (see Attachment 1 for report
on consultation).

Secured Council approval for the general density bonus zoning proposal.

Created a more concrete proposal for New Westminster's density bonus zoning system and
identified additional work required to implement the proposal.

Reviewed the proposed system with local residents and the development industry in October
2008.

10. Submitted the final report and recommendations to the City in October 2008.
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3.0 How Density Bonusing Works

The Local Government Act allows municipalities in British Columbia to regulate the use of land by
implementing zoning regulations that set out the allowable uses, densities and general building
forms for each site. The Act empowers municipalities to allow land to be developed at a higher
density if, in return, the developer provides amenities that benefit the community. This density
bonus zoning is supposed to specify a base density that can be developed with no community
amenity contribution, and a higher density that is achievable if the required amenity contribution is
made. Zoning parameters such as allowable height, maximum site coverage, parking
requirements, and required setbacks must be set so as to ensure that the additional bonus
density can actually be accommodated on the site.

The following sections describe the effect of density bonusing on the financial performance of
development projects (from the perspective of developers, land sellers, and the municipality), the
conditions necessary for a density bonusing system to be successful, and the density bonusing
practices in other municipalities.

3.1 Impact on Financial Performance

Table 1 below illustrates how density bonusing affects the financial performance of a development
project. The figures are for a hypothetical project and, while not necessarily intended to reflect
current market conditions in New Westminster, are broadly indicative of a low-rise project in the
City.

In this example, the assumed base density is 1.3 FSR and the density bonus allows an additional
0.1, to a maximum of 1.4 FSR. This is not meant to imply that 0.1 is the appropriate real bonus;
this example simply illustrates the financial implications of a density increment within the same
residential structure type.

Table 1: Sample Density Bonus Calculations for a Hypothetical Low-Rise Wood-Frame Apartment

Scenario 1: Scenario 2:
Development at Base Density Development with Bonus Density
Site Size 30,000 sq. ft. 30,000 sq. ft.
FSR 1.3 1.3+0.1 bonus = 1.4
Floorspace (Gross) 39,000 sq. ft. 42,000 sq. ft.
Units (@ 1,000 sq. ft. net) 33 36
Sales Revenue’ $11,550,000 $12,600,000
Total Development Cost $8,250,000 $9,000,000
Amenity Contribution® 0 $120,000
Land Cost $1,560,000 $1,560,000
Developer Profit’ $1,740,000 $1,920,000

! Assumed sales price is $350,000 per unit.

% Including marketing, DCCs, all hard and soft costs, and interim financing but not including land; the total
cost is about $250,000 per unit.

® There is no amenity contribution in Scenario 1; in Scenario 2 the amenity contribution is $40 for each
additional square foot of space.

* The target profit margin is 15% of revenue.
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Scenario 1 shows a development at a base density of 1.3 FSR, which is assumed in this case to
be achievable without any amenity contribution. In this scenario, the developer pays $1,560,000
for a 30,000 square foot site on which 39,000 square feet of residential space can be built. The
land purchase price is equal to $40 per square foot of buildable space (i.e. $1,560,000 divided by
39,000 sqg. ft.). The developer earns a profit of $1,740,000, which is equal to about 15% of gross
revenue, a typical development industry target for profit margin. This project “works” financially
from the developer’s perspective.

Scenario 2 shows how the numbers work if this site is in a density bonus zone that allows the
developer to achieve a total 1.4 FSR (the base 1.3 FSR as in Scenario 1 plus an additional 0.1
FSR). The project increases from 33 units to 36, so sales revenue and total development cost rise
commensurately. The developer makes a cash-in-lieu amenity contribution, which in this example
is assumed to be paid at a rate of $40 for each additional square foot of allowable space (i.e.
30,000 square foot site times bonus 0.1 FSR times $40), or $120,000. The purchase price for the
development site remains the same ($1,560,000). This is a crucial part of the analysis, because
the developer must pay for the site as though it is zoned for the based density of 1.3 FSR,
knowing that the bonus density can only be obtained by making the amenity contribution to the
municipality. Developer’'s profit is numerically larger than in Scenario 1 (which makes sense
because the project is larger), but is equal to 15% of revenue.

The following important points are illustrated by Table 1:

. The density bonus system allows more units to be developed because of the higher density,
so land is being used more intensively.

« The amenity contribution payment to the City does not impair the profitability of the
development project. With the extra density, the developer builds a larger project and is still
able to achieve the target profit margin of 15% of gross revenue (which is a larger dollar
amount because the project is larger).

« The amenity contribution (in this case) is equal to the land value associated with the additional
density. In effect, it is as though the developer bought a site with an allowable FSR of 1.4,
except that the land purchase is in two components: the purchase price paid to the land seller
based on allowable density of 1.3 FSR ($1,560,000) and the amenity contribution of $120,000
paid to the municipality for the additional 0.1 FSR.

3.2 Density Bonusing in Other Municipalities

Several communities in British Columbia and Alberta have implemented density bonusing
systems. Each system is different depending on the municipality’s choices about the location and
amount of extra density to be permitted and the amenities required in exchange. The following
examples illustrate some of the ways a density bonusing system can be structured.

1. The City of Surrey uses density bonusing to allow additional density in new residential
development areas. The zoning in these areas allows developers to build low density
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residential development with no amenity contribution, or build higher density versions of the
same housing forms in exchange for cash contributions toward parkland development, library
books, police protection, fire protection and community buildings (see Attachment 2 for zoning
excerpt). The amount of extra density permitted, and the expected cash contributions are set
out in the zoning bylaw. The value of the amenity contributions received is adjusted each year
for inflation. Surrey’s system is based more on an estimated cost of future services rather than
on the market value of the extra density. As a result, the cost of the additional development
rights is less than the value of the opportunity, so raw land values are increased.”

2. The City of Burnaby allows bonus density in exchange for community amenities in the multi-
family zones used in Burnaby’s four town centres (see Attachment 3 for zoning excerpt).
These zones specify a base density that could be built with no amenity contribution, and
additional density that can be built if an amenity is offered. Developers interested in building
the bonus density are required to rezone into a comprehensive development (CD) zone with a
base and bonus density designed specifically for that site. The City of Burnaby calculates the
value of the additional floorspace the developer will be able to build and asks for amenity
contributions of equal value. Burnaby's zoning bylaw includes a list of nine amenity
categories (e.g. affordable housing, childcare, park improvements, environmental
enhancements) and staff suggests to the developer which type of amenity would be most
appropriate for each project. In some cases, the City requests a cash amenity contribution
that is used to fund other community amenities. Burnaby’s system is predictable because it
sets out the base and bonus densities permitted and the formula to be used to calculate the
value of the amenity expected in return. Burnaby’s model is more labour-intensive than the
Surrey approach because it requires a case-by-case assessment of the value of the bonus
density and staff input to determine the type of amenity contribution requested from each
project. As a consequence, the amount paid for bonus density reflects the actual market value
of the additional development opportunity.

3. The City of Calgary has begun using density bonusing to achieve higher densities in selected
urban nodes while also obtaining amenities. Calgary’s system allows developers to earn
additional density in several possible ways including providing affordable housing, open
space, or cash contributions to a community enhancement fund. When a developer chooses
the cash contribution option, density is valued at 100% of the market land value of the
additional density based on a site-specific appraisal.

> Any part of the land value of extra density left “on the table* by the municipality is likely to be incorporated
into the selling price of development sites. Usually, land sellers are quick to recognize this opportunity, so
there is no incentive or gain to developers.

CORIOLIS CONSULTING CORP. PAGE 8



4.0 Questions Involved in Building The System

The amount and location of bonus density, the value and type of amenities expected in return,
and the legal process required to obtain extra density will differ in each community. However,
every jurisdiction that decides to use density bonusing to obtain community amenities must
answer the same general set of questions:

1.

5.

What are the basic principles on which the system should be based and what conditions must
exist for the system to be successful?

Where are there opportunities to allow bonus density that are likely to be of interest to
developers and that fit with community objectives and good planning principles?

How should the rezonings needed to allow density bonusing be implemented?

What should be the value of the amenity contribution expected in return for bonus density and
how should this value be calculated?

What types of amenities should be achieved through a density bonusing system?

The next several sections of this report discuss each of these questions in turn, outline different
approaches, and suggest an approach for New Westminster.
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5.0 Guiding Principles and Conditions for Success

5.1 Principles

In 2004, the City began a larger review of its approach to obtaining contributions from new
development to fund amenities and infrastructure. Creating a density bonus zoning system is one
component of this larger review. All of the development finance policies resulting from this
review, including the density bonusing system, are based on eight guiding principles:

1.
2.

The system should be squarely within the legal boundaries set by provincial legislation.

The system should be “administratively appropriate”™. small, straightforward projects should
not require expensive and time-consuming processes; larger, complex projects involving large
sites, significant changes in land use, or large changes in total urban development capacity
may reasonably involve a more complex process.

The system should rely on incentives and voluntary participation to the extent possible.
Developers should be given reasonable options: develop under existing zoning or choose to
seek additional entittements (by changing land use or increasing density in exchange for
making appropriate contributions that offset the costs of growth).

The system should be reasonably consistent and predictable. This is certainly true of
prescribed amenity bonus schedules. Even rezonings or variances involving site-specific
negotiations should be conducted in accordance with a systematic approach and should
reflect a reasonably consistent approach to defining an appropriate value of contribution and
an appropriate roster of amenities to be provided.

The system should be used to generate amenities (or revenue to be applied to amenities) that
are linked to the costs of accommodating growth, not as simply a tax on development that is
used to fund programs or facilities unrelated to the need for amenities or infrastructure
imposed by growth.

Amenities sought via a density bonus zone or volunteered by developers should be consistent
with the City’s objectives for amenities and infrastructure as outlined in the City’s Official
Community Plan and Strategic Plan.

The value of the amenity or infrastructure contribution should be commensurate with the
development value that is being conferred. If the amenity contribution is too expensive,
developers will not be interested. If the contribution is too low, new development is providing
a lesser share of the cost of growth than it is capable of sustaining. The balancing point is
right where the developer is willing to apply for rezoning or use the amenity bonus, willing to
make the contribution, and earns just enough additional revenue to justify the cost, time, and
risk inherent in the process.
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8. Amenity contributions should not normally be anticipated from projects that are inherently
already making a contribution that is consistent with City objectives and that effectively uses
all of the project’s financial ability to sustain amenity contributions. For example, rezonings or
variances needed to achieve restoration of a heritage building may not be able to make other
contributions to the same extent or value as non-heritage projects.

In addition to the above principles that underpin the City’s overall approach to achieving amenity
contributions, the City adopted three additional principles during the process of designing a
density bonus system:

1. All bonus density should fit with the land use concept in the City’s Official Community Plan in
order to ensure that the bonus density is appropriate in community planning terms and
acceptable to residents.

2. All opportunities for bonus density will be in addition to the density that can actually be
achieved under current zoning: there will be no downzoning of properties to create more
‘room’ for bonus density.

3. Where possible, the bonus density available will be achievable without changing the form of
housing (e.g. townhouse projects are more dense but are still townhouse projects; low-rise
apartments become more dense but they are still low-rise projects; and high-rise projects
simply add floors).

There is one other principle that has been incorporated into the design of the system. The density
bonus system is not designed to trigger redevelopment that would not otherwise occur. Some
forms of redevelopment anticipated in the OCP are not currently economically viable. For
example, some Queensborough sites are currently used for (or designated for) single family lots
and also designated for townhouse, but conversion to townhouse is not financially viable. If extra
density is made available at a deeply discounted price, it is possible that townhouse conversion
could work, but then there would be no opportunity to obtain an amenity contribution from the
extra density. New Westminster may want to explore other ways to encourage redevelopment,
but the density bonus system is being designed to obtain amenities from viable projects that
absorb increases in density, not to make non-viable projects viable.

5.2 Market Conditions for Success

Bonus density only works as a means to obtain amenities if land owners and developers are
willing to embrace the system and if the land market understands how to deal with bonus density
in establishing the value of development properties. The following conditions must exist for
density bonusing to be successful:

. Developers must believe that the increased project size is marketable, physically feasible, and
financially attractive. Extra density only has value to a developer if there is a market for the
extra space, if the space is profitable to develop, if the space (and the associated parking) fits
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on the site, and no disproportionate costs arise from building the extra space. Generally, the
system works best if the allowable extra density can be achieved without changing the form of
housing (e.g. townhouse projects are more dense but are still townhouse projects; low-rise
apartments become more dense but they are still low-rise projects; and high-rise projects
simply add floors).

. The extra density must be capable of being accommodated on the site without unacceptable
impacts on urban design, neighbourhood character, traffic, or other planning/transportation
factors. In other words, a sound planning process identifies appropriate locations for
additional density which then makes an amenity contribution, rather than arbitrarily adding
density to generate contributions.

« The price paid to the municipality for the bonus density (whether in the form of an actual
amenity or cash-in-lieu) should be more or less equal to the value of the density, assuming
there is no zoning risk. Developers will not pay more for the density than it is worth (i.e. they
will not accept reduced profitability on the extra space).

« The City must know what objectives it is trying to achieve via the amenity contribution. The
City should know whether it prefers on-site amenities or cash-in-lieu and, if cash, it should
have a clear sense of what amenities it wants to create with the revenue.

« There should not (in our view) be any down-zoning to create density bonus opportunity. To be
fair and to be acceptable to land owners and the development industry, the density bonus
system should retain existing allowable (or achievable) densities under existing zoning and
look for opportunities for new density that can be incorporated in development projects.

. It is essential that development properties remain priced in the market based on their existing
allowable density. The market must understand that the opportunity for new density, via a
density bonus, can only be achieved by making the appropriate amenity contribution.®

® If bonus density is priced at full market value, and all players in the market clearly understand this, density
bonusing will not have a significant upward pressure on land values. Developers buy sites based on the
outright allowable density and obtain the bonus density by making the amenity contribution. There are two
mechanisms whereby density bonusing can put upward pressure on land values:

« If the municipality provides bonus density at significantly less than its market value, the land market will
quickly capture any extra value in the selling price for development parcels. A vacant site zoned for a
base FSR of 1.2 with a density bonus of 0.2 should sell based on the 1.2 if the municipality prices
density at market value. If the municipality prices density at say 50% of market value, the developer
does not keep the other 50%. The site will be valued as though it is zoned for FSR 1.3 (i.e. 1.2 plus
50% of 0.2).

« Bonus density is typically valued based on “average” land value for a project. However, bonus density
floorspace when incorporated in a development project may have a revenue that is higher than the
average (say because of better views from the top floor) and may involve lower construction costs per
square foot than the average for the whole building (because some costs are fixed and do not vary with
marginal increases in project size). Consequently, the marginal extra land value of bonus density may
be higher than the overall average land value for the project. For example a high-rise residential site
may sell at an average land price of $25 per square foot of buildable space (based on an average unit
sales price of say $500 per square foot and hard construction cost of $200 per square foot). If an extra
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5.3 Provincial Guidelines

The Province has recommended that municipalities using a cash-in-lieu approach to amenities
should use revenue for amenities that will benefit the area absorbing the extra density and not
use the revenue to fund infrastructure intended to be funded by other means such as DCCs.

unit on an extra floor sells for $510 per square foot (better view) and marginal extra costs are say $195
per square foot, there is an extra $15 per square foot that could go to extra land value (i.e. $40 versus
$25 per square foot buildable). If the difference is not large and not easily calculated by a party other
than the developer, this is not likely to cause much upward pressure on land value and can be an
additional incentive for the developer to use the bonus density, but if there is a big gap between
average land value for the project and true marginal extra value for bonus space, there could be some
upward pressure on land values.
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6.0 Opportunities for Additional Density

After setting guiding principles, staff and the consulting team identified the amount and type of
bonus density that could be permitted in New Westminster. The opportunities identified comply
with the City’s guiding principles, they fit with the City’s current Official Community Plan land use
vision, and they do not involve any downzoning.

There are two general types of opportunities to increase density in New Westminster:

1. The maximum densities in some of the City’s multi-family residential and mixed use zones are
lower than the densities being achieved in similar projects in other communities. New
Westminster can increase the maximum allowable densities in these zones in exchange for
amenity contributions. Attachment 6 contains some conceptual drawings for townhouse, low-
rise apartments, and high-rise apartments. For each structure type there are drawings
showing the achievable density under existing zoning in New Westminster (the “befores”) and
drawings showing how higher density can be achieved (the “afters”) in the same structure type
by modifying site coverage and height.

2. The OCP designations for some sites in New Westminster allow higher densities than what is
permitted under existing zoning. At present, all applications for redevelopment to OCP
densities are being handled via case-by-case negotiations for voluntary amenity contributions.
The City can use density bonusing to process OCP redevelopments that only involve a
change in density, not a change in use.

Within these two broad categories there are six general development opportunities that could
accommodate additional residential floorspace under a density bonus system:

e Townhouse development in Queensborough.

e Townhouse development on the Mainland.

o Low rise residential and mixed use development in Queensborough.

e Low rise residential and mixed use development on the Mainland.

e High rise residential and mixed use development in Downtown.

e High rise residential and mixed use development on the Mainland outside of Downtown.

Attachment 4 contains maps of New Westminster showing the approximate locations of areas in
which there could be opportunities for additional density in townhouse, low-rise and high-rise
areas. All of these are consistent with current OCP land use designations.

Sections 6.1 to 6.8 describe the proposed base and bonus density for each type of development
and specify the zones and OCP designations that should have access to the density bonus
provisions. For simplicity, these sections describe each density bonus opportunity as if it will
become a new zoning district. Creating new zoning districts with density bonus provisions is one
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way to implement the proposed density bonus system. This approach, along with other
implementation methods, is described in section 7.0.

6.1 Townhouse Development in Queensborough

The City expects additional townhouse development in Queensborough on land designated for
multi-family residential development but currently zoned and developed for other purposes.
Townhouse development in Queensborough typically involves two storey buildings with parking at
grade.

We recommend that the City create a townhouse density bonus zone for Queensborough. The
zone should allow a base density of 0.6 FSR’, our estimate of the maximum density achievable
under existing townhouse zoning, and up to 0.3 FSR of bonus density, for a maximum
development density of 0.9 FSR. This zone should allow a maximum height of 25 feet and up to
50% site coverage.

Sites zoned or designated in the OCP to allow townhouse in Queensborough should be permitted
to develop under existing zoning or under the new Queensborough townhouse density bonus
zone. Sites already zoned RT-2A, RT-2B, RT-2C, RT-2D, RT-2F, RM-1, RM-1A, RM-1B, RM-2,
RM-2A, RMW-2 and RMW-2A should be allowed to develop under existing zoning or using the
Queensborough townhouse density bonus zone.

It should be noted that townhouse development is not viable in Queensborough on sites that allow
single family use, because single family lot values are so high.

If New Westminster wants to encourage multifamily development on those sites, it may need to
consider designating the sites for low-rise apartment. This density increase requires an OCP
amendment. It is not the intent of the density bonus system to change the economics of
redevelopment or add density outside the OCP.

6.2 Low Rise Residential Development in Queensborough
The City also expects additional low rise apartment residential development in Queensborough.

We recommend the City create a low rise residential density bonus zone for Queensborough that
would allow 1.2 FSR base density® with no amenity contribution and another 0.6 FSR in exchange

RT-2, the highest density townhouse zone, allows 18 units per acre. Based on recent townhouse projects
in New Westminster 1,500 sq.ft. is an appropriate average unit size, which yields a density of 0.62 FSR.
The base density may need to be set higher if the City wants to encourage townhouse development in the
short term as our analysis indicates that townhouse development is not viable at 0.6 FSR under current
market conditions.

We estimate the maximum achievable low rise apartment densities in New Westminster at present are
between approximately 1.0 FSR in the RM-2A zone (40 units an acre at 1,000 sq.ft. each) and 1.2 FSR in
the RM-2 zone (3 storeys at 40% maximum site coverage) or RMW-2A (50 units per acre at 1,000 sq.ft.
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for amenities. The zone should allow four storey buildings and up to 50% maximum site
coverage. Land designated RL, RM or RH (or any combination of the three) should be allowed to
develop under this density bonus zone, as should sites in Queensborough already zoned RM-1,
RM-1A, RM-1B, RM-2, RM-2A, RMW-2 and RMW-2A.

6.3 Townhouse Development on the Mainland

There is land designated for future townhouse development in Mainland New Westminster.
Outside of multi-phase developments (e.g. Victoria Hill) we expect townhouse development on
the Mainland to be in two or three storey buildings with underground parking.

The City should create a stacked townhouse density bonus zone. This zone should allow an
outright base density of 0.6 FSR?, our estimate of the maximum density achievable under existing
townhouse zoning (RT-2). The zone should allow another 0.6 FSR of bonus density (to a
maximum of 1.2 FSR) in three storey buildings with up to 50% site coverage.

Sites zoned RT-2, RT-2A, RT-2B, RT-2C, RM-1, RM-1A, RM-1B, RM-2, RM-2A and RM-2B
should be allowed to develop using the Mainland townhouse density bonus zone, as should sites
designated RL and RL/RM/RH.

6.4 Low Rise Residential Development on the Mainland

The City expects additional low rise residential development in Mainland New Westminster. We
suggest the City create a density bonus zone that allows an outright base density of 1.2 FSR*
and another 0.6 FSR of bonus density in a four storey building with 50% site coverage.

This density bonus zone should be available for development of sites zoned RM-1, RM-1A, RM-
1B, RM-2, RM-2A, and RM-5A. Sites designated RL/RM, RL/RM/RH, RM/RH and RMC in the
OCP should also be allowed to develop under this zone.

This density bonus zone will be an attractive alternative to all of the existing zones except RM-5A
which currently allows 70 units per acre. A site zoned RM-5A developed with units that are 1,000
sq.ft. on average could achieve 1.61 FSR under existing zoning. Developers with sites already
zoned RM-5A will not want to develop under a density bonus zone with a base density of 1.2
FSR, so RM-5A could be adjusted to allow a base density of 1.6 FSR and a bonus of 0.2, for a

each). The base density may need to be set higher if the City wants to encourage apartment development
in the short term as our analysis indicates that apartment development is not viable at 0.6 FSR under
current market conditions.

See footnote 1. The base density may need to be set higher if the City wants to encourage townhouse
development in the short term as our analysis indicates that townhouse development is not viable at 0.6
FSR under current market conditions.

19 see footnote 2.
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maximum of 1.8. Future applications to rezone to RM-5A should be rezoned into the low rise
density bonus zone instead so the City can obtain an amenity contribution for the extra density
being granted.

6.5 Low Rise Mixed Use Development on the Mainland

Most of the future low rise development in the Mainland’s neighbourhood commercial centres will
be mixed use projects with commercial space at grade and residential units above. The design
work completed for this project found that 2.5 FSR is an appropriate maximum density for four
storey mixed use buildings. The City has three low rise mixed use zones that are either already
applied to sites that might redevelop, or are the zones into which sites designated for low rise
mixed use development in the OCP would rezone. The maximum achievable density in each of
these zones is different:

« The C-1 zone allows two storey buildings with no maximum density or site coverage. Based
on recent mixed use developments in New Westminster we would expect C-1 zoned sites to
be developed at 1.1 FSR (0.35 FSR commercial plus parking at grade, one floor of residential
above at 0.75FSR).

. The C-2 zone allows three storey buildings with no density or site coverage limits. We would
expect development at about 1.85 FSR in this zone (0.35 FSR commercial plus parking at
grade, two floors of residential above, each of which would achieve 0.75FSR).

« The C-2A zone allows four storey buildings with retail at grade and up to 90 residential units
per acre. We expect development under existing zoning would achieve close to 2.5 FSR, the
maximum recommended density for this form of development.

Given the large difference in the achievable density under existing zoning, we recommend the
City create two low rise mixed use density bonus zones for the Mainland. The first zone should
allow a base density of 1.1 FSR and another 1.4 FSR of bonus density, for a maximum 2.5 FSR
development density in a four storey building with no maximum site coverage. This zone should
be available for sites currently zoned C-1 or C-1A, or for sites in areas where the OCP currently
anticipates rezoning to C-1 or C-1A. The second low rise mixed use zone should allow a base
density of 1.9 FSR and 0.6 FSR of bonus density. All other regulations in this second zone
should be the same as the first zone. Sites zoned C-2 (or sites where the OCP supports rezoning
to C-2) should be able to redevelop using this zone.

There is no potential for bonus density in the C-2A zone because the current permitted density is
close to the maximum recommended density for this form of development. Future applications to
rezone sites into the C-2A zone should be rezoned into the low rise mixed use density bonus
zone instead so the City can obtain an amenity contribution for the extra density being granted.
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6.6 High Rise Development in Downtown New Westminster

Most of Downtown New Westminster is zoned or designated for high density residential or mixed
use development. Many of the residential development sites are already zoned RM-6 Multiple
Dwelling Districts (Downtown). The RM-6 zone allows 3.0 FSR residential development with no
limit to the number of units per acre, or 4.0 FSR provided the project does not exceed 150 units
per acre. Most Downtown mixed use development sites are zoned C-4 Central Business
Districts. The C-4 zone includes the same provisions as RM-6 for residential density and allows
an additional 1.2 FSR for commercial uses.

The actual achievable density on many RM-6 or C-4 sites is determined by the maximum
permitted building height, which varies considerably. Building height maximums are assigned on
a site-specific basis and range from 40 feet to 135 feet (see Attachment 5). Sites with height
limits less than 60 feet cannot achieve the permitted 3.0 FSR. Even sites that can achieve the full
FSR do not have sufficient maximum height to achieve the tall, thin high rise buildings that are the
preferred high density building form in urban centre locations in Greater Vancouver.

City Council and local residents and development industry representatives who attended the April
2008 consultation sessions supported the idea of new downtown density bonus zones that allow
sites to be developed up to the maximum 4.0 FSR (residential only) or 5.2 FSR (mixed use) in
taller, thinner buildings. Therefore we suggest the City create three density bonus zones in the
Downtown:

1. Zone 1 would allow an outright residential density of 2.4 FSR (the achievable density on a site
with a 40 foot height limit developed at a 60% site coverage) and allow another 1.6 FSR of
bonus density for a maximum residential density of 4.0 FSR.

2. Zone 2 would allow an outright residential density of 2.9 FSR (the achievable density on a site
with a 50 foot height limit developed at a 60% site coverage) and allow another 1.1 FSR of
bonus density for a maximum residential density of 4.0 FSR.

3. Zone 3 would allow an outright residential density of 3.4 FSR (the achievable density on a site
with a 60 foot height limit developed at a 60% site coverage) and allow another 0.6 FSR of
bonus density for a maximum residential density of 4.0 FSR.

Each of these new density bonus zones would have to allow taller buildings. The Downtown
Community Plan process underway will establish new maximum Downtown building heights.
Until this work is complete, the City is considering applications for Downtown buildings up to 170
feet. If the density bonus zoning system is implemented before the Downtown Plan is complete,
the City should allow up to 170 feet in the new Downtown zones. When the Downtown
Community Plan is complete the maximum permitted heights in the density bonus zones can be
amended as necessary to match the new plan. Alternatively, the City may want to complete its
work on appropriate increased building heights before implementing the high-rise portion of the
density bonus system.
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The three density bonus zones described above should be used to grant bonus residential density
to both RM-6 and C-4 sites.”* RM-6 zoned sites would only be permitted the maximum residential
density (4.0) while C-4 sites could also develop up to 1.2 FSR of commercial space in addition to
the 4.0 of residential, as is permitted under the existing C-4 zoning.

Zone 1 should be available to RM-6 and C-4 sites where the current maximum permitted height is
40 feet or less. It should also be available for any sites in the Downtown that are designated for
high density residential or mixed use (RH, RL/RM/RH, C) but currently zoned for lower density
uses.

Zone 2 should be available to RM-6 and C-4 sites where the current maximum permitted height is
50 feet or less.

RM-6 and C-4 sites with current height maximums of 60 feet or greater should be permitted to
redevelop in Zone 3.

Some of the expected future development sites in Downtown are zoned C-4A (Larco), RM-6A
(Westminster Pier) and C-8 (sites along Columbia Street between Fourth Street and Eighth
Street). Additional density may be appropriate on some of these sites as well. However we
recommend that zoning changes to Larco and Westminster Pier be addressed through site-
specific amenity negotiations, and zoning changes in the historic district be reviewed as part of
the Downtown heritage financial analysis currently underway.

6.7 High Rise Development Outside of Downtown New Westminster

New Westminster expects additional high rise residential and mixed use development outside of
the Downtown. This form of development is permitted in the RM-4 zone (residential only), the C-3
and C-3A zone (mixed use) or in comprehensive development zones similar to RM-4, C-3 and C-
3A.

High rise residential development is permitted in the RM-4 zone that regulates density based on
units per acre. RM-4 allows an outright base density of 70 units per acre plus additional units per
acre for the percentage of parking provided underground or in structure, and for buildings with
reduced site coverage. We estimate that a high rise building with typical floorplates and site
coverage, parking in structure and marketable unit sizes can achieve approximately 3.0 FSR*.

The C-3 and C-3A zones allow high rise mixed use development outside of Downtown. These
zones are very similar to the RM-4 zone in that they allow a base residential density of 70 units
per acre and the same units per acre bonuses for reduced site coverage and structured parking.

" The residential density bonus potential for RM-6 and C-4 sites with the same height limits is the same,
even though C-4 sites may have a higher total density because of commercial space on site.

12 Our estimate of achievable density in the RM-4 zone assumes 130 units per acre at 1,000 sq.ft.

average unit sizes (70 units per acre base density plus 20 units per acre for 100% structured parking
plus 40 units per acre for 20% site coverage).
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C-3 allows a maximum density of 5.2 FSR, of which at grade space must be commercial, and C-
3A allows a maximum residential density of 4.0 FSR. We estimate that the units per acre density
controls limit achievable residential density in both zones to approximately 3.0 FSR.

Current City policy supports high rise residential development up to 4.0 FSR. We recommend the
City create a density bonus zone for high rise development outside of Downtown that allows a
base residential density of 3.0 FSR and another 1.0 FSR of bonus residential density. This new
zone will not grant bonus density for reduced site coverage and structured parking as the RM-4,
C-3 and C-3A zones do. Instead, the new zone will include regulations for the amount of parking
to be required in structure, maximum building height, and maximum site coverage.

This non-downtown high rise density bonus zone should be available to RM-4 zoned sites and to
land designated in the OCP for RL/RM/RH, RM/RH and RH. Sites with C-3 or C-3A zoning or
sites designated C in the OCP should have access to the same residential density bonus
opportunity as RM-4 sites (up to a 4.0 FSR maximum) in addition to the 1.2 FSR of commercial
density already permitted in the zones.

6.8 Summary of Possible Density Bonus Opportunities

We identified opportunities to grant bonus density in exchange for community amenities in
townhouse, low rise and high rise developments. All of the proposed bonus density is residential
floorspace but some will be developed in mixed use projects. Table 2 summarizes the
opportunities. Note that the maximum densities in Table 2 are for residential space. For zones
that also allow commercial space, this is in addition.

Table 2: Opportunities for Bonus Density

Density Bonus Zone Base Density | Max Density | Height | Site Coverage Parking Location
Queensborough Townhouse 0.6 FSR 0.9 FSR 25 feet 50% no change to regulations
Queensborough Low Rise Residential 1.2 FSR 1.8 FSR 40 feet 50% no change to regulations
Mainland Townhouse 0.6 FSR 1.2 FSR 40 feet 50% no change to regulations
Mainland Low Rise Residential 1.2 FSR 1.8 FSR 40 feet 50% no change to regulations
Mainland Low Rise Mixed Use Zone 1 1.1FSR 2.5 FSR 40 feet no change no change to regulations
Mainland Low Rise Mixed Use Zone 2 2.0 FSR 2.5 FSR 40 feet no change no change to regulations
Downtown High Rise Zone 1 2.4 FSR 4.0 FSR 170 feet no change |no change to regulations
Downtown High Rise Zone 2 3.0 FSR 4.0 FSR 170 feet no change |no change to regulations
Downtown High Rise Zone 3 3.4 FSR 4.0 FSR 170 feet no change |no change to regulations
Non-Downtown High Rise 3.0 FSR 4.0 FSR TBD TBD all parking provided in structure

Table 3 links the new density bonus zones to existing zones with potential for bonus density.
Table 4 shows which density bonus zones should be available to development sites based on
their OCP designations.

Tables 3 and 4 include most of the major density bonus opportunities. More detailed work on
individual zoning districts may yield other opportunities.
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Table 3: Zoning Districts Eligible for Bonus Density by Type and Location

Queensborough Mainland Downtown Mainland Outside of Downtown

Low Rise [High Rise|High Rise [High Rise] Stacked Low Rise Low Rise Low Rise High Rise | High Rise
Townhouse |Residential] Zone1l | Zone2 | Zone 3 |Townhouse [Residential | Mixed Use 1| Mixed Use 2[Residential | Mixed Use

RT-2

RT-2A
RT-2B
RT-2C

RM-1B

RM-5A

RIM-6 (40'
height limit)
RM-6 (50'
height limit)
RM-6 (60'+
height limit)
RMW-2
RMW-2A
C-1

C-1A

C-2

C-3

C-3A
C-4(40'
height limit)
C-4(50'
height limit)
C-4(60'+
height limit)

Table 4: Official Community Plan Designations Eligible for Bonus Density by Type and Location
Queensborough Mainland Downtown Mainland Outside of Downtown

Low Rise [ High Rise | High Rise | High Rise Stacked Low Rise Low Rise Low Rise High Rise High Rise
Townhouse | Residential | Zone 1 Zone 2 Zone 3 | Townhouse | Residential | Mixed Use 1 | Mixed Use 2 | Residential | Mixed Use

RL/RM
RL/RM/RH
RM

RMC

CCG
RM/RH
RH

C

CH

CM
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7.0 Implementation Options

The Local Government Act gives municipalities in British Columbia the power to grant bonus
density in exchange for community amenities but does not specify the legal structure for the
density bonus zoning or the process applicants must follow to obtain bonus density. Based on a
survey of several communities with density bonus zoning systems and a review of the Provincial
guide to implementing density bonus zoning™®, municipalities use one of two general approaches:

1. Applicants apply, usually on a site-specific basis, to amend the zoning on the site to allow for
bonus density in exchange for amenities; or

2. Municipalities rezone several sites to create the potential for bonus density in advance of a
specific development proposal for any property.

Sections 7.1 and 7.2 below describe each approach and discuss how well the approach fits with
New Westminster's objectives of obtaining meaningful amenity contributions using a simple,
predictable system based on incentives where as much as possible. Sections 7.3 and 7.4 include
our recommended approach for New Westminster and the implications of the recommended
approach on other City policies.

7.1 Site-Specific Rezoning to Obtain Bonus Density

Many municipalities require applicants to rezone sites in order to obtain bonus density. In the City
of Burnaby, for example, the City’s zoning bylaw General Provisions section states which multi-
family zones are eligible for bonus density, the cash and in-kind amenity contributions that will be
accepted in exchange for bonus density, and the method that will be used to calculate the value
of the bonus density (and therefore the value of the amenity expected in return). Each of the
eligible multi-family zones sets out the base density allowed without an amenity contribution and
the maximum bonus density permitted. Applicants seeking bonus density apply to rezone into a
comprehensive development (CD) zone based on the closest comparable multi-family zone.
Because Burnaby grants bonus density on a per square foot basis, each CD zone states the
exact base and bonus density proposed in the development application. The applicant follows the
standard rezoning application process and provides a cash amenity or security for an in-kind
amenity before the CD zoning amendment is adopted.

The City of Richmond and the City of Surrey require applicants seeking bonus density to rezone
into pre-set zoning districts that include density bonus provisions. Surrey uses this approach in
the multi-family zones used in their Neighbourhood Concept Plan (i.e. new residential growth)
areas. The City of Richmond recently adopted new single family and multi-family zones that allow

3 The Province of British Columbia, Density Bonus Provisions of the Municipal Act: A Guide and Model

Bylaw, March 1997.
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bonus density in exchange for rent-controlled housing units or cash contributions toward
affordable housing.

Some municipalities prefer this site-specific rezoning approach to allocating bonus density
because it is entirely voluntary: sites are only rezoned to a bonus density zone at an applicant’s
request. In this approach the City also retains the full discretion allowed when considering a
rezoning application and can accept or refuse the application and therefore not grant the bonus
density, and can use the rezoning process to have considerable leverage over architectural
design.

Some developers like this approach because it is entirely voluntary, but many, including the
development industry representatives consulted in New Westminster in April 2008, do not like the
length of time and uncertainty involved in site-specific rezonings. If one of the goals of density
bonusing is to make it very clear to landowners, developers, and the community where
densification is allowed, site-by-site zoning is not helpful.

7.2 City-Led Prezoning to Create Density Bonus Opportunities

Another common way of implementing a density bonus system is for the municipality to change
the zoning on eligible sites to include density bonus provisions. This can be done by amending
the text of an existing zone, which then changes the allowable densities on all sites currently in
that zone. It can also be done by creating a new density bonus zone and applying it to many or
all eligible sites.

Many municipalities, including the City of New Westminster, use this approach to grant bonus
density for site and building design objectives such as reduced site coverage and structured
parking. For example, a development site zoned RM-4 in New Westminster could build to a
density of 70 units per acre with a 40% site coverage and surface parking, or up to about 130
units per acre if site coverage were reduced to 20% and parking were provided in structure. The
process for obtaining pre-zoned bonus density is simple and straightforward: a site already zoned
RM-4 can be developed to the base density or up to the bonus density at the applicant’s choice,
with no rezoning.

The major advantage of this approach is that there is a high degree of certainty about the location
and amount of bonus density and applicants can obtain this bonus density without the added time
and uncertainty of a rezoning process. However, unless the base density in the new density
bonus zone is exactly equal to the density permitted in the existing zoning, this approach will
change existing development entitlements and is therefore not entirely an optional system.
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7.3 Recommended Approach: A Third Option with the Advantages of
Pre-zoning and Voluntary Participation

At the April 2008 consultation sessions, local residents asked for certainty about the location and
amount of bonus density to be granted, and what would be obtained in return. Development
industry representatives asked for a system that allows them to retain the option of developing
under existing zoning, but does not involve going through a rezoning to obtain bonus density.

With these preferences in mind we suggest a hybrid approach for New Westminster that includes
pieces of each of the options described above. All sites with zones or OCP designations that
make them eligible for bonus density should retain their existing zoning. The City should create
new zoning districts based on each of the opportunities set out in table 2 and rezone eligible sites
into these zones without removing the existing zoning. In effect the City will be overlaying a new
zone on top of the old zone so sites with density bonus potential would have two zones': the
zone in place before density bonusing and the new density bonus overlay zone. Applicants could
choose to develop under the original zone or under the overlay zone (but not mix elements from
the two zones).

This approach provides a high level of certainty to residents, landowners and developers about
the location and amount of bonus density, and eliminates the uncertainty involved in rezoning.
Using overlay zoning ensures each site retains its existing development entitlements while
creating a density bonus opportunity.

7.4 Implications for Other City Policies

At present, New Westminster grants bonus density through site-specific rezonings and grants
height and siting development variances so applicants can build taller, more marketable buildings.
Many of these types of projects will be able to be processed in a more straightforward,
streamlined approach once the density bonus zoning is in place. However the proposed density
bonusing system, and particularly the recommended pre-zoned approach, require some changes
to existing City policy:

. The development variance permit process should no longer be used to change building
massing and siting regulations to increase in achievable density or substantially increase the
value of the floorspace to be built. Applicants requesting these changes should be
encouraged to develop under their eligible density bonus zone (if the site is pre-zoned) or
rezone into an appropriate density bonus zone.

*" The City already uses this approach for commercial properties along Sixth Street and on Columbia

Street East. The City rezoned these properties to C-2A and retained the existing C-3 zoning so sites
can be developed under either zone.
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. Development variance permit applications should still be entertained for minor (i.e. those that
do not result in a significant increase in achievable density) height and siting variances,
particularly when the changes are to address City/advisory community requests or to address
site-specific development constraints.

. Implementing a pre-zoned density bonusing system will reduce the number of development
applications that require rezoning. This approach will have cost and time savings for the City
and applicants, but will reduce the City’s ability to negotiate for infrastructure needs and
design concessions during the rezoning process. The City may need to strengthen
development permit regulations in order to adequately regulate design and sequencing of
development, or revise the works and services and/or development cost charges policies to
obtain necessary off-site infrastructure.

. Projects that fit in the density bonus zoning system should be encouraged to develop based
on the density bonus framework but all applicants should have the option to apply for a site-
specific CD rezoning where the amenity contribution for any increased density would be
determined on a site-specific basis according to the City’s Guidelines for Staff Evaluation of
Voluntary Amenity Contributions. The City should use the site-specific rezoning process for
proposals that involve land use changes or have unique opportunities for on-site amenities.
Both the City and the applicant could decide that an application is more suitable to a site-
specific process.

. Major land use changes or large complex sites undergoing rezoning should continue to be
dealt with on a site-by-site basis for obtaining voluntary amenity contributions.
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8.0 Value of Amenity Contributions

The Local Government Act does not define the type or value of amenity contributions that can be
obtained in exchange for bonus density. This leaves considerable scope, but in practice, bonus
density is only appealing to a developer if the bonus is worth at least as much as the cost of the
amenities expected in return. Therefore most density bonus systems involve an estimate of the
value of bonus density and decisions about how much of this bonus density value should fund
community amenity contributions.

We reviewed density bonusing systems in other communities and found that some communities
determine the value of a bonus on a case by case basis while others use the same estimate for
several applications. Some municipalities expect the value of the amenity contribution to be equal
to the estimated land value while others expect only a portion of the estimated value. The
sections below outline the different methods used and recommend an approach for New
Westminster.

8.1 Setting the Value of Bonus Density

Based on our survey of density bonusing systems in other jurisdictions there are two approaches
to valuing bonus density. Some communities determine the value on a site-specific basis. The
other approach is to set a fixed value for a certain type and amount of bonus density and apply
that set value to several sites, regardless of site-specific development economics.

8.1.1 Site-Specific Value

The most accurate approach to valuing bonus density is to calculate the value for each
application. The City of Burnaby uses this approach. Burnaby’s real estate division reviews each
development application that requests a bonus and uses the best available market information to
estimate the value of the bonus. The City of Surrey recently adopted a similar approach for
applications requesting bonus density in Surrey City Centre and Guildford Town Centre.

This site-specific approach results in the most accurate estimate of the value of a bonus for each
site because the analysis will be based on the most recent available market information at the
time of the application and can consider site-specific issues (e.g. higher than average sales prices
on waterfront sites, higher construction costs for brownfield redevelopment).

This site-specific approach requires more work on each application than a pre-set density bonus
schedule and is well-suited to municipalities with in-house real estate expertise or the ability to
retain consultants. It also works well in communities where the value of the same type of density
(e.g. high rise density) varies in several parts of the community.
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8.1.2 Fixed Schedule of Density Bonus Values

Some municipalities set a value for one or more types of bonus density and use that value to
guide expectations about amenity contributions from several projects. These values are usually
based on financial analysis of hypothetical development sites and recent land sales for
comparable projects. The City of Richmond used this approach to develop density bonus zones
that grant bonus townhouse density for a $2 per square foot cash contribution toward affordable
housing and bonus high rise residential density for a $4 per square foot contribution toward
affordable housing. The City of Coquitlam used a similar approach to set the cash contributions
expected in return for bonus density granted in Coquitlam Town Centre.

Some applicants favour this pre-set approach to valuing bonus density because the value of the
expected amenity contribution is known in advance. The downside of a pre-set system is that it
involves some averaging so the number might be a little too high for some sites and a little too low
for others.

From the City’s perspective there may be more work involved up front to determine appropriate
land values, but once this work is complete, the values can be used for more than one project.
Pre-set bonus density values need to be reviewed regularly to reflect changing market conditions,
especially when market conditions are changing rapidly, which can mean frequent by-law
amendments.

8.1.3 Proposed Approach for New Westminster

New Westminster has expressed a desire for a density bonus system with minimum
administrative load, which might suggest using a schedule of land values for each type of bonus
density available (e.g. townhouse, wood frame apartment, concrete apartment). A pre-set
schedule also responds to the development industry’s request for as much certainty as possible in
the density bonusing system and is to some extent suitable for a geographically small community
with limited staff resources. However, in our view there is wide variation in the value of bonus
density in New Westminster and, after several years of rising land values, the market has entered
a period of decline and instability that may last for a while.

In order to be fair to all projects, respond to changing market conditions, and maximize revenue to
the City, we recommend that the value of bonus density be determined for each project, by
appraisal that could be submitted by the applicant or arranged by the City.

8.2 The Proportion of Bonus Density Value that Funds Amenities

Greater Vancouver municipalities with established density bonus systems differ in how much of
the increased land value resulting from bonus they expect will fund community amenities. At one
end of the spectrum, the City of Burnaby expects the value of the amenities offered to be worth
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100% of the land value of the bonus. At the other end, the City of Surrey is phasing in a new
density bonus system and for the first year only expects the amenity contribution to be worth 25%
of the value of the bonus density. The City of Richmond and City of Coquitlam expect 50% of the
value of bonus density to be reflected in amenity contributions.

Obviously, the closer the value of the amenity contribution is to the full value of the bonus density,
the more amenity benefit the community receives. Communities that choose to share the
increase in land value with the developer do so to off-set costs associated with obtaining the
bonus density (e.qg. if obtaining bonus density requires a rezoning that was not necessary before),
or as an incentive to developers. In our view any share that the municipality leaves on the table is
likely to be capitalized into land values in the market, not available as developer incentives. As
well, if density bonus rezonings are initiated by the City, there is no rezoning risk for developers.

One of New Westminster's core financing growth principles is that the value of the amenity
contribution should be commensurate with the value of the density granted in return. The City's
current practice in site-specific negotiations is to obtain amenity contributions that are equal to the
increase in land value less any costs involved in obtaining the additional development rights. We
suggest the City use the same approach for the density bonusing system. If the City implements
a pre-zoned density bonus system a developer should not incur any significant additional costs or
risks to obtain bonus density. Therefore the City should expect that the value of the amenity
contribution is equal to 100% of the value of the bonus. If the City chooses an implementation
approach that requires applicants to rezone to obtain bonus density, the value of the amenity
contribution expected should be the increase in land value less rezoning costs.

8.3 Potential Amenity Contribution Revenues

The total potential value of amenity contributions received from new residential development in a
community depends on three factors:

« The number of new residential units created;
« The proportion of these units that make amenity contributions; and
« The maximum amenity contribution that can be expected from each unit.

We reviewed all three factors to estimate New Westminster’'s amenity contribution revenues in an
average year and over a 10 year time period.

Forecasting future amenity contributions is difficult because we do not know what policies the City
will adopt, what densities will be allowed, how many projects will be physically able to
accommodate additional density, and how market conditions will fluctuate on a year to year basis.
The estimates in this report are solely intended to provide a rough sense of the magnitude of
opportunity in order to help the City with amenity planning.
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The estimates of potential revenue are based on information, analysis, and assumptions from
several sources:

« Forecasts for the total amount of residential development likely to occur in the City (see the
report in footnote 13 below).

« An analysis of the land value associated with increments to density in each residential
structure type. Attachment 7 includes a financial analysis in support of the land values we are
using as the basis for our forecast of future amenity contributions.

. The assumed proportion of new development projects that take advantage of the opportunity
for more density, as explained for each area below.

8.3.1 Revenue from Townhouse Development in Queensborough

The City of New Westminster recently completed a draft housing and population forecast to
2031."° This forecast calls for 30 new townhouse units on average each year in Queensborough,
or 300 units over 10 years.

Table 5 summarizes our estimate of potential amenity contribution revenues from townhouse
development in Queensborough annually, and over a 10 year period. This revenue estimate
assumes:

. All future townhouse projects will occur on sites that are eligible for density bonusing. We
think this assumption is realistic because all townhouse development in Queensborough
between 2005 and 2007 required rezoning, there are very few pre-zoned townhouse
development sites, and the maximum existing densities in townhouse zones are low.

« The proposed townhouse density bonus zone allows 0.6 FSR as a base density and another
0.3 FSR of bonus density, so 33% of the total density would be bonus space.

- Not all development proposals will take advantage of opportunities for additional density and
some of the proposals that do will only use a portion of the extra density offered. For
illustrative purposes we assume that only 75% of the density bonus potential is used.

« We used the mid-point of the land value increase range ($70 to $75 per sq.ft.) to calculate the
maximum amenity contribution per average 1,500 sq.ft. unit: $109,000.

Using these assumptions the City could expect approximately $8 million in amenity contribution
revenue per decade from townhouse development in Queensborough. However, this may
overstate the short-term potential revenue as under current market conditions townhouse
development in Queensborough is only viable on a limited number of sites.

> Draft New Westminster Population and Housing Forecast 2008 to 2041, Coriolis Consulting Corp.,

August 2008. The draft forecast has a low and high scenario for population and housing growth in New
Westminster. This revenue estimate is based on the mid-point of the two forecasts.
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Table 5: Potential Density Bonus Revenue from Townhouse Development in Queensbhorough

Average Annual Forecast 10 Year Forecast
Number of New Townhouse Units Created 30 300
Percent of Units Created Under Existing Zoning 0% 0%
Percent of Units That Would Be Bonus Units 33% 33%
Assumed Uptake of Bonus Density Potential 75% 75%
Number of Bonus Units Each Year 7 74
Average Size of Bonus Unit (sq.ft.) 1,500 1,500
Land Value Per Bonus Unit S 109,000 | $ 109,000
Percent of Land Value Obtained as Amenity Contribution 100% 100%
Estimated Annual Amenity Contribution Revenues S 809,325 | S 8,093,250

According to the City’s July 2008 Projects on the Go, there are 232 townhouse units under review
or recently approved in Queensborough. At an average annual growth rate of 30 units a year,
these approved developments could accommodate approximately 8 years of townhouse demand.
Therefore amenity contribution revenues collected from townhouse development in the next 10
years will depend on the share of townhouse demand that is absorbed by units already approved
versus units in future development proposals processed under the new density bonus zoning
system.

8.3.2 Revenue from Townhouse Development on the Mainland

The City’s draft 2031 housing and population forecast calls for between 150 and 190 stacked
townhouse units on the Mainland over the next 33 years, or about 7 units on average for each
year of the forecast period.

Table 6 summarizes our estimate of potential amenity contribution revenues from stacked
townhouse development on the Mainland annually, and over a 10 year period. This revenue
estimate assumes:

« All future townhouse projects will occur on sites that are eligible for density bonusing. We
think this assumption is realistic because all townhouse development on the Mainland
between 2005 and 2007 required rezoning, there are no sites pre-zoned for stacked
townhouse development at marketable densities.

. The proposed townhouse density bonus zone allows 0.6 FSR as a base density and another
0.6 FSR of bonus density, so 50% of the total density would be bonus space.

- Not all development proposals will take advantage of opportunities for additional density and
some of the proposals that do will only use a portion of the extra density offered. For
illustrative purposes we assume that only 75% of the density bonus potential is used.

« We used the mid-point of the stacked townhouse land value increase range ($55 to $60 per
sq.ft.) to calculate the maximum amenity contribution per average 1,300 sq.ft. unit: $67,000.
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Using these assumptions the City could expect approximately $1.8 million in amenity contribution
revenue per decade from townhouse development on the Mainland. This may overstate revenue
as under current market conditions, townhouse development on the Mainland is only viable on a
limited number of sites.

Table 6: Potential Density Bonus Revenue from Townhouse Development on the Mainland

Average Annual Forecast 10 Year Forecast
Number of New Townhouse Units Created 7 70
Percent of Units Created Under Existing Zoning 0% 0%
Percent of Units That Would Be Bonus Units 50% 50%
Assumed Uptake of Bonus Density Potential 75% 75%
Number of Bonus Units Each Year 3 26
Average Size of Bonus Unit (sq.ft.) 1,300 1,300
Land Value Per Bonus Unit S 67,000 | S 67,000
Percent of Land Value Obtained as Amenity Contribution 100% 100%
Estimated Annual Amenity Contribution Revenues S 175,875 | $ 1,758,750

According to the City’s July 2008 Projects on the Go, there is one townhouse development
already approved and another under review. These two projects combined contain 38 units and
could accommodate 5 years of average annual townhouse demand. If the density bonusing
system is implemented in 2008 the actual revenues collected between 2008 and 2018 will
probably be somewhere between $900,000 and $1.8 million, depending on the amount of
demand that is absorbed by in-stream or approved projects.

8.3.3 Revenue from Low Rise Development

The City expects development of 3,900 to 4,800 new low rise apartment units in New
Westminster by 2031, or approximately 190 units on average for each year of the forecast period.

Table 7 summarizes our estimate of potential amenity contribution revenues from low rise
development annually, and over a 10 year period. This revenue estimate assumes:

« All future low rise development will occur on sites that are eligible for density bonusing. We
think this assumption is realistic because all low rise development on the Mainland between
2005 and 2007 required rezoning and the pre-zoned low rise sites have maximum densities
that are low relative to market preferences.

« The proposed low rise density bonus zone allows 1.2 FSR as a base density and another 0.6
FSR of bonus density so 33% of the total density would be bonus space.

« Not all development proposals will take advantage of opportunities for additional density and
some of the proposals that do will only use a portion of the extra density offered. For
illustrative purposes we assume that only 75% of the density bonus potential is used.

« We used the mid-point of the land value increase range ($45 to $50 per sq.ft.) to calculate the
maximum amenity contribution per average 1,000 sq.ft. unit: $47,500.
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Using these assumptions the City could expect approximately $22 million in amenity contribution
revenue per decade from low rise development.

Table 7: Potential Density Bonus Revenue from Low Rise Development

Average Annual Forecast 10 Year Forecast
Number of New Low Rise Units Created 190 1,900
Percent of Units Created Under Existing Zoning 0% 0%
Percent of Units That Would Be Bonus Units 33% 33%
Assumed Uptake of Bonus Density Potential 75% 75%
Number of Bonus Units Each Year 47 470
Average Size of Bonus Unit (sq.ft.) 1,000 1,000
Land Value Per Bonus Unit S 47,500 | $ 47,500
Percent of Land Value Obtained as Amenity Contribution 100% 100%
Estimated Annual Amenity Contribution Revenues S 2,233,688 | $ 22,336,875

According to the City’s July 2008 Projects on the Go, there are 875 low rise apartment units under
review or recently approved. At an average annual growth rate of 190 units a year, these in-
stream applications could accommodate about 5 years of low rise apartment demand. Therefore
amenity contribution revenues collected from low rise development in the next 5 to 10 years will
depend on the share of low rise demand that is absorbed by units already approved versus units
in future development proposals processed under the new density bonus zoning system.

8.3.4 Revenue from High Rise Development

The City is planning for 11,000 to 13,300 new high rise apartment units in New Westminster by
2031, or approximately 530 units on average for each year of the forecast period.

Table 8 summarizes our estimate of potential amenity contribution revenues from high rise
development annually, and over a 10 year period. This revenue estimate assumes:

« Up to 35% of future high rise development will occur under already-approved zoning without
bonusing and 65% will occur on sites with potential for density bonusing. This split between
development under existing zoning vs. rezoning is based on the split in 1,200 units approved
between 2005 and 2007.

« The proposed high rise density bonus zone allows 3.0 FSR as a base density and another 1.0
FSR of bonus density so 25% of the total density would be bonus space.

- Not all development proposals will take advantage of opportunities for additional density and
some of the proposals that do will only use a portion of the extra density offered. For
illustrative purposes we assume that only 75% of the density bonus potential is used.

« We used the mid-point of the land value increase range ($20 to $25 per sq.ft.) to calculate the
maximum amenity contribution per average 1,000 sq.ft. unit: $22,500.

Using these assumptions the City could expect almost $15 million in amenity contribution revenue
per decade from high rise development.
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Table 8: Potential Density Bonus Revenue from High Rise Development

Average Annual Forecast 10 Year Forecast
High Rise Units Approved Each Year 530 5300
Percent of Units Created Under Existing Zoning 35% 35%
Percent of Units That Would Be Bonus Units 25% 25%
Assumed Uptake of Bonus Density Potential 75% 75%
Number of Bonus Units Each Year 65 646
Average Size of Bonus Unit (sq.ft.) 1,000 1,000
Land Value Per Bonus Unit S 22,500 | S 22,500
Percent of Land Value Obtained as Amenity Contribution 100% 100%
Estimated Annual Amenity Contribution Revenues S 1,453,359 | § 14,533,594

As of July 2008 there were more than 2,800 high rise apartment units approved or under review.
This in-stream capacity could absorb approximately 5 years of high rise apartment demand in
New Westminster. If all of these projects are approved outside of the density bonus system and
all are built in the next five years, the City should expect about half of the total revenue forecast -
$7 million — by 2018.

8.3.5 Summary of Potential Amenity Contribution Revenue

Table 9 shows that based on the City’s draft 2031 housing forecast, current market land values
and recent trends in residential development in New Westminster, the proposed density bonusing
system could generate up to $47 million over a 10 year period. However there are approximately
4,000 housing units approved or under review in New Westminster as of July 2008. The City
should expect that actual density bonus revenues for the first 10 years the density bonusing
system is in_use will be much less than the estimates in Table 9 because a significant amount of
the projected new housing units will likely be built in projects that were or will be approved before
density bonusing is implemented.

Table 9: Summary of Potential Density Bonus Revenues Per Decade

Average Annual Forecast 10 Year Forecast
Townhouse with Garage Parking Density Bonus Revenues S 809,325 | $ 8,093,250.00
Stacked Townhouse Density Bonus Revenues S 175,875 | S 1,758,750.00
Low Rise Apartment Density Bonus Revenues S 2,233,688 | $ 22,336,875.00
High Rise Apartment Density Bonus Revenues S 1,453,359 | S 14,533,593.75
Total Density Bonus Revenues S 4,672,247 | $ 46,722,469

The actual achieved revenue will depend heavily on the pace of development and trends in land
value. As a rough guide, though, it seems reasonable to estimate that the City might obtain $20
million over the first decade (i.e. 50% of the maximum potential because almost half of anticipated
development is already in the pipeline) and about $40 million over the second decade.
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9.0 Amenity Priorities

The Local Government Act permits municipalities to specify the “nhumber, kind and extent” of
amenities to be provided in exchange for bonus density. The Act does not define ‘amenity’ other
than specifically mentioning affordable or special needs housing. Provincial government
information about density bonusing defines an amenity as something that “enhances the
desirability of a property such as a view, access to the water, underground parking, child care

space, open space or an environmentally sensitive area”.*®

The scope of this density bonusing initiative includes defining the type and priority of community
amenities that will be obtained in exchange for bonus density in New Westminster. There are four
main policy questions involved in setting community amenity priorities:

1. Will the City request cash contributions, physical amenities, or both?
2. What types of community amenities will be provided as New Westminster grows?

3. If more than one type of amenity is to be provided, how will the City set priorities between
amenity types or specific capital projects?

4. How will the geographic locations of amenities provided relate to the location of the
developments that make the contributions?

The sections below outline different approaches to each issue, discuss the conditions in New
Westminster, and recommend the approach we think is best suited to New Westminster's
situation.

9.1 Physical Amenity Contributions versus Cash-in-Lieu

Local governments in British Columbia grant bonus density in exchange for cash amenity
contributions as well as for tangible physical assets.

Obtaining real physical amenities (e.g. affordable housing units, childcare space, a new park) in
exchange for bonus density works well when:

. The financial value of the bonus density being granted is large enough that a single project
can afford to provide a complete amenity.

. The amenity is best provided as part of a specific development.
. A patrticular site is large enough and in the right location to accommodate the desired amenity.

Cash amenity contributions work well when the amenity contribution from most individual projects
is too small to fund an entire amenity or when the top priority a