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RECOMMENDATION
THAT Council receive this report for information.

EXECUVTIVE SUMMARY
As part of the research phase of the Incentives Program, the City engaged Coriolis
Consulting to undertake economic analysis of the Heritage Conservation Area policy impact,
and the impact of the zoning incentives identified. The purpose of this report is to provide
Council with Coriolis’ economic analysis (Attachment 1) which will then be integrated into
the overall analysis of each incentive, and can be used to inform the discussion of the
incentive options, and how they should be implemented, at the next Council Workshop.
Three market impacts were identified through Coriolis’ economic analysis: the uncertainty
related to an owner’s ability to achieve the zoning entitlement for their property, undervalued
basement space, and a renovation premium (compared to the cost of new build). After
analysing the impact of zoning impacts, the report indicates that a combination of 1)
exempted basement spaces; 2) additional 0.1 FSR; and 3) stratification of a laneway or
carriage house, would likely eliminate the market impact of the Heritage Conservation Area
for most properties in the Queen’s Park neighbourhood.

Back to Agenda

City of New Westminster

April 16, 2018

PURPOSE
The purpose of this report is to provide Council with economic analysis related to the
Heritage Conservation Area policy and the zoning incentives being explored for protected
properties. Further analysis of the incentives and a report seeking direction from Council,
will be brought forward at the next Council workshop.
POLICY AND REGULATIONS
Queen’s Park Heritage Conservation Area
A Heritage Conservation Area is a distinct neighbourhood, characterized by its historic
value, which is identified in a City’s Official Community Plan (OCP) for heritage
conservation purposes. The Queen’s Park Heritage Conservation Area is an area
management tool, which includes both heritage protection for the exterior of pre -1941
buildings, and design control for new construction. Properties in the neighbourhood are
either protected (Advanced Category, pre-1941) or non-protected (Limited Category, post1941). A temporary third category (Special Limited) exists for the duration of a study which
is scheduled to be complete in 2019. Further information on the Heritage Conservation Area
policies and regulations, and a comparison of the different levels of heritage protection, is
included in Attachment 2.
BACKGROUND
In June 2017, a Heritage Conservation Area was adopted for the Queen’s Park
neighbourhood. At that time, Council also endorsed four ongoing implementation actions to
be undertaken in the years following adoption, including the exploration of incentives for
protected properties. The Incentives Program was launched in October 2017. As part of the
program, the City engaged Coriolis Consulting to undertake economic analysis of the
Heritage Conservation Area policy impact, and the impact of some of the incentives
identified through the program’s research phase.
The purpose of this report is to provide Council with Coriolis’ economic analysis
(Attachment 1) which will then be integrated into the overall analysis of each incentive, and
can be used to inform the discussion of the incentive options, and how they should be
implemented, at the next Council Workshop.
ECONOMIC ANALYSIS
The following provides a summary of the key findings of Coriolis’ economic analysis and
their recommendations.
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Market Complexity
The report notes that housing markets are complex and there are usually multiple factors
driving increases or decreases, so it is difficult to isolate the impact of one policy change,
especially at the neighbourhood level. There has been a large amount of housing and fiscal
policy change over recent years which may impact the Queen’s Park neighbourhood
including: the adoption of the Official Community Plan, the approval of laneway and
carriage houses as an outright entitlement, the foreign homebuyers tax, mortgage
qualification changes, increase in loan insurance premiums, and mortgage rate changes. This
wide range of factors can contribute to changes in assessed land values, sales volumes, and
sales prices.
It is also difficult to draw conclusions of the impact on median detached house prices in the
Queen’s Park neighbourhood in any given year due to the small number of sales (27 sales in
2015, 32 sales in 2016, and 15 in 2017). Only six months elapsed between the adoption of
the Heritage Conservation Area in June 2017, and the bulk of the analysis in the Coriolis
Report. Coriolis indicates this is not long enough to support definitive conclusions about
market activity and impacts. However, analysis was completed with the available evidence.
The analysis of recent trends in the market is included in Section 3.0 of the Coriolis Report
(Attachment 1).
Identified Impacts
The report focused on the protected (Advanced Category) properties, and what the potential
impacts of the policy may be to those properties. The report identified that there was likely
little to no impact for those properties that are non-protected (Limited Category).
Three market impacts were identified through Coriolis’ economic analysis: the uncertainty
related to an owner’s ability to achieve the zoning entitlement for their property, undervalued
basement space, and a renovation premium (compared to the cost of new build), which are
summarized below with further details on each impact provided in the Coriolis Report
(Attachment 1):
1) Uncertainty
The report considers uncertainty in the market, as the result of a new policy system
with the Incentives Program still in development, to be the most substantial impact of
the Heritage Conservation Area policy. The report states that this impact on the
market has been demonstrated through recent reduced interest (lower number of sales)
and reduced price growth (as compared with other neighbourhoods). The report
concludes this impact is expected to be in the range of 5% to 15%.
The report states that this impact may be counteracted as better certainty and
understanding is established over time, particularly as examples of development and
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renovation in the neighbourhood are established. The report recommends that, in the
meantime, the City should improve and increase communications outreach, and refine
key policy documents to provide greater certainty and transparency for current owners
and future buyers in the short term.
2) Basement Space
The report determined that almost all of the protected properties have basements. The
report indicates that there is likely a 25% discount on the value of sub-optimal
basement space (i.e. it is only worth 75% of the market value of finished above
ground space). As such, being required to retain sub-optimal existing basement space,
rather than being able to build a new house with all the permitted floor space above,
or primarily above ground, would be expected to cause a market impact in the range
of 1% to 9%.
3) Renovation Premium
The report states there is about a $30 per square foot premium for renovating an older
house consistent with the character standards in the Heritage Conservation Area
Design Guidelines. This is compared to the cost per square foot of new house
construction. When considered for the entire floor space of the house, the impact
could range from 1% to 14% with the majority of protected properties incurring a 5%
to 9% impact. This impact would be incurred if the entire floor space of the house was
required to be renovated from poor condition to the standard of new construction.
Staff notes, however, that the interior floor space is not required to be constructed to
any City standard outside of the BC Building Code, so the expected impact would be
lower than stated in the report.
Value of Incentives
Coriolis explored six incentive options and their potential impact on the value of protected
properties. The incentives are listed below with a brief description of their findings, and with
more detail provided in Section 6.0 of the report (Attachment 1).
1) Exempt attic space
Overall this incentive was determined to be too complex and expensive to build,
compared to the amount and value of the floor space likely to be gained.
2) Exempt basement space
The report recommends exempting basement spaces that are not optimal height. The
implementation of this incentive would mitigate the reported impact from the
discounted value of the space (as detailed in #2 above).
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3) Permit additional 0.1 FSR
This incentive was calculated to increase the value of a majority of properties by 1%
to 4%, if added to the principal house. Additional FSR added to the laneway or
carriage house would result in a lesser increase in value.
4) Stratification of laneway or carriage house
This incentive was calculated to increase the value of a property by approximately
$90,000 (based on a 5,000 sq.ft./464.5 sq.m. lot).
5) Stratification of principal house
This incentive is also complex and expensive to build. The result would not likely
increase the overall value of the property. However, the ability to stratify a principal
house may be of interest to future buyers as it could increase the relative affordability
of each unit on the property (as compared to a fee simple house).
6) Small lot subdivision
This incentive would be difficult to achieve for most properties, though for those few
which could achieve it, would provide significant benefit. The report recommends
that this option be provided only in cases where other incentives would not be
possible.
Coriolis Recommendations
The report concludes with recommendations which, along with other research and
community feedback, will inform the overall analysis on each incentive, the outcome of
which will be provided for discussion at the next Council Workshop. The report recommends
the following:
a) Refine and increase communication to ensure greater clarity and transparency on
process, regulations, and potential outcomes of projects in the Heritage Conservation
Area;
b) Exempt basement space from floor space ratio (FSR) calculations for protected
properties;
c) Permit additional 0.1 FSR on protected properties and allow unused density from the
principal house to be credited towards a laneway or carriage house, which would
increase the flexibility of use of this incentive option;
d) Permit stratification of laneway or carriage houses on protected property;
e) Relax zoning and guidelines for both the principal house and laneway or carriage
houses on protected property, especially for setbacks;
f) Facilitate the use of Alternate Compliance Methods under the Building Code; and
g) Not provide incentives to non-protected (Limited) properties.
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The report indicates that a combination of 1) exempted basement spaces; 2) additional 0.1
FSR; and 3) stratification of a laneway or carriage house, would likely eliminate the market
impact of the Heritage Conservation Area for most properties in the Queen’s Park
neighbourhood. The report indicates there would likely still be a few properties that may
have residual impact, even if they apply all of the proposed incentives, due to a specific lot
condition.
DISCUSSION
Range of Impacts
The Queen’s Park neighbourhood has a large diversity of house and property types, which
reflect changes in development in the city throughout the twenty-first century. The diversity
is part of what makes the Queen’s Park neighborhood historic, and worthy of preservation.
This diversity makes analysis of these properties more complex as there are not consistent
groups of conditions. As such, the economic analysis performed has broad conclusions based
on certain assumptions which may not be true for all properties. The varied and flexible
approach to incentives currently being explored would help address this.
The report identifies that some types of protected properties will not be impacted, or will
benefit from the Heritage Conservation Area. At the other end of this spectrum are properties
which will likely be impacted substantially by the policy if no mitigation is put in place, with
a range of other property types in between these two. The report is based on an analysis of
the properties likely to be impacted substantially. These properties are generally consistent
with those identified as part of the Special Limited Category, which is 85 properties (12% of
total properties), but the study notes that this will include some additional properties.
Staff has summarized the following characteristics of the two extremes of the spectrum
identified in report, i.e. least and most impacted, as follows:
Unlikely to Be Impacted or Will Benefit
Generally those properties which are at the lowest risk of demolitio n due to market
consideration of value in the land improvements (i.e. the house), including where:
a) the house has the greater floor space than is currently permitted in the property’s
zoning;
b) the floor space in the house is above grade (i.e. there is no basement);
c) basement space in the house has more than three feet above grade, is full height and is
finished as useable living space;
d) the house has been substantially updated and renovated over time;
e) the size and shape of the lot, and the position of the house allows for additional floor
space to be added at the rear or sides of the house;
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f) the size and shape of the lot, and the position of the house allows for the development
of a laneway or carriage house.
Likely to Be Significantly Impacted
Generally those properties which are at the highest risk of demolition due to market
consideration that the property value is almost entirely in land value, including where:
a)
b)
c)
d)
e)

the house is in poor condition;
no recent renovations or upgrades have been made to the house;
half of the floor space is in a sub-optimal basement;
the house is only one story above-grade;
the shape of the lot or position of the house does not allow for any additional floor
space to be added at grade (except in the front yard); and/or
f) the shape of the lot or position of the house does not allow for the development of a
laneway or carriage house.

Addressing Those Significantly Impacted
The Heritage Conservation Area policy recognizes that there will be houses whose date of
construction means they are protected, but which would fall into the “Likely to Be
Significantly Impacted” category noted above. It addresses this by including both a process
for demolition application, and a streamlined process to remove protection (but not
demolish) through which it can be determined if a property is not a good candidate for
retention. A property owner may apply for this review at any time.
As noted above, these properties are largely included in the Special Limited Category Study
or would be included in the expanded Special Limited Study, through which the City will
proceed with the necessary evaluation and process to remove protection from those
properties determined not to be good candidates for retention. As it is likely some additional
properties remain unidentified, the City has expanded the Study to those property owners
who would like to undergo the review at this time.
Implications for Incentive Program
Processes are already in place to address those properties likely to be significantly impacted.
These properties are represented on the right side of the Queen’s Park housing spectrum in
Figure 1 (below), with those properties unlikely to be impacted (or may benefit) represented
on the left side of the spectrum. Given this, the Incentives Program should target those
properties that are somewhere in the middle, i.e. good candidates for retention, but would
likely be somewhat impacted.

Agenda Item 155/2018

Back to Agenda

City of New Westminster

April 16, 2018

Figure 1: Spectrum of Protected Properties in the Heritage Conservation Area

NEXT STEPS
Staff will present a report at the next Council Workshop on April 30, 2018. This report
would include the results of the second round of community consultation, analysis taking
into consideration all research and feedback, and a recommended Incentives Framework. At
this Workshop, staff would be requesting endorsement from Council on the Incentives
Framework, and direction on which incentives to implement this spring.
OPTIONS
The following options are provided to Council for their consideration:
1. That Council receive this report for information.
2. That Council provide alternative direction.
Staff recommends Option 1.

ATTACHMENTS
Attachment 1: Economic Analysis of the Queen's Park Heritage Conservation Area
Attachment 2: Summary of Relevant Policy and Regulations
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This report was reviewed by:
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Approved for Presentation to Council
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Acting Director of Development
Services
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1.0

Introduction

1.1

Background

In 2013, the City of New Westminster began work on the Queen's Park Neighbourhood Heritage Study to
explore ways to retain and enhance the heritage character of the community. At that time, the City only had
the legal authority to deny alterations to, or demolition of, houses with formal heritage protection (i.e.
houses with Heritage Designations, Heritage Revitalization Agreements, and/or Conservation Covenants).
However, only about 30 of the nearly 700 houses in Queen's Park had such formal heritage protection. For
the rest of the properties, the City offered various ways to encourage the retention and renovation of
existing houses but these were voluntary.
Based on the recommendations of Queen's Park Neighbourhood Heritage Study, in mid-2016 the City
enacted a one-year temporary Heritage Control Period to restrict demolitions and monitor alterations of
houses built in 1967 or earlier while a permanent policy was developed. In June 2017, the City adopted a
Heritage Conservation Area (HCA) for the Queen's Park neighbourhood. The HCA is a neighbourhoodwide management tool intended to encourage the retention of single family houses constructed in 1940 or
earlier and to manage change so that renovations/additions of retained existing homes and construction of
new homes will be in keeping with the heritage character of the neighbourhood.
At the time the HCA was adopted, the City expressed a commitment to put in place incentives to offset any
impacts on property owners while still achieving the goals of the HCA.
As an input to development of an incentives plan, the City retained Coriolis Consulting Corp. to provide an
economic analysis of the Queen's Park Heritage Conservation Area. This economic analysis has two main
objectives:
1. Evaluate the HCA as adopted in June 2017 to see if there are likely to be significant negative impacts
on property values in the neighbourhood.
2.

Evaluate possible changes to zoning or other development regulations that could offset the impacts and
encourage property owners to retain and upgrade existing heritage character houses.

The HCA divides properties into three categories: (a) Protected (Advanced}, (b) Study (Special Limited),
and (c) Non-Protected (Limited). This economic analysis addresses only the properties in the Protected
(Advanced) and the Non-Protected (Limited) categories. It does not include the Study (Special Limited)
category, as the City is conducting a separate analysis that will result in allocating those individual
properties to either the Protected or Non-Protected category.

1.2

Approach

We approach the analysis in these main steps:
•

First, we examine indicators of market value since the HCA was adopted in June 2017 to see if there is
any measurable evidence that the HCA has had an impact on property values. There is limited sales
evidence for this short time period and there are other factors that have been affecting Greater
Vancouver housing sales in this timeframe (e.g. rising mortgage rates, new mortgage qualification
requirements, new taxes intended to curb non-local demand for residential properties), so this
examination is useful but not conclusive. '

•

So, to develop a more detailed understanding of possible impacts, we examine the provisions of the
HCA very carefully to gauge how they change the way in which owners can develop lots in Queen's
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Park. We examine whether the HCA limits the development potential of lots or affects construction cost,
flexibility, and/or livability of homes in any material ways. We quantify these impacts using market
evidence.
•

After identifying the nature and extent of possible impacts, we analyze some ways in which the impacts
could be mitigated and incentives that could be provided so that property owners would find it attractive
to retain and renovate their homes rather than demolish.

1.3

Standard Professional Disclaimer

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

Existing Situation

2.1

Overview of the Queen's Park HCA

The HCA is a neighbourhood-wide management tool intended to encourage the retention of single family
houses constructed in 1940 or earlier and to manage change so that any renovations/additions of existing
homes and construction of new homes are in keeping with the heritage character of the neighbourhood.
The HCA applies to all single family zoned properties (RS-1 , RS-2 . RS-5, RS-6) in the area bounded by
Royal Avenue, Sixth Avenue, Sixth Street, First Street, Vancouver Street, and Granville Street (see Exhibit
1). Properties within this boundary that are zoned for commercial, institutional, or multi-family use are
excluded from the HCA.
Exhibit 1: Properties Included in the Queen's Park HCA
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Source: Base map from City of New Westminster, "Our City 2041: Official Community Plan", Bylaw 7925, Adopted 2 October 2017.
Schedule A, page 4. Labels added by Coriolis.
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There are 694 properties in the HCA that are zoned for single family use. The HCA divides these into three
categories based on the year of construction of the existing house and lot/house characteristics:
1.

Non-Protected (Limited): These 193 properties have houses built in 1941 or later. Demolition is not
restricted but a Heritage Alteration Permit (HAP) is required for new construction to ensure that new
houses meet the New Construction Design Guidelines contained in Schedule A of the OCP.

2.

Study (Special Limited): These 85 properties have houses built in 1940 or earlier but have individual
lot or house characteristics that, at the time of HCA adoption, were identified as possibly being
particularly at risk of significant financial impact if retention of the existing house is required. Properties
in this category meet one or more of these criteria:
o

The existing house does not have a full second storey (defined by the City as properties where total
building floorspace divided by total site coverage is less than 2.0).

o

The existing FSR is less than 75% of allowable density and the existing site coverage is more than
75% of the allowable site coverage. These properties could have difficulty using up the rest of their
permitted density or incorporating incentive density because they do not have much open lot area.

o

Lot frontage is less than 30 feet. These properties could have difficult geometry for additions
because the houses are narrow. Lots without a lane may have difficulty accommodating a carriage
house.

The City is conducting a separate analysis for these properties, taking into consideration heritage merit,
house siting, lot geometry, whether the rear of the lot abuts another property or a lane, whether the
property can accommodate additional density, and other factors. The separate analysis will allocate
these properties to either the Non-Protected (Limited) or Protected (Advanced) category, so the Study
(Special Limited} category can be thought of as a temporary category while additional analysis (being
done by others) is underway.
3.

Protected (Advanced): These 416 properties have houses built in 1940 or earlier and have not been
included in the Study (Special Limited) category. The age of these houses makes them candidates for
careful consideration of whether they should be retained. Of these, 19 already have a Heritage
Designation (H D) and/or Heritage Revitalization Agreement (HRA) which provides a higher level of
heritage protection than the HCA, 5 have low-rise apartment buildings (not single family houses), and
24 are zoned RS-2, RS-5, and RS-6. Deducting these leaves 368 properties that are zoned RS-1 and
are subject to the Protected (Advanced) provisions of the HCA. For these properties, the HCA requires
a HAP permit process to determine whether the existing house must be retained and to manage the
design of any additions or renovations {which must meet the Protected Building Design Guidelines in
Schedule A of the OCP).

Exhibit 2 summarizes the number of properties in each category and Exhibit 3 shows the properties by
category on a map. The property groups shown in blue are the focus of our work .

. b>y category .10 the HCA
EXh"b"
I II 2: Numberof Pro!)E!rties
Count
Non-Protected (Limited)- not protected; built in 1941 or latera
193
Study (SJ>ecial Limited) - built in 1940 or earlier but the subject of separate detailed analysis (beinQ done byothers)
85
Protected (Advanced) - built in 1940 or earlier and:
House already has (or is in the approvals process for) Heritage Designation or Heritage Revitalization Agreement
19
5
• Occupied by apartment and multi-family conversions (not single family houses)
Zoned RS-2 (1 property), RS-5 (2 properties), RS-6 (20 properties)
24
368
Zoned RS-1, occupied by a single family house, and not already protected by HD or HRA
416
Subtotal
•
Total Number of Properties in the HCA
694
..
Source: Conchs based on data from the C1ty and the "Queen's Pari< Properties by Category Map", March 2018. Note a: Includes 5
properties that were not coded in the City's database but are shown as Non-Protected (Limited) on the Category Map.

•

•
•
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Exhibit 3: Map of Properties in the HCA by Category
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Corio!is.
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2.2

Existing Zoning and House Sizes

For the 193 properties in the Non-Protected (Limited) category, demolition is allowed without additional
review and the existing zoning regulations apply to a renovation or a demolition/new build. We have not
analyzed existing house sizes for these properties, because the owner has flexibility to decide whether to
retain, retain and expand, or replace the space.
For the 368 Protected (Advanced) properties that are the main focus of this report, the RS-1 zone applies to
both new builds and renovations. Existing house size is a factor in evaluating the impact of the HCA,
because retention of an existing house could involve additional costs or reduced flexibility compared to the
construction of a completely new house.
The existing RS-1 zone permits:
1.

One principal dwelling, plus one secondary suite within the principal dwelling, plus one detached
garage, laneway house, or carriage house. 1·2 Laneway houses and carriage houses can be for
personal use (e.g. family member) or rented but cannot be stratified or used for short term
accommodation (e.g . bed and breakfast or short-term rental such as airbnb). A secondary suite does
not have to be in the basement, but if it is in the basement, it would be desirable to have 3 feet or so of
the floor-to-ceiling height above-grade for windows and the BC Building Code requires that a suite have
a minimum floor-to-ceiling height of 79 inches (i.e. 67").

2.

A maximum density of 0.5 Floor Space Ratio (FSR3 ) for the principal dwelling (including basement
space) plus the lesser of 958 square feet or 0.1 FSR for a laneway house or carriage house, for an
overall maximum density of 0.6 FSR. If the principal dwelling has a density less than 0.5 FSR, up to
0.05 of the un-used density can be transferred to the laneway or carriage house (i.e. the maximum
density for the principal dwelling would be 0.45 FSR and the maximum density for the laneway or
carriage house would be 0.15 FSR, which still combines to an overall maximum density of 0.6 FSR).

3.

A maximum height of 25 feet for the principal dwelling, which is equivalent to about Ｒｾ＠

storeys.4

Existing houses in Queen's Park vary significantly in terms of built density (see Exhibit 4). Of the 368
properties in the Protected (Advanced) category that are the main focus of this report. 66% are built at a
density equal to or less than the maximum density of 0.5 FSR permitted in the zoning and 34% are built at a
density greater than the 0.5 FSR maximum (likely because they were built before the zoning came into
place and are therefore grandfathered in). If an existing house has a density greater than 0.5 FSR. there is
an inherent incentive to keep the existing house instead of demolishing and building new, as the owner can
keep the "extra" floorspace they are already enjoying (i.e.. a house built to say 0.8 FSR could either
retain/renovate at this density or demolish/build a new 0.5 FSR house), provided the extent of renovation
would allow the property to continue in its legal non-conforming status.

1

2

3
4

The City adopted the laneway house program in October 2017.
Laneway houses and carriage houses are essentially the same: an accessory dwelling that is physically separate from the
principal dwelling and either accessed via a lane (laneway house) or, if the property is not adjacent to a lane, via a driveway from
the street to which the property is addressed (carriage house).
Floor Space Ratio (FSR) is the amount of floorspace that can be built on a lot expressed as a ratio of lot area. A permitted FSR
of 0.5 means that for every 1 square foot of lot area, 0.5 square feet of floorspace is permitted.
A half storey refers to floorspace in the uppermost level of a house that is liveable space between the ceiling of the second floor
and the roofline but that does not have full ceiling height throughout (i.e. the space has sloped ceilings).
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Exhibit 4: Lot Sizes and Built Density for RS-1 Zoned Properties in the Protected (Advanced) Category
El<isting Built Density
Lot size
0.51 to 0 .61 FSR+
0 .5 FSR
0 .36 to
0.26 to
0.1 to
2,000 to 5,000 SQ.ft.
5,001 to 6,000 sq.ft.
6,001 to 8,000 sq.ft.
8,001 to 10,000 sq.ft.
10,001 sq.ft +

Total

0.25 FSR
0
1
0
3
1
5
1%

0.35 FSR
0
2
20
37
6

65

Share of

Total

Total

3

84
31
114
117

0
49
13%

368
100%

23%
8%
31%
32%
6%
100%

0.6FSR

0.49 FSR
16
13
61
57
9
156
42%

3
3
7
1

3
17
5%

18%
Share of Total
. .
Source: Conohs, based on analysts of data provtded by the Ctty.

34
7
16
16
3
76
21%

31
5
10

22

nla

Almost all (99%) of the 368 houses have basements. Exhibit 5 shows the average density used by
basement space versus above-grade space in existing houses. As shown, on average about a third of the
floorspace is in the basement (i.e. 0.16 of the overall average density of 0.48 FSR) and about two-thirds of
the floorspace is above-grade (i.e. 0.32 of 0.48 FSR). Basements tend to be similar to the full floorplate of
the main floor. However, we understand that many existing basements are not full height and many are
mostly below grade with only small high windows and therefore would be viewed by the market as suboptimal space. In 2002, the City amended the zoning to allow owners to raise their houses (up to a
maximum of 3 feet}, to make basement space more livable (full height and better windows).

s

s

Exhibit 5: Average Basement vs Above- Grade ;pace for RS- 1 Zoned, ｩｮｾ＠ le Family Houses in the Protected (Advanced) Category
CNerall Average
Average Main +
Average Basement
Lot size
FSR
Upper FSR
FSR
0.61
0.39
0.21
2,000 to 5,000 sq. ft.
0.52
0.34
0.17
ft.
sq.
5,001 to 6,000
0.46
0.30
0.16
ft.
sq.
6,001 to 8,000
0.41
0.27
0.13
sq.ft.
8,001 to 10,000
0.29
0.42
0.13
10,001 sq.ft. +
0.48
0.32
0.16
Total
.
.
.
Ctty
the
by
prov1ded
data
of
analysts
on
based
Source: Conohs,
We reviewed sales evidence since January 2015 to see how owners/builders have been using the
permitted density in the RS-1 zone for new houses. There have been seven sales of new houses (i.e.
houses built between 2013 and 2017) since January 2015. All seven new houses that sold since January
2015 used the full 0.5 FSR and none have basements. This is likely because basement space counts
towards FSR, the market tends to value above-ground space more than basement space, and construction
with a full basement costs more than with a crawlspace. However, we understand from the City that
outside this sample of houses that sold there are new houses constructed with basements; these may be
instances where there was a desire to incorporate a secondary suite on the lower level of the house.

2.3

Existing Land Values

The market value of any single detached property is the higher of:
•

The value of the property as a vacant lot (i.e. the amount a buyer is willing to pay for the lot assuming it
is vacant or that the existing building can be demolished, allowing for construction of a new house}.

•

The value of the property with the existing house. If this value is significantly higher than the vacant lot
value, it is because the improvements have value. Such houses are presumably not candidates for
demolition (at least in the short run}.
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Our economic analysis is based on the premise that the City is primarily concerned with the properties at
the highest risk of demolition (those for which the existing improvements are perceived by the market to
contribute little or no property value in their current condition), such that property value is almost entirely
land value.
We examined assessed land values for all 368 properties of interest in the Protected (Advanced) category
as well as sales prices for lots that sold in 2016 and 2017 and were subsequently redeveloped with new
houses in Queen's Park. The evidence indicates that land values in the Queen's Park neighbourhood vary
signficantly based on lot size (see Exhibit 6) and that price per sq.ft. of land (but not total lot value of
course) falls as lot size increases.
Exhibit 6: Assessed Land Values ($ per sq.ft. of Site Area) for RS-1 Zoned Properties with Single Family Houses in the Protected
(Advanced) Category
Assessed Land Value (S per sq.ft. of site area )
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Source: Coriolis, based on assessed land value data from the City.
Based on this assessment data, we use the following approximate land values for different sized RS-1
zoned lots in Queen's Park.
Exhibit 7: Assumed Land Values ($ per sq.ft. of Site Area) for this Economic An alysis
Lot size
Land value per sq.ft. of site area
< 5,000 sq.ft.
$250
5,001 to 6,000 sq.ft.
$230
6,001 to 8,000 sq.ft.
$180
8,001 to 10,000 sq.ft.
$150
10,001 sq.ft. +
$120
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3.0

Recent Trends in Assessed Land Values and Sales

Our first step in evaluating whether the HCA has had an impact on property values in Queen's Park is to
examine indicators of what has been going on in the market since the adoption of the HCA in June 2017.
Housing markets are complex and there are usually multiple factors driving increases or decreases, so it is
difficult to isolate the impact of one policy change (i.e. the HCA). This is especially so given recent changes
in mortgage interest rates, rules for mortgage qualifications. and provincial real estate tax changes.
Nonetheless, it is useful to look at what has been happening in Queen's Park and other relevant areas.

3.1

Anecdotal Evidence

Anecdotal evidence is not necessarily reliable, but market values are affected by perceptions and
predictions of gains or losses can become self-fulfilling. We recognize that some people In the Queen's
Park neighbourhood are concerned about the impact of the HCA and may be inclined to worry if they hear
comments from realtors and others about the market. So, we think it is useful to summarize recent
anecdotal commentary.
We understand that some realtors have communicated to the City and to Queen's Park residents that there
has been less market interest in the Queen's Park neighbourhood after the introduction of the HCA and that
property values have been impacted. Actual sales evidence has been limited, though, as only 8 properties
sold between 14 June 2017 (after the adoption of the HCA) and 28 February 2018.
The fact that the City adopted the HCA in mid-2017 and committed to (but has not yet completed) put in
place mechanisms to deal with impacts means that there is some uncertainty in the marketplace. If sales
activity is low, it may be because people are waiting to see what measure(s) will be introduced and if there
have been sales at prices below what was expected it may be that purchasers are being wary of the new
system pending the adoption of mitigation measures.
Recent assessment appeals are another piece of anecdotal evidence. The City advised that five Queen's
Park homeowners appealed their 2018 BC Assessment valuation on the premise that the implementation of
the HCA last June devalued their homes. Apparently, the five appellants were granted a 10% reduction in
the assessed value of their property. We contacted BC Assessment about these cases, but the agency
would not provide any documentation or detailed information about the decisions . There does not appear
to be any available record of market valuations or sales analysis in support of the reduced values for these
cases, so it is not possible to confirm the reasons the reductions were granted. The reduction, however,
adds to the perception that there has been a market decline.
This anecdotal evidence suggests there is at least a perceived negative financial impact on property values
in Queen's Park and that it could be on the order of about 10% of property value. Such an impact may be
based more on uncertainty and the (so far) absence of mitigation measures, rather than the actual, specific
features of the HCA.

3.2

Trends in Assessed Land Values, Sales Volumes, and Sales
Prices

Only 7 months elapsed between the adoption of the HCA in June 2017 and the bulk of the analysis in this
report during February 2018. This is not long enough to support definitive conclusions about market activity
and HCA impacts, but it is necessary to examine the available evidence.
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Trends in Assessed Land Values

Exhibits 8 and 9 shows the average (Exhibit 8) and median (Exhibit 9) assessed land value for single family
properties in the Queen's Park neighbourhood, as well as three other New Westminster neighbourhoods
(the West End, Glenbrooke North, and The Heights). Note that this analysis looks at changes in the land
value portion of assessed value. as improvements values vary due to new construction and renovations.
Any impacts of the HCA will show up in terms of impact on land value (which is based on what one is
allowed to do with a lot). While averages can be misleading when calculated based only on limited sales
data (because the average can be skewed up or down by outliers with high or low prices), it is important to
note that this analysis is based on the assessed values of all properties in the HCA, not just the values of
those that sold. This analysis also considers median values (the median value is the value of the middle
element in a sample), which is not affected by outliers.
The data shows that:
•

The average 2018 assessed single family land value in Queen's Park was down by 2% compared to
2017, while the average 2018 assessed single family land values in Glenbrooke North, the West End,
and The Heights neighbourhoods were higher than in 2017 by about 2% to 6%. This is a total
difference of about 4% to 8% (i.e. the difference between -2% and +2% to +6%). Median single family
land values tell a similar story. The median 2018 assessed single family land value in Queen's Park
was down 1% compared to 2017, while the median 2017 assessed single family land values in
Glenbrooke North , the West End, and The Heights neighbourhoods were higher than in 2017 by about
2% to 5% (for a total difference of about 3% to 6%).

•

Over the past three years, the overall change in average assessed land value in Queen's Park (69%) is
3% to 7% lower than in the other neighbourhoods (72% to 76%). The overall change in Queen's Park
median assessed single family land values over the past three years was about 2% to 5% lower than
the other neighbourhoods.

I ed New Wes tm'1nster Ne 1g1
. S eect
·1 Assessed L an d V a Iu esm
I Famny
. hbou rh 00ds, 2010 t0 2018
EXh'b'
I It 8 Averaqe s·mqle
2016

Total % Change
2015to 2018

2018

2011
2010
Awrage Assessed Single Family Land Values
$606,609
$524,386
Queens Park

2012

2013

2014

2015

$680,1 53

$679,136

$653,620

$723,579

$857,320 $1.240,940 $1,222,253

$492,207
$465,171

$518,781
$504,129

$561,228
$535,949

$575,995
$552,781

$593, 116
$569,645

$725,094 $1,002,061 $1,018,618
$944,649 $1,001,212
$678,681

$554,214

$599,361

$708,406 $1 ,010,425 $1 ,051,813

76%
75%

-4%

11%

18%

45%

-2%

nla

3%
3%

3%
3%

36%

2%

n/a
nla

8%

39%
43%

6%

0%

22%
19%
18%

4%

n/a

Glennbrooke North

$436,822
$439,969

The Heights
$555,128
$515,490
$464,039
$410 383
W est End
Year-owr-year Change In Awrage Assessed Single Family Land VakJes
12%
16%
nla
Queens Park
0%
8%
5%
12%
nla
Glennbrooke North
4%
10%
The Heigh1S
6%
nla
West End

nla

13%

6%

11%

2017

69%
72%

Source: Conolls, based on aggregated BC Assessment data from Landcor Data Corporation .

'I A ssessed
s·m g Ile Famlly
'
Exhibit 9 Me d 1an

Lan d Vaues .1n

. hbou rh 0 odS, 2010 to 2018
I d New Westm1nster NeJgl
Seecte
2016

2017

2018

2011
2010
Med1an Assessed Single Family Land VakJes

2012

2013

2014

2015

$528,000
$441,000

$616,000
$496,000

$691.000
$521 ,000

$690,000
$567,000

$664,000

$738,000

$875,000 $1 ,263,000 $1,245,500

$447,000
$425,000

$491,000
$474,000

$515.000
$525,000

$548,000
$564,000

$577.000
$566,000
$557,000

$597.000
$578,000
$599,000

$741,000 $1 ,005,000 $1.023,000
$989,000
$944,000
$689,000
$701 ,000 $1 ,009,000 $1,044,000

-4%

11%

19%

44%

2"10

3%

3%
-1%

2%

24%
19%

36%
37%

8%

17%

44%

Queens Park

Glennbrooke North
The Heigh1S
West End
Year-<M!I'· Year Chal1 ｾｩｮ＠
Queens Park
Glennbrooke North

Median Assessed Sir Qle Family Land Values
O"k
12%
17%
nla
12%
9%
5%
nla

The Heigh1S

nla

West End

nla

10%
12%

5%

6"!.

11%

7%

Total % Change
2015 to 2018
69%
71%
71 %
74%

-1%
2%

n/a

5%

nla

3%

nla

nla

Source: Conohs, based on aggregated BC Assessment data from Landcor Data Corporation.
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For comparative purposes, we also looked at data for First Shaughnessy and other neighbourhoods in
Vancouver. The City of Vancouver adopted a Heritage Conservation Area for the First Shaughnessy
neighbourhood in September 2015, so this could be considered a case study of any neighbourhood-wide
financial impacts of an HCA.
Exhibits 10 and 11 show the average (Exhibit 10) and median (Exhibit 11) assessed land values for single
family properties in First Shaughnessy, Second Shaughnessy, Dunbar, and Kerrisdale. The data shows that
over 2015 to 2018, First Shaughnessy property values increased and the overall change in the average
assessed single family land value in First Shaughnessy (59%) outpaced the change in Second
Shaughnessy (48%) but was 6% to 10% lower than the lower-priced markets in Kerrisdale and Dunbar
(65% to 69%). Looking at median single family assessed land values shows a similar trend: the overall
change in First Shaughnessy (56%) outpaced the change in Second Shaughnessy (39%) but was 10% to
11% lower than in Kerrisdale and Dunbar (66% to 67%). Other factors were at work, though. As a highvalue, estate property neighbourhood, First Shaughnessy has great appeal to wealthy non-local buyers, so
prices might have been affected by the recent tax on residential purchases by foreign buyers.
EXh'b'
I Famuv
·1 AssessedlandVI
tdVancouver Nelgl
. hbourh 0 odS, 2010 to 2018
I It 10 AveraQe s·lnQe
a ues .1n Sl
eece
2010
2011
2012
2013
Average Assessed Single Family Land Values
First Shaughnessy
$2,592,365 $3,081,624 $4,741 ,203 $4,836.202
Second Shaoohnessy
$1,665,134 $2,110,076 $2,891,065 $2,870,512
Dunbar
$1,095,860 $1 ,312,722 $1 ,732,143 $1,623,786
Kerrisdale
$1,147.034 $1,444.240 $1,826,915 $1,770,929
Year-over-vear ChanQe in AveraQe Assessed Single Family Land Values
First Shaughnessv
19%
n/a
54%
2%
Second Shaughnessy
n/a
27%
37%
-1%
Dunbar
n/a
20%
32%
-6%
KElfrisdale
nla
26%
26%
-3%

Total%' Change.
2015 to 2018

2014

2015

2016

2017

2018

$4,508.479
$2,822,779
$1,669,126
$1,769,922

$5.319,641
$3,200,695
$1 ,874,978
$1 ,917,448

$6,489,271
$3,767,752
$2,265,786
$2.320,959

$7,924,242
$4,823,928
$3,249,903
$3,271,637

$8,450,606
$4,721,610
$3,164,917
$3,168,805

59%
48%
69%
65%

-7%
-2%
3%
0%

18%
13%
12%
8%

22%
18%
21%
21%

22%
28%
43%
41%

7%
-2%
-3%
-3%

n/a
n/a
n/a
n/a

Source: Conchs, based on aggregated BC Assessment data from Landcor Data Corporation.
Exhibit 11: Median Single Family Assessed Land Values in Selected Vancouver Nei hbourhoods, 2010 to 2018
2010
2011
2012
2013
Median Assessed Single Farrily Land Values
$2,465,000 $2,912,000 $4,494,000 $4,580,500
First ShauQhnessv
Second Shaughnessv
$1,634,500 $2,045,000 $2,743,000 $2,772,000
Dunbar
$1,073,000 $1,272,000 $1,563,000 $1,477,000
Kerrisdale
$1,124,000 $1,427,000 $1,821,000 $1,700,000
Year-over-year Change in Median Assessed Single Family Land Values
First Shaughnessy
n/a
18%
54%
2%
Second Shaughnessy
nla
25%
1%
34%
Dunbar
n/a
19%
23%
-6%
Kerrisdale
27%
28%
-7%
n/a

2014

2015

2016

2017

2018

Total % Change
4015t0 2018

$4,198,000
$2,685,000
$1,539,000
$1,715,000

$4,930,000
$3,102,000
$1,682,000
$1,867,000

$5,921,000
$3,536,000
$2,022.000
$2,263,000

$7,221,000
$4,496,000
$2,913.000
$3,261,000

$7,692,000
$4,322,000
$2.808,000
$3,095,000

56%
39%
67%
66%

-8%
-3%
4%
1%

17%
16%
9%
9%

20%
14%
20%
21%

22%
27%
44%
44%

7%
-4%
-4%
-5%

n/a
n/a
n/a

nta

Source: Conohs, based on aggregated BC Assessment data from Landcor Data Corporation.

3.2.2

Trends in Sales Volumes and Sales Prices

Exhibit 12 shows trends in the number of sales of single family houses in the Queen's Park neighbourhood
as well as the West End, Glenbrooke North, and The Heights. The image on the left shows the data
annually since 201 0 and the image on the right shows the data for two timeframes: before the Queen's Park
heritage control period (January 2013 to May 2016) and after the adoption of the Queen's Park HCA (June
2017 to February 2018}.
It is important to note that the total number of transactions is small, so the
average can be skewed by individual property transactions that are outliers.
The data suggests that the average number of sales per month has been lower after the adoption of the
Queen's Park HCA than before the control period in all of the neighbourhoods examined, but sales of
Queen's Park properties have dropped more steeply than in the other neighbourhoods.
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Exhibit 12: Trends in Sales Volumes in Queen's Park and Other Neighbourhoods in New Westminster
Average Number of Sales Pe r Month

Total Annual Number of Sates of Single Family
Houses 2010 to 2017
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Source: Coriolis, based on MLS data. 'Before Queen's Park Heritage Policy Changes' includes sales from Jan 2013 to May 2016
(excluding the temporary control period) and 'After Adoption of Queen's Park HCA' includes sales from June 2017 to February
2018.
Exhibit 13 shows trends in the average sales prices of single family houses in Queen's Park as well as the
West End, Glenbrooke North, and The Heights. The image on the left shows the data annually since 2010
and the image on the right shows the data for two timeframes: before the Queen's Park heritage control
period (January 2013 to May 2016} and after the adoption of the Queen's Park HCA (June 2017 to
February 2018).
The data suggests that while prices in Queen's Park have continued to rise (and continue to be higher on
average than in the other areas), the rate of price growth has not been as high as in other neighbourhoods
since adoption of the HCA. Price growth in Queen's Park has been about 9% to 12% lower than the price
growth gain in other neighbourhoods.
Exhibit 13: Average Sales Prices for Houses in Queen's Park and Other Neighbourhoods in New Westminster
800 000
ｾｉ＠

Average Smgle Family House Sales Price
2010 to 2017

Average Stngle Fam1ly House Sales Price
S1 800 000
$t ROO 000

$1 600 000

$1 400 000

$1 400 000

$1 200 000

200.000

$1 000 000

$1 000 000

$800 000

$1

$600000

$800 000

$600 000

MOOOOO
$200000

$400000

so

,200000
$0
2010 2011 2012 2013 2014 20 15 2016 2011

Queens Pall<

Glenbrooke
llorth

The Heoghls

West Eno

Before Ouaens Park HenlilO& PoliCy Chaf199S
• After Adopi!OO of Ouee11s Pdrh HCA

Source: Coriolis, based on MLS data from MLSLink. The period 'Before Queen's Park Heritage Policy Changes' includes sales
from Jan 2013 to May 2016. We exclude the timeframe during which there was a temporary heritage control period in Queen's
Park. The period 'After Adoption of Queen's Park HCA' includes sales from June 2017 to February 2018.
We also looked at trends in the number of sales and average sales price for single family houses in First
Shaughnessy compared to the west side of Vancouver as a whole. As shown in Exhibit 14, the number of
sales in First Shaughnessy generally declined each year from 2013 to 2017 but, on the west side of
Vancouver, the number of sales increased from 2013 to 2015 and then declined. However, average sales
prices appear to have followed the same general upward trend pattern. This suggests there was likely
reduced market interest in First Shaughnessy during the time when the HCA policy was being developed
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and implemented but this didn't necessarily translate into an impact on prices. This could be due to the
condition and appeal of the houses that have sold during different timeframes (among other factors).

Exhibit 14: Average Number of Sales and Average Sales Prices for First Shaughnessy and Other Neighbourhoods in Vancouver
Number of Sales of Smgle Family Dwellings 10
Ftrst Shaughnessy, 2010 to 2017
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Source: Coriolis, based on MLS data from MLSUnk.

3.2.3

Summary of Trends Assessed Land Values and Sales Trends

A wide range of factors can contribute to changes in assessed land values, sales volumes, and sales
prices. There have been other policies implemented over the past few years (such as the empty homes tax
in Vancouver and the provincial foreign buyer tax) as well as general market-wide changes (e.g. higher
mortgage rates and tougher mortgage qualification rules that would affect higher value properties more than
lower value properties) that could have an impact on the analysis. It is difficult to draw rigorous conclusions
from the data but, taken as a whole, the available information suggests that there has been reduced market
interest as well as slower price growth in the Queen's Park neighbourhood since the introduction of the
HCA. The indicators suggest an impact of about 5% to 12% of value on average. This impact is likely due to
a combination of factors including:
•

The market has not completely figured out the nature and extent of the changes associated with the
HCA. Some people are likely concerned about possible loss of flexibility and increased cost if they are
required to retain an existing house, especially if that house is in poor condition or difficult to expand
and renovate.

•

The City has not yet confirmed what measures it will adopt to create incentives or mitigate impact.

•

There is a portion of the single detached lot market that puts a priority on being able to build new. Some
of these purchasers may have become less interested in Queen's Park.

•

There is likely some uncertainty about how the City will apply the new policies and regulations, as the
HCA is new and not many properties have gone through the process.
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Analysis of Potential Impacts on Properties 1n the
Non-Protected (Limited) Category

Lots in the Non-Protected (Limited) category are those with houses that were built after 1941. For these
lots, a Heritage Alteration Permit (HAP) is not required for demolition or renovation of an existing house but
is required for a new house. The purpose of the HAP in this case is to ensure that, by the application of
New Construction Design Guidelines5 , the form and character of new houses is supportive of and
consistent with the general image and character of the neighbourhood.
There is, therefore, some reduced flexibility in the design of new houses (as compared to other
neighbourhoods where there are not Design Guidelines), but there is no limitation imposed by the HCA with
regard to allowable uses, density, height, or other key zoning parameters. It is possible that there is a very
small segment of potential purchasers who might be put off by the need to comply with the Design
Guidelines in constructing a new house, but considering the overall character of Queen's Park and the
tendency for new houses to be somewhat sensitive to this character even before the HCA, it is more likely
that there is a segment of purchasers who want to build in Queen 's Park and are perhaps willing to pay a
premium because of its special character.
For this reason, there is not likely to be any negative impact on the marketability or value of properties in
the Non-Protected (Limited) category. The City's identification of these lots is very clear (so there is no
uncertainty about whether a lot is in this group) and the City's policy documents make it very clear that
there is no restriction on demolition. Purchasers have the option of retaining the existing house,
renovating/expanding the existing house, or demolishing and building new, as they did before the HCA.
In our opinion there is no negative impact on the value of properties in this category and there could be
some positive impact as the HCA works to maintain the overall special character of the Queen's Park
neighbourhood.
Exhibit 15: Summary of the Implications of the HCA on Development Options and Value of Lots in the Non-Protected (Umited)

category
t

Development Options Before the Adoption of the
HCA in June 2017
Property owners could choose to retain and
renovate an existing 1941 or later house or
and
build
demolish
new.
Renovations/expansions and new houses were
both subject to a maximum density of 0.5 FSR
including basement and above-grade space.

5

Development Options Now

Comments about HCA

Same as before the HCA, except:
• The laneway house program adopted
by the City in October 2017 now
allows both renovation/expansion
projects and new houses to add a
laneway/carriage house up to the
lesser of 0.1 FSR or 958 sq.ft.
• The HCA requires that new houses
obtain a HAP and meet the New
Construction Design Guidelines.

No negative impact of HCA on
property value of lots in this
category. Possibly positive
impact due to retention of the
character of the Queen's Park
neighbourhood.

Schedule A of the OffiCial Community Plan contains the policies for the HCA, which include New Construction Design
Guidelines.
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5.0

Analysis of Potential Impacts on Properties 1n the
Protected (Advanced) Category

This is the category of properties that current owners and the market generally are most likely to perceive
as having some risk of negative impact on property values, because of concerns about not being able to
demolish a house and being required to retain a house that might have reduced flexibility or greater cost
regarding expansion or renovation. Queen's Park has a diversity of houses. including large, grand homes
that have been exquisitely renovated and maintained as well as small, modest houses that have not been
updated. It is this latter group that may cause concern, as owners worry that they will suffer a loss if
prospective purchasers think their options are constrained by having to retain the existing structure.
It is important to note that some properties in this category have little risk of negative impact, including
those with existing improvements that are too valuable to demolish (because the houses are in good
condition, perhaps have already been updated and well-maintained, and have good market appeal) and
properties that have significantly more floorspace than would be allowed under demolition and new
construction.
The properties with houses that are at or under allowable FSR and/or have houses for which renovation
and expansion could be difficult or expensive are the ones mostly are risk of impact; this type of property is
the kind our analysis mainly applies to.
We start by identifying the specific reasons why the market might assign a reduction in value to these
properties, as compared to their value if they were not in the Protected (Advanced) category. The market is
likely to ask three questions about these properties:
1. Is there a material risk that the lot cannot be developed to achieve the full floorspace allowable under
the RS-1 zone? As shown in Exhibit 4, 61% of the houses in the Protected (Advanced) category are
built to a density less than the 0.5 FSR allowed in the RS-1 zone. If the market perceives that such
houses would have difficulty achieving their full FSR {because the ability to expand the house in a way
that is financially reasonable and that results in a modern. livable home will be constrained by the need
to obtain a HAP under the Protected Building Design Guidelines) then these lots would likely
experience a reduction in value.
2.

If an existing house has a significant share of its space in the basement, and if the basement is counted
in FSR even though it is not attractive living space (i.e. low ceiling and/or limited windows), is there a
risk that such a house will be required to retain its basement instead of being able to build a new house
with more above-grade space?

3. Is extensive renovation, to achieve full FSR and create modern, livable space , more expensive than the
cost to build a new house?
We examine each of these individually in the following sections.
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5.1

Ability to Achieve Full Allowable Floorspace

Properties in the Protected (Advanced) category may need to obtain approval for expansion and renovation
to ensure that the character of the house is retained and, if demolition is proposed, must go through a
review process to determine whether the existing house must be retained. Property owners may wonder if
there is a risk that this process results in the requirement to keep a house that is not, despite reasonable
efforts, a good candidate for renovation and a risk that the requirement to maintain the character of their
house limits the ability to achieve the full development potential under zoning.
The City has emphasized that no zoning changes have resulted from the HCA. so the maximum permitted
density is currently still the same as before the HCA (i.e. 0.5 FSR including basement and above-grade
space for the principal house). The City has also advised that it will not require the retention of houses that
are clearly not viable renovation/expansion candidates. We reviewed the HAP process and documentation
to see if it is consistent with this stated intention and to see if there is any reason for perceived risk.
The main steps in the HAP process for a property in the Protected (Advanced) category are as follows:

1. A party interested in exploring the potential to demolish an existing house in the Protected (Advanced)
category must go through an evaluation process that uses a checklist designed by the City (attached as
Appendix A). 6 This checklist has three main sections (heritage merit, development potential, and
building condition). The checklist rates the house out of a maximum score of 25; as stated on the
checklist form. retention of the house "is required when a score is 15/25 or above". Viewed through the
lens of markeUfinancial impact. it is important to note that a house could in theory achieve a score of 15
or more on the checklist by receiving 8 or 9 out of 9 for heritage merit, 7 out of 7 for condition. and 0 out
of 9 for development potential. In the checklist, scoring 0 for development potential means the house is
underbuilt relative to allowable FSR but has difficulty being adapted to contemporary use and density
without compromising heritage merit. has a lot size or shape that makes it hard to accommodate
additional space, and has a house position on the lot that impedes expansion. In our view the use of
the phrase "must retain" and the possibility of reaching the threshold score of 15 even if it would be
difficult to expand and adapt the house is likely to create a perceived risk of having to retain an existing
house and not be able to achieve full permitted density.

2.

If placed in the "retain" category based on the checklist, a HAP may be needed for a renovation and/or
addition. If this is the case, the Protected Building Design Guidelines7 apply. The intent of these
Guidelines is to preserve the original form, scale, and massing of the house. The Guidelines state that
changes that are "not compatible with" the original building are "not recommended" and that additions
that would "overwhelm" the original character are not recommended. The documentation for the HCA
clearly discourages changes that would alter the front, sides, roofline, or general form of the house,
except at the rear, and the City's Administrative Policy clearly indicates that the City has the authority to
deny a HAP for exterior changes if the changes are not consistent with the Protected Building Design
Guidelines.

If the implementation of the HAP process for the Protected (Advanced) category is consistent with the
language quoted above (from the Checklist, the Administrative Policy, and the Design Guidelines) there is a
risk that the market will perceive that it is possible that owners will have to retain houses that are not
(despite good intentions and reasonable efforts) actually good candidates for financially viable and livable
renovations/expansion and that some under-built lots may not in practice be able to achieve their full

6
7

This document is called ' Evaluation of HAP for Demolition".
Schedule A of the Official Community Plan contains the policies for the HCA. which include Protected Building Design
Guidelines.
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development potential under zoning. If this perception persists, either because the documentation remains
in its current form or because the City makes decisions that reinforce the concern, then there will be
significant negative impact on property values.
However, the City has made it very clear that in the implementation of the HAP system the City will ensure
that properties are able to achieve their full 0.5 FSR in a reasonable house configuration. This will likely
mean that the City will have to be very careful in its use of the checklist, to make sure that houses that are
not viable candidates for retention do not end up in the "must retain" category and flexible in its application
of the Protected Building Design Guidelines. For example, if the only way an existing house can be
expanded to achieve its full FSR is to allow a second storey, even though this would significantly alter the
form and character of the house, then such a change would need to be approved.
We have not quantified the impact of not being able to achieve full allowable FSR because the City has
expressed the view that properties will not be prevented from achieving their allowable development
potential under a renovation/expansion of an existing house.
To eliminate the possible concern about this issue in the market place, we recommend that the City make
modifications to its documentation about the HCA, including:
•

Revisiting the scoring of the checklist with regard to the development potential criteria, so that it is not
possible to achieve a "must retain" outcome for a lot that has severe limitations on the ability to
accommodate additional allowable floorspace.

•

Reword some of the Protected Building Design Guidelines to make it clear that renovations or
expansions will be allowed as necessary to achieve the allowable floorspace even if this alters the
existing character of the front, sides, or roofline of the building.

The strongest action the City can take to ensure that there is not a negative impact from perceived loss of
achievable floorspace will be to show in actual applications that it is applying the requirements and
guidelines reasonably so that properties achieve their full development potential in livable, cost-effective
configurations.

5.2

Requirement to Retain Basement Space

Almost all of the 368 properties in the Protected (Advanced) category have basements. We understand
that many of these existing basements contain living space that could be regarded as less than ideal,
because it has low ceiling height, no or very small windows, and (on flat lots) requires stairs for outdoor
access. Under the existing zoning bylaw, basement space is included in the calculation of FSR.
In a new build, the owner has the option of allocating some FSR to basement space (which would
presumably be full height, have reasonable windows, and possibly be used for a suite) or allocating all FSR
to above-grade floorspace (meaning a two storey house). Most new houses built since 2012 that sold since
2015 have their floorspace in the form of above-grade space rather than basement space, suggesting that
at least part of the market prefers upper above-grade space (with the possible exception of new houses
built to accommodate a suite, which is typically in the basement for separation from the main dwelling unit).
In 2002, the City modified the zoning bylaw to allow owners to raise their houses (notwithstanding other
restrictions in the bylaw) to a maximum of 3 feet, to allow the achievement of a full-height basement (the
Building Code requires a minimum of 6'7" for a suite) and reasonably-sized windows.
The City has indicated that the option of raising the house still exists under the HCA, so this partially
mitigates the impact. However, the HCA could eliminate an owner's option to build new above-grade space
rather than raise/retain/upgrade the basement (which can be expensive and disruptive). Under the HCA
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and current zoning, if an existing house must be retained and has a basement, the owner is essentially
required to continue allocating FSR to basement space. This may not be a concern where the basement is
attractive, but it is a concern if the basement is not attractive in material ways and requires a large
investment for upgrading. This has a potential negative impact on property value.
To quantify the impact of having to retain basement floorspace in a house that is required to be retained
(compared to building new and being able to elect to build the full 0.5 FSR as above-grade space}, we need
to estimate the value of basement floorspace relative to above-grade floorspace.
It is clear from recent sales of new houses built in the last 5 years in Queen's Park that the market values
above-grade space more than basement space, because new houses that sold during this timeframe do not
have basements. We looked at the total sales prices and then deducted the estimated land portion of sales
price (using the land values by lot size from Exhibit 7). This analysis suggests that above-grade floorspace
is worth about $200 per square foot.
We then completed regression analysis8 to test the marginal contribution to sales prices of basement space
versus above-grade space. The regression analysis tested all sales of single family houses in Queen's Park
from January 2016 to February 2018. The output suggests that basement space is on average worth about
75% of the value of above-grade space.
Based on this rationale, we assume that finished above-grade space is worth about $200 per square foot of
floorspace and basement space is worth at most about $150 per square foot of floorspace (i.e. $200 x
75%), so there is a $50 per square foot of floorspace discount for basement space. Basement space would
be worth less than this amount if the ceiling height is very low or there are no windows.
To calculate the impact having to retain basement space, we take the amount of existing basement
floorspace for each property and multiply this by the discount in market value compared to above-grade
space of $50 per square foot of floorspace. Exhibit 16 summarizes the results.

. to Retam
EXh"b"t
.
mpact 0 fH avm
· Basement s>pace
I I 16 Magm"tudeof Max1mum
Estimated Impact Total$
ｬｭｾ｣ｴ＠
of $8,000 to $50,000
Impact of $50,001 to $100,000
Impact of $100,001 to $150,000
Impact of $150,001 to $200,000
Impact of $200,000+
Total # of orooerties with this_p_ossible impact

Count
152
206
5
1
0
364

Share of
Total
42%
57%
1%
0%
0%
100%

Estimated Impact Expressed as a% of 2017
Assessed Land Value
Impact of 1% to4% on land value
Impact of 5% to 9% on land value
Impact of 10% to 14% on land value
Impact of 15% to 19% on land value
Impact of 20%+ on land value
Total# of properties with this possible impact

Count

Share of
Total
226
62%
138
38%
0
0%
0
0%
0
0%
364
100%

It is important to note that Exhibit 16 assumes all properties with basements would experience a negative
impact. We acknowledge this will not be the case, because some basements already provide attractive
living space. We do not have data on the character or condition of interior basement space, though, so the
figures in Exhibit 16 are a worst case scenario assuming all basement space has reduced market value.
Even so, the impacts are significant but not severe. For over 60% of all properties, the impact is less than
5% of assessed land value and for the remainder the impact is between 5% and 9%.
Fortunately, as will be shown in Section 6.1 , there is a relatively easy way to address this impact.

8

Regression analysis is a statistical tool that estimates the relationship between a dependent variable (in this case, sales prices)
and independent variables (in this case, we ran the analysis assuming that lot size, basement floorspace, and above-ground
floorspace are main factors determining sales prices).
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5.3

Renovation Cost
Construction

Premium

AREP.

Compared

to

Cost

of

New

Owners often voluntarily elect to renovate houses, as it can be a cost-effective way to update and refresh a
home. Houses that are good candidates for renovation are presumably generally in good structural
condition, have a livable and attractive layout of spaces, and have the ability to provide the full array of
spaces the owner wants. Such houses may not be at risk of demolition and so may not have any negative
impact from the HCA.
However, a house that but for the HCA would be a candidate for demolition is a different matter. If an owner
would rather have demolished and built new, this presumably means the house is in poor condition, has an
undesirable layout, and is not readily or cost-effectively converted to a contemporary living environment. In
such cases, the cost of an extensive renovation (to the extent needed to produce a quality of space that is
comparable to a new build) typically costs more than new construction. The cost premium can be
significant, especially if the renovation involves raising the house to make the basement attractive.
Based on input from Donald Luxton & Associates Inc. (the firm that worked with the City of New
Westminster on the Design Guidelines for the HCA), as of March 2018 there is about a $30 per square foot
all-in cost premium for renovating a 1940 or earlier house in accordance with the character standards in the
Protected Building Design Guidelines, compared to the cost of new home construction.9 This assumes a
renovation budget that is sufficient to create modern living space, address any structural or building
envelope problems, and address any lay-out inefficiencies. This estimate does not include costs for lifting a
house in place, relocating it onsite, or any extraordinary servicing costs. The cost premium for a
renovation/rehabilitation to a higher level of Heritage standard would be more. Obviously, it is possible to
do renovation work for less than this estimated cost, if the renovation only includes part of the house or if it
is a cosmetic renovation. However, the impact on market value is based on comparing the ability to build a
new house versus a full renovation, so we must compare the cost of constructing a new house to the cost
of a renovation that results in a house that is as near as possible to the quality of a new one.
To calculate the impact having to renovate existing space rather than build new, we take the amount of
existing floorspace for each property and multiply this by the renovation cost premium of $30 per square
foot of floorspace. Exhibit 17 summarizes the results.
· rmg S>pace Rath er th an BUl'ld New
Exhibit 17 Magnitude of Maximum mpact of Having to Renovate EXIS
Estimated Impact Expressed as a%
of
Share
Count
$
Total
Impact
Estimated
of 2017 Assessed Land Value
Total
Impact of 1% to 4% on land value
1%
2
Impact of $35,000 to $50,000
Impact of 5% to gofo on land value
64%
234
Impact of $50,001 to $100,000
Impact of 10% to 14% on land value
29%
108
Impact of $100,001 to $150,000
lfl1)aet of 15% to 19% on land value
5%
20
lfl1)aet of $150,001 to $200,000
Impact of 20%+ on land value
1%
4
Impact of $200,000+
Total# of properties
100%
368
Total# of properties

Count Share of
Total
1%
4
86%
315
13%
48
0%
1
0%
0
100%
368

As with the basement analysis, we do not have the ability to distinguish between properties that would
require a renovation that would involve the full cost premium versus properties that could be renovated for

9

Donald Luxton & Associates Inc. indicated that the all-in cost for a character renovation/rehabilitation is about $220 to $245 per
square foot of floorspace and the all-in cost for new home construction is about $190 to $215 per square foot of floorspace in
New Westminster, so the cost of a full renovation is $30 per square foot of floorspace more than the cost of new home
construction.
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less than this amount. So, Exhibit 17 is a worst case that assumes all houses must be fully renovated to
yield space comparable to a new house.
As shown, in this worst case 86% of properties have an impact that is less than 10% of assessed land
value. About 13% have an impact in the range of 10% to 14% of assessed land value.

5.4

Summary of Impacts

Based on our analysis, the impacts pertaining to the basement retention and the renovation cost premium
will be as follows:
•

Some houses will experience little or no impact, if they are in good condition, relatively easy and costeffective to renovate, and have attractive layouts.

•

Houses that experience the full impact of having to retain a relatively unattractive basement will
experience impacts in the range of 1% to 9% of assessed land value, if this impact is not addressed.

•

Most houses that require an extensive renovation to achieve space comparable to a new build will
experience impacts in the range of 1% to 14% of assessed land value, if this impact is not addressed.

•

Some properties will experience both of these negative effects.

Exhibit 18 shows what happens if the two potential impacts are combined. It is important to note that this is
a worst case scenario that assumes that all properties are affected negatively by the retention of their
basement and by the premium cost of full renovation.

.
Exht'bit 18: umu alive Maxtmum
Magnitude ofB asement lmpact and Premium Cost of Renovation
Estimated Impact Total $
Count Share of
Estimated Impact Expressed as a%
Total
of 2017 Assessed Land Value
Impact of $10,000 to $50,000
Irrpact of 1% to 4% on land value
0
0%
Impact of $50,001 to $100,000
27
7%
lrrpact of 5% to 9% on land value
Impact of $100,001 to $150,000
193
52%
lrrpact of 10% to 14% on land value
Impact of $150,001 to $200,000
lf'll)aCt of 15% to 19% on land value
105
29%
Impact of $200,000+
43
12%
lrrpact of 20%+ on land value
Total# of properties
100%
Total# of properties
368

c

Count Share of
Total
1
0%
72
20%
246
67%
12%
43
6
2%
100%
368

Exhibit 18 suggests that for about 90% of properties the worst case is an impact of 5% to 14% of assessed
land value. About 12% of properties have a worst case of 15% to 19% of assessed land value. Note that
many properties will not experience this worst case scenario.
Comparing this quantitative approach to measuring impacts to the market trend analysis in Section 3.0 is
interesting. We found that anecdotal evidence and recent market trends suggested impacts in the range of
5% to 12% of value for affected properties. Our calculated worst case for most properties is 5% to 14%,
which is consistent with the other indicators.
In summary, it is our opinion that:
•

Some of the Protected (Advanced) properties will not be significantly affected; these will tend to include:
properties with high quality improvements that account for a large share of property value; large lots
with relatively small houses that are easy to renovate and expand; and properties that are built above
the allowable floorspace under existing zoning.

•

Some Protected (Advanced) properties will experience negative impacts in the range of 5% to 15% of
land value, in the absence of mitigation measures or incentives. These will tend to be properties with
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unattractive basements and/or that require extensive renovation to provide space that is comparable to
a new build.
•

A few properties may be more significantly affected, such as larger houses in very poor condition.

Because there is such a high diversity of lots and houses in Queen's Park, it is not possible to estimate the
number of lots in each of the above categories without extensive property-by-property analysis.

co rio lis
CONSULTING CORP.

PAGE 21

DRAFT

Back to Agenda

ECONOMIC NIAI YSIS OF

6.0

I·•

ITAGF ｃｏｎｓｅｒｖａｔｉ

ｉ ｾ＠

P.REA

Financial Analysis of Potential Mitigating Measures
and Incentives

Recognizing that there might be negative impacts of the HCA on the value of some Queen's Park
properties, the City expressed a commitment to explore and adopt mitigating measures or incentives that
could address the impacts and encourage owners to retain and upgrade houses rather than demolish and
build new.
This section analyzes the potential of various measures to address impacts and create incentives. The
measures considered are:
•

Zoning changes regarding existing basement space.

•

Increasing the allowable FSR for retained houses.

•

Allowing the stratification of laneway and carriage houses.

•

Allowing the stratification of the principal house.

•

Allowing small lot subdivision.

6.1

Treatment of Basement Space

One way to address the concern about having to retain basement space and include it in FSR, even if it is
unattractive, is to exempt basement space from the calculation of FSR. This would mean the basement
would be retained, but the owner could build the equivalent amount of new space such that the basement
now becomes an "extra" rather than a possible liability. This may not work in all cases, if it is difficult to
achieve all of the new space on the lot, but it could work for houses with one storey above-grade (by adding
a second storey) or houses with sufficient room in the back or side yards to accommodate an addition.
There is a possible downside in that the total building massing in the neighbourhood may increase and
development may generally appear more dense, but it must be kept in mind that many new builds in
Queen's Park put all of their floorspace above-grade in any case.
It should also be noted that owners have the option of raising the existing house to make basement space
more attractive, in which case it may not be necessary to exclude the space from FSR.
We suggest giving owners of retained houses these options:
•

Any basement space that has less than 3 feet above-grade or a floor-to-ceiling height less than 6'7" is
not included in FSR, so the allowable FSR can be achieved by building more above-grade space, or

•

(As now) The house can be raised so that the basement has full height and at least 3 feet above-grade,
in which case it would be included in FSR.

In our view, giving these options would eliminate most or all of the negative impact associated with retaining
a basement space for a Protected (Advanced) property.

6.2

Increasing Allowable FSR

The City asked us to test the impact of permitting an additional 0.1 FSR of density as an incentive for
retention/renovation projects. This would be in addition to the 0.5 FSR already permitted. The additional
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floorspace could be used as part of the renovation/expansion of the main house or for a larger Janeway
house.
To calculate the financial benefit of allowing an additional 0.1 FSR, we need to estimate the value in the
marketplace of marginal changes in the amount of floorspace that can be built on RS-1 zoned properties in
Queen's Park.
When purchasing a single family lot, buyers are purchasing a bundle of "commodities" that include the land
and the right to construct a house of a certain size (based on the maximum permitted density). Sales prices
for single family lots represent the combined value of land and the right to build or renovate/expand a house
to a certain size, so it is necessary (but difficult) to isolate the portion of value attributed to a marginal
increase in maximum permitted density. The ideal approach would be to examine differences in sales
prices for a set of properties with the same lot size and different allowable house sizes and then deduct the
cost of house construction to estimate the extra land value associated with the right to build a smaller or
larger house. However there is insufficient data to do so.
As an alternative, we use this approach:
•

We start with an assumed amount of extra lot area (e.g. going from a hypothetical 7,000 square foot lot
to an 8,000 square foot lot).

•

We apply the permitted maximum density of 0.5 FSR in the RS -1 zone, so an increase of 1,000 square
feet in lot size would allow an additional 500 square feet of house. The extra 500 square feet of house
would likely translate into a 200 square foot main floor and 300 square feet on the upper floors
assuming a 2 Y2 storey house. So, the total 500 square feet of additional house area occupies a 200
square foot footprint on the lot.

•

The extra 1,000 square feet of lot area can, therefore, be thought of as an extra allowable 500 square
feet of house on a 200 square foot footprint plus an extra 800 square feet of yard area.

•

There are two ways to think of what the extra lot area creates. One way is to think of the "commodities"
as being the extra allowable house footprint (200 square feet) and extra yard area (800 square feet). If
these two commodities have equal value per square foot, then about 20% of the extra purchase price
for a larger lot can be attributed to the ability to build a larger home and the other 80% can be attributed
to having a larger yard. However, this seems conservative to us because people tend to use all of their
allowable FSR suggesting the development entitlement is more important than the footprint. The other
way is to think of the "commodities" as the entitlement to build extra house floorspace (500 square feet)
and the availability of extra yard area (800 square feet), which if valued equally per square foot would
translate into about 40% of the purchase price for a lot being attributable to the ability to build a larger
house and about 60% attributable to having a larger yard.

•

We acknowledge that this is approximate, but based on this rationale we estimate that the benefit of
being allowed to increase house size is equal to about 40% of the value of the land.

Based on the above rationale and the land values estimated in Exhibit 7, Exhibit 19 shows our estimate of
the land value that is associated with marginal increases in the amount of density that can be achieved on
RS-1 lots in the Protected (Advanced) category.
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Exhibit 19: Assumed Contribution to Land Value of Marginal Increases in Achievable ｄ･ｮｳｩｾ＠
Lot size
Land value contribution per sq.ft. of site area
for extra development entitlements
< 5,000 SQ.ft.
$100 (i.e. $250 x 40%)
$92 (i.e. $230 x 40%)
5,001 to 6 ,000 sQ.ft.
$72 (i.e. $180 x 40%)
6,001 to 8,000 sQ.ft.
$60 (i.e. $150 x40%)
8,001 to 10,000 sQ.ft.
$48 (i.e. $120 x 40%)
10,001 SQ.ft. +
To calculate the financial benefit of allowing an additional 0.1 FSR, we take the existing lot area for each
property, multiply this by 0.1, and multiple this by the value of the ability to build more floorspace as
estimated in Exhibit 19. Exhibit 20 summarizes the results.
'tudeof Fmanc1a
. I 8ene fit1 ofAn Add'f
EXh'b't
I I 20 Magn1
11onaI 0 1 FSR
Estimated Benefit in Total$
Count
Share
Estimated Benefit Expressed as a% of
of Total
2017 Assessed Land Value
Benefit of $20,000 to $50,000
193
52%
Benefit of 1% to 4% on land value
Benefit of $50,001 to $100,000
174
47%
Benefit of 5% to 9% on land value
Benefit of $100,001 to $150,000
1
0%
Benefit of 10% to 14% on land value
Benefit of $150,001 to $200,000
0%
Benefit of 15% to 19% on land value
0
Benefit of $200,000+
0
0%
Benefit of 20%+ on land value
100%
Total# of properties
Total# of properties
368

Count
357
11
0
0
0
368

Share
of Total
97%
3%
0%
0%
0%
100%

As shown in Exhibit 20, the benefit of allowing an additional 0.1 FSR for almost all properties is in the range
of 1% to 4% of land value.
This value assumes the extra space is added to the principal house. The value would be somewhat less if
added to a laneway or carriage house.
We suggest that owners be given the option of using the additional FSR either for the principal house or the
laneway/carriage house, so they can optimize the use of additional density based on the characteristics of
the lot and house.

6.3

Allowing Stratification of Laneway/Carriage Houses

The City asked us to test the financial benefits of allowing the stratification of laneway/carriage houses .
There is a benefit to stratification, in that the owner can choose to rent or sell the unit, but there are
offsetting disadvantages. The laneway/carriage house takes up yard space and stratifying the
laneway/carriage house means that the main house must become a strata unit as well.
For the extra value created by allowing stratification of a laneway/carriage house. we estimate the total
property value for a lot with a renovated house and a rental laneway house and compare this to an estimate
of the total property value that would be supported by a stratified, renovated main house and a stratified
laneway. We assume renovation and laneway creation costs are about the same in both cases, so the only
difference is the achievable value for the different tenures of finished product. We use an example that
assumes:

•

A 5,000 square foot site.

•

A land value of $250 per square foot of site area (as per our estimated land values in Exhibit 7) which
we apply to 4,500 square feet of the lot because we value the laneway separately.
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•

A renovated house built to 0.5 FSR with a value of about $165 per square foot offloorspace.10

•

A value of about $200,000 for a rental Janeway property, which we estimate by capitalizing the
estimated net income from renting the Janeway (in this case a 500 square foot Janeway based on 0.1
FSR x 5,000 sq.ft. lot) (see Appendix B).

•

A sales price of about $650 per square foot for the stratified Janeway house and about $600 per square
foot of floorspace for the stratified main house. New townhouse units in Uptown and other nearby parts
of New Westminster are achieving sales prices of about $600 per square foot and we assume that a
new stratified Janeway unit would achieve about a 10% premium to this price to reflect the benefit of
being a detached unit compared to an attached unit. We assume that the renovated stratified main
house would achieve about 90% of the stratified Janeway house price, reflecting that it is renovated
space not new space.

Based on these assumptions, we estimate that the example lot/house has a total property value of about
$1 ,737,000 under existing development entitlements (i.e. 0.5 FSR main house plus 0.1 FSR rental laneway)
and about $1 ,825,000 if the Janeway house (and principal house) were stratified (see Exhibit 21 ). This is an
increase of about $90,000 attributable to permitting stratification. However, some properties cannot retain
the existing house and physically accommodate a laneway/carriage house (because of factors such as lot
size, lot shape, siting of the existing house, etc.) so this tool will not be helpful for all properties. There
could also be additional costs (e.g. service connections, moving the main house, or replacing a garage) that
offset some of the benefit of creating the stratified laneway. Also, some property owners will prefer to not
have a laneway at all (because of reduced yard area and not wanting an on-site neighbour) and may not
want to have to stratify their home. In this case, they will not receive the benefit until they sell their property
to a party that wants to develop a laneway/carriage house.
There is another advantage to stratification not captured in these numbers. Instead of a single ownership
property with a value of $1.7 million (in this example) and a rental unit, there is now a house with a value of
$1.5 million and a house with a value of $0.3 million, so home ownership has become more affordable for
two households.
Exhibit 21: Additional Value Created by Permitting Stratification of the Laneway/Carriage House
Pro ert Value with a Princi al Dwellin and Rental Lanewa House
$1,125,000
Land value of the lot:
4,500 sq. ft. x $250 per sq.ft of site area=
$412,500
. Renovated house value:
2,500 sq.ft. x $165 per sq.ft of floorspace =
$200,000
$1,737,500

House
$1,500,000
$325,000
$1,825,000

10

Assuming a blend of our estimate of upper floor space and basement space values from Section 4.2.1 based on a 2% storey
house with a full basement, and with a discount to reflect that renovated homes typically sell for less per sq.ft. than new homes.
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Allowing Stratification of the Principal House

The City asked us to test the financial benefits of allowing the stratification of the principal house to create
two or three strata units within the main house.
On the cost side, converting the main house into two or three strata units involves the renovation cost
premium plus costs associated with conversion to two or three units as each unit would need its own
kitchen, bathroom , and front door/entryway, and there would be some extra mechanical/heating work.
Making allowances for these items suggests that there could be premium of at least $45,000 per unit for
converting a character house into two or three attached strata units (plus the renovation cost premium of
$30 per square foot of existing house size).
Attached strata units in converted houses are not prevalent in New Westminster so there is no direct sales
evidence, but looking at prices for duplex units and townhouse units compared to single family house prices
suggests that attached strata units sell for less per square foot than a fee simple single family house. So, on
the revenue side, creating two or three attached strata units does not generate any additional revenue
compared to selling a fee simple single family house.
Taking the revenue and cost implications into consideration, allowing stratification of the principal house
does not create a net financial benefit to offset any impacts of the HCA.
However, the attached strata units in the principal house would offer housing units at a lower total price
than a single family house, which could create more affordable units in the Queen's Park neighbourhood
which may be of interest to some existing and prospective property owners.

6.5

Allowing Small Lot Subdivision

Another option that could be provided is to permit small lot subdivisions. In our view. there would be no
material differences in neighbourhood form or character of allowing a stratified laneway/carriage house and
stratified main house or allowing small lot subdivision to create a small standalone fee simple parcel for the
laneway/carriage house and a remainder fee simple parcel for the main house.
As illustrated in the graph in Exhibit 6, small lots in the Queen's Park neighbourhood have much higher
assessed land values per sq.ft. than large lots. Exhibit 22 shows some illustrative calculations, which
indicate that allowing subdivision of lots that are already relatively small (e.g. 5,000 square feet or so) could
generate on the order of about $150,000 in value, less the cost of relocating the existing house on site if
needed. The potential to generate value through subdivision is higher for larger lots.
Exhibit 22: Illustration of Additional Value Created by Permitting Smaller Lot Subdivisions
Difference in Value o f a 5,000 s:;q.Ft. Lot and 0 ne 3,500 Sq. ft. Lot and One 1,500 Sq.Ft. Lot
Land value of 5 000 sq. ft. lot 5,000 SQ.ft. X $250 per sq.ft. of site area=
$1 ,250,000
Land value of 3,500 sq. ft. lot 3,500 sq.ft. X $270 per sq. ft. of floorspace =
$945,000
Land value of 1,500 sq.ft. lot 1,500 sq.ft. X $300 per sq.ft. of floorspace =
$450,000
Total value of the tv.o smaller lots
$1 ,395,000
Increase
$145,000

Difference in Va ue of a 7,000 siq.Ft. Lot and Two 3,500 Sq. ft. Lots
Land value of 7,000 sq.ft. lot 7,000 sq.ft. X $180 per SQ.ft. of site area =
Land value of 3,500 sq.ft. lot 3,500 sq.ft. X $270 per sq. ft. of floorspace =
Land value of 3,500 sq.ft. lot 3,500 sq.ft. X $270 per sq. ft. of floorspace =
Total value of the tv.o smaller lots
Increase
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While subdivision has the potential to generate new land value, there are challenges. Depending on the
size of the existing lot and the size/siting of the existing house, subdivision could present challenges with
regard to:
•

The size and location of the existing house, and whether it can be physically and cost-effectively shifted
to fit on one of the new subdivided lots, leaving the other for a new house.

•

The ability and cost of providing access and services connections to both new lots.

•

The frontage and buildable area (after deducting setbacks) on the new lots.

Subdivision is likely to work best for larger existing lots, although these may not be the ones that need the
most financial incentive because larger lots will have an easier time using their allowable floorspace in
renovation/expansions.
Subdivision is not likely to be a practical solution or incentive for most properties because of lot size and
house location.
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7.0

Comparison of Impacts and Benefits for Protected
(Advanced) Properties

Our analysis indicates that some of the Protected (Advanced) properties will have little or no impact. These
are properties with good quality, high value improvements, especially if they are already built above
allowable FSR. However, most properties are likely to experience some impact, in the absence of
mitigation measures or incentives. We estimate that impacted properties might see at most an impact of 5%
to 15% of value.
Some of this impact is due to the treatment of basement space under existing zoning. If existing basement
space is not attractive (i.e. low ceiling height, small or no windows) but included in the calculation of FSR,
there is a negative impact from having to retain this basement space in a renovation. This impact can be
addressed by giving the option of excluding the existing basement from FSR or raising the house.
If the basement issue is resolved as suggested, then for most properties the remaining negative impacts
will consist of the cost premium associated with full renovation over new construction, as well as extra time
to go through the process of obtaining the HAP and possibly some impact due to the reduced flexibility in
house layout that is imposed by working with an existing structure instead of building a new house .
For those properties that would otherwise be demolition candidates, the potential impacts and the potential
value of incentives/mitigation measures are summarized and compared in Exhibit 23.
Exhibit 23: Comparison of Impact and Density Incentives/Mitigation Measures for Protected (Advanced) Properties
Maximum renovation
Remaining renovation
Remaining renovation cost
premium impact, after
cost premium impact,
cost premium impact,
before any mitigating
adjusting for offsetting
after also adjusting for
changes/incentives
benefit of existing density offsetting benefit of bonus
beyond 0.5 FSR
0.1 FSR
No remaining impact
20
0
57
Impact of $1 to $35,000
0
137
23
Impact of $35,001 to $50,000
2
25
78
Impact of $50,001 to $100,000
234
198
85
Impact of $100,001 to $150,000
108
88
11
Impact of $150,001 to $200,000
20
12
0
Impact of $200,000+
4
2
0
Total# of properties
368
368
368
As shown in Exhibit 23, after adjusting for the benefit of retaining existing FSR over 0.5 and the benefit of
the bonus additional 0.1 FSR (to be applied to the main house or the laneway/carriage house}, there is still
some residual impact for some properties.
We estimated that the ability to stratify a laneway could create about $90,000 of value. If this applied to the
above chart, then the negative impact would be eliminated for most properties. Note that existing owners
do not have to actually build and stratify a laneway for this outcome; what matters is that future purchasers
of the lot see this opportunity and price the value into what they are willing to pay for the property.
After applying the suggested mitigation measures, some impacts will remain:
•

A few properties will still have a residual impact even if they use all incentives.

•

Those properties that cannot accommodate the bonus floor space and the laneway, due to lot and
house configuration , will have residual impact. We estimate that this may be the case for at most
about one third of the lots in the Protected (Advanced} category. It may be that some of these
properties end up shifting to the Non-Protected (limited) category after the checklist evaluation, but
those that remain in the Protected (Advanced) category will have some impact.
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Conclusions and Recommendations

1. The 193 properties in the Non-Protected (Limited) category are not likely to experience any negative
impact because owners still have the flexibility to renovate or demolish and build new. New builds will
have to comply with design guidelines but this should not affect value given that most purchasers in
Queen's Park presumably are interested in heritage character. The properties in the Non-Protected
(Limited) category may see some positive impact due to the maintenance of the overall character of the
neighbourhood.
2. For the 368 RS-1 zoned single family properties in the Protected (Advanced) category, it is important
that the City makes it very clear that these properties will be able to achieve their full allowable FSR
under zoning. To provide assurance to the market, the City may want to consider revising some of the
wording in its documents so that it is clear that houses will be put into the "must retain" category if there
is a way to achieve full FSR and that the design guidelines will be interpreted such that houses that
must be retained will be allowed modifications as necessary to achieve full development potential under
zoning.
3.

Properties in the Protected (Advanced) category that have good quality improvements built at or above
allowable FSR are not likely to experience significant negative impacts because the houses are too
valuable to demolish .

4.

The properties that, but for the HCA, would be demolition candidates are at risk of negative impact (in
the absence of mitigation or incentives) for various reasons including the cost premium of renovation
over new construction, the current treatment of basement space in the calculation of FSR, and
uncertainty about how the new rules will be applied. We estimate that impacted properties might
experience a decline of 5% to 15% of value (from pre-HCA values) unless the City adopts mitigation
and incentive measures.

5. A significant portion of the potential impact can be offset if the City changes how it treats existing
basements. Home owners of retained houses should be given these options:

6.

a.

Basement space that has less than 3 feet above grade or a ceiling height less than 67• should be
excluded from the calculation of FSR. or

b.

(as currently allowed) the house can be raised so that the basement has full height and at least 3
feet above grade, in which case it will be included in the calculation of FSR.

Properties that remain in the Protected (Advanced) category after detailed evaluation using the
checklist should be allowed to use any or all of the following measures, at the option of the owner:
a. Basement treatment as suggested above.
b.

The ability to retain the existing total FSR, even if above the 0.5 allowed in the existing zoning.

c. A bonus of 0.1 FSR (in addition to the extra existing FSR), to be allocated between the main house
and a laneway/carriage house at the owner's option.
d.

The ability to stratify the Janeway or carriage house.

e. The ability to stratify the main house into at most two units.
f.

Relaxation of setbacks to assist in accommodating the allowable space.

g.

Reasonable interpretation of building code, where there is flexibility, recognizing the challenges of
renovation.
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We estimate that the above mitigation and incentive measures should result in most properties in the
Protected (Advanced) category having little or no negative impact and possibly some net positive
impact. Note that it is not necessary for the existing owner to implement the mitigation or incentive
measures. The measures are intended to generate value from the perspective of future purchasers so
that they do not discount the value of the property due to the HCA.

8. After applying the suggested mitigation measures, some negative impacts will remain:
a. A few properties will still have a residual impact even if they use all incentives.
b. Those properties that cannot accommodate the bonus floor space and the laneway, due to lot and
house configuration will have residual impact. We estimate that this may be the case for at most
about one third of the RS-1 zoned single family lots in the Protected (Advanced) category. It may be
that some of these properties end up shifting to the Non-Protected (limited) category after the
checklist evaluation, but those that remain in the Protected (Advanced) category will have some
impact.
9.

The City could consider supporting rezoning applications to allow small lot subdivision in cases where
owners can make a compelling case that the other changes do not work or are insufficient to offset
impact.

10. The City should be prepared to provide assistance to property owners trying to work their way through
the pros and cons of retaining an existing house. The regulatory differences between retain/renovate
and build new are complex and it is in the City's interest to make sure owners understand their options.
We also suggest considering the application of a heritage property tax reduction during the approvals
and construction process (say to a maximum of 2 years) to offset the complications of design and
permitting. This could be provided only to those owners that complete the renovation.
11. We suggest that the City continue to monitor sales prices, sales volumes, and assessed land values in
the Queen's Park neighbourhood.
12. The City should retain the development entitlements for new houses in Queen's Park as is. Any
changes that increase the development potential associated with new houses (e.g. more density in the
main house or laneway/carriage house) would put additional demolition pressure on 1940 and earlier
houses. It is important to maintain (or widen) the gap between the value of demolition/build new and
retain/renovate projects. The City should be firm in enforcing the New Construction Design Guidelines
so that new houses are compatible with the character of the neighbourhood and do not have the ability
to achieve additional floorspace.
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Appendix 1: Evaluation Checklist for a Demolition Application

13

11

/2

11
/1

Retention of the building is required when a
score is 15125 (60%) or above .

/25 A Heritage Assessment on the building is
required for staff's scoring purposes.
If a criteria statement is true, points are
allocated to that category as indicated in the
score column. Should the criteria not be met,
is zero for that ｲＮＺｾｴｯｮｶ＠
:\I\\'
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Appendix 2: Capitalized Value of a 500 sq.ft. Rental Laneway House

Financial Analysis of an Income-Producing Laneway House on a 5,000 sq. ft. Lot
Assumptions
Qoss Residential Floorspace
Net Rentable Residential Floorspace
Assumed Number of Residential Parking StaDs
Market Rental Rates
Residential Unit (average)
Parking Revenue
Residential Vacancy Allowance
Property Tax AHowance
Residential Assessment
Residential Tax Rate
Residential Property Taxes
Residential Operating Costs (see notes)
Analysis
Revenues
Laneway Qoss Potential Rent
Vacancy ADowance
Effective Gross Revenue
Residential Operating Expenses and Property Taxes
Residential Property Taxes
Residential Operating Expenses
Total4>erating Expenses and Property Taxes
Net Operating Income on Residential
Capitalization Rate on Residential
Capitalized Value of Residential Space (rounded)
Notes
Residential Operating Costs
Insurance
Hydro/Gas/Utilities
ｗ｡ｴ･ｲＯｓｾ＠

Garbage/recycling
Landscaping/Gardening
Repairs/Maintenance
Property ManagemenVCaretaking
Permits/Ucenses
Total Residential Operating Costs
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500 sq.ft.
500
or
1 stalls

at0.1 FSR
100% of gross residential floorspace

$950 per rronth or
$0.00 per stall per month
3.0%

$1.90 per sq. ft. per month

$161,000
0.43846%
$706
$1.500 per year

$11,400
$342
$11,058
$706
$1,500
$2,206
$8,852
4.5%
$197,000

$200
$0
$0
$50
0%
$1 ,200
0.0%
$50
$1,500

per unit per year
per unit per year
per unit per year
per unit per year
of gross rent per year
per unit per year
of gross rent per year
per unit per year
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Attachment 2
Summary of Relevant Policy and Regulations
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SUMMARY OF RELEVANT POLICY AND REGULATIONS
Queen’s Park Heritage Conservation Area
A Heritage Conservation Area is a distinct neighbourhood, characterized by its historic
value, which is identified in a City’s Official Community Plan (OCP) for heritage
conservation purposes. The Queen’s Park Heritage Conservation Area includes properties
south of Sixth Avenue, north of Royal Avenue, west of Sixth Street and east of Queen’s
Park. The Queen’s Park Heritage Conservation Area applies primarily to single detached
dwellings in the neighbourhood.
The Queen’s Park Heritage Conservation Area is a lower level of heritage-related
protection than a Heritage Designation which is applied to an individual property (and is
a requirement of a Heritage Revitalization Agreement). Rather, the Queen’s Park
Heritage Conservation Area is an area management tool, which includes both low-level
heritage protection for the exterior of existing buildings, and design control for new
construction. The goal of a Heritage Conservation Area is to allow change, but ensure the
change is respectful of existing heritage character. Heritage Alteration Permits are used
for managing the change. Figure 1, included at the end of this section, provides additional
explanation of the difference between the levels of heritage protection associated with the
Heritage Conservation Area and Heritage Designation.
Levels of Heritage Conservation Area Protection
Advanced Category (Protected Properties)
Buildings constructed in the Queen’s Park neighbourhood in1940 or earlier, and those
listed on the Heritage Register are protected through the Heritage Conservation Area
(“Advanced” category). Protection requires that the owner obtain a Heritage Alteration
Permit (HAP) from the City for construction activities on the front, sides or visible roof
of the existing principal building. No HAP is required if the exterior alteration does not
affect one of these elements (e.g. for construction in the rear of the building). The
purpose of these HAPs is to provide the City the opportunity to review the proposed
building alterations with the intent of ensuring that the alterations respect the history of
the house and enhances the heritage character of the neighbourhood. These permits are
issued by the Director of Development Services and do not require the approval of the
Council.
A HAP is also required to allow demolition of an existing protected building. An
application for demolition would be reviewed against criteria organized into three
different categories: 1) Heritage Character and Merit, 2) Development Potential, and 3)
Condition. The HAP would either be approved or denied by the Director of Development
Services based on the evaluation of these criteria.
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Owners of a protected property can also apply to have their house moved to the Limited
category. These applications would also be reviewed against the criteria in the three
categories: 1) Heritage Character and Merit, 2) Development Potential, and 3) Condition.
The application would either be approved or denied by Council based on the evaluation
of the criteria. If approved, the change would be implemented through an Official
Community Plan Amendment.
Special Limited Category (Study)
There are approximately 80 properties which would be protected through the Heritage
Conservation Area, but have been identified through the policy development process as
having characteristics which may negatively impact the owner, should the house be
required to be retained. Those properties form a “Special Limited” study category, which
has a lower level of heritage protection until further study has been completed. This study
will evaluate whether each house in this category should be moved to the Advanced
category or to the Limited category based on the site specific context.
Limited Category
The remaining buildings in the neighbourhood are not protected (“Limited” category).
The construction of new residential buildings on these properties, including detached
accessory dwellings (laneway or carriage houses), requires a HAP. These HAPs provide
the Director of Development Services the opportunity to review the design of new
buildings with the intent of ensuring all the new development, including infill, is
consistent with the existing heritage buildings and enhances the heritage character of the
neighbourhood.
Development Entitlement
The Heritage Conservation Area provides a layer of regulation in addition to the Zoning
Bylaw, which applies to all properties in the Area. All properties, protected or not,
continue to have the same density entitlement as other properties in the same zoning
district. If a Heritage Alteration Permit (HAP) is required for construction activity, that
permit governs design of the construction, not the density, number of units, height,
setbacks or other elements detailed in the Zoning Bylaw.
Comparison of Heritage Protection Levels
There are generally two levels of heritage protection in the City:
1) The Heritage Conservation Area, which applies in the Queen’s Park
Neighbourhood; and
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2) A Heritage Revitalization Agreement (HRA), which may be applied to an
individual property anywhere in the city. The HRA is the strongest kind of
protection, as it generally only allows changes for conservation purposes.
The table below provides a comparison between the provisions of the categories in the
Heritage Conservation Area and those typical to an HRA
Figure 1: Summary of the levels of protection achieved through the HCA and through Heritage Designation

HCA:
Limited Protection

HCA:
Advanced Protection

Heritage Designation
(HRA Requirement)

Is demolition allowed?

Yes

No

Could additional floor
space be added to the
building?
Is there design review for
the construction of a new
building?
What design guidelines
must be met?

Yes, anywhere, up
to the zoning
maximum.
Yes

It would be
considered: the
approval of demolition
would be conditional
based on an evaluation
of three factors: 1)
heritage value, 2)
development potential,
and 3) condition.
Yes, with permit for
design review, up to
the zoning maximum.
Yes

Is full restoration of the
building required?
Could a laneway or
carriage house be built on
the lot?
Could a secondary suite be
added to the house?
Is a Heritage Alteration
Permit required for
changes to the exterior of
the building?
Is a permit required for
regular maintenance like
re-roofing, re-painting, or
replacing rotted deck
boards?

No

Should meet the
guidelines included in
the “acceptable” or
“recommended”
categories of the HCA
Design Guidelines.
No

Yes

Yes

Yes

Yes

No

Yes, for changes to the
front, sides, or visible
roofline. Not required
for the back.
No

None.

No

No

Yes

Must meet guidelines
equivalent to the
“recommended”
category of the HCA
Design Guidelines.
Yes
It would be
considered, and could
require rezoning.
It would be
considered.
Yes, for all changes
anywhere on the
building.
Yes
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HCA:
Limited Protection

HCA:
Advanced Protection

Heritage Designation
(HRA Requirement)

Are there restrictions on a
building’s exterior paint
colour?
Could the windows and
doors be replaced?

No

No

Yes

Yes

Only if they are
beyond repair, and
they would have to be
replaced with replicas.

Could a porch or deck be
added to the building?

Yes

Is a Heritage Alteration
Permit required for
interior changes?
Is a Heritage Alteration
Permit required for
changes to landscaping?
Who issues the Heritage
Alteration Permit?

No

Yes, with a permit for
design review for
those windows/doors
on the front or sides of
the building.
Yes, with a permit for
design review for a
porch/deck added to
the front or sides of
the building.
No

Sometimes

No

No

Sometimes

Director of
Development
Services
No

Director of
Development
Services
No

Council

Yes, in most cases

No

No

Yes

No

Coming soon

Only if full heritage
conservation
(restoration) work is
undertaken.

Do permit applications
require community
review?
Do permit applications
require review by City
committees?
Does the property have
access to zoning incentives?

No

