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Executive Summary
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2022 and early 2023, and is an updatelwf 2018 ediion. The report explores the factors that

influence regionakcale office development and occuparscisionsand identifies challenges

and opportunities for office growth in Metro Vancou@itJrban Centredt identifies key issues

and trends affectingffice space to better inform government policigdthough the COVHR9

pandemic has had a significant impact and disruption on office occupancy matters, this report

looks beyond the pandemic to longer term implications and considerations.

Advancing Reginal Planning Goals

Actions to encourage office development in Urban Centres and areas well served by transit are
key elements othe Metro Vancouveregional growth strategy. Regional politiyects office
development and associateattivitiesto Urban Catres, aspromoting significant neveffice
developmentoutside of Urban Centre locations such as in suburban office parks can have
negative impacts on land use and transportation patterns for the region.

Office space accommodatgsowth of businesses aneémployment within the local community
and larger regionTheseaccommodationsin the form of officebuildings are built by
developers who respond to market signals such as demand and supply.

Focusing office development in Urban Centres benefits thenadtransportation system and
livability in a number of ways: by supporting the development of compett walkable
communities, reducing vehicle commutes and employee transportation costs, protecting lands
for other uses, complementing commercial amsidential landuses,and increasing the

vibrancy and success 0fK S NXrBah £ehe4.

Planning policy and market forces are partially aligri@fficetenants increasinglyesire

locations that arevell-served by rapid transit and urban amenitied)ile still in some cases
highway access and suburban sites @s® neededy other tenant typesTherehave been
significant new office development projects in downtown Vancouver, responding to the strong
tenant demand, especially lige growing number ofech companieshat need to be by urban
amenities to attract and retain talented worketdowever, office growth in many other Urban
Centres has been limited.

The report was informed through an investigation of the market and planning factors that
influence the location, type, and amount of office development and occupancy in Metro
Vancouver. Information about the office market and office development was gathered through
a review of relevant publicationspmpilationof a comprehensive inventory databasgoffice
buildingg, and indepth interviews with experienced industry participahtscluding major

office developers, and brokers, and municipal planning and economic development staff.

1 Note that this report and associated inventory statistics should replace previous reports, as the inventory has been further
refined with every subsequent edition.

2The preparation of the earlier edition dfis report was informed by other interviews at that time, including with office
tenants. Comments that are still relevant are retained in the updated edition of this report.
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Office Inventory Summary

Based on the comprehensive inventory paged by Metro Vancouver, at the end 2022,
there were 78 million sq ft of office space in the region located wittiB38 buildings with
10,000 sq for moreof office spacelndividualbuildings withless tharnl0,000 sq ft ohave
beenexcluded from thenventory, as they arehallenging to measure arlikely compriseonly
a small componentf the total inventory.Summary findings from the analysis of the office
building inventory data:

1 Approximately half (47% of buildings and 55% of fkymacé of the office inventory was
located in Vancouver/UBC, with other notable se@gions being Burnaby/New
Westminster &t 16%and 17%respectively, Surrey/White Rock (14&nd12%), and
Richmond (7%nd 6%).

1 Slightly over threequarters (77%) of the office inventpwaslocated on landsegionally
designated 'General Urban', whielne intended to accommodate a wide variety of land
uses. Of the balance, 20#&aslocatedon 'Mixed Employment' lands which can
accommodate various commercial usasd 3% o Yhdustriallands

1 Ofjustthe office inventoryin Urban Centres, 69% was locatedha Metro Core
(downtown Vancouver and the Broadway Corrig@§% in Regional City Centres, 9% in
Municipal Town Centres, and 6% in the Surrey Metro Ceiitre.balance, 28.million sq
ft, was not located in Urban Cengse

1 Most of theoffice inventory in the Metro Core and the Regional City Centres (90% and
79%, respectivelywyaswithin 800 metres ofapid transitstations, whereas 46% of the
office space in Municipal Town Centwgasnear rapid transit.

1 Relative to theFrequent Transit Network=TN, 51 million sq ft (65%) of office space was
located within 800 metres (Xhinute walk) of a rapid transit station, and 18.8 million sq
ft (24%)waslocated within 400 metres (minute walk of FTN busnly. The balance, 8.
million sq ft (11%) of office space, was located beyond the FTN service area.

9 Of the inventory not within Urban Centres (22.6 million sq ft), 21% was within 800
metres of rapid transit service and 46% was within 400resedf FTN busnly.

1 Of the total inventory,7.6 million sq ft (10%)asneither in an Urban Centre nor near
FTN transit (either bus or SkyTrain).

1 The 55 million sq ft of office space located in the 26 Urban Centres was distributed
predominately in theMetro Core with a total of 38 million sq ft or 69% of the total office
space in Urban Centres in the region. The next largest Urban Centres (at less than one
tenth the size) are Metrotown City Centre and Surrey City Centre at approximately 3
million sq ft eah, and Richmond City Centre at 2 million sq ft.

1 Theaverage amount of office spacetime sevenRegional City Centres was 1.3 million sq

ft each while theseventeenMunicipal Town Centres contain relatively limited amounts

of office space (6% oftheregz y Q& G201t 02X gAGK Fy | @SNF IS
1 Most office buildings (86%) are under 100,000 sq ft in sizé11% in the 100,000 to

250,000 sq ft range. There are very few buildings (43388) over 250,000 sq;8% of

buildings, repesenting 21% of the total flo@pace
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i1 Of the entire inventory, the averagaze is 58,000 sq ft and the median size is 31,000 sq
ft.

1 There is a gradual upward trend in the sizeofffce buildings overecentdecades, with
some years being skewed byeafvery large building completions.

Recent Office Development Growth

Officedevelopment is impacted primarilyy market demand. The office development process
(approvals, design, financing, marketing, permitting, construction, and occuparmdgigns

compkx and lengthy, and cannot always be fully completed within a single economic / market
cycle.Analysis of the newer building stock completed between 1990 and 2022, which totalled
41 million sq ftis summarized as follows:

1 Office building completion ratesnd distribution patterns vary considerably from year
to-year.

1 A large proportion of existing and newer office space is located in the Metro Core,
centred indowntown Vancouver, and at other locations with rapid transit service.
Smaller Urban Centres agenerally attracting only limited office development activity.

1 There was significant office developmdrgtween1990and2002. For the 2002012
period, development was considerably lowex¢ept for2009), with another cycle
peaking in 2015.

91 During the2003-2012 period, the completion of new office projects was considerably
lower. In years with higher levels of completion, a large proportion of that occurred in
the City of Vancouvemostlyin the form of large new buildings in the downtown core.

1 Non-Urban Centre development peaked in the 198009 period, while from 2014 to
2022 theproportion of office space development in Urban Centres and particularly
Metro Core increased.

1 63% of the newer office stock was built within Urban Centres (compared to otli¥tef
entire stock). The balance of office development was located outside of Urban Centres.

1 60% ofthe newerstockwas located within 800 metres of rapid transit stations, with 41%
located within the Metro Core (alith access to FTN transit). Of thewer inventory,
15.3 million sq ft or 37% was located outside of Urban Centres.

1 60% of newr office development was located within 800 metres of rapid transit, and
23% within 400 metres of FTN baisly. The balance, 17%vas located in areas not
accessibleo the FTN.

Market Trends

A variety of types of office buildings in diverse locatiaresrequired for different types of
officetenants. The region has relatively few large office tenaatg.Corporate headquarters)
and many smaller ones, which chaliges the development of nelargescale office buildings.
Althoughin the last few yearthere has been significant growth of teshctortenants.
Ultimately, businesses make individual decisions @ntsider thetrade-offs regarding
accommodation costs ahfeatures.
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Market Conditions and Developments

| Priorto the QVID19 pandemic starting in early 202the N5 3 Aoffigé Mharketwas
very strong with low vacancy rates and increasing lease rates, spurring considerable new
major office developments, espeadly in downtown Vancouver.

1 Therewassignificant growth in the tech sector, with large companies occupying large
blocks of office space arsgekingpremium accommodations and amenities foundhie
Metro Core

1 Although there are a number of large highofile office projects coming to market, there
are alsamanysmaller or midsized office buildings. These buildings serve local areas and
may be located throughout the regioand notnecessarily in Urban Centres or near
transit. Demand is limited in smatl&rban Centres with less accessibility and lower
levels of transit service.

1 More recently, due tahe COVIBEL9 pandemicand associatedapid growth in remote
working, the amount of office space needed, its utilizatiand design have been greatly
impacted. The longerm implications of this on office space demand are not yet kmow

TenantPreferences

1 Office tenants increasingly prioritize accessibility to rapid transit service and urban
amenities, and developers are responding accordingly, which israjeHfeom the more
suburban development patterns efrlier decades

1 Not all tenants wish to locate in Urban Centres, as some businesses prioritize highway
access or other features, including lower costs.

1 Some tenants may prefer an architecturally uniquel &nghprofile building; however,
these buildingsan beless efficient and coshore. Somebusinesses seek a high prestige
central business district office location (i.e. downtown Vancouver) and are able and
willing to pay a premium. Proximity to urban anities is strongly desired by tech
tenants such as Mt. Pleasait Vancouver

Trends

1 Therewassignificant growth in cavorking facilitiegrior to the pandemicnamely
WeWork and Regus / Spacésat provide spaces and services to a range of tenarggyp
responding to the desire for flexibility by businegexupants

1 There has beenmaapparent increasef strata development projects, rather than
conventional leaseental tenure. From a development perspective, strata values can
drive up residual lang@ricesto the point wherenon-strata / lease development is no
longer financially viablel'hat noted, the extent of strata development is limitehd
some of that space is ultimately leased

1 Therewas atrend towards open concept office desigmencourag collaboration and
achieve space efficiencidsue tothe COVIBL9 pandemicbeing a communicable disease
and the increase in remote working and online meetirtgsiredoffice space desigrere
changng.
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Key Considerationfor Office Development

Officemarket characteristicsuch agiemand rental rates preferencesscale design,and
development potential vary greatly by subarket. The strengths of the Metro Vancouver

regional economyparticularly relating to the office markeihclude a Wancouvefbrand that is
internationaly recognized, a boom in the tech sector with large American companies that are
locatingoperationsin Vancouver t@accesaninternationaland educatedvorkforcesubject to

/ Iy I ijinigrdtion policies, the region being a Iola and desirable place with many

amenities, and a strong education system that fosters tal€nallenges or weaknesseaslude

the high cost of housing and living, as well as high land and construction costs for development,
and long and uncertain devgdment approval processes that increase risk for projects.

The main office market of the region, the Metro Core, experelstrong office demand,
leading to increasing lease rates and spurring development of additional office siajckyin
the years leding up to the pandemicThis growthwaslargely driving by demanfilom
expanding tech companies, such as softwame animation that desiredlocations inthe Metro
Core to attract and retain talented employeeW®Vith the completion of soméuildingsthat
started before COVHD9I Y R (1 K S [ciinhie8inflderena the office market, the
number of new office development projects in the immedifieure is expected to be limited.

As the population, economic activjtgnd workforce grows in the outgrarts of the regiont is
expected thathe demand for office space in those areas will also grow. However, this may take
a long time, as small communities still have ladiscalein terms of population and economic
throughputand thus limited office demah Building new office space in a soiarket without
adequate demand may simply steal orloeate tenants from one part of that suinarket to

another, notactuallyattracting new tenants(i.e. zero-sum)

The best effort to attract tenants to outddrbanCentresnay be as a value propositi¢e.g.
lower rents, and offeringomeurban features / amenitigsat a location that is closer to a
segmentof the workforcg. However from a development perspective, construction costs are
high in all locationsAs sh, it is difficult to make projects financially viable in outer Urban
Centres that experiencew office rents Consequentlygdevelopers are concerned about being
‘forced' rather than 'encouraged' by municipalities to build office space in locationsneistk
demand which may led to longterm vacancies.

Future Consideration$or Officein Urban Centres

Based on the research and intervieeg, the report outlines various actions for consideration
by different parties to support office space in Urban CesitfEnese are organized intwo
partsin the finalsectionof the report: priority actions that can be acted on immediatedynd a
list for further exploration.

The issuesf concernmost consistently expressed by interviege and supported by research,

and which can be uhertaken in the shorter term withelativelyhighpotential of effectiveness
are:
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1 Development Approval ProcessStreamline the developmeneview / approval
process, reduce the uncertainties and risks, and manage munatipages / fes.

1 Land Use PlanningEncourage, but do not mandatmixeduseprojects with office
components rather, allow marketlemandto inform the supply of office development in
specific locations.

1 Zoning Definition- Allow general office uses, rather than owespecifid limiting types
of office business use3hiswould improvetenanting flexibility andlecreasdandlord
risk.

1 Tenant Permits Shorten and simplify the permitting process for basterior
improvements renovationsneeded when new office tenants occupy a premise and
operate a business.

1 Municipal Incentives Explore financial or regulatory incentives to encourage office
development and reduce policy and regulatory barriers

1 Research Undertake further relevant resarch and case studies / bgstactices /
innovationprofiles into topics such as integnaty office space into mixedseor multi-
useprojects,andalso identify where office componenisay or may not bevarranted.

Developers and tenants want to work withunicipalities to buildand occupyhew projects.
Generally, the private sector desires the flexibly to build the typefidde space that is in
demand, where warranted, and to allow forcreased developmerdensities to take advantage
2T Wa i NaasAmat@n, nahidipalitids want new projects advance economic goasd

the private sectoto help create spacefor jobsthat advance complete community objectives,
while alsoensuring that developmennatchesinfrastructure and amenitynvestments.

Municipalities in the region continue to make various efforts to attract office developrnment
their communities In some caseshese effortsmatch market forces, such asthe Metro Core
and surrounding areashere there isconsistent andgstrong deman, especially for tech tenants
that seek tolocatein areasrich with rapid transit and urban amenities. In other places, market
demand is spurring office development at SkyTetationlocations that are not necessarily in
Urban Centresin some locatiog however,municipalities are encouraging mixede
development with office space componemnt$ere developers state that there is limited office
marketdemand Where this occurs, some developers feel that this appraattbducesoffice
supply in the hops of generating demanthat may not materializend the space remains
vacant

Neverthelessas local populations and associated workforces grow, and srsaiéde Urban
Centres develop capacity and scale over tithe,opportunity forprovidingpopulation-serving
office spacewill increasan these locationsSubstantially, it is market forces rather than
government policies that produce office developmgmtioritizing growth totarget areas
requiresboth market demand and public sector investment.

Ultimately, office development is a large investment decision, with the main fadiensgland
values, construction costs, and lease rates. There is little that local goverananto to
significantly impact those factorsther items that municipalities ay have influence oveend
to beless impactful.

Office Development in Metro Vancouver: 2022 Inventory and Technical Repiort



Table of Contents

EXECULIVE SUMIMALY..... ittt e e e e e e e s s e e e e e e e e e e e e e annnennees Il.
0 0 [ 10T [ Td 1 T o SRR 1
REPOI PUIMPOSE. ...t e e e e amr s e e e e e e e enes 1
RESEAICN QUESTIONS .. ...uiiiiii ittt e e e e e et e e e e e e e ama s e e eeees 1
Regional Growth Strategy CONEXL........oooiiiiiiiiiii e 5
Stakeholder PEISPECHIVES........ccoo oo e e e e e e e 6
INTEIVIEW PartiCIPANIS......coiieiiiiiiie e e e e et emr e e e e e e e e e e e e e e ama s 7
2.0 Metro Vancouver Office CharariStiCS...........uuuviiiiiiiiiiiiiiiiiieee e 9
COVIDB19 Impacts and Return t0 OffiCe.........uvuiiie e 9
Y 0= Lot U (]2 (o o 1SR 11
Regional Office Market StatiStiCS.........uuuiiiii e eeeaeaaes 13
3.0 SubBRegional Profiles..........cccoooeiiiiii s 18
Locational DiStrDULION .......cooeiiiiiiie et e e e e e e e e e e e e e e e e e e e eeeeeeenenes 18
Profile of Specific SURegions / Urban CeNtres............cceieeeeiiiiiiiiimee e 19
Additional CONSIAEIALIONS..........ciiiiiiiiiiiiiiiiiiiere e e e e e e e e eme e nannaanae 22
4.0 OffiCe TENANT YPES. . .uuuueiieiiiiie e e e et et e st e et e e e e e e e e e e e e e e e e et et e et ettt e et e e eeeeeeeaeasesessrsnrannsnnnnes 24
TENANT PrOTIlE. ..o e e e e e e e e e e e e e e e e e e e e e ena s 24
COWOIKING SPACE..... e ceiiieiiiiiie e et me et e e e e e e e et s ae s as 27
Strata OffiCe TENMUIE.... .ottt e e e e e e e e e e e e e e e e e aaaeeeeeansannnnes 27
5.0 Office BUIIAING INVENTOIY.........cooiiiiiiiiiieeeeeeeeeeeeee e 29
Background on the 2022 OffiCe INVENTOLY.......ccooeiiiiii e 29
Office Inventory by SuliRegion and Regional Land Use Designation.................c......... 33
OffiCe BUIIAING SIZE... .o e e e e e e e e e e e e e e e emrannaenees 33
Office Building InventoryYear BUIlL............oooiiiiiiiiiiiiieecee e 35
Office Building Inventory Year Built DY LOCAtION...........cvvviiiiiiiiiiiieiiaieeieeeee s 38
Office Inventory Relative to Urban Centres and Transit ServiCe.............cccvvvevvvveenennns 39
Office Inventory Relative to Urban Centres...........ooooooiiiiiiiiiiie 40
Office Inventory Relative to Transit SEIVICE. ... 43
Newer Office Inventory Relative to Urban Centres and Transit Service....................... 46
6.0 Office Tenant ConSIAErations............ccoeviiiiiiiiiiei e eenennnnnanae 50
Overview of Tenant CoONSIAEIALIONS. .......oiiieiiieeeiiiis e e s e e e e e et e e e e e e emaa s e e e eeeeeeennns 51
(@1 Tod =3 Y g 11T o111 54
BUIIAING FRATUIES. ... e e e e e e e e e e e e ena s 55
Value of Locating in Urban Centres and Near Rapid Transit................cooooiiiciiiiiinnnns 56
Extent of Tenant Movement Between GeographiC Ar€as.............uuvevevurriiimneeeeeeeeeeeeens 57

Office Development in Metro Vancouver: 2022 Inventory and Technical Repiirt



7.0 Office Developer Considerations.........ccoeeeeeeeieeeieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaaeeeaenen ) 60

OVErVIEW Of CONBIEIALIONS. ... .uuuuiiiiiiiiiiiiiirime ettt anr s e e e e neaesd 60
Municipal APProvals and COSIS.........ciiiieiiiieiiiiii i e e et eam e e e e e e e e araa s 62
Mixed-Use, MulttUse, StandAlone ProjeCtS..........covvieiiiieiiiiie e e e e emn 64
DEVEIOPMENT RISKS......uuiii it e e e e e emie e e e e e e e et e e e e e e e eansaneeeeeennes 65
Landlord Tenanting DECISIONS. ......cieciiiieeiiiiie e cee e e e e e e e aer e e e e e e e eeaaa e e e eeaes 66
8.0 Office Development from the Municipal Perspeetiv............ccccvvviiieiiiiieeeeiiiiiiinnnd 67
Long Range Municipal PIans............ooooiiiiiiiiii e 68
Metro Vancouver Regional Government ROIE...........ccooviiiiiiiiiiiic e 69
9.0 Future Considerations for Office in Urban Centres.............oooevviiiieeiiiieeeeeeesiieee 70
e L0 1Y o1 1[0 T PP 70
Other Areas for EXPIOTation. ............. i et 72
AppeNndixX A: LISt Of INTEIVIEWEES..........oi ittt 77
Appendix B: Interview Discussion QUESHIQNS..........cceeeeeeeeeeeeiieieiieeeeeeeeeeeeeeeeeeeeeeveeeeeeeeeeennd 9
Appendix C: Corporate Headquarters and Major Office Emplayers........ccccccceevviiiiinnnnn 81
The Importance of Head OffiCEaS........oooi i 81
Metro Vancouver HeadquaHr AttHDULES ........ccooiiiiieieeeee e 83
Corporate Headquarters and EmpIoymMeNt...........ooovviiiiiiiiiiimiiiiiiieeeeee e 85
Office EMPIOYMENT GIrOWENL........uuiiiiiiiime e 38
Appendix D: The Evolution of EMPIOYMENL..........uuiiiiiiiiiiiiiiiiee e 90
Attracting Employees ¢ KS W2 | NJ.E2NIL.C.LL. Sy 0.0 i, 90
Flexibility-C N2 Y2 NQ2LJ I 0SaQ (2. .Wt.f.l.0Sa..0.2..2.2N.9
Real Estate as a ServieRise of Cavorking Operators.............ccevvvvvvuuiiieseeiiieieeeeeeeeeennns 92
Appendix E: Office SPace DESIGNL.........oooiiiiiiiiieeeeeeeeeeee ) 96
SPACE DESIGN TIENAS .. ..ttt e e e e e e et ee e e e e e e et e e e e e e eeaaaaameeeennes 96
Office Space pPer EMPIOYEE. .........uuiii e e e 100
Appendix F: Supemental Office Inventory Data Tables.............cccoevvviiieeiiiiiiiiiiiiii, 103

Office Development in Metro Vancouver: 2022 Inventory and Technical Report



10Lb¢wh5!' / ¢Lhb

1.1. wS L2 NI t dzN1J2 a4 S

The purpose of thiseport® is toexplore the factorand trendsthat influence office
development and occupanalecisionsn the Metro Vancouver regn, andidentify challenges
and opportunities for office potential in Urban Centr@$e report is informed through an
investigation of the market anpolicyfactors, as well as ongoing trends, which influence the
location, type, and amount of office dewgiment and occupancy in Metro Vancouver. This
research includedetailedanalysis of office building development patterns in the region over
the past century, and particularthe last few decadessupplemented with key informant
interviews and literaturgeview.

The report was prepared in late 202Rdearly 2023. Althougkhe COVIBL9 pandemichas had
a significant impact of office occupancy matters, this report ¢gdmyond the pandemic to
longer term implications and outcomes.

Actions hat encourageoffice developmentn Urban Centres and areagll-served by transit
are key elements of the regional growth strategy. While residential developmesrtian
Centreshas been robusin recent yearsoffice development has been limited primarily to
certainlocations. This repoitlentifiesareas for further exploration and opportunities for
Metro Vancouvermembermunicipalities, developersand other organizations to work
together to advance office development in Urban Centres.

1.2. wSaSI NOK vdzSaidArzya

Three mainmethodswere used in preparing this reparf) information about the office market
and theoffice development process was gathered through a review of relevant publicagidns
compilation of a comprehensive inventory database of office buildings ineag®rn and3) in-
depth interviews withkeyindustry participants, including major office investors, developers,
brokers, and municipal staff.

The following section addresses the state of the office market in Metro Vancquaery
considerations, officelevelopment and tenancy issues and trends, as well as possible actions
by the public and private sectors. These research questions are explored and answered in the
balance of the report.

1.21.2 KFadG FNB GKS NBIA2YyIf RANBOGAZ2Y A
f 20 GA2YK

Metro 2040,the regional growth strategyadopted in 201Xand updated asletro 2050,
directs office development tlrban Centres, continuing the direction established in past

3This report is an update of the earlier edition completed in 2018.
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regional plans. Focusing office developmenilik S NJrBan £efré€senefits the regional
transportation system and livability in a number of walgg encouragng transit usage and
reducing vehicle commutesmployee transportationcostsand associated greenhouse gas
emissionspomplemening commercial and residerdl landuses increasngthe vibrancy
livability,and success of Urban Centrasd protectnglands for other uses such as industrial
Somepopulationbasedocal serving office tenants located outside of Urban Cerdresalso
consideredappropriateto serve the needs ddrearesidents

Planning policy and market forces are partialhd increasinglgligned. The markeends to
respond tolocations that are well served by rapid transit and urban amenities, whileatile
tenantsneedhighway acceswith amplevehicleparking. In the past, access to highwayas a
priority for many office tenants, and office developers built accordintgbwever, ncreasingly
office tenants recognize the benefits to their businesses and employees of being located nea
transit (particularly rapid transit stations) and amenitiesi K S NJBrBah £eifBa
Specifically, ongoing market trends include:

1 TheMetro Core (downtown Vancouver and Broadway Corrigaperiened significant
growth in new supply of large ofduildingswith strong demandespecially from tech
sectortenants

1 In other Urban Centres, the supply of new office space is limited or yaries

1 Some apid transit station locationsutside of Urban Centreare attracting office
developmentand tenants as they can offer the transit accessibility of an Urban Centre, but
at lower costs

1 Reflecting market demand, there are few neffice parksn the regionoutside of Urban
Centresn locationsthat have poor transit servicand limited amenitiesand

1 Evohing gowth of new forms of office tenure, specifically strata areworking

While rapid transit station accessibility is increasingly desiradideyalueof transitis not
universal Adjacency to a rapid transit station (i.e. SkyTraibgiseficial but those rapid transit
station locations alone do natlwaysprovide a mix of supporting land uses ahe presence of
urban amenitiesFurthermore the connectivity of transportatiorsystemss bdter within a
network,than at the ends or edges the network. Urban Centre canoffer the full range of
functions and amenities that staralone transit station locations may not provide

1.22.2 KFad FNB 0KS o0SySTada 2F t20FGAy3

As stated irthe regional growth strategyUrbanCen8d | N8 Ay iSyRSR (2 068
points for concentrated growth and transit service, and priority locations for employment,

higher density housing, commercial, cultural, entertainment, institutional, @ncduses.The
regional growth strategidentifies 26 Urban Centres of varying scale, distributed throughout

the region.

By locating office space and associated employment in Urban Centres, a number of benefits can
be achieved, including:

1 Improve access and use of public transit
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1 Reduce reliancef vehicle use for commuting artlusless congestioandgreenhouse gas
emissions

1 Redue transportation costs for workers;

1 Complement surrounding retail, residential, and institutional yses

1 Improve access to various amenities for office workers, suehmnessshops and services

1 Support workforce attraction and retention

1 Contributeto surrounding businessdsy locating additional employees in the immediate
areg

1 Contribute to the general vibrangyivability,and success of Urban Centresd

1 Support thedevelopment of complete communities

1.23.2 KIFd FNE GKS LINRPofSYya gAGK f20F0Ay3
/| Sy i NB3iK

Despite longstanding regional policy to direct office growth to Urban Centres, the market

pattern during the 1990s was defined by significaetwoffice development in suburban office

parks outside of Urban Centre&lthough that trend has since changeldat pattern andthose
older buildings remain.

Typicallytheseoffice parksarelocated in areas far from transit servicesdhave a much

higher proportion of employees who drive to work. This dispersed pattern is challenging from a
regional perspective foseveralreasons, particularly to provide an efficient transportation
system.Secondlymore driving means morteaffic congestion and maleeit difficult to meet

0 KS NXBimateaytiosandgreenhouse gas emission reduction targdtsirdly, the

creation of office parksamel G G KS SELISy&aS 27F (K SoftedBultbre y Qa f A
land that was once used or designated for inia$ purposes. Finally, locating jobs and

activitiesin office parkcanK I YLISNJ 0 KS INRgOK 2F (KS NBIA2Y QA
need all types of activities to thrive, with employment contributing to their vibrancy and

success. For employees, bgim an Urban Centre &ésopreferable to working in an office park,

in terms of both the amenities and transportation optioi@ifice tenants are increasingly
selectingdesirableurban locations irorderto attract and retain a talented workforge

especally notable for the tech sector

How are office market trends evolving?

The Metro Vancouver office market is diversegmentedand represents a variety of regional
locations and different tenant needs. Office development occurs at different types didnsa
ranging from the Metro Core to other Regional City Centres, Municipal Town Centres, rapid
transit stations, and elsewhere.

Officetenantsand employeesncreasingly prefer transiccessible locationsamelyrapid
transit stations(i.e. SkyTrain)that demand is demonstratetthroughconsistentiylower
vacancies and higher renés those locationsResponding to the strongffice demandbefore
the COVIBL9 pandemica number ofmajor office developmentaere recently completed and
areunderway in @wntown Vancouverandin someother growing centres
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Downtown Vancouverpther Urban CentresSkyTrain stations, arglito-oriented office parks
all continue to serve different types blisiness needs amffice markets. However, there is an
overalland growingtrend towardsnew developmentdocatingnearii K S  NB@Wany Q a
stations, which filan important need in the office market.

Despite development activity indicating that tranaitcessible locations are increasingly in
demand,there existsoffice parks outside of Urban Centrémat arepoorly connected to the

transit systemAlthough there has been limited office park development in the past decade,
theselocations can offer larger sites, which allow fow rise buildings with lager floorpldes,

better access to the highway network with ample parking, and other features desired by certain
types of tenants.

Pastoffice desigs strivingfor increased efficiencies in terms of reduced space per waker
shared work spaces are being reconsetedue to infection spreading concerassociated with
the pandemic These changsgn utilization rateswill have transportation impacts in terms of
the amount of required parking, transit demand, and building desagrwell as othe amount
and typeof onsite amenities.
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The regional growth strateggquires municipalities to prepare Regional Context Statements

identifying how local plans will direct office development to Urléentresand support the

regionalemploymenttargets Through Official Community Plafms equivalents)localarea

plans, zoningpylawsand other policies, and as the local approving authority, municipalities can

advanceand supporthis important objective. Supplementing market trendspunicipalpolicies

canencourageoffice development proposalsithin anddiscourageprojects in locations

outside of Urban Centregdditionally, tosupportoffice development in desired locations,

municipalities can explerreducing barriers anithcent investmenthroughtools suchas:pre-

zoning land for office usend density expediting the development applicatiand permitting

processintrodudngregulatoryand financiaincentives and other possible mean&nancial

and otherwise appropriate for local circumstances.

Beyond land use plans and tools, governments at all levels can provide signals to the market
about appropriate locations for offic@vestment Providing transportation and other
infrastructure at theright locations to support Urban Centre development is importanthe

health and vibrancy of the regional economy and communitissinesses want
accommodationghat best meet their needs in terms of location, accessibility, facilities, design,
amenities, costs, and othefieatures By improving the transit service, urban amenities, and
infrastructure offeringsn Urban Centres, these locationanbecome more attractive to office
developers anafficetenants as locations for investmenid those landsan also be very
expensive, which is a major aspect of project viabibgcisions byublicagenciesincluding

the location of educational medical institutionsand other governmenoffice facilities in Urban
Centres camlsospur furthermarket anddevelopment interest.

Office Development in Metro Vancouver: 2022 Inventory and Technical Report
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The Metro Vancouvetegion is forecast to grow by approximately one million residents and
pnnnnn 22064 0SG6SSYy Hanum YR Hapm®d ¢2 LINRGSO
jobs, the regionafirowth strategy establishes regional land use designations and ovénktys

the member municipalities must consider and advance through local planfimgUrban

Containment Boundary limits encroachment into lamegionallydesignated as 'Agricultural’,

'Rural’, and 'Conservation & Recreation'. The ‘Industrial' and 'Employment’ designations protect

lands for industrial and employment uses. Office and commercial useshaceiraged to locate

in Urban Centres and Frequent Transit Development A(E&aBA)generally located on lands
regionallydesignated 'General Urbgnivhich allows for a variety of uses

wSTFESOGAY3a O2yiGAYydzAy3d LIRLIMz I §A2yS SYLX 28YSyidsxz
limited land base, focusing and densifying development in Urbautr€eis an important

element of the regional growth strategy. To build vibrant and livable communities, the regional
ANRPgUK aGNFXrGS3eQa {GNFGS3e monw AyOfdzRSa aLISOA
for the land use and transportation ctecteristics of Urban Centres afkd DAsThere are

identified three different types of Urban Centres: Metro Core, Regional City Centres, and

Municipal Town Centres.

The 26 Urban Centres identified in the regional growth strategy are intended as priority
locations fortransit-oriented employment and services, higher density housing, commercial,
cultural, entertainment, institutional, and mixegses.Urban Centres are intended to
emphasize placenaking,with enriched public realm, where transit, cyclingdamalking are the
preferred modes of transportatiorOrienting growth and development in this way helps to:

1 Support an efficient land use pattern and transportation network

1 Protect natural areas, agricultural and industrial labg focusing growth in lnan areas;
1 Provide jobs closer to where people live;
1

Create complete communities that are accessible, promote transit, walking and cycling,
provide access to a range of housing options, employment, social and cultural
opportunities, parks, greenways anelcreational opportunities, and promote healthy living;
and

1 Expand the opportunities for transit, multipleccupancy vehicles, cycling and walking,
reduce expenditure on transportation, energy use, and greenhouse gas emissions, and
improve air quality.

Fa reference Map1.1shows the locations of Urban Centres as well as the Frequent Transit
Network (rail and bus) (FTN) in the region.

As an important part of the regional growth strategy, 50% of all employmgeowth

(forecasted to bes00,000jobs betweern2021 and 2051is to bedirected to Urban Centres,

with different Urban Centres anticipated to grow at different rates, plus 27% of growth located
in FTDAs
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Map 1.1: Regional Growth Strategy Urban Centres and Frequent Transit Network
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There are a number of different public and private sector stakeholteisinfluenceoffice
developmentpatternsin the region. These groups have different interests and priorities.
Government agencies amdunicipalplans can guide the market andiméorce the benefits of
locating office development anemploymentin Urban Centreswith policiesreinforcing
positivemarket trends.

Metro Vancouvey as the regional government, implements the regional growth strategy so
that the longterm projectedgrowth is managediands are used efficienthand employment
opportunities aredistributed appropriately throughout the region, reflecting investments in
transportationnetworks infrastructure,andkeycentres. This goalsomeans encouraging
office devel@ment inlocations thatsupporttransit usage, coordinatg with other agencies
andinitiatives with complementary landises amenities and facilitiesvhere infrastructure can
best support high job densitylhis development patteralsohelps support a posperous and
growing economy with officdased employment as an integral part of the functioning of the
larger overall economyMetro Vancouver has other complementary strategies, such as
protecting and intensifying industrial lands, increasing affordiolesing supporting
sustainabldransportation choicesand attracting and growing economic and employment
activity.
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TransLinkprovides regional transportation services, including transit serbite lanesand
pedestrian facilitiesand in conjunctiorwith municipalities is responsible for the Major Road
Network. Transit service supports commuting workers, while the Major Road Network is
needed forregionalpeople and goods movement. Transln& Ay @dSadYSyid | yR
transportation strategieslsosupport office development in Urban Centres because these
areasprovide higher concentrations of riders andn be more effectively served by tranard
more readily accessed by walking and cyclasgompared to other locations.

Municipalitieswish to atract high-quality development to their communities and are the
approving authority for office development projects. From a municipal perspective, office
development offers employment opportunities for the resident workforce anaperty
taxation revenuesand supports thed 2 Y Y dzycaninmirdia vibrangyespecially in Urban
Centres

Provincial and Federal GovernmerisR @ y OS 3+ iS¢l & 202S00GAQBSa
transportation system supporting provincial and national economic and tiateeests,and

invest inmajor infrastructure including rapid transiines These senior levels of government
also encourage and benefit from economic growth throteghrevenue and employment
levels.Additionally governmentepartments andagencies arenajoremployersandtenants.

Office tenantsneed space that is functional and affordafleterms of size and shape, location,
accessand other attributes Office tenants balance their location preferences and building
needs, along with workforce retention and recmignt issuespperational needs, anfinancial
considerations.

Office developersvant to build projects that arsuccessfulprofitable, havemanageableisks,
are desirable byoffice tenants, and readily absorbed by the market. Vialmestments
necesdiate balancing thelevelopmentcosts and revenues of the project, including land and
construction cost, with land uses, building designs, market demand, and rent levels.
Developers want t@ptimizethe potential ofa site, such as leasab$pace while atieving a
reasonable project schedule, approval requirements, and expectations of office tenants.

15. LYUSNWASSEG t I NOAOALI yia

Major office developers, commercial brokers, and municipal planning and economic

development staff were interviewed to learn about M2tr + | y O2 dzOS NX)gee 2 F TA OS Y

Appendix A for a list of intervieweedjhe objective was to gain insiglatbout thechanging
nature of the Metro Vancouver office market and sonarkets, location preferences, and the
criteria and decisiommaking processof selecting office locations and developing office space.
24 interviews involving 48 intervieweesyere conductedetweenmid-Septemberand mid
November 2022 Discussion questions were sent to the interviewees in advance of the
meetings (see AppendixfBr a list ofthe questions).

4 Note: Thepreparation of the earlier edition of this report was informed by other interviews at that time, including with office
tenants. Comments that are still relevant are retained in the updated edition of this report.
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The developers and brokers interviewed had significant experibaddingor leasing large
scale office projects in the regipwhile nunicipal staff provided additional perspectives. There
werethree different groups of iterviewees:

1 Office developers / landlords experience both in downtown Vancouver and markiets
other parts of Metro Vancouveas well as in other North American cities.

1 Office brokers- extensive knowledge of the office market with specialized knowdeafy
aSUNR = yO2 dzg Sndikess. Tiedzfokeds pdbvisled & dnique perspegtive
being knowledgeable about the needshaith the developer and tenanges well as
changes over time.

1 Municipal staff- provided thelocal governmenperspectivg(both panning and
economic) outlining their role in the process of attracting investment and development
to their communities andhe trends being seefrom localbusinesses and developers.
They also provided insight on the experience of pediand tools to @courageand
retain office tenancy and the developmenapprovalsprocess

Office Development in Metro Vancouver: 2022 Inventory and Technical Refort
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Compared to othetargeNorth American markets, Metro Vancouver has fewer haatter
companiesand has many smallesizedoffice tenants.The Metro Vancouver market has a range
of different businesssectors, which ishealthy and beneficisdhouldone sector experienca
decline.In the past, he resource sectore(g.forestry, mining, energy) drovauch ofthe office
growth in the Vancouveoffice market and supporting services such as accounting, finance, and
legal firms More recentlythere has been significant growth in the teséctor as a major office
tenant type.However trends seen irthe office market, labour force, and general ecomy

have beersignificantlydisrupted by the COVHDI pandemic.

21./ h+zme YLI Od&a FyR wSGdz2NYy G2 hF¥FFAO

The COVIR9 pandemic upended the office market and business accommodation decisions.
Starting in early 2020 and lasting for a varied period, n@fige-basedemployees were
workingfrom home rather than at the office. While some stakeholders and employers never
0St ASOSR Wi ké&adlinebihen s pardamidstute® thany employemstinue to
want flexibility andthe ability to work at homeat leastpart time.

The opinions and facts about the impacts and implications, depth and durability, of the
pandemicexperiencerange widely, from those who believe work can be effectively completed

remotely, saving employees a daily commate reducing ggenhouse gas emissiorns others

who believeit has reconfirmed the need for4person interactiongand team collaboratiomt

the office. Some recogrézhe nuance of the matter, noting that different types of employees

have different roles and completeafterent tasks, thus the optimum work space design and
locationshouldvary by function. There is widespread agreement that some level of increased

flexibility with working at home andt the office willbe alongi SNY NB adz G FNRY (KS
forced andsudden experiment of remote working.

COVIBL9 accelerated many prexisting trends such as usereimote technology andlexible
workingarrangement some of which have long been discussed but not materialized, like tele
working and paperless offices.itWthe proper technology antigh speed interngtremote

work can beeasilyaccommodatedAs theimpacts of the pandemiccarry on, the full-scale

return to the office has been much delayed.

To attract employeedackto the office, many employers commeaat with gentle

encouragements beforapplyingfirmer requirementsfor in-person work Such incentives are
RSAONAOGSR a | gle (2 W6ilehyofitandrk pac¥andzi SQ 2F S
associated building amenities and locational attributes musatequately desirable and

appeaingto induce employees from their home to the office. The belief is that employees will
increasingly want to come to the office when they feel it is needed and valued.

This has spurrethanylandlords to upgraden-site amenities of existing buildings, and

incorporate such design featuresd amenities such as rooftop patios, bike parking and end of
ONALI FFEOAEAGASAET R23 WolNJAYy3a f204Q im® NI SYLX 2
new buildingsThis has resudid in redesigns of somafice spaces, varying sjtuation,
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includingadapting open space layouts to provide more collaboration graag converting

some workstations to enclosed offices. Additionally, more common areas and meeting rooms
are being providd, including lounges and lunch rooms. Reflecting the need for sradirgon
meetings and larger ehine conferencetype meetings, this can entail replacing large
boardrooms with smaller team meeting roonapng withW |j dzbdng fr individuals to tak
calls.

As one interviewe@oted, it has taken two to three years tdjust andreact to the COVH29

LI YRSYAOZ YR Al YIFe& (F 1S yetdsinianylyearsfoufyd G2 Wdzy
understand and appreciate tHengterm implications and regmses. This is in part because

real estate and accommodation investments take a long time to decide and implehhent.

much office spaceer worker will ultimately beneededis the outstanding questiarit will take

time to discerntheseimpacts on busineses accommodations and office development.

While some employees believe they could work from anywhere thanks to online technology,
some employers note that such remote flexibility could allow them to hire anyone, including
workers in lower wage jurisdictinsin other parts of the worldSuch pressures and tensions for
employers wanting employees back at the office versus employees wanting continued
flexibility, mayadjustdepending on theeconomic andabour market conditions, as well as the
needs of the enployer, role of the employee, push for accountability, cost management, home
office working arrangements, and employee commute times, which may all impact the
propensity to return to theoffice.

With employeesontinuing to be part time at theffice,the questionarisesof how efficient

office space coulbde. Truly optimized space allocation would entail employees having
unassigned workstations, and only using shared desks / offices when they are in thei@fice
WK2GSt Ay 3Qs. IaNjhift&epérceRt&a 4f amplay@as are not at the office on any
given day, then the number oforkstationsand amount of office space required could be
significantly reduced. However, that would require desk sharing (odkeking or hoteling). In
some cass, to meet a balance of incentives and space allocation, employees are provided
dedicated workstationslesksif they are in the office at least a certain number of days per week
(often three), while employees who do not come in as frequently are onlyigeedwvith shared
hot-desks as needed (with an office lockerstorefor their belongings).

It should also be recognized that not everyone may retMeomea suitableoffice arrangement

or setupfor professional meetingsSome businesses believepgarsa work is best for

collaborative and creative activities, along with mentoring, training, and leadership experiences
and corporate culture, while other businesses recognize that for some standartihetasks
working at home may be just as effective aeduce corporate accommodation costs. The
solution varies by sector, business, and worker.

Although there are different work tasks and different ways to define and measure productivity
(especially creativityxhe benefits of physical proximity for busisses and employeéds

creativity and collaborationthrough urbaneconomiesand agglomeration, have been in place
many yearshavegrown overtime, and are not expected to disappear.
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Professional services and tech sectors were amongst the strongesbymght sectors during
COVIELY, and given the availality of homeand portable (laptopromputers, high speed
internet, and online meetingechnologyis alsodriving the trend to remote work

22.{ LI OS ! GAtATLLGAZY

It isrecognized that duringnd since thédeginning of theCOVIBL9 pandemicoffice spacéhas

been typicallysignificantly underutilized. Although the vacancy rates indicate how rspabe

is leased, the measures of occupancy or utilization are limited or vary. Simple observations and
the volumeof space on the suliease market indicate that the amount of underutilized or

unused office spacis considerable.

There are some ways to measure actual utilization levels. For example, landlords may have
various building measures, from parking stalls, eatdr lifts, door openings, security passes,
etc. In many cases those monitdrsensors were added durirtge pandemig thus the baseline
data needed to compare current utilization rates with f2©VIBL9 rates does not exist.

During the initialturbulent period ofthe pandemi¢ many business tenants deferred
accommodation decisiondlany later discoveredhat by delaying decisionshe easiest option
was to renew existing leases, rather than trying to relocatdownsizewith limited time
available In existing buildings, most leases continued to be reneweeeh if the space is
underutilized although tenantsaretending totake more time to review and consider space
needs rather than automatically renewing enants during such times of uncertaiggrerally
seekflexibility and space that does not require onerous lease commitments.

However, as thémpactsof the pandemiaontinue and the ability fosomestaff to work
remotelyincreasessome businesses may be looking more closely at their officeespeeds
and accommodation costs. Yet even if working from home is an option, a hybrid work
arrangement and a business workforce requisesneoffice space for igperson activities.

Market Trends

Prior to the COVH29 pandemic, the Metro Vancouver offiecearket was strong, with very low
vacancy rates in the order of 2%. This included both the Vancouver Central Business District
(CBD) and surrounding areas, as well as the suburban markets that experienced considerable
declines in vacancy rates over the peding years. For the City of Vancouver market, the
vacancy rate stayed low despite significant new office supply added. With the impacts of
COVIEL9 starting in early 2020, along with new office buildings coming to market, the vacancy
rate increased to abat 6-7% by the end of 202@lthough notably the vacancy rate was higher

in the Vancouver core and lower in the suburban markets)

Most market participants view a vacancy rate in the order of 8% as being balanced and healthy,
providing reasonable optiorend flexibility for both landlords and tenants. Furthermore, much

of the new office space being built is already leased, through agreements that were arranged
pre-pandemic although not all necessarily occupied.
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While all parties are aware of the divergdrends, such as greater working from home yet also
increased space per person at the office, and the different sectors facing different issues and
trends, the views about actual office utilization rates (as opposed to lease rates) are less bound
by data Rather, utilization rates are estimated based on observatwiimited available data
measures, and the future rates are a combinatiomes$t guesseandestimates

For the most part, it appears that major tenants continue to lease their space) btiand by
longterm lease agreements, but are increasingly exploringleabe options to vacate unused
space. This includes sorheand-new office buildings, with space that has never been occupied.
In other sectors, businesses maintain their space witheéxpectation that it will be needed in
the mediumterm future as more employees return to the office and their workforce grows.

While current market changes may mean some reductions in office space needs, there are
optimistic expectations that with aaventual return to a version of psgandemicconditions
andlongterm growth in the workforce, including the recognized need to collaborajgeirson,
the outlook for office space demand is still positive.

h@SNIff>X Fa 2yS LI NI AORILF IS¢ A AR ZG kS KISABRIAY §y2(
substantially the same. No companiggpear to be headetb zero officepresence as they still
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minimize the impacts of disrdipns on their operations. Rather, COVIPmay only effect
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Rents and Sulbeases

It is expected by somaterviewees that the evident tech market slowdown in late 2022 will
result in a &t leasta slight) downward pressure on office market rents. Noting that the face
rent rates may still be about the same, but larger inducements and better terms for tenants
reduce actual / effective rents. There has also been general inflation over the past few years,
yet rents are relatively flat, thus the reabsthas declined. Aside from base rent, operating
costs comprising building maintenance and property taxes amgtigiaid by the tenant.
(Interestingly, the covenants by tenants and landlords varyaead¢hangingg now in some

cases the tenants are stronger businesses than the landlords)

In terms of sudeasing of space, the process is unique, building specifiman

straightforward. Often, if the remaining lease duration is less than two years, the head tenant
will not bother with a subdease process. Or the tenant may negotiate an early termination with
the landlord, with a penalty paid. Often, for space trsasubleased for a short duration there

is also an agreement with the landlord for the new tenant to remain in place when the initial
headlease expiresdefaulting on lease payments is very rare. The types of tenants that take
shortterm sublease spacera those that are more flexible or seeking a lower cmstion, such

as startup companies and tenants needing swing / temporary space.

Also an important consideration and limitation is that it is difficult to fully optimize space,
because of consideratns like floorplates, access, common areas, layaits, whichimpede
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the efficientdemising ofareas. This is proportionally more of a challenge for smaller spaces
than larger ones.

Office Supply

Many new office buildings and much office space is corangarket, although most

(estimated by some interviewees at 80%) is-j@@sed or presold before construction

completion. This new supply is associated with thedad of the current building cycle.

However, in some cases, these new tenants are attémgytio sublease their space even

before it is occupied. This includes some big tech firms, which are giving back space and putting
pause on new space. Also, mughey spacgexists; space that is unused and available, but not
actively marketed, which isard to quantify.

For businesses that are occupying underutilized space, they may eventually give some back
over the next few years, as their leases expire. Thidesi toan increase in supply, requiring a
longer period for the space to be (re)absodiley the market. The result is that new buildings
may take longer to be fully occupied and utilized, as compared to typiaekets andbuilding
completions.

Furthermore, developers that are contemplating new office buildings will likely push back
constuction schedules by a few years to better align with forecasted future market conditions.
The questiorthis raises isf in the comingyears (i.e. 2025 / 2026here will be a shortage of
space if most development projects are put on hold now. Baseceparted vacancy rates,
according to some optimistic participants (more so brokers than developers), market
fundamentals warrant more supply, however that does not consider utilization rates or other
risks.In downtown Vancouveifor example the projects &eady underway are proceeding;
developers are not stopping, although maybe slonwenguture ones

Office Demand

Good office space is still in demamimodern buildings, witimice amenities, functional units,
attractive designs, andt central locatiors. For hybrid work arrangements, employers need to
offer a good or great location and space to attract employees to commute to work, and often
combine it with other activities on the same dayd.lunchout, shopping, dinner, events,
concert or sportsgame).

Most leaders want their staff back in the office, but not all of their employees want to return.

l'a KIa 0SSy alFARY WDNBIG O2YLI yASa dzaS 3INBIL
companies are providing employees incentives and inducesi® come back to the office,
includingattractive working spaces.

23. wSIAA2Yy It hFFAOS al NJSG {dFradAradAr

According taColliers market reportas of the end of 2022, the total inventory of market office
space in the Metro Vancouver region was 76 milliontSd\fote that the market inventory as
tracked by brokerage firms excludes some smaller buildings anemaoket buildings such as

5 Colliers, Vancouver Office Markgeport, 2022 Q4
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government / institutional offices, which were included in the Metro Vancouver inventory, as
explained in subsequent sections.

As of late 2022, Vancouver was still experiencing an office construction boom, having
completed 1.4 milliorsq ftof new space in 2022, with further 6.1 millisqg ftactively under
construction across theegion® Note that much of this construction aeity commenced before
the pandemic. Meanwhile, the tech sector which had driven demand for large blocks of office
space in and around downtown Vancouver slowed in terms of employment levels and leasing
activity.

Table 2.1shows the number of office buildgs and amount of office floor space tracked by
Colliers for the Metro Vancouver region as of the end of 20PRis data shows that the
Vancouver downtown (including Gastown, Railtown, and Yaletown) is the dominant office
centreof the region, with abouB1% to the total number of office buildings and 44% of total
amount of office space. These numbers reflect the fact that office buildings in the central
business district (CBD) are notably larger than in other parts of the region. Adding the other
Vancouer subareas (Broadway CorriddPeriphery), the City of Vancouver in total has 46
million sq ft of market office space, or about 60% of the regional fotal.

The next largest market is Burnaby, with approximately 11.4 million sq ft or 15% of the regional
total, followed by Surrey at 6.5 million sq ft (9%), and Richmond at 4.3 million sq ft (6%). The
other submarkets in the region are relatively small. Over time this may change, reflecting
evolving development and employment patterns in the region.

Table2.1: Metro Vancouver Office Market Inventory by Stlegion (2022 Q4)

#of Office Spact Buildings-% ¢ Sq Ft - % ¢ Avg Building

Geography Buildings Sq F Regional Tots Regional Tots  Size Sq F

Vancouver Downtown Core 194 28,956,943 21.5% 37.9% 149,263
Vancouver Gastown / Railtown 50 2,723,951 5.5% 3.6% 54,479
Vancouver Yaletown 36 1,739,320 4.0% 2.3% 48,314
Vancouver Broadway Corridor 128 8,520,305 14.2% 11.2% 66,565
Vancouver Periphery 60 4,301,301 6.6% 5.6% 71,688
Vancouver Sub-Total 468 46,241,820 51.8% 60.6% 98,807

Burnaby 124 11,453,012 13.7% 15.0% 92,363
Surrey 99 6,543,345 11.0% 8.6% 66,094
Richmond 65 4,321,278 7.2% 5.7% 66,481
North Van 60 2,769,556 6.6% 3.6% 46,159
New West 34 2,227,165 3.8% 2.9% 65,505
Langley 40 2,098,385 4.4% 2.7% 52,460
Tri-Cities 13 680,069 1.4% 0.9% 52,313
Other Areas Sub-Total 435 30,092,810 48.2% 39.4% 69,179
Regional Total 903 76,334,630 100.0% 100.0% 84,534

Source: Collierdarket Report Metro Vancouveg2022 Q4

6 Colliers, Vancouver Office Markeeport, 2022 Q4
7 Colliers, Vancouver Office Mark@eport, 2022 Q4
8 Colliers, Vancouver Office Mark@eport, 2022 Q4
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According to Colliershe overall average vacancy rate for the region at the enQ42022 was
5.9%. Downtown Vancouver hachigher vacancy rate (8.4%), while other parts of the region

had lower vacancy rates (average 4.3%), reflecting some declines in office demand by the tech
sector in Vancouver and growth in demand by other sectors in the suburban markets. The
building vacacy rate as well as space utilization rates have been greatly impacted by the
pandemic, workfrom-home trends, and tech employment levels.

Office rental rates are highest in downtown Vancouver, with an average asking rent rate of
about $40 per sq ft, andver $50 forClassAAA space. Rent rates in other markets are
considerably lower, in the range of $30 per sq ft. Typically, building operations,
maintenance, and property taxes represent an extra68% of accommodation costs for
tenants in addition tanet rents.

As for the class of office buildings (a function of the quality and location of the

accommodations) in the region, approximately 78% are Class A and B (average quality). Only 8%

of buildings are Class AAA (top quality), 15 of 22 of whicloasted in downtown Vancouver.

Rents for different classes and locations of office space vary accordhegiiable 2.%or a

adzYYFNE 2F GKS NB3IA2YyQa 2FFAOS AyOSyGa2NER o6& o

9 Colliers, Vancouver Office Mark@eport, 2022 Q4
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Table 2.2 Metro Vancouver Office Market Inventory by BuildingaSk (2022 Q4)

# of Avg Buildin¢ Total # Building
Geography Class Buildings Space SqFt  Size / Sq Ft
Vancouver AAA 15 4,609,156 307,277
A 118 16,811,728 142,472
B 188 17,600,027 93,617 468
C 147 7,220,909 49,122 46,241,820
Burnaby AAA 0
A 57 7,385,118 129,563
B 53 3,524,313 66,496 124
C 14 543,581 38,827 11,453,012
Tri-Cities AAA 0
A 6 362,184 60,364
B 3 121,024 40,341 13
C 4 196,861 49,215 680,069
Langley AAA -
A 19 1,204,632 63,402
B 16 712,565 44,535 40
C 5 181,188 36,238 2,098,385
New West AAA 0
A 9 954,408 106,045
B 13 795,659 61,205 34
C 12 477,098 39,758 2,227,165
North Van AAA 0
A 27 1,304,636 48,320
B 25 1,252,063 50,083 60
C 8 212,857 26,607 2,769,556
Richmond AAA 0
A 28 2,312,327 82,583
B 28 1,564,500 55,875 65
C 9 444,451 49,383 4,321,278
Surrey AAA 7 1,698,980 242,711
A 32 2,072,913 64,779
B 38 1,713,903 45,103 99
C 22 1,057,549 48,070 6,543,345
Regional Total AAA 22 6,308,136 286,733 8.3%
A 296 32,407,946 109,486 42.5%
B 364 27,284,054 74,956 35.7%
C 221 10,334,494 46,762 13.5%
Total 903 76,334,630 84,534 100.0%

Source: Colliertarket Report Metro Vancouveg2022 Q4

Office vacancy rates in Metro Vancouwdeclinedover the 2015 to 2019 period due to market
demand growth andpurrednew building supply, however vacancy rates increased starting i
2020 due in part to the pandemias seen itChart2.1. In 2020 and 2021 there was significant
negative absorption levels.

As the downtown market vacancy rate continues to increase and moréesisie space comes

to market, rents are not expected to riseand this provides additionahoicesfor tenants who
maywant to move or expand in the downtown Vancouver core. Meanwhile, the vacancy rates
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in other submarkets, which are much smaller, are declining, providing relatively few options
for tenants seekingpace in those locations.

Chart2.1: Metro Vancouver Office Market Absorption and Vacancy Rates (202@&2)

Historical Overview
Q12018 - Q42022 Net Absorption . New Supply . Vacancy Rate
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Prior to the COVH29 pandemic, the healthy demand for office space throughout Metr
Vancouver has highlighted shortfalls of new supply in multiple mafketghile the

development pipeline in Metro Vancouver had typically maintained steady new supply, a gap in
product delivery and availability formed in key markets such as downtown \daacoBurnaby,
Richmond and, to a lesser extent, Surrey and VanceBveadway:*

However with the impacts of COVHD9, conditions have changeMore recently

GX GKS 2FFAO0S aSO02NIJAYy aSiNR =+ yO2dzdSNJ
combination of pandemiaelated remote work trends, coupled with deteriorating

equity markets and expectations of an impending recession. Rising occupancy rates in
office buildings, along with an increase in sublease space on the market, have created
conditonsno&@ SSy Ay Ylyeé &SI NRhA®E

Despite the attention surrounding the tedector, which has had a major influence on demand
levels and vacancy rate, it is expected that the overall evolutidgheofetro Vancouvemarket
will continue to grow at a steady pace,ladugh there are unknowns associated with dadent

of remote worklevels intothe future.

10 Avison Young, Metro Vancouverfioé Market Report, Mig¥ear 2018.
11 NAIOP Vancouver, Office Cost of Business Survey, 2018.
12NAIOP Vancouver, Office Cost of Business S1z082,
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Within the Metro Vancouveregion, each of the office sulmarketshavedifferent
characteristics.

31.[ 20FGA2y It S5A&GNRAOdzIAZY

Relatively few fiice tenants move between geographic markets or asset classes. Those that
want to be in downtowrVancouveiare already there and not likely to move, for example.

Most employeefocused businesses want to offéreir workforcean office with good

accessibity, close to amenities, and at a central location. Along with amenitiesitenor in the
immediate area, successful office nodes need to lgn@dtransit service in the form of a
SkyTrairaccording to most intervieweesideally within the regional ainsit network, and not

Ht the end of a lin@In terms of geographic location, that usually means downtown Vancouver,
andalso parts of Burnaby and Surréjty Centre

For submarkets, such as Coquitlam and Surrey, over time as the population and ecafomy
these areas grow, local office businesses will also grow. This includes bothdpuakdtion
serving businesses (such as medicintal offices), as well as some new branch offices.

Evenpre-pandemicthere were some trends towards subgional brarch offices for firms like
banking and financiaervices namely to Surrey and Langley, serving those areas. Those
tenants are tracking the business opportunities in those markets associated with a growing
economy and workforce.

Although much discussed,any interviewees do not expect significant growth in the form of
major subregional or distributed corporate offices. The view is that if people can effectively
work from home, why go to a local office to work there, with extra rent gdbtst executives
leadership are not likely to often visit. The supposed-aAnl-spoke or satellite model may not
be widespread. According to some observers, rather thanregibnal corporate offices, they
are seeing ones expanding into regions outside of Metro VancolikerKelowna, Nanaimo,
and Victoriawhere employees have moved to duritige pandemic

As the office inventory increases in an afeaib-region and the market is proven, market
participants and municipal staff believe that developers will become mondident to build
additional office space in these locations. As a start, mix@slbuildings allow for some office

as well as retail and residentiathe residential part makes the office part financially viable.

This office space serves the local p@ian in the form of small to medium size business
tenants. Over time, development may shift from mixeskbuildingsto standalone office
buildings.Success may require a minimum amount of office space in order to eventually create
a critical mass foa @mmercialcentre. An adequately sized ecosystenecbnomic activitys
important to business and talent attraction.

Some businessesiayrealize that notonlystd KSANJ g2 NJ F2NOS y2g WSt aSgK
customers are also no longer primarily in downtovm those unique cases, to be closer to
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employees and clients, and to reduce rent costs, they may come to prefer a regionally
accessible location like Burnabig.other unique cases, some local businesses grow and stay
within their original communitydose to features such as major destinations (a\port),
natural features (Arcteryx active lifestyle clothing), or cultural like Richmond.

In terms of business headquarters, of the relatively few major headquarters in the region, most
are in downtown Vanauver. Virtually all tech companies are in the Vancouver goauding

Mt. Pleasant)in order to attract and retain talented employees. As of late 2022, the downtown
Vancouver market was experiencingigingvacancy rate, up significantly from extrenosvs
immediately before the pandemic. This increase in vacancy rate reflects both new office
building supply and some curtailing of demand by some secitvasnew supply anéssociated
tenant moves may lead tgreatervacancies isomeolder buildings.

Existing suburban business parks in some cases are dalaig/elywell duringthe pandemic
Some of these businessnantsdesire suburban office space, as it is convenient by car,
especially while there were concerns abgiysical distancing antbntrading COVIEL9on
public transit. Suburban buildings can include office speitie quastindustrialattributes,
needed by some operatordotably the tenant profile of the suburbs is different than the
urban core.

32t NP TALE O2 WiSA A{2dfda W UNBBIY [/ S
This section provides commentary on the subrkets and urban centres in the region.

Vancouver

f  Vancouver has long been thelS 3 AngajgrQistoric business hub/ancouverand
specifically the Central Business District in downtown tlwedsurrounding®oreCYincluding
the CBD, Yaletown, Gastowmt. Pleasant, anthe Broadway Corridor)s the business
centre for the region and the provinge A G K 2@SNJ KIFI £ F 27F.TheKS NBIA
Metro Core has a much higher percentage of jobs in pradess and commercial services,
in comparison to the rest of the region. This distribution illustrates how very different the
Metro Core is from the other sutmarkets in the region.

' Most people generally want to be where the action is, which usually m¢aRL gy 1 2 6 Y Q ®
Particularly, the tech sector needs ready access to talent, most of whom work or want to
work in or around downtown Vancouver. Thtfse bulk of new office space is being built in
this part of the region.

1 TheBroadway corridor will also grovn¢ ared @ffice market,as a locatiorwhere many
businesses are or want to be, and close to workforce as well as amenitiegambeuver
Broadway Plan will have a significant amount of office space and employment associated
with the extension of the Sk Ay f Ay S® . NRIFRgle& 6WaAR ¢25YyQl
draw, second only to Vancouver downtown / CBD. Some interviewees see Broadway as an
alternative to downtown corporate towers, yet also different than.Mtf S| dight (i Q &
industrial character.
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In Mt. Pleasansome businessesant to expand in place but cannot find space in the ayea
instead, they open a second (possibly more of an industrial type function) facility in another
location, and maintain a front facirgpacein Mt. Pleasant.

Outsideof downtown but still within the City of Vancouver, thereBioadway Teclo the
east Thecampus meets the needs of tenants that want to be accessible to downtown
Vancouver and the region; it has both good rapid transit service and is accessible to
Highway 1. Broadway Tech is also attractive to tenants that need larger floorplates

Burnaby

T

Burnabyis the next largest office market in the region, with a considerable amount of office
space located in the Metrotown area, which includes a cluster of offiaets around the
Metrotown shopping centreMetrotown is viewed as a good office location due to its
centrality in the region and its high level of transit service.

Brentwood is seen as a desirable area due to its good transit and road access, with many
major developments, both residential and commercial.

Burnaby also includes a significant amount of office park development located in various

LI NIa 2F GKS OAdGe 2dziaARS 2F . daNYyIlFo6&Qa ¥F2dzNJ
Lougheed, and Edmondsuchas Canada Way and Willingdon Avenue

More office park development located far from SkyTrain stations is not predicted in

Burnaby, because office tenants want the amenities and transit service found in Urban

Centre andat SkyTrain locations.

Most demand igrom existing expanding businesses. Metrotown and Brentwood are seen
as being the major office nodes for Burnaby. More office is coming along in phased projects
by SkyTrain stations (both mixede and multuse buildings).

Yet someantervieweesbelievethat Burnaby does not have the mass or draf/ancouvef a
CBD.

New Westminster

T

New Westminstehas a concentration of office space at the Sapperton SkyTrain station

OWEeKS . NBGSNE S5A3AGNAROGQO YR Ay (KS R2gyG20Yy
AlK2dz2K bSg 2SaldYAyadSNNa R2gyi26y KIFa KAAG2
Aad Fftaz2 | adzlx e 2F 2FFAOS aldfe@Spackffrbattk S  W! LI
local and some regional serving tenants.

Generally, downtowmNew Westminsteoffers different types of office development

potential (or upgrade of historic buildings) compared to other locations (i.e. Braid,
Sapperton) which can offer large sites that can accommodate comprehensive development
plans.

Surrey

T

Surreyhas a variety obffice building types distributed throughout the city. The Surrey City
Centre area contains an increasing number of modern office buildings, with the relocation
of the City Haland establishment of the Simon Fraser University Surrey Catofbs area
spurring additional development interest. Surrey Centre is expectesirengthen as good
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location for office in the future, howeveitt, will take some time to fully develop and
mature.

Developers and brokers felt that the Surrey City Centre office naviklegrowover time.

The City of Surrey has lotgrm strategies for the area to built out over the coming

decadesand seesSurrey City Centre is a step above other city centres in the region, such as

[ 2lidZAGEFYZ aSUNRG2gy I S yORK | wAICGKN\IBhGARE (I SYNRY aA 32 Tl
growth potential.

The extension of SkyTrain from Surrey east to Langley improves the relative location of the
Surrey City Centre, putting it closer to tbentre rather thanthe end of the SkyTrain

network.

Thecurrentsuppy of availableoffice spacen the cityis small, providing limitednmediate
options to interested tenants. Growth is expected to come from engineering, law, and
accounting firms, and perhaps some governmagénciesA positive feature for this

market s that the City of Surrey is perceived as being proactive and supportive of the Surrey
City Centre, with a lot of land available for development.

There are expanding businesses in Surrey looking for office space, increasingly in the Surrey
City Centre. Téadecline in office vacancy rates in Surrey over the past ye#iexts the

business activity going there.

YF @2dz 0dzf ( ,Masibean kK &o faioAnfuthof e offiSespace built in

Surrey The question is if it will be true fonore ard largeroffice buildings.There are some
concerns that if too many new office buildings come to market at once, it could create more
supply than can be readily absorbed.

Richmond

T

Richmondhas a large proportion of its office stock located outside oflit&ntown centre

running along No 3 Road hissuburban office stockcludes Crestwood office park and

other areas to the east of the Richmond Centre. Many of these office parks were built in the
1990s, and in the past decade experienced high vacancybatesise of difficulties in

attracting office tenants to areas with few amenities and limited transit.

WAOKY2YR Aada O2yAaARSNBR I Ww3lrasSglre G2 GKS NB:Z
to the YVR airport, and has some good tenants located offite parks. However, for

employees who live in the eastern parts of the region such as Coquitlam, Surrey and

Langley, Richmond is difficult to conveniently acd®sboth car and transit

Noted considerations to locating in downtown Richmond (namelyNbe8 Road corridor)
includefew accommodation options for office tenants, although that will increasel
some office space coming in mixade projects, althougeomeas strata tenure.

There has not been much new office developmiamtmany yearsn Rchmond The past

high vacancy was naturally absorbed leading ughtopandemic Suburban complexes like
Crestwood and Airport Executive Park now have much lower vacancy rates than in the past.
Along No 3 Road in th@ity Centrethere isincreasednteres in office development.
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North Shore

1 The North Shore is a very small office market, with a fragmented supply located in many
different buildings, some of which are smaller and older. It has few major office tenants
other than some government agencies (sashiICBGwvhichhas announced is planning to
relocate).

1 There is limited demand for office space in the North Shore, as major btigiaessesend
to locate in othercitiesthat are more accessible to the regional workforce. Highway traffic
congestia to / from the North Shore from the rest of the region is a notable constraint to
attracting employees to this sutegion.

1 TheCity ofNorth Vancouverand especially Lonsdale Regional City Centre with its enhanced
urban amenities, is located very cla$e2 + I y O 2 di@itBeNS@aBysvhichSmproves
its accessibility.

Coquitlam

1 Evenwith the completionof the Evergreen Rapid Transit Line in 2016, some market
participantsview Coquitlamas being located on the edge of the region. It is expected that it
will take time before significardgtandaloneoffice developmend occur, which will be
supported by the ongoing growth in population and employment in the area.

1 Coquitlam is a relatively young city centre, only48years old. It was originally built as a
shoppingmall, and then added apartment residential. The limited office that eigsts
predominantlylocal serving. As the communigyows andmatures, thecity hopes to attract
more business activities and office tenants.

1 The Coquitlam Centre has strotignsportation / transit combinatiorg SkyTrain, bus
exchange, West Coast Express, along with micro mobility and park amenities.

1 As the population of the subegion increases, business and employment space
opportunities will also increase. The City hafiges requiing office component on some of
the city centrelands but no policies preventing strata office tenure.

Rest of the Region

1 Other areas, such @ort Moody,Langley, Delta, Maple Ridged Pitt Meadows, have very
small office markets with f& major office buildings.

1 The Langley markewhile still smallis experiencing strong demand. Businesses there
looking for space have very few optior@&ipply may increasever time, particularly for
Langley with the extension of the SkyTrain line tabmpleted by 2028.

1 Most of the office tenants serve the local population, which will grow as the area
population and economy grows. Other opportunities may entail attracting some
government andnstitutional offices.
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In the secondary markets, the postity to attract a government agency as a major new tenant
with many employeess seen as a possible catalf@t greateractivity. Institutional / public

sector tenants, like hospitals and universitiaege major drivers foassociated private sector
office demand and investmenthe directing of these types of investments to Urban Centres is
supportive of policies in the regional growth strategy.

Preleasing is difficult in suburban markets. Prospextenants want to see the building

completed (or at leastonstructionstarted) before making a lease commitment decision. Yet

many of these suburban locations have very limited office supply. Demand is now spurring

a2YS RSOSt2LIVSyYy (o .30 ORKSIzyROEHAYOKIya 10ySEEYS 2 F (i Sy
being adequate (proven) demand to build new space, yet not enough new space to satisfy
(current)demand.

Some cities require developers to build office space within a missedcomplex, even if the

office market demand is not yet there. If this is a small amountsffife, it can be reasonably
absorbed by théocalmarket; but larger blocks of space are much more difficult, and represent
an increased development risk. Furthermore, excessive new office spagsaturate a small
market, depressing rental prices, making it difficult for other market office space to compete.

For some projects, the office space in mixesk buildings can be poorly designed, with too
many columnsinefficientfloorplans, awkward accessetc., which does not allow for functional
design including open areas and collaboration space.

Shuttle busserviceis a benefit for existing suburban business parks that are beyond walking
distance from a SkyTrain statiddowever it was notedthat with more flexibility for working
times, it also means people coming into the office at different hours, which may favour car
instead of transit commute and thus needed parking.
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The type of tenants requiringccommodationsnfluences the demand for office space.

41. ¢SYlFyid t NPFATLS

Chart 4.lillustrates the distribution of office tenant composition in downtown Vancouver as of
late 2022. This shows that 308asFIRE (Finance, Insurance, Real Estate) sector, 18% Tech, and
13% Busiass Services, followed by other smaller gratibhis changes over time and would

be different in other sukareas given the varied economic profiles of different parts of the

region.

Chart4.1: Vancouver Downtown Tenant Make Up

FIRE B Tech Business Services
Other M| egal B Government

® Creative Industries  Energy ® Education

CoWorking M Health Care & Life Sciences

Source: CBRE Resea?2

This ratio of tenant types is notably different than it was four years prior. In Q2 2018,
technology tenants accounted for 33.5% of office space demand, followed by Education at
12.7%, and Professional Services at 89%.

Tech Business Sectors

In the past, building landlords often did not prefer tech tenants, as they were prone to quickly
grow or fail, either wayikelyvacatingthe spaceg not ideal stable, longerm occupants. Now,
manytech tenants are largegrowing,and mature, and thus attradwve for landlords.

¢tKS WGSOK OSYiUNBQ 2F | yO2dzdSNJ Rleasantidodribwl SR T N.
the Broadway Corridor with the extension of SkyTrain rapid transit line. Notably, the

02dzy R NAS&a 2F WR 2véegpaddgdyfronttle isibacdadeS(GHED), % Include

these areas and the POST compaxhe eastern edge of the carddditionally, growth of bio

tech / life sciences / medical facilities close to the new St Paul Hospital campus and Great

Northern Way will include signifiohnew office / lab spacand education facilitiesThe Mt

13 CBRE Office Market Overview extraction Oct 2022 for Metro Vancouver
14 Colliers, Metro Vancouver Offiddarket Report, Q2 2018.
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Pleasant area is very popular with notablewerbuildingscontaininglight industrial,
technology, labsand innovative space

Tech tenant®ften paya premiumfor prime office space, which éskey component to
attracting workers, and noting that office accommodations are a relatively small percentage of
total business costs.

The tech sector slowed in 2022, led by stock market declines, with a lag to business operations
thereafter, causing mre caution and defense about business and employment decisions. Some
techbusinesses are now lookirgemployee layoffs and space savings efforts to reduce costs.
This may mean putting office space on the $e#ise market and consolidating operations for
efficiencies. In cases of office moves, even if the rent per sq ft is higher in the new space, less
space may be required as it can be used more efficiently, thus the total accommodation costs
may be lower.

Thelongerterm outlook for tech sector businges and tenants is seen as positive, despite
cyclical dips in hiring. Amazon and Microsoft are very large corporations and with major
operations in Vancouver. They provide stability to the city and regional economy, whereas
some smaller startip businessethat are dependent on venture capital funding may be less
stable ordurable.

Thesetenanttrendsare reiterated through the results dlfie interviews:

1 The large tech tenants that have entered the market inplastfew years represent a
significant shifin the dynamics of the downtown Vancouver office market. While
Vancouver has relatively few major corporate headquarters, these new tech companies
have been taking up large blocks of space, often preferring large floorplates for efficiencies
and a new budingfor modern featuresand need a&entralVancouvetocationto attract
and retain young urban talent.

1 Large corporate and global professional services firms often want to be located in trophy
buildings, however this is less a factor for tech tenamso may prefer the feel of Mt
Pleasant

1 At the same time, but not receiving the saramount ofprofile, are the many small office
tenants in the markettaking up 3,0068,000 sq ft of spaceach

1 Large tech companiemeincreasingly comfortable with t@mting in Vancouver, given that it
isa known location, an international city, west coast time zdresmanyamenities, and
access t@aninternational workforce. Theresence ofarge tech companies (such as
Amazon) are attracting more tech companibsth big and small. Talented workforce wants
to live in the region, and although housing prices are high, some workers are satisfied with
renting as they may not have expectations about home ownershiptent to live in the
region permanently

Average Offte Tenant Size
Compared to other major North American markets, Metro Vancouver has relatively few large
corporate head offices and is composed of many small anesmm&tenants. Specifically, for
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downtown Vancouver, which contains much of the office besses in the region (although the
mix is different from the rest of the region), the average office tenant size was 7,750 sq ft in
2022 based on tenancy occupancies of approximately 21.3 million sq ft and 2,758riis

is up slightly from past yearscorded as 7,200 sq ft in 2014 and 7,400 sq ft in 2012.

Of this inventoryin late 2022 59% of the office spasgasoccupied by tenants under 20,000 sq

ft in size (2,582 units), comprising 94% of all units. At the other end of the spectrum, tenants
over 75,000 sq ft in size comprise only 1% of all units (25 units), yet represent 15% of the total
office spaceThis documents the wide range of unit / tenant sizes, with a significant cluster of
them being smaller, and a limited number of much larger outBndihis distribution is shown in
Table 4.1

Table 4.1 Distribution of Office Tenant Sizes in Downtown Vancouver (2022)

Unit Size Range Total Sq Ft|# of Units| Awvg Unit Size| % of Total Sq Ft | % of Total Units
0-1,999 956,799 719 1,331 4,5% 26.1%
2,000 - 4,999 3,249,963 1,011 3,215 15.2% 36.8%
5,000 - 9,999 3,298,151 477 6,914 15.5% 17.3%
10,000 - 19,999 5,070,538 375 13,521 23.8% 13.6%
20,000 - 29,999 1,408,617 59 23,875 6.6% 2.1%
30,000 - 49,999 1,872,274 50 37,445 8.8% 1.8%
50,000 - 74,999 2,208,677 35 63,105 10.4% 1.3%
75,000 - 99,999 580,072 7 82,867 2.7% 0.3%
100,000 - 199,999 | 1,924,210 15 128,281 9.0% 0.5%
200,000 + 743,125 3 247,708 3.5% 0.1%
Total| 21,312,426 2,751 7,747 100% 100%

Source: CBRE Research, 2022

Other Tenant Sectors

Although the tech sector may be slowing, other sectors such as professional semacstill
growing. During th@pandemic some businesses grew and increased thweirkforcewhile

others have stayed constant and retracted, thus space needs vary for those reasons as well.

In some of those sectors, companies are leasing more space;ialipéhe larger, confident,
well-financed ones. By sector, lawyers and bankers have highesahateturn to office
occupancy as compared to tech companies. For such sectors, despite or because e1€OVID
business is still good, and accommodation diecis are not driven by cost constraints.

With a possible slowdown in the economy and an increase in unemployment rates, more
employeesmay want towork at the office to maintain and advance their careers. As noted by
some employers, the past war for talewhere employers had to offer many benefits to attract
employeess now over. For some business#6A & Y|l & 0S [aaz20Al G§SR
NEaSIiQr oKSNBE GKS ySg LRfAOe Yl & &LlzNwi2yY
be supportiveof increasing iroffice requirements

(U RS

15 Source: CBRE Research, 20&#e that some businesses may occupy multiple office spaces in multiple buildings; for this
analysis each space / unit is treated separately. Furthermore, this analysis does not include vacant space.)
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The growth ofto-workingoffice space in the Metro Vancouver markeassignificantprior to

the COVIEL9 pandemic Thiswasparticularly reflected in the rapid rise of WeWork, and the
more establised Regusvith its multiple brands includingSpaces'Coworking firms rapidly
become some of the largest tenant types in the Vancouver core. These companies were
responsible for an inordinate amount of leasing activity between 2017 and 2019 and in part
accelerated thedemandfor additional officedevelopmen.t®

Coworking is accommodating the evolving natureaairk, and malesa very illiquid asset (real
estate) liquid and flexibleCoworkingoperatorsoffer a flexible space and service to a range of
tenant types including i) small businesses that want a professional location and services and
socialization offered in a workplace environmead ii) much larger businesses that take up
multiple floors at a time and may require the space $biort-term needs, such as a swing site or
a specific project.

Coworkingoffers tenantsor ¥themberfreadyto-gofull-serviceoffice accommodations,
taking care of all details such as furniture;fivspace planning, support services, reception,
etc., that wouldotherwise have to b@rganizedand managed by the business. Tbeworking
spaceeliminatesthe need forcompanies to invest in real estatesprofessionakpace
providers are quicker and nimbler than businesses that areeatestateexperts.The tenan
pays a premium for these serviclegt with no requiredlongterm commitment,the tenant also
hasthe flexibility to grow, contragtor move as their business evolves.

4.3. { G NI (¢ ShyFdENIRO S

In 2017 and 2018 there were a number of notabieata office progcts, partly in response to
the low vacancynd strong demangdas well asow interest rates Rurchasingpffice spacecan
be aninvestment opportunity for ownenccupiers who are struggling to fimshd controlspace
in a tight leasing markef heoption to own rather than rent igparticularlyattractive for
companies whose space requirements will remain stable for the foreseeable ftiture.

In terms of pricing and demand, one broker states that developers of future downtown
Vancouver office strata buildinghouldnot expectto capture the same prices ése high
profile Bosa Waterfront Centrprojectdid in 2017 the uniqueprojectachieved high prices
because everything lined up, in terms of the site, the projaotthe demand!®

Thereare differing viewsbout the implication and extent of strata office:

9 Strata office space has not yet hagignificantimpact on thedowntown Vancouver
office marketasalmost all new construction continuing to targeasetenants, despite
the early successes of the Bos@terfront Centre andurrardPlace'®

16 Avison Young, Metro Vancouver Office Market Report-¥edr 2018.

17 Colliers, Metro Vancouver Office Market Report, Q3 2018.

18Vancouver SUR9 @y 5dza3Fys 2 §SNFNRYy(d /SydiNBQa &A0GNIGF dzyAld NBLINBA
19 Avison ¥ung, Metro Vancouver Office Market Report, Miéar 2018.
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1 This is &learsignthat the definition of an office investor in Metro Vancouver has
shifted.20

1 Most of thestrataoffice that is being built and sold downtown would likely end up on
the leasing market anywad.

Most office space in the region continues to be lease tenure. For development projects, if no
rezoning is required as part of the approvals, the city has no interest in the tenure of the space.
However, in the case of the City of Vancouver if the project imgé/rezoning, the Community
Amenity Contributiormay be higher if it is strataather thanlease tenure. This reflects the fact
that strata values can be higher per sq ft than rental.

In the City of Richmond, there are concerns about strata tenure bnitsfor investors rather

than occupants, being underutilized or poorly managed. Furthermore, subdivision of space into
small units makes it very difficult for a large tenant to ever occupy it. Richmond has a policy
that strata units cannot be smallerahn a building floor plate.

In terms of market forces, strata tenure may work in some limited places or in small markets
where investors are activer busineseswant to own their accommodations. In some
suburban marketgoften as part of mixedise buildhgs)there may beproportionally more

strata office sales than the Vancouver core.

The stratification of commercial space, including office, retail, and industrial, is a relatively new
phenomenon in the Metro Vancouver market. Some of the dever ths trendincludea

desire for users to be able to ovand controltheir spacewhich isalsoaninterestof investors.
However, there was aquestion by some interviewees about the demthdemand forthis
market.With the increase in interest and mgdge ates, it is expected that strata

development andsales wildiminish

From a development perspectivieigh strata values can drive up residual land values to the
point wherenon-strata (leasg development is no longer financially viable. Some critice not

that the flexibility to change unit sizes as businesses expandcanttactis greatly diminished

by stratification as compared to lease tenure of the premise. Strata projects can be dominated
by investors who may be less concerned about the managenfehegroperty. Furthermore,
many businesses do not want to own their space to the longterm commitment of capital,
liability, building maintenance, and other issues

20BOMA BC Leasing Guide: Commercial Real Estate Office §plde y { h Q . -StiitiSgyOffice{S&ctol_D@fines Intelligent
Design, 2018.
2lVancouver SUR9 @y 5dz33A L yx 2 | (it§ diEsKPresént pri ildnhdk aalystsi Dekember 12 2018.
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Metro Vancouver first compiled an office building invernyt database for the region in 2012,
whichhas beerupdated in 2015, 2018, and 2022, based on multiple sources, including
proprietary databases from brokerage firms, BC Assessment Authority, and member
municipalities. Records were consolidated as bestassiple given the multiple data sources to
provide a comprehensive inventory of the office buildings, although some data gaps,
inconsistencies, and limitations may exist. In late 2022, the database was further updated and
enhanced? Note that this report ad associated inventory statistics should replace previous
reports, as the inventory has been further refined with every subsequent edition.

51. . F O1 ANRdzyR 2y GKS wnuu hFFAOS L

The database includes all buildings in the Metro Vancouver region wigasit 10,000 sq ft of

office space. This includes som&ed-usebuildings with office components over this size

threshold. In total, the inventory is larger than the published brokerage firm reports because it
includes some smaller buildings that are matluded in market summaries, and also buildings

FNRY 20KSNJ d2dzNOSa& GKFG | NB y2iovwné-odsupiedf t @ O2Yy
government andinstitutional buildings).

For analysis purposes, Urban Centre locations are those identifteé iegional growth

strategy, their boundaries are defined by the respective member municipalities. To provide for
consistency, all numbers in this report have been generated using the most recent Urban
Centre boundaries.

The Frequent Transit NetworkTN), maintained by TransLink, was used for establishing transit
service levels as of late 2022. The FTN comprises bus and rapid transit corridors that provide
reliable service at least every 15 minutes throughout the day and over the entire week. The FTN
provides a network of transit routes around which municipalities can focus population and job
growth. Transit service can be in the form of FTN
bus or rapid transistations(SkyTrain). The Map 5.1 Inventory by SukRegion
defined distance (straight line) for access to F1 \

is 800 metresq 10-minute walk) for rapid
transit and 400 metres (&minute walk) for
bus which are considered acceptable walking
distances / times to access these forms of
transit.

TheFTN service changes over time; the earlier
office building inventories analyzedhnsit

service based on previous versions of the FTN
Thus, in some cases the changes in tabulated
office space that is near FTN bus service may

22 Metro Vancouver would like to thank the following brokerage firms which contributed to the office building inventory
update: Colliers International, CBRE, Cushman & Wakefield.
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due to changes in transit service after the buildings waestructed The amount of office
space located @ar West Coast Express Stations, but not by rapid transit stations or within
Urban Centres, was negligible and not analyzed forrépsrt.

Based on the comprehensive inventory prepared by Metro Vancouver, at the end of 2022 there
wasapproximately78 million sq ft of office space in the region located within 1,338 buildings.
The numbers in the report have been rounded for reporting purposes. (See Appdodix
supplemental tables.)

Map 5.1shows the subregions, Magb.2 shows the Urban Centres in tiMetro Vancouver by
type, andMap 5.3shows the rapid transit (SkyTrain) network.

Map 5.2 Metro Vancouver Urban Centreand Frequent Transit Network
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Map 5.3: Metro VancouverRapidTransit Network

Map 5.4 shows the distribution of office buildingsroughout the Metro Vancouver region. The
larger the symbol and the greater the number of symbols inditaigeoffice building clusters.
Larger buildings are concentrated in downtown Vancouver.
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Map 5.4: Office Building Inventory in Metro Vancouver
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