InterVISTAS

/_—-——«

URBAN

SYSTEMS

Economic Impact Study
of the Critical Shortage of

Industrial Land in Metro Vancouver

PREPARED FOR
The Greater Vancouver Board of Trade and NAIOP Vancouver

PREPARED BY
InterVISTAS Consulting Inc. with Urban Systems



InterVISTAS URBAN

i SYSTEMS

Executive Summary

Met r o Van dndusia LandCrisis Availability of industrial land
As a region, Metro Vancouver is geographically constrained and with | SUPPIy is key to maintaining
urban containment boundaries, we are close to exhausting the Metr o Van glohav er
industrial land supply. The availability of industrial lands is critical to economic competitiveness
the long-term economic development and growth of the Metro and affordability and will be
Vancouver area. Our competitive edge in the knowledge economy is | an important generator of

to take advantage of nearshoring trends and building value-added employment.

production. However, without lands suitable to generate
employment, Metro Vancouver is losing to other regions in economic competitiveness. This critical

shortage is already creating significant challenges for local businesses, especially existing warehouse

andl ogi stics centres. The Pargedtpoddndi¥thenkeygatewayrfori s Canadabs
Canadian commodity exports to Asia and for consumer and business product imports from Asia to

Canada and beyond. Similarly, Vancouver International Airport (YVR) is a gateway to the new economy

with rapid access to global trade lanes. Beyond the key transportation gateways in the region, industrial

lands are a coveted resource that serve a broad spectrum of industries from manufacturing to research

and development. However, in recent years, rising land values and continued growth and expansion of

the local, regional and national economies, has resulted in a critical shortage of available industrial land in

the Metro Vancouver region, which has resulted in companies either relocating or expanded their

operations to outside of British Columbia to Calgary, Washington State and other locales.

Over the past decade, demand for industrial space in Metro Vancouver has grown at an exponential
pace. This demand has primarily been attributed to a growing population requiring more goods in the
region and continued adoption of e-commerce creating a need for more warehouse space to ship goods
from. The supply of industrial space has not been able to keep pace with this demand, despite more than
36 million sq ft of industrial space being added to the region over the last 10 years.2 The main challenge
to solve this key issue is that there is not enough suitable industrial land for development due to a number
of factors including difficult site conditions (e.g., land cannot be developed in an easy or cost-effective
manner).

What are industrial lands?

- : Industrial lands are those used for industrial purposes, including
It is estimated the Metro warehousing, distribution, manufacturing, processing, local
Vancouver region needs production, and new emerging technology-driven businesses. An
approximately 250-300 acres important subset of industrial lands are trade-enabling lands i those
of industrial land per annum are lands which support trade flows between Canada and its many
to support various industrial | {rading partners. Generally, trade-enabling industrial lands can have
activities in the region. different land use requirements than other industrial uses, namely

the size of the parcel of land required and accessibility to major
transportation corridors. There are other users of industrial lands, including e-commerce, agricultural
related industrial firms, and film production, which are growing sectors for use of industrial land. All of
these have different land size and building requirements, but all are generally competing for scarce
available industrial space.

! Nearshoring is the practice of transferring a business operation to a nearby country, especially in preference to a more distant one.
Source: Oxford Dictionary.
2 Source: CBRE
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Barriers to Industrial Development in Metro Vancouver Compounding Issues of Land
Scarcity

Aside from the lack of available land, there are limitations to further industrial development.
metrovancouver outlined a number of barriers for the future development of industrial lands in the region
in their most recent (2020) Industrial Lands Inventory, including:3

A Mis-matched land use (e.g., industrial lands being used for non-industrial purposes)

A Competing priorities i given there are general shortages of land (not just industrial), there are a
number of competing priorities in the region, including housing development.

A Long-term protection of industrial lands does not cover all current lands in the inventory.
There are non-protected industrial lands within the inventory, which could be redeveloped for non-
industrial use (shrinking the industrial inventory, and potentially impacting other adjacent industrial
lands).

A Lands lacking access to key transportation corridors. There are parcels of land that may be
developed for industrial use but lack access to key transportation corridors. This barrier makes
development more difficult and operations inefficient.

A Land parcels are too small for trade-enabling purposes. If available parcels are smaller lots, there
is a barrier to trade-enabling industrial use (which generally needs large sites) and combined with the
barrier of access to transportation infrastructure, this barrier is difficult for private business to invest in
development (and thus will locate outside of the Metro Vancouver region). This issue goes beyond
trade-enabling purposes, as other forms of industrial face similar issues with larger sites needed for
scale of operations and optimal efficiency.

Economic Impact:
Industrial Lands in Metro Vancouver

Based on analysis conducted for metrovancouver in 2019 with data
available from the 2016 Census, there were an estimated 364,100 jobs
on industrial lands in the Metro Vancouver region. Over 200,000 (or
approximately 55%) of these jobs occur in industrial sectors defined by
metrovancouver (i.e., production, distribution, repair, public infrastructure
& administration and trade-enabling). See Table ES-1.

Jobs located on
industrial lands in Metro
Vancouver are high-
paying and high-skilled.

3 metrovancouver (2021) Metro Vancouver 2020 Regional Industrial Lands Inventory: Technical Report. Accessed from
http://www.metrovancouver.org/services/regional-
planning/PlanningPublications/Metro _Vancouver 2020 Industrial Lands Inventory Technical Report.pdf
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Table ES-1: Economic Impact of Industrial Lands in Metro Vancouver, All Sectors, 2016
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Impacts in

Economic Impact tlrr?eplgccatgsicl)? British_ Insz;ar\]c;tj;n
Columbia
Employment | Direct 364,100 364,100 364,100
(Jobs) Indirect 88,000 114,000 161,800
Induced 74,900 96,500 133,700
Total 527,100 574,600 659,500
Income Direct $26.0 $26.0 $26.0
($ Billions) Indirect $2.0 $7.3 $10.9
Induced $1.1 $4.9 $7.3
Total $29.1 $38.3 $44.2
GDP Direct $31.3 $31.3 $31.3
($ Billions) Indirect $9.4 $12.1 $18.4
Induced $9.5 $12.2 $16.8
Total $50.1 $55.6 $66.5
Output Direct $60.0 $60.0 $60.0
($ Billions) Indirect $17.8 $23.1 $36.1
Induced $14.8 $19.0 $27.9
Total $92.5 $102.1 $124.0

Source: Metro Vancouver Industrial Lands: Economic Impact and Future Importance, 2019.

Note: Prices from the metrovancouver report have been re-expressed in 2022 dollars in the table above. Figures are rounded and

may not sum.

Economic Impact:

Metro

V a n ©ongoivgeAndusl Need of 250-300 acres of Industrial Land

Based on input from the local industrial real estate industry, the total annual need for industrial land in
Metro Vancouver is approximately 250-300 acres, of which 80-100 acres would be for trade-enabling
activities to suppos. The Eanomidimpac results pasdd pn the ma-paint of 275
acres of industrial land is displayed in Table ES-2. Each year, there is the potential continued job growth
in Metro Vancouver occurring on industrial land segments.
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Table ES-2: Estimated Economic Activity on 275 Acres of Industrial Lands in Metro Vancouver (in

B.C.)
S92 [ vl &

Impact Employment Wages GDP Ogtput
(Jobs) ($ Billions) ($ Billions) ($ Billions)
Direct 3,600 $0.3 $0.3 $0.6
Indirect 1,100 $0.1 $0.1 $0.2
Induced 900 $0.1 $0.1 $0.2
Total 5,600 $0.4 $0.6 $1.0

Note: Totals may not sum due to rounding. Monetary values in 2022 dollars.

Economic Impact:
Met r o Vanc o uBcenomicOphartanities to Calgary

Over the past 4.5 years (January 2019 7 June 2023), according to
industry stakeholders, an estimated 5.1 million sq. ft. (or average
of over 1 million sqg. ft. per annum) of space has been taken up by
firms in Calgary rather than Metro Vancouver. This is an
assessment of firms that were actively pursuing new investment in
the Metro Vancouver area but instead opted to locate and invest in
their operations in Calgary. Metro Vancouver continues to lose
ground to Calgary and other locales due to unavailable or
unsuitable industrial land options.

Over the past 4.5 years,
Metro Vancouver has lost
over 5 million sq. ft of
industrial land infrastructure
development to Calgary A
lost employment estimated to
be 6,300 jobs.

The economic impact of these lost opportunities to Calgary is estimated to be over 6,300 direct jobs,
paying $477 million wages, generating $494 million in GDP and $828 million in economic output. The
average salary per job is over $75,000 per annum, well above the average provincial salary per job of
$54,700.4 See Table ES-1. The 6,300 jobs lost to Calgary represent lost opportunities for Metro
Vancouver residents to be employed in high salary sectors of the economy.

4 Statistics Canada. Table 11-10-0239-01 Income of individuals by age group, sex and income source, Canada, provinces and
selected census metropolitan areas. 2021 is the most recent data year at the time of report development.
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Table ES-1 : Economic | mpact of Metro Vancouverés Lost Oppo

‘3’,& (o] il é

Employment Value-Added Economic
($V,\‘£ﬁﬂgf]s) GDP Output
Component Jobs ($ Millions) ($ Millions)
Direct 6,320 $477 $494 $828
Indirect 1,580 $103 $177 $325
Induced 1,930 $102 $256 $393
Total 9,840 $681 $927 $1,546

Figures may not sum to totals due to rounding. Monetary impacts are shown in 2022 dollars.

Key Messages

Theavail ability of industrial l and supply is key to main
competitiveness and addressing overall affordability in the region. The key takeaways of this study are:

1 The shortage of industrial lands is a crisis that has been years in the making with escalating land
prices over the past ten years, resulting in low vacancy rates and increasing rental rates.

1 Industrial lands in Metro Vancouver make up just 4% of the total land mass in the region. To help
address the crisis, immediate action is needed to increase the amount industrial zoned lands in
the Metro Vancouver region to support the ongoing annual needs of approximately 250-300 acres
per annum and also the backlog of industry needs.

I There are barriers to industrial land development that should be reviewed to enable investment
by companies in Metro Vancouver to start or grow their operations. These barriers need to be
addressed by different stakeholders including municipal governments and other entities to
mitigate investment opportunities from leaving Metro Vancouver.

1 The economic impact of industrial lands in Metro Vancouver is considerable. A significant number
of Metro Vancouver jobs occur on industrial lands. These jobs are high-paying and require highly
skilled talent. Given the shortage of industrial lands in Metro Vancouver, over the past 4.5 years,
over 6,300 jobs have been lost to Calgary.
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1 Industrial Lands and Their Impact

1.1 What are Industrial Lands?

There are various forms of land designations in the Metro Vancouver region,® which contribute to
determining how lands are ultimately used. Industrial lands are those used for industrial purposes,
including warehousing, distribution, manufacturing, processing, local production, and new emerging
technology-driven businesses. According to metrovancouver, the definition of industrial lands has been
changing over the years with the introduction of new technologies, and on a regional basis the definition
has changed as some jurisdictions allow for non-traditional uses on industrial lands (such as large-scale
recreational spaces).® Each of these operations has different land and space requirements but are all
deemed to be industrial uses. A particularly important subset of industrial lands are trade-enabling lands T
those are lands which support trade flows between Canada and its many trading partners. Generally,
trade-enabling industrial lands can have different land use requirements than other industrial uses,
namely the size of the parcel of land required and accessibility to major transportation corridors. There
are other users of industrial lands, including e-commerce, agricultural related industrial firms, and film
production, which are growing sectors for use of industrial land. All of these have different land size and
building requirements, but all are generally competing for scarce available industrial space.

1.2 The Importance of Industrial Lands

Industrial lands are important to both the region and the Canadian economy as a whole. A recent study
completed for metrovancouver outlined the following key messages regarding industrial lands in the
region:”

T I'ndustri al |l ands accommodate a | arge percentage of
There are over 200,000 direct industrial sector jobs located on industrial lands in the Metro
Vancouver region, which is only a portion of the jobs that are located on industrial lands (see
Figure 1-1 for a breakdown). In total (including non-industrial sector jobs), that figure is roughly
364,000 jobs in the region. This is 27% of total jobs (1.3 million) in the region.? In addition to this,
according to a recent study from NAIOP, construction investment in the industrial sector in Metro
Vancouver contributed to 5,500 direct jobs and 12,100 total jobs (including indirect and induced
impacts).®

1 Average wages on industrial lands are higher than the regional average
Businesses located on industrial lands pay on average a wage over 10% higher than the national
average. This figure is even higher for trade-enabling businesses.©

5 Throughout the report, Metro Vancouver delineates the region, whereas metrovancouver delineates the regional government
entity.

5 metrovancouver (2020) Regional Industrial Lands Strategy.

” Metro Vancouver Industrial Lands: Economic Impact and Future Importance (Study completed by InterVISTAS for
metrovancouver, February 2019)

8 lbid.

9 NAIOP (2021) Economic Benefits of Commercial Real Estate in Metro Vancouver.

10 Trade-enabling industrial lands are lands and waters that support goods movement in and out of the region which enable
Canadad6s trade and support reliable, resilient and ef f ioff-doeknt supply
logistics, and, freight forwarding activities, ideally located with access to transportation infrastructure such as major roads, railways,
and/or waterways.
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1 Industrial lands generate a significant portionofthe r egi ondés total Gross Do
Product (GDP)
The total GDP impact of industrial lands accounts for 30% ofther e gi ondés t ot al GDP.

1 Industrial land activities are important for non-industrial sectors throughout the region
Industrial lands support different sectors that are economically linked. This includes various non-
industrial sectors, such as professional services, construction supplies, retail, among others.

91 Activities on industrial lands contribute billions in ongoing annual revenue to
governments
There is $9 billion in direct tax revenue generated from industrial lands, accruing to all levels of
government (municipal, provincial, and federal).

T Activities on the regionés indudiarsital | ands contrib
This is important for economic resiliency in the region, as a diversified economy can better
weather economic shocks.

Figure 1-1
Direct industrial sector jobs located on industrial lands (excludes indirect and induced jobs) in
Metro Vancouver, 2016

Distribution
62,900 Jobs

Production
79 200 Jobs

Public Infastructure

& Administration
15,700 Jobs

~9 Repair

29,300 Jobs

Source: Metro Vancouver Industrial Lands: Economic Impact and Future Importance (Study completed by InterVISTAS for
metrovancouver, February 2019).
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In addition to this, there is continued demand for industrial lands in the region, with projections from
metrovancouver showing that demand will very quickly outpace supply, and total supply of industrial lands
would be absorbed between 2035 and 2047 (effective supply would be reached by 2035).1! This is a
serious issue in the region, as this unmet demand means that businesses will be forced to locate outside
of the Metro Vancouver region, which impacts jobs and economic development in the region, as well as
supply chain impacts and contribute to the affordability issue for Canadian consumers. In the worst case
scenario, this unmet demand could lead to businesses ending their operations entirely. This is not just an
issue of manufacturing, there are a number of sectors which need industrial lands, or supply goods and
services for businesses that operate on them. The lack of available industrial land space in the region is
having impacts on business currently (limiting growth, jobs, tax revenue, and production to meet
consumption needs) and will continue unless more lands are made available for industrial use. As a
consequence, this will affect the affordability of everyday goods for Canadian consumers.

1.3 Industrial Trends

Over the past decade, demand for industrial space in Metro Vancouver has grown at a rapid pace. This
growing demand is in large part due to a growing population requiring more goods in the region along
with the continued adoption of e-commerce creating a need for more warehouse space for the distribution
of goods. Supply of industrial space has not been able to keep pace with this demand, despite more than
36 million sq ft of industrial space being added to the region over the last 10 years.? These factors have
led to a consistent decrease in the vacancy rate and upward pressure on rental rates. The vacancy rate
has been below 2% for approximately 5 years and real rental rates have increased 15% per year over the
past 5 years (almost doubling).'® The main challenge to solve this key issue is that there is not enough
suitable industrial land for development due to a number of factors including difficult site conditions (e.g.,
land cannot be developed in an easy or cost-effective manner).

A subset of industrial lands is trade-enabling; these are in high demand in and around Metro Vancouver

and are in short supply. The Port of Vancouver is Canada's largest port and second largest in North

America by tonnes of cargo throughput. Finding new lands to support logistics, warehousing, and other

light industrial uses is critical to the Port of Vancouver's future health. Several high-level policies and

initiatives, including the Ministry of Transportation Pacific Gateway Plan, Metro Vancouver Industrial Land

Strategy, CN's Pacific Gateway Initiative, and Vancouver Fraser Port Authority Infrastructure Program,

are key strategies that work in parallel to enable the porttogrowt o accommodat e .Canadads tr

This section outlines some critical trends affecting industrial lands, goods movement and logistics
warehousing and the lands and industries that support them.

1.3.1 Increasing Cargo and Container Volumes at the Port of Vancouver

Measured in twenty-foot-equivalent units (TEUs), shipping containers are the standard unit for moving
goods around the globe. Global demand for goods has grown drastically, and the Port of Vancouver has
seen significant growth in container volumes over the last ten years. The Port of Vancouver is also
projected to see an increase in container volumes over the next 30-40 years, as shown in Figure 1-2.

1 metrovancouver (2020) Regional Industrial Lands Strategy.
12 Based on data from CBRE
13 Based on data from CBRE
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Figure 1-2: Container Traffic Forecast for the Port of Vancouver
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Source: Vancouver Fraser Port Authority (2021) Vancouver Fraser Port Authority View on Container Forecast Volumes: 2020-2060
Container Forecasts

This growth can be attributed to several factors that include the increasing competitiveness of Canadian
ports over American ports, the acceleration of e-commerce during the COVID-19 pandemic and the
general trend of companies looking to diversify their supply chains to be less dependant on China in
response to rising political tensions. These trends are driving more container traffic to the region. The
recently completed Centerm Expansion Project and South Shore Access Project, coupled with projects
like Roberts Bank Terminal 214 in Delta are being pursued to address long-term capacity requirements.
CN is also investing heavily in new infrastructure like sidings, rail cars, and other improvements to
increase the capacity of its system.

1.3.2 Types of Demand

The type of uses for industrial sites continues to evolve. Properties that previously were reserved for
heavy manufacturing factories now accommodate demand from occupiers in industries such as
construction services, film and digital entertainment, arts and culture, manufacturing, and mini
storage/warehousing. In response to these new uses, industrial properties have modernized with
increased ceiling heights, accommodation for additional parking, significant power capacity and
sustainability features. The following section provides a summary of the new types of demand facing the
industrial market.

4 See https://www.robertsbankterminal2.com/
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Transload and Cross Dock Facilities

Transload facilities are logistics facilities where goods are transferred from one mode of transport to
another. Transload activities include moving containers from rail cars to trucks, loading bulk items into
containers, and vice versa. According to a report by the Port of Vancouver, the majority of local import
traffic (over 50 per cent) is transloaded into domestic containers.® Increasing terminal capacity will put
additional pressure on the supply chain and generate more need for transload facilities. However, many
exporters are reporting a shortage of empty containers as COVID-19 recovery moves ahead in the short
term. Transload facilities will be looking for steady sources of empty containers as they look to get
Canadian goods to market. In 2022, over 1 million TEUs of empty containers were exported from the Port
of Vancouverd a 15 per centincrease from 2021.2*Canadad6s | argest port experienc:
decrease in TEUs of imported empty containersd as only 9,235 TEUs of containers out of the total over
1.8 million TEUs inbound were unladen.

Cross-dock facilities are specialized warehouse logistics buildings where products are received in bulk,
then consolidated with other products for shipments to common delivery destinations. Cross-docking
provides an advantage for manufacturers that ship directly to retailers with little time in between. Cross-
docking improves efficiency, reduces the need for long-term warehouse space and reduces the risk
associated with inventory storage (i.e., damage, loss, theft, or lifecycle). Ultimately, cross-docking
systems reimagine warehouses as facilities where goods move through instead of places where goods
are stored, adding speed to the supply chain.

E-logistics / Last Mile / Micro Logistics

The rise of e-commerce has accelerated general consumer expectations related to online retail shopping
and associated delivery. This fundamental shift in consumer retail has highlighted a growing need to
improve last mile delivery infrastructure in terms of vehicles, technology, warehouse space, and suitable
industrial land. Key trends related to the industrial land needs generated by e-commerce include the rise
of micro distribution hubs where operators convert spaces within urban environments (i.e., storefronts,
parking garages, Class B office space) to small-scale warehousing that can be as small as 600 to 1,000
square feet. These facilities play a crucial role in expediting the delivery of goods and meeting
consumer/customer demands. Micro distribution hubs have the potential to reduce emissions as they can
encourage the adoption of decarbonized modes of transport for delivery. As demonstrated by the New
York Microhubs Pilot, goods are transloaded from large freight vehicles to vehicles producing less
emissions (smaller, electric, low-emission) or human-powered modes of transport such as cargo bikes.”

New Warehouse Forms

The nature of logistics warehousing is changing. The buildings are becoming larger, taller and more
efficiently organized. Trends influencing warehouse design offer a glimpse at these future workspaces
and reflect the changing nature of the demand itself. Key trends related to the built form of new
warehouses include the move to higher ceiling heights 36' to 40', multi-storey warehousing, and
sustainable warehousing. Multi-storey warehousing is a design that can alleviate the industrial space
shortage as the vertical structures are intended to maximize floor space. A multi-storey warehouse
typically has several ramps and access bays for loading and unloading cargo allowing each storey to
operate independently.® Sustainable warehousing describes a movement to improve logistics buildings'
environmental sustainability and emissions performance (electrification, passive systems, blue/green
infrastructure, etc.). Demand for sustainable warehouses is anticipated to continue growing while

15 hitps://www.portvancouver.com/wp-content/uploads/2021/03/WSP-container-forecast-final-report.pdf
16 https://www.portvancouver.com/wp-content/uploads/2023/04/2022-Stats-Overview. pdf

7 https://www.nyc.gov/html/dot/downloads/pdf/microhubs-pilot-report.pdf

18 hitps://constrofacilitator.com/canadas-first-multi-storey-distribution-center-construction-completed/
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associated costs for more sustainable materials are decreasing.'® Companies can also benefit from lower
operating costs associated with reductions in energy consumption and water usage in green buildings.

Manufacturing

Manufacturing is adapting to new technologies, with increased digitization, and now, the rise of artificial
intelligence (Al). There is also a trend, following the supply chain issues seen during the COVID-19
pandemic of decentralization of location, which aims to bring production closer to the end-user. This trend
means that companies need industrial lands and buildings closer to city-centers which are often in scarce
supply. While not a new trend, there is a renewed emphasis on sustainability in manufacturing, from
removal of fossil fuels to sources of input products (beyond just the physical warehouse or production
facility). Finally, and not specific to the industry, is the trend in skills development for dealing with
workforce scarcity (a major issue in many industries post pandemic).2°

Film and Digital Entertainment

A growing demand segment is the film and digital entertainment sector, which, in the case of Metro
Vancouver and other regions, has been a growing user of industrial space. This sector seeks warehouses
and other industrial space that is easily converted for various uses or has enough space for changing
sets.

Major names in the industry such as Disney and Netflix are taking up space in the region, competing for
the scarce industrial land/buildings available. In 2022, Netflix extended its lease agreement for studio
facilities by five yearsd maintaining a large presence in Metro Vancouver for the foreseeable future.?! The
COVID-19 pandemic intensified the competition for industrial space as streaming platforms grew and
subsequently the need for filming spaces increased.?? With over 2.8 million square feet of stage space in
British Columbia, the province has one of the highest concentrations of production facilities in Canada.?3
However, studio space is a small percentage of the total inventory of industrial space in Metro
Vancouverd approximately 1 per cent in 2017.24 Production companies and studios are competing with
traditional industrial space users as the larger spaces suitable for traditional warehouses often satisfy the
size requirements for production. A Colliers report on the industry noted that industrial space used by the
sector is a mix of studio construction, conversion of existing buildings, and a number of shorter-term
leases of existing industrial space.?®> Purpose-built film production facilities in Metro Vancouver are
growing with one of Canada6s | ar ge sandssheduledtoopeminst ruct i o
2024.26 The industry has grown significantly over the last ten years, with the value of production in British
Columbia more than doubling over that period to almost $3.7 billion.?” The industry will continue to need
production space, competing with the more traditional uses of industrial land.

19 Prologis (2023) https://www.prologis.com/news-research/global-insights/seven-supply-chain-predictions-2023#P7

20 Forbes (2023) The Top 5 Manufacturing Trends in 2023

2 Dailyhive (2022) (https://dailyhive.com/vancouver/martini-film-studios-netflix-langley-vancouver

22 CBRE (2020) https://www.cbre.com/insights/articles/lights-camera-action-for-sound-stages

2 Creative BC (2022) https://creativebc.com/services/provincial-film-commission/industry-services/production-infrastructure-
resources/stages-studio-facilities/

24 Colliers Canada (2017) Spark Report: The B.C. Film Industry and Industrial Real Estate https://www.collierscanada.com/en-
ca/research/spark-report-bc-film-industry-industrial

% Colliers Canada (2017) Spark Report: The B.C. Film Industry and Industrial Real Estate https://www.collierscanada.com/en-
ca/research/spark-report-bc-film-industry-industrial

% Dailyhive (2022) (https:/dailyhive.com/vancouver/martini-film-studios-netflix-langley-vancouver

27 Canadian Media Producers Association (2022) Profile 2022 https://cmpa.ca/wp-content/uploads/2023/08/Profile-2022-EN_v4.pdf
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Construction Services

As construction services, and construction generally, continues to grow post COVID-19, the industry
follows similar trends as manufacturing, with increases in digitization, workforce scarcity, and
sustainability initiatives. This means this form of demand looks for industrial space for warehousing,
among other purposes.

1.3.3 Other Trends

Different Tenures - Ownership/Leases/Warehousing as a Service

The logistics sector's evolving nature also highlights the need for flexibility in how companies occupy
logistics space. High costs have operators looking to find ways to save money on space. Where many
companies traditionally may have signed a long-term lease or own logistics space outright, some are now
exploring the potential for On-Demand Warehousing, warehousing as a service and different forms of
leases. Elastic logistics is the term used to describe the ability to scale operations as needed. The
COVID-19 pandemic created a huge surge in online ordering, increasing the demand for logistics space
and last-mile services. This approach is most attractive to smaller operators but can be helpful for larger
retailers with seasonal changes in demand for their products. However, land ownership is still attractive
for larger or long-term operations as it can reduce risks associated with increasing land prices or as part
of a logistics space portfolio.

Automation

Warehouse automation is increasingly changing the function and capacity of logistics and warehousing
space. Emerging automation technologies can assist with inventory, re-stacking and retrieval, mostly
made possible by advancements in robotics. The expansion of automation technologies can have vast
impacts on the utilization rates and operating costs of warehouses, including self-driving vehicles that can
park themselves, automated storage and retrieval, or automated pallet re-stacking organization.
Increasing automation can reduce warehouse operating costs. However, significant numbers of people
will still be needed to run, monitor, and manage these systems. Jobs in highly automated warehouses will
remain fast-paced, require staff training to make the best use of new technologies, and will be supported
by robust warehouse management systems (WMS). However, the up-front costs of automated
technologies can be prohibitive even for large companies. One cost component that can be significantly
higher is related to site preparation in regions with seismic issues or soft soil (such as Metro Vancouver).
This can be a disadvantage to other regions for this type of development. The prohibitive costs have
spurred some purveyors of automated systems to offer their products at a reduced upfront cost for a cut
of the facility's operating revenue.

1.4 Report Outline

The remainder of this report is outlined as follows:

A Section 2 provides an overview of the status of industrial lands in the region, including best practices
for industrial lands in similar regions.

A Section 3 provides a brief introduction to economic impact and details the economic impact

methodology used to compute the economic impact of the critical shortage of industrial lands in the
region.
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A Section 4 summarizes the industrial lands policy review.
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2 Industrial Lands in Metro Vancouver

2.1 Current Situation in Metro Vancouver

The following sections outline the trends in industrial lands for Metro Vancouver, including rental rates,
land sales, vacancy rates, absorption, and the current inventory of vacant industrial lands in the region.
Where available, trend statistics are compared to other major cities in Canada, and coastal cities in the
United States.

The Regionds Land Short
in Might be the Better Business Option

A business representing approximately 25% of
container storage in the region was considering
selling the business, but in the end sold the land
and closed, during one of the worst container
imbalances in history. It is a difficult balance

between the value of the land and the value of
continued operations. The result was the federal
government investment of $4.1 million, to
facilitate construction at the site, that was used
temporarily for storage for containers in the
region.

2.1.1 Industrial Statistics and Comparisons to Other Markets

The issues associated with the industrial land shortage in the Metro Vancouver region are shown clearly
in the data compared to other major Canadian cities as well as US and international comparators.

Vacancy and Rental Rates

Vancouver is in a difficult position for growth/future potential compared to

other regions across the country and in the United States in terms of Currently in the Metro
industrial lands. Vacancy rates are below 1%, and availability rates are Vancouver region,
below 2%.%8 At the same time, lease rates? are at an unprecedented high | @Pproximately 250-300
(which has persisted for 12 years), a result of the capacity issues and an acres per annum of

inability to source suitable land for large scale development. In real terms, industrial land is needed
average quarterly lease rates have increased 8% per year since 2010, and | 0 Ssupport various

15% per year since 2017, when rates began to steeply increase. While industrial activities in the
rates have also grown in other markets in the country, particularly region.

throughout the COVID-19 pandemic time period, hone have grown to the
level of Vancouver. The only compared city with higher lease rates than

28 vacancy rate measures the percent of space that is vacant, while availability rate measures the percent of space that can be
made available (e.g., vacant plus potential subleases).
2 As measured by net asking rent. Data provided by CBRE.
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Vancouver (as of the end of 2022) was LA-Long Beach.2° Vancouver has the highest real net asking rent
amongst the Canadian cities in the comparator set (see Figure 2-5).

Figure 2-1: Vacancy Rate (2010-2022)
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Figure 2-2: Vacancy Rate i Q4 2022
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30 For LA-Long Beach, the significant increase in rental rates over the last year is due largely to an incredibly low availability
rate/vacancy rate in the area, and the drive for close proximity to port and transportation infrastructure due to the high cost of
drayage. Source: CBRE Analysis.
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Figure 2-3: Vacant Space i Q1 2023
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Figure 2-4: Historical Lease Rate Growth i Vancouver
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Source: CBRE
Note: Axis starts at $5

Figure 2-5: Historical Real Lease Rate Growth 7 All Comparators
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Cost of Land

The cost of land in Vancouver has increased significantly, almost tripling over the last 5 years (Figure 2-
6). And the land scarcity is evident from the steady decrease in the number of sales since 2017 (136

down to 31 in 2022).

Figure 2-6: Achieved Average Raw Industrial Land Value - Vancouver
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When compared to other cities in the country, Vancouve.
comparable cities, with the uptick beginning in 2015. Since 2020 alone, the average land price in

Vancouver doubled in real terms (see Figure 2-7). Given there is an available land crunch in the Metro

Vancouver region, it is also not surprising to see similar issues in the residential real estate market. As

shown in Figure 2-8, there has been a steady rise in average housing prices in the region, and across the

country. Up until 2022, Greater Vancouver had the highest residential housing prices in the country, well

above the national average, however the Greater Toronto region has now reached the same level. The

upswing in prices in the Metro Vancouver region began in 2015 for both industrial and residential land,

both almost tripling in value. There are clearly competing uses for land in the Metro Vancouver, and all

land is at a premium in the region.

Figure 2-7: Real Average Industrial Land Price
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Figure 2-8: Average Residential Benchmark Home Value
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Space Availability and Absorption

The issues here are not simply due to a lack of adding any new square footage to the supply of industrial
space in the region i but not enough space has been added in time to keep up with demand. This is for a
variety of reasons, including land price, land availability/suitability, and lengthy approval process, among
others. As shown in Figure 2-10, net absorption3! in the Metro Vancouver region has varied significantly
over the past 12 years, although largely positive over the time period. As of Q1 2023, net absorption is
around 661,204 sq ft, which is in line with the limited availability and vacancy rates in the region.3? There
is a supply and demand imbalance in Metro Vancouver, and in other regions as well (all comparable cities
also show a net positive rate).

The issues are evident and compounding i as land scarcity increases, prices go up, leading to less
development, less new square footage added, and higher lease rates. In the end, these increased costs

31 Net absorption is a measure of the change in occupied space. A positive net absorption figure indicates that more space was
occupied than made available.
%2 CBRE (2023) Vancouver Industrial Figures, Q1 2023
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will mean higher costs for customers, as businesses will either have to pay higher prices to stay in the
Metro Vancouver region, or locate elsewhere, adding transportation and environmental costs.

Figure 2-9: Availability Rates3
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Figure 2-10: Net Absorption
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CBRE reports on industrial statistics for marine port regions around the world.3* Common amongst the

worl dés major and growi ng pland,tincreasiny reot prges,jasdnewv | ack of
capacity pre-leased before it is completed. In areas such as the UK and Shanghai, vacancy rates are

higher than that seen in Vancouver (and other North American port cities). In general, rental rates have

been increasing, demand continues to increase (to keep up with the increase in demand for e-commerce

33 Availability rate is a measure of the currently available (vacant) and soon to be available space (where leases are soon to expire).
34 CBRE (2022) Global Seaport Review
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