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2020 April 27

Council Innovation Fund Application for Downtown Accelerator Program - 1
Million Square Feet

EXECUTIVE SUMMARY

Councillors Farrell and Woolley are sponsoring this application to the Council Innovation Fund
that will be managed through the Calgary Downtown Association with the release of City funds
to be overseen by Calgary Growth Strategies, Planning and Development. The application is
seeking $250,000 to support a lease accelerator program in the downtown. The Council
Innovation Fund (CIF) amount would be matched by private sector contributions, providing a
total of $500,000 for start up and operational costs for the program. Private investment, mostly
in leasehold improvements, is anticipated to generate more than $500,000 in construction value.
The proposed program goal is to fill empty building space with permanent leases by the end of
the 18-month program.

This initiative is even more pertinent with the current global COVID-19 pandemic. The sweeping
closures required to reduce the spread of the pandemic will cause the permanent closures of
some business. These more recent closures will only amplify the previous critical situation of
vacant retail spaces and diminished office space opportunities. Post pandemic, the 1M program
would support the comeback of commercial services and public activity back to the downtown.
The program would support new businesses by providing easier access to vacant spaces with
temporary and flexible lease agreements, coordination of commercial offerings across the pilot
area to test concepts that are integrated and complementary, with program assistance to
facilitate terms with landlords to create long term leases and space improvements.

The Calgary Downtown Association and Makespace Group Inc. would lead the lease space
accelerator program. This program aims to activate one million square feet of retail and amenity
space in the downtown through a curated mix of pop-up, special events and entrepreneur
development programming. The deployment of many of these tactics would need to wait until
post pandemic, when more regular commercial access resumes. The program has three main
objectives: accelerate and cultivate tenants into long term leases; change the image of
downtown to a place of active and vibrant amenities; and, stimulate private investment into
buildings and leasehold space by facilitating collaborative lease agreements.

A funding agreement between the Calgary Downtown Association and the City of Calgary would
specify that this $250,000 would be only available for the accelerator program. Funds would be
released as the complementary match of private funds are secured. Initially, $100,000 would be
released, since the same amount has been secured to date by outside sources. Additional
funds from the requested $250,000 from the CIF would be released in a phased approach once
the previous funds spent had shown success; if results were not realized, the funds would be
returned to the Council Innovation Fund. To align with the Business Improvement Regulation,
the Council approved budget for the Calgary Downtown Association requires an amendment to
reflect management of the project fund, and this adjustment is reflected in the
recommendations.

Calgary Growth Strategies will submit an update report to the Chief Financial Office within 12
months of project completion detailing how the Council Innovation Fund grant was spent and
the outcomes of the program. The Chief Financial Office will submit the summary report to
Council through Priorities and Finance Committee, as per the Council Innovation Fund Terms of
Reference requirements.

Approval(s). Stuart Daigleish concurs with this report. Author: Kevin Barton
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ADMINISTRATION RECOMMENDATION:
That Councl:

1. Approve this appication to the Councll Innovation Fund for the Downiown Accelerator
Pragram - 1 Milllon Square Feet (1M, In the amount of $250,000;

7. Approve amendments to the Calgary Downiown Association's 2020 budget to reflect
expensas and associated grant revenue for the proposed project [(Aftachmeant 2);

3. Direct Administration to execute an agreement with the Calgary Downtown Association
that, among other ibems, Identifies that the Calgary Downtown Association is to only use
aporoved grant funds to cover the proposed project expenses; and,

4. Direct Administration to report back to the Priofties and Finance Committee on the
outcomes of this project by Q2 2022,

PREVIOUS COUNCIL DIRECTION ! POLICY

2020 Fedneary 2 Combined Councll Mesting, Report PFC2020-001 2 2020 Business
Improvement Ar=a Budgets and Enabling Sylaws, Councll approved the following
recommendation:

- Approve the proposed 2020 BIA budgets (Attachment 1) and authorize each BIA board
to amend its respective budget by: (a) fransferming amounts to or from a BIA board's
resarves, and (o) transfeming amounts between expendltures so long as the amount of
the total expenditures Is not Increased.

2019 October 07 Strategic Mesting of Councll, Repart C2015-1302, 3 presentation entiied
"Calgany's Comeback”, was distriuied along with 3 Verbal Report. The following was adopted;
that Counclt

- Recelve the verbal repart and presemntation for the Coporate Recond;

- DOirect the Mayvar and Coundllors Famkas, Gondek and Suthenand o work with the Sty
Manager on estaolishing parfomance management meaasures; and

- Dinect that the Closed Meeting discussions remaln confidential pursuant o Section 24
i Advice from officlals) of the Freedom of Information and Protection of Privacy A

2019 July 22 Combined Councl Meeting, Report PFC2013-0664, Councll approved the
Tnllll:u'lng recommendation:

- Direct Adminisiration to continue Implamenting the Downtown Strategy, as identined
through this repoet

2019 Aprll 01 Strategic Meeting of Council, Report C2015-0415, a presantation entitied
“Downtown Strateqy and Focus™ was ghven. Councll approved the folowing recommendations:

- Endorse the direction as presented (C2019-0415 - Downiown Sirategy and Focus);

- DOirect Adminisiration 1o proside an update on he furher desaiopment of 3 DNTIaT
Sirategy o the Prones and Finance Committes in 2019 July and Ooipher, and,

Approvain] Susr] Deigiesh concors » e recorl. AclPar Heen Bardon
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- For the July Prioftles and Finance Commiiites, Agministration further refinge tha
Downtown Strategy o Inciuge: heritage, safety, and competfive reseand.

BACKGROLND

Calgary's Comebadk Includes actions o faclitate revitalzing downiown with guidance from the
Downiown Strateqy, a sirategy that brings together chvic and community partners: through
coordinated and collabaraiive work guided by Calgary In the New Economy: An economic
sirategy for Calgary. Commitbed 1o making Ife bether every day for clizens, cushamers,
resldenis and businesses by focusing on four pllars:

1. Place - Buliding and supporting programming In the downiown that creates a destination
and expenence for all Calgarians and visiors 1o enjoy.

2. Work - Supporting the development of new and existing business In downiown Calgary
by ensurng ow policles and services swpport bisInass success In Calgary.

3. Live - Ensuring that downtown |s 3 neighbourhood of cholce 1o reskde by providing the
amenities to enhance the quality of e for peopie Iing downbown.

4. Connect - Creating and managing the Trameworks and nebworks that connect peopie,
goods, Information and ldeas.

The proposed Downtown Accelerator Program - 1 Milllon Square Feet (1M, 3ims to achieve the
same gaals, with specific and thoughthul Implementation actions Tor the Place, Work and Live
pillars.

Recent amendments to the Land Use Bylaw Include new rules that are supportive of this
initiatve, Including, the permanent adoption of the Cantre City Enterprise Area (CCEAL The
CCEA was Instituled s a pliot in July of 2017 (30P2017) to make I easler for tanants and new
businesses 1o 52t up operations; and for bullding owners to make mprovemanis bo thelr
bulidings ta accommodate and atiract new tenants. The CCEA exempts a change of use In
mast of the downiown area from a Development Permit. WEhin a temporary period, ending July
2021, bullding additions and alerations within the CCEA do not to require a Development
Permit The new uses of Pop-Up and Intadm Uses added to the Land Lise Bylaw {June 2019
Bylaw 42P2019) aliow Uses hat have a low bo moderate Impact on sumounding areas to use
commercial space for pop-up and Interim perlods without a Developmant Parmit. All these Dylaw
changes support Niewnlity to pilot concapts and deliver these ldeas to the leasehold spaces
guickly. The Calgary Downtown Association and the Makespace Group have bullding owners
willing to create 3 comprehensive test area that leverages these changes.

This application is imited In area, specifically chosen o align with existing amenitias and assets,
such as recant lobby and podium upgragies and access to LRT. The program aligns with
Councll and City efTorts focusad on enhancing Staphen Avenue, but It Is the Intention of the
prodgram to be transfesred to other commercia areas ﬂ'H'[H..El'IBLItﬂ'IE SoWTILOWT ONCE BUCTEEEES
are reallsed. Lessons leamed can uiimately be usad I other areas outside the downtown,

Approvalni Suse Deiglesh conoos w8 e ool Acfor Been Esrdon
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ncluding Maln Streets or Transt Orented Development areas, and could be used by other
Business Improvement Areas to curate new lease and amenity opportunities.

INVESTIGATION: ALTERNATIVES AND ANALYSIS

With |ob losses and sharp declines In office occupancy In the downtown commercial area, the
ablity of exdsting retall, restaurants, recreational amenlies and other commerndal 5endices to
remaln open |5 becoming mare of a challenge. As NoN-DMce DUsiNessas close, downtown
empioyess and visiors Rave fewer options and senvices to choose from, further regducing the
enjoyment and viablity of the downtown.

Innowation and assistance are required to change the cument sluation. Recent policy suppaort
and Land Use Bylaw changes have Increased flexibiity and reguced reguiatony bammiers, but
Innovation by the private sector Is also necessary to take advantage of these new opportunities.
This proposal prowvides a new approach, supported by new lease options, perfmance
evaluation and assisiance io estabish long fenm leases. The program will

. evaluate the existing offerng of commertial services In the first pllot area

+  geterning a complementary program of commercial sanices

+  reduce competing seqvices

' a=slsl with lease creation, docwmentation and terms

' test relall and restaurant [:[H"I-BE-F]IIE

' F'I'I:I'H’H]E m‘l’[}'m. and

' gvdluate shopasses D s2CUre H]I'g-tEI'I"H legseE,
Onoe successes Nave ean dentfied 3s 3 resyult of the g ram, 'mE'!f will b= Tansferabl= o
other areas of the dowm o, I.Ell'g ihe =ams ProCeEs.

Stakeholder Engagament, Research and Communication

The creation of Id2as and approaches in many emenging and new businesses are often
gynamic and outside tradiional practices. More and mare, start-up companies require 3 modem
approach to leasing, marketing and Niexibiity to access capital. The conventional methods of
propeTty owners, lease agents and City regulations can Imit the capacity of some new
businesses. Today, many employees are seeking a work place that provides 3 blended
experience of productive work ime and time to recharge and relax with 3 vanety of amenities.
An amenity-rich environment Simplemanis modem warker desires and atracts all Calgarians
and fpurisis to explore and enjoy an active downiown.

Project Goals and Actions

There are three primary goaks for the proposed downiDwn accelerator program - 1 Milion
Square Feet [1M):

1. Acceleraie and grow full tme tenamts

2. Change the Image of downtown

3. Spark and leverage private Investment

Fostering new tanants wil siart with an examination of the test area and the parficipating
bubdings. The program wil then map and curale 3 vislon for the anea, determine ideal uses and
activations and thén create short 12rm lease amangemants 1o accommodats Mese uses. The

Approvalsl Susr Daiglessh concors wB s recot. Aoior Faren Earlon
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program will also profotype tamporary retall and amenity Uses thus sUpporing bullding owners
and tenants ‘with leases, marketing and olher services.

This project will fund and faciiitate the relationshlp betwean the landiord and terant. | wil create
new tonls that alow swocassiul tEEtWI'EEFﬂ-E ta mowe Ine PEI'I'TI-EI'I'EI'III la3sas wiih associated
leasehald Improvemants. An overarching objective of the program s to bulld knowledge and
techniquas Mat allow more fexbillty In landordtanant agreaments.

Project Phases

Impiemmantation would Tocws on a project area with the support of saveral of the buliding oWnErs
and would be executed In two separate phases. The first project area Is concantrated on five
buldings (The Edison, Stephen Avenue Centre, Stephen Averue Place, Brookfeld Place and
the Alberta Block) from 9 Avenue S to 7 Avenue S babween Cenire Streat and 2 Street SW.
The project would have an 1E-month term, with two Individual cohors of lnants for the dellverny
and plkoting of commerclal services. This will eventually lead to some long-term leasing of
Space.

The P'I'EIF'I'.‘A'ZEII'E-EI was chosen becawse of the numiber of anchor oifice towers with I'E'ﬂE‘l'El-I}ﬂEﬂ
lobibles, the Interasting mix of histonic bulldings, access bo the LRT, concentrafion of indoor and

public spacas avallable for programming and the ongoing Future of Stephen Avenue project.
The rethink and redesign of Stephen Avenws was a key driver to choose this as 3 project area.

The recant Councll Innovation Fund request for The Future of Staphen Avente — Activate +
Experimant (PEC2020-0274) was approved by Councll 2020 April 06 for approval wil impiament
public realm actvations Mat wil complament Me tenant concent testing and leasahold

Improvements and acivities of the Downdown Accalerator Program - 1 Milllon Square Feet [1M).

1M will create an Invesiment and gowamance model, d=fine and gEI'ﬂ'IE'l' commiiments for tenant
SpAce With bullding pariners, detammine desired Uses and potential locations. Recrulment for
applications for prospective projects will DCCUT With the irst cohort, followed by a launch event
Lease space for the selected projects will be designed and bullt. Once In operation, the SUCCESS
of new business ventures will be monitored and evaluated. Long-term leases will be signed for
financialy viable ventures. Once the first cohort of businessas have ransitioned Into lease
agreements, the 5econd cohort wil use the experience of the first round 1o follow a simiar
gelvery method and Incorporate lessons leamed. It Is expectad that the second cohort would
begin in February or March 2021.

Sfrateglc Allgnment

The 1M proposal allgns with Calgary’s Comeback and the goals and objectives of the
Downiown Strateqy, s complamentany 1o the Future of Siephen Avenus project and s gukled
by Calgary In the New Economy: An economic strategy for Calgary. Recent Land Use Bylaw
updates have reduced regulatory bamiers and alowed Nexiolity to plot and test temporarny
buskness concepts. 1M will leverage this reduction In red tape io curate thowghtful retall and
amenity spaces In he 1281 area

Success of the proposal will b2 transferabie o other locations within the downioan. Futurs
bulidings and areas In the downtown can continue the program, support business growm and
prowide an atiraciive and desirable environmeni that will further atiract more office tenants. The

Approwainl Suerl Dsighesh concors o B e resort. AcBaor: Faren Bardon
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methods and approaches of the proposal can be a moded for other commencial concentrations
outside the downbown, such as Maln Streets or Translt Orfenied Devalopment aneas.

Soclal, Envircnmental, Economic (Extamal)

The proposed program aligns and aims bo action a riple botbom-ine approach that supports
small business start up and growth and Increase the attractiveness of the downiown for
potential oMce tenants. Cakgary needs to atiract new businesses and retain talent; the
gowntown has a high office vacancy rabe, which will llkely be further Impacted by the COVID-19
PEI'I-I]E'I"I"-E, ard e F'I'I:MH-EIH of commersial serdcas and amenites 15 mﬂll’lll’rg 3& The rumbsar of
empioyess In the downtown decreases. Fewar numbers of employees and visltors to the
gowntown I Impacting the vitality and atiractivenass of Me area

Soclal

The 1M program will provide more retall and ofher commercial services io the downiown and
will help to Improve e vitallty, aconomic viabillty and the vibrancy of the area. The new
businesses will fill vacant storefronts and will Intentionaily have dynamic and active Interfaces
With public spaces and sidewalks. More foot frafe, more activity and more vitallty In the project
test araa will attract more Calgariars and fourists bo vist the downtown and provide 3 safer
ervironment.

Enwironmental

Active and Interesting streets, plazas and sidewalks will promote walking and cycing as many of
the test concepts will Intentionally seck pedesiian nteraction. The Increased altractiveness and
comfiort of the sidewalks will llkely Increase the use of aiternate mades of avel o the
gowntown. This iImproved environment and LSage supports the goals of The Clty's Cydling and
Pedestrian Strategles.

Ecnomilc

Calgary's Comeback, the Downlown Strategy and the Fubure of Stephen Avenue project all
recognize and aim i address the cument chalanges Taced In the downiown, wheare low
gccupancy I office bulidngs resulted In 3 significant reduction In downtown workers, and
thereby reduced viabillty of retall and commencial business. This, along with an Increase In
social fisorder, Impacted the Image and atiractiveness of the downtown for growing the
commercial sacior.

Thiz program, In the Immediate term, actvates vacant commenzial spaces wih viorancy, \esIng
concepts sxpachsd to lead 10 long temm leases. Long temm leases Increase cash fow to bulding
DWMErE, INcrease the assessment valus of the lBase s0ace and contributs more revenus 1o the

City of Caligary. A sbronger, more active retall sechor In the downiown Increases the polential o

lease offca floor space since office tenants often seek the commenclal ameniies wihin or near
thelr buliding.

Financlal Capacity

As of 2020 April & the balance of the Council Inrovation Fund Is approximately 53.1M. This
appiication s a one-ime funding reguest of $250,000.

Approwaiin] Suerl Deigiesh concors o He regorl.  Acior. Faesn Barlon
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Current and Future Operamng Budgst:

it is antizipaied that the 5250,000 from the CIF will be matched by private secior comporate
SpONSArs, Incuding 550,000 from Makespace Growp Inc. and 550,000 from the Calgary
Downiown Association. This reguest would require matching funds from external pariners prior
1o releasing Chy funds. Funds will b2 refeased Incrementally, with an Initial release of $100,000
and the remaining funds released based on performance of the program.

The Council Innovation Fund will suppost operational and start-up costs for the program, staff
tima for supporting the activities, Including markeing, technoiogy, legal, design, Inventory and
gevelcpment of 3 1M project dashboard.

Calgary Growth Sirategies would provide oversight regarting me release of Chy funds based on

a funding agreement Detween The City and the Calgary Downtown Association. The operation
of the 1M program would be the resporesibiity of the Calgary Downiown Association.

Under the Business Improvement Area Reguiation (the Regulation), 3 Business Improvement
Area's budget must be approved by Councl. BIA 2020 budgets, Inciuding the 2020 budget
prepared by Cakgary Downtown Area's boand, were approved by Council on 2020 February 3 In
PFC2020-0012 2020 Business Improvement Area Budgets and Enabling Bylaws. Under the
Feguiation, a BIA board can only make an expendiure I the expense Is Included In the board's
budget and the budget has been approved by Council. As the proposed expendiures are
putside of the 2020 budget approved by Councl, this report recommends hiat Councl aporove
an amendment to the CDA's budget to Inciugde the proposad project expenditures as

In Attachment 2. Any project expendiures will be covered by related grant revenue and will not
Impact the presiously approved fotal expendiures approved by Councl for 2020,

Current and Future Capimal Budger:
Mo Impact on Chy of Caigary capital projects.

Rilak Assssamani

The downiown continues to struggie with Job losses and empty retall and ofice spaces. The
current glabal COWVID-19 pandemic will Ikzly further negatively impact this siuation. This
proposal ams 1o accelerate kease growth, test concapls and develop long temm leases that
uitimately Increase the amount of commendial services and the atractiveness for new office
tenants. The proposed program tesm ks 18 months to completion and requires eforts for

program s=t up prior to delivery therety highlighting the Importance of procesding with this work
a5 of Spring 2020.

Mot approving the funding wil imi the abikty of the private sector o take advantage of recent
Land Use Bylaw changes that support the ability %o pliot new concepts and occupy vacant
spaces quickly. The Calgary Downtown Associabion and Makespace Group have baliding
owners wiling to leverage thess funds with private investment and resources. This private
secior Investment is avalabée now and The City should support this private affort for Innovation.

There |5 a risk that approving the funding of the program may not dellver long tamm resuits for
longer term leases. While shor-tenm activabion will be beneficial, the long goal Is to secure
stable leasas. However, tis risk Is mitigated by the propesed funding agreement that will see

Approvmi(n] Susr Ueigissh concons » S e eeorll. AcPaor. Heen Bsrlen
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The CHy only reieass the entire amount upon a demonsiration of sUccess In a Nirst phase. The
first phase area leverages the upcoming temporary activations and long-term iImprovements for
the Stephen Avenue pilot program. EMorts of this work and of the Stephen Avente work
mutually suppodt common goals of atiracting Investment Into Me city’s downiown and have the
potential to ampilty each other's Impact

REASON(S) FOR RECOMMENDATION{S)-

The Downiown Sirategy alms to support the recovery of Calgany's downtown and this proposal
UEEE prvate secior Investment and leverages capachy of the loca Business Improvement Area
[Calgary Downiown Association) 10 revitalize commercial areas In a phased approach with
imited City invesiment that achieves many objectives of Council policy prionties.

ATTACHMENT(S)

1. Atzchment 1 — Application for Coundl Imnovation Fund Dowmiown Acoelerator Program — 1
KMillon Square Feet — CA030-04E3

2. Atachment 2 — Downiown Accelerator Program - 1 Milllon Square Faet | Year One Budget —
CRONH4E3

3. Alachment 3 — Lefters of Support — C2020-0453

Approyui(n] Suerl Ueigiesh concoms v he repol. AocPor. Baren Bsslen
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