
City of Nanaimo 

REPORT TO COUNCIL

to con
DATE OF MEETING: 2013-OCT-07

AUTHORED BY: BILL CORSAN, MANAGER, REAL ESTATE

RE: 100 GORDON STREET -  ACCEPTANCE OF PROJECT UNDER “REVITALIZATION TAX 
EXEMPTION BYLAW 2011 NO. 7143”

STAFF RECOMMENDATION:

That Council accept the proposal presented by SSS Manhao International Tourism Group for 
the hotel at 100 Gordon Street under “REVITALIZATION TAX EXEMPTION 
BYLAW 2011 NO. 7143”.

PURPOSE:

The purpose of this Staff report is to obtain Council approval to accept the SSS Manhao 
International Tourism Group’s hotel proposal at 100 Gordon Street under “REVITALIZATION 
TAX EXEMPTION BYLAW 2011 NO. 7143”.

BACKGROUND:

At the Council meeting of 2013-JUL-22, the following resolutions were passed with regard to the 
sale of the City-owned property at 100 Gordon Street for a hotel to anchor the Vancouver Island 
Conference Centre (VICC.

That Council:

1. accept the Offer to Purchase, dated for reference 2013-JUN-19 (the “Offer”), from 
SSS Manhao International Tourism Group (Canada) Co. Ltd. (“Manhao”);

2. authorize the Mayor and Corporate Officer to execute the Offer and deliver it to Manhao;

3. authorize Staff to do all such acts necessary to give effect to the Offer; and

4. authorize all further steps and proceedings contemplated by the Offer and authorize the 
execution and delivery of the closing documents (as defined in the Offer), in the form 
acceptable to the City Manager.

Two of the closing documents; the Development Permit and Revitalization Tax Exemption 
(RTE) Agreement require formal Council approval. Staff is returning to this meeting with the 
completed Tax Exemption Agreement requesting Council acceptance of the Manhao project 
under the Tax Exemption Bylaw.
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DISCUSSION:

The Manhao project af100 Cordon Street proposesa240-onlf hotel on 21 floors w lfha to fa l floor 
a re a o f 13,953m^ Thebu lld ing lnc ludesasw lm m ingpoo l, retail shops, gym and spa. The 
project Includes commercial units on the lower three floors and two restaurants on the 21^floor. 
The design lncludes2overhead pedestrian connectlons-one to the VICC and the otherto Piper 
Parl^.

A m ore  detailed description of the project is available in the accompanying Staff report on this 
evening’sagenda-Developm ent Perm it3 5 4 ^1 0 0  Cordon Street.

The C ffe rtoP urchase  approved b y C o u n c ilo n  201 3 -JU L -22se tou tan um b e r of conditions 
precedent that must besatisfied by both the City and Manhao prior to the transfe ro f the 
property. The conditions are to be removed bySl^ey dates.

Removal Date: 2013-AUC-22
D Manhao to be satisfied with title; and 
D Manhao to review documents associated with property.

Removal Date: 2013-CCT-21
D Manhao’ssatisfaction with the results of due diligence relating to services,
D Manhao’s satisfaction of the environmental condition of the lands;
^ Manhao’s satisfaction that it will be able to create strata lots;
D Manhao’s satisfaction that it will be able to enter in toaT ax Exemption Agreement;
 ̂ completion o fa R ig h t of First Negotiation to allow Manhao to enter in toaM anagem ent 

Agreement for the VICC should the existing manager be terminated;
D Parking Agreementfor 255 non exclusive parking spaces at VICC;
 ̂ Option to Purchase by City should project not commence construction within 13months;

^ development covenant to ensure building is constructed w ith in3 yea rs  and is rated as 
4diamond or better;

^ walkway easement to VICC; and 
D easement to Piper Parl^.

Removal Date: 2013-DEC-20
 ̂ Approval o fthe  development permit.

The objectives of the RTE program are to:
D encourage new hotel and motel investment in the City of Nanaimo;
D promote a higher standard of overnight accommodations and enrich the visitor’s 

experience while staying in the City of Nanaimo; and 
D generally reinforce the City’s commitment to the long-term  development of the tourism 

industry.

The program is applied to all major renovations, additions, demolition and rebuild and new 
construction associated with hotels and motels. The R T E o n ly a p p lie s to th e m u n ic ip a lta x  
portion and only applies to the increase in assessment resulting from the capital improvement. 
The programs runs foram axim um  length o flO yea rs .
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The Manhao project will be the first hotel project to be applied under the RTE program. A copy 
of the complete RTE Agreement is located in Attachment A.

Strategic Plan Considerations
The disposition of this parcel of land meets a number of the key priorities identified in the 
2012-2015 Strategic Plan, including;

Strategy
Taking
Responsibility

Potential Strategies and/or Initiatives
• Continuing to facilitate change and overall development consistent 

with vision and plans; taking action steps to be a catalyst or 
investment in the City’s future.

Community Building 
Partnerships

Successful City Initiative
• Commitment to collaborate with organizations and groups to 

explore how the City can become one of EC’s most successful 
cities.

4 Sustainability 
Pillars -  Ongoing 
Commitments to 
Policy, Goals and 
Action Plans

Economic Health
• Support for Nanaimo Downtown Plan
• Completion of Vancouver Island Conference Centre and 

incentives to conference hotel development.
• Hotel Revitalization Tax Exemption

Respectfully submitted,

Bill Corsan 
MANAGER,
REAL ESTATE ,

Ian Howat
ACTING GENERAL MANAGER 
CORPORATE SERVICES

CITY MANAGER COMMENT:

I concur with the Staff recommendation.

2013-SEP-26 
LD001167 
WC/tl



RevitalizationTax Exemption Agreement

THIS AGREEMENTdated for reference the t^day of October,2013is 

BETWEEN:

SSS MANHAO iN7ERNA7iGNAL7GURISM GROUP (CANAOA)CG.LTO.
Suite 270,107110ambie Road 
Richmond,B.C.
V0X3G5

(the “Owner”)

ANO:

Oi7Y OP NANAIMO
455 Waiiace Street 
Nanaimo,B.O.
V9R5J5

(the“Oity”)

GIVEN7HAT:

A. The Owner is entitled to become the registered owner in fee simple of lands in the Oity of 
Nanaimo located at 100 Gordon Street, legally described as Parcel Identifier: 025-125-002, 
L o tA S e c tio n l Nanaimo District and of the Bed of the Public Harbour of Nanaimo Plan 
EPP50515(the “Parcel”);

B Oouncil has establlshedarevitalization tax exemption program and has included within the
Oity ofNanaimo “REVITALIZATIONTAX EXEMPTION BYLAW 2011 NO 7145” the
designation ofaland use zonewhich includes the Parcel asarevitalization area; and

0. The Owner proposes to construct new improvements or alter or renovate existing
improvements on the Parcel as described in Appendix “A” attached to andforming part 
of this agreement (the “Project”) and has appliedto the Oityto take partinthe revitalization tax 
exemption program in respect of the Project and the Oity has agreed to accept the Project 
under the program;

THIS AGREEMENT is evidence that in consideration of the promises exchanged below, the Owner 
and the Oity covenant and agree each with the other as follows:

1. In this Agreement, the following words have the following meanings:

a. “Assessed Value” means the BO Assessment Authority land and improvements 
assessed value of the parcel subject to an Agreement for the purposes of calculating 
property taxes;

b. “Baseline Assessment” means the BO Assessment Authority’s last published land and 
improvements assessed value immediately before the commencement of the Project;

c. "Bylaw” means City of Nanaimo “REVITALIZATION TAX EXEMPTION BYLAW 2011



NO. 7143” as amended from time to time or Including any subject amendments thereto;

d. “Project” meansarevitalizatlon project onaParcel involving the construction o fanew  
improvement, alteration or renovation of an existing improvement, which meets the 
requirements of the Bylaw, and the construction of which is begun after an application 
fora7ax Exemption has been submittedto, and approved by, Council;

e. “Renovation” means capital improvements that achieve any one or more of the 
following: adds services; adds rooms; Improves the quality of the stay for the visiting 
public;

f. “Tax Exemption” meansarevitalization tax exemption determined in accordance with 
the Bylaw;

g. “Tax ExemptlonCertificate” meansarevitalizationtaxexemptlon certificate issued by the 
City of Nanaimo pursuantto the BylawandtheCommunffyC^arfer.

The Project-TheCwner will use its best efforts to ensure that the Project is constructed, 
maintained,operated and used Inafashion that will be consistent with and will fosterthe 
objectives of the revitalization tax exemption program, as outlined In the Bylaw Without 
limiting the generality of the foregoing, the Cwner covenants to use its best efforts to ensure 
that the Project will operate as at leastafour-diamond hotel undertheCAA/AAA diamond 
rating system in accordance with the development covenant to be granted by the Cwnerto 
the City and registered on title to the Parcel at the time the Cwner acquires title to the 
Parcel (the “Development Covenant”).

Cperation and Maintenance of the Project-Throughout the term of this agreement,the 
Owner shall operate,repair and maintain the Project and will keep the Project inastate of 
good repair asaprudent owner woulddo.

RevitalizationTaxExemption^Bubjectto fulfillment ofthe conditions set out in this agreement 
and in the Bylaw,the City shall issuearevitalization tax exemption certificate to the British 
Columbia Assessment Authority entitling the Owner toaproperty tax exemption in respect 
of the propertytaxesdue(not including local service taxes)in relation to the improvements on 
the Parcel ( th e “Tax Exemption”) for the calendar year(s) set out in this agreement The 
Tax Exemption Certificate shall be substantially in the form ofAppendix“B”, which is attached 
to andforms part of this agreement.

Conditions-The owner must fulfill the following conditions before the City will issuea7ax 
Exemption Certificate to the Owner in respect ofthe Project:

a. the Owner must complete the purchase of the Parcel in accordance with the terms of 
the Offer to Purchase between the Owner and the City dated for reference June19, 
2013;

b. the Owner must obtainadevelopment permit from the City for the Project on or before 
December 20,2013;

c. the Owner must complete or cause to be completed construction of the Project inagood 
and workmanlike fashion and in strict compliance with the development permit attached 
hereto as Appendix “C”;



d. theProjectm ustbeoffic ia llyopenedandoperatingasatleastafour-d iam ond hotel 
under the CAA/AAA diamond rating system In aooordanoe with the Development 
Covenant (the“ExemptUse”)andtdr no other use, by no laterthan June 20, 2013;

e the completed Projectmust substantially satisfy the performance criteria set outln 
the Development Covenant , as determined by the City’s Land Use Manager or 
designate, In his or her sole discretion, acting reasonably.

Calculation of Revltallzatlon7axExemptlon^The amount of theTax Exemption In each 
year shall be equal to that part of the municipal portion of property taxes calculated by 
deducting the Baseline Assessment from thecurrentAssessed Valueandapplylngthe 
difference to the current municipal tax rate.

Term of^axExemptlon^Provlded the requirements of this agreement,and of the City of 
Nanaimo RevltallzatlonTax Exemption Bylaw N o .7143 are met,theTax Exemption shall 
applyto taxation In the year following Issuance of theTax Exemption Certificate (unless the 
Tax Certificate Is Issued after October 3 1 ,In which case the7ax Exemption shall apply to 
the second taxatlonyearfollow lnglssuanceoftheTax Exemption Certificate), and shall 
continue fora term oflO years,un less theTax Exemption Certificate Is cancelledpursuant 
to sec tlon H o f this agreement.

Compliance with Law s-The Cwner shall construct the Project and,at all times during the 
term of theTax Exemption or any renewal term,use and occupy the Parcel forming part of 
the Project Incompliance with all statutes, laws, regulations, bylaws and orders of any 
authority having jurisdiction and, without limiting the generality of the foregoing, all federal, 
provincial, or municipal laws or statutes or bylaws, Including all the rules regulations policies 
guidelines criteria or the like made under or pursuant to any such laws.

Bubdlvlslon under B tra taP ropertyA ct^ lf the Cwner deposltsastrata plan In the Land 
Title Office under the ^ fra faFroperfyActtha t Includes an Improvement on the Parcel 
Included In the Project, then theTax Exemption shall be prorated among the strata lots In 
accordance with the unit entitlement of each strata lot for:

a. the current and each subsequent tax year during the currency of this agreement If the 
strata plan Is accepted for registration at the Land TtleCfflce before May1;or

b. for the next calendar year and each subsequent tax year during the currency of this 
agreement If the strata plan Is accepted for registration at the Land TtleCfflce after May 
1;

provided that any strata subdivision must comply with the terms of any Housing 
Agreement In relation to the Parcel or the Project which limits ability tosubdlvldethe 
Parcel orabulktlng on the Parcelunder the strata Property Act.

Representations and W arrantles-The Owner represents and warrants to the Dlty that the 
Owner Is the Owner of the Parcel for the purpose of property assessment and taxation.

Oancellatlon^The Oity may In Its sole discretion cancel theTax Exemption Oertlflcate at 
anytime:

a. on the written request of the Owner; or



b. effective Immedlatelyupon delivery ofanobceof cancellation to the Ownerlf at anytime 
any of the conditions In tbeTax Exemption Oertlflcate are not met.

If such cancellation occurs, the Owner of the Parcel for which the Tax Exemption 
Oertlflcate was Issued will pay to the Oity within 30 days of cancellation an amount equal to 
the percentage of the amount of anyTax Exemption equivalent to the percentage of the year 
remaining from the date of cancellation.

If the amount Is not paid under section 12,any amount unpaid will bear Interest atarate of 
1 0 ^  per month, compounded annually.

No Refund -  Porgreater certainty, under no circumstances will the Owner be entitled 
under the Olty’s revitalization tax exemption program to any cash credit, any carry forward 
tax exemption credit or any refund for any property taxes paid.

Notlces-any notice or other writing required or permitted to be given hereunder or for the 
purposes hereof to any party shall be sufficiently given If delivered by hand or posted on 
the Parcel,or If sent by prepaidregistered mall (Express Postjorlftransmlttedbyfacslmlle to 
such party:

a. ln thecaseofanotlceto theO lty,at:

OITY OP NANAIMO 
455 Wallace Otreet,
Nanaimo,B.O 
V9R5J5

Attention: Ian Howat 

Pax No:(250) 754-3253

b. ln thecaseofanotlcetotheO wner,at:

500 MANHAO INTERNATIONAL TOURIOM GROUP (OANAOA)OO tBfO
c/o Kahn ZackEhrllchLlthwIck LLP
Oulte 270 ,10711Oamble Road
Richmond,0.0
V5X3G5

Attention: PerrvO Ehrllch

Pax No (504) 270-3232

Or at such other address as the party to whom such notice or other writing Is to be given 
shall have last notified the party giving the same.

No A sslgnm ent^The  Owner shall not assign Its Interest In this agreement exceptto 
asubsequent owner In fee simple of the Parcel

Oeverance^lf any portion ofthls agreement Is held Invalid byacourt of competent jurisdiction, 
the Invalid portion shall be severed and the decision thatlt Is Invalid shall not affectthe validity 
of the remainder of this agreement.



18. Interpretation -  Wherever the singular or masculine is used in this agreement, the same shall 
be construed as meaning the plural, the feminine or body corporate where the context or 
the parties thereto so require.

19 PurtherAssurances-The parties hereto shall execute and do all such further deeds,
acts, things and assurances that may be reasonably required to carry out the Intent of this
agreement.

20. W alver^W alver by the Oity ofadefault by the Owner shall be In writing and shall not be
deemed to beawalver of any subsequent or other default

21 Powers Preserved-Thls agreement does not:

a. affector limit the discretion, rights or powers of the Oity under any enactment or at
common law,Including In relation to the use or subdivision ofthe Parcel;

b. affect or limit any enactment relating to the use or subdivision of the Parcel; or

c. relieve the Owner from complying with any enactment, Including In relation to the use
or subdivision of the Parcel, and without limitation shall not confer directly or Indirectly 
any exemption or right of set-off from development cost charges, connection charges, 
application fees, user fees or other rates, levies or charges payable under any bylaw of 
theGlty.

22. Reference -  Every reference to each party Is deemed to Include the heirs,
executors, administrators, personal representatives, successors, assigns, servants,
employees, agents, contractors, officers, licensees and Invitees of such party, whereverthe 
context so requires or allows.

23. Enurement ^  This agreement shall enure to th e b e n e flt of and be binding uponthe
parties hereto and their respective successors and permitted assigns.

IN WITNEB5WPIEREGP the parties hereto have executed this agreement as ofthe day and year
first above written

Executed by CITY OF NANAIMO byits authorized signatories:

Mayor

Corporate Officer

Executed by SSS MANHAO INTERNATIONAL TOURISM 
GROUP (CANADA) CO. LTD. by its authorized signatories:

Name:

Name:
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Revitalization Tax Exemption Agreement

LOCATION PLAN
Civic: 100 Gordon Street 

Lot A, Section 1, Nanaimo District and of the 
bed of the Public Harbour of Nanaimo, 

Plan EPP30518

Subject
Property



APPENDIX “B” to RevitalizationTax Exemption Agreement

Tax Exemption Certificate

In accordance with the City of Nanaimo “REVITALIZATION TAX EXEMPTION BYLAW 2011 NC 
7143“ (the “Bylaw”),and in accordance withaRevitalizationTax Exemption Agreement dated for 
reference the 1^day of October,2013(the”Agreement”) enteredinto between the City of Nanaimo 
(the ”City“)andSSBMANHAOINTERNATIONALTOLIRIBMOROUP(CANADA)CO LTD (the 
“Owner”),the registered owner(s)of the lands located at100 Gordon Street,Nanaimo,B.C..legally 
described as Parcel Identifier: 025-125-002,LotAS ection l Nanaimo District and of the Bed of the 
Public Harbour of Nanaimo Plan EPP50515(the “Parcel”):

This certificate certifies that theParce lis  subject toarevitalizatlontaxexem ption equal to the 
current assessed value of the improvements on the Parcel, minus the assessed value of
improvements on the Parcel Immediately before________________ , multiplied by the municipal
rate of tax in  effect for C lass05^Business/O ther,for each of thetaxation years 20 to20__
Inclusive.

TheTax Exemption is provided under the following conditions:

1. The Cwner does not breach any term, condition or provision of, and performs all obligations 
set out in, the Agreement and the Bylaw:

2 The Cwner has not sold all or any portion of his or her equitable or legal fee simple interest
in the Parcel without the transferee taking an assignment of the Agreement, and agreeing 
to be bound by it;

5 The Cwner,orasuccessor in title to the Cwner,has not allowed the property taxes for the
Parcel to go into arrears or to become delinquent,

4 The Exempt Use(as defined in the Agreement) of the Project is not discontinued:

5. The Agreement Is not otherwise terminated.

If any of these conditions arenot met then the Councilof the City of Nanaimomaycancel this 
RevitalizationTax Exemption Certificate. Ifsuch cancellation occurs, the Cwnerofthe Parcel, ora 
successor in title to the Cwner as the case may be, shall remit to the City an amount equal to the 
value of the exemption received afterthe date of the cancellation of the certificate.



APPENDIX "C” to Revitalization Tax Exemption Agreement 

Development Permit for the Project 

See DP000854 approved by Council 2013-OCT-07


