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SUBJECT:  District Energy System Utility (Surrey City Energy) -
Agreements under the Early Adopters Policy

RECOMMENDATION
The Engineering and Finance & Technology Department recommends that Council:
1. Receive this report as information;

2. Authorize the General Manager, Engineering to enter into a partnering agreement with
Bosa Properties Inc., as attached as Appendix IlI, in support of the City’s District Energy
Early Adopters Policy; and

3. Authorize the General Manager, Engineering to enter into a partnering agreement with
Rize Alliance Properties, as attached as Appendix IV, in support of the City’s District
Energy Early Adopters Policy.

BACKGROUND

At its Regular meeting on June 7, 2012, Council adopted the recommendations of Corporate
Report No. Ri23; 2012 that introduced the District Energy System By-law (“the By-law”) and the
District Energy Early Adopters Policy (“the Policy”). A copy of the Policy is attached to this report
as Appendix I.

With a view to mitigating some of the initial additional costs of hydronic heating systems for
“early adopters” whose developments will likely be selling at the same time that the remaining
inventory of recently constructed residential dwelling units with conventional electric baseboard
heating are still for sale, the Policy provides that repayable financial assistance will be provided to
proponents of residential projects that qualify as “early adopters”.

This incentive is time-limited and will not be required as the market shifts more generally to
hydronic systems. The Policy provides financial assistance up to $1.50 per sq. ft. of dwelling unit
area will be provided but in any case such assistance will not exceed 50% of the cost premium
related to installing the hydronic systems in comparison to the cost of installing a conventional
electric baseboard heating system in the same dwelling units.



Although there is an additional cost for hydronic heating systems, development projects serviced
by district energy systems offer the following advantages:

1) they emit significantly less greenhouse gases in comparison to developments serviced by
natural gas make up air units and natural gas hot water heaters;

2) energy sources are flexible to minimize energy costs over time; and

3) they gain a significant financial advantage if the cost of electricity and natural gas
increases more rapidly than is currently projected.

The Policy defines an “early adopter” as a residential development project within Service Area A
or Service Area B with a floor area ration (FAR) equal to or greater than 2.5 that installs a hydronic
heating system and a hot water system that is immediately connectable to the City’s DE system.
Financial assistance will only be available so long as the floor area of the project combined with all
other projects that have been previously designated as “early adopter” projects is less than or
equal to a total floor area of 1,500,000 ft*and subject to a building permit being issued for each
such project within 3 years of the date of adoption of the By-law, expiring June 25, 2015.

DISCUSSION

Two applications for financial assistance have been submitted under the Policy. Application no.
11-0075 located at 10378 133 Street by Rize Alliance Properties and application no. 12-0349 at 13388
104 Avenue by Bosa Properties Inc., as illustrated in the map attached as Appendix II, have
recently submitted building permit applications which are currently under review. Both projects
are located in Service Area A as defined by the By-law, have floor area ratios greater than 2.5, are
in full compliance with the By-law and qualify as early adopters in accordance with the Policy.

As stipulated in the Policy, early adopters are required to enter into a partnering agreement with
the City to receive the referenced financial assistance. The following table summarizes the
amount of financial assistance that each project is eligible for:

Developer Address Residential Floor | Value of Scheduled

Area (sq. ft.) Assistance Occupancy Date
Bosa Properties | 13388 104 Avenue | 191,676 $287,514.00 January 1, 2017
Inc.
Rize Alliance 10378 133 Street 173,659 $260,488.50 March 1, 2017
Properties

Financial assistance will be provided to the project owners at the time of issuance of the
occupancy permit.

The draft partnering agreements are attached as Appendix IIl and IV. It is recommended that the
General Manager, Engineering be authorized to enter into a partnering agreement with each of
Bosa Properties Inc. and Rize Alliance Properties.




Eligibility of Future Projects as Early Adopters

The Policy provides that financial assistance is to be made available in accordance with the Policy
up to a maximum of 1,500,000 ft* for a period of 3 years following the adoption of the By-law,
which was formally adopted on June 25, 2012. As such, any project that has not been issued a
building permit by June 25, 2015, will not be eligible to receive financial assistance in accordance
with the Policy. At this time, staff estimate that two additional projects may qualify as early
adopters before the June 25, 2015 deadline.

Since the adoption of the By-law, hydronic heating systems are becoming more prominent in the
region and as such it appears that the cost premium associated with hydronic heating is
decreasing. In addition, by the time that these two projects are completed, there may be little to
no new residential dwelling units for sale in Service Area A that are heated by conventional
electric baseboard heating. As a result, staff do not believe there is sufficient merit to extend the
deadline for eligibility under the Policy.

Funding

Given the community carbon reductions that will be achieved as a result of the advancement of
the district energy system in support of the City’'s Community Energy & Emissions Plan, funding
for these incentives will come from the City’s carbon tax rebate. This model will support the
City’s move to becoming an energy-efficient community while reducing the impact on customer
rates to ensure a financially efficient rate model.

Legal Services Review

This report and the proposed partnering agreements have been reviewed by the Legal Services
Division.

SUSTAINABILITY CONSIDERATIONS

The implementation of a district energy system in the City Centre supports the Economic and
Environmental Pillars of the City’s Sustainability Charter under the following specific elements of
the Charter:

* ECS8: Energy security by promoting the use of low-impact, renewable energy sources and
promoting community energy solutions;

» ENu: Energy efficiency by incorporating alternative energy systems such as geo-exchange
and solar heating systems as potential heat sources; and

* ENio: Integrated Community Energy Master Plans by developing an Integrated
Community Energy Master Plan for the City Centre and by working with property owners
to promote and increase building energy efficiency through implementation of a district
energy system.



CONCLUSION

Based on the above discussion, the Engineering Department recommends that Council authorize
the General Manager, Engineering to enter into a partnering agreement with each of Bosa
Properties Inc. and Rize Alliance Properties in support of the City’s District Energy Early Adopters
Policy.

Gerry McKinnon Vivienne Wilke, CGA
Deputy City Engineer General Manager
Engineering Finance & Technology
VL/JA/JO/ras

Appendix I - Corporate Report No. R123; 2012

Appendix Il - Site Map - Development Application 11-0075-00 & 12-0349-00
Appendix III - Draft Partnering Agreement with Bosa Properties Inc.
Appendix IV - Draft Partnering Agreement with Rize Alliance Properties
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NO: R123 COUNCIL DATE:  June 11, 2012
REGULAR COUNCIL
TO: Mayor & Council DATE: June 17, 2012
FROM: General Manager, Engineering FILE: 5510-101

SUBJECT:  City Centre District Energy System By-law and Related Financial Assistance
Policy

RECOMMENDATION
The Engineering Department recommends that Council:

1. Authorize the City Clerk to bring forward for the required readings the District Energy
System By-law, 2012, No. 17667, which is attached as Appendix I to this report; and

2. Adopt the policy titled “District Energy Early Adopters Policy”, which is attached as
Appendix II to this report that will form the basis for the provision of financial assistance
to residential development projects that are constructed with hydronic heating systems in
support of the City Centre District Energy (DE) system.

INTENT

The purpose of this report is to obtain Council approval of a by-law and related policy that will act
to support the implementation of a District Energy System in the City Centre area.

BACKGROUND

At its Regular meeting on May 7, 2012, Council adopted the recommendations of Corporate
Report No. Ro89; 2012, a copy of which is attached as Appendix III. The recommendations of this
report support Council’s resolution related to that previous report.

DISCUSSION

In accordance with Council’s direction staff has prepared for Council’s consideration the District
Energy System By-law (the “By-law”), which is attached as Appendix I to this report.

The By-law is structured around the strategy of developing DE systems around each of the high-
density land use nodes in City Centre, which over time will become interconnected as each of the
nodes reaches maturity in terms of its development. The three core DE nodes are centered at
each of the three (3) City Centre SkyTrain stations.

At this early stage of DE implementation in City Centre, it is difficult to serve all development by
the DE utility; however, it is critical that hydronic systems be implemented in each new



development to facilitate its future connection to the DE system when the system becomes
available to the development.

Service Area

Staff have reviewed all active development applications within the City Centre area and
established the viability of a DE connection for each site based on 3 key criteria:

e proposed density;
e timing of development; and
e proximity to the three core DE nodes.

For the purpose of providing a clear indication to all land development applicants of the DE
requirements for their development, staff has established two distinct boundaries within City
Centre: these are illustrated as Service Area A and Service Area B on the map attached as
Appendix IV. These boundaries have been developed based on the Surrey City Centre Land Use
and Density Concept Plan approved by Council at its Regular meeting of July 25, 2011 (Corporate
Report No. Risi;201).

The boundary of Service Area A encompasses those lands within the City Centre that are
designated for high density development with a Floor Area Ratio (FAR) greater than 3.5. The
boundary of Service Area A includes a small pocket of low to medium density land between Old
Yale Road and 104 Avenue west of 133 Street. This pocket was included due to its immediate
proximity to the Surrey Central node. Developments within Service Area A with a build out FAR
equal to or greater than 1.0 will be required to provide full hydronic capability in support of the
City’s DE system including domestic hot water, make-up air units, and in-suite hydronic heating
and will be required to connect to the City’s DE system prior to occupancy.

Service Area B involves the remainder of the land within the Surrey City Centre, which primarily
includes land designated for low to medium densities at an FAR less than 3.5, and in majority less
than 2.5. Developments on the lands within Service Area B may not be able to be immediately
serviced by the DE system and, as such, those projects with a build out FAR equal to or greater
than 1.0 and less than 2.5 will only be required to incorporate hydronic make-up air and hot water
systems. Given the uncertain timeline over which these developments can be connected to the
DE network, staff is of the opinion that partial compatibility to the City’s DE system (domestic
hot water and make-up air units but not in-suite hydronic heating) is appropriate. Developments
in Service Area B with a build out FAR equal to or greater than 2.5 will be required to install a
hydronic heating system as well (i.e., be fully compatible for connection to the DE system when it
is available).

Early Adopters Policy

With a view to mitigating some of the additional costs of hydronic heating systems for “early
adopters” and to establish a consistent approach to providing financial assistance a draft policy
titled “District Energy Early Adopters Policy” has been prepared, which is attached as Appendix II
to this report. The proposed Policy is summarized in the following paragraphs.

The Policy provides that repayable financial assistance will be provided to proponents of
residential projects that qualify as “early adopters”. This incentive is time-limited and will not be
required once the market shifts more generally to hydronic systems. The Policy provides that
financial assistance up to $1.50 per sq. ft. of dwelling unit area will be provided but in any case
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such assistance will not exceed 50% of the cost premium related to installing the hydronic
systems in comparison to the cost of installing a conventional electric baseboard heating system
in the same dwelling units. This financial assistance will be recovered by way of a transfer of
property tax revenues from the dwelling units. In this regard, consistent with Corporate Report
No. Ro89;2012, it is proposed that one-half of the property taxes that are collected on such
projects be transferred as repayment to the DE utility to amortize the debt associated with the
financial assistance. At this rate of repayment, the debt would be retired over 3 years for a typical
project.

The Policy defines an “early adopter” as a residential development project within Service Area A
or Service Area B (with an FAR equal to or greater than 2.5) that installs a hydronic heating
system and a hot water system that is immediately connectable to a DE system and where the
floor area of the project combined with all other projects that have been designated as “early
adopter” projects is less than or equal to a total floor area of 1,500,000 ft* and subject to a building
permit being issued for each such project within 3 years of the date of adoption of the By-law.
Based on this total floor area limit, the DE utility would incur repayable debt up to a maximum of
$2,250,000. The 1,500,000 sq. ft. of floor area represents approximately 1,500 to 2,000 dwelling
units or 3 to 5 high rise residential projects. Early adopters will be required to enter into a
partnering agreement with the City to receive the referenced financial assistance. Each such
partnering agreement will be subject to City Council approval before it is executed.

Developments that do not install hydronic heating systems are not eligible for consideration as
an early adopter.

In-stream Applications

The By-law sets new requirements for the in-building mechanical systems for development
projects. Such requirements will be conditions attached to the issuance of a building permit in
relation to each such project. Those projects in the City Centre with an FAR equal to or greater
than 2.5 for which a development permit has been issued in advance of the adoption of the By-law
and that have been designed based on conventional electric baseboard heating but have not been
issued a building permit, will only be required to provide for a DE connection for the project’s hot
water system and make-up air units provided that a building permit is issued for the project
within 1 year of the adoption of the By-law. The owner of each such development will be required
to enter into a partnering agreement with the City in advance of the issuance of a building permit
for the project. These developments that are exempted from the full connection requirements of
the By-law will not be eligible for financial assistance as an early adopter.

The City has 36 active development applications for properties within Service Areas A and B of
which 20 are within Service Area A. Applications within Service Area A are illustrated on the map
attached as Appendix V and are described more specifically in Appendix VI.

The following table lists development applications within Service Area A that can request
exemption from the full DE connection requirements of the By-law based on the fact that a
development permit has been issued for the project:



total of 551 units.

Development
;113. Project # Address Developer Description ApgT;z::;on
Status
1 11-0075-00 13286 - Rize - LHC Rezoning from RF to CD (based Issued on May
104 Avenue Building Inc. on RMC-150); Development 7, 2012
Permit in order to permit the
development of two high-rise
apartment towers containing
approximately 450 apartment
units and 21 ground-oriented
units, for a total of 471 units.
2 10-0324-00 9647 - Parmit Nagra Rezoning from RF to C-5; Issued on
137 Street Development Permit and March 12, 2012
Development Variance Permit in
order to permit the development
of a two-storey medical office
with basement.
3 10-0258-00 13718 - Concord Pacific One 39-storey apartment tower Issued on
100 Avenue containing 430 units and one 42- July 25, 201
storey apartment tower
containing 449 units and 7
ground-oriented townhouses.
4 08-0312-00 13778 - King George One 46-storey apartment Issued on
100 Avenue Developments building and one 20-storey December 12,
apartment building containing a 2011

The following table lists the only development application within Service Area B that can request
exemption from the full DE connection requirements of the By-law, as a development permit has
been issued for this project and the project has an FAR greater than 2.5:

Development
15113. Project # Address Developer Description Apll))i;cr::iton
Status
N/A | n-o176-o00 13852 - Lark Group One 27-storey apartment Issued on
101 Avenue building containing 164 units and | September 12,
3 ground-oriented townhouses. 2011

All in-stream development applications within Service Area A or Service Area B (with an FAR
equal to or greater than 2.5) will be required to be designed with full compatibility for connection
to the City’s DE system (i.e., domestic hot water, make-up air units, and in-suite hydronic
heating).

All in-stream development applications within Service Area B with an FAR equal to or greater
than 1.0 and less than 2.5 will be required to provide for DE connectability for their domestic hot
water system and make-up air units but will not be required to install in-suite hydronic heating.




Next steps
Staff is in the process of developing:

e detailed design guidelines for each of hydronic heating systems and hot water systems;

e a formal “application for service” document; and

e promotional materials that will be available to developers in relation to marketing
developments in which hydronic systems are installed.

An economic model is being developed for establishing energy rates based on DE utility revenue
requirements. As capital costs of system infrastructure are confirmed, the economic model will
be used to generate a rate schedule, which will be presented for Council’s consideration and
incorporation into the By-law well in advance of the system commencing service delivery to any
development project.

Legal Services/Finance Review

This report, the By-law, and the proposed Policy have been reviewed by Legal Services and the
Finance & Technology Department.

SUSTAINABILITY CONSIDERATIONS

The implementation of a district energy system in the City Centre supports the Economic and
Environmental Pillars of the City’s Sustainability Charter under the following specific elements of
the Charter:

e EC8: Energy security by promoting the use of low-impact, renewable energy sources and
promoting community energy solutions;

e ENu: Energy efficiency by incorporating alternative energy systems such as geo-exchange
and solar heating systems as potential heat sources; and

¢ ENio: Integrated Community Energy Master Plans by developing an Integrated
Community Energy Master Plan for the City Centre and by working with property owners
to promote and increase building energy efficiency through implementation of a district
energy system.



CONCLUSION
Based on the above discussion, the Engineering Department recommends that Council:

e Authorize the City Clerk to bring forward for the required readings the District Energy
System By-law, 2012, No. 17667, which is attached as Appendix I to this report; and

e Adopt the policy titled “District Energy Early Adopters Policy”, which is attached as
Appendix II to this report that will form the basis for the provision of financial assistance
to residential development projects that are constructed with hydronic heating systems in
support of the City Centre District Energy (DE) system.

VoAt lhe

Vincent Lalonde, P.Eng.
General Manager, Engineering

JA/JO/brb

AppendixI - District Energy System By-law, 2012, No. 17667

Appendix II - District Energy Early Adopters Policy

Appendix III - Corporate Report No. Ro89; 2012

Appendix IV - District Energy Service Area (Service Area A and Service Area B) Map
Appendix V' - Development Applications within Service Area A Map

Appendix VI - Development Applications within Service Area A Summary
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BY-LAW NO. 17667

A By-law to provide for the establishment
and operation of a district energy system

THE COUNCIL OF THE CITY OF SURREY, in public meeting assembled, ENACTS AS
FOLLOWS:

SECTION 1
INTERPRETATION

Name of By-law

1.1 This By-law may be cited for all purposes as “District Energy System By-law, 2012,
No. 17667".

Definitions

1.2 In this By-law:

“applicant” means an applicant for a building permit under section 4.2;

“building” means any structure used or intended for supporting or sheltering any use or
occupancy either of a temporary or permanent nature;

“Building By-law” means ‘Surrey Building By-law, 1987, No.gon’ as amended from time to
time;

“Building Inspector” means the General Manager, Planning and Development, or his or
her duly appointed representatives and assistants;

“building mechanical system” includes the internal space heat energy and domestic hot
water distribution system for a building;

“charge” means a variable consumption fee based on the amount of heat energy used in,
and recorded at the meter or estimated by the Collector under this By-law for, a
designated property;

“City” means the City of Surrey;

“Collector” means the individual appointed by Council to be the Collector of Taxes or a
person duly authorized to carry out the powers and duties of the Collector of Taxes;



“‘community energy centre” means an energy supply facility that provides heat energy in
the form of hot water to designated buildings through the distribution system;

“Council” means the council of the City of Surrey;
“delivery point” means the outlet of the heat exchanger at a designated property;

“designated building” means a building to which this By-law applies by virtue of section
2.10r 2.4;

“designated property” means a parcel of real property on which a designated building is
situated;

“distribution system” means a thermal distribution network that links the community
energy centre with the energy transfer station in each designated building, and that
includes separate loops for the supply and return of heat energy in the form of hot water;

“distribution system extension” means that part of the distribution system that is situate
on, over, under, or in a parcel of real property on which a designated building is situate or
in a designated building;

“district energy system” means the district energy system referred to in section 3.1, and
consists collectively of the community energy centre, distribution system and energy
transfer station in each designated building, and all necessary appliances and equipment;

“early adopter” means an owner of a building that meets the criteria described in:

(a) section 2.1(a); or

(b) section 2.2(a) where the building has a floor area ratio of 2.5 or greater,
and who enters into a partnering agreement with the City within three years of the
adoption date of this By-law regarding the owner's use of the district energy system;

“energy transfer station” means equipment owned by the City and used to meter, for
billing purposes, the amount of energy consumed in a designated building, and to transfer
heat energy from the distribution system to the building mechanical system in a
designated building, and includes pipes for the supply and return of hot water, valves,
controls, meters, and separate heat exchangers for domestic hot water and space heating;

“entry points” mean two openings in an exterior wall of a designated building for the
passage of the supply and return pipes connecting the distribution system extension and

energy transfer station;

“floor area ratio” means the figure obtained when the area of all the floors of the buildings
constructed or proposed to be constructed on a parcel is divided by the area of the parcel;

“future designated building” means a building described in section 2.2(a) or (b);



“General Manager, Engineering” means the General Manager, Engineering for the City
and includes his or her duly appointed assistants and representatives;

“heat energy” means heat distributed or delivered by water including space heating,
domestic hot water, and heat for ventilation make-up air;

“heat exchanger” means the equipment, including ventilation systems and electrical
pumps, installed at a designated property transfer of energy from the district energy
system to a designated property;

“levy” means a fixed capacity fee based on the design, and the estimated peak heat energy
demand, approved or varied by the General Manager, Engineering under this By-law for a
designated building;

“meter” means a thermal energy meter at an energy transfer station consisting of a water
flow meter, temperature sensors, and associated electronics used to measure and record
the heat energy supplied to the designated building which houses the energy transfer
station;

“owner” means an owner of a parcel of real property including the registered owner of an
estate in fee simple, the tenant for life under a registered life estate, the registered holder
of the last registered agreement for sale, the holder or occupier of land held in the manner
referred to in the definition of "Owner" in the Schedule to the Community Charter, S.B.C.
2003, €.26, and a strata corporation established or continued under the Strata Property
Act, S.B.C. 1998, c.43.

“parcel” means any lot, block, or other area in which land is held or into which it is
subdivided, but does not include a highway.

“peak heat energy demand” means the maximum amount of heat energy, measured in
kilowatts, required for a designated building, after completion of the installation or
alteration of the building mechanical system, at any one point in time in a calendar year;

“points of delivery” mean the valves on the building side of the heat exchangers at an
energy transfer station;

“registered professional” means an architect or engineer registered in the Province of
British Columbia, as a member in good standing in the Architectural Institute of British
Columbia or the Association of Professional Engineers and Geoscientists of British
Columbia;

“service” means the delivery by the City to a designated building of heat energy by way of
the district energy system; and

“Service Area A” means the geographic location or area for which the service is currently
available from the City and is defined in Schedule A, Figure 1;



“Service Area B” means the geographic location or area for which the service will be
available in the future from the City and is defined in Schedule A, Figure 1;

Application of and conflict with other by-laws

1.3 The requirements of this By-law are in addition to the requirements of the Building
By-law and other City by-laws, except that in case of conflict between the Building By-law or
other City by-laws and this By-law, this By-law will prevail.

Table of contents

1.4 The table of contents for this By-law is for convenient reference only, and is not for use in
interpreting or enforcing this By-law.

Schedules
15 Schedules attached to this By-law form part of this By-law.
Severability

1.6 A decision by a court that any part of this By-law is illegal, void, or unenforceable severs
that part from this By-law, and is not to affect the balance of this By-law.

SECTION 2
APPLICATION OF BY-LAW

Compulsory use of district energy system
2.1 Each owner in Service Area A of:

(@) a new building with a floor area ratio equal to or greater than 1.0 proposed for
construction or under construction for which the Building By-law requires
submission of a building permit application and issuance of an occupancy permit
to which the owner, as at the date of enactment of this By-law, is not yet entitled;
or

(b) an existing building with a floor area ratio equal to or greater than 1.0 where the
estimated value of proposed alterations or alterations under construction which
require submission under the Building By-law of a building permit application is
more than $400,000 and 50% of the building's latest assessed value according to
the records of the British Columbia Assessment Authority,

must make use of the district energy system in accordance with the terms and conditions of this
By-law.



Compulsory hydronic systems
2.2 Each owner in Service Area B of:

(@) a new building with a floor area ratio equal to or greater than 1.0 proposed for
construction or under construction for which the Building By-law requires
submission of a building permit application and issuance of an occupancy permit
to which the owner, as at the date of enactment of this By-law, is not yet entitled;
or

(b) an existing building with a floor area ratio equal to or greater than 1.0 where the
estimated value of proposed alterations or alterations under construction which
require submission under the Building By-law of a building permit application is
more than $400,000 and 50% of the building's latest assessed value according to
the records of the British Columbia Assessment Authority,

must utilize hydronic systems that are compatible with the district energy system for all space
heating and hot water heating, as described in the City’s Design Criteria Manual / Energy Services
Design Requirements, and in accordance with those terms and conditions of this By-law stated to
be applicable to future designated buildings.

Compulsory hydronic systems where floor area ratio is less than 2.5

2.3 Where a building described in section 2.2(a) or (b) has a floor area ratio of less than 2.5,
the owner will not be required to utilize hydronic systems for space heating within individual
units, but hydronic systems will be required for all other space heating and hot water heating in
the building.

Permissive use of district energy system

2.4 An owner of property located outside Service Area A and Service Area B but within the
City may apply to the General Manager, Engineering to utilize the district energy system, if:

(a) the General Manager, Engineering is of the opinion that the district energy system
is capable of servicing the building that is the subject of the application;

(b) the General Manager, Engineering is of the opinion that servicing the building is
necessary or desirable; and

(c) the owner enters into an agreement with the City, in form and substance
satisfactory to the General Manager, Engineering, undertaking, among other
matters, to wholly or partially, in the City’s sole discretion, fund the capital cost of
extending the district energy system to the owner’s property in an amount and at
a time determined by the General Manager, Engineering,

the General Manager, Engineering may approve the application, in which case the owner must
utilize the district energy system in accordance with the terms and conditions of this By-law.
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Exemption for early adopters

2.5 Despite sections 2.1, 2.2 and 2.3, an early adopter will be exempt from those provisions of
this By-law identified in the partnering agreement entered into between the early adopter and the

City.

SECTION 3
IMPLEMENTATION OF
DISTRICT ENERGY SYSTEM

Authorization for district energy system

3.1 Council authorizes the design, construction, installation, maintenance, operation, repair,
and management of a district energy system for the generation, storage, transmission,
distribution and sale of heat energy to supply the entire heat energy demand for each designated
building.

Ownership of district energy system

3.2 Ownership of the property comprising the district energy system will remain vested in the
City, and is not to pass to any owner, or other person who has an interest in a designated building
or designated property, and, despite any attachment or annexation to a designated building, the
distribution system extension and energy transfer station are not to become part of the real

property.

Role of the Collector and the General Manager, Engineering

3.3 For the purposes of this By-law, the Collector shall have charge of the levies, charges and
fees and their collection and the General Manager, Engineering shall have charge and control of
all properties and works in connection with the district energy system and of all connected
engineering and mechanical work.

Authority for policies and criteria

3.4 The Collector and the General Manager, Engineering may establish or amend policies and
criteria relating to the district energy system.
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SECTION 4
BUILDING PERMIT REQUIREMENTS
FOR BUILDING MECHANICAL SYSTEM

Application to designated buildings and future designated buildings

4.1 All conditions of section 4 apply to designated buildings. All conditions of section 4
apply to future designated buildings with the exception of sections 4.2(c),4.2(h) and 4.9(e).

Building permit application

4.2 A person who applies, under the Building By-law, for a permit to authorize the installation
or alteration of a building mechanical system must include in, or submit with, the application:

(a)

(b)

(c)
(d)
(e)
()
(8)

an acknowledgment signed by the owner that the building is a designated building
or future designated building;

a certificate, signed by the registered professional who is responsible for design of
the building mechanical system, estimating the:

(1) peak heat energy demand for space heating,
(ii) peak heat energy demand for domestic hot water,

(ili)  combined peak heat energy demand for any uses other than space heating
and domestic hot water,

(iv)  annual average heat energy demand for space heating,
(v) annual average heat energy demand for domestic hot water, and

(vi)  annual average heat energy demand for any uses other than space heating
and domestic hot water;

a cheque in the amount of the excess demand fee referred to in section 8.1;
the proposed location of the energy transfer station;

the proposed location of the distribution system extension;

the proposed location of the distribution system extension entry points;

the proposed schedule for installation or alteration of the building mechanical
system;
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(h) the proposed commencement date for the delivery of heat energy by the City to
the energy transfer station; and

(i) such other information as the Building Inspector or General Manager, Engineering
may require.

Submission of copy of application

4.3 The owner must submit a copy of the building permit application described in section 4.2
to the General Manager, Engineering.

Approval of estimated maximum heat energy demand

4.4 The estimated peak heat energy demand submitted under section 4.2(b) is subject to
approval by the General Manager, Engineering.

Approval of locations

4.5 The proposed location of each of the:
(@) energy transfer station, submitted under section 4.2(d);
(b) distribution system extension, submitted under section 4.2(e); and
(c) entry points, submitted under section 4.2(f),

is subject to approval by the Building Inspector and General Manager, Engineering.

Approval of alternate locations

4.6 If:

(@) the location which the owner proposes for the energy transfer station, distribution
system extension, or entry points would be acceptable to the Building Inspector
and General Manager, Engineering except for increased costs the City would incur
to install the energy transfer station or distribution system extension in that
location; and

(b) before issuance of the building permit, the owner:

(1) pays the City the estimated increased costs calculated by the General
Manager, Engineering, and

(ii) agrees to pay the City on demand any amount by which the actual

increased costs calculated by the General Manager, Engineering exceed the
estimated increased costs,
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the Building Inspector and General Manager, Engineering may approve the alternate location.
Approval of schedule

4.7 The proposed schedule for installation or alteration of the building mechanical system is
subject to approval by the General Manager, Engineering.

Design of building mechanical system

4.8  The design of the building mechanical system is subject to approval by the Building
Inspector and General Manager, Engineering.

Design and technical requirements

4.9 The building mechanical system must comply with the following design and technical
requirements:

(a) the City’s Design Criteria Manual / Energy Services Design Requirements or as
stipulated by the General Manager, Engineering;

(b) the Building By-law;
(c) the applicable edition of the BC Building Code;

(d) the design must not incorporate features that increase the difficulty of efficiently
integrating the building mechanical system and energy utility system;

(e) the system must achieve a minimum water temperature drop across the heat
exchanger interface with the energy utility system of at least 15°C between the
energy utility system hot water supply and return pipes as recorded at the meter;

(H the space heating system must include a variable flow operation with variable
speed pumps to minimize the pumping power requirements, and to achieve the
minimum water temperature drop;

(g) all control valves, being terminal units and zone valves, must be the 2-way
modulating type or the on/off type for fan coil units;

(h) the system must not include 3-way valves that allow flow to by-pass the heating
elements; and

(1) the system must require an energy utility supply temperature of no greater than
65°C when the outdoor ambient temperature is equal to or greater than o°C.
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Approval of building permit
4.10  The building permit is subject to approval by the:

(a) Building Inspector under the Building By-law; and

(b) Building Inspector and General Manager, Engineering under this By-law.
No work before permit issuance

411 A person must not begin to install or alter a building mechanical system until the
Building Inspector has issued the building permit.

SECTION 5
DESIGN AND INSTALLATION OR ALTERATION
OF BUILDING MECHANICAL SYSTEM

Integration with district energy system

5.1 The design and installation or alteration of the building mechanical system must integrate
the building mechanical system and district energy system in a manner that enables the building
mechanical system to derive the most benefit possible from the district energy system and the
district energy system to operate at peak efficiency.

Prohibited components

5.2 A building mechanical system must utilize the district energy system for all the space
heating and domestic hot water requirements for a designated building, and must not
incorporate any heat production equipment including but not limited to boilers, furnaces, hot
water heaters or make-up air heaters, except that:

(@) an owner who is constructing a new building or altering an existing building may
incorporate, as part of the building mechanical system, a solar system to generate
heat energy or equipment to acquire waste heat energy from the refrigeration or
cooling system of the building or of another building in the vicinity, for the
purpose of supplementing the heat energy provided by the district energy system;
and

(b) a person who is altering an existing building may retain components otherwise
prohibited under this section 5.2 to the extent permitted by the Building Inspector
under the Building By-law or by the Building Inspector and General Manager,
Engineering under this By-law.
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Installation of valves

5.3 The City will install the valves on the building side of the heat exchangers at the energy
transfer station.

Scheduling
5.4 An owner must:

(@) ensure that installation of the building mechanical system proceeds in accordance
with the schedule approved under section 4.7, and any changes to the schedule
approved under this section 5.4; and

(b) advise the Building Inspector and General Manager, Engineering within 24 hours
of any proposed changes to the schedule for installation or alteration of the
building mechanical system, which proposed changes are subject to approval by
the Building Inspector and General Manager, Engineering.

Approval of installation or