Heritage BC

A Sustainable Business Model for
Heritage BC

30 November 2012

Prepared by:

Earthvoice Strategies Inc.
Urban Fabric Group

KLI Associates

earthv@®ice

STRATEGIES



Table of Contents

EXeCutive SUMMATY ...icicimimsemssmssmsssssmsmssmsssssmsssssssssssssssssssssssssssssssssssssssssssssssssssssnssnssassnssassnnss 3
B I 10 000 X0 L1 U o) 7
1.1 5 Lol €20 011 U 7
1.2 MethOdOlOZY ... .o s 8
2 Recommended Business Model ... 10
21 INErOdUCHION i ——————————_———— 10
2.2 Opportunity Evaluation Criteria.....umssssssss 10
2.3 NetWOTKING ..o s sses 11
2.4 FUNATaiSing ... ss s s s e es 12
2.5 Training and SKills Development ... 14
2.6 Social ENterpriSe. . 15
2.7 Component EValuation ... 18
3 Implementation Plan......sssssssssssssssssssssssssss 19
31 Pathway for Implementation ... ———————— 19
3.2 Appointment of Heritage BC as Advisor to the Heritage Legacy Fund........... 20
3.3 L0170 g 1 B ) 1 Lo 22
3.4 Human ReSources.....mmmmmmmmmmmmmsssssssssssssss s 24
3.5 L03/072) i 110 ) 1 27
3.6 Training and SKills Development ... 27
3.7 S D g 1 ) o 28
3.8 Business Case OUtline ... 30
2 S 00 ¢ Lol L) ) ¢ L 34
Appendix A: Stakeholder INtervIeWs ... 36
A.1 Value to Take FOrward.......mmmsssssisssssssssssssss 38
A.2 Heritage BC'S UNIVEISE ...oiisisismsmmsssmisssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasasasssssess 39
A.3 Feedback t0o Build On......ccccimmmmmsmsismssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssss 40
A.4 Longer Term OppoOrtunities ... 41
Appendix B: Organization Health Rating ... 45
Appendix C: Case StUAIES ... 47
L O T 410 0 T4 1 50 ) o 47
C.2 Canada Green Building COUNCIL ......coiiiimrsmsnsnsisssssmssssssssssssssssssssssssssssssssssssseseseses 47
C.3 Atira Property Management........ummmmsimmmmmmmsssssssssssssssssssssssss 49
(O 0 2 1] | 50
C.5 Vancouver Heritage FOuNdation ... 51
Appendix D: Review of Other Heritage Organizations ..., 53
D.1 Saskatchewan Heritage........mssssssssssssssssssns 53
D.2 Edmonton Heritage COUNCil ... 53
D.3 Victoria Heritage FOUNAation .......cuiimmsmmsmmssssssssssssssssssssssssssssssssssssssssssssssses 54
D.4 Victoria Civic Heritage Trust.......ssssssssssssssssssa 54
D.5 Ontario Heritage TrusSt.....umsssssssssssssssss s 55
LD JECTIIN Y0 114101 ) o 2 56
Appendix E: HBC BUAGELS .....ccouncinminnnnmnmsssnmssssssssssssssmsssssssssssssssssssssssssssssssssssssssssssses 57
. A Sustainable Business Model for
earthV@}g;F e 2 Heritage BC

30 November 2012



Executive Summary

Heritage BC (HBC) is a charitable society established in 1981. Today it has approximately
160 group members as well as over 100 individual and corporate members with a shared
interest in historic places and heritage conservation, and their benefits to the people of
British Columbia. Membership ranges from local governments, heritage commissions,
heritage site managers, to historians. HBC organizes events and workshops for the
heritage community, publishes a newsletter, offers funding for heritage conservation
projects in collaboration with the Heritage Legacy Fund of BC Society (HLFBCS) and The
Land Conservancy (TLC), has an annual awards program and advocates on behalf of the
heritage community.

In 2004 the Province established HLFBCS to administer and advise on disbursement of
income from a $5 million provincial endowment invested with the Vancouver
Foundation known as the Heritage Legacy Fund (HLF). HLFBCS was intended to take
over the role of the British Columbia Heritage Trust with respect to providing financial
support to heritage initiatives across the province. Drawing on the endowment income,
HLFBCS has awarded over 100 grants and provided more than $1.35 million to over 59
BC communities since 2005 for a variety of projects and initiatives.

From 1989 to 2009 the Province contributed core funding in the order of $125,000
annually to HBC that enabled it to reliably serve its members and other community
organizations. In 2009 the province changed its model of community heritage funding and
ended its core funding support to HBC. Since that time HBC has been receiving
operational funding from the HLF, thereby reducing the amount of funding available to
fulfill its mandate of providing matching funding for the repair and celebration of historic
places in British Columbia. Neither the Province nor HBC view this situation as effective or
sustainable.

The Ministry of Forests, Lands and Natural Resource Operations (FLNR) is responsible for
government’'s relationship with HBC through i
supporting HBC in developing a path to greater financial independence, it commissioned

this study to analyze the potential for developing a sustainable business model for HBC.

The study began with interviewing a large cross-section of HBC stakeholders, including
the province, educational institutions, heritage trades people and professionals,
heritage societies, municipalities and HBC directors and staff. They expressed the
following key messages:

9 Heritage is a provincial responsibility and the province should have an ongoing
role in funding HBC.

9 HBC should take greater responsibility for its own future and not rely solely on
government funding.
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1 HBC delivers value to its members and the province. Today it acts as an
invaluable connector and network hub —facilitating information sharing
throughout the sector. It also has been an active mobilizer and advocate for the
sector on critical issues.

9 HBC and the heritage sector have been somewhat isolated. Heritage as an issue
needs to become more relevant to citizens of the province. Greater relevance
will be achieved through connecting with others constituencies and sectors with
shared interests. The arts, culture, environmental/green building, aboriginal
heritage, community builders, and tourism were among those identified.
Rebuilding this relevance is critical to success in this sector and HBC should be
acting as a key bridge builder to these other sectors.

Out of the conversations with stakeholders a number of possible new directions and
initiatives were identified. Starting with ten unfiltered opportunities, a short list of
opportunities was assessed in greater detail through presentations and discussions with
the province and the HBC board.

The result is a business model for a new HBC that is a hybrid solution of four key
activities:

' building an online network,

9 fundraising,

9 expanded training and skills development

1 asocial enterprise focused on property management.

Building an online networking site for HBC would allow its members and other

interested parties to connect, share ideas and contacts, exchange best practices and so

on. It would increase the engagement of its membership and free up the Executive
Director’s time to focus on the new activiti
revenue opportunity depending on its popularity and reach but that has not been

explicitly factored into the business case since it is too uncertain at this stage.

Fundraisingt o grow the size of HLF’'s endowment i s
increase the amount of funds available for community grantsand HBC' s f i nanci al
strength. Ask i ng for donations to support “bricks &

conservation grants is expected to have much greater appeal to prospective donors
than providing operational funding for HBC. HBC is not well known outside of the
heritage community today; taking a revitalized message into a variety of communities
will increase the awareness of heritage and in turn open new doors for fundraising
efforts.

An expanded training and skills development program aimed at heritage professionals,
trades people and heritage property owners will grow the capacity of the heritage
sector within BC and bring new revenue opportunities to HBC. It is recommended that
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such a program be developed in partnership with other heritage organizations like the
Vancouver Heritage Foundation and educational institutions like the University of
Victoria. Training and skill development should be delivered on a cost-recovery basis for
events and on a modest for-profit basis for training.

There is a growing trend in the not-for-profit sector for the creation of social enterprises
that use commercial strategies to generate funds to support activities aimed at
increasing community and individual well-being. In the case of HBC, we recommend a
social enterprise with a primary focus on property management as an opportunity to
consider. One option is to own and manage heritage properties with revenues earned
through site rental or visitation. Another is to manage heritage properties on behalf of
their owners on a fee for service basis. Property management should be undertaken
last, once the organization has been strengthened by successfully implementing the first
three activities and after developing a separate business case.

Fundraising and property management are new initiatives; however, the online network
and training and skill development are modifications to existing activities —made
stronger by use of technology and partnerships. This blend of activities, all of which are
aligned with the mission and vision of HBC, are designed to ensure diverse and reliable
income sources for the organization and strengthen the sector.

The new plan will require organizational changes. The upcoming retirement of the
Executive Director creates an opportunity to bring on a leader with a depth of
fundraising experience who can dedicate their energies to this critical area. We are
recommending hiring a new core staff person, a Capacity Building Planner, who would
lead the Training and Skills Development area as well as provide services to
municipalities needing additional resources and expertise for their respective heritage
programs.

We recommend the Province appoint HBC as the advisor to the HLF. Initially the
Province appointed HLFBCS to advise on running the HLF. The HLFBCS was established
as a partnership between HBC and TLC to administer and manage the HLF. TLC was to
help build the fund while HBC managed the administration of community grants. Both
organizations were represented on the HLFBCS Board. TLC has not delivered on the
fundraisingside;t he only growth of t h donmfinvestdlents endowme
returns. Furthermore, given the current state of TLC, it no longer appears to be strong
partner. There are many advantages to this change in advisor —not the least of which is
the ability to streamline the organization and realize some efficiencies in administrative
costs. Taking in-house some consulting contracts will enable HBC to partially fund a full
time position. Additionally HBC will be made more credible in the community by a more
direct association with the community heritage grants and the fund will benefit from the
community connections and constituency of HBC.
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These changes to the organization will also necessitate changes at the governance level.
The emphasis should be on a diversified board, with connections and skills beyond the
heritage sector relevant to the new activities such as fundraising, grant making,
educational training and social enterprises.

A review of comparable not-for-profit heritage organizations across Western Canada
and Ontario revealed that all of them relied on a degree of government funding, ranging
from as high as 98% to as low as 25%. Those with the lowest government funding had
significant revenues from fundraising.

A first-cut business case outline was developed to explore how this new business model

would look from a financial perspective. The business case outline suggests provincial

support will be required in two ways:

1. One-time funding of $500,000 to allow HBC to make the organizational
transformation outlined in this business model.

2. Appointment of HBC as the advisor to the HLF as discussed above.

The design of the business model is to deliver in the medium term - five years - a robust
organization with a diversity of funding sources, and a Heritage Legacy Fund with a
steadily growing endowment that is more connected to the community. This new
Heritage BC would deliver greater value to the sector through its enhanced network,
expanded training and skills development training and a solid social enterprise that
showcases heritage preservation to the public while providing revenue to the
organization. In order for this model to be successful provincial support as outlined
above will be needed to allow for a successful transition over a five-year period.

6 A Sustainable Business Model for
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1 Introduction

1.1 Background

The past several decades have seen considerable changes to heritage funding in BC. The
British Columbia Heritage Trust, a provincial crown corporation, was established in 1978
and for 25 years provided financial support to many hundreds of heritage initiatives
throughout the province. The Trust was terminated in 2004 and in its place the Province
established a new, non-government agency, the Heritage Legacy Fund of BC Society
(HLFBCS), to administer and advise on disbursement of income from a $5 million
provincial endowment invested with the Vancouver Foundation. With the income from
the endowment, the Heritage Legacy Fund (HLF) has awarded over 100 grants and
provided more than $1.35 million to over 59 BC communities since 2005 for a variety of
projects and initiatives.

Heritage BC (HBC) is a charitable society of approximately 160 group members as well as
over 100 individual and corporate members with a shared interest in historic places and
heritage conservation, and their benefits to the people of British Columbia. Membership
ranges from local governments, heritage commissions, heritage site managers, to
historians. HBC organizes events and workshops for the heritage community, publishes a
newsletter, offers funding for heritage conservation projects in collaboration with HLF and
The Land Conservancy, has an annual awards program and advocates on behalf of the
heritage community. More information regarding HBC and its programs can be found at
www.heritagebc.ca

For almost 20 years, the Province supported HBC through a grant. HBC was seen as

carrying out a compl ement aHBgwasabldtedeliteo t he Pr
support to the heritage community more cost-effectively than government, engage in

advocacy on behalf of the heritage community and be able to be more innovative than

government.

Provincial financial support ended in 2009 when the Province changed its community
heritage programming. At this time, HBC closed for 3 months and formulated a
temporary funding solution with HLFBCS. At the present time, HBC continues to have its
operational costs funded through a grant from HLFBCS thereby reducing the amount of
funding available to fulfill its mandate, which is to provide matching funding for the repair
and celebration of historic places in British Columbia. Neither government nor HBC view
this situation as effective or sustainable.

HBC’ s initial solution t alfubdimgfremtipeProvibde e m was t
to increase the HLF endowment. By increasing the endowment somewhere between $2M

and S10M, the corresponding increase in income could be used as a permanent source of

operational funding for HBC as well as potentially add income to the community grants

program. However, the Province is reluctant to redirect further funding to support HBC
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operations if they cannot prove their long-term sustainability as an organization, and
demonstrate a commitment to ultimately operate as an entity independent of government
funding.

To encourage HBC to think creatively about its role, the Ministry of Forests, Lands and
Natural Resource Operations (FLNR) provided funds for it to develop a strategic plan. In
April 2012, HBC delivered its new strategic plan to the Minister. The plan is premised on an
additional government investment in the HLF. HBC has indicated that without further
funding from government it will cease operations at the end of 2012.

After meeting with HBC in April 2012, the Ministry committed to an additional investment
to analyze the potential for developing a sustainable business model for HBC. This work
would largely involve identifying, evaluating and making recommendations on business
and/or operational models for HBC that would stabilize them as an organization, lead to
growing financial independence from government and reaffirm their role within the
heritage sector.

A team led by Earthvoice Strategies including KLI Associates and Urban Fabric Group was
retained by the Ministry to carry out a study with the above objectives. This report
presents our findings.

1.2 Methodology

The consulting team began by consulting HBC stakeholders through a series of 24
personal interviews carried out during the month of August, 2012. Interviewees were
drawn from among the following groups:

9 HBC and HLF Board members

i Heritage Branch staff and staff from other ministries with a connection to
heritage
Municipalities
Heritage Societies and Commissions
Heritage planners and consultants
Trades people.

= =4 -4 -9

The key findings from the interviews are described in Appendix A, Stakeholder
Interviews.

An organization health rating was developed and is reported on in Appendix B,
Organization Health Rating.
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Case studies were developed for four financially stable not-for-profits, one inside the
heritage sector and three outside of it, to look for ideas that could be potentially applied
t o HBC’ s Theyiart desaribed ia Appendix C, Case Studies.

A number of other heritage organizations across Canada were reviewed. These are
reported on in Appendix D, Review of Other Heritage Organizations.

The findings from all of the above work were
with a recommendation to develop a hybrid business model incorporating a number of
components to maximize HBC’'s revenue potent.
hybrid business model is described in section 2, Recommended Business Model.

Following consensus that this approach made sense, an implementation plan and

business case outline were developed and are reported on in section 3, Implementation

Plan.

9 A Sustainable Business Model for
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2 Recommended Business Model

2.1 Introduction

This section presents a recommended path for developing a sustainable business model
for HBC. It is based on stakeholder interviews, meetings and discussions with FLNR staff
and the Board and staff of HBC.

Moving from being government funded to a financially independent, sustainable

business model wil/ be an i mportantpedt ransiti
by input from stakeholders and a thorough understanding of the context and

opportunities, as well as the strengths and weaknesses of the organization as it pertains

to delivering on a new model. The transition needs to be well thought through and

mindfully implemented.

After reviewing a number of case studies of successful not-for-profits, we have

developed a recommended business model for HBC. It has four components:

9 Online Networking Community - modernize and make knowledge transfer more
efficient;

1 Fundraising — establishing a donor base, raise funds to build the HLF endowment
and establish a sponsorship program for HBC programs and events;

i Training and Programs —expanding service and program offerings to develop earned
revenue; and,

9 Social Enterprise — property management has been identified as a promising
potential first service for engaging in social enterprise.

These were identified from the four case studies and stakeholder input. Each was
analysed using a set of evaluation criteria described in section 2.2 following. The results
of that analysis are presented in the following sections.

A business model with four components will yield a diversified revenue stream, which
will enable HBC to make the transition from reliance on grant funding to being
financially sustainable.

2.2 Opportunity Evaluation Criteria

The following criteria were developed to analyse components of a sustainable business
model for HBC:

1. Consistency/Mission Alignment: the degree to which the opportunity is consistent
with the HBC vision and mission.

2. Revenue potential: Amount of revenue the opportunity can reasonably be expected
to generate.
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3. Predictability and stability: The degree to which revenue from the opportunity is
predictable and stable, or conversely the degree of risk of the undertaking.

4. Market demand: The estimated market demand for those opportunities, which
involve a service/product offering.

5. Competition: The level of competition for those opportunities, which involve a
service/product offering or where HBC is competing with other entities for eligibility
for government programs.

6. Addressability: The degree to which the opportunity could be handled by current
and proposed short-term competencies and capacity of HBC.

7. Ease of implementation: The initial implementation and ongoing operating costs.

In particular, they were used in analyzing the suitability of the components described in
the following for inclusion in a sustainable business model for HBC.

2.3 Networking

One of the common themes of value we heard from the members of HBC is the heritage
community itself; connecting with others in the sector and the access to information
they receive from Executive Director, Rick Goodacre. An effective way to expand that
value is to move more aggressively into the on-line world. HBC' s ¢ waebditeeisn t
limited to outbound information that is reliant on the staff of the organization.

An online networking site with the niche focus on all things heritage would be a

powerful way to allow people to communicate and connect in waysthatar e n’ t current
possible. Interested novices could interact with experienced heritage planners getting

important questions answered and accessing best practices from other parts of the

province and beyond. HBC has an established audience, which will help it through the

initial launch and inevitable growing pains of the site. Because this group is already

interested in the topic and has been seeking information from HBC it is more likely they

will engage and contribute to the online community.

Creative and collaborative thinking will have to be done in order to decide what features
the site will offer. Suggestions to include are:
9 member profile pages that allow individual members and societies to profile
their role in the heritage sector

9 message boards to support individual and group knowledge sharing
9 messaging services that allow group or individual messages to be sent
9 question and answer section to address any variety of heritage related concerns
9 project library with space for photos and videos to share best practices,
projects underway or completed, resources used etc
9 resources to share by way of information, people, products, conferences etc
EarthV@'}g?F . 11 A Sustainable BusinesHse?i/{ggglé(g
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9 open chat similar to an interactive ongoing blog
9 advertising options for heritage related products and services

Once an online community is launched HBC will have to respond to its needs as it grows.
There is a very good chance that the users will begin to ask for things not originally
considered so there will be a responsibility from HBC employees to actively work with
the site to continually learn and grow with the medium.

It's also worth noting that most social networks make their money through paid
advertising, and a heritage niche network may be attractive to specific advertisers
because it's a readymade target audience. Similar to the sponsorship currently received
for the e-newsletter there may be an opportunity to gain sponsorship for the network.

It is important to note that this networking community is to complement established
successful activities such as HBC Quarterly and Heritage Week which should be

continued.

Consistency / Mission Alignment

This tool can work to effectively strengthen the identity of heritage in
BC and enable easy access to collaboratively engage with community,
government and private sector partners to create a strong future for
heritage conservation. Information sharing is one of the primary
mandates of the organization.

Revenue potential

While not a direct revenue generator, there may be a number of ways
this network can interact with potential funder or donors. This tool will
also free up time for staff to devote to other HBC priorities.

Predictability and stability

The predictability of the success of the network is dependent on the
ease in which it operates and is tended to by HBC.

Market demand

There is an expectation from the stakeholders that they have access to
ready information and resources. At this time HBC staff have met this
expectation. The network can be createdwit h me mber s’
thereby increasing their engagement and its use.

q

Competition

There is virtually no competition for this model and if there is, the intent
would be to complement what is offered.

Addressability

The electronic network is now a commonplace business tool and could
easily be developed by an outside firm and then maintained as part of
the role of HBC staff.

Ease of implementation

The initial start up cost could be as high as $20,000 with ongoing
maintenance incorporated into the job descriptions of the Capacity
Planner and the Administrative role.

2.4 Fundraising

The relationship between heritage and funding sources is complex and raises a number
of challenges related to the purpose and function of heritage today and the value that
heritage organizations offer to the public. We believe it is a critical component to

earthv@ice
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achieving financial independence while also appreciating that fundraising cannot take
place quickly or without planning and attention to detail. Successful heritage fundraising
has been accomplished by knowing fundraising is a people business that requires
effective communication, commitment and the ability to combine altruism and the
benefit to potential donors. Success is gained through professionalism as demonstrated
by clear objectives, ability to make the request for funds, constant alertness to
opportunities and the persistence to stay at it.

The success of fundraising is commensurate with the value provided back to the donor
and the intended impact of the donation. With the appointment of HBC as the advisor
for the HLF, (see section 3.2) fundraising for the HLF becomes a more attractive ask. This
may also be more engaging for the Executive Director, the members of the Board of
Directors and any ambassadors for HBC.

Even with this added attraction to support fundraising and the above noted addition of
HBC advising the HLF the organization will still have to build a heritage brand in British
Columbia. HBC is not that well known outside of its heritage membership. An expanded
message that reaches into a variety of communities will bring awareness of the value of
heritage and in turn open doors for fundraising opportunities where there may have
been none.

In 2007 HLFBCS commissioned a fundraising report from Judy Oberlander and

Associates; within that report she outlines steps for a capital campaign, a planned giving
campaign and the requirements of the infrastructure to support fundraising. This report
remai ns r el evant shouldbetp@muidadyo the Exenusive Riedtorta n d
analyze its current value to begin the fundraising strategy and to implement a plan.

Consistency / Mission Funding is a necessary component of any type of organization. Fundraising
Alignment can, through increased outbound communication, create stronger ties to
the mission and vision of HBC. Stakeholder interviews indicated a general
support of fundraising activities.

Revenue potential Studies have shown that revenue through fundraising for heritage
organizations can range from 4% of annual budget to 40%. There is a direct
correlation between the amount of time the Executive Director spends on
the task and the amount of funds generated.

Predictability and stability With a focused fundraising strategy this source of income can grow to
become both predicable and relatively stable over time. There is virtually
no risk in undertaking a fundraising strategy as long as expectations of what
can be raised and the amount of time required are realistic.

Market demand While there is very little demand for solicitations of donations, interviews
with stakeholders indicated an understanding of the need to fundraise and
most not-for-profits have a certain percentage of their revenue from
fundraising efforts.

Competition There is significant competiti on
. 13 A Sustainable Business Model for
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Addressability This initiative will require a focused fundraising strategy and the willingness
of both the board and the staff to support it by actively engaging with the
community.

Ease of implementation As noted in the above criteria, implementation will require a plan that most
importantly has the active support of both the board and the staff.

2.5 Training and Skills Development

One of the findings from the stakeholder interviews was that there was very little
training and skills development across the province within the heritage sector.
Furthermore, there have been skill development programs previously (trades and
professional) that no longer exist. This presents an opportunity for HBC. The Strategic
Plan also identifies training and skills development as an area to be enhanced.

Training and Skills Development encompasses:

9 the delivery of training for heritage professionals, trades and heritage property
owners. Examples would be the Old School program of the Vancouver Heritage
Program (VHF) or the one-day session for heritage professionals delivered in past
years by the University of Victoria’' s Cult
of the Annual Conference. The objective should be to earn a modest profit on the
delivery of such training.

9 the offering of events such as conferences and meetings for heritage professionals,
heritage societies and commissions, local and senior government. Examples would
be the HBC Annual Conference and the Heritage Planners and Professionals meeting.
The objective should be to deliver events on a cost-recovery basis.

Following is an assessment of training and skills development as an opportunity.

Consistency / Mission Alignment | Training and skills development has high alignment with HBC' @sion and
mission. This could be contributing to the development of capacity and
expertise in heritage conservation in BC or providing leadership to the heritage
community through programs which bring its members together.

Revenue potential Revenue potential is modest due to the limited size of the heritage community
and the modest means of mostof HBC' s me mb e r s HBC pvents areC |
likely underpriced.

Predictability and stability Revenue from events likely to be relatively stable provided they are well run.
Market demand Training: There is likely pent up demand for training outside of Greater
Vancouver which hasbeenwells er ved by VHF' s Ol d
seeing a decline in annual attendance. However, initially demand was strong.
It would be useful to undertake some research to better understand the need
and ascertain the size of the market.

Events: There is no other organization offering similar events across BC so
demand is expected to be strong.

Addressability Training —HBC is not currently delivering training. Would have to develop
course ware and source training capacity.

Events —HBC is currently delivering these.

Ease of implementation Training - There is an opportunity to collaborate with VHF in developing and
delivering programs outside of Metro Vancouver which would significantly ease
implementation costs and effort. In the past, HBC has successfully collaborated
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with the Universityo f Vi c ftuat ResautcesMaragement Program to
offer a one-day session for heritage professionals associated with the HBC
annual conference. The opportunity of collaborating with an educational
institution who would be a long term partner should be explored.

Events — Expected to be moderate as HBC is already doing this.

2.6 Social Enterprise

One of the most significant trends in the not-for-profit sector is towards social
enterprise. A c eodal edterprig is 4n orgaMiébtion thatempliesa , °
commercial strategies to maximize improvements in human and environmental well-

being, rather than maximising profits for

In interviewing heritage sector stakeholders the notion of social enterprise arose —with
a primary focus on property management as an opportunity for HBC to consider.

Property management offers the potential for revenue earned from managing heritage
properties. The revenue is derived from site rental or visitation. There are a number of
models of property management that might be applicable. Firstly there is the model of
the Landmark Trust in the United Kingdom, which owns and leases-for-rent a number of
heritage sites. In the case of the Landmark Trust most of the sites are leased for
vacation rentals, though income is also available from special event rental. The Trust
owns the sites and takes long term responsibility for them.

Alternatively there is a model where an owner enters into an agreement for property
management services and retains ownership of the building. In this case the owner
typically receives a percentage of the net rental revenue. This is a lower risk model and
one that some municipalities have entered into for their heritage buildings. Currently
the Land Conservancy manages a few sites for municipalities under this arrangement.
Both of these options should be investigated.

The following is an assessment of property management as opportunity.

Consistency / Mission Property management has potentially a high alignment with the vision of the
Alignment society as the management, promotion and enjoyment of facilities under the
managementby HBCc o u | d * stheridentity and gride of our diverse
communities’

HBC could provide leadership through this activity and create examples of
sustainable conservation. Depending on the scale of the undertaking, there is also
the potential to support retention of skills within the sector, which could
strengthen the sector.

In addition there is a potential for partnerships with government —municipal and
provincial if HBC were to manage their properties.

Revenue potential Revenue will depend on the quality of the portfolio, attractiveness of the sites and
the ability to market and create a client base. Revenue should be based on a site
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that is fully refurbished. HBC would need the ability to select sites that it takes on,
rather than assume a complete portfolio.

Landmark Trust in the UK now generates 65 M pounds per year based on 190
sites. In the Landmark Trust model a capital campaign is undertaken to pay for
refurbishment. Landmark Trust took 20 years to become self-sufficient as an
organization.

The Land Conservancy currently manages a few properties for which they receive
70% of the net profits from a rental. Some of the sites — Baldwin House and
Craigflower Manor and Schoolhouse —have generated revenue for the
organization.

In order for this to be successful HBC will need to have a critical mass of buildings
under control (own or under contract). This critical mass will depend on the
approach.

Another option is heritage vacation brokerage, where HBC facilitates the rental of
privately owned heritage site. There is potential for co-promotion and/or
partnering with Tourism BC.

HBC is a member of the Heritage Tourism Alliance, and should continue to be an
active participant should they pursue property management on a larger scale. It
would be strategic to build a relationship with Destination BC.

Predictability and stability

Property management is tourism and special events based business. There is risk
tied to the state of the economy.

Examples like the Landmark Trust demonstrate income can become quite
predictable and stable over time. (LT has a 1-2% growth rate in revenue per year.)

Predictability will depend on the size of the portfolio and the diversity—if there is
a small portfolio, disruptions to business for repairs or refurbishments from one or
more building can have an impact on revenue.

Market demand

I n the Landmark Trust model, the Ti
connected to the heritage sector/historians and academics (largely English and
history concentrations). However Landmark Trust creates a pure heritage
experience where you sleep in the bed of the day and there are no modern

facilities in the buildings. HBC may want to adopt a different philosophy that is
slightly |l ess ‘pure’ and might havg¢

Demand for operating government owned heritage sites needs to be tested by
engaging with municipal and provincial owned to better understand the number
of sites and nature of those sites.

There may be an opportunity to work with regional tourism initiatives to better
understand this market and how it might be grown.

Competition

There is limited competition. In the Landmark Trust model one competitor would
be privately owned heritage sites that market themselves through a vacation
rentals by owners site.

TLC is a potential competitor for the management of municipal sites.
Municipalities may also choose to self manage properties.
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Addressability This is a radical change to skill set. Historian, hotelier (marketing, management),
knowledge of refurbishments, project management are all necessary skill sets that
would need to be added as part of undertaking this enterprise.

Ease of implementation Next steps to further develop the idea:

Understand the potential stock in BC —the nature of it, quality of it. This can
be undertaken through conversations with the province and municipalities.

A more complete business should be undertaken to determine the type of
rental opportunities special events, accommodations, particularly examining
privately owned sites and the potential revenues.

I Work with the province to ascertain possible sites with upcoming contract
renewals.

Commit to a short term basis to pilot and test the idea by assuming
management of a building that has been refurbished.

Becoming a social enterprise or undertaking social enterprise activity is not a decision to
be taken lightly. The most successful enterprises that are embedded within non profits
have been taken on by organizations that are mature, have strong boards and a depth
of organizational capacity. In the case of a social enterprise, such as this one HBC might
consider, it is effectively starting a business —requiring the necessary entrepreneurial
skills and assuming all of the inherent risks.

We do not recommend social enterprise as a first step, rather one that is taken once
HBC is a stronger position in terms of its own capacity and there is expertise at the
governance level to support such a move.
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2.7 Component Evaluation

The four components were evaluated using the selection criteria and the analysis
described in the preceding sections. The results are shown in Table 1 below.

Table 1: Component Evaluation

Training & Property
Criteria Networking | Fundraising programs | Managment
Consistency/Mission Alignment 5 4 5 4
Revenue Potential 0 3 3 3
Predictability & Stability 3 3 2 3
Market Demand 4 3 4 3
Competition (reversed) 5 1 3 4
Addressability 4 3 3 1
Ease of Implementation 4 3 3 2
Total 25 20 23 20
Score 3.6 2.9 3.3 2.9
Rating rate each criterion: 5-highest, 1-lowest
Score total rating points divided by the number of criteria (7)

Competition (reversed)

The eval

uat

on

the lower the level of competition, the higher the rating

shows

t hat

none

of

transitioning HBC to a sustainable business model. Each has merit and can provide part

of the solution. Creating a business model with multiple sources of revenue will provide

greater resilience to changes in the market place and economy.

All four components were accordingly retained for inclusion in a hybrid business model
with multiple revenue sources. The timing of developing each component and an
implementation plan for rolling out the new business model are described in section 3,

Implementation Plan.
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3 Implementation Plan

3.1 Pathway for Implementation

We recommend a blended and staged approach for HBC to evolve into a strong and
sustainable organization illustrated in the diagram below. The four areas discussed in
section 2, Recommended Business Model will help HBC to deepen its current presence
and expand into new territory.

The diagram is built on two axes, the horizontal indicates the time line to start the
initiatives and the vertical axis reflect the sophistication of leadership and organizational
capacity required to initiate and maintain the initiatives. Specific competencies for both
board and staff and board are addressed in subsequent sections.

Figure 1: Implementation Path for HBC

Implementation Path for Heritage BC

Social Enterprise

Marketing &
HIGH 4 Branding Strategy

Property
Management
Fundraising
& Sponsorships
Training &
Skills Development

—_—

Online
Networking
Community

Organizational Capacity

5
?

IMMEDIATE 6 months 1 year LONG TERM

Time to Start

Starting with the lowest level of sophistication required and the quickest start is creating
an online network/community. This tool, which we believe will best be designed by
outside expertise, will take initial leadership from staff of HBC; however, the intent is to
have HBC members populate the tool. By creating a member generated opportunity for
knowledge transfer and information sharing the Executive Director will have additional
time to dedicate to the new initiatives being proposed.
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Expanding training and skills development will be the next initiative to start. It will
require developing courseware and acquiring training capacity as well as identifying new
partners to develop additional programs similar to the Heritage Planners and
Professionals meeting. Funding support will be required for this area as well.

The next area to start is the creation of a marketing and branding campaign that will be
the foundation for a focused fundraising strategy. Branding and fundraising will all be
new for HBC and will require a significant shift in skill from the HBC staff and board
members, as well as a commitment to this activity. Fundraising will also require funding
to start and will take some time to generate revenues. Given the retirement of the
current ED, the incoming ED should have competency in this area.

Social enterprise is the furthest along the time line and will require the greatest amount
of sophistication and new skills. Property management is the opportunity that was
identified through the stakeholder interviews and for which there are a number of
successful operations internationally. It will, however, require a more detailed analysis
of the opportunity and the creation of a business plan unique to that business line
before committing to this in a fulsome way. An interim step would be to provide
property management for a limited number of sites —ideally in an urban area where
HBC is already active. Funding support will be required to initiate property management
as a new initiative.

Based on our research we believe this hybrid, staged approach will best suit the
organization. Beginning with modernizing and making more efficient the information
sharing role of HBC, which was a core activity revealed in our interviews, will free up
time to engage in developing a fundraising strategy. While this begins to take shape the
society can then start expanding revenue generating programs and providing much
needed training on a fee-for service basis. Once the fundraising plan is complete,
fundraising can begin targeted at growing the HLF endowment. The last step of this path
to financial sustainability would be to undertake a revenue-producing social enterprise —
in property management. This | ast opportunit
may produce many co-benefits, needs to be analysed in more detail with a full business
case prior to proceeding with implementation.

3.2 Appointment of Heritage BC as Advisor to the Heritage Legacy Fund

The Heritage Legacy Fund) was established in 2003 with a provincial endowment of $5

million invested with the Vancouver Foundation. The mandate of the HLF is to:

1. conserve and support the conservation of heritage sites and objects;

2. gain further knowledge about British Columbia's heritage;

3. increase public awareness, understanding and appreciation of British Columbia's
heritage.
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The Province appointed the Heritage Legacy Fund of BC Society (HLFBCS) as advisor to
the HLF. The purpose of the HLFBCS, a joint initiative of HBC and The Land Conservancy
(TLC), has been to provide grants for community based heritage projects. Part of the
HLFSBC mandate was to increase the endowment of the HLF; however, in the 8 years of
managing the HLF, the HLFBCS has been ineffective at fundraising.

HBC set up and administers the grant program. Its Executive Director also acts as the
Executive Officer of HLFBCS. TLC' s r ol e was originally intend
to increase the endowment. However, no additional funds were raised.

In 2009 provincial operating funding for HBC was terminated. Since losing provincial
operating funding, HBC has received annual operating grants from HLFBCS. This has
obliged HLFBCS to reduce its community grants by 40% from previous levels.

Appointing HBC as the HLF advisor would have several advantages:

1. It would provide HBC with an endowment and a secure, stable, long-term source of
funding.

2. It would provide HLF with an active membership and connection to communities
across BC.

3. It would enable winding up the HLFBCS, thereby saving thousands of dollars in
duplicate costs such as insurance and annual audit fees.

4. It would make HBC an attractive vehicle for fundraising since donations and funding
could be sought on behalf of increasing the HLF endowment to be used for
providing grants for community heritage bricks and boards projects.

For the above reasons, the Consultant team recommends the Province change the
advisor for the HLF to HBC as part of creating a sustainable business model for HBC.

It is recommended that TLC have no further involvement with HLF due to the fact that
they are facing their own significant financial and organization challenges and they did
not raise any funds for the HLF endowment.

In addition to contracting out the Executive Officer services to HBC for an annual fee of
$10,000, HLFBCS also contracts out administration and evaluation of the community
grant applications to Mainstreet Designers for an annual fee of $47,000. If HBC engaged
a Capacity Building Planner who ran the community grant program, then an additional
$47,000 in fees currently incurred by HLFBCS could be recaptured and used to
contribute to operational funding for HBC without diminishing the funds available for
community grants.
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3.3 Governance

HBC's board of directors is made up of an
heritage and planning world. Currently there are eight Board members out of a possible

eleven. Board members are providing both operational and management support to

the two employees who each work four days a week.

Board Member Profile

With some of the changes proposed in this report there will be a need to expand the
skill set and competencies of the board of directors. Recruiting efforts should focus on:
i individuals who are well connected in the communities beyond heritage and
who would be prepared to open up their personal networks for the Executive
Director to make the ask for donations or for the board member themselves to
make the ask. A new Director from the Okanagan area with the interest and
expertise to fund raise has just joined the HBC Board. Additional members with
that competence should be sought in the larger metropolitan areas of the
province.
individuals from business familiar with growing organizations
individuals with experience in grant making or community foundations
individuals with knowledge of the social enterprise environment
individuals with knowledge of training and developing educational programs
specific occupations such as lawyers and accountants should be considered as
the organization grows in complexity

=4 =4 -4 -8 4

What will be helpful is to complete a board member skill and interest inventory
identifying current gaps and anticipated future gaps of knowledge and skill and recruit
to fill those gaps.

Board Structure

Assuming the HLF is brought under HBC responsibility we are recommending a
Community Grant Committee be formed that ultimately will be supported by the
Capacity Building Planner. Membership of the committee should include the Executive
Director, and a combination of board and non board members who are part of the
heritage community. The committee members will be term limited with an ongoing,
alternating rotation designed to deepen the engagement of HBC with its members. The
rotation can serve to expand the awareness of the granting opportunity by encouraging
committee members to reach out to their communities to promote the grants that
ultimately build the heritage message and fulfills the mission of HBC. The Committee
will report directly to the board of directors.
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Organizational Health

In the earlier part of this report we commented on the current organizational health of
HBC as viewed through the discussions with stakeholders. The following are
recommendations for each of the areas assessed to strengthen organizational health
going forward.

Health Category Current Recommendations to Strengthen Organizational Health for Sustainability
Rating
Mission and Strategy Low ff communicate on a broader scale to members and non
9 Strategic Direction members the intent and strategic direction of HBC
I Goals & I work collaboratively with others to build brand awareness for
Objectives heritage within the province
9 Vision I create a comprehensive annual plan with measurements, costs,
timelines

I establish a reporting tool (i.e. dashboard, scorecard) to share
with Board of Directors and members to keep all parties
apprised of direction and results

Adaptability Low 9 increase accessibility for members to gain and share information
9 Creating Change I establish a transition plan for existing Executive Director to
9 Customer Focus share his knowledge with new leadership including employees
9 Organizational and board members
Learning I demonstrate actions that embrace the concept of becoming a
self sustaining organization
T engage in generative “what
that can result in new program offerings and membership
engagement
Consistency High I continue to operate from a place of demonstrated core values
9 Core Values as assessed by the membership
I Agreement & f through surveys, conference presentations engage with the
Coordination membership on how to more fully live the values of
1 Integration conservation, public interest, innovative development,

knowledge and service commitment

I through a variety of mediums deepen the engagement of
members to remind them that HBC is still in service to them and
in what capacity

9 re-launch a revitalized HBC with the focus groups and member
participation events to get the message out through
ambassador roles

Involvement Medium | § help members and interested heritage parties understand how
 Empowerment they can contribute to the success of heritage in BC

I Team Orientation

9 Capability

Development
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The consulting team appreciates that the low ratings were a result of the uncertainty
regarding the future of the organization and the resulting hesitancy to move forward
with certain actions.

3.4 Human Resources

The changes suggested to HBC will require a shift in the human resource requirements;
like the new business model these shifts should be staged over time to meet the
expanding role of the organization.

Executive Director

With the understanding that current Executive Director Rick Goodacre is considering
retiring from his role this opens up an opportunity for him to pass his extensive
knowledge of the sector and the workings of government over to a new candidate.
While a specific job description will need to be written to meet the uniqueness of the
organization the following is a good place to start.

HBC should be looking for candidates that have education or experience in business
development, fund development and advocacy. Knowledge of the heritage sector is an
asset. Experience in other sectors including community economic development, the

land trust movement and allied fields will also be required. HBC should be looking for
someone who has demonstrated results in securing funding and generating productive
partnerships with business, corporate, education, government and not-for-profit sectors.

Candidates must possess:

excellent communication skills

leadership capabilities

fund-raising ability

self-motivation and achievement orientation
strategic business sense

ability to critically think

ability to impact and influence others

strong writing and presentation skills
political savvy

=4 =2 =8 4 -8 -4 -9 _2 -9

The Executive Director's primary role is to take the lead the organization, with a focus
on securing funds and partnerships for new HBC programs. This person will build upon
and create key relationships, identify opportunities, and make strategic connections
with programs, clients, funders and funding sources, sponsors and donors. The goal for
this position is to achieve self-funding HBC programs.

Major Responsibilities
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1. Developing and implementing strategies to achieve a self-funding program(s) that
achieve HBC's strategic goals

2. Developing and managing viable budgets, business plans and marketing strategies

3. Developing and managing a marketing and communications plan

4. Building upon existing membership and partner relationships, and establishing new
ones.

5. Finding funding: approaching suitable funders, sponsors and potential clients;
developing cooperative relationships with government agencies, universities,
foundations, community organizations, voluntary / local history groups, tourist
bodies and private companies and other heritage organizations.

6. Identifying and implementing cost-recovery or profitable initiatives such as training,
conferences, contract work and service delivery.

7. Undertaking research to maintain awareness of developments within the field and
advocating on behalf of the changes as necessary

8. Developing and delivering compelling presentations and proposals

9. Preparing, writing and distributing publicity leaflets, materials, displays etc.

10. Undertaking member surveys, assessing the results and establishing plans to
address required changes

11. Recruiting, training and supervising staff/volunteers

12. Developing and managing a social enterprise initiative

Capacity Building Planner

This is a new employee role for the organization and incorporates the responsibilities
that Mainstreet Designers has been completing for HLF. This role of heritage planner will
primarily offer heritage planning services to municipalities in British Columbia, develop
training and skills development programs and manage the grant process that was the
purview of HLF.

The Capacity Building Planner will report directly to the Executive Director and will work
in partnership with the ED to implement business development strategies particularly in
regards to education offerings, conference planning and relationship development. This
role will act as the lead organizer for the granting process and co-ordinate the decision
making process with the Executive Director and a committee of volunteer advisors.

HBC should be looking for a candidate with experience in the field and an education
from a recognized Urban Planning, Architecture, Heritage Planning or History program.
They should have strong knowledge and /or experience in heritage planning including
restoration work, report writing, or conducting research on heritage buildings.

Candidates must possess:
I excellent communication and facilitation skills,
9 leadership capabilities,
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self-motivation and achievement orientation
ability to impact and influence others

strong writing and presentation skills
exceptional relationship building competence
proven organization skills

political savvy

= =4 -8 -4 -8 A

Major Responsibilities

1. Research, design and implement a training program for a number of different
audiences based on market needs

2. Develop and implement a municipality engagement plan with value add component
that will match the funding request

3. Assist Heritage Planners with research, Council Reports, Notices of Intention to
Designate and Designation Bylaws

4. Initiate and manage the HLF grant application process through support of the
Community Grant Committee

5. Take the lead on conference planning, HBC Quarterly, Heritage Week and Heritage
Awards

6. Actively contribute to the HBC Online network with blog entries, resource sharing,
best practice profiling

7. Act as an Ambassador of HBC at public awareness events / meetings hosted by
other heritage organizations and community events

8. Research and plan a variety of heritage events partnering with member
municipalities

Administration

The Administration role is responsible for providing administrative services in order to
ensure effective and efficient operations of HBC and the granting process of the HLF.
This role is recommended at 20 hours per week.

Competencies that are required in this role are:
Member services focus

Writing and managing an online network
Collaboration

Communications

Data Gathering and Analysis

Knowledge Sharing

Leveraging Technology

Planning and Prioritization

Qualitative / Quantitative Analysis

= =4 =4 =4 4 -4 -4 -4 -4
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Specific responsibilities and any transition from the existing role to this new role will
need to be identified by the Executive Director.

Fundraising Consultant

The precise scope of this external role will be defined based on the fund raising
experience of the new Executive Director. The expectation would be to support the
Executive Director in working with the fund raising plan created in 2007 by Judy
Oberlander and Associates. It is anticipated that the initial report would revisited and
updated, but would form the basis of this new undertaking.

3.5 Operations

There is an opportunity to streamline operations through consolidating the operations
of HBC and the HLFBCS such as:

T Bringing in house the management and evaluation of the HLF community grants
program;

1 Eliminating duplicate audit and insurance fees; and

1 Including the executive officer responsibilities for HLFBCS within the role of the
HBC Executive Director.

The efficiencies resulting from this consolidation will free up additional funds for
operational funding for HBC and is one of the major reasons for recommending it.

It is also recommended that HBC lease its own office space to give it a more visible
presence and a base of operations for its expanded staff.

Over the next 12 months HBC could consider relocating its offices to Metro Vancouver
for the following reasons:
9 Access to a larger pool of talent for the new Executive Director and the proposed
capacity building planner
9 Access to a larger community of potential new Board candidates
i Easier access to potential donors and sponsors
3.6 Training and Skills Development

It is recommended that HBC develop a plan to expand its offering of training and skills
development to heritage professionals, heritage property owners and trades. This was
identified as a need within the stakeholder interviews — particularly to ensure the

quality of heritage work being done throughout the province. The first step would be to
study the need and demand for such training and development on a province-wide basis.
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Such a study would identify both the size of the market and the nature of the training
and development needed to serve it.

It is recommended that HBC leverage partnerships for delivering training and
development. For example, in the past HBC successfully engaged the University of
Victoria Cultural Resource Management Program to offer a one-day course prior to its
annual conference and would be interested in discussing the possibility of re-instating
such a collaboration®. The Vancouver Heritage Foundation has expressed interest in
exploring collaborating with HBC to offer its successful Old School program outside of
Metro Vancouver’. Other possible partners should be investigated.

It is recommended that HBC explore the electronic delivery of training to reduce costs
and expand availability to interested parties across BC.

HBC should examine expanding its offering of conferences and workshops for heritage

professionals, heritage societies and commissions and local and senior government.

Again this should be done in partnership wit
successful annual Heritage Planners and Professionals meeting is a joint initiative of HBC,

the City of Burnaby and the BC Association of Heritage Professionals. Opportunities to

create similar events in other cities should be explored, provided that they can be

operated on a breakeven basis.

HBC should explore offering heritage planning and training services to municipalities
who do not have this capacity in-house. This could be done either on a fee-for-service
basis or through those municipalities wishing to benefit from this service jointly
underwriting 50% of the cost of the position of the Capacity Building Planner.

3.7 Partners

To be successful in realizing this implementation plan will require HBC to engage in new
relationships and partnerships. The aim of these new partnerships is to leverage the
capacity and resources of partners to broaden the impact of HBC, where there is mutual
benefit to the partners.

This is not an exhaustive list, rather obvious partners that were uncovered in this study.

Property Management

9 The Heritage Tourism Alliance, of which HBC is a member. This relationship
will become increasingly important as HBC moves towards property

1 Anissa Paulson, Cultural Resource Management Program, University of Victoria, private
communication, 9 November 2012.
2 Diane Switzer, Vancouver Heritage Foundation, private communication, 15 October 2012.
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management, as a partner in promoting heritage tourism in general and HBC
managed sites in particular. In a similar vein the newly announced
Destination BC will also be a strategic relationship to build. This relationship
might be facilitated through the HTA as Destination BC could replace Tourism
BC as a partner in the Alliance.

9 The Land Conservancy is a potential partner in property management. They
currently manage a number of properties —in their current crisis it may be
desirable for HBC to take over the management temporarily or permanently.
TLC should be approached to better understand their property management
experience in more detail — both challenges and successes.

9 There are a number of government facility management groups —WSlI,
Shared Services BC and the Provincial Capital Commission —which may also
be valuable resources in terms of experience in property management.

9 The Landmark Trust in the United Kingdom is a very successful heritage
property management group. Part of their mandate is to support other
similar organizations around the world. The Landmark Trust may be able to
provide strategic advice as the property management opportunity is pursued.

Training and Skills Development

9 Initially there is a need to understand and assess the gaps and opportunities
for heritage related training and skills development across the province.
This work should be undertaken with other stakeholders in heritage
including the Heritage Branch, educational institutions and HBC members.
Based on this work we would anticipate the need for a partner educational
institution to offer training for trades people on an ongoing basis and a
university or other institution to deliver education and continuing education
for heritage professionals and trades. The University of Victoria Cultural
Research Management Program is a prospective delivery partner.

1 Ininterviews with stakeholders it became apparent from the Vancouver
Heritage Foundation that there was a demand for their Old School program
outside of Vancouver. There would be an opportunity to partner with VHF
to deliver this popular program throughout the province.

For an organization of the size and scale of HBC with a provincial mandate, it needs to
partner in order to effectively meet its mandate. Based on our engagement with
stakeholders it appears that are a number of organizations whose objectives and
mandates align with HBC, where strong and positive partnerships are possible and
mutually beneficial.
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3.8 Business Case Outline

An outline of a business case has been developed incorporating the components of the

recommended hybrid business model described in section 2. It is intended to show how

the transfer of the HLF to HBC and the incorporation of the recommended components

could lead to long-term financial stability for HBC. It should be viewed as an electronic,

“back of the envelope” exploration of how HE
the recommended implementation path rather than as a definitive financial model.

Additional research and analysis which is beyond the scopeoft he consul ting teat
current mandate would be required to produce pro forma financial projections.

The starting points for developing the business case outline were the pro forma budget
for year one of the HBC Strategic Plan and the 2012-13 budget for HLF. These are
included in Appendix E HBC Budgets.

It has been prepared under the following major assumptions:

1. HBC has been appointed as the HLF advisor.

2. Funds raised by HBC will be used to increase the HLF endowment rather than to
support operations.

3. The province would agree to provide seed funding to assist HBC in making the
transition to a sustainable business model.

4. The province would agree to provide a modest amount of ongoing operational
funding to HBC to provide long-term financial stability.

5. HBC will continue to receive $25,000 in gaming funds as it has for over a decade.

6. HBC should seek to restore funding of the community grants program to a level of
$150,000 annually as soon as reasonably possible.

7. HBC should plan to build up a modest reserve to deal with contingencies.

8. Municipalities will support 50% of the cost of the co-op planner with an annual fee
or on a fee for service basis.

The results of applying these assumptions are shown below in Figure 2.
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Figure 2: HBC Business Case Outline

Heritage BC Business Case Outline

Line # Year1l Year2 Year3 Year4 Year5
1 HLF endowment - beginning of year 5,250,000 5,250,000 5,350,000 5,500,000 5,700,000
2 HLF funds raised 100,000 150,000 200,000 250,000
3 HLF endowment - end of year 5,250,000 5,350,000 5,500,000 5,700,000 5,950,000
4
5 HLFincome 4% 210,000 214,000 220,000 228,000 238,000
6
7 REVENUES
8 HLFincome 210,000 214,000 220,000 228,000 238,000
9 Gaming 25,000 25,000 25,000 25,000 25,000
10 Capacity building - municipalities 44,000 44,000 44,000 44,000
11 HBC Event Sponsorships 10,000 10,000 10,000 10,000 10,000
12 Training & skills development 10,000 20,000 30,000 40,000
13 Social enterprise profits 10,000 20,000 30,000
14 Conference and meeetings 15,000 15,000 15,000 15,000 15,000
15 Membership dues 15,000 15,000 15,000 15,000 15,000
16 Other 10,000 10,000 10,000 10,000 10,000
17 Provincial funding - operational 50,000 50,000 50,000 50,000 50,000
18 Provincial funding - seed 55,000 35,000 20,000 0 0
19
20 Operating Revenues 390,000 428,000 439,000 447,000 477,000
21
22 EXPENSES
23 Staff
24 - Executive Director 90,000 90,000 90,000 90,000 90,000
25 - Admin Assistant (part-time) 20,000 20,000 20,000 20,000 20,000
26 - Capacity Building Planner 44,000 88,000 88,000 88,000 88,000
27 Subtotal staff 154,000 198,000 198,000 198,000 198,000
28
29 Administration 40,000 40,000 40,000 40,000 40,000
30 Training and Skills Development 0 5,000 10,000 15,000 20,000
31 Conferences and Meetings 15,000 15,000 15,000 15,000 15,000
32 Programs 21,000 21,000 21,000 21,000 21,000
33 HLF Expenses 5,000 5,000 5,000 5,000 5,000
34
35 Community Grants 90,000 100,000 120,000 140,000 160,000
36
37 Internal Development Requiring Seed Funding
38 -Online Networking: Design & Implementation 20,000
39 -Training and Skills Development :
Market Research & Course Design 10,000 20,000 20,000
40 - Fundraising: Marketing & Branding Plan, Coaching 25,000 15,000
41
42 Operating Expenses 380,000 419,000 429,000 434,000 459,000
43
44 Operating Profit (Loss) 10,000 9,000 10,000 13,000 18,000
45 Reserve 0 10,000 19,000 29,000 42,000 60,000
46
47
48 Seed Funds (limited duration, funded by province) Total
49 - Online Networking: Design & Implementation 20,000 0 0 0 0 20,000
- Training and Skills Development :
50 Market Research & Course Design 10,000 20,000 20,000 0 0 50,000
51 - Fundraising: Marketing & Branding Plan, Coaching 25,000 15,000 0 0 0 40,000
52 Seed Funds 55,000 35,000 20,000 0 0 110,000
53
54 Total Provincial Funding (operating +seed) 105,000 85,000 70,000 50,000 50,000
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A number of detailed assumptions were also used to generate this business case outline
shown below in Figure 3.

Figure 3: Detailed Assumptions for Business Case Outline

Line # Assumptions/Notes
1 The value of HLF's endowment as of October 2012 was $5.25 million
2 HBC raises funds for increasing HLF endowment, beginning in year 2
5 Assume 4% annual return on endowment to be conservative; currently earning 4.07%; pre-recession Vancouver Foundation was
typically returning 5% on funds placed with it
10 Muncipalities pay 50% of cost of hiring planner to provide heritage planning services on a co-op basis
13 Conferences & meetings are operated on a break-even basis
14 Social enterprise revenues are net of staffing cost and other expenses
15 Membership dues from 2012 HBC Strategic Plan budget, year one (Sep 5, 2011) and represent about a 50% increase from 2011
actual membership fees to reflect Strategic Plan goal of increasing membership
16 Other revenues (Grants, Contracts, Sales, Advertising ) from 2012 HBC Strategic Plan budget, year one (Sep 5, 2011)
20 Combined revenues for HBC & HLF are currently approximately $280,000 (net of grant from HLF to HBC)
22 Administration of community grant program and staff services for HLF now performed internally, saving $57,000 annually
from 2012/2013 HLF Budget (Apr 11, 2012)
23 Staff costs include benefits at 10%; average cost of benefits in Canada excluding pension plans and paid time off
according to the Conference Board of Canada
24 Assume new ED hired at start of year
25 Admin assistant is half-time
26 Heritage planner on staff for half of 2013; should be hired by new ED
29 Administration expenses (office rent, travel, communication, audit etc. ) from 2012 HBC Strategic Plan budget, year one (Sep 5, 2011)
30 Training & development expenses are 50% of revenues
32 Program expenses (Heritage Week, newsletter, e-news, website, awards) from 2012 HBC Strategic Plan budget, year one (Sep 5, 2011)
33 HLF expenses (expenses, insurance, audit) are from 2012/2013 HLF Budget (April 11, 2012) with a reduction from $7,000 to $5,000
assumed due to efficiencies realized by consolidation with HBC.
40 Assumes HBC uses the fundraising plan prepared in 2007 by Judy Oberlander and engages a fundraising consultant to coach the Board
and ED on implementing it.
42 Combined expenses for HBC & HLF are currently approximately $370,000 (net of payments from HLF to HBC)

The business case outline suggests provincial funding of $500,000 will be required to
support HBC in making a full transition to the new business model over a five-year
period. Itis broken down as shown in Table 2.

Table 2: Components of Transition Funding

Components of Transition Funding Amount

Seed funding $110,000
Operational funding $250,000
Advice on transition S 50,000
Social enterprise start-up costs S 50,000
Contingency S 40,000

TOTAL $500,000

The components of the transitional funding are:
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1. Limited term seed funding of approximately $110,000 to develop the new
components of the HBC business model.

Operational funding of $50,000 annually over five years totalling $250,000.
3. A provision for advice on transition of $50,000.
4. A provision for start-up costs associated with establishing a social enterprise,
including a separate business plan, of $50,000
5. A contingency allowance of $40,000.

It is recommended that the transition funding this be provided to HBC as a one-time,
lump sum payment of $500,000.
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4 Conclusion

The work of the consultant team began by engaging an extensive array of stakeholders
from the province, educational institutions, heritage trades people and professionals,
heritage societies, municipalities, as well as HBC directors and staff. We heard the
following messages:

9 Heritage is a provincial responsibility and the province should have an ongoing
role in funding HBC. The absence of HBC would have a detrimental impact on the
heritage sector and heritage preservation in the province.

1 HBC also needs to take greater responsibility for its own future and not be
dependent solely on government funding.

1 HBC delivers value to its members and the province. In its current state it acts as
an invaluable connector and network hub —facilitating information sharing
throughout the sector. It also has been an active mobilizer and advocate for the
sector on critical issues.

9 HBC and the heritage sector has been somewhat siloed. Heritage as an issue
needs to become more relevant to citizens of the province. The path to this
relevance is in connecting with others constituencies and sectors with shared
interests. The arts, culture, environmental/green building, aboriginal heritage,
community builders, and tourism were a few that were identified. Rebuilding
this relevance is critical to success in this sector and HBC should be acting as a
key bridge builder to these other sectors.

A number of possible new directions and initiatives arose in conversations with

stakeholders. We initially started with ten unfiltered opportunities. In presentations to

the province and the HBC board a short list of opportunities were assessed in greater

det ai | . A number of the discrete opportunit
skil |l s dessankea thaimalinidudl initiatives had some synergy and

commonalities.

The result is a business model for a new HBC that is in fact a hybrid solution of four key
activities including —building an online network, fundraising, training and skills
development and a social enterprise focused on property management. Fundraising and
property management are new initiatives however, the online network and training and
skill development are modifications to existing activities —made stronger by use of
technology and partnerships. This blend of activities, all of which are aligned with the
mission and vision of HBC are designed to ensure a diverse and reliable income sources
for the organization and strengthen the sector.

The new plan will require changes within the organization. With the upcoming

retirement of the Executive Director, there is an opportunity to bring on a leader with a
depth of fundraising experience who can dedicate their energies to this critical area.
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We are recommending a new core staff person —a Capacity Building Planner —who
would lead the Training and Skills Development area, as well as provide services to
municipalities needing additional resources and expertise for their respective heritage
programs.

We recommend the appointment of HBC as the HLF advisor. Initially the HLFBCS was
established as a partnership between HBC and TLC. TLC was to help build the fund. TLC
has not delivered on this — with the only growth of the fund coming from investment
returns. Given the current state of TLC, it no longer appears to be strong partnership.
There are many advantages to this change —not the least of which is the ability to
streamline the organizations and realize some efficiencies in administrative costs. Taking
in-house some consulting contracts will enable HBC to partially fund a full time position.
Additionally HBC will be made more credible in the community by the more direct
association with the granting dollars and the fund will benefit from the community
connections and constituency of HBC.

These changes to the organization will also necessitate changes at the governance level.
The emphasis should be on a diversified board, with connections and skills beyond the
heritage sector, ideally relevant to the new activities.

The design of the business model is to deliver into the medium term —five years —a
robust organization with a diversity of funding sources, and a HLF that is more robust,
more connected to the community. This new HBC would deliver greater value to the
sector through its enhanced network, expanded training and skills development training
and a solid social enterprise that showcased heritage preservation to the public and
provided revenue to the organization. For this model to be successful, provincial
support in the form of a $500,000 lump sum payment is recommended to allow for a
successful transition.
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Appendix A: Stakeholder Interviews

Telephone interviews were held with a variety of stakeholders shown in Table 3 below.

Table 3: Stakeholders Interviewed

Organization

Contact Name

Rationale

Heritage BC Board of Directors

Helen Cain, Vice President

Helen is Heritage Planner for City of
Victoria

HLF Board of Directors

Bill Turner, Vice President
Robert Hobson, Vice
President

Maureen Arvanitidis,
President

Ministry of Tourism

Heather Boyd

Heritage Branch
Ministry of Forests, Lands & Natural
Resources Operations

Jennifer Iredale
Richard Linzey

Ministry of Community Sport and Cultural
Development

Bruce Whyte

Nelson Community Heritage Commission

Member HBC

Vancouver Heritage Foundation

Diane Switzer ED

City of Victoria

Helen Cain
Pam Madoff (Councillor)

City of New Westminster

Julie Schueck

Commonwealth

Harold Kalman

Heritage specialist and architectural
historian

MacDonald and Lawrence

Gord MacDonald

Timber conservation contractor from
Britain

Jonathan Yardley
Robert Lemon

Architects specializing in restoration,
rehabilitation and heritage consulting

PHILLIPS FAREVAAG SMALLENBERG

Marta Farevaag FCIP RPP

(also current President of Vancouver
Heritage Foundation)

Clio Arts Associates/ Heritage Tourism Jan Ross Manager Emily Carr House
Alliance

Barkerville Heritage Trust (past president) | Sue Morhun Oliver

University of Victoria Cultural Resource Joy Davis

Management Program

Simon Fraser University

Gordon Price

Ministry of Aboriginal Relations and
Reconciliation, Strategic Initiatives
Division,

Peter Walters, Assistant
Deputy Minister

Central Okanagan Heritage Society

Janice Henry, Executive
Director

Nanaimo Community Heritage
Commission

Chris Sholberg, Planner

Victoria Community Heritage Advisory
Committee

Steve Barber, Senior
Heritage Planner
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They were asked the following questions:

1. What is the value of BC preserving its heritage?

From your knowledge and perspective, what is the greatest value HBC offers the
citizens, communities of British Columbia and its membership?

3. HBC's mi ssion is to “provide | eadership fo
unique cultural heritage. We work collaboratively with community, government
and private sector partners to create a strong and positive future for heritage
conser v at Areahey achiavinggHs mission and if so how?

4. Would you support any additional services offered by HBC; if so what would
those services be?

5. What would be the greatest loss if HBC was to no longer operate in the manner
they have in the past?

6. What are the enterprising not-for- profit revenue opportunities available within
the heritage sector?

7. If HBC were to actively take up fundraising who should HBC approach for
funding?

8. Within heritage development projects are there ways to generate income
streams for HBC?

The results of the interviews were combined and presented in four categories

1. Value to Take Forward, which lists the contributions that HBC has made that we
want to ensure continue in the new model.

2. H B Universe, presents a visual of the current relationships in place with
comments about widening and deepening them as appropriate.

3. Feedback to Build On, which is specific responses from stakeholders that offers
direct insight into a variety of views.

4. Longer Term Opportunities that the interviewees thought should be taken into
consideration going forward.
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A.1 Value to Take Forward

In analysing the stakeholder interviews a number of themes emerged — particularly
around the value that HBC creates, and the services or programs that continue to be
necessary within the sector.

Before going into the specifics of HBC' s  vaddlit shauld be acknowledged that there
was an overwhelming response that heritage, and particularly our built heritage created
a valuable connection to our shared cultural past. This was a critical ingredient in our
sense of belonging, the health of our communities and our shared identity as British
Columbians. The interviews revealed that HBC plays a vital role in the preservation of
our built heritage across the province and thus facilitates this critical connection to our
cultural past.

In terms of specific initiatives that should be continued, because of the value provided
to the sector, the stakeholders identified: information sharing, education, network
facilitation and advocacy.

Information sharing referred to the role that HBC plays in ensuring project-based
knowledge is transferred to other members of the heritage sector across the province.
One example of this information sharing is a historic society in Kelowna being in touch
with HBC when contemplating a church renovation to learn about other societies else
that have started or completed a similar project. In the interviews it was learned that
planners in rural communities, who likely have no formal heritage training or
background in heritage projects, use HBC as a first resource when undertaking new
projects, or when seeking assistance to address the various aspects of the heritage
regulatory framework (commissions, registries etc.)

The network facilitation role played by HBC allows people in the industry to connect

with one another. The network provides the opportunity for knowledge transfer about

professionals working in the field and the projects being undertaken, enabling

communities and individuals to find skilled resources people for their respective

heritage projects. It also allows for professionals to keep apprised of upcoming

opportunities.

HBC delivers an annual conference and has typically hosted a profess i o n a | pl anner s’
roundtable in connection with the conference. These were seen as invaluable

opportunities for HBC members and others in the sector to stay current with the state of

the sector as well as best practices. The stakeholders interviewed did note that there

was very little training and skills development across the province within the heritage

sector. There have been skill development programs previously (trades and
professional) that don’t exist anymor e. Thi

A critical role for the HBC is advocacy. It has played this role for the sector on key issues
including insurance for heritage buildings, and window regulations as pertaining to
38 A Sustainable Business Model for

Heritage BC
30 November 2012

earthv@ice

STRATEGIES



energy efficiency. In this role, HBC has been the conduit for information from the sector
to government and vice versa. It has been uniquely positioned to convene relevant
stakeholders when issues affecting the sector have arisen. There is no other group that
is as well positioned to play this vital role.

A2 1 SNA (I hiverse /| Q& !

Heritage BC’s Universe

Educational

Aboriginal
Culture

The illustration is meant to depict the system in which HBC is located and to illustrate
the key players in that system or universe.

The | arger blue circle represents HBC’'s most
partnerships. These relationships are:the HLFwh i c¢h i s managed by HBC’ s
Director and with which HBC is partnered with The Land Conservancy, the Provincial

government — particularly the Heritage Branch as a key relationship, a funder and a

partner in the heritage sector. Municipalities who often administer and establish

heritage regulatory programs along with heritage professionals, many of who are HBC

members, are the other primary relationships.
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The brown circles represent important relationships, through not primary partners.
These included The Land Conservancy and other heritage groups. Other heritage groups
were heritage societies in a number of communities across British Columbia.

The orange circles represented other players in the heritage sectors but ones with
whom HBC did not have significant relationships. This included: trades people working
on heritage structures, developers, business or the private sector, museums, arts and
culture, educational sector, tourism and aboriginal culture. These groups and sectors
represent potential opportunity for HBC.

One of the common observations was that HBC is lacking in relationships beyond its
own sector. Some of the relationships —the development community and the private
sector may in fact be places where there might be financial resources should HBC be
able to demonstrate a value proposition.

There were some groups —Museums, Arts and Culture and Aboriginal Culture where
there are natural affinities and possibly shared goals where HBC might look to develop
relationships and partnerships. In the interviews what came across quite clearly was
that HBC had not reached out to these sectors.

Trades people were another area where there were few relationships. HBC is
connected to professionals (planners and architects) but is not well connected with
trades people. Likewise there are few relationships in education, a relationship with
University of Victoria being a notable exception. Training programs targeted at this part
of the heritage sector may be a way to build relationships and to fulfill the mandate of
HBC to build capacity within the sector. In the interviews there was discussion of the
lack of skilled trades people within the province, which hampers the sector.

Stakeholders made strong connections between tourism and heritage which have not
been made and spoke of many other locations where the value of cultural and heritage
tourism is understood. While many travel within BC to experience the natural beauty of
the province, it was felt that there is opportunity to better tell the story of the heritage
of BC.

A.3 Feedback to Build On

During our stakeholder interviews there were a number of quotable quotes that we felt
held specific value towards building a sustainable future for HBC.

1 ‘Weritage is lhe responsibility of the provin@e
Due to the value of heritage conservation for our future it was felt by the majority of
those interviewedt hat it was the duty of téeé province
continue to support heritage in a meaningful way. Many interviewees cited heritage
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organizations in other provinces that were supported by their respective provincial
governments. It was suggested that divesting entirely of HBC would be detrimental to
the sector and an abdication of duty.

1 Heritage setor isdisconnected from business sector
The business sector can be a powerful ally to support revenue growth, membership and
expand awareness of the value of heritage in BC. At this point, HBC has become or
possibly always has been disconnected from this powerful potential. Relationships in
general can be expanded to include partnerships with tourism, museums and various
historical artisans. These groups in the past may have been viewed as unsuspecting
allies.

1 Move beyond focus on built environment
o with aim to link with social cohesion
o0 include cultural heritage
o link to sustainability
A environmental
A economic development
It was recognized that Heritage is much broader than just the built environment, which
has been the primary focus of HBC according to the interviewees. Many felt HBC could
make the heritage agenda more relevant by connecting with the other larger movement
(green, social cohesion) where there are natural affinities. In the absence of these
connections heritage has become a siloed and less relevant interest.

1 Is not a partnership builder
This was in reference to building partnerships beyond the heritage sector into business,
large and small and other government areas.

1 Need to build a brand for heritage and enhance awareness
This last quote was in reference to the need to build the heritage brand in British
Columbia. With an expanded awareness of the value of heritage in our province and a
willingness to partner with other organizations beyond the heritage sector, HBC could
well meet all three of its strategic goals.

A.4 Longer Term Opportunities

These suggestions for longer term opportunities are a result of ideas generated during
the stakeholder conversations as well as some high level general thinking from the
consultant team.

1. Fund raising was identified as something any not for profit should be prepared to
do in a more significant way than HBC currently is doing. While no specific ideas on

“how to” were offered, It i s an opportunit
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2. Product offerings as related to heritage — be it books, pamphlets, memorabilia as
associated with specific sites — with a percentage of the revenue coming back to
HBC. This idea would need to be fully investigated to understand market needs.
There were a number of stakeholders in favour of the idea and just as many
sceptical as to the real value of taking this idea further.

3. Consultant services that would involve any kind of consultation as it relates to
heritage, both built and natural heritage. Consideration will need to given to
ensuring HBC is not competing with its members, defining its areas of expertise and
then being prepared to market their offerings.

4. Training and skill development for trade professionals to gain heritage expertise. A
certification process or at minimum partnership with local colleges, technical
schools or trades authorities who could support programs would be necessary

5. Cooperative heritage planner -- This opportunity arose from an interview with a
rural planner who is responsible for heritage planning and yet has no previous work
experience with heritage buildings or planning. Based on information gathered in
other interviews this is not uncommon for planners in smaller towns and
municipalities. The idea of a heritage co-op planner is that HBC would have on staff
a heritage planner who could act as resource to these municipalities. This person
would help municipalities across the province with their heritage programs —from
policies to registries and would be available on an as needed basis. Most
municipalities cannot dedicate resources to a full time heritage planner, nor is there
need for a full time person. The salary for this role would be paid for by the
communities themselves — possibly an annual fee which would allow them to access
the planner ongoingly, or on a fee for service basis.

6. Property management offers the potential for revenue earned from managing
heritage properties. The revenue is derived from site rental or visitation. There are a
number of models of property management that might be applicable. Firstly there
is the model of the Landmark Trust in the United Kingdom, which owns and leases
for rent a number of heritage sites. In the case of the Landmark Trust most of the
sites are leased for vacation rentals, though income is also available from special
event rental. The Trust owns the sites and takes long term responsibility for them.

Alternatively there is a model where an owner enters into an agreement for
property management services and retains ownership of the building. In this case
the owner typically receives a percentage of the net rental revenue. This is a lower
risk model and one that some municipalities have entered into for their heritage
buildings.
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7. Project management was seen as a potential income stream for the organization. In
this scenario HBC would oversee the renovation of heritage sites for the province or
other interested parties and be paid a fee for this service. For this to be successful
HBC would have to have staff person skilled in project management, with
knowledge of construction, sufficient to ensure the quality of the work.

Given the upcoming restoration of a number of heritage properties around the
province this may pose an opportunity for HBC whereby there would be sufficient
demand for this service in the short term there would be funds available to hire
necessary staff. In this scenario, HBC could also assume responsibility for this
overall restoration program, administer the funds and ensure the successful
delivery of the projects.

8. Taxes: Two types of potential taxes were suggested in the interviews. One was a tax
on larger scale development project. It was understood that not all projects could
support this tax, but larger ones may in fact be able to support a levy. While this
came up in the interviews subsequent discussions have demonstrated that this idea
may not be achievable for a number of reasons.

Another taxation option is to allow HBC to share in a portion of the hotel tax. The
hotel tax of 2% is used to promote travel and tourism to regions across the province.
Given that the heritage value of places is part of the draw for tourists, it was
suggested that it maybe this tax might be marginally increased and could be used to
support further preservation throughout the province, and the capacity building of
HBC. This is a conversation that HBC could begin to open up with the province.

9. Going back to the value of heritage as a vehicle to connect us with our past, our
communities and each other, one of the interesting opportunities was re-imaging
and repositioning the role of heritage as a catalyst for belonging and social cohesion
in communities. The Vancouver Foundation has recently released a series of reports
focused on the lack of belonging and connection in Greater Vancouver. The
Foundation’s research showed that the | eve
the one of the biggest issues facing the region.

Historically there was a program delivered throughout the province that helped
communities understand and connect with their respective heritage. It was
tremendously successful as a community building activity. With the increased
isolation in the Lower Mainland and likely throughout the province there may be a
role for HBC to reinvent similar programs that might celebrate heritage and
generate community connections. There may be some appetite to support this
work by the Vancouver Foundation, McConnell Foundation (whose mandate is
inclusion) and others.

10. Partnerships and mergers with related associations. This is offered as a much longer
term potential opportunity and will require a full assessment of who would be a
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prime partner(s) and begin the relationship building to understand the best
approach. This included the opportunity to partner with groups like BCMA or TLC.

Each of these long term opportunities were considered by the consulting team. In
section 2, the Recommended Business Model we directly address fundraising, training
and skill development. Social enterprise component focuses on the property
management opportunity. Consulting services, catalyst for belonging and social
cohesion are incorporated into the responsibilities of a new role for the organization -
Capacity Building Planner. More details on that role are found in section 3.4.
Partnerships are addressed in section 3.7.

Each of these long term opportunities were considered by the consulting team and
presented to the province and HBC President on September 14" and the HBC board on
October 3. Based on those discussions and the considerations of the consultants some
of the options were eliminated including:

9 Product offerings. This was seen to have a low potential income. Some products
could be incorporated into the website but this should not be a significant focus
for the organization.

9 Tax opportunities linked to the hotel tax should be discussed with the province
as it may create financial resources for HBC as well as other provincial heritage
initiatives Taxing new development was not seen as a desirable option as
heritage preservation is already seen as burden to development projects.

1 The opportunity to provide project management for the province government,
particularly with regards to the management of the upcoming retrofits of
provincial sites was raised during the study. This is a conversation that should be
undertaken with the province, but represents a discrete albeit potentially
positive very opportunity. Given that there was no certainty about this
opportunity during the course of the study, it was not prudent to build a long
term model based upon it.

9 Partnerships. After consideration none of the partnership opportunities that
came forward during the interview process were seen to be appropriate.
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Appendix B: Organization Health Rating

Organizational Health Rating

Mission & Strategy = Low Consistency = High
Strategic Direction & Intent : Core Values
Goals & Objectives — Agreement
Vision Coordination &

Integration

Adaptability = Low Involvement = Medium
Creating change Empowerment
Customer Focus : Team Orientation

-/ Organizational Learning Capability

Development

The Denison Culture tool was used to assess the organizational health of HBC. This tool
was selected based on its 20 year continued relevance in the organizational
development arena. The categories cover the broad aspects that make up culture and
by assessing the strengths and weaknesses in each of those categories can result in
identifying areas of focus for improvement and change. The results indicated below
were based on lengthy discussions by the consulting team after the stakeholder
interviews. The interviewees were not asked specific questions relating to the tool. The
ratings are a simple low, medium and high score.

Mission and Strategy which includes Strategic Direction and Intent, Goals and
Objectives and Vision was rated low based on the lack of awareness of the new
strategic plan that was completed last spring, not on the quality of the plan. In order for
an organization to rate high all stakeholders both in and outside of the organization
should have a full knowledge of the direction of the organization, have confidence that
the goals and objectives will be met and the vision achieved. While all members
interviewed strongly supported HBC, there was not a consistent understanding of the
mandate or how to achieve it.
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Adaptability which includes Creating Change, Customer Focus and Organizational

Learningwas rated | ow due to HBC's perceived | ac
beyond downsizing to meet shrinking revenue and no formal process in place to transfer

knowledge of the Executive Director. While appreciating this is a challenging area to

address when funds are limited, there was no demonstration of effort to become a

revenue generator. This being said, the interviewees spoke very highly of the service

they receive from HBC and consistently prais
which is at risk when he decides to leave the organization.

Consistency which includes Core Values, Agreement and Coordination and Integration
was rated high based on interviewees feeling that the organization always operated
from a place of value and worked consistently to coordinate with members and
integrate ideas as appropriate. Where there was some question was on the full
understanding of where HBC is going and when and why they should reach out to HBC
given the reduction of services.

Involvement which includes Empowerment, Team Orientation and Capability

Development was rated medium due to a general sense of empowerment by

stakeholders to contribute to HBC though they were not always sure in what capacity

woul d be most helpful. There is a strong sen
There has been very little capability development as the focus has appeared to be on

downsizing rather than enlarging H B C blesin the heritage world.

Recommendations to address each of these components of organizational health can be
found in the Implementation Plan, section 3.3 on governance.
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Appendix C: Case Studies

C.1 Introduction

The following case studies are intended to present models of not-for-profit
organizations to stimulate the imagination of the HBC board and others. The not-for-
profit sector has undergone significant change over the last number of years —with
many non- profits seeking to diversify their funding base, typically away from being
largely funded by government.

Three case studies were developed — each represents a different model of operation
and funding. For each model we sought
model and provoke discussion.

The three models we chose were:
' An enterprising not-for-profit, a society that supports itself and delivers on its
mandate funded by its own earned revenue
9 A for profit business fully owned by a not-for-profit society
I A network model

C.2 Canada Green Building Council

The Canada Green Building Council (CaGBC) is a federal not-for-profit society that has
been in operation since 2002.

Model —The CaGBC is a sustainable Non Profit Organization offering programs and
services to members and stakeholders. The organization receives very little sustained
government funding —only for delivery of programs or services.

Nature of Organization — It is a member based organization, and is strongly tied to a set
of standards for green building (LEED) as well as related professional education and
accreditation. CaGBC has over 1600 members representing the breadth of the building
industry. The aim is to have a very broad based coalition of parties connected to green
buildings.

Mission/Mandate
Lead and accelerate the transformation to higlerforming, healthy green
buildings, homes and communities throughout Canada.

Vision
A transformed built environment leading to a sustainable future.
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The Council will work to:

1 change industry standards,

9 develop best design practices and guidelines,
9 advocate for green buildings, and
1

develop educational tools to support its members in implementing sustainable
design and construction practices.

Sources of Revenue

CaGBC has a primary tool, the LEED rating system, which is the basis of its work. LEED
establishes a common standard for green building. CaGBC licenses this standard from
the US Green Building Council who developed it. It has been modified for the Canadian
market and CaGBC has built educational and training programs around the standard.
The following is the breakdown of the key sources of revenue for the Council.

Programs
9§ anational annual conference
1 education and training programs (one and two day workshops, online
courses, webinars, accreditation preparation)

Services
9 building registration and certification (LEED certification)
9 accreditation of professionals

Products
9 sale of manuals, guidebooks related to LEED

Membership
1 corporate members
9 individual - chapter members

Annual revenue is $6 million.

How is this relevant to HBC

CaGBC has worked to develop a strong brand for itself and for the certification program
(LEED) upon which the organization is based. The strength of this branding and the
credibility of the organization have enabled the CaGBC to monetize its standard, which
is ultimately a third party verification.

Its products are largely information and educational — providing the tools and
knowledge for professionals (architects, engineers, planners) to deliver a given quality of
building. This is directly relevant to HBC. Other industry players (developers, municipal
staff, contractors and product manufacturers) are also potential clients as they seek to
understand this new approach and standard for building. The success of the CaGBC
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points to an opportunity for HBC in the creation of voluntary heritage standards or
guidelines supplemented by educational programs/training.

The demand for LEED is driven in large part by municipal approvals processes. In some
cases municipalities have required LEED certification or in other cases it has been
encouraged. Should HBC undertake the creation of a standard it would be necessary to
work closely with the municipalities and the province as the regulators to ensure
support for the adoption of such a standard.

The CaGBC works to bring together all parties related to green building — architects,
financiers, developers, utilities companies etc. This reaching out to all groups connected
to green building has strengthened the organization and allowed it to be a strong voice
about green building, as well as a central place for conversations about green building
within the professions.

C.3 Atira Property Management
Model — For-Profit Business wholly owned by a Not-for-Profit

Nature of Organization - Offers personalized client-focused management solutions for
strata corporations, building owners, housing cooperatives, not-for-profit societies, &
developers in Greater Vancouver

Mission - Offer excellent service to the community while reducing reliance on
government funding. The success of Atira Property Management Inc. (APM) will improve
the long-term sustainability of the Society.

Background - APM launched in 2002 is wholly owned by Atira Women's Resource
Society Al | of At i r a P rpoofitearetlopatedlita thesAtir&e Women't * S
Resource Society and used to fund transition housing and support services for women

and children who are recovering from the effects of violence and abuse within their
families. The enterprise turned a profit October 2004.

How it Relates to HBC

Other heritage organizations are successfully using a property management model as
presented in Appendix A.4. This approach to social enterprise can become a well
established business model that can provide financial support to HBC. As a not for profit
it has undertaken a commercial enterprise that provides it with unrestricted revenues.
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C.4 Ravelry

Ravelry is an online social network that allows members to share information about
their shared interests — knitting and crocheting.

Underlying Model - A user generated web-based platform for information sharing,
networking and mobilization.

Mandate

Ravelry is a place for knitters, crocheters, designers, spinners, weavers and dyers to

keep track of their yarn, tools, project and pattern information, and look to others for
ideas and inspiration. The content here is all user-driven; the community makes the site
what it is. Ravelry allow users to keep notes about projects, see what other people are
making, find patternsand connect with people ‘“who
the world’” through the online forums.

Background

Ravelry was founded in 2006 as a social networking site and pattern database for people
who knit; a place where users could discuss different types of yarn, swap knitting
patterns, and form online friendships through their shared hobby.

It currently has 2 million members.

Sources of revenue

9 Ravelry ran an online fundraiser which raised roughly $80,000 to pay for the
initial capital costs of the site, and the time contributed by the co-founders.
An online store sells a limited amount of merchandise
Revenue generated by click-throughs where members make purchases on other
site based on materials seen on the site

il
il

Membership Benefit - information sharing, storage of information

How is this relevant to HBC

One of the highest value activities of HBC was convening, facilitating a network and
enabling information exchange. Much of this currently happens through the Executive
Director. While this creates strong relationships the downside is that the information is
centralized in one person rather than being shared through the larger sector. Ravelry
presents an example of an online network that enables connection and information
sharing through relatively low cost platform.

Of particular interest to HBC might be the ability to create an accessible database of
projects, in this case heritage buildings. Information could be stored about the nature

of the project, professionals involved, Statement of Significance, images etc. which

would could then be accessed by all members of the networks.
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Content could be user-driven which would require little work on the part of HBC. And
ideally it would then reflect the needs and wishes of the community.

The heritage sector is a passionate sector - an online network could allow the sector to
become and stay connected with one another in spite of the geographic separations.

C.5 Vancouver Heritage Foundation

The Vancouver Heritage Foundation (VHF) follows a more traditional not-for-profit
model.

Underlying Model — VHF is a charity producing a range of programs related to its
mandate, which is to conserve and recognize the value of heritage buildings. It has
developed significant donor support, and has a high degree of partnership with City of
Vancouver.

Background

VHF was founded in 1992 as an offshoot of the City with the Mayor and Council as an
early board. It was quickly realized that it would not realize its potential with that
governance structure and in1998 it became a separate organization with a private board.
As part of its movement out of government there was a targeted fundraising campaign
to create an endowment for VHF. The campaign was called the Founding Pillars
campaign and individuals and organizations were asked to contribute $10,000 each.

The Founding Pillars support, along with and funds from the City created an endowment
which is now valued at $1.3 million. VHF receives interest from the endowment on an
annual basis to support its ongoing operating expenses.

The City continues to support VHF through an annual contract for services. The value of
this contract was $116,000 for the 2012 fiscal year.

Sources of revenue
VHF supports itself with the following mix of income

A Programs - 39% (includes education and training events, public events including
heritage tours)
Fund development - 61% (includes the City Grant, income from the endowment
and annual fundraising campaigns. The annual fundraising campaign contributes
44% of the overall revenue split equally between receipted and non-receipted
donations.)

>
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How is this relevant to HBC

VHF is a locally based heritage advocacy group with a similar mandate to HBC, with the
exception of the geographic area it serves. While still a fairly traditional model VHF has
become somewhat diversified with a strong base of well-attended programs.

VHF has also become a fairly successful fundraising organization - with a mix of
endowment income, annual contribution from the city and annual fundraising
campaigns.

It began its life as a municipal offspring, and has now become a strong, vital organization.
Rather than be independent, a partnership has developed between the two
organizations. The City remains an active contributor to VHF providing roughly 25% of
the annual budget.
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Appendix D: Review of Other Heritage Organizations

In addition to the Vancouver Heritage Foundation, a number of other Canadian not-for-
profit heritage organizations were examined from the perspective of how much public
sector financial support they receive to carry out their mandate.

The organizations examined were:

1 Heritage Saskatchewan
Edmonton Heritage Council
Victoria Heritage Foundation
Victoria Civic Heritage Trust
Ontario Heritage Foundation

1
il
il
1

D.1 Saskatchewan Heritage

Heritage Saskatchewan Alliance Inc.® was established as a not-for-profit organization in
2009. Its mission is to be the collective voice of all who value heritage in Saskatchewan.
Its primary activities to date have been building awareness, building community and
establishing a registry of funding sources available for heritage and advocacy. It had
revenues in 2010-11 of $340,000 of which $295,000 or 87% came from the Province of
Saskatchewan through funding provided by Saskatchewan Lotteries.

D.2 Edmonton Heritage Council

Edmonton Heritage Council* was founded as a not-for-profit organization in 2009. Its
mission® is to support the work of individuals and organizations that:

1T research, preserve, protect and present E
9 promote an understanding of how this distinct place and community came to be;
and

 engage with the past in planning for the future.

Its activities to date include:
9 in partnership with the Edmonton Arts Council and the Edmonton Federation of
Community Leagues, bringing historians and artists together to tell the story of
their neighbourhoods and connect residents to it
9 in partnership with the City of Edmonton, leading the development of a strategy
for preserving Edmonton’ sleciohsst ori cal ar ch

3 Heritage Saskatchewan Annual Report 2010-11.
http://heritagesask.ca/+pub/document/Heritage-Saskatchewan2010-11-Annual-Report.pdf.
4 Edmonton Heritage Council website. Accessed 8 November 2012.

5 Edmonton Heritage Council Annual Report 2011.
http://www.edmontonheritage.ca/default/assets/File/2011-annual-report-final-web.pdf
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9 in partnership with the Edmonton Historical Board, expanding the content of
Edmont on Maps Heritage, an online resourc
heritage

9 in partnership with MacEwan University, Alberta Museums Association and
Edmonton Arts Council, offering a speaker series exploring arts, heritage and
cultural developments relevant to Edmontonians

T raising the profile of Edmonton
the City of Edmonton and the Edmonton Historical Board

s heritag

The Edmonton Heritage Council had revenues in 2011 of $487,000° of which $386,000
or 79% was provided by the City of Edmonton.

D.3 Victoria Heritage Foundation

The Victoria Heritage Foundation’ is a not-for-profit organization established by the City
of Victoria in 1983 to support owners of heritage buildings which were originally
intended as single-family structures or duplexes. Its principal function is to disperse
grants to owners of Heritage Designated houses for the appropriate maintenance, repair,
restoration and rehabilitation of their buildings. It also undertakes projects in the fields
of education and public awareness, such as publication of This Old House booklets and
Neighbourhood Heritage Walking Tour brochures in partnership with HBC and the
Vancouver Heritage Foundation. Its 2011 revenues were $198,000 of which $189,000 or
95% was provided by the City of Victoria®.

D.4 Victoria Civic Heritage Trust

The Victoria Civic Heritage Trust’is a not-for-profit charitable organization established in
1989 by the City of Victoria. It works in cooperation with the City and community
heritage groups to develop, administer and financially support programs that preserve,
promote, interpret and enhance the cultural and natural heritage resources of the City
of Victoria and its environs. Its activities include:
1 Aiding in the rehabilitation of heritage buildings through restoration grant
programs.
1 Developing a program to interpret the history of Victoria to its residents and
visitors.

6 2011 revenues consisted of $281,449 in the General Fund of which $260,100 was received from the
City of Edmonton and $205,250 in the Program Fund of which $126,000 was received from the City
of Edmonton. Source: Edmonton Heritage Council 2011 Annual Report.

7 Victoria Heritage Foundation website. Accessed 8 November 2012.
http://www.victoriaheritagefoundation.ca/about.html

8 Victoria Heritage Foundation 2011 Annual Report.
http://www.victoriaheritagefoundation.ca/VHF-AnnualReport2011sm.pdf

9 Victoria Civic Heritage Trust website. Accessed 8 November 2012.
http://www.heritagevictoria.org/moreinfo.html
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1 Promoting the interpretation and conservation of Victoria's landscapes and
historic cemeteries.

f Stimulating public appreciation and knowledge of heritage activities in the
Greater Victoria area.

Its 2011 revenues were $543,000 of which $532,000 or 98% was provided by funding
from the City of Victoria™.

D.5 Ontario Heritage Trust

The Ontario Heritage Trust —the province's lead heritage agency —is dedicated to

identifying, protecting, renewing and promoting Ontario's built, cultural and natural

heritage™. As a not-for-profit crown corporation it is exempt from income tax and can

issue income tax receipts to donors. The Trust is an agent of the Ontario Ministry of

Culture and operates under the Ontario Heritage Act. It is committed to preserving,

protecting and promotingOntario” s her i tage by accepting, hol
gifts of provincially significant heritage properties and articles of a cultural nature. It

provides technical expertise and financial support to individuals, organizations and

public bodies involved in heritage preservation, and undertakes research, public

education and other initiatives.

The Ontario Heritage Trust holds 27 built heritage sites ranging from a restored 19th-
century pharmacy to an Edwardian mansion, from an early fur-trading post to a city
estate. Eleven of these properties have been designated as National Historic Sites. The
Trust also acquires conservation easements on historic properties

Other significant areas of activity include the conservation of natural heritage - —
wetlands, woodlands, grasslands and geological land formations —through the Trust's
Natural Spaces Land Acquisition and Stewardship Program; the administration of the
Ontario Heritage Act registry; and, the maintenance of the Ontario Plaque Guide in both
printed and online versions.

The Trust has four major sources of revenues: government grants, rental and license
fees, interest income and fundraising. In 2010-11, the Trust had total revenues of
$12,897,000 with $7,127,000 or 56% being provided by government grants'?. The Trust

10 2011 Registered Charity Return information. Accessed 8 November 2012. http://www.cra-
arc.gc.ca/ebci/haip/srch/advancedsearch-eng.action

11 Ontario Heritage Trust website. Accessed 8 November 2012.
http://www.heritagetrust.on.ca/Home.aspx

12 Ontario Heritage Trust Year in Review 2010-11.
http://www.heritagetrust.on.ca/getattachment/Resources---Learning/Free-publications/Annual-
Report/2010-2011-Year-in-review-ENG.pdf.aspx.
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has a significant endowment valued at $11.6 million at the end of its 2009-10 fiscal
13
year.

D.6 Summary

All of the comparable heritage organizations reviewed had significant government
support ranging from a low of 25% of revenue for the Vancouver Heritage Foundation to
a high of 98% for the Victoria Civic Heritage Trust.

The two organizations with the lowest government funding, namely the Vancouver
Heritage Foundation and the Ontario Heritage Trust, had significant revenues from
fundraising.

A number of the organizations, most notably the Edmonton Heritage Council, placed an
emphasis on leveraging their financial and human resources through collaboration with
partners to achieve mutual objectives.

13 Ontario Heritage Trust Annual Report 2009-10. http://www.heritagetrust.on.ca/Resources-and-
Learning/Free-publications/Annual-Report.aspx
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Appendix E: HBC Budgets

1. Pro Forma Budget —HBC Strategic Plan 2012-2015, Year One (Sept 5, 2011)

EXPENSES
Administration:
Staff $90,000
Travel $15,000
Communications $2,500
Rent $5,000
Insurance $3,500
Office Expenses $9.000
Audit'Bank Charges $3,200
Dues, Fees, Registration $800
$129,000
Programs:
Conferences, meetings $15,000
Heritage Week $5,000
Mewsletter, E-News, Website $15,000
Awards $1,000
$36,000
Total Expenses: $165,000
REVENUES
Heritage Legacy Fund: Grant $90,000
Gaming $25,000
Event Registration $15,000
Membership Dues $15,000
Sponsorships $10,000
Grants, Contracts, Sales $5,000
Advertising $5,000
Total Revenues: $165,000
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2. HLF 2012-2013 Budget (April 11, 2012)

Expenses
Grants Program
Heritage BC 40,000
Community Grants $150,000
Mainstreet Designers 7,000
$237,000 237,000
Administration
Staff 510,000
Expenses $3,000
Insurance 32,000
Audit 32,000
517,000 517,000
Total Expenses 5254000
Revenues
Heritage Legacy Fund 205,000
Revenues Less Expenses ($48,000)
Unrestricted Surplus Start of Year 74,000
Surplus at End of Year 525,000
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