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Property Assessment & Taxation Framework %o

VANCOUVER

City
Land G COuInC|I
Use v

Policies

Market ﬂ

Dynamics 6 A
BC Other Taxing
Assessment Authorities
BC Assessment determines: City Council determines:
E » property value based on highest & » land use policies (zoning, density, etc.)

:  best use & market activities 5 i+ total tax levy to be collected
* property class based on actual use « residential/business tax share
: i i+ taxrate for each property class
: i+ use of land assessment averaging

3



Revenue Neutrality Sy or

VANCOUVER
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Differential Property Value Increases Result 0
In Differential Taxation Impact VANCOUVER




Improving Business Tax Share & Fiscal Restrain
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Informing the Public e

VANCOUVER

A video at vancouver.ca/property-tax illustrates the relationship between
assessment changes and property taxes

Qﬁmawor Howto ... v | Search n L 311
VANCOUVER

Green Your About Parks, Recreation, Home, Property, and People and Streets and Doing

Vancouver Government Vancouver and Culture Development Programs Transportation Business

Ho I = x

* Home, Property, and Development = Property ta

Home, Property, and  Property tax o]=]flv]+]
Development
I> Waste disposal and
recycling
4 Property tax
Balance and tax notice

b Paying your taxes

Find and change
property information

b Understanding your tax
notice

Tax sale property
ion

auctiol
b Empty Homes Tax
b Utility and landfill bills

1> Building and renovating

1> Urban planning, zoning
and development

Q4 2017 - BCA mailed notifications to property owners with significant
assessment increases in 2018 (>15% higher than class average increase)
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Property Tax Relief Programs o

VANCOUVER

Residential Non-residential

Provincial Programs
1. Assessment Act s19(8)

(long-term owner/occupier adjustment) N/A
2. Home Owner Grant N/A
3. Property Tax Deferment N/A

City of Vancouver Program

Targeted Land Assessment Averaging for “hot” properties
(currently 3-yr; transition to 5-yr in 2019)




CoV Property Tax Relief Program N

Targeted Land Assessment Averaging " VANCOUVER

[llustration of Targeted Land Averaging Impact

I
< Non-Heot (no mitigation) Hot (mitigation eligible>

“Hot Threshold

Class Average Value Change

Council based 1

YoY Change in

Taxabﬁ\/alue

Minority of "Hot"Folios

v

Majority of Folios generally not "Hot"
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What is a “Hot” Property? o

VANCOUVER

Property Tax Policy Review Commission’s definition (2014)

A property that experiences an unanticipated, year-over-
year increase in total net assessed value, before land
averaging Is applied, which exceeds the average
assessment increase for the same property class >10%



Where are the “Hot” Residential Properties?

- CITY OF

2018: ~39,700 (21%) VANCOUVER
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Provincial Property Tax Relief Programs

-'CITY OF

Residential #1 - Assessment Act s19(8) VANCOUVER
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Provincial Property Tax Relief Programs

Residential #2 - Home Owner Grant

- 'CITY OF
VANCOUVER
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Intent:

Provincial grant to offset
taxes to protect lower value

- homes & seniors

How:

Up to $570 grant for lower
value homes; additional
$275 grant to seniors

Eligibility:

Owner/occupier @ principal
residence valued up to
$1.65M (reduced to zero @
$1.764

# of Claims:

2018: applications pending
2017: 82,000
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Provincial Property Tax Relief Programs

Simc/m OF

VANCOUVER

Residential #2 - Home Owner Grant

200,000

180,000

160,000

140,000

120,000

100,000

Residential Propertles

80,000

60,000

20,000

2018

4,900

2017

10,200

2016

10,000

2015

8,100

189,100

188,100

185,100

182,900

m No Basic Grant
Available due to
high value

® Partial Basic Grant
Available due to
high value

m Full Basic & Add'l
Grant Available

Partial Basic Grant
Available due to
Min Tax

® No Basic Grant
Available due to
Min Tax

Due to the disproportionate
increase in property values in
Vancouver (relative to the rest
of BC), # of properties not
eligible for HOG has been
Increasing over time.

The adjustment in HOG
threshold in 2018 increases #
of eligible residential
properties from 114,000 (61%)
to 118,000 (62%) in
Vancouver.
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Provincial Property Tax Relief Programs

- CITY OF

Residential #3 — Property Tax Deferment VANCOUVER
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Targeted Averaging — Residential Properties

Threshold: Value Increase >20.15% Tax Increase >13.7%  VANCOUVER
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How Provincial & City Tax Relief Programs Work Togethersﬁm’wor

VANCOUVER

Lost Full BasicGrant
but Averaged ~548

Lyeraged

~39 700

Full Basic Grant &vailakble
~118,000

Receiving section

19(8) Relief ~846
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How Provincial & City Tax Relief Programs Work Together

CITY OF

Loss of Home Owner Grant Offset by Averaging VANCOUVER

« 365 properties went from full grant in 2017 to no grant in 2018
« 357 properties (98%) could be eligible for targeted averaging

* |Impact of targeted averaging to these properties:

24.9% Median Property Tax Increase with HOG loss
(before targeted averaging)

5.7% Median Property Tax Increase with HOG loss
(after targeted averaging)

(Note: Analysis based on City’s property tax only; taxes levied by other authorities not included)

Targeted averaging largely offsets property tax increase
arising from HOG loss

20
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* Property Assessment & Taxation Framework

* Provincial & City Property Tax Relief Programs
 “Hot” Residential Properties

 “Hot” Commercial Properties

 Director of Planning-initiated Z&D/ODP Amendments
* Properties with Class Change

« Summary, Recommendations & Next Steps



Where are the “Hot” Commercial Properties?
2018: ~4,400 (30%)) VANCOUVER
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Why Commercial Properties become “Hot"? %o

VANCOUVER

e supply and demand
* major infrastructure investment (e.g. rapid transit)

» City-led neighborhood planning effort which define new
highest & best uses for existing properties

* market speculation



Development Potential Drives Up Property Values %E%UVER

Current situation

developed de.'-feloped.commer-..:ial denﬂty + : develﬁped commercial +

commercial density undeveloped residential density residential density

rezoning/

‘i!:-» and
speculatmn

'hssessment - |
T ; ] Value: 20/80% retail/residential |
Class: commercial/residential

assmeaton
- out of sync Assessment

| Value: 20/80% retail/residential :

Assessment
Value: 1 storey retail

Class:  100% commercial Class: 100% commercial

| Taxation
Taxation Taxation Commercial: business tax rate |
100% business tax rate _ | 100% business tax rate | Condo: residential tax rate

L

Emerqging situation

Appeals underway in zones with specificity

Successful appeals see development potential moved from
commercial (higher tax) to residential (lower tax)

24



L
> CITY OF

VANCOUVER




Transfer of Tax Burden from Landlords to Tenants o

VANCOUVER

Rent includes... | Add’l charges...

Gross Lease

7p)
o
-
: g Modified Gross Lease
o lCl_J Utilities,
Y— janitorial
4? “N” Lease
o Tax, utilities,
+ janitorial
m 11 3]
O 0 NN” Lease
8 O Tax, insurance, utilities,
o O janitorial
= g “NNN” Lease
LIU Tax, insurance, maintenance,
utilities, janitorial
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Transfer of Tax Burden from Landlords to Tenants  vor

VANCOUVER
developed deﬁeloped.commerf.:ial denﬂty + . devel»ﬁped commercial +
haob: density undeveloped residential density | residential density

rezoning/

E@» land » ‘ redevelopment ‘
speculatmn

Assessment

Assessment nut nf sync ; [Assessment U 1 Value: 20/80% retail/residential |
Value: 1 storey retail | Value: 20/80% retail/residential | Class: commercial/residential
Class:  100% commercial | Class: 100% commercial i

| | Taxation !
Taxation | Taxation Commercial: business tax rate |

100% business tax rate | | 100% business tax rate Condo: residential tax rate |

L

Tenants enter into leases before land value escalation,

cannot reasonably anticipate, nor afford to pay,
significantly higher taxes resulting from undeveloped
density during lease term

27



Transfer of Tax Burden from Landlords to Tenants o

VANCOUVER

* While property owners benefit from rising property values upon
redevelopment or sale, small business tenants continue to
shoulder the entire tax burden pertaining to the rented space as
well as the unrealized development potential.

* Typical commercial leases do not convey development rights to
tenants and tenants do not realize any benefit of the increase in
property values, as an owner would, upon redevelopment or sale.

« Taking on the full burden of property taxes can cause significant
financial distress for small businesses

* Fixed-term leases offer certainty on rent but not property taxes,
especially when spike in taxes arise from actual/perceived
development potential that occurs during the lease term.
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Challenges Faced by Owner/Operators

CITY OF
VANCOUVER

develo

[P developed commercial density +
commercial density

rezoning/
land
speculatmn

By ]

‘i!"

| Assessment
Value: 1 storey retail
Class:  100% commercial

[ Assessment
| Value: 20/80% retail/residential |
|"Class: 100% commercial i
Taxation
100% business tax rate {

Taxation
| 100% business tax rate

undeveloped residential density |

: develﬁped corﬁmercial.+
residential density

‘ redevelopment ‘

Assessment ;
Value: 20/80% retail/residential |
Class: commercial/residential

Taxation |
Commercial: business tax rate |
Condo: residential tax rate !

Similar to tenants, owner/operators cannot reasonably anticipate, and
may not be able to afford to pay, significantly higher taxes resulting from

undeveloped potential

Unlike tenants, owner/operators could arrange for mortgage financing
and/or relocate and sell/redevelop property

29



Targeted Averaging — Light Industrial/Business Properties

Threshold: Value Increase >36.3% Tax Increase >12.49%  VANCOUVER
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Potential Provincial Policy Tools to Complement

CITY OF

Targeted Averaging VANCOUVER
developed commercial density + developed commercial density «
undeveloped residential density undeveloped residential density

|m [ m |

Amzessment Assessment

“alue: 20% retail 20% residential Value: 20% retail 20% residential
Claz=s: 100% business ﬁ Clas=s: 20% business &0% residential
Taxation Taxation

100% business 20% business 80% residential

Clarify criteria in the Assessment Act for Split Assessment

developed commercial density + developed commercial density +
undeveloped residential density undeveloped residential density
Owner/operators defer
I[;:r:}g{ljc;:gﬂpa;étaxes | taxes on undeveloped
P density until

density sale/redevelopment

—

| Tenants pay taxes on
| rented space

Split Tax Bill Tax Deferral

g Owner/operators pay
| taxes on actual use

31
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Director of Planning-initiated Z&D/ODP Amendments %o

VANCOUVER

It has been Council practice to mitigate impact of Director of
Planning-initiated amendments to the Zoning &
Development By-law and/or Official Development Plan
under the averaging program, especially in circumstances
where there has been no physical change to the property
and no action by the property owner to change the zoning
on the site.

2018: Mount Pleasant Industrial Area, Railtown (Historic
Industrial) District, and False Creek Flats Area
~170 properties (73%) would be eligible for targeted averaging:
~12 residential (Class 1)
~158 light industrial & business (Class 5 & 6) properties



Targeted Averaging — Residential N2

Mt Pleasant, Railtown & False Creek Flats " VANCOUVER
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Targeted Averaging — Light Industrial & Business

ITY OF

Mt Pleasant, Railtown & False Creek Flats " VANCOUVER
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« Summary, Recommendations & Next Steps



Properties with Class Change Not Eligible for

- 'CITY OF
VANCOUVER

Targeted Averaging

A number of appeals that have similar characteristics as the Amacon have
been settled in the last few months where the value of undeveloped density
will be transferred from Class 6 — Business to Class 1 — Residential

Properties impacted ~ "Split-class” properties
by split classification  that would not be targeted
in2018 for averaging ("not-hot")

(50)

"Split-class" properties
worse off if averaged
under previous class

(44) "Split-class"
properties
undergoing

redevelopment

(4)

Total: 124 properties

» 50 properties below averaging “threshold”

» 44 properties benefit more from “split
assessment” than from averaging alone

» 4 properties undergoing redevelopment

» 26 properties receive “split assessment” and
results in ~20% tax savings on average

Residual "split-
class”
properties ineligible
for averaging




Properties with Class Change Not Eligible for

CITY OF

Targeted Averaging VANCOUVER

* For the purpose of targeted averaging, a “threshold” is set for Class 1
and for Classes 5 & 6 separately, not in aggregate.

* Where certain portion of property value is reclassified from Class 6 to
Class 1 and there was no Class 1 value in the prior two years, the 3-
year averaging formula cannot be applied.

* Reclassification could reduce the year-over-year increase in Class 6 to
below the “threshold”.

* Properties that have received reclassification cannot be treated as if
such reclassification did not occur for the purpose of averaging

* No exceptions granted to prior appeals where property values came
down or values got shifted between land and improvement, but resulted
In a higher tax amount during the transition yeatr.

Despite being ineligible for averaging, “split assessment”
should help lower overall tax bill over the long term
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Summary - Impact of Averaging on Tax Rates Sk«

VANCOUVER

Preliminary Tax Rate (per $1,000)

Residential Light Industrial

& Business
No Averaging $1.20 $4.62
Targeted Averaging (as proposed) $1.24 $5.06

Change 3.3% 9.6%




Summary - Targeted Averaging (2015-2018) %«

VANCOUVER

- Residential Light Industrial & Business

Hot Property Tax Rate Hot Property Tax Rate
Year Count Change Count Change
(from No Avg’'g) (from No Avg’g)
2018~ 39,700 +3% 4,400 +9.6%
2017 19,500 +3% 3,300 +9.8%
2016 15,800 +2% 2,800 +5.4%

2015 9,900 +1% 1,500 +3.8%




Summary e

VANCOUVER

* City currently uses Targeted Averaging to smooth out
short-term assessment volatility

« Potential provincial policy tools to support small business:

— Split Tax Bill to limit tenants’ tax obligation to rented space
— Tax Deferral to provide cashflow relief for owner/operators

— Clarify & standardize criteria with regards to approach for
Split Assessment

* Review & update the Assessment Act to address
emerging assessment & taxation issues based on best
practices
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Approach & Next Steps Sy or

VANCOUVER

« Escalating property values are a regional issue, not just
In Vancouver

* Arequest has been sent to the Province to lead an inter-
governmental workgroup (Province, BC Assessment,
City of Vancouver, Metro Vancouver municipalities) to
recommend policy options for implementation in 2019

e Continue to work with Metro Vancouver to address
Increasing tax burden for small business from
provincial/regional taxing authorities

— City taxes <50% of total taxes
— Vancouver’s share of OTA levies keep increasing
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Recommendations for 2018 S o

VANCOUVER

Apply targeted 3-year land assessment averaging for
Residential (Class 1) and Light Industrial & Business (Classes
5&6) properties

Adopt a “threshold” of 10% above the property class average
change (2018 Revised Roll) for Class 1 and for Classes 5 & 6 to
define eligibility for targeted averaging

Consider properties impacted by Director of Planning-initiated
amendments to the Zoning & Development By-law and/or ODP in
Mt Pleasant Industrial Area, Railtown (Historic Industrial)
District, and False Creek Flats Area for targeted averaging

Adopt Land Assessment Averaging By-law
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2018 Property Taxation — Next Steps Mova

BCA finalized 2018 BCA finalizes 2018 Assessment
Assessment Roll (15t draft) & Roll (final) & Average Roll
sends Assessment Notices (based on Averaging By-law)
to property owners
) I

Council approves
average tax rates
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