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Property Assessment & Taxation Framework S o

VANCOUVER
BCAssessment
City
Land Cmmmmm————————— Council
Use *
Policies &
Tax Rate Tax Rate
(CoV) I (OTAs)
Market ﬂ
Dynamics 'F 'F
BC Other Taxing
Assessment Authorities
BC Assessment determines: City Council determines: :
: « property value based on highest & : :¢ land use policies (zoning, density, etc.)
best use & market activities : i1« total tax levy to be collected

i+ property class based on actual use I i+ residential/business tax share
: : « tax rate for each property class
: i+ use of land assessment averaging
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Property Assessment & Taxation Framework %%UVER

City tax rates are determined by...

« How much property tax is required to support the budget

 How tax levy is shared across property classes

 How tax levy is shared within a property class



Revenue Neutrality < -

VANCOUVER
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Property Classification BCAssessment

Council cannot
add or remove
property classes

$68.8B, 16.7% $0.9B, 0.22%

Business and other Recreation / non-profit
(Class 6) (Class 8)

$0.3B, 0.07%
Utilities
$339.9B, 82.5% (Class 2)
Residential

(Class 1) $0.2B, 0.05%

Major industry
(Class 4)

$0.2M, <0.01%
Farm (Class 9)

$0, 0% Supportive
housing (Class 3)

Council can only set one tax rate for each property class
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Assessment Changes & Taxation Impact &«

Year 1

—

Year 2

VANCOUVER




Assessment Changes & Taxation Impact 0
Residential VANCOUVER

Average City Property Tax Single-Family vs. Strata City Property Tax Increase Single Family vs. Strata vs Overall Residential
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= 'CITY OF

VANCOUVER

Informing the Public

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

”Gpl:-'*c:- How to ...~ i : H S 3--1
VANCOUVER
i : wpoat:
BE0Ran

Home, Property, and ~ Property tax
Development

How your property taxes are calculated . -+
Lt g
S

4 Propesty iax

CITY OF
VANCOUVER

Q4 2018 - BCA notified property owners with significant assessment increases
(>25% higher than class average increase for residential,
>15% higher than class average increase for all others)
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Property Tax Relief Programs S 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
(transitioning from 3-yr to 5-yr in 2019)
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What is a “Hot” Property? S

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%



Why Properties become “Hot”? < e

e supply and demand
¢ market speculation
e major infrastructure investment (e.g. rapid transit)

« City-led neighborhood planning effort which define new
highest & best uses for existing properties
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City Tax Relief Program s
Targeted Land Assessment Averaging VANCOUVER

!
< Non-Hot (no mitigation) Hot (mitigation eligible>

ot Threshold

Class Average Value Change

Council based 1

YoY Change in

Taxabﬁ\lalue

Minority of "Hot"Folios
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City Tax Relief Program s
Targeted Land Assessment Averaging VANCOUVER
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City Tax Relief Program s

Targeted Land Assessment Averaging VANCOUVER
2019 Land Value Average of 2015-19 Land Value

+ 2019 Improvement Value + 2019 Improvement Value

= 2019 Taxable Value et = 2019 Taxable Value yerage

X 2019 Tax Rate \ja ket X 2019 Tax Rate syerage

= 2019 City Tax Levy = 2019 City Tax Levy
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Where are the “Hot” Residential Properties’?&w
2019: ~42,200 (21%) [2018: ~39,700 (21%)] VANCOUVER
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Targeted Averaging — Residential -
Threshold: Value Increase >11.7% [2018: 20.2%] VANCOUVER

40,000 [ ;

Assessment Impact

11.7% threshold value increase

25,000

S
8
o
1.7% averagetaxable value Increase

20,000
5 year targeted averaging

# of Properties

Mo averaging

15,000

10,000

5,000

R e e Lt L s L i i

=(25%) (20%) (15%) (10%%) (5%) 0% B% 10% 15% 20% 25% 30% 35% 40% 45% 50% 55% 60% 65% T0% 75%+

Taxable value increase (2019 vs 2018)
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Targeted Averaging — Residential -
Threshold: Value Increase >11.7% [2018: 20.2%] VANCOUVER

Taxation Impact

30,000

25,000

4.5% Council directed tax increase

20,000
——No averaging

# of Properties

5 year targeted averaging
15,000

\,\ ,/\,J\ L\j\

5,000

) \r\""‘“"“‘\« /

<(25%) (20%) (15%) (10%) (5%) 0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50% 55% 60% 65% 70% 75%+

Estimated tax increase (2019 vs 2018)
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Averaging — Impact on Residential Tax Rate &«

VANCOUVER

Tax levy required $ 434M
Assessment base $ 337B
Tax rate $1.287
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Averaging — Impact on Residential Tax Rate &«

VANCOUVER

£

Tax levy required $434M $434M
Assessment base  $337B  $330B \b
Tax rate $1.287 $1.315 4\
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Provincial Tax Relief Programs
Residential — Assessment Act s19(8)

BCAssessment

I M “/.'

Intent:

* Protect long-term home

- owners whose assessed

values would rise due to
zoning changes

How:

~ Land is assessed based on

~ current zoning, not
- anticipated redevelopment
- potential
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Eligibility:
Owner/occupier @ principal
residence >10 yrs

# of Properties:

2019: 1,021
2018: 846
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Provincial Tax Relief Programs

BRITISH
Residential - Home Owner Grant SOOI
Intent:
WEST END Provincial grant to offset taxes
\ FRRBOUR _to protect lower value homes
DOWNTOWN SOUTH / - & seniors

EE=2 4 180 b . = T
FASLE CREEK MORTH __, i) .
\ mwl'“ HASTINGS EAST H OW .

Up to $570 grant for lower

7,208 GRANDVIEW value homes: additional $275
-435 _5,533 — !
I | TS METEER FENEER grant to seniors
m - . -“3,041
- EE:, E=an e Eligibility:
= fory sl r o : .
ki HEIGHTS |\ =n G OW_ner/OCCUpIer @ pl’lnCIpal
S - E residence valued up to
KEFTISGALE | FRASER | FNIGHT : $1.65M (reduced to zero @
' | 1.764M)
coy Y, B G
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\ B > FRASETRVIEW 2019: applications in progress
SOt =2 _ : — 2018: 83,200
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Provincial Tax Relief Programs .
Residential — Property Tax Deferment -

COLUMBIA
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How Provincial & City Programs Work Together="
VANCOUVER

w BRITISH

COLUMBIA

Ineligible for Full Basic Grant
but Targeted ™~6,000

Averaged
~42,200

Full BasicGrant Available
~134,000

Receiving Section
19(8) Relief ™~1,000
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Where are the “Hot” Commercial Properties?
2019: ~4,200 (28%) [2018: ~4,400 (30%)] VANCOUVER
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Targeted Averaging — Light IndustriaI/Busin%as

CITY OF

Threshold: Value Increase >34.7% [2018: 36.3%)] VANCOUVER

Assessment Impact

3,500

3,000

24.7% average asessment increase
34.7% Threshold assessment increase

N
62}
o
(=}

5 year targeted averaging

Unaveraged

# of Properties
N
o
3

1,500

1,000
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Taxable value increase (2019 vs 2018)
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Targeted Averaging — Light IndustrlaI/Busm%as

CITY OF

Threshold: Value Increase >34.7% [2018: 36.3%)] VANCOUVER

4,500

Taxation Impact

4,000

3,500

4.5% Councildirectedtax increase

3,000

2,500
——Unaveraged

5 year targeted averaging

# of Properties

2,000
1,500

1,000

AWl

<(25/)(20/) (15%) (10%) (5%) 0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50% 55% 60% 65% 70% 75%+

Estimated tax increase (2019 vs 2018)
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Averaging — Impact on Commercial Tax Rate

VANCOUVER

£

Tax levy required  $344M $344M
Assessment base 85B $ 79B \b
Tax rate $4.04 $4.35 *
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Recommendations S o

« Apply targeted 5-yr averaging for residential, light
iIndustrial & business properties

« Set threshold at property class average change + 10%
« Limit averaging up to, but not below, the threshold

* Do not exclude properties impacted by Director of
Planning initiated amendments to Zoning &
Development By-law or ODP for consideration under
targeted averaging
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Development Potential Drives Up Property VaIuesBCAmW

' develor:ed i : § ~ developed mmmercial density+ ; § developed c{:-mmer-:.iaH
ens l:y ';'"undevelopedresidenttaldens‘itv,r"g;' B . r’esidentialdens‘ity

com mercial d

rezoning/
land
- speculation

Valuation &

................. Class .IT.i Cati on E 'ﬁsmsment :
| out of sync Assessment ' ; Value: 20/80% retail/residential
Value: 1 storey retail : Value: 20/80% retailfreaidential Class cnmmerdaUresidenﬁal
;Eclass 100'5 commercial : T R ‘Class: 10096 ‘commercial Taxaﬂnn : -1
Taxatlon : : Taxation Commrdal: busln;es-s tax rate
égwoesbusinessuxrate o 100% business tax rate . | condo: residential tax rate
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Assessment Increases Impact Owners & Tenants Differently...
Landlords Transfer Tax Burden to Tenants \NCO

Rent includes... | Add’l charges...

Gross Lease

7p)
o
-
: g Modified Gross Lease
o lCl_J Utilities,
Y— janitorial
E “N” Lease
o Tax, utilities,
+ janitorial
m 11 3]
O NN” Lease
&J O Tax, insurance, utilities,
o O janitorial
= g “NNN” Lease
3 Tax, insurance, maintenance,
utilities, janitorial
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Landlords Transfer Tax Burden to Tenants <%«

VANCOUVER

develor:ed . . | developed commercial density + | : " developed commerci L+
| commercial d nsity : L P 2 y+ : : p a

-+ CONITICTECIaT density - e undevelopedres’ldenttal dens‘ity"g'i' o o residentialdensity

rezoning/
land
- speculation

Valuation &
Classification

| out of sync Assessment : ; Value: 20/80% retail/residential
Value: 1 storey retail : Value: 20/80% retailfreaidential Class cnmmerdaUresidenﬁal
;Eclass 100'5 commercial : ) oo i Class: 10096 ‘commercial Taxaﬂnn : : B
Taxatlon : Taxation Commrdal: busln;es-s tax rate
égwoesbusinessuxrate o 100% business tax rate . | condo: residential tax rate

S
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Landlords Transfer Tax Burden to Tenants <.

* 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.

« While property owners benefit from rising property
values upon redevelopment or sale, small business
tenants shoulder the entire tax burden pertaining to the
rented space & development potential.

« Typical commercial leases do not convey development
rights to tenants, and tenants do NOT benefit from rising
property values upon redevelopment or sale.



Challenges Faced by Owners/Operators <%«

VANCOUVER

' deveilor:ed ; : . | developed commercial density + : B 'Eévelopéﬁiﬂmmer&iil -
commerca __________ n sty ......................... ';'"undevelopecrresidential dens‘ityr“g; ......... TP o r’esidentialdens‘ity

rezonmg."
land
- speculation -

Valuation &

.................. class ,IT.i Gati on E 'ﬁsmsment
| out of sync Assessment : ; Value: 20/80% retail/residential
Value: 1 storey retail : Value: 20/80% retailfreaidential Class cnmmerdaUresidenﬁal
;Eclass 106'5 commerctal : ) oo i Class: 10096 ‘commercial Taxaﬁon : : B
Taxatlon : Taxation _Commercia.l: busln;es-s tax rate
55100’56businesstaxrate . __________________ | 100% business tax rate ; | Condo: residential tax rate
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VANCOUVER

Property Assessment & Taxation Framework
Assessment Changes & Taxation Impact
Targeted Land Assessment Averaging
Provincial Tax Relief Programs
Recommendations

Development Potential & Impact on Independent
Small Businesses

Update on Business Tax Share & Tax Rate
Ratio, and Provincial Assessment Reform Work
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Update on Business Tax Share & Tax Rate Ratio: o

VANCOUVER

Declining Business Tax Share
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Update on Provincial Assessment Reform Work¥:

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

* Aninter-governmental workgroup commenced in Q4
2018 to review policy options

— Province: Ministry of Municipal Affairs & Housing and Ministry of
Finance

— BC Assessment
— Metro Vancouver (RAAC & RFAC): Vancouver, Burnaby,
Coquitlam, North Vancouver, Richmond, Surrey and West
Vancouver
* Primary focus is to address assessment &

classification of development potential

Policy options must be targeted & time-limited



Preliminary Policy Options Submitted to the Provin%@
for Consideration to Address Development Potentiabance

developed commercial density + developed commercial density +
undeveloped residential density undeveloped residential density

Assessment
‘“alue: 20% retail 20% residential

ﬁ Clag=s: 20% business 20% residential
Taxation

20% business 20% re=sidential

Aszessment
‘“falue: 20% retail 20% residential
Clas=s: 100% business

Taxation
100% business

Clarify & simply criteria in the Assessment Act for Split Assessment

developed commercial density + developed commercial density +
undeveloped residential density undeveloped residential density

Owner/operators defer

| taxes on undeveloped
density until

sale/redevelopment

Landlords pay taxes
= on undeveloped
density

| Ownerloperators pay
| taxes on actual use

| Tenants pay taxes on
_J-_ rented space

Split Tax Bill Tax Deferral
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Next Steps: Property Taxation Cycle il

VANCOUVER

BCAssessment

BCA: BCA: BCA: BCA: BCA: BCA:
Property Property Completed Assessment Revised Roll Average Roll
valuation classification Roll Notices ? 4
7\ (actual use) 4 t  BCA:Assessment | |
I % ' _ | appeals reviewed by | _ o
I CoV: Council | Property Assessment | CoV: Council CoV: Tax billing
I | approval of operating | Review Panel | \ approval of tax & Collection
I | budget & tax levy | I distribution 4
————————— >
| _ | | _ | N
| CoV: Council | | CoV: Council approval CoV: Council
| approval of | | of land assessment approval of
| permissive | | averaging | tax rates
I exemptions I I I |
I f I | BCA: Property ?« : 4 :
| | | | owners submit | | | |
I I I |assessment appeals I I I I
| | | QT T | | | |
| | | | | | | | |
| | | | | | | | | >
July October December January February March April May May-July
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Questions? S o

VANCOUVER
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