From: "Mochrie, Paul" <Paul.Mochrie@vancouver.ca>
To: ™MDirect to Mayor and Council - DL"
Date: 11/30/2023 4:15:35 PM
Subject:  Empty Homes Tax annual report
Attachments: EHT - Council Memo EHT 2023 annual report.pdf
2023 EHT annual report.pdf

Good afternoon Mayor and Council,

Please find attached the Empty Homes Tax Annual Report for the 2022 vacancy reference year (January-December
2022), along with a covering memorandum from Patrice Impey.

The Vancouver Charter mandates the production and publication of an annual report on the EHT by December 1 of
each year. Consistent with that requirement, the attached report for 2022 will be posted online tomorrow. We ask
that you please refrain from distributing or referencing the content of the report publicly in the interim.

If you require any additional information regarding this matter, please do not hesitate to connect with Patrice.

Best,
Paul

Paul Mochrie (he/him)

City Manager

City of Vancouver
paul.mochrie@vancouver.ca
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The City of Vancouver acknowledges that it is situated on the unceded traditional territories of the x*maBk*ayam (Musqueam),
Skwxwi7mesh (Squamish), and salilwatat (Tsleil-Waututh) Nations.




FINANCE, RISK & SUPPLY CHAIN MANAGEMENT
Office of the General Manager

MEMORANDUM November 29, 2023
TO: Mayor and Council
CC: Paul Mochrie, City Manager

Armin Amrolia, Deputy City Manager

Karen Levitt, Deputy City Manager

Sandra Singh, Deputy City Manager

Katrina Leckovic, City Clerk

Maria Pontikis, Chief Communications Officer, CEC

Teresa Jong, Administration Services Manager, City Manager’s Office
Mellisa Morphy, Director of Policy, Mayor’s Office

Trevor Ford, Interim Chief of Staff, Mayor’s Office

lain Dixon, Assistant Director, Legal Services

Dan Garrison, Assistant Director of Housing Policy & Regulation, PDS

FROM: Patrice Impey
General Manager, Finance, Risk and Supply Chain Management

SUBJECT: 2022 Empty Homes Tax Annual Report

Dear Mayor and Council,

The purpose of this memo is to provide a copy of the 2022 Empty Homes Tax (“EHT”) annual
report which will be posted on the City’s website on December 1%, 2023. This memo provides a
summary of key impact indicators and revenue and expenditures to date.

Background/Context

The Empty Homes Tax or “Vacancy Tax” is levied on empty and under-utilized class 1 residential
properties in the City of Vancouver. Homes or land declared, determined or deemed to be vacant
are subject to a 3% tax of a property’s assessed taxable value. Most residential properties are
not subject to the tax, including homes that are principal residences or rented out for at least six
months of the year; or homes that are eligible for one of the exemptions set out in the by-law.
The core objectives of the EHT are:

e To return empty or under-utilized properties to use as long-term homes for people who live

City of Vancouver, Finance, Risk & Supply Chain Management
453 West 12" Avenue, Vancouver, BC V5Y 1V4 Canada
vancouver.ca



and work in Vancouver; and
e To prevent additional properties from becoming empty.

EHT revenues are allocated to support affordable housing initiatives, as required by the
Vancouver Charter.

1. 2022 EHT Annual Report

The EHT annual report is required to be prepared under the Vancouver Charter, and it is posted
to the City of Vancouver website no later than December 1 each year pursuant to the provisions
of the Vacancy Tax By-Law. Regular updates on EHT property status declarations, audits, and
use of EHT revenue are part of the EHT annual report.

The 2022 EHT annual report includes revenue and compliance activities up to November 1, 2023
for vacancy reference years up to 2022. Declarations for the 2023 vacancy reference period
opened in November 2023 and will be reported in the next EHT annual report.

Key trends from the 2022 EHT annual report:

1. Increase in properties that were required to declare: In 2022, 198,969 properties were
required to declare their property status, compared to 196,441 in 2021; resulting a net
increase of 2,528 properties.

2. Reduction in vacant properties: In 2022, 1,156" properties (approximately 0.6% of all
properties required to declare) were vacant; this is 242 fewer units than in 2021 (17.3%
reduction).

3. Increase in declared tenanted properties: There was a net increase of 1,638 tenanted
properties between 2021 and 2022.

4. Vacant' properties converted to occupied: Of the 1,398 vacant properties in 2021, 52%
were occupied in 2022 (27% principal residences, 25% tenanted).

2022 declaration trends are subject to change as declarations continue to be audited through
2023.

EHT Revenue and Expenditures

The amount of EHT revenue allocated to support affordable housing since the inception of EHT
is $142 million, ($27.1 million allocated in current reporting period), net of program setup,
administration and systems expenses, and allowances. Available EHT funds have either been
allocated or will be allocated through the operating and capital budgets with Council approval.
The recommended allocation is consistent with the Vancouver Charter requirement that EHT net
revenues be spent on initiatives respecting affordable housing.

" Vacant properties include properties that are declared, deemed, or determined vacant. Properties that
have not made a property status declaration are “deemed vacant”. Properties are “determined” vacant
through the compliance process (audit, compliant or review).
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Revenue for the period ending November 1st
in $ Millions 2018 2019 2020 2021 2022 2023 Total

Revenue (Tax Levy) S 380 S 394 S 360 S 260 S 670 S 455 S 251.9
Revenue (Penalties and Bylaw Fines) S 1.1 S 1.8 S 19 § 1.8 S 1.8 § 1.2 S 9.6
Total Revenue ¢ 3917¢ 4127¢ 3797¢ 27287¢ 688" 467 $ 2615
Collected $ 336 $ 233 ¢ 279 $ 208 $ 325 $ 320 $ 1701
Allocated* $ 78 $ 379 $ 147 $ 262 $ 287 $ 271 $ 142.4

* Proposed allocation for 2023 is subject to council approval.
Revenue decreased in the current activity period mainly due to the decrease in vacant properties.

Allocation of funds is based on the net amount of revenue collected; $27.1 million is available and
fully allocated in this reporting period to fund affordable housing initiatives. The proposed funding
allocation (subject to Council approval) includes:

e $20 million for land acquisition and Community Housing Incentive Program (CHIP) grants.
The CHIP supports non-profit and co-op partners to deepen affordability in new social/co-
op housing projects and deliver on the affordability targets set out in the Housing
Vancouver strategy,

e $3.8 million for staffing working on affordable housing projects and,
e $3.3 million for emerging priorities to support enhancements and creation of new initiatives

and capital programs to ensure continued progress towards the city’s long term housing
goals.

Additional details and trends are available in the 2022 EHT Annual Report.

If you have any questions or require further information, please feel free to contact me at
patrice.impey@yvancouver.ca or (604) 873-7610.

Best Regards,

Patrice Impey
General Manager, Finance, Risk and Supply Chain Management/CFO

604.873.7610 | patrice.impey@vancouver.ca
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INTRODUCTION

In 2017, the City of Vancouver created the Empty Homes Tax (‘EHT’), also known as the Vacancy Tax, in an effort to
address the housing affordability and availability challenges and to increase the supply of rental housing in Vancouver.
The EHT is levied on empty and under-utilized residential properties on an annual basis.

While isolating the effect of a single policy like the EHT in Vancouver’s dynamic housing market is challenging, City staff
continue to observe positive trends. This report presents the data to date on these trends, including key performance
indicators, compliance activities, and an overview of funds raised and how they are allocated.

Net revenues collected from the EHT have been used for purposes of initiatives respecting affordable housing. As
all revenue and compliance activity related to the vacancy reference period starts in the following year, this report
includes revenue and compliance data up to November 1, 2023.

Learn more about the history of the EHT, and other actions the City is taking to tackle housing affordability and

availability at vancouver.ca/eht.

HOW DOES THE EMPTY
HOMES TAX WORK?

To determine whether a property will be assessed

the tax, residential property owners in Vancouver are
required to declare their property status each year.
Properties that are declared, determined, or deemed
vacant' are subject to a tax on the property’s assessed
taxable value. The tax rate was 1% at inception in 2017,
increased to 1.25% in 2020 and then to the 3% in the
2021 vacancy reference year.

Most residential properties are not subject to the EHT,
including homes that are principal residences for at least
six months of the year; homes that are rented out for at
least six months of the year; or homes that are eligible for
an exemption, as set out in the Vacancy Tax By-law.

In addition to the current exemptions, Council approved
six new or amended exemptions to improve fairness and
effectiveness of the EHT program in May 2023, most

of these exemptions will be effective in the 2023 tax
reference year. New exemptions include properties that
are uninhabitable due to hazardous conditions or natural
disasters, and residences occupied for medical treatment
purposes. Other exemption changes include vacancy
due to major renovation or redevelopment of properties
and new housing units listed for sale by developers.

Additionally, owners may now file a late property status
declaration up to four and a half years from the vacancy
reference year and subject to a late filing penalty.

1 Properties that have not made a property status declaration are “"deemed” vacant.

(audit, complaint or review).

IS THE EMPTY HOMES
TAX WORKING?

There is strong evidence that the Empty Homes Tax is
reducing the number of vacant residential properties in
Vancouver. From the 2017 to 2022 reference years, the
number of vacant properties decreased by 54% based
on data collected by the City under the EHT program.

External data has also highlighted the positive impact
of the EHT on Vancouver’s rental housing supply.

The Canada Mortgage Housing Corporation (CMHC)?
observed a significant shift toward long-term rental in
Vancouver from 2018 to 2019 following the introduction
of EHT and the Speculation and Vacancy Tax, with

an increase of 5,920 condominium units in the long-
term rental stock. This increase exceeded the number
of new condominiums added to the stock during that
period, indicating a shift toward long-term rental from

a previous use, which was attributed to the newly
introduced taxes. Since then, the overall number of
condominium units in the rental pool reported by CMHC
continues to increase due to both increasing supply and
a shift toward long-term rental, with the EHT continuing
to encourage the shift toward long-term rental and
maintaining the use of existing units as long-term rental.
According to CMHC, between 2021 and 2022 there was
an overall increase of 1,631 units to the condominium
rental universe in the City of Vancouver.

Since the tax launched, more than $142 million of net
revenues from the tax has been allocated to support
affordable housing initiatives in Vancouver.

Properties are “determined” vacant through the compliance

2 D fferences in data collection methodology for rented condominiums in the CMHC Rental Market Report may not always align with EHT

property status data.

Empty Homes Tax Annual Report



VANCOUVER DECLARATIONS:
VACANCY AND GEOGRAPHIC DATA

Property Status: 2020 to 2022 Tax Reference Years

EXEMPT & VACANT

Exempt 4,392 4,440 3,756
Vacant* 1,755 1,398 1,156
OCCUPIED

Principal Residence 132,205 133,422 135,238
Tenanted 56,660 57,181 58,819
Total 195,012 196,441 198,969

*Includes properties declared vacant, determined vacant through the compliance process, and deemed vacant
{properties that have not made a property status declaration).
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2022 EHT VACANT AND EXEMPT PROPERTIES

(4,912 TOTAL - SHOWN AS PERCENTAGE OF TOTAL/NUMBER OF PROPERTIES)

Properties that are vacant or exempt

4% 3% 2% 1%

HASTINGS-
SUNRISE

2%

KITSILANOC
3%
373

RILEY PARK/
LITTLE RENFREW=-
MOUNTAIN COLLINGWOOD
2%
239

SUNSET
1%
102

MARPOLE
2%
193

Similar to the prior year, the majority of exempt and vacant properties are condominiums, which
account for 41% of combined exempt and vacant properties.

Aligning with the high density of condominiums in the downtown core, the largest humber of
vacant and exempt properties was recorded in Downtown Vancouver. Kerrisdale, Oakridge,
Shaughnessy, West End, and West Point Grey where these neighbourhoods also recorded the
highest percentage of unoccupied properties, relative to the number of residential properties in
these neighbourhoods that were required to declare.
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MONIES RAISED

Revenue by activity for the period ending
November 1.

2021 2022 2023
$ Millions | $ Millions | $ Millions
Tax Levy $26.0 $67.0 $45.5
Penalties $1.8 $1.8 $1.2

Total
Tax and

Penalties

CoIIected‘ $20.8 \ $32.5 \ $32.0

Annual revenue for each year is estimated at
November 1, even though late declaration and
compliance activities continue for a longer time
period. Additional revenue after November 1, 2023 will
be included in next year’s revenue results.

Revenue decreased in the current activity period
mainly due to the decrease in vacant properties.

If a payment for an EHT tax notice is not made by
December 31 of the year levied, outstanding amounts
may be added to the owner’s property tax account
and start accruing interest of approximately 11.2%
starting January 1 of the following year.

Late and unpaid EHT balances are subject to the
same penalties for non-payment as property taxes,
including a late payment penalty of 5%.

COMPLIANCE ACTIVITY

Using a risk-based approach, as well as random
audits, the EHT audit program has a goal of verifying
property status declarations and reinforcing
compliance with the by-law.

The Vacancy Tax By-law equally applies to all
property owners; therefore, all property status
declarations are subject to the audit process, in line
with best practices for provincial and federal tax
programs.

Empty Homes Tax Annual Report

Audits completed during the period November 2, 2022
to November 1, 2023 are outlined below, along with a
comparison to the prior years ending on November 1.

Period to November 1*

Audits Completed 9,876 | 12,806 | 14,219

* The number of audits completed in each activity period include
audits for multiple vacancy reference years.

The effective non-compliance rate of the EHT audit
program over the past three vacancy reference years,
net of appeal outcomes to November 1, 2023, are
shown below:

Effective Non-Compliance Rate by Vacancy Reference Year

Audits

Completed 1,890 10,282 5,944
Non-Compliant

Audits 576 367 42
Non-Compliance 4.8% 3 6% o.7%
Rate

* Many audits for the 2022 vacancy reference period are still in
progress, and audits for the 2022 vacancy reference period can be
initiated until December 31, 2024.

Property owners who were found to be non-compliant
were levied the EHT. Revenue generated from non-
compliant audits during the period from November 2,
2022 to November 1, 2023 was $17.8 million.

Owners found non-compliant in their audits have
the opportunity to submit a Notice of Complaint. If
they are unsuccessful in their complaint, owners may
request a review by an external review panel.

Many audits are still in progress and owners may file
a Notice of Complaint and external review request
to dispute the non-compliant audit determination in
future years. As a result, revenue generated from
audit activities may be adjusted in future years.



Notice of Complaints

Notice of Complaints received were primarily triggered
in instances where property owners had failed to make

their declaration on time, or where property owners were

in disagreement with their audit determination. In order
to contest the EHT notice they received, these property
owners were required to submit a Notice of Complaint.

Property owners whose complaints were rejected were
required to pay the tax or request a review of their case
from the external review panel. The external review
panel is the last appeal stage to determine the property
status and the status determined by the review panel is
considered final. The review panel activities are ongoing.

For reviews that were accepted, the tax was rescinded.
Total complaints completed by the vacancy tax review

officer to November 1, 2023, are as follows:

Late Declarations
Owners who

Period to November 1*

not submitted a
declaration by th

declarati
Accepted*

Complaint to make a late property status declaration.

’ For the 2019 vacancy reference period and
Rejected = E: et g
ration is

following

istered owner

* Most of the accepted complaints related to property owners who were
originally deemed vacant because they failed to make a declaration.
For 2023, 29% of the accepted complaints were for properties
previously deemed vacant. 61% of the complaints accepted in 2023
related to owners who disagreed with their non-complaint audit
determination.

status

Empty Homes Tax Annual Report 5



USE OF FUNDS

Since the inception of the Empty Homes Tax, $142 million has been allocated to support a variety of affordable
housing initiatives to increase the supply and affordability of social housing and to support renters.

Money collected from the EHT is first allocated to cover annual operating costs associated with administering the tax
with the remainder being available for initiatives respecting affordable housing.

The information and table below summarize the funding allocation for additional EHT amounts in the current
reporting period (Novermber 2, 2022 to November 1, 2023).

Community Housing Incentive Land Acquisition/
Program (CHIP) Development opportunities

3 A key role for the
non-profit housing pr vith capital grants towards the iz the provision City-owned land to de

opment of n ial housing projects in Va r. housing in partnership with senior government and non-

profit partners. EHT funding
projects at a de " e land acqu
profit and c g providers in a strong position to then readi
attract other funds to deliver their projects, including federal oppaortunities funded by EHT are approved as si
and provincial funding programs. secured.

CHIP grants he chieve the 10-year Housing Vancouver

Emerging Priorities

and prioritize homes affordable to househo vith incomes The environment to deliver housing is dynamic and

target of O ne pportive housing units

yin the of rising inflation and inte
and construction cost

t. EHT funds support the City
changes through the enhancement and creation of
new initiative

EHT FUNDING AVAILABLE FOR THIS REPORTING PERIOD*:

Funding Allocation

Priority Project Description % millions

Funding for land acquisition and CHIP grants

Funding for staff working on affordable housing proje

Emerging priorities

* Funds available for allocation are net of allowance for refunds and EHT administration expenses,
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APPENDIX 1: KEY EHT PROGRAM INDICATORS
BY VACANCY REFERENCE YEAR

As part of the EHT Annual Report, staff report on several indicators related to performance of the tax against key
metrics, including the number of properties converted from vacant to occupied; the number of new properties
reported as vacant; and the number of properties declared as tenanted. These indicators were developed in
partnership with housing policy experts.

Indicator Key Trends

Increase in properties required to declare EHT

* The number of residential properties required to declare is 198,969, and
it increased by 2,528 properties (1.3%) between 2021 and 2022. The new
properties are predominately newly developed condominiums.

1. Number of
properties required
to declare

Reduction in vacant and exempt properties from 2021 to 2022
* In 2022, 3,756 properties were exempt; a reduction of 684 fewer units than 2021.
* In 2022, 1,156 properties were vacant; a reduction of 242 fewer units than in 2021.

2.Change in vacant
and exempt
properties

Renovation is the largest exemption category, followed by property transfer and

strata rental restriction

* The majority (40%) of exempt properties in 2022 claimed the renovation
exemption; 36% claimed the property transfer exemption, and 10% claimed the
strata rental restriction exemption.

* Most properties (63%) claiming transfer in 2022 were condos; most properties
(77%) claiming renovation were single-family homes.

3. Breakdown of
exemptions by type

Increase in tenanted properties from 2021 to 2022

* There was a net increase of 1,638 tenanted properties between 2021 and 2022;
this includes an increase of 1,708 tenanted condominiums, increase of 122 single-
family homes, and net decreases of 192 of other property types.

» This data does not provide insights on basement/secondary suites - since a
tenanted single-family home could refer to a fully rented house or just a rented
suite in an otherwise empty home.

» Significant flows were also observed between categories in and out of tenanted,
indicating overall that this stock is less secure than purpose-built rental.

4.Change in tenanted
properties

5. Occupancy status of Properties vacant in 2021 converted to occupied in 2022
previously vacant/ * Of the 1,398 vacant properties in 2021, 52% were occupied in 2022
properties (27% principal residences, 25% tenanted).

Vacant property has a slightly higher assessed value than properties overall
e For 2022, the average assessed value of a vacant condo ($1.6M) is 60% higher

6. Average assessed than the average condo ($1.0M).
value of vacant « The average assessed value of a vacant single-family home ($3.7M) is 48%
property vs. all higher than the average single-family home ($2.5M).
properties « Overall, the average assessed value of vacant properties was $2.7M compared
to the average value of $1.7M for all properties and 86% of vacant properties are
condos.
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APPENDIX 2: DETAILED DATA

Indlcator #1: Number of propertles required to declaret

Condo 104, 153 105, 581 108, 266 2685
Single Family Including Duplex 80,640 80,645 80,595 -50 -0.1%
Other 10, 219 10,215 10,108 -107 -1.1%

‘ 195,012 ‘ 196,441 ‘ 198,969

Indlcator #2: Change In vacant and exempt propertlest

Number of vacant and exempt properties by property type:

2020 2021 2022 2021 to 2022 Change

Vacant ‘ 1,377 ‘ 1,112 ‘ ‘ -191 ‘ -17% ‘

Exempt 2,230 2,142 1,606 -536 -25%

Single Family 2020 2021 2022 2021 to 2022 Change

Vacant ‘ ‘ ‘ -11% ‘

Exempt 1,775 1,869 1,757 12 -6%

2020 2021 2022 2021 to 2022 Change

Vacant ‘ ‘ ‘ ‘ ‘ -40% ‘

Exempt 387 429 393 -36 -8%

2020 2021 2022 2021 to 2022 Change

Vacant ‘ 1,755 1,398 1,156 ‘ - 242 ‘ -17% ‘

Exempt 4,392 4,440 3,756 -684 -15%

t Housing categories were developed by grouping BC Assessment use codes. Duplexes are included in the single-family category, and
row houses are included in the condominium category. Other includes non-stratified multi-unit buildings and other miscellaneous codes
(e.g. strata parking stalls and vacant lots)

Empty Homes Tax Annual Report 8



Indicator #3: Breakdown of exemptlons by type

Breakdown of propertles by property type that qualified for an exemptlon:

2020 2021 2022 2021to 2022 Change

Property Transfer 1,283 1,323 -469 -35%
Redevelopment/ 126 138 126 12 -9%
Renovation

Strata Restriction 530 499 372 -127 -25%
Other

Single Family 2020 m 2022 2021to 2022 Change

Property Transfer -316 -40%
Hedtavalopment. 917 973 1,158 185 19%
Renovation

Strata Restriction 2 1 o} -1 -100%
Other 20%

Property Transfer -39%
Redsvalopmenl) 182 197 213 16 8%
Renovation

Strata Restriction 10 6 1 5 -83%
Other -16%

TOTAL I N T TR T

Breakdown of propertles that quallfied for an exemption In 2022:

Empty Homes Tax Annual Report
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Indicator #4: Change in tenanted properties

_ 2020 2021 2022 2021 to 2022 Change

Condo 35,910 36,575 38,283 1,708 4.7%
Single Family 12,515 12,416 12,538 122 1.0%
Other 8,235 8,190 7,998 -192 -2.3%

57,181 58,819

Indicator #5: Occupancy status of previously vacant properties

Current status of 2021 vacant properties in 2022

Principal Residence 379

Tenanted 347
Occupied Total 726
Exempt 109
Vacant 549
Declaration not required 14
Total ‘ 1,398

Indicator #6: Average assessed value of vacant property vs. all properties

o, A -
Vacant 2022 All Properties 2022 % Difference in
Assessment Values
Condo |

$1.6M | $1.0M | 60.0% |

Single Family $3.7M $2.5M 48.0%
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