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Tbronto Community Housing Corporation — Declaration

as Municipal Housing Capital Facilities and Exemption
from Mun|c1pal and School Property Taxes

Date; September 19, 2011

To: Exeéuﬁve Committee

From: Deputy City Manager and Chief Financial Officer

Wards: | All

Reference | p.\»011\nternal Services\CREc11029¢f (AFS #14175)

Number: _ | _

SUMMARY

This report seeks Council authority to:

1.

. adopt the neceséary by-law to designate Toronto Community Housing

Corporation's (TCHC) 'affordable' housing stock as Municipal Capital Housing
Facilities. This will reduce TCHC's costs through the resulting municipal and
education property tax exemptions (estimated at $81.6 million and $10.2 million
annually, respectively, based on 2011 taxes); and,

direct that the annual subsidy from the City to TCHC be reduced by the amount of
the net savings arising from the municipal portion of the property tax exemption,

The change will enable TCHC to apply the resulting savings in education taxes to the

- repair and maintenance of its affordable housing stock.

RECOMMENDATIONS

The Deputy City Manager and Cluet Financial Officer recommends that City
Council:

L

Grant authority to the Deputy City Manager and Chief Financial Officer to
negotiate a municipal capital facility agreement with TCHC to secure the ongoing
affordability of the rental housing units identified in Schedule "A" of this report
and for the affordable housing portion of units of the premises identified in
Schedule B of this report, on such terms and conditions as the Deputy City
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Manager and Chief Financial Officer considers app‘ropriate and in a form
satisfactory to the City Solicitor,

2. Council pass a by-law pursuant to section 252 of the City of Toronto Act, 2006,
and the City's Municipal Housing Facility By-law (By-law No. 282- '3009)
providing authonty to;

a. Enter into a municipal capital facility agreement with Toronto Community
Housing Corporation (TCHC) for the premises identified and described in
- Schedule "A" of this report, and for the affordable housing portion of units
of the premises identified in Schedule "B" of this report, on such terrns as
have been negotiated pursuant to Recommendatlon 1; and

b. Exempt the premises or portions of premises described in (a} above from
- municipal and education property taxation, which tax exemption is to be
effective from the latter of January 1, 2012, the date the tax exemption by-
- law comes into force, and the date the runicipal capital facility agreement
is signed.

3. Authorize the Deputy City Manager and Chief Financial Officer to report directly
to Council at its meeting of October 24-25, 2011, on any technical amendments to
the properties identified in Schedule "A" and Schedule "B", if necessary.

4, Direct the City Clerk to give written notice of the by-law to the Ministers of
: Finance, Education and Municipal Affairs and Housing, the Municipal Property
Assessment Corporation, the Toronto District School Board, the Toronto Catholic
District School Board, the Conseil Scolaire de District du Centre-Sud-Ouest, and
the Conseil Scolaire de District du Catholique Centre- Sud

5. Direct the General Manager, Shelter, Support and Housing Administration to:

a.”  Reduce the annual subsidy provided by the City to TCHC by the amount
of municipal property tax savings to TCHC generated through the property
tax exemption recommended by this report, to ensure that there is no net
impact on the City's operating budget;

b. Malke the necessary amendments to the Operating Agreement between the
City and TCHC pursuant to clause 7.3.2 of the City's Shareholder
Direction to TCHC to give effect thereto; and,

c. In consultation with the Deputy City Manager and Chief Financial Officer,
- report through the First Quarter Operating Variance Report, once the final
impacts have been confirmed, on the necessary budget adjustments to the
2012 Approved Operating Budget for Shelter, Support and Housing
Administration and to the Non Program Accounts.
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6. TCHC provide a funding plan satisfactory to the General Manager, Shelter
. Support and Housing Administration and Deputy City Manager and Chief
Financia] Officer on the use of any savings from the education portion of property
taxes through the property tax exemption recommended by this report towards
maintaining TCHC's housing stock in a state of good repair.

7. Grant authority for the introduction of the necessary bills to give effect to these
- recommendations.

Financial Impact

TCHC has identified 292 properties representing approximately 40,000 units that meet
the 'affordable’ and other criteria under the City's Municipal Housing Facilities By-law
No. 282-2002. TCHC has also identified an additional 91 properties representing
approximately 15,000 units for which most, but not every unit, meets the 'affordable’
criteria (1,377 units have rents that exceed the CMHC average rents). The Current Value
Assessment (CVA) taxes in 2011 for all these properties were $81.6 million for City
purposes and $10.2 m11110n for Provmclal education purposes. = -

Making these properties tax exempt under the Mummpal Housing Cap1tal Facilities by-
law would result in net savings to TCHC of up to approximately $10.2 million annually,
representing the provincial education share of taxes that would no longer be payable once
the exemption takes effect. There would be no net impact on the City's Operating
Budget, since if is recommended that the decrease in municipal tax revenue would be
_offset by a corresponding reduction in the annual subsidy provided by the City to TCHC.

Implementation Points

The City is obligated to consult with the Province on matters of mutual interest, as part of
the Toronto-Ontario Consultation and Cooperation Agreement entered into during the
implementation of the City of Toronto Act, 2006. 1f TCHC is exempted from education

“ property taxes, the Province will experience some loss in education revenue, which
requires consultation under this agreement. The City sent a letter to the Province on
August 22, 2011 advising of the proposal for a TCHC tax exemption for all TCHC
affordable housing units. The Province responded by way of letter dated September 9,
2011 that they had no concerns with the City's proposal and were pleased that the
anticipated education tax savings will be used to support TCHC's Housing Strategy and
to help sustain the housing stock in a state of good repair.

Pursuant to section 252 of the City of Toronto Aet, 2006 and the City's Municipal
Housing Facilities By-law (By-law No. 282-2002), a by-law would have to be enacted to
provide authority to enter into a municipal capital facility agreement with Toronto
Community Housing Corporatlon (TCHC) to exempt the housing umts from property
faxes,
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If Council adopts the recommendations of this report, the Operating Agreement between
the City and TCHC will have to be amended so that the City's annual subsidy to TCHC
would be reduced to reflect the exemption of the mumclpal portion of property taxes, so
as to not 1111pact the City's operating budget.

DECISION HISTORY

Under section 252 of the Act, Council may approve that the City enter into an agreement
with the property owner of premises that are or will be used for the purposes of a
municipal capital facility, and to exempt these prerruses from taxation for municipal and
school purposes.

Section 2 of the Ontario Regulation 598/06 under section 252 of the Act identifies the
classes of municipal capital facilities that are eligible to receive an exemption from
property taxes. "City Housing Project Facilities" are an eligible category for a mumcnpal
capital facility designation. In order to enter into a municipal capital facility agreement
in respect of city housing project facilities, the City must enact a municipal housing
facility by-law which among other things defines affordable housing. In April 2002, the
City enacted By-law No. 282-2002 to meet this requirement, Affordable housing is
defined under By-law No. 282-2002 as housing units with monthly occupancy costs at or
below City-wide average rents by unit type as determined by CMHC, Since 2002, the
City has used By-law No. 282-2002 to provide an exemption from property taxation for
new ‘affordable housing' as defined in that by-law.

‘In December 2008, the Board of the TCHC, as part of their report on a Real Estate Asset
Investment Strategy, requested, through the City's Executive Committee, that the City
consider exempting TCHC properties which meet the City's definition of affordable
housing from property taxes through the City's Municipal Housing Facilities By-law.

COMMENTS

TCHC owns over 2,000 buildings, representing approximately 93,000 rental units
providing accommodation to over 150,000 tenants. TCHC pays approximately $96
million annually in municipal taxes and $14 million annually in provincial educatlon
taxes for all their properties.

Under the Municipal Housing By-law (By-law 282-2002) ‘affordable housing’ is defined
as housing units with monthly occupancy costs at or below average rents, TCHC housing
facilities provide both affordable (rent-geared-to-income) and market-rent units. The
units are designated as one or the other based on tenancy. In order for TCHC to qualify
for property tax exemption under By-law 282-2002, TCHC needs to identify the eligible
units within each of their buildings and/or confirm that all units, rent geared to income
(RGI) and market rent, have rents that meet the definition of 'affordable' as set out in the
City's Municipal Housing Facilities-By-law.
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In addition, By-law No. 282-2002 sets out tenant eligibility criteria for affordable houéing
units which are the subject of a municipal capital fac1hty agreement, The by-law
provides that:

1. for rent-geared-to-income units, tenants will be selected in accordance with the
Social Housing Reform Act, its regulations and City policies;
2 for low-rent units, tenants will be selected either in the same manner as under (1)
' or from the waiting lists for non-profit agencies; and,
3. for moderate-rent units, tenants will be selected by the landlord provided that,

when entering into an initial tenancy for the housing unit, the tenant has a
household income at or below 4 times the annualized monthly occupancy cost for
the housing unit, and the selection process is can'led out through a non-
discriminatory pProcess.

TCHC's tenant selection processes conform to the reqﬁireménts of By-law No.'282'-2002.

By-law No. 282-2002 also includes various terms and conditions for municipal capital
facility agreement related to municipal housing facilities. These include the following:

aminimum ten year term;
a minimum of 7 housing units per municipal housing facility;
a list of the benefits being provided under the agreement;

* - the monthly occupancy costs which can be charged for each housing umt for the
first year of the term and the mechanism by which such monthly occupancy costs
may annually increase and the restrictions on such annual increases; and,

5. - that the City may register the agreement on title,

BN

TCHC has identified 292 properties representing approximately 40,000 units for which
all the units within each building meet the 'affordable’ and other criteria under the City's
Municipal Housing Facilities By-law No. 282-2002 (shown in Schedule "A™). TCHC has
also identified an additional 91 properties representing approximately 15,000 units, for
which most, but not every unit, meets the 'affordable' criteria {1,377 units have rents that
currently exceed the CMHC average rents) (shown in Schedule "B"). The Current Value
Assessment (CVA) taxes in 2011 for all these properties were $81.6 million for City
purposes and $10.2 million for Provincial education purposes. TCHC will endeavour to
malce all units in each of the properties identified in Schedule B meet the definition of
"affordable housing" by January 1, 2012, otherwise, the municipal capital facility
agreement shall apply only to the affordable housing portion of units in the premises
identified in Schedule "B" of this report.

The City's subsidy to TCHC in 2011 was $276 million. Such subsidy is governed by a
funding formula which is set out in an Operating Agreement between the City and
TCHC. This report recommends the Operating Agreement between the City and TCHC
will be amended so that the City's annual Property Tax Subsidy to TCHC would be
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reduced to reflect the exemption of the municipal portion of property taxes. This will
ensure a zero impact on the City's budget,

TCHC has indicated that it intends to redirect the savings from the education portion of

property taxes towards TCHC's Housing Strategy, which identified the need for
investment of §1 billion in capital to sustain the housing stock in a state of good repair.

"CONTACT

Len Brittain, Director, Corporate Finance
E-mail: brittai@toronto.ca; Tel: 416-392-5380

Giuliana Carbone, Treasurer, Revenue Services
E-mail: gcarbone@toronto.ca; Tel: 416-392-8427

Phillip Abrahams, Director, Social Housing
E-mail: pabraham(@toronto.ca; Tel: 416-392-0054

Adir Gupta, Manager, Financial Policy, Corporate Finance
E-mail: agupta(@toronto.ca; Tel; 416-392-8071

SIGNATURE

Cam Weldon ' :
Deputy City Manager and Chief Financial Officer

ATTACHMENTS

Schedule A — List of TCHC premises to be declared Municipal Capital Facilities
Schedule B — List of TCHC premises with units that currently exceed CMHC rents
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