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Altus group was retained by REALPAC, BOMA Toronto and the Toronto
Financial District BIA to produce a study looking at the potential economic
impacts of a new commercial parking levy in the city of Toronto.

This study looks at the potential parking economic losses and annual
municipal net gains in revenue for every $1.00 per day per stall levy
implemented by the City of Toronto.

On the economic impact front, we find that a parking levy will:
e Reduce investment in industrial, commercial and retail
buildings by $6.8 billion in non-residential buildings;

e Result in the loss of 459,500 years of full-time employment
over the course of a decade due to:

o 54,500 in lost construction related jobs due to lower
investment activity in the non-residential sector; and

o Alloss of 40,500 in annual jobs related to office, retail
and industrial activities that would have filled the
space that would have otherwise been built; and

e Have little to no impact on driving behaviour, due to
regulatory constraints and the structure of the levy.
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Summary of the Economic Analysis of a Parking Levy

Losses Gain
‘ $13 billion reduction in non-residential tax base 1 $84 million in net new annual revenues
‘ $6.8 billion in commercial real estate investment

‘ 459,500 in lost years of employment (jobs)

Source: Alus Group, Based on Statistcs Canada input-output eccnomic modeling o
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Our estimates of net revenue impacts show that the parking levy will be less

effective at filling the City’s budgetary gap than is believed.

The City of Toronto produced a background report on this matter, dated
January 24, 2023 that looked at the potential revenue that could be raised
from a parking levy. The data presented in this note implies that a $1.00 a
day per parking spot levy would generate as much as $355 million per year.
The City note presented data on potential revenues for a low ($0.50/day/stall)
and a higher ($1.50/day/stall) rate scenario.

Altus Group finds that the total net new municipal revenue gain after
implementing a parking levy would only amount to $84.0 million per year,

or $72.0 million if paid TTC and TPA parking lots are exempt from the tax.

The implementation of such a levy would be capitalized into property
values and lower non-residential investment. A reduced tax base would
shave off annual commercial property tax revenues, to the tune of $155

million per year in municipal fees and $116 million for school boards.

In addition, the City identified the costs involved in both implementing the
levy and in administering it on an ongoing basis, all of which would reduce
the net revenue from the potential new tool. The City estimates it will cost

$7.2 to $15.0 million in set-up costs, and $950,000.0 in annual on-going costs

to implement a parking levy.

Overall, this report Figure ES- 2

concludes that a parking

Estimated Net Annual Municipal Revenue

space levy is a poor Gains/Losses After the Introduction of a Parking
Levy at $1/dayi/stall, City of Toronto

financing tool to help the

city fund its budget gap. Annual Revenue, $

Gain (Parking levy) 355,000,000
Losses

Municipal property tax (155,000,000)

Education property tax (116,000,000)

Net Gain 84,000,000

Source: Altus Group, based on City of Toronto 2023 Operating Budget Benefiting
Note and IMFG
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1 INTRODUCTION

1.1  STUDY PURPOSE

Altus Group was retained by RealPac, BOMA Toronto and the Toronto
Financial District BIA, to study the economic impact a parking levy would
have in the City of Toronto.

At the January 13, 2023 Budget Committee meeting, a motion was put
forward asking the Chief Financial Officer and Treasurer to report on the
potential revenue that could be generated if the City of Toronto implemented
a commercial parking levy to help fill a budgetary gap and fund necessary

infrastructure and transit investments.

The Chief Financial Officer and Treasurer reported back on January 24, 2023
with a 2023 Operating Budget Briefing Note.

Altus Group prepared economic reports looking at the impact a parking levy
would have on the economy in both 2006 and 2016. The purpose of this
report is to provide an update to the past analysis, incorporating data
provided in the City of Toronto briefing note. This report revisits the impact
a parking levy will have on government revenues and businesses given the

challenging economic backdrop.

1.2 SCOPE OF STUDY

The proposed parking levy will have negative impacts on the local economy.

This report evaluates the proposed parking levy based on:

e A review of the municipal revenue potential;

e An assessment of the levy based on the criteria set out by the
City of Toronto including revenue potential, administrative

complexity and economic distortions created;

e The impact a parking levy could have on businesses in the
city of Toronto, including an assessment of rents and

commercial real estate investment;

¢ An analysis of the potential magnitude and distribution of

revenue that will be generated by the levy by property type;

e An estimate of the jobs that would be lost due to lost

competitiveness of commercial space in the city.
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1.3 CAVEAT

This report relies on information from a variety of primary and secondary
sources. While every effort is made to ensure the accuracy of the data, we
cannot guarantee the complete accuracy of the information used in this

report from these secondary sources.

The analysis in this report relies on the City of Toronto estimates of
applicable parking spots. The City does not have the authority to impose
taxes on non-profit and federal and provincial government buildings, such as
schools, hospitals, long-term care facilities. We assume that any City-
published estimate of applicable spots would have accounted for these

exclusions.

This report is intended to be used for the purposes outlined herein and is not
to be relied upon by any other party without the prior written consent of

Altus Group Economic Consulting.
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2 BACKGROUND

The City of Toronto is expecting a budgetary gap of over $1.0 billion in 2023,
owing to the lingering financial impact of the COVID-19 pandemic. The City
is considering new revenue sources to continue providing its services and

fund new infrastructure, including transit.

One tool the City has the power to implement is a parking levy. City Council
directed staff to investigate the potential use of a parking levy to help fund
its budget gap. The City has also studied the use of a parking levy in 2006
and 2016, but at that time opted not to implement such a tax.

A parking levy is a fixed amount charged to real estate owners per parking
spot or per size of the parking area associated with their property, per day,
for both paid and unpaid parking. This contrasts to a parking tax, which is
levied on paid parking, per use. A parking levy is charged to the property

owner and often paid by tenants, while a parking tax is charged on drivers

(users).

A 2023 operating budget briefing note, “Potential Implementation of a
Commercial Parking Levy,” presented some data on how such a tool would
work. The main findings of the background study were the following (See

Figure 1):

e The note identifies roughly 1.01 million parking spots that the
levy could be charged on. Of these spots, 185,000 are paid

parking, but the vast majority are unpaid parking?

e Drawing on results from a 2016 KPMG Report prepared for
the City of Toronto on revenue options, a levy of $0.50, $1.00
and $1.50 per parking space per day in the city of Toronto is
estimated to generate annual revenues of between $177

million to $532 million per year?;

e Thelevy would take 12-18 months to implement. The largest
hurdle would be building an inventory of parking spots. It
would cost between $7.2 and $15.0 million to set up the

! The City of Toronto’s taxing powers are limited under the City of Toronto Act 2006.
2 The City briefing note updated parking data presented in a 2016 KPMG Report, “Revenue Options
Study prepared for the City of Toronto”, including an assessment of a parking levy.

3 Calculated by Altus based on parking space estimates provided in parking memo.
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Figure 8 Market Value of Non-Residential Properties, City
of Toronto, Before and After a Parking Levy

Millions
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Source: Altus Group Economic Consulting based on Financial Information Return -
AltusGroup

For every $1.00 levied per stall per day, the market value of non-residential
real estate will fall by 10.0%, or almost $13.0 billion.

This reduction in market value would then reduce the municipal and
education components of the property tax collected on non-residential
buildings per year. Figure 10 shows that if the parking levy were introduced
in 2021, the impact of a parking levy of $1.00/stall/day would be to reduce
municipal property taxes collected by almost $155.0 million per year, and

education funds by $116.0 million.

While the revenue on a parking levy would be $355.0 million per year for
every $1.00/stall/day introduced, the net change in municipal revenues
would only total $84 million per year, less implementation costs. If TPA and
TTC commuter lots are exempt, the net change in revenues would only be

$72.0 million a year.
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Figure 9

Estimated Annual Municipal Non-Residential Property Tax Revenues
Before and After Implementing a Parking Levy ($1/stall/day), City of Toronto

Millions of C$
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5.2 IMPACT ON INVESTMENT

The 10.0% reduction in market assessment value estimated in the prior

section would come from two sources — a decline in property values and a

reduction in overall investment as demand shifts to nearby locations not

subject to the tax. This section estimates what the reduction in investment

could total if a parking levy was introduced in the city of Toronto. Consider

two scenarios:

Low Impact Scenario: where only 25.0% of the reduction in
market assessment is driven by a decline in demand for space
(square feet produced). Rather, the bulk of the impact is

driven by a decline in value; and

High Impact Scenario: where 75.0% of the reduction in
market assessment is driven by a decline in demand for space

and square feet built.

Investment in non-residential activity could fall by $6.8 billion after the

implementation of the levy for every $1.00 in levy per parking spot. This

estimate represents the mid-range of both scenarios®. 60.0% of the reduction

in investment would be experienced in the commercial and retail sector.

10 Reflects the average of $ 3.5 billion (low range) to $10.0 billion (high impact scenario).

Potential Economic Impacts from Introducing a Parking Levy in the City of Toronto  Altus Group Economic Consulting

Page 18



May 23, 2023

Figure 10

Reduction in Non-Residential Building Investment
Per $1/stall/day of Parking levy, City of Toronto
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5.3 IMPACT ON JOBS

Lower investment and higher operating costs generated by a parking levy
would have a negative impact on the number of jobs in the city. This section
presents the results of estimating how the reduction in non-residential
investment would impact jobs, based on a $1.00 per stall per day parking

levy.
The negative economic impact comes from two sources:

e The one-time reduction in construction activity due to lower

investment; and

e The permanent jobs that would have been created had the
levy not been introduced. These are the jobs that would have

tilled the space that would have been built.

We estimate the economic impact for the low scenario (where 75.0% of the
reduction in assessment values is due to property values) and the high
scenario (where 75.0% of the reduction in assessment value is due to a

reduction in demand and investment).

The results for the one-time job losses are found in Figure 11. The lost one-
time jobs from the lost non-residential construction investment could total
54,500. This represents an average of 32,000 (low impact scenario) to 77,000

(high impact scenario) jobs.
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Figure 11 Number of One-time Jobs Lost From Reduced Investment
Activity from a Parking Levy of $1/stall/day, City of Toronto
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The results of the potential permanent job losses are presented in Figure 12.
The results show that there will be a permanent reduction in jobs of 40,500
(The average of 21,000 to 60,000) per $1.00 of levy charged. Most losses will
be borne by the commercial, retail and office sectors.
Figure 12 Number of Permanent Jobs Lost From Reduced Floor Space From

a Parking Levy of $1/stall/day, City of Toronto
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Source: Altus Group Economic Consulting, based on IMFG and Ontario Financial Information Returns and Statistics Canada Input- AltusGroup

Output Models

Potential Economic Impacts from Introducing a Parking Levy in the City of Toronto  Altus Group Economic Consulting
Page 20


https://per�$1.00

May 23, 2023

6 CONCLUSION

In order to raise revenue to fund an identified budget gap and to likely help
finance investment in public transit, the City of Toronto is considering
implementing a levy on parking spaces in the city. The policy would likely
apply to all off-street commercial paid and unpaid parking spots and would
entail a levy of a certain amount per day. The City of Toronto estimates
potential annual revenues from the levy could amount to $177 million, $355.0
million or $532 million based on per space per day levy rates of $0.50, $1.00,
and $1.50.

A detailed analysis of this proposed new levy finds that the revised levy
structure will be a poor choice for financing the City’s budget deficit as every

$1/spot/day levied will lead to the following economic impacts:

e While the parking levy will generate $355.0 million in
revenue per year, a 10.0% reduction in assessment value will
lower annual municipal commercial property taxes by $155.0
million and education property taxes by $165.0 million. The

net addition to annual revenue would only total $84.0 million;
e A drop in investment of $3.5 to $10.0 billion in non-residential
buildings;
e 54,500 in lost jobs due to lower investment activity;

e Aloss of 40,500 office, retail and industrial jobs per year that
would have filled the non-residential space that would have

otherwise been built; and
e Have little to no impact on driving behaviour, due to

regulatory constraints and the structure of the levy.

Overall, this report concludes that a parking space levy is a poor financing
tool to help the City fund its budget gap.
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