T owards Reform of | axation
in the Cit9 of Calgarg

Fresentation to the Magor



Evcrgonc K nows And | oves...



'Have been the standard for municipal Financing for atleast a century.

T he concept was origina”g that the wea]thg own more property, so can afford

more taxes. |n effect, property tax was a bcst~gucss income tax, with less hassle.

] his made a lot of sense when cities were geographica”g sma”) and municipal

services were few.

*|s enshrined in the Municipal (sovernance Act



E)ut...

(ities are not geo raPF:icaH!; small anymore, anad
land or Propcrtg owncrsl':ip does not correlate as
closclg with wealth.
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ITTANCE COUPONS ATTA ND PAGE

CHED ON SECON
NT,

TAXES MUST BE

Regarcﬂess, roperty tax remains the
mainstay anfstanc!aré for raising
municipal finances, and property
assessment is a certitied Prcnccssion.



GURE, LIVING MERE 15A

o UTTLE WeRD, BUT WERE
gl | QNINGABUNDLE ON

e\ OUR PROPERTY TAXES.

50 What’s the Frob]cm?



Froblcm 1: Fr(o:Pcrtg Valuc(chcc Fro erty Tax)

Does Not Correlate well to Costof rovicling
Services



For 1ixam!:>le:

Get’cing to Work in the Moming

’ T, T

]H live more than 1km from a CTrain
Station, in a 3-bedroom suburban
house, and | have a regular 9~5Jo}3)
chances are ] will drive. ] will use up

about 10km of 3 5m-wide lanes to get to

work. | his means | used 35,000m? of
pavement getting to work.

]H live about 3km from clowntown, ina
3_bedroom condo or townhouse, and |
have a regular 9~5Job, there is a gooc}
chance ] will bike. ] will use up about
3km of 1 Sm-wide lanes to get to work.
T his means | used 4,500m? of
pavement getting to work.



Get’cing to Work in the Moming
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§~Beclroom Suburban House: §~Beclroom Condo near | Jowntown:
About $400,000 About $400,000
%5.000m?* of Asphalt 4,500m? of Aspha!t

SAME PROFERTY TAX ON BOTH



Second Example:
Taking a Shower

Hitjou live in a suburban neighbourlwooc{,
chances are the water for your shower
arrived through a Pipe more about this
big. A 20cm Pipe has a cross-sectional

area of 99cm?, with ~89cm? available for

water How. Ratioof 1.111.

]H live about 3km from C}owntown,

changes are the water for your shower
arrived in a Pipe about this big. A
i.5m iPe has a cross-sectional area
ofé,‘ﬂ 5cm?, with ~6,396cm?,
available for water flow. R atio of
1.003%.



Taking a Shower

| ots of steal, and high installation costs, Farless stea!, and maybe double the

per unit water. installation costs, per unit water.

ECONOMIES OF SCALE.
SAME TAX BILL.



—

Net Result:
Residences in the (Core (A\rea are subsidizing the Suburbs.

Fart of the reason people choose to move to the suburbs is
because of this, creating a

NEGATIVE FEEDBACK LOOF



Problem 2: Fropcrl:g T axis a Difficult Beast to Master



This Is an equation ] found in the article “ls
there a double-dividend from an’ci~sprawl
Policics’?” bg Pentoa, Francob) & K affine

(Jouma! of E‘nvironmeﬂtal Economics and Management 61
(2011) 135-152).

]t sredicts the rate and type of &cvelopmcrzt
ofgreemtield sites based on varging land
value/&evelopment value property tax

scenarios.
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In T instein’s paper “The Frinciple of
Relativitg”, the most complicated
equation is shown above, in the section
called “T ransformation of the Maxwell-

Hertz Equations for Emptg 5Pace.
(On the Nature of Electromotive
Morces Occurring N a Magnetic Field
During Motion”...

thisis before we mention the cha”enge of assessing hundreds of thousands

of Propertiés every 3ear...cNu{:F Said



Problem 3: Residential Areas (Cost More than Tl’:cg (enerate in | axes



Median COCS Results

Numerous (_ost of Commuruitg

Services Studies (COCH) in the
u5 and (Canada are returning

similar results:

Commercial Working & Residenrial

& Industrial Open Land

A ‘COC&’ is a data-intensive method of C}etermining what revenues
municipa]ities ather from different types of Clevelopment} vs. costs. A ratio > 1
means the ]an?use costs more than it generates in revenue, vice-versa for<i.
The data-intensiveness of this method) combined with its inabi!itg to assess
more sPeciFic zones, makes it ineffective as an imPlementation tool.

]t does show, however) how the property tax rc%imc has aclaPtecl to Political
t

pressures, in a gairb consistent manner across the continent.
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What are the Options‘?

D@Cinitions taken from “Does sprawl cost us all? ]solatin the effects of housing Patterns
on Public water and sewercosts”. %ameron \Speirj Kurt%tephcnson. American
Flamnin@ Association. Jouma! of the Americamﬂanmimg Association. (. icago:\/\/intcr

2002. Vol.68, |ss. 1, p.56-70(15 pp)



OPtion i: Revise the Fropcrtg Ta

Man9 different sorts of property taxes are available to the intrepici Politician.

PROFERTY TAX

There are two different forms of property taxation: Ti‘ic firstis a Par‘cia] wealth tax, an annual t
caPita] value of the different interests in land and property. Ti‘ic second is a tax on land or prope

can be aPProximated 59 lcvging a tax on rental income and on imPuted owner~occupieci income.

LANDVALUE TAX

Ti‘ie land value tax is an annual tax on the current market value of ianci; it could be classified as a tﬂPC of site
value tax (see below). Fres‘c identifies it as "more genuine” and certainlg more commoniy used. E_ssentia”g, he

writes, "one has to think of the tax as being equiva]ent to an increase in the rate of return sacrificed 53 holding

land..." (Prest 1982, 373).

LAND GAIN INCREMENT) TAX

A land gain tax is a tax on the increase in land vaiue, Paici annua”y or at the time of transier, with no regarci to
any system of land use control (Frest | 982). Accorciing to Mu”er(i 988% very few countries use it. A land
gain tax can be used as an aﬂtispeculation measure when the level of taxation is based on lengti'i of ownership



A continuation of a catalogue of ways of taxing land.

SITEVALUE TAX

Prest defines this as essentia”y a ]ump~sum tax, based on the higl‘xest and best value thata Plot
ultima’cc]g command and that value is the basis for tax for all time, without any discounting for futu
amendments for changing expcctations. Such a tax will be Fu“g caPita]izecl on existing landowners a
no influence on decisions about land usage or land disposa] if Propits are alreaclg Eeing maximized (19

TRANSIFER TAX

There are two types of transfer taxes: one is a tax for the recording and/or administration of a land transfer
(for examplc, a stamE dutg) T he second is a tax, based on the sale Price or assessed value, that is intended to

raise revenue or curb real estate transactions.

%%%ELOFMENT GAINTAX,BETTERMENT TAX AND LAND INCREMENT

T hese are all taxes on the increases in land value due to a certain event, which could be rezoning or Public
investment in infrastructure (Mu”er 1988).

CAFITAL GAINS TAX

These are land-related when thcg are applicc{ to land gains. Most dcvclopcd countries do have a scParate
caPita] gains tax or thcy tax capital gains under the income tax. A few countries have a scparate CaPitaI gains
tax on immovable Pro[:)ertg‘ Owncr~occuPiec{ residences are often exempt (Fu” value or a sPcchCic Par’cial valuc)
ortaxed at a lower rate.



I~ ven more on the various methods of taxing land.

VACANT LAND TAX

There Ele egectivelg two types of vacant land taxes. The first Provides that the vacant la
basis of full market value ratherthan current use value. A second method used is to tax vac
rates than other classified uses of land. \/acant land taxes are genera”g used as antisPecula

antihoarding devices and used to stimulate deve]opment‘

CITYFLANNING TAX

Tl’]is is a tax on land to Provide c{esignatecl funds for city P]anning functions. ]n JaPan, this is an annual ta
the assessed value of land and builclings and aPPIies in Urbanization Fromotion Areas (OECD i 985).

IMFACT FEE

This isafee genera”g assessed and collected }33 the land PO]ny and Plarming clePartment of alocal
government to pay forthe anticipated imPacts of cleve]oPment. ]n most countries. Proposecl large developments

require an environmental imPact statement or assessment as Part of the Permit or Permission process.

T ake a breath before we dive back in...



Option 2:Havea] ook at DcvcioPc
EXACTION

An exactionis a “rcquircment P]acsd on dévclopcrs to i’)C]P SUPP]9 or finance the construc
facilities or amenities made necessary })9 the roPoscci devc]opmcnt, such as infrastructure.
[~ xactions started as a rcquiremcnt fora dejication of land for such facilities in new developm
local governments have exPandccl the concept to allow fees in lieu of land dedication and/or the

icaci]itg‘
ON-SITEEXACTIONS

On~site exactions are those bg which the local government, as part of the cieve]opmcnt Permitting process,

rcquires cieveiopers to Providc Pubiic facilities anci/or services.

FLANNING GAIN.DEVELOFERTFEE

Ti’lCSC ci‘narges are negotiabie between developers and municiPa] Plaﬂﬂiﬂg officials and are most often used in
areas of higi‘n land demand and increasing land values. Ti‘neg are fees to gain the rigi‘:t to develop a sPeciiCic
Eroject. Oictenjustiicieci as attempts to mitigate adverse imPacts of cieveiopment) these types o fees should not

e confused with imPact xcees, which genera”g are guicieci }33 sPeciicic formula to determine the costs of various
imPacts.

DEVELOFPMENT CHARGE, BETTERMENT LEVY, BUILDINGRIGHT FEE

Ti"ICSC ci‘iarges are based on the difference in the value of the land with Permission to build (Witi"l ”Planning
Permission,” in the UHiteci Kingdom) and the value of the land without such Permission. lt is an attempt to
recapture some or all of the value that is created bg the Permission to build.



More on Developcﬁs Charges...

LINKAGE FPAYMENT

A hnkage payment is a monetary clﬂargc inlieu
of Provision of facilities or services. Linkage, or
linked devclopmcmt, is a Policg that taps some
currentlg burgconing types ofland use, such as
office or commercial dcve!opment, in orderto
finance the construction of housing or some
othersocial neecl, such asjob training or
emp!ogment. |n land-use law terms, linkage is (or
aims to be) a mechanism of land use regu]ation
that requires orentices déve]opers of certain
classes of land use to construct or help finance
the Provisiom of housingwespeciaﬂg naffordable”
}wousingwas a condition for Permission to build or
to obtain some "bonus." More Prosaica“y, from
the developcr’s Point of view, Iinkage is a
requirement that a builder who intends to build X,
must also build Y-

Some take a more narrow view of Iinkage,
icienti{giﬂg it onlg with manc{atorg rcquirements;
others interpret it more broac”y and include
incentive-based programs as well. Linkage can
be seen as an outgrowth of two methods of land
use control: exactions for infrastructure and

other Public services, and inclusionarg zoning,

WERE FROMTHE GVERNMENT
WITH AN OFFER YOU OAN'T




Option 3. [ave a Look at (Jse
USERCHARGE

(ser chargés fall into two categories: consumption~rclatcd
and benefit-related. BaH and | inn (Worlc{ Bank 1988>
rcPort that user chargcs account for about one-third of all
]oca“g raised revenues. Tﬂpica] consumption—oricntcd user
cl’warges include those for water, sanitation, and electricitg.
C}wargcs related to benefit attempt to capture the value of
the benefit of urban services and often include the caPital
costs ancl/or connection costs of Provicling water,

e]cctricity, and road Paving.

N

This is genera”g afee requirecl with any Permit aPP]ication

to cover administrative and Processing costs.

SFECIAL ASSESSMENT

Genera”y used to finance infrastructure or services
Provided }33 government, sPecial assessments are useful in
two types of situations: when there is a one-time cost that is
beyoncl the scope of tax devices alreacly in P]ace orwhen
the "natural” area for Providing infrastructure or a sPechCic
service does not follow establishecljurisdictional borders.
Katherthan charging based on usage~-a user chargew’che
district served by the infrastructure or service is defined and

costs of the infrastructure or service are levied across the

district on a one~time or con’cinuing basis.



Distance to SHOPPing:
+i5% of Tax
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,
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Distance to (- rain: 0[7\‘ H/’%‘OM/

+25% oFTax

| would like to propose a new geographi&based taxation system, in which tax rates are determined
bg distance to Places of emplogment , services, and fixed transit. | hese rates would be set to

statisticall9~averaged cost-recovery levels, bg neighbourhooc}. T he more remote the subdivision,
the higher the tax rate. | his would recognize the very high role of roads in municipal costs, and be

very easy to calculate. | his would strong!9 c{iscourage sprawl.



Wl*nat do your 5ta|<eholc]cr5 sa



Tl‘uc Calgary Chambcr of Commcrcc Supports
The Chamber Rccommencis:

|ncrease efforts to communicate to Calgarians the non-residential

and business tax burdens (in addition to the residential Propcrtg ta%
that citizens and businesses have a more completc unclerstanding of th
Provicling the bundle of municipal services.

Restructure the municipal Financing framework to, where aPPlicablc, fund and
deliver municipal services based on the ,benefits Principlc" (those who benefit
more from a Pro&uct or service should pay more).

T his means:

'Road tolls

. Congestion taxes

. Dcvclopmcnt (_ost levies

° Transit stoP area govcmmcnt~owncd dcvclopmcnt company

And cutting, or c//m/hat/}?g Comp/cfcf{g, property taxes



R ecommendations



'Ang major changes need to
be imp]ementecl overa |5+
year time horizon as they will
imFact ro;ertg market
values (F;n you want to be
re~clected>.

OWhilc the idea of switching

entirelﬂ to ‘Purc’ usertees
sounds goocl, the rca]itg of
bui]&in]g chip readers on every

arterial road, and water

metres on every structure in
the citg, IS askinijmcor an

implementation ightmare on
Cen‘cre Street.

‘| think pro erty tax Is a tl—:ing
of the PF;stF;ncl shoulc! be
Phascc! out completelg.



] o encourage &ensitg at train stations, trai
oriented clevclopments should be taxed at ra
similar to those near downtown, while transit re
need to be raised closer to oPerational cost-rec

levels.

°Development cost ]evg Po]icies should be revised te
allow clevelo!:)ers to extend the (T rain lines to new
large developments. T}wis will encourage mass-
consortiums to work together on large P}wased
deve]opments.

e Soil-conservation by]aws, in which black soil must be
removed to an agricu!tural area before new locations
ZIFE Paved or built on, will increase greemcield
deve]opment costs, which will slow Aevelopment at the

Peripl‘ncrg. lt will also protect the ]ong»-term food
supplg.



Wl‘ty is all This lmPortant?

'Throughout North America, too much
suburban infrastructure has been built.
I ull-cost operational expenses, which
include rcpracement costs, have not been
factored into municipal buclgets or taxes.
'Fropertg taxes, bg subsidizing the
suburb at the expense of the core, are

cncouraging this.

'Especia”g in the older cities of the east,
this is taking the form of almost terrhcging
infrastructure deficiencies in the core,
even while low~&ensit9 infrastructure-

heavg &evelopmcnt continues aPacc.

'CalgaryJ as the sole municipalitg of a
metropolitan area, is uniquclg positionecl
to expcrimcnt with new taxation regimes
that offer Potential answers to these

Problcms.




