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Final Report for the Task Force on Affordable Housing (Administration Review).

Final Report for the Task Force on Affordable Housing.




Recommendation:

1. That Administration’s response (Attachment 1 of the July 15, 2003, Community Services Department report) be accepted as City Council’s response to the Task Force on Affordable Housing Summary Report, March 2003.

2. Subject to City Council approval of the 2004 Capital and Operating Budget and the Proposed Grant Funding Agreement, that the Affordable Housing Program (AHP) be established with a total budget of $850,000 per year to carry out the Specific City Actions detailed in Attachment 2 (of the July 15, 2003, Community Services Department report) including:

a) Capital funding of $500,000 per year to enable the City to partner with the Federal and Alberta Governments under the Canada-Alberta Affordable Housing Partnerships Initiative; and

b) Operating funding of $350,000 per year to reduce municipal fees and charges for affordable housing units.

3. That a letter be prepared for signature by the Mayor, on behalf of City Council, to the Federal Government, to advocate for sustained improvements to the rental housing investment climate, principally through Federal tax reform and improved access to financing.

4. That Administration, in consultation with industry and the Edmonton Joint Planning Committee on Housing, explore a range of land use planning measures to promote affordable housing development.  An Administration report on this review to be submitted to City Council by the summer of 2004.

5. That the Edmonton Housing Trust Fund be requested, on behalf of the City, to administer a process to identify and recommend, to the Minister of Alberta Seniors, projects under the Canada-Alberta Affordable Housing Partnerships Initiative.

6. That the Edmonton Joint Planning Committee on Housing be requested to lead and co-ordinate implementation of the recommendations in this report and report back to City Council in the summer of 2004 on progress achieved.

7. That the resolution approved by Calgary City Council on “Minimum Wage and Affordability of Housing” for submission to the 2003 Alberta Urban Municipalities Association convention (Attachment 4 of the July 15, 2003, Community Services Department report) be supported.

Report Summary

This report responds to the Task Force on Affordable Housing Summary Report, March 2003 and its 23 Detailed Actions.  It recommends the establishment of an Affordable Housing Program.

Previous Council/Committee Action

At the March 25, 2003, City Council meeting, the following motion was passed:

1. That the Summary Report (Attachment 1 of the March 18, 2003, Edmonton Task Force on Affordable Housing report) be received for information.

2. That the Summary Report of the Task Force on Affordable Housing be sent to Administration for review and recommendations, including cost implications to the City.

Report

Mayor’s Task Force on Affordable Housing

· The City of Edmonton Low-Income and Special Needs Housing Strategy 2001-2011 (LI&SNH Strategy), approved by City Council in January 2002, defines the City’s role in housing.  One of its recommendations was to form a Mayor’s Task Force on Affordable Housing.

· On March 19, 2002, City Council established the Task Force on Affordable Housing.

· On April 17, 2003, representatives from Community Services, Planning and Development, Asset Management and Public Works, Corporate Services and Emergency Response Departments met to review and provide feedback on the Task Force’s Summary Report. Administration reviewed the seven recommendations of the Task Force on Affordable Housing and supported the Task Force’s general direction.  Specifically, Administration fully supports two recommendations and conditionally supports five recommendations.  A summary of these recommendations, and a list of 23 detailed actions flowing from these recommendations, is attached (Attachment 1).

· In order to implement the recommendations of the Task Force on Affordable Housing, Administration recommends establishment of an Affordable Housing Program.

Affordable Housing Program 2004-2007

· The Federal and Alberta Governments have announced funding for affordable housing.  The Affordable Housing Partnerships Initiative (AHPI) provides capital grants of up to $50,000 per unit.  “Municipal support” is required for all such projects.  The Province confirms that priority may be given to projects that receive municipal funding.

· The Task Force recommended that “the City provide capital funding in the amount of at least $1.2 million per year for Edmonton-based projects under the Affordable Housing Partnerships Initiative.”  The LI&SNH Strategy also identifies a “Limited Funding Partner” role for the City to increase the supply of housing.  In keeping with past practice, the City could contribute up to 15% of the Federal/Provincial contribution, or $7,500 per unit, for projects approved under AHPI. Administration recommends that $500,000 per year be made available for Edmonton-based projects under AHPI.  Currently there is $500,000 shown as funded in the Capital Priorities Plan for Affordable Housing (Project # XX-215520) in 2004-2007.

· The Task Force recommended that City assistance should also be provided to encourage affordable housing not receiving AHPI funds, through: 

· “The deferral or waiving of fees and charges; 

· Provision of offsetting grants to qualifying affordable housing development; and

· Development of a policy to reduce the impact of City fees and charges on rental housing affordability.”  

Administration does not support waiving fees and charges but does support providing offsetting grants. Administration recommends that a separate fund, not to exceed $350,000 per year, be established to reduce municipal fees and charges for affordable housing not approved for AHPI funding.  The source of this funding is a proposed Grant Funding Agreement with the Province relating to the 1,030 City-owned Community Housing units.  That Agreement would enable the City, after paying the annual amortization costs for those units, to retain surplus money, subject to those funds being used for housing initiatives and with the prior written consent of the Minister of Alberta Seniors on an annual basis.  Reference should be made to the Grant Funding Agreement report submitted to the August 18, 2003, Community Services Committee meeting.

· Other aspects of the recommended Affordable Housing Program are outlined in Attachment 2 to this report.

Budget/Financial Implications

The annual cost of the proposed Affordable Housing Program is $850,000.  Source of funding is $500,000 per year, currently showing as funded in the 2004-2007 Capital Priorities Plan for Affordable Housing (Project # XX-215520), although still requiring approval in the 2004 budget process.  The $350,000 would come from a proposed Grant Funding Agreement with the Province relating to the 1,030 City-owned Community Housing units.  The $350,000 is currently in the Community Services Department (Housing Services Program Area) operating budget.  It is composed of approximately equal parts Provincial grant money and tax levy surplus.  While the Proposed Grant Funding Agreement requires that any surplus Provincial grant funding be used for housing initiatives after obtaining the approval of the Minister of Alberta Seniors, City Council has the ability to use the tax levy portion for any civic purpose including, but not limited to, housing.  Administration is recommending that the tax levy surplus continue to be used for housing, as it is consistent with the City’s “Limited Funding Partner” role outlined in the Low Income and Special Needs Housing Strategy previously approved by City Council.  It will also leverage investments from the private and non-profit sectors for affordable housing projects. 

Justification of Recommendations

1. This recommendation will confirm City Council’s acceptance of Administration’s response to each Detailed Action in the Task Force Summary Report.

2.(a)

Subject to City Council’s approval as part of the budget process, this budget would enable the City to leverage funding from the Federal/ Provincial Affordable Housing Initiative for affordable housing projects.  It would also make units approved for funding under the Initiative more affordable to lower-income households.  If this budget is not approved it may jeopardize Edmonton’s ability to obtain funding under the Affordable Housing Initiative.

2.(b)
Subject to City Council’s approval as part of the budget process, this budget would respond to the Task Force request for grants to offset City fees and charges for qualifying affordable housing developments. The Task Force estimated that municipal fees and charges accounted for 4% to 6% of the total cost of new housing.
3. This recommendation responds to the Task Force call for the City to advocate for sustained improvements to the investment climate for new affordable rental housing through federal tax reform and improved access to financing. 
4. Administration acknowledges that land use planning measures can help to generate affordable housing production.  However, these require careful review in consultation with Administration and industry, and should be pursued on a pilot project basis.

5. The Edmonton Housing Trust Fund (EHTF) has the expertise to administer a community-based process for projects seeking AHPI funding.  The EHTF has developed a good track record through implementation of the Federal Homelessness Funding Initiative.
6. This recommendation is consistent with the LI&SNH Strategic statement to work with the Edmonton Joint Planning Committee on Housing to implement the City’s primary roles in housing.

7. Administration acknowledges that insufficient income, even from low-wage employment, is a major barrier to accessing even the most modestly priced housing in Edmonton.

Background Information Attached

1. Administration Response to the 23 Detailed Actions of the Task Force on Affordable Housing Summary Report, March 2003.

2. Details of the Proposed Affordable Housing Program.
3. Potential Land Use Measures and Processes to Promote Affordable Housing Development.

4. Calgary City Council Resolution to the 2003 AUMA Convention and Background Information.

Background Information Available on Request

1. Improving Opportunities for Affordable Housing in Edmonton, Background Report of the Task Force on Affordable Housing, February 2003.

Others Approving this Report

Senior Management Team

SUMMARY

Task Force Summary Report Detailed Action
Administration Response
Comments

Recommendation 1 – Remove barriers and disincentives to affordable housing development

1.1
Federal tax reform for new rental housing development
Support
Full rebate on GST, restore soft cost deductibility, increase CCA, capital gains tax deferral for new rental housing

1.2
City fees and charges
Conditional support
Pending $350,000 annual budget approval – support for offsetting grants to affordable housing not approved for AHPI funding

1.3
Alternative City servicing standards
Conditional support
Subject to Administration review with land and property developers, homebuilders and EJPCOH

1.4
Differential property tax rate for rental housing
Non-support
Marginal impact, even if passed on to renters

1.5
Streamlined development approval process
Conditional support
Administration to explore land use measures to promote affordable housing and report back to Council in summer of 2004

1.6
Public education strategy
Conditional support
Administration to support EJPCOH communications strategy

1.7
Address NIMBY response
Conditional support
Administration to support EJPCOH work to address NIMBY

Recommendation 2 – Reduce basic cost of development

2.1
Identify surplus land for affordable housing development
Conditional support
Give priority to developing the six undeveloped parcels obtained by the City for social housing using LIHCAP funds

2.2
Land use density bonusing
Conditional support
Subject to Administration review with housing developers

Recommendation 3 – Implement Federal/Provincial Affordable Housing Partnerships Initiative (AHPI)

3.1
Provincial funding for AHPI
Support
Request for new Provincial funding for AHPI each year  to 2007

3.2
Fair and transparent RFP process
Conditional support
Request for community-based process to be led by the Edmonton Housing Trust Fund and supported by the City

3.3
City capital funding for AHPI
Conditional support
Pending $500,000 annual budget approval –  to demonstrate City support as a “limited funding partner” for AHPI projects

3.4
Support continued funding for LIHCAP
Conditional support
LIHCAP could fund land sales/lease write-downs for six City-owned remaining undeveloped social housing sites

Recommendation 4 – Reduce financing costs

4.1
Examine with Province and Federal Government and industry ways to increase access to and lower cost of financing
Support
Risk management practices of lenders and CMHC (in its role as a mortgage insurer) can add to high capital costs of developing rental housing and have become a major impediment to especially not-for-profit housing providers

4.2
CMHC mortgage underwriting policies/criteria
Support
Lower mortgage insurance premiums and more flexible mortgage underwriting criteria would assist new rental housing providers

4.3
Affordable rental housing financing risk
Support
Form an intergovernmental working group to reduce risk and mortgage insurance fees in financing affordable rental housing

Recommendation 5 – Encourage alternative ways to increase affordable housing options

5.1
Secondary suites
Conditional support
Administration to explore with other land use planning measures on a pilot project basis

5.2
Manufactured housing
Conditional support
Administration to explore with other land use planning measures on a pilot project basis

5.3
Expand homeownership options
Conditional support
Subject to feedback from Edmonton Housing Industry Forum

5.4
Preserve existing rental properties
Conditional support
City already delivers RRAP and facilitates interjurisdictional response to unsafe and derelict housing conditions

Recommendation 6 – Address lack of income

6.1
Lack of Income
Support
Recommend support for City of Calgary “minimum wage and housing affordability” resolution to 2003 AUMA convention

Recommendation 7 – Implement the Task Force recommendations

7.1
EJPCOH to monitor implementation of Task Force recommendations
Support
EJPCOH has confirmed its willingness to provide leadership in implementing all Task Force recommendations by monitoring and co-ordinating the actions of all orders of government to those ends

7.2
Government funds to enable EJPCOH to implement Detailed Action 7.1 and administer RFP process for AHPI
Conditional support
Edmonton Housing Trust Fund Board of Trustees confirmed its willingness to administer a community-based Request for Proposals process to identify Edmonton-based projects seeking funding under the AHPI

1. Remove Barriers and Disincentives that Discourage Affordable Development

TASK FORCE RECOMMENDED:
1.1
Advocate the federal government for reform to the federal tax treatment of rental housing to create a more equitable and attractive environment for private investment in new rental housing development.  Examples of reforms include:

· A full rebate of the Goods and Services Tax on new rental housing;

· Deferral of capital gains tax and recaptured Capital Cost Allowance upon sale of a property and re-investment in new rental housing; and

· Restoration of soft cost deductibility for new rental housing.

ADMINISTRATION RESPONSE:  SUPPORT

Justification:  Research conducted in 2001 by the Ontario Housing Supply Working Group concluded that the federal Goods and Services Tax (GST) is currently payable at the rate of 4.5% on total rental housing development costs.  Assuming an average $100,000 per unit total cost for land and construction, the total GST payable for new rental development is $4,500 per unit.  A full GST rebate would lower the total cost of development proportionately, which would reduce the equity needed, the mortgage amount and mortgage insurance fees, thereby improving the economic viability of rental housing projects leading to feasible returns and a more attractive investment climate overall.  Under current federal tax rules, the sale of a rental housing project triggers taxes on capital gains and recaptured depreciation.  In the U.S., rental housing qualifies for deferral of capital gains and recaptured depreciation if another property of greater or equal value is purchased.  Implementation of this measure in Canada would provide greater tax deferral and, in turn a new source of investment capital for rental housing.  Current federal tax policy requires rental-housing investors to capitalize “soft costs” related to the construction or renovation of those properties.  “Soft costs” include landscaping, legal/accounting, building permit and development fees/levies, mortgage and mortgage insurance application fees/premiums, professional fees for architects and engineers, interest on construction financing and property taxes during construction.  Restoration of soft cost deductibility on new rental housing would increase investor acceptance of the risk associated with such development by increasing after-tax returns through increased investor income deductions in the early years of a project.  The current allowable Capital Cost Allowance (CCA) for rental housing projects in Canada is 4% of the declining depreciable balance annually; for new rental projects, a “half-year rule” applies (i.e. 2% CCA rate for the initial year).  Raising the CCA to 5% would encourage investors to accept the risks associated with rental housing development, as it would increase the deductions available for investors in the critical early stages of a project.  The Ontario research concluded that a full GST rebate, an increase in the CCA from 4% to 5% and restoration of soft cost deductibility up to $5,000 per unit for new rental housing could yield net federal tax revenues that more than cover the revenue losses due to the changes.  Production of 6,000 or more new rental units attributable to these measures would fully cover the costs incurred by making the changes, development above this level generates a net gain in federal revenue.  Other municipalities broadly support these federal tax policy actions.  Financial Implications: Minimal.

TASK FORCE RECOMMENDED:
1.2
Explore the impact of City fees and charges on the construction of new rental housing.  Options to pilot include:

· The deferral or waiving of fees and charges;

· Provision of offsetting grants to qualifying affordable housing development; and

· Development of a policy to reduce the impact of City fees and charges on rental housing affordability.

ADMINISTRATION RESPONSE:  CONDITIONAL SUPPORT

Justification:  City fees and charges enable the City to recover its costs to provide essential services (e.g. review of development and building permit applications).  Deferring or waiving those costs for all new rental housing would shift those costs from builders, investors and renters to the general tax base and is inconsistent with the concept of “user-pay”.  The Task Force on Affordable Housing recognized the Canada-Alberta Affordable Housing Partnerships Initiative (AHPI) as a good start, but insufficient to meet Edmonton’s significant and growing affordable housing needs.  It urged the need for methods to encourage private investment in affordable housing development beyond the publicly funded capital grants available under the AHPI.  The Task Force Background Report estimated the per unit capital cost impact of municipal fees and charges at $3,000 per unit for one and two-bedroom units and $7,000 for three-bedroom units.  Administration’s recommended $350,000 per year in redirected Operating Budget funding could provide a source of City funding to significantly reduce the impact of those fees and charges in affordable housing not approved for AHPI funding, thereby improving the economic viability that housing while also leveraging funds from other sources.  All costs incurred are to be funded from the recommended City Affordable Housing Program/Budget, subject to full cost accounting.  Financial Implications: Up to $350,000 per year from 2004 to 2007 inclusive.

TASK FORCE RECOMMENDED:

1.3
Examine and reform City practices that discriminate against and discourage affordable development. For example:

· Review current minimum site servicing standards and identify opportunities where standards could be revised to be more flexible to stimulate affordable units;

· Consider opportunities for creative financing of services, including local improvements; and
· Where certain services normally provided by the City are directly paid by landlords or owners’ associations (e.g. garbage collection), consider providing property tax credits that would more fairly reflect the cost of services received.

ADMINISTRATION RESPONSE: CONDITIONAL SUPPORT

Justification:  Administration is prepared to review and consider City practices relating to minimum site servicing standards with land and property developers and homebuilders and the Edmonton Joint Planning Committee on Housing (EJPCOH), subject to those changes contributing directly to the production of more affordable housing units.  Administration support for modifying current minimum site servicing standards for affordable housing is limited to specific project proposals approved for Affordable Housing Partnerships Initiative (AHPI) funding and specific “pilot projects” not seeking AHPI funding.  All costs incurred to offset these City fees and charges are to be funded from the recommended City Affordable Housing Program/Budget, subject to full cost accounting.  Financial Implications: Included as part of the recommended Affordable Housing Program and Budget 2004 to 2007.

TASK FORCE RECOMMENDED:

1.4
Reconsider the City’s position, on a pilot project basis, regarding the existing inequitable property tax burden on rental housing compared with similar owner‑occupied units and develop options to reduce this inequity:

· Establish a new property tax class and tax rate for new rental housing to equalize the tax expense carried by rental and ownership housing of similar value.
ADMINISTRATION RESPONSE:  NON-SUPPORT

Justification: Information generated through Task Force research indicates that the amortized equivalent monthly impact of an equalized municipal tax rate for new rental housing would be marginal – reducing Economic Rents in new construction, modest-cost, one, two and three-bedroom units by less than $10 per month.  This would reduce City tax revenues with no guarantee of reduced rents to renter households.  Financial Implications: None as Task Force Detailed Action 1.4 is not supported.

TASK FORCE RECOMMENDED:

1.5
Streamline and expedite the development approval process.  Create a housing facilitator position to assist in identifying barriers, expedite approval of housing developments (including affordable housing developments) and ensure that affordable and innovative applications are not unduly delayed or discouraged.

ADMINISTRATION RESPONSE:  CONDITIONAL SUPPORT

Justification: It is assumed that Detailed Action 1.5 could be implemented through an expanded role of the existing “Housing Facilitator” position in Community Services.  That position currently assists agencies with proposals to address homelessness.  Community Services and Planning & Development Departments, as well as the project proponents acknowledge the value added of that position.  Expanding the responsibilities of that position could assist the Edmonton Housing Trust Fund process of developing and reviewing Edmonton-based project proposals seeking funding under the Affordable Housing Partnerships Initiative.  To implement this recommendation, the Planning & Development Department should authorize representatives of its Planning Services Sections and Development Compliance Branch to work with the Community Services Housing Facilitator to prepare and review development and building permit applications from affordable housing providers.  The Housing Facilitator would take the lead on this approach.  The City should explore the specific land use planning measures in support of affordable housing that were recommended by the Interdepartmental Matrix Team on Low-Income and Special Needs Housing (Attachment 2 to Administration response to the Final Report of the Task Force on Affordable Housing).  Financial Implications: Minimal.

TASK FORCE RECOMMENDED:

1.6
Develop a public education strategy with affordable housing partners to increase public awareness of the benefits of affordable housing development.

ADMINISTRATION RESPONSE: CONDITIONAL SUPPORT

Justification: The Edmonton Joint Planning Committee on Housing (EJPCOH) has developed and plans to launch in September 2003, a five-year comprehensive communication campaign to increase public awareness of the benefits of meeting priority homeless and housing needs in Edmonton.  Rather than develop a separate City public education strategy for affordable housing, the EJPCOH Advocacy, Awareness and Communications Committee has indicated its support for the City to provide resources to assist with the implementation of the EJPCOH communications strategy.  Financial Implications: To be determined.

TASK FORCE RECOMMENDED:

1.7
Expand on existing efforts to address NIMBY (Not-In-My-Back-Yard) opposition to affordable housing development:

· Building on Canada Mortgage & Housing Corporation research and workshops, develop and implement an ongoing educational process to address NIMBY issues and to increase community support for proposals for new affordable rental housing development.
ADMINISTRATION RESPONSE:  CONDITIONAL SUPPORT

Justification: Delays in securing development approvals create risk and uncertainty for affordable housing proponents.  Increased public awareness that housing and homelessness are important public issues could help address the NIMBY (Not-In-My-Back-Yard) resistance that underlies much of these delays and associated risk.  As part of its recommended lead role in implementing the Task Force Detailed Actions, the Edmonton Joint Planning Committee on Housing is encouraged to review research sponsored by Canada Mortgage & Housing Corporation (CMHC) on “Strategies for Overcoming Community Opposition to New Residential Development”.  A workshop sponsored by CMHC for the Task Force on Affordable Housing provided an informative overview of NIMBY “case studies”, successful approaches used in past NIMBY experiences and methods to develop a successful strategy to confront the NIMBY response to affordable housing development proposals.  Financial Implications: Minimal.

2.
Reduce the Basic Cost of Development

TASK FORCE RECOMMENDED:

2.1
Urge all three orders of government (federal, provincial and City) to identify all surplus property in Edmonton that could be used for affordable housing development.

· Formally request that this property be made available on favourable terms to facilitate development of affordable housing.

· Develop policies to establish criteria under which all surplus City-owned property can be made available on favourable terms to stimulate affordable housing, including the leasing of property.
ADMINISTRATION RESPONSE:  CONDITIONAL SUPPORT

Justification: A recommendation similar to Detailed Action 2.1was included in the May 1999 final “Call to Action” report of the Edmonton Task Force on Homelessness, and that recommendation was implemented by Administration.  All three orders of government, including the City, should similarly identify all surplus property in Edmonton that could be used for affordable housing development.  The six, remaining undeveloped parcels that are owned by the City and which were purchased by the City for future “social housing” development should be given high priority for such development.  The Municipal Government Act and City of Edmonton Land Management Strategy require that the sale of City-owned land to all housing providers, excluding The City of Edmonton Non-Profit Housing Corporation (HomeEd), occur at market value.  Assuming these sites will not be developed by HomeEd, an offsetting grant to the project proponent is recommended from the existing Low-Income Housing Capital Assistance Program (LIHCAP) capital budget ($364,000 per year) to facilitate their development for affordable housing.  In addition, for the review of Council Policies currently underway, Administration should prepare an interdepartmental response to all such policies to relating to housing.  Specifically, revisions to Policy C-437 (“The Lease or Sale of City-owned Land for Social Housing”) should include reference to the source of funding that will be used to compensate the Land Enterprise Fund for any land lease or sale write downs from market value for Affordable Housing projects.  Financial Implications:  Included as part of the recommended Affordable Housing Program and Budget 2004 to 2007.

TASK FORCE RECOMMENDED:

2.2
Develop a land use density bonusing strategy to encourage builders to supply a percentage of the units in new residential developments at sales prices or rental rates that are affordable to low-to-moderate-income households in Edmonton.

· Include an incentive mechanism that could increase developer investment returns to offset some of the production costs of providing affordable housing units.
ADMINISTRATION RESPONSE:  CONDITIONAL SUPPORT

Justification: Land use density bonusing and transfers represent an opportunity that may assist proponents seeking funding under the Canada-Alberta Affordable Housing Partnerships Initiative.  However, local housing providers have not historically embraced density transfers.  City support for Detailed Action 2.2 will therefore require review and support by for-profit and not-for-profit housing developers as part of the further study of this approach by Planning & Development and Community Services Departments that is recommended in Administration Recommendation #5.  Financial Implications: To be determined.

3.
Implement the Federal-Provincial Affordable Housing Partnerships Initiative


TASK FORCE RECOMMENDED:

3.1
Request that the Province of Alberta match the funding contributed by the federal government to the Affordable Housing Partnerships Initiative over the life of the initiative to maximize the number of affordable housing units developed.

ADMINISTRATION RESPONSE: SUPPORT

Justification: In February 2003, the Alberta Government announced that $8.5 million in new funding would be provided to match the $8.5 million in federal funds for Alberta for the first year (fiscal 2002) of the five-year National Affordable Housing Capital Grants Initiative.  In March 2003, the Province announced commitments of this total funding for seven projects containing 420 new units in five high-growth, high-needs communities under the Affordable Housing Partnerships Initiative (AHPI).  In March 2003, the Province announced its commitment to provide $15 million to complement the $20.5 million in Federal funding to Alberta for the second year (fiscal 2003) of the AHPI.  Given the need for significant capital subsidies to enable such developments to be affordable at below average market rents, new Provincial funding should be provided to fully match the Federal allocation to Alberta over the remaining years (fiscal 2004, 2005 and 2006) of the National Initiative.  The AHPI provides eligible housing project proposals with capital grants of up to $50,000 per unit.  The AHPI stipulates that “municipal support” is required for all projects seeking AHPI funding.  Discussions with the Province have confirmed that priority may be given to projects that receive municipal funding, as evidenced by the projects that received first-year funding under AHPI.  This ties in with Administration Recommendation 1, requesting Council approval for an Affordable Housing Program and Budget for 2004 to 2007 to demonstrate municipal support for those projects.  Financial Implications: Minimal.

TASK FORCE RECOMMENDED:

3.2
Request that the Province of Alberta implement a fair and transparent process for communities to implement Request For Proposals (RFP’s), including making the evaluation and approval criteria publicly known in advance.  Private and non‑profit partnerships should be encouraged and supported.

ADMINISTRATION RESPONSE:  CONDITIONAL SUPPORT

Justification:  A letter dated March 27, 2003, from Mayor Bill Smith thanked the Honourable Stan Woloshyn, Minister of Alberta Seniors for announcing $8.5 million in new funding for the Affordable Housing Partnerships Initiative (AHPI).  The letter strongly encouraged Alberta to continue to support this Federal/Provincial cost-shared Initiative with additional new funding in future Program years.  The Province has confirmed that it will not directly administer a Request for Proposals process to identify proposals for funding under the AHPI.  However, it has indicated that its support for a community-based process to identify those proposals and that applications for AHPI funding will be considered only if they are supported by the municipality.  Stakeholder consultations conducted by the Task Force urged the development of a fair and transparent process to identify such proposals in Edmonton.  The Edmonton Housing Trust Fund (EHTF) has a history of administering a Request for Proposals process for Edmonton-based proposals seeking funding under the Federal Homelessness Funding Initiative.  The EHTF has also accepted responsibility for administering a community-based RFP process for Edmonton-based project proposals seeking AHPI funding over the remaining years of the Initiative.  Financial Implications: Minimal.

TASK FORCE RECOMMENDED:

3.3 The City provide capital funding in the amount of at least $1.2 million per year over the next four years (2003-2006).  This expenditure would be consistent with the City’s role as a limited funding partner.  It would represent 15 % of the total anticipated capital grant funding provided by the federal and Alberta governments for Edmonton-based projects under the Affordable Housing Partnership Initiative.
ADMINISTRATION RESPONSE:  CONDITIONAL SUPPORT

Justification: Currently, $500,000 per year is funded from 2004 to 2007 in the Capital Priorities Plan for Affordable Housing.  An average contribution of $7,500 per unit to projects approved by the Province under the Canada-Alberta Affordable Housing Partnerships Initiative would represent 15% of the maximum $50,000 per unit funds available from the federal and Provincial Governments under that Initiative.  That level of City funding would help to satisfy the Provincial requirement for funding support from the City for those applications.  To ensure no unforeseen costs to the City, this recommended City “limited funding partner” contribution to the AHPI is conditional to the development of a financial tracking system to ensure full cost accounting for this cost and its related administration expenses.  Financial Implications: $500,000 per year from 2004 to 2007 inclusive.

TASK FORCE RECOMMENDED:

3.4
Retain the City’s existing Low Income Housing Capital Assistance Program (LIHCAP), and allocate capital funding at the current level or greater over the next four years (2003-2006).  This move will assist projects generated through the Affordable Housing Partnership Initiative.

ADMINISTRATION RESPONSE:  CONDITIONAL SUPPORT

Justification: The Low-Income Housing Capital Assistance Program (LIHCAP) has been funded annually since 1994 to provide capital grants to organizations providing low-income and special needs housing in Edmonton.  Priority for LIHCAP budget expenditures from 2004 to 2007 should be to facilitate the development of affordable housing on each of the six remaining undeveloped City-owned social housing sites.  At current row housing (RF5) zoning, those six sites have a development potential of approximately 200 row-housing units but due to the absence of Provincial subsidy programs, have remained undeveloped since their acquisition by the City for social housing in the 1970s.  Financial Implications: $364,000 per year.

4.
Reduce Financing Costs

TASK FORCE RECOMMENDED:

4.1
Work with provincial, federal and private-sector partners to examine ways to increase access and lower the cost of financing for affordable housing.

ADMINISTRATION RESPONSE: SUPPORT

Justification: Given the high capital costs of developing rental housing and that such developments tend to be highly leveraged, reductions in financing costs would improve the economic feasibility of such developments.  In addition, the risk management practices of lenders and Canada Mortgage & Housing Corporation (in its role as mortgage insurer) can add to these costs.  The City, in co‑operation with provincial, federal and private sector partners, could add its voice to other public policy reviews which have developed recommendations for changes to mortgage regulations and insurance practices to reduce mortgage insurance premiums and mortgage equity requirements for rental housing. These requirements have become a major impediment especially for not-for-profit housing providers.  Financial Implications: Minimal.

TASK FORCE RECOMMENDED:

4.2
Ask the federal government to:

· Consider and implement recommendations regarding CMHC underwriting criteria and premiums for rental housing, such as those included in the Ontario Housing Supply Working Group;

· Provide full reporting (CMHC) on newly revised rental insurance policies; and

· Review requirements for high-ratio real estate loans in the Bank Act.
ADMINISTRATION RESPONSE:  SUPPORT

Justification: Research conducted in 2001 by the Ontario Housing Supply Working Group identified several concerns relating to systemic barriers faced by builders and investors in securing financing for new rental housing development.  These include the requirement for significantly more up-front equity than that required by builders of owner‑occupied housing.  As well, mortgage insurance is a key element in securing financing for new rental housing development and some industry stakeholders regard current CMHC policies as being unnecessarily difficult and uncertain.  The Ontario study recommended that surpluses being generated by CMHC mortgage insurance and mortgage-backed securities be used to strengthen its insurance reserves and allow for lower mortgage insurance premiums or more flexible mortgage underwriting criteria.  In April 2003, Canada Mortgage & Housing Corporation announced new and expanded initiatives for not-for-profit and for-profit housing proponents through lower mortgage loan insurance premiums and more flexible underwriting criteria.  While the details of these changes are still under review, this announcement indicates that CMHC is willing to consider policy and program changes to its mortgage insurance policies without compromising sound business practices.  Financial Implications: Minimal.

TASK FORCE RECOMMENDED:

4.3
Form an inter-governmental working group to reduce risk and mortgage insurance fees in financing affordable rental housing.

ADMINISTRATION RESPONSE: SUPPORT

Justification: Detailed Action 4.3 is supported given its consistency with Administration support for Detailed Action 4.2.  Financial Implications: To be determined.

5.
Encourage Alternative Ways of Increasing Affordable Housing Options in Edmonton


TASK FORCE RECOMMENDED:

5.1
Proactively encourage the development of secondary apartments as a cost‑effective source of affordable rental accommodation:

· Develop appropriate zoning, building and fire standards to encourage secondary apartments, and a pilot program to stimulate the installation of secondary apartments in new and existing homes.

· Options for favourable financing and property tax incentives should also be explored.

ADMINISTRATION RESPONSE: CONDITIONAL SUPPORT

Justification: Secondary suites present an opportunity for generating alternative accommodation that may be suitable for certain lower-income households.  Administration exploration of measures to expand current City policies relating to secondary suites in new and existing homes as alternative way to help meet affordable housing needs, including exploring of options for favourable financing and property tax incentives, should be subject to the following conditions:

· Affect a geographically constrained area (i.e. pilot project);

· Be developed in consultation with the community involved; and

· In no way compromise the safety of persons living in the secondary suites.

City support for Detailed Action 5.1 will require further study by Planning & Development and Community Services Departments as is recommended in Administration Recommendation #5.  Financial Implications: To be determined.
TASK FORCE RECOMMENDED:

5.2
Create zoning and building regulations that support and do not inadvertently preclude manufactured housing communities, and work with the manufactured housing industry to expand the implementation of this affordable housing option.

ADMINISTRATION RESPONSE:  CONDITIONAL SUPPORT

Justification: Current City zoning policies make no distinctions between manufactured and conventional “stick-built” housing.  Manufactured housing presents an opportunity for generating affordable housing that may be suitable for certain lower-income households.  City support for more flexibility in existing City regulations regarding manufactured housing requires further study by Planning & Development and Community Services Departments recommended in Administration Recommendation #5.  This study should include whether such changes relate to “manufactured housing units” or, as specified in Detailed Action 5.2, to “manufactured housing communities”.  Financial Implications: To be determined.

TASK FORCE RECOMMENDED:

5.3.1 Encourage and expand options for affordable home ownership as part of the City’s affordable housing strategy.  An excellent way to start would be to initiate discussions with the Edmonton Housing Industry Forum to identify ways to enhance and expand the recently developed Home Ownership Education and Down-payment Assistance Program.

ADMINISTRATION RESPONSE:  CONDITIONAL SUPPORT

Justification: Task Force research findings observed a significant supply of modestly priced dwellings in Edmonton that could be purchased by moderate-income households – including those facing high rent burdens.  Affordable homeownership is an effective, albeit indirect way to assist the rental sector since a rental unit becomes vacant as each household moves out of that unit to purchase a home.  Through its “Home Ownership Education and Down-payment Assistance Program”, the Edmonton Housing Industry Forum is currently providing assistance to encourage homeownership, including education and credit counselling to help credit-impaired potential purchasers.  The City could support and seek to expand this initiative in partnership with the realtor and lending community through methods such as down-payment assistance or second mortgage financing as was provided by the City to assist in developing the Mill Woods Land Bank.  Financial Implications: To be determined based on discussions with the Edmonton Housing Industry Forum.

TASK FORCE RECOMMENDED:

5.4
Develop a policy (with the Province, where necessary) to preserve existing affordable rental properties:

· The City should ensure that municipal interpretation, enforcement and co-ordination of the provincial Fire Code encourages affordability, while in no way compromising safety.

· Ask the Province to examine existing building and Fire Code requirements that impact rehabilitation of older properties (more flexible policies that do not compromise safety would encourage affordable housing).

· Work with the federal government to encourage preservation of affordable housing through the Residential Rehabilitation Assistance Program (RRAP).

ADMINISTRATION RESPONSE:  CONDITIONAL SUPPORT

Justification: All of the recommendations in Detailed Action 5.4 are already being implemented by Administration, including the Safe Housing Standards Program and the delivery of the federally-funded Residential Rehabilitation Assistance Program, or by the Province (Alberta Apartment Upgrading Program).  Administration is continuing to address issues arising from the 2002 Safe Housing Program Operational Review.  The Recommendations arising from that Review will continue to be implemented to the extent of available budgets and authority delegated to the municipality under the Municipal Government Act.  Financial Implications: To be determined.

6.
Address Lack of Income

TASK FORCE RECOMMENDED:

6.1
Advocate that the Province address the problem of income as a major barrier to accessing and maintaining occupancy in affordable housing.  Payments under all provincial income support programs, including Support for Independence (SFI), Assured Income for the Severely Disabled (AISH), minimum wage and monthly housing rent supplements for the working poor should be increased to reflect current housing costs in Edmonton.

ADMINISTRATION RESPONSE: SUPPORT

Justification: Despite the recent Provincial announcement of increased Supports for Independence benefits for families with children and persons not expected to work, the market price of housing in Edmonton has significantly increased in the past few years.  Consequently, many low-wage earning households are increasingly unable to afford even the most modestly priced, existing housing units in the City.  Many government programs for low wage earners, including rent supplements, emergency shelters and social housing, are effectively subsidizing businesses to ensure a supply of low-cost labour, especially in the growing services sector.  Research has shown that raising minimum wages stimulates consumer demand since low‑income earners spend proportionately more locally than high-income earners.  Income support programs, including Support for Independence, Assured Income for the Severely Disabled, the minimum wage and monthly housing rent supplements for the working poor, should be increased to enable recipients to at least afford to pay average market rents. At its regular meeting held on April 29, 2003, City Council approved, for submission to the 2003 AUMA conference, a resolution urging the Province to immediately implement a 20% inflation adjustment to the Supports For Independence program (“Income Supports for Low Income Albertans”).  The difficulty that many minimum wage earners face in paying for market rent is the subject of an AUMA resolution approved by Calgary City Council (“Minimum Wage and Affordability of Housing”) also for submission to the 2003 AUMA conference.  Financial Implications: Minimal.

7.
Implement the Recommendations of the Edmonton Task Force on Affordable Housing


TASK FORCE RECOMMENDED:
7.1 Ensure that all Task Force recommendations approved by City Council are monitored and co‑ordinated by the Edmonton Joint Planning Committee on Housing.

ADMINISTRATION RESPONSE: SUPPORT

Justification: At its meeting held on May 8, 2003, the Edmonton Joint Planning Committee on Housing reviewed Detailed Action 7.1 and confirmed its willingness to carry out the following Task Force Summary Report requested tasks:

· To provide leadership in the implementation of the Affordable Housing Task Force recommendations by monitoring and co-ordinating the actions of all orders of government to implement those recommendations (including advocating governments to provide funding for an open and transparent process of generating affordable housing development proposals); and

· To request establishment of the Task Force Summary Report recommended affordable housing advisory/resource group through the Edmonton Housing Trust Fund.

Financial Implications: To be determined based on discussions with the Edmonton Housing Trust Fund and the Edmonton Joint Planning Committee on Housing.

TASK FORCE RECOMMENDED:
7.2
Advocate to the Government of Canada, the Province of Alberta and the City of Edmonton to allocate an appropriate level of administrative funding to the Edmonton Joint Planning Committee on Housing to:

· Accomplish the tasks cited in 7.1;

· Administer an open and transparent Request for Proposals process to identify Edmonton-based projects seeking funding from the Province and the City under the Affordable Housing Partnership Initiative; and

· Establish an affordable housing advisory/resource group to ensure that conditions imposed by individual funding sources encourage the best and most equitable use of funding and other resources (i.e. leveraging).
ADMINISTRATION RESPONSE:  CONDITIONAL SUPPORT

Justification: At its meeting held on May 8, 2003, the Edmonton Joint Planning Committee on Housing (EJPCOH) Board reviewed Detailed Action 7.2 and confirmed that administering a Request for Proposals process to identify Edmonton-based projects seeking Affordable Housing Partnerships Initiative (AHPI) funding was outside its mandate.  At its meeting held on May 27, 2003, the Edmonton Housing Trust Fund Board of Trustees confirmed its willingness to administer a community-based Request for Proposals process for Edmonton-based project proposals seeking funding under the AHPI.  Other aspects of Detailed Action 7.2, relating to the EJPCOH, were accepted by the EJPCOH Board on May 8, 2003, and are reflected in Administration Recommendations.  Financial Implications: To be determined based on discussions with the Edmonton Housing Trust Fund and Edmonton Joint Planning Committee on Housing.  On May 8, 2003, the EJPCOH Board approved a motion requesting all orders of government to provide funding to support EJPCOH administrative costs to related to its leading and co-ordinating the implementation of the Council-approved recommendations stemming from the Task Force on Affordable Housing Summary Report, March 2003.

Purpose:

The Affordable Housing Program 2004 to 2007 will position the City, as a limited funding partner and will leverage funding from other orders of government, the not-for-profit and private sectors to increase the supply of affordable housing in Edmonton.

Goals:

The Program will address six of the seven recommendations of the Affordable Housing Task Force Summary Report 2003:

1. Remove barriers and disincentives that discourage affordable development.

2. Reduce the basic cost of development.

3. Implement the Federal-Provincial Affordable Housing Partnership Initiative.

4. Reduce financing costs.

5. Encourage alternative ways of increasing affordable housing options in Edmonton.

6. Address lack of income.

Specific City Actions: 

a) Provide capital funding of up to $500,000 per year, at an average of $7,500 per affordable housing unit, for project proposals recommended by the Edmonton Housing Trust Fund and approved by the Province for funding under the Affordable Housing Partnerships Initiative (AHPI) to enable the City to partner with the Federal and Alberta Governments under that Initiative.  The current term of the initiative is from April 1, 2002 to March 31, 2007.

b) Provide operating funding of up to $350,000 per year to reduce municipal fees and charges for the development of affordable housing units not approved for funding under the AHPI;

c) Explore, in consultation with the housing industry and the Edmonton Joint Planning Committee on Housing and on a pilot project basis, a range of land use planning measures to promote affordable housing (See “Potential Land Use Measures to Promote Affordable Housing Development” Attachment 3).  An Administration report on this review to be submitted to City Council by the summer of 2004.  All costs incurred are to be funded from the recommended Affordable Housing Program Budget;

d) Expand the role of the existing Housing Facilitator position in Community Services to assist in identifying and removing barriers, and expedite approval of affordable housing developments, including but not limited to project proposals seeking AHPI funding and to work with the EHTF and the City Administration on pilot projects.

e) Advocate for the reform to federal tax treatment of rental housing to create a more equitable and attractive environment for private investment in new rental housing development, in particular affordable housing development.  Recommended reforms to include changes to federal tax requirements, Canada Mortgage & Housing Corporation underwriting criteria, mortgage insurance fees and rental insurance policies, and requirements for mortgage insurance on high-ratio real estate loans under the Bank Act, and

f) Advocate for changes to the minimum wage in Alberta as referenced in the Calgary City Council-approved Resolution (“Minimum Wage and Affordability of Housing”) to the 2003 Alberta Urban Municipalities Association convention to enable low waged workers to meet their housing needs.  

Resources required:

a) Up to $500,000 per year to project proposals recommended by the Edmonton Housing Trust Fund and approved by the Province for funding under the Affordable Housing Partnerships Initiative (AHPI);

b) Up to $350,000 per year to reduce municipal fees and charges for affordable housing units not funded under the AHPI.

Anticipated outcomes:

a) 66 additional affordable housing units each year from 2004 to 2007 under the AHPI; and

b) 50 to 116 additional affordable housing units each year from 2004 to 2007, where such units are not approved for AHPI funding.

Over the four-year period from 2004 to 2007 inclusive, a total of 464 to 728 additional affordable housing units in Edmonton.

Delivery mechanisms:

Administration is recommending that the Edmonton Housing Trust Fund administer a Request for Proposals process for Edmonton-based projects under the Canada-Alberta Affordable Housing Partnerships Initiative.  Administration is recommending that the Edmonton Joint Planning Committee on Housing lead and co-ordinate implementation of the Council-approved recommendations stemming from the Task Force on Affordable Housing Summary Report, March 2003.  The cost of City supports, including facilitation of affordable housing project proposals, will be included in the Affordable Housing Program budget.

Measures Involving Land Use Controls:

· Planning for the provision of affordable housing (e.g. 20% of all new residential units for the Fort Road Old Town Master Plan);

· Planning for the provision of secondary suites in predominantly single-detached residential neighbourhoods;

· Land use density zoning and transfers for affordable housing;

· Land use controls to allow for mixed housing and lot sizes;

· Land use controls to accommodate innovative housing proposals that may included unique mixes in land use, building types and/or ownership patterns;

· Considering design advantages over the provision of standard hard services on the interior of an affordable housing site;

· Allowing for more flexibility for manufactured housing and manufactured housing communities; and

· Allowing for more flexibility in regulations in areas such as property line setbacks, to allow for various kinds of affordable housing.

Measures to Facilitate the Review and Approval of Affordable Housing Development Proposals:

· Establishing an integrated services committee of various department representatives (Community Services, Planning & Development, Transportation & Streets, Police, Emergency Response Departments) to work together when considering affordable housing development proposals.  The initialization of committee work would be done through Community Services’ Housing Facilitator position.

Measures Related to Building Codes and Regulations:

· Creating special building code and fire code equivalencies to encourage cost-effective renovation (e.g. for secondary suites or rooming house units) while ensuring that resident safety is not compromised in any way; and

· Authorizing equivalencies for various non-standard building materials, systems and procedures to encourage greater housing affordability and choice.

Other Measures to Encourage Housing Affordability:

· Undertaking affordable housing demonstration/pilot projects (e.g. Terwillegar Towne) to explore and promote innovation in land development, housing and/or building materials.

Calgary City Council Resolution to the 2003 Alberta Urban Municipalities Association Conference and Background Information

AUMA

2003 Resolution No. 

Calgary

Minimum Wage and Affordability of Housing

WHEREAS to maintain the Alberta Advantage low waged workers require adequate and affordable housing; and,

WHEREAS the market price for housing in Alberta has significantly increased in the last several years, resulting in the inability of low wage earners to afford market housing; and,

WHEREAS a significant barrier to affordable housing is a lack of adequate income and the rising cost of living; and,

WHEREAS the minimum wage in Alberta in 2002 was 32.4% lower than it was in 1977 real dollars, due to inflation; and, 

WHEREAS close to half (47%) of minimum wage earners in Alberta were 25 years of age or older in 2002 and 21% were over the age of 45, and close to half also work full-time; and, 

WHEREAS low wage earners provide an added benefit to the local economy by spending proportionately more income locally than higher wage earners; and,

WHEREAS during the years of most recent minimum wage increases in Alberta, employment grew in the low-wage sectors; and,

WHEREAS government programs for low wage earners (including rent supplements, child care subsidies, health care provisions, emergency shelters and social housing) are effectively subsidizing businesses to ensure a supply of low cost labour, resulting in an increased cost to taxpayers; and,

WHEREAS the Province of Alberta has the lowest minimum wage in Canada ($5.90); and

WHEREAS a two-income earner household working full-time would require a minimum wage of $6.95 per hour to afford a below average rent for a two-bedroom apartment:

NOW THEREFORE BE IT RESOLVED THAT the Alberta Urban Municipalities Association request the Government of Alberta to:

1. Consider in its review of a minimum wage increasing the minimum wage in Alberta over a two year period to at least $6.95 per hour to improve the ability of low wage earners to afford housing; and,

2. Develop a long-range strategy for planned minimum wage increases to ensure that individuals working full-time are able to meet basic needs including shelter.

FURTHER BE IT RESOLVED THAT the Alberta Urban Municipalities Association develop a comprehensive advocacy plan to ensure that the Government of Alberta increases the minimum wage in Alberta on a regular basis to adjust for the cost of inflation.

BACKGROUND

The Alberta Advantage 

· When compared to 17 other industrialized nations, Canada’s minimum wages are third lowest when expressed as a percentage of average income, lower even than the United States.  Within Canada, Alberta has the lowest minimum wage of all provinces and territories (Battle, K. “Minimum Wages in Canada: A Statistical Portrait” Caledon Institute, 2003).

· Over time, the value of the minimum wage is eroded by inflation.  Although periodic adjustments to the minimum wage partially correct this effect, Alberta’s minimum wage in 2002 was 32.4% lower than it was in 1977 in real dollars (Battle, K. “Minimum Wages in Canada: A Statistical Portrait”. Caledon Institute, 2003).

· Over half of those working on minimum wage do not work in jobs that generally receive gratuities.  Minimum wage earners in Alberta were most likely to work in sales and service occupations, with the largest number employed as childcare and home support workers, followed by retail salespersons, and lastly by food service workers.  The same is also true of those working at wages of between $6.00 – 6.99. (Statistics Canada. “Labour Force Historical Review 2002”)

· Current projections indicate that over the next 10 years, employment growth in Calgary will be strongest in the services sector (City of Calgary, Corporate Strategy and Economics).  The service sectors all report above average concentrations of minimum and low‑wage workers.  In order for businesses in these sectors to be able to attract and retain labour, affordable housing will be required.

The Cost of Housing

· Minimum wage earners cannot afford market housing.  A person working at minimum wage ($5.90 at 40 hours/week = $12,272/year), would be able to afford $307.00 a month for rent and utilities, based on CMHC’s affordability guideline of not more than 30% of income spent on housing costs.
· According to the CMHC 2002 Rental Market Report, the average rent in Calgary was $716/month, or 70% of gross income for a single minimum wage earner.  Average rent for a bachelor suite in Calgary in 2002 was $513/month, or 50% of gross income for a single minimum wage earner.
· In Calgary, average rents in real dollars have increased between 34-38% for 1 & 2 bedroom apartments in the last 11 years.  According to Canada Mortgage and Housing Corporation statistics, in 1992 average rent in Calgary for one and two bedroom apartments was $476 and $598 respectively.  In 2002, average rent in Calgary for one and two bedroom apartments was $657 and $804 respectively.  Minimum wages have not kept up with inflation.  Minimum wage earners are worse off. 

· A single person would have needed to earn $28,920 dollars a year or $13.90/hour (based on 40 hour week) to afford a two bedroom apartment at 10% below average rent ($723.00) in Calgary in 2002.  This would require a wage of $6.95/ hour for a two‑income‑earner household where both earners worked full‑time at minimum wage to afford a below average rent two bedroom apartment.

Income Trends

· It is estimated that there were over 65,000 families and individuals within Calgary that earned a gross income of below $15,000/year in 1999 (based on 1999 Tax Filer Information).

· In 1999 the minimum wage in Alberta was raised to $5.90 per hour, where it remains today.  At that rate, a person working 40 hours per week on minimum wage would earn a gross income of $236/week or $12,272/year.

· At the current minimum wage rate, a one earner couple with two children in Alberta is worse off financially working at minimum wage than it would be if receiving welfare (Battle, K. “Minimum Wages in Canada: A Statistical Portrait”. Caledon Institute, 2003) 

· In 2002, there were 16,100 workers in Alberta earning less than $6.00 per hour, accounting for 1.2% of the labour force.  In addition, there were 53,700 workers earning just over the minimum wage ($6.00 – 6.99) accounting for a further 3.9% of the labour force (Statistics Canada. “Labour Force Historical Review 2002”).

· Minimum wage workers are not primarily students and youth.  In fact, close to half (47%) of minimum wage earners in Alberta were 25 years of age or older in 2002, while 21% were over the age of 45.  (Statistics Canada. “Labour Force Historical Review 2002”.)

· Minimum wage workers are not only part-time workers.  In fact, of those Alberta workers earning less than $6.00/hour, close to half (46%) were employed full‑time in 2002.  (Statistics Canada. “Labour Force Historical Review 2002”.)

· Women were more likely than men to be earning minimum wage in Alberta, with 54% of minimum wage earners being women in 2002.  Among those earning between $6.00 and 

6.99/hour, 60% were women.  (Statistics Canada “Labour Force Historical Review 2002”.)

· As a long‑term goal, the minimum wage in Alberta should be high enough to ensure that individuals working full‑time are able to meet basic needs including shelter.  In order for a single person working full‑time (40 hours/week) at minimum wage to reach the Statistics Canada 2002 Low Income Cut-off, a wage of $9.25 would be required.

Economic Costs of Low‑Wage Employment

Minimum and low wages result in direct costs to the public.  Currently the provincial and municipal governments provide income support services to low‑wage working persons.  These supports include:

· Child and Out of School Care subsidies: $9.9 million (Calgary) in 2002.

· Subsidized Housing (CHC and PLRS): $21.6 million (Calgary) in 2002.

· Supports for Independence (SFI) Supplement to Earnings:

· $8.9 million (Calgary) in 2002.

· $31.2 million (Alberta) in 2002.

· Alberta Family Employment Tax Credit: $80 million (Alberta) in 2002.

· Child Health Benefits: $16.9 million (Alberta) in 2002.

Such income support programs represent a subsidy to business in that they support minimum and low wages, and therefore a direct public cost.  Expenditures supporting working people for childcare, subsidized housing and SFI income supplements represent a total annual cost to the taxpayer of $40.4 million for the city of Calgary alone.

In addition, there are a significant number of low‑income working poor people living in emergency shelters and social housing.  The Calgary Housing Company (CHC) reports that 45% of persons living in social housing, including Private Landlord Rent Supplement (PLRS) units, are employed, while 33% of applicants to CHC in January 2003 reported employment income.  The 2002 Calgary Homelessness Study found that 50% of absolutely homeless and 25% of relatively homeless people surveyed received employment income.  This finding corresponds with other studies that indicate that a significant number of Albertans work but are still poor.  Expenditures on emergency shelters represent an additional cost to the Alberta taxpayer.
In the long run, low‑wage employment may also result in increased public expenditures as individuals who remain in low‑wage employment are likely unable to contribute to Registered Pension Plans (RPP’s) or to fully contribute to Registered Retirement Pension Plans (RRSPs) or to the Canada Pension Plan.  Under‑contribution to retirement income savings during working life increases the chance for dependence on public financial assistance later in life.

Increases in minimum wages also have indirect economic benefits due to proportionately greater economic spin-offs.  Research has shown that raising minimum wage stimulates consumer demand since low‑income earners spend proportionately more locally than high‑income earners.  (Blanchflower and Oswald.  “Myth and Measurement: The New Economics of Minimum Wage”.)  Although critics have suggested that increases in the minimum wage may result in job loss, several studies in the United States have found little if no impact on employment resulting from increases to the minimum wage.  In fact, in Alberta, with the exception of childcare/home support workers, employment growth in low‑wage sectors exceeded overall employment growth over the period from 1997–2002, the years during which Alberta saw three consecutive increases to the minimum wage.

Employment Growth by Occupation, Alberta, 1997 – 2002

Total Employment Growth (All Occupations)
20.1%

  Total Sales and Service
23.8%

Retail salespersons, sales clerks, cashiers, including retail trade supervisors
27.8%

Chefs and cooks, and occupations in food and beverage service, including supervisors
25.5%

Childcare and home support workers
12.1%

Source: Statistics Canada (2003). Labour Force Historical Review, 2002. [71F0004XCB]

Minimum Wage Comparison

· At $5.90/hour the Province of Alberta currently has the lowest minimum wage in Canada.  
Hourly Minimum Wages in Canada for Adult Workers (Human Resources Development Canada)

History of Minimum Wage increases from 1995-2004

PROVINCE
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004

Alberta
$5.40
$5.40
$5.40
$5.40
$5.65 (apr.)
$5.90 (oct.)
$5.90
$5.90
$5.90
$5.90
 

British Columbia
$6.50 Mar.
$7.00 Oct.
$7.00
$7.00
$7.15
$7.15
$7.60
$8.00
$8.00
$8.00
 

Manitoba
$5.25
$5.40
$5.40
$5.40
$6.00
$6.00
$6.25
$6.50
$6.75
 

New Brunswick

$5.25 Jan

$5.50 Jul
$5.50
$5.50
$5.50
$5.75
$5.90
$6.00
$6.00
 

Newfoundland

$5.00
$5.25
$5.25
$5.50
$5.50
$5.50
$5.75 May

$6.00 Nov
$6.00
 

Nova Scotia

$5.35
$5.50

$5.60
$5.70
$5.80
$6.00
$6.00
 

Nunavut




$6.50

$7.00 (*)
$6.50

$7.00 (*)
$6.50

$7.00 (*)
$6.50

$7.00 (*)
$8.50
 

Ontario
$6.85
$6.85
$6.85
$6.85
$6.85
$6.85
$6.85
$6.85
$6.85
 

Prince Edward Island

$5.15
$5.40
$5.40
$5.40
$5.60
$5.80
$6.00
$6.25
$6.50

Quebec
$6.45
$6.70
$6.80
$6.90
$6.90
$6.90
$7.00
$7.20
$7.30
 

Saskatchewan

$5.60
$5.60
$5.60
$6.00
$6.00
$6.00
$6.35 May

$6.65 Nov
$6.65
 

Yukon
$6.86
$6.86
$6.86
$7.06 Apr.

$7.20 Oct.
$7.20
$7.20
$7.20
$7.20
$7.20
 

* Nunavut, Employees 16 years of age or older in areas distant from the highway system
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