City of Kelowna
Regular Council Meeting

AGENDA
Monday, January 23, 2023
9:00 am
Council Chamber
City Hall, 1435 Water Street
Pages
1. Call to Order
2. Confirmation of Minutes 2-4
Regular AM Meeting - January 16, 2023
3. Resolution Closing the Meeting to the Public
THAT this meeting be closed to the public pursuant to Section 90(1) (g) and (j)
and Section 90(2) (b) of the Community Charter for Council to deal with matters
relating to the following:
. Litigation affecting the City
* Third Party Information
* Confidential Information from the Provincial and Federal Governments
4. Adjourn to Closed Session
5. Reconvene to Open Session
6. Reports
6.1 Housing Affordability Overview 9om 5-28

To provide Council with an overview of housing affordability in Kelowna, including the
City’s approach to addressing it.

7 Issues Arising from Correspondence & Community Concerns

8. Termination



City of Kelowna
Regular Council Meeting
Minutes

Date: Monday, January 16, 2023
Location: Council Chamber
City Hall, 1435 Water Street

Members Present Mayor Tom Dyas, Councillors Ron Cannan, Charlie Hodge, Gord Lovegrove,
Mobhini Singh, Luke Stack, Rick Webber and Loyal Wooldridge

Members Absent Councillor Maxine DeHart

Staff Present City Manager, Doug Gilchrist; City Clerk, Stephen Fleming; Divisional
Director, Planning & Development Services, Ryan Smith*; Champion of the
Environment, Chris Ray*; Policy & Planning Department Manager, Danielle
Noble-Brandt*

Staff participating Legislative Coordinator (Confidential), Arlene McClelland*
Remotely
Guest Tracy Gray*, MP

(* Denotes partial attendance)
1. Call to Order

Mayor Dyas called the meeting to order at 9:09 a.m.
2. Confirmation of Minutes

Moved By Councillor Wooldridge/Seconded By Councillor Hodge

Ro027/23/01/16 THAT the Minutes of the Regular AM Meeting of January g, 2023 be confirmed
as circulated.

Carried

3. Reports

3.1 Public In Attendance, Tracy Gray, MP

Tracy Gray, MP
- Provided an update on community outreach and requests for assistance.

- Spoke to labour issues in the community and lack of affordable housing.
- Spoke to the country’s economic outlook and federal tax increases.



Spoke to Bill C-283 the “End the Revolving Door” Act that would treat mental health and addiction
issues of individuals in federal penitentiaries.

Spoke to increases in crime; justice system legislation that amended minimum sentencing and the
bail system.

Spoke to local advocacy with the Okanagan Rail Trail and protection of the lakes against invasive
mussels.

Raised awareness of the New Horizons for Seniors grant funding program.

Responded to questions from Council.

MP Tracy Gray departed the meeting at 10:02 a.m.

The meeting recessed at 10:02 a.m.

The meeting reconvened at 10:11.a.m.

3.2 Background and Update - Climate and Environment Framework

Staff:

&.

Displayed a PowerPoint Presentation.

Spoke to the City’s recent approach to the Climate and Environment Review and phased process.

Spoke to the Climate Resilience Framework, Pathways and Principles.

Spoke to Corporate Climate Leadership noting progress in 2022 and Plans for 2023.

Displayed a graph indicating community GHG emissions noting target levels, progress and key

initiatives in 2023.

Spoke to protecting and restoring natural areas; provided Official Community Plan tree canopy

targets.

Spoke to RDCO Waste Diversion target and progress.

Made comment that in 2022 joined the Canadian Circular Cities and Regions initiative Peer-to-Peer

Network.

Spoke to next steps as noted:

o Develop or update KPIs for each pathway;

o Implement Quick Starts from Climate and Environment Review (and other projects planned for
2023);

o Finalize key plans;

o Set governance structure related to new Climate Action & Environmental Stewardship
Manager position.

Responded to questions from Council.

Resolution Closing the Meeting to the Public

Moved By Councillor Stack/Seconded By Councillor Lovegrove

R0028/23/01/16 THAT this meeting be closed to the public pursuant to Section go (1) (b), (d)
and (i) and Section go(2) (b) of the Community Charter for Council to deal with matters relating
to the following:

Municipal Honour

Security of Municipal Property

Legal Advice

Confidential Information from the Province

Carried
Adjourn to Closed Session

The meeting adjourned to a closed session at 11:38 a.m.



6. Reconvene to Open Session

The meeting reconvened to an open session at 12:22 p.m.

7. Issues Arising from Correspondence & Community Concerns

There were no issues arising.
8. Termination

The meeting was declared terminated at 12:23 p.m.

Mayor Dyas V@e{ City Clerk
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Report to Council

City of
Kelowna

Date: January 23, 2023

To: Council

From: City Manager

Subject: Housing Affordability Overview

Department: Policy & Planning

Recommendation:

THAT Council receives, for information, the report from Policy & Planning, dated January 23, 2023,
regarding housing affordability.

Purpose:

To provide Council with an overview of housing affordability in Kelowna, including the City’s approach
to addressing it.

Background:

The intent of this orientation session is to provide Council with background and context for issues related
to housing in Kelowna, and an opportunity to review the City’s current approach and planned activities.

Housing affordability broadly speaking is a complex problem to which no local government has found a
singular “one-size-fits-all” solution. Instead, each local government is working within their own unique
context to address an issue that has become one of the most pressing challenges facing our communities,
and our country. Indeed, the ability for local residents to afford safe, adequate homes is a cornerstone of
a healthy community. Yet, in many jurisdictions — local, provincial or national — it is recognized that our
housing system is in crisis.

As part of Canada’s fastest growing metropolitan area, Kelowna is continuing to struggle with housing
affordability. Between 2016 and 2021, the city’s population grew by over 13%. However, housing supply
is responding to increased demand. Over the past five years, the City has issued permits for over 11,500
new homes. Of these, a growing share have been multi-unit (78% in 2022), and located near transit and
amenities (78% in 2022). Rental housing has also been a major source of new homes. The full impact of
these units on the housing system has not been seen, as many are still under construction.

The following report will provide a brief overview of the state of housing affordability in Kelowna
followed by a review of the City’s current policy directions, as well as recent and planned actions.



Often, the terms ‘housing affordability’ and ‘affordable housing’ are confused. For clarity, when the term
*housing affordability’ is used in this report, it refers to the ability for local residents to afford their homes,
not to a particular form of housing. To avoid confusion, ‘non-market’ or ‘supportive housing’ will be used
instead ‘affordable housing'.

Discussion:

The high cost of housing locally is a frequent subject of discussion among residents and in the news
media. Monthly mortgage costs for the average detached home sold in Kelowna in 2022 would exceed
$6,000, and the average monthly cost for a condo sold in 2022 would be nearly $3,000. For comparison,
the average Kelowna household earned $105,300 in 2020. At this level, monthly mortgage cost alone
(excluding other shelter costs) for a condo would occupy 34% of their pre-tax income and 41% of their
after-tax income, suggesting that the average household would be hard pressed to afford ownership
housing.

Rental rates provide little relief. Due to a vacancy rate below 1%, costs for a 1-bedrom apartment average
$1,817 per month, and 2-bedroom units rent for an average of $2,580 per month. The low vacancy rates
in the rental market and the corresponding high costs have cascading impacts through our housing
system, leading ultimately to elevated levels of homelessness and shelter use.

More recently, in response to elevated inflation levels, the Bank of Canada has sharply increased interest
rates from historic lows. This action has had dramatic impacts on the housing system by increasing the
cost of borrowing, affecting both prospective home buyers as well as home builders and developers. The
ripple effects of these changing dynamics are still making their way through the system. The housing
market has certainly changed, but it is too early to tell whether it will result in improved affordability.

These figures should not obscure the work of previous staff and Councils and across the housing sector.
Kelowna haslong been aleader in working to address housing affordability. The City was an early adopter
of secondary suites and carriage homes, and has pushed that success forward into the new forms of
missing middle housing. Incentives provided by the City have assisted in generating unprecedented
thousands of new market rental homes, with over 5,000 units in various stages of the approval process
currently. The City has worked to create one of the most streamlined development processes in the
province, and has delivered a multitude of successful partnerships with BC Housing to provide hundreds
of affordable homes across the community. Our housing affordability challenges would be more severe
if these actions had not been taken. Nevertheless, given the persistence of our housing affordability
challenges, staff suggest that further action is still required.

Housing Approach

The City’s housing approach begins at the regional level, recognizing that the local housing market
interconnected regionally. At the municipal level, staff are working with direction from multiple policy
drivers described in Table 1 below. This work is grounded in the foundations described in Appendix A.



Table 1: Current Policy Directions

Driver Key Directions

Imagine Kelowna - Build healthy neighbourhoods that support a variety of households, income
Long-term community levels and life stages

vision - Everyone in our community should be able to find stable and appropriate
housing
OCP 2040 - Increase the diversity of housing types and tenures to create inclusive,

20-year growth affordable, complete communities

management plan. - Support land acquisition to partner for affordable housing

- Protect the existing rental stock and limit the impacts of displacement
Healthy Housing - Promote and protect rental

5-year housing strategy - Improve housing affordability and reduce the barriers for affordable housing
- Build the right supply (right type, right price, right location)

- Strengthen partnerships and align investments

Journey Home - End chronic and episodic homelessness

City's strategy to - Introduce measures to prevent homelessness in the first place

address homelessness - Implement a coordinated systems approach to homelessness

Following this policy framework, a few key upcoming projects are highlighted below in Table 2. The
projects vary in scale and timeline and are divided into three primary categories: (1) policy drivers that set
broader direction and identify necessary actions, (2) requlation and process improvements that will help
to set a productive environment for housing development, and (3) partnerships that allow the City to
leverage is resources and catalyze investment in the community to further the City’s housing objectives.

Among these projects, the Housing Needs Assessment (HNA) offers an important opportunity to
recalibrate the City’s approach to the changing conditions of the housing system. The HNA will deliver a
comprehensive estimate of existing and future housing needs (types, tenures, affordability, priority
populations) and will set the groundwork for clear targets and measures. It will provide the strong
foundation of information on which to set out new directions for the City’s housing work over the next
several years.

Table 2: Selected upcoming projects

Focus Area Title ‘ Description Timeline
Policy Drivers | 2023 Housing Needs | Detailed analysis of the specific housing needs Medium-term
Assessment within the community, including establishing (6-7 months)

targets to direct action

Updated Housing
Strategy (2023-2027)

An action-oriented strategy that establishes how
the City will achieve its housing targets

Long-term
(12-18
months)

Regulation /
process
improvements

Infill Options
(Accelerating Missing
Middle Housing)

Expand missing middle housing in the city’s Core
Area by implement pre-zoning and associated
process improvements

Medium-term
(7-9 months)

Zoning Bylaw
Implementation

Continue to implement and monitor the new
density bonus for affordable housing and pre-
zoning of Urban Centres

Ongoing

Rental Incentives

Review and update the City’s rental incentives,

Short-term (a-

Review including grants and tax exemptions 3 months)
Secondary Suites Expand permissions for secondary suites to align Short-term (z-
Expansion with Building Code changes 3 months)




Partnerships Housing Supply Act Work with the province to meet the legal Ongoing
obligations under the new Housing Supply Act,
including potential regulatory and process changes

Public Lands Inventory and review of publicly owned land to Medium-term
Inventory identify opportunities to support affordable (3-6 months)
Assessment housing in partnership

Affordable Home Work with BC Housing to enable local Short-term (1-
Ownership Program | developments to access incentives to build 3 months)

affordable ownership housing

Conclusion:

Housing affordability is a critical issue and other levels of government have identified this as a key
priority, resulting in changes to regulations and investment. For the first time, there are dedicated
housing ministers at the federal and provincial levels. Each of those levels of government is increasing
their commitment to addressing the issue, in recognition of its central role in creating a healthy
community, province and country. The City has a long history of progressive and pro-active housing
actions in policy, regulation and process improvements, and partnerships. Some actions will have near-
term impacts, while others will take many years to yield results. Long-lasting, systemic change will
require consistent and dedicated effort in all of these areas. This year will present Council a unique
opportunity to take a fresh look at our approach to housing to set a renewed strategy for years to come
and take bold action on an issue that is critical to our community wellbeing.

Considerations not applicable to this report:
Legal/Statutory Authority

Legal/Statutory Procedural Requirements
Existing Policy

Financial/Budgetary Considerations

External Agency/Public Comments
Communications Comments

Submitted by:

J. Moore, Infill & Housing Policy Manager

Approved for inclusion: D. Noble-Brandt, Policy & Planning Department Manager

cc:
B. Walker, Manager, Real Estate Services

D. Edstrom, Divisional Director, Partnership & Investments
T. Barton, Department Manager, Development Planning
S. Wheeler, Manager, Social Development

Attachments:
Appendix A — Housing Policy Foundations



Appendix A

Housing Policy Foundations

Three key foundations to the housing system are described below.

1.

2.

Housing is a System — The City’s Wheelhouse graphic (shown below) aims to depict this system,
making it clear that each segment of the housing system is connected to the rest. An action taken to
target one area will have ripple effects through the others. This interconnection is implicit in the
function of the system, but it is also borne out in our lives: most residents will move between
different segments of the Wheelhouse during their lifetimes. That is entirely normal and healthy. In
fact, the inability to move between segments is a major indicator of a system in crisis.

EMERGENCY
SHELTER

OWNERSHIP SUPPORTIVE
HOUSING HOUSING

SUBSIDIZED
RENTAL HOUSING

Housing is a Market — The housing system also functions as a market with two dynamic forces:
demand and supply. Each of these forces is highly complex, with a wide range of inputs (see
illustration below) and effects on the housing system. But, at the core, if not enough housing is being
built to meet demand, competition will increase and prices will go up. Kelowna is an extremely
desirable city and that is a double-edged sword. It likely means that there will always be a strong
demand to live here and to access the amenities enjoyed by residents. Knowing this, housing
affordability — and the balance between supply and demand — will need to be monitored closely.



- ™\

Housing Demand Housing Supply

Population growth Labour / materials

Household size / formation Land capacity

Monetary policy (e.g.: interest rates, tax policy) Financing (e.g.: cost of borrowing)

Economic conditions Regulatory environment
. —

3. Jurisdiction — Responsibility for the housing system is not clearly defined in any Canadian law.
Instead, the roles played by federal, provincial and local governments have varied over time. For the
foreseeable future, tackling housing affordability will continue to require deep collaboration and
concerted effort from all parties. For local governments, this means maximizing the use of all the
tools available in partnership. Despite the need for collaboration, there are some defining features
that each level of government brings to the housing table. Some of the key tools used by each level
of government are described in the table below.

Level of Common Tools

Government

Federal - Tools that impact both supply and demand

Government - Guided by the National Housing Strategy and the Minister of Housing

- Setimmigration targets (demand)
- Monetary and tax policy (demand)
- Mortgage insurance (supply)

- Funding programs (supply)

Provincial - Tools that impact both supply and demand

Government - Guided by the Homes for BC strategy and the new Minister of Housing
- Taxpolicy, e.g.: speculation tax (demand)

- Rental regulations (supply)

- Funding programs (supply)

- Direct housing delivery (supply)

Local - Tools that focus mostly on supply

Government - Guided by the Official Community Plan and Healthy Housing Strategy
- Growth management planning (supply)

- Development regulation and approvals (supply)

- Incentive programs, e.g.: tax exemptions, grants (supply)

- Short-term rental regulations (demand)

10
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Purpose

» High-level overview
» State of housing affordability
» Our approach
» Projects underway and upcoming

» Additional workshop
» Deep dive into housing incentives and density bonusing
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Context

\\

Affordable housing is a cornerstone of
sustainable, inclusive communities and a
Canadian economy where we can prosper

and thrive.
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Context

» Complex problem with
no silver bullet solutions

» Kelowna is not immune
from the housing crisis

» Kelowna is a desirable
place to live = strong
nousing demand
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Context

New Housing Units (Building Permits) by Census Period
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Context

» Housing affordability will
be an ongoing challenge

» "Affordable Housing" vs.
“Housing Affordability”

Kelowna

kelowna.ca
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Context

» Community Conversation

#CBC | MENU « NATIONAIPOST
NEWS Top Stories Local CovID-19 Opinion World News / Eloction2021 / Canadian Politics
Housing affordability is shaping
Kelowna real estate boom forcing some renters up to be a top issue in the VANCOUVER SUN
out of longtime homes election

Opinion / Op-Ed

e o o et ot e Darlene Hyde and Dan Morrison:
Y Governments in Canada need to
O Kelou‘é’ﬂﬂmgﬂ — P _, work together to solve current
. oyt Macaul Gy rermse o " _housing crisis
No klddmg, Kelowna is ridiculously Toronto advances policy to curb®
unaffordable housing crisis but some say it's °

not enou h — =
g B|O0mbel'g =— NEWS LIVETV VIDEC | SHOWS | MA

Here are 5 ways the feds could fix
Canada’'s housing crisis

B.C. municipalities say they need > TORONTO STAR <
more help from province to tackle
. .. ’ - . -
hOUSIng crisis Vallcouver S hO“Slng CrlSlS Woes gO G|'?Ebwas| World Canada Local Politics Money Health Entertainment
national

Cheap money, shortages, investors and crime: The
making of Canada’s housing crisis
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Context
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Context

» Housing system is dynamic

» Recent BoC interest rate increases (borrowing costs increase)
» Purchasing Power Reduced = lower demand to buy
» Project Costs Increased = reduced/delayed supply
» Short-term impacts: home prices reduce, strong rental demand
» Long-term impacts: unclear




Context

» Previous housing work

» Secondary Suites & Carriage
Homes

» Rental housing incentives

» Infill & Missing Middle Housing
» Process improvements

» Partnerships

» Short-term Rental Regulations
» Density Bonusing
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Established Policy Direction
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imagine
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* Meet the housing needs of a full range of residents through different life

stages
* Support a greater diversity of housing forms and tenures
* Focus new housing near transit, jobs and amenities
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Housing Needs Assessment (HNA)

» Housing Supply Act (2022)

» Estimate and understand existing housing need
» Where are the gaps? What are the areas of greatest need?
» Estimating existing unmet need

» Estimate future housing need
» Housing form, tenure, affordability

» Setting the groundwork for success
» Setting targets and preparing for a Strategy
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Housing Affordability Actions

Housing

Housing

MEECE Strategy

Assessment

» Understand needs » New actions & projects » Implement actions

today and future to achieve targets » Monitor, evaluate,

» Set targets » 3-5 year outlook adjust
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Selected Upcoming Projects

Regulation / Process

Policy Drivers

Partnerships

Improvements

» 2023 Housing Needs » Missing Middle housing » Housing Supply Act
Assessment (Infill Options) » Public Lands Inventory &
» Updated Housing » Zoning Bylaw Assessment
Strategy (2023-27) Implementation

» Affordable Home Ownership
» Rental Incentives Review Program

» Secondary Suites Expansion



Summary

» Affordability a persistent
challenge

» We are not alone: major shifts from
other levels of government

» Timeline of impact (*quick wins”
vs “long-term”)

» Creating a healthy housing system
will take time, commitment and
leadership
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Next Steps

» Housing Incentives workshop
» Projects underway
» Changing environment
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Questions?

For more information, visit kelowna.ca.
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