Rent Controls and Affordable Housing:
A Landlord’s Report (Prepared By: Valden Palm)

| am a landlord. | am also a proud Albertan and &ulimnian. | was born and raised here.
Landlords and property owners have been getting afInegative press lately (daily even) and
in the interest of fairness, the media and govemnirfgarticularly the opposition parties) need to
hear the landlord side with equal time.

This media led and opposition party “landlord wialnt” is a smoke and mirrors grandstanding
attempt to mislead the public through some key enua realities. Their creativity to solution
stalls with “legislated rent controls”. | have yethear a reasonable solution, or anything else
come forward other than rent controls. The regtss“shooting blanks” sensationalist rhetoric.

Penalizing those who PROVIDE the rental propedi@ss not generate more rental properties,
or even maintain the current levels of inventohanything, it compels a liquidation process on
a large scale. RENT CONTROLS DO NOT WORK!! Theyl@REATE more problems, rather
than finding solutions.

Recent rental increases being experienced by semaats are totally direct result of the
governments meddling attempts to interfere in #mal market. One or two isolated cases of
panicking landlords is certainly not the norm. \fatelandlords have been trying to introduce
increases in a measured responsible manner edmnges into the marketplace, making the
impact more manageable.

The recent rental market increases are being Wynjadged and inaccurately characterized as
“gouging”. (although that notion sells newspaperd makes a good lead story on the evening
news). The bottom line fact is simply and profouyrtis:

Properties cost more today than yesterday.

They cost more to buy, they cost more to buildy tte@st more to maintain, they cost more!
Whether to buy or rent, they cost more. Yes reat®tbeen rising at record rates, just as real
estate prices have been rising at record ratesrfter if it has occurred to anyone that there
may be a DIRECT correlation?) Is it too difficudt inderstand and grasp that if real estate costs
42% more from one year to the next andcmetinuing to risethat it may “cost more in

mortgage payments to continue to provide rentasimayi.

Yes, as real estate purchase prices rise, deanmmens and dear ministers, the amounts to pay
for a mortgage to buy is also higher.

If you take away the ability to try to break eveithathe cash flow, then why should I, or any
property owner bother to participate in providiegtal housing? It is already rapidly becoming
more difficult to make the numbers work at all. §¥\irginia, it is a business.)

Let's review the costs of a simple 3 bedroom towrd®) in average neighborhood.
Purchase Price: $250,000

Downpayment: $ 62,500
1* Mortgage: $187,500




Monthly Payments:

$187,500 @ 6.5%  $ 1,256
Avg Condo Fee $ 160
Property Tax (TIPS) $ 90

Insurance $ 25
Maintenance $ 50
Misc Costs Allownce 25

Total Mnthly Pymt $ 1,606 per month.

This does not take into consideration special assests from condo boards, unforeseen large
repairs, renovations, skipping out tenants, legats; lost rent, tenant damages future utility
hikes, future tax hikes, etc.

Let me ask you, does it make good sense for meytodt my $ 62,500 down payment, qualify
for a new mortgage, and contribute monthly paymefiteindreds of dollars per month above
what | can collect in rent, to subsidize a rentemly property? | might as well keep my money
and let the government worry about providing a @lee someone to live. If | have other rental
properties (and | do), and if my rights to do basmare stifled by government income
interference, why would ahouldl go through the hassle. It makes more businesseder me
to sell my properties and take my money elsewhere.

I do, however, fear for the rental market “suppliynits”, from a “cause and effect” stand point.
Should a significant of property owners feel themsavay, the current 2400 condo conversion
units disappearing to sales would be dwarfed bstieg rental units joining the fray and
property owners sell rather than rent. Meddlinddgyslation would be the direct cause to this
loss of rental units.

If rent controls are initiated, then you must cohéind eliminate increases, and put caps on the
following costs:
construction material costs, construction labowt€and their salaries, income taxes,
provincial and federal taxes, property taxes, estdte costs, mortgage rates, interest
rates, all wages, eliminate and block immigratioto iAlberta (i.e. taxpayers), eliminate
and block migration into Alberta from other provasc(i.e. more tax payers), etc.

The solutions do not lie in the socialist ideolafygovernment intervention as some
grandstanding opposition ministers have vocallypsuted, but by the ingenuity and
entrepreneurship of Albertans and those we claihotd in such high regard. Women of Vision,
Entrepreneur of the Year, and the many innovatwards that acknowledge excellence. Do we
now tell these pioneers of the future and champiadmsdustry that they shoulab longer

bother? That is not the Alberta way! It is certainly rtio¢ Alberta spirit that | am proud of, nor
that our hard working business owners who choo$iggand work here. It is those citizens who
are the leaders in civic contribution and betternoéa city that they love.

We are the greatest province in Canada becauselelerate success and foster opportunity for
all Albertans, if they have the will and desirétetter themselves. There are countless stories of
citizens who have started with nothing and workartiland paid the price by sacrifices, to build
successful businesses. This rental legislatioapgrcontemplated rental control legislation, flies
in the face of, and is contrary to that spirit.



| applaud this governments strides and painstaddfogts to craft the safe use ‘Secondary
Suites” to assist in the relieving of pressuren®riental market. The process was a long one and
done with input from municipal authorities and ihfrom the public and business sectors. Wow,
what a great model to follow. How unfortunate ttnes “good effort” is being lost in the shadow
of the moment.

| strongly and emphatically urge the governmeritdtdl fast and not cave-in to the daily attack
to the free market rental environment. This FLAWEID 43 must be rescinded to allow the
marketplace to return to a more manageable podaiomoth landlord and renter.

Leadership, as your previous premier showed, isgithie right thing, not following the

“optically popular’ media portrayed position. Rewantrols will give birth to significantly larger
problems other than needing to subsidize some fengswhile. (Provide access to the rental
housing market through rental subsidy to lower mediouseholds and seniors or those on fixed
incomes and igenuine need of assistanif@ecessary, even in the short term. Provideghes
subsidies until some low rental housing can be fwilthe marketplace.)

If low income housing is truly a concern for tigisvernment AND opposition parties, provide
the necessary tools of commerce, by way of taxksrea other incentives to bring developers
and builders to the table. They need a reasonrtwipate.

What Else Can be Done?

In the spirit of innovation and entrepreneurialicivontribution, | feel it necessary to comment
on a few other notable issues making the news afffdrthem for consideration, as they are
relevant to the fabric of this housing crisis.

Rising Property Taxes and Breaks For Seniors

To assist seniors on property taxes increasesuldymropose a program of tax deferral. Seniors
would be eligible to have 100% of their propertyes deferred to have their estate pay out the
back owed property taxes when they die. The ewgeasing equity in their home will be more
than enough to pay for the back taxes when theg pagsed on. It eases the burden for them
today, and does significantly impact the tax bastha taxes would be deferred, not eliminated.
It would be similar to the reverse mortgage systeneven the RRSP forced savings plans.

Proposed 1% Property Purchase Tax To Fund Infrastreture Improvements

| see it to be a discriminatory position to burdlea cost of infrastructure to housing sales
transactions. All citizens benefit from the infrasture improvements, not just those
participating in a housing sale transaction. A .25%ven .5% increase across the board in
property tax or the mill rate would be marginaliyt by taxpayers, and would accomplish the
accumulation of the needed funds.

Completion of Capital Municipal Projects

If municipalities are having problems with conti@steven bidding on road repairs etc., consider
a program of hiring companies from neighboring jpmogs. Call it a sharing in the prosperity of
Alberta. Any “incentives” that one may offer wouttbre than offset runaway costs on projects
that our busy contractors are too busy to evenegot Pay for companies to bring their
equipment here on trains if need be, on a tempdasis. Is this not what would be done if a
state of emergency were to be declared? Wouldthet provinces pitch in? Well, why not ask
them to come? Make it worth their while to mobilizere, even if it is only temporary. Surely



the costs we are currently faced with could be cedby importing companies into Alberta on a
seasonal part time basis, at least until our ownpgamies could catch a breath. This could save

millions of dollars to municipalities and do well share our wealth with the rest of Canada. It is
certainly more politically palatable than the latgensfer payments that we make. At least they

would participate in the making of the money getestan Alberta.

Government/Private Sector Joint Venture to Subsidied Housing

Why does the municipal and provincial governmentikweith the private sector to put these
projects together. Each could provide an offerihgomcession to make it happen. For example,
a project could be built with the city contributitige land, the province funding the project with
interest free loans or even a portion by way ohgrar the project could be exempt from tax. Or,
tax could be on a yearly graduated scale. The ahailgovernment contribution, lands and
investment money, could be recaptured througheaisa 10 year “co-operative partnership”
period. If a number of these were to be built ewesgr and staggered, there would be a
recapturing of capital asset by the partners eyesy after year 11. Funds could be re-invested
into the system so it becomes self-sustaining enadlgt If necessary to maintain high standards,
Capital Health could be the managerial advocatéhiese “Co-operative Projects”.

Again, it is important... naritical to the survival of the rental market, to work satutions in a
co-operative, innovative and positive spirit insted legislating a misguided solution to the
problem to be borne on the backglaise who have been providing rental housinépr the
municipalities of this province. Property ownersyelopers, and builders need a reason to
participate Without their help and commerce, there IS no rentaimarket. Leave the rental
market to find it's equilibrium, like it always dee

Sincerely,

Valden Palm
Landlord, Property Owner, Tax Payer

As a landlord and property owner in Edmonton, dedsurrounding municipalities, Valden Palm has been
providing superior property rental accommodatiandieer 10 years. To expand upon or hear more oR#m
Controls and Affordable Housing A Landlord’s Siddlus issue, he can be reached at 780-466-778tamail
addresypalm@misterhomebuyer.com




Finally, I include below, comments from colleagwésnine, that also raise valid points of
consideration.:

Let's take the emotion out of the argument and lab& couple of clear economic

points. According to Statistics Canada, we ard@rnhiddle of the largest migration of Canadians
ever withessed. This migration from the East toWest does not have any precedent and
therefore any amount of planning could not havecgrated this growth in Alberta’s population

or its economy. Economies are like pendulums bayg will swing back and forth, some times in
favor of one party (renters), then in other timefaivor of another party (property owners). For
the last many years, property owners have witnegissdatically increasing operating and
building costs with little or no increase in revesyrents). There was no outcry during this time,
even as some landlords went bankrupt or had teh&stl properties to survive.

But now that the pendulum has started to swiritgla bit the other way, suddenly it is politically
expedient to turn against the property owners wietbeen providing quality housing for the
growing population of our province. Let's look abat this will do when considered from two
vantage points a. Cause & Effect. b. Basic Suppeinand economics:

1. Imagine a province, growing by 50,000+ people peesr, (which Alberta is doing)
with nowhere for these new residents to live. Teey't qualify for a mortgage, as they
haven't had enough time in their new job and theirv province, so they must rent to
establish new credit. We are already at next tortelow vacancies, which means that
basic supply and demand dictates that when we &éixed supply but increasing
demand — values go up. We see it in labour coai)lime prices, concrete prices,
salaries, Natural Gas prices, rents, property galimeother words everywhere in the
economy.

2. Now, imagine a province growing by 50,000+ peoplespyear, with record low
vacancy rates where no one can afford to builcatgurbperties even if they wanted
to. There are many developers out there who woeldappy to build rental
accommodations to help solve the current housiogtabe in our province. However,
with the skyrocketing costs of building and opergtiental properties, current rents
could not even come close to paying for these ctistsefore no new rental units are
getting built. According to CMHC, only 250 rentalits were built in Edmonton in 2006
and this pattern is the same across the provinceew supply, but continued increasing
demand inevitably leads to increased rents. Thgwal to keep rents at an affordable
level is to have more supply of rental propert&sthis leads inevitably to government
intervention in the marketplace, meaning finanriaéntives will have to eventually be
given to developers to build rental properties sTdficourse will also be considered a
‘bad’ thing by the general populous. In other woiBi#l 34 legislation, even though it
has good “optics”, is opening a Pandora’s Box tfifel government intervention and
subsidies. Which is taking us farther from the Alaeeconomic model and leading us
more closely to Ontario’s obviously flawed govermmodel.

Other key points to consider:

3. Palitically, this Bill hands political oppositionare fuel to their fire for years to
come. They can claim victory when the current gog@nt passes a bill that has many of
the key recommendations they have been askingufimglthe last 4 years, PLUS it
hands them further fuel down the road when theifabie building incentives are



brought into effect a few years down the line. Témtal housing market is not going to
sort itself out before the next election, so whgl attength to a weak argument?

4. If we feel that government intervention into ouoeoemy is what is needed, where is the
legislation that caps property owners’ and develgpmosts? Over the last few years we
have seen dramatic increases in operating expdose® Alberta’s hot economy. These
include but are not limited to: natural gas priftesat for renters), labour to fix buildings
(keeping properties safe and clean for rentersicrede & lumber (to build or renovate
properties), insurance costs. Even if rental irseaare limited to once per year, a
property owner will have to consider giving a masgiental increase (instead of two
smaller ones that would be easier to digest faershtrying to anticipate (guess) what
their costs will be a year from now. This legisiatiwill lead to higher rents, with these
increases being handed out more quickly and wiélnger negative impact on renters’
budgets. For instance, if a property owner wasrptanon increasing their rents by $150
this year, (two $75 increases), they will now tsiisg $150 notices once, meaning that
the renters will be paying the extra $75/monthaforextra six months — costing the renter
an additional $450 per year. When a market carsadjore often, as it has in the Alberta
market for decades, the pendulum swings are nolyresdramatic and both parties
eventually win on compromise.

5. If the vacancy rates go up substantially in futygars and rents have to be decreased
(once again based on free market economics) onfives have to be given by property
owners to renters, as local landlords were doisggicouple of years ago, what will the
government legislate? That tenants must pay higirgs than market because there is a
‘Landlord Crisis’ | think we all know the answer tttis question, that legislation will
never even be considered.

Let's have a reasoned and non-knee-jerk reactitimetonarket. It is an unprecedented economy
that we are currently experiencing, and using otdldvideas and legislation will just lead us to
even more difficult problems in the future.

If the government feels pressured (politically comomically) into taking action, then let's
address the underlying problem. We have a largeatigm of people moving to our province
because we have the jobs and the strong diverseegothat is not being enjoyed anywhere else
in North America. We also have the fastest groveimgrage incomes and fastest growing retail
sales ever witnessed. If either of these numbersnit at such high levels, then maybe an all
encompassing legislation would need to be congijéravevethese numbers prove that money
is out there in people’s pockets

Those who need our help are those who are on ixémv incomes, these are the people that the
government can help directly. A major all-encomjrastegislation, like Bill-34, could actually

hurt low or fixed income Albertans (see #4 abovkjevgiving high-income renters a

disincentive to become home-owners.

The answer, if the government wants to intervenesito provide those who truly do need
our help (low income Albertans who are renters) wh a direct monthly rent supplement
that will allow them to find a safe and clean plac¢o live, pay market value rents to the



property owners while not negatively affecting therovince’s potential for new rental
housing.

This will keep the market performing, it will hefhose who need assistance in this booming
market, it will also make it more economically fiwe for developers to build rental properties,
without giving them a government hand-out as theketawill dictate the rents (revenues) they
can receive. Those who really need the assistaitioeceive it (the lower-income renters), the
market will continue on, and the pendulum will daoe to swing back and forth, as it has done
in free markets around the world for centuries. Gbeernment will have taken a reasoned, non-
knee-jerk reaction — thus making it both a polltes well as an optics win. And then we can all
continue on enjoying one of the world’s best ecoiesm



