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Municipal Tax Incentives in Victoria, 

British Columbia-A Case Study 
by Steve Barber 

Summary 
Tax incentive programs to stimulate the rehabilitation of historic buildings have been used successfully in the United States for years. 
Similar programs in Canada are beginning to demonstrate the same benefits in revitalizing communities, preserving heritage buildings 

and combating urban sprawl. 

In 1998, the City o(Victoria became the first municipality in British Columbia to use a new heritage planning tool: property tax incentives 
introduced by the provincial government in I 994. The City introduced a program that provides property tax exemptions for up to I O years to 
developers who convert vacant or underused upper storeys of downtown heritage buildings to residential use. Thus, the City has created 98 
new residential units downtown and stimulated $32 million worth of private investment in the substantial rehabilitation of I O heritage buildings. 

Sommaire 
Aux E.tats-Unis, Jes programmes d'incitations fiscales destines a stimuler la refection des batiments historiques portent fruit depuis des 

annees. Au Canada, des programmes semblables commencent a rapporter Jes memes bienfaits sous forme de renouvellement des 
collectivites, de preservation des batiments historiques et de (rein a /'expansion tentaculaire des villes. 

En I 998, Ja ville de Victoria est devenue Ja premiere municipalite de Ja Colombie-Britannique a adopter un nouve/ outil de planification 
des ressources patrimoniales : des mesures d'incitation associees aux taxes foncieres adoptees par le gouvernement provincial en I 994. 

En effet, la ville a lance un programme d'exemption de taxes foncieres pendant un maximum de I O ans pour Jes promoteurs qui 
amenagent des /ogements dons Jes etages superieurs vacants ou sous-exploites des batiments historiques du centre-ville. La ville a ainsi cree 

98 nouveaux Jogements residentiels dons le centre-ville et attire des investissements prives de J'ordre de 32 millions de dollars, argent qui 
a ete affecte a la refection poussee de I O edifices patrimoniaux. 

James Marston Fitch, the author of the 
classic textbook on historic preservation, 
Historic Preservation: Curatorial Management 

of the Built World, wrote that to be 
successful, a program of heritage 
preservation requires three main 
components: identification, protection 
and financial support. The challenge for 
most Canadian municipalities with strained 
budgets has been to find the money for 
financial support to stimulate the 
rehabilitation of their heritage buildings. 

The City ofVictoria has one of the 
longest and most distinguished records 
in Canada in the field of heritage 
conservation. It began providing funding 
for the rehabilitation of private residences 
protected by heritage designation in 
1977. In 1983, it established the Victoria 
Heritage Foundation, an arms-length 
agency, to administer this grant program 
for heritage homes. In 1989, it created a 
similar organization, the Victoria Civic 
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Heritage Trust, to administer a program of 
grants for downtown commercial buildings. 

In 1994, the Province of British Columbia 
undertook a substantial overhaul of its 
provincial heritage legislation. Part 27 of 
the Local Government Act introduced a 

The City of Victoria 

has one of the longest 

and most distinguished 

records in Canada in the 

field of heritage 

conservation. 

wide array of new planning tools for 
municipalities to assist them in preserving 
heritage resources at the local level. 
One of the most significant was the 
power to exempt heritage properties 
from municipal taxes for up to I O years. 

In March 1998, the City ofVictoria 
became the first municipality to take 
advantage of this powerful new tool. 
Victoria's City Council approved a 
program designed to stimulate the 
conversion of vacant or underutilized 
upper storeys in downtown heritage 
buildings to residential use. The program 
has been remarkably successful. It has 
created 98 new residential units 
downtown and stimulated $32 million 
worth of investment in the substantial 
rehabilitation of I O heritage buildings. 
A further 70 units of affordable housing 
are under construction in a former 
hospital building dating from 1908. 
This $1 .6 million rehabilitation is also 
being assisted by the tax incentive 
program. The program recently receive 
the 200 I Gold Medal from the B. C. 
Chapter of the Canadian Home Builder. 
Association during the annual Constructio 
and Renovation Excellence Awards. The 
program was also recognized by receivini 



the President's Award from the Hallmark 
Society, a local heritage advocacy group. 

The City's 1997 corporate strategic plan 
identified the following as one of the 
key goals for its downtown area:"To 
develop a vibrant and healthy downtown 
core which supports residential, business 
and leisure activities:• Creating apartments 
in the upper storeys of heritage buildings 
is seen as a significant strategy for 
supporting this goal. Residential use 
downtown provides other public policy 
benefits such as counteracting urban 
sprawl, increasing public safety downtown 
and making more efficient use of public 
infrastructure and services. This type of 
program can also be considered a 
successful component of sustainable 
development and smart growth. The 
rehabilitation of heritage buildings 
injects new life, brings their mechanical 
and electrical systems up to modern 
standards and improves their seismic 
safety by structural upgrading. Over the 
long term, the city will benefit financially 
from the substantial increase in 
property assessments once the 
exemptions expire. (see chart A). 

What prompted City Council to 
approve this ambitious venture? 
The City ofVictoria has a remarkable 
collection of turn-of-the century 
commercial heritage architecture in its 
downtown core that was spared the 
demolition pressures of the "urban 
renewal" craze of the 1950s and 60s. 
However, many of the two-to-three
storey brick buildings had vacant upper 
storeys and only supported themselves 
financially through the retail stores on 
the ground floor.A few enterprising 
developers in the 1980s undertook 
some conversions of upper floors to 
residential apartments but by the 1990s, 
all rehabilitation activity had ground to 
a halt. To find out why, a study called 
the 1992 Downtown Heritage Building 
Housing Study was commissioned. 
The consultants discovered that seismic 
upgrading standards were the chief 
culprit with respect to the rapidly 
increasing costs of upgrading buildings 
to modern building code standards. 
The cost of making the buildings 
resistant to earthquake forces ranged 
from 21 to 35 percent of all renovation 
costs, and conversions were simply no 
longer economically viable. Thus, the tax 
incentive program was born. 

ASSESSMENT INCREASES FROM TAX INCENTIVE PROJECTS 

532 HERALD ST 532-534, 532 1/2, 529 - 1600 GOVERNMENT 1411 GOVERNMENT 1308-1312 DOUGLAS 
539 FISGARD ST ST ST ST 

PROPERTIES 

IJ PROJECTS BEFORE REHABILITATION 

• PROJECTS AFTER REHABILITATION 

529 PANDORA AVE. 1420 BROAD ST (CIVI TV) 1407 BROAD ST 536-538 HERALD ST 

PROPERTIES 

IJPROJECTS BEFORE REHABILITATION 

• PROJECTS AFTER REHABILITATION 

To provide a simple and efficient 
mechanism to administer the program, 
the formula for calculating the term of 
the exemption (between one to I O years) 
is based on the cost of seismic upgrading 
to the building divided by the amount of 
current annual taxes. So, for example, a 
building proposed for rehabilitation needs 
$200,000 worth of seismic upgrading. 
It currently pays $20,000 a year in 
property taxes. The maximum eligible 
term of exemption that City Council 
may approve is therefore: 

Seismic upgrade cost 
$200.000 = I O years 

Current annual taxes 
$20,000 

In fact, the incentive is worth much 
more to the property owner, since the 
property is worth much more to the 
owner following its rehabilitation. So, for 
our example above, the B. C.Assessment 
Authority provides an estimate of the 
increased property assessment resulting 
from the rehabilitation that results in a 

Plan Summer/ ~te 2003 



{T 

i 

------

potential increase in annual taxes of 
$42,000 a year. So, the actual value of 
the exemption to the property owner is 
$42,000 x I 0, or $420,000. From the 
City's point of view, it is reasonable to 
use the existing level of tax because 
without the incentive, the project would 
likely not exist. 

Subsequent workshops with the 
developers of these projects have 
confirmed that without the tax 
incentive, the projects would not be 
economically viable. The City has 
benefited from a fresh vibrancy to the 
downtown with new residents supporting 
many of the businesses and services 
that now exist there. In turn, these 
residential heritage building conversions 
are stimulating the construction of new 
"loft-style" condominiums on adjacent 
vacant lots; of course, the City benefits 
financially from the new tax assessments 
created by these new buildings. 

A wide variety of projects have received 
Council's approval. The first proposal 

was a conversion of a series of derelict 
tenement buildings in Chinatown into a 
unique mixed-use project including 
12 residential live/work units arranged 
townhouse style along an internal alley 
evoking the unique urban character of 
Victoria's Chinatown, which has been 
recognized as a National Historic Site. 
Across the street, a four-storey, 1909 
cold storage warehouse, which had been 
badly damaged by fire, was transformed 
into 31 rental apartments with retail 
space on the ground floor.According to 
the developer's marketing agent, demand 
for this unique accommodation was so 
huge, they rented in one day. 

In December 2000, the City extended 
the tax incentive program to a non
residential project. Moses Znaimer, of 
Toronto's CHUM Television, was looking 
to open a new TV station (CIVI) in 
Victoria's downtown core and was 
considering the rehabilitation of a 1907 
warehouse for its new studio. But the 
projected $1 .8 million seismic upgrading 
costs were a major stumbling block. 
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While Council was concerned about 
setting a precedent in granting a tax 
exemption to a purely commercial 
operation, it was convinced in the end 
by the argument that this type of 
commercial use would bring the same 
kind of vibrancy and animation to the 
street as would residential use. So 
CIVI-TV was granted a 56 percent tax 
exemption over I 0 years.A $22 million 
investment completely transformed the 
building and has breathed new life into 
the north end ofVictoria's downtown. 
The property taxes were approximately 
$33,000 before the building was 
rehabilitated. When the exemption 
period expires, the City will be 
collecting $126,000 a year. 

The Tax Incentive Program has proven 
to be an effective tool for spurring 
downtown revitalization, preserving 
heritage buildings and increasing the 
housing stock downtown. It has injected 
new vitality into vacant upper storeys 
and, over the long term, will increase 
the City's revenues from its downtown 
commercial core. The Tax Incentive 
Program contributed to the City of 
Victoria being awarded the 200 I Prince 
of Wales Prize by the Heritage Canada 
Foundation, in recognition of the city's 
distinguished 40-year record of municipal 
leadership in heritage conservation. • 

Steve Barber has been the City ofVictoria's 

Heritage Planner for 16 years. Prior to that, he 

was a heritage planner for eight years in Winnipeg. 
He received his Masters of Environmental Design 

in Architecture degree from the University of 

Calgary and has taught heritage conservation at 
the University ofVictoria. Mr. Barber has had 

considerable experience with a wide variety of 

heritage regulatory and incentive programs in both 
Winnipeg and Victoria. 
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