LANDLORDBC | THE KEY

CRISIS

By Mark Kenney, President & CEO, Canadian Apartment Properties REIT

Canada doesn't have enough housing. That's a fact that people from all walks of life, from across
the political spectrum, and from all corners of Canada, can agree on.

It becomes disappointingly evident to the prospective first-
time home buyer who finds the growing gap between supply
and demand means the prices are beyond their reach. It's
also apparent to the young person trying to find their first
apartment, and must readjust their plans because they are
priced out of the neighbourhood or city they dreamed of
living in.

Canada needs 5.8 million new homes by 2030 to keep up
with the housing needs of young people, new Canadians, and
people transitioning to different stages of life.

Many people pin the blame on providers and builders of
rental housing for Canada’s housing affordability and supply
crisis — and that's just wrong.

REITS & HOUSING PROVIDERS WORK TOGETHER

New housing peaked in the 1970s and there hasn’t been a
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concerted effort to continue to support the supply of new
housing since then. What there has been in recent years is a
lot of finger-pointing at real estate investment trusts (REITS),
such as my company CAPREIT, for driving up rents and
contributing to the housing supply deficit.

In fact, we are part of the solution — not the problem.

Residential REITs control less than six per cent of the purpose-
built rental stock, which is less than three per cent of the total
rental market. The vast majority is owned by small investors,
supporting families with additional income.

More than half of our suites are rented at affordable rates,
as defined by Canada Mortgage and Housing Corporation
(CMHC). That means that rental prices are less than 30 per
cent of the average area renter’s income. A report published
by CIBC Capital Markets in April 2022 underscored this
affordability factor: “Estimated rent as a percentage of
average household income across the REIT sector is, on
average, under 20 per cent, making it some of the most
affordable housing in the country.”

There is no one-size-fits-all solution to housing more
Canadians quickly — and at a rate that's affordable. No single
group can solve the crisis on its own. The REIT community is
one of many interested groups that has committed to starting
the conversation with government and private stakeholders
to get more shovels in the ground.

WHAT REITS CAN DO TO HELP INCREASE SUPPLY

Taxation, regulations and pointing blame have never spurred
on investment or innovation in any industry. Rental housing
is no exception.

Canada simply hasn’t been building enough housing. Despite
our growing population, we built more homes in the 1970s
than any decade since — even as our population has nearly
doubled. Back then, proven public policies were in place
to encourage large-scale investment and construction of
purpose-built rental housing.

We can choose to build new housing in communities across
the country supported by modern infrastructure to build
connections with the rest of the region, province, and country.
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We can build communities, provide jobs and economic
opportunities for current residents and new arrivals. In
driving this ambitious future, REITs can be an invaluable
economic tool. Using the power of global capital markets and
working in partnership with smart government investment,
REITs can play an enabling role as Canada builds like never
before.

Collectively, the REIT group has tens of thousands of new
homes in the development pipeline. We have a lot of ideas on
how to tackle the housing shortage. Here are some of them.

SOLUTION ONE: AFFORDABLE ACQUISITION FUND

What about protecting existing renters? We believe there
are smart policies that will allow the government to protect
long-term affordability for the least-advantaged renters at a
fraction of the cost of new affordable housing. Championed
by the NDP and the provincial government in British
Columbia and supported by our industry, the creation of
an Affordable Acquisition Fund would enable the sale of
existing market-based affordable rental apartments from
the for-profit sector to nonprofit organizations, co-operative
and community land trusts (NPOs for short), making them
permanently affordable.

These NPOs can do this with relatively little government
support. In practice, governments could deliver large-scale
permanent housing affordability for between one-third to
one-half the cost of building new affordable homes. Another
advantage would be that REITs, pension funds and other
large scale for-profit housing providers would reinvest the
revenue from these sales back into building new housing
supply. British Columbia Premier David Eby announced a
$500-million acquisition program for that province. The
federal government can take this approach and scale it
nationally.

SOLUTION TWO: PRESERVE MORE AFFORDABLE
HOUSING WITH ENHANCED SUPPORTIVE FINANCING

Canada’s REITs have tens of thousands of suites that meet the
CMHC's definition for affordable rents (30 per cent of median
renters’income) and many more that are near the margin.

If the Government of Canada or the CMHC were to expand
their low-cost financing supports to existing buildings in
exchange for commitments to maintain affordability per the
MLI Select conditions, many more affordable homes could be
secured. These financing incentives could include attractive
rates, reduction, or waiver of CMHC premiums, higher loan to
value, or longer amortization or non-amortizing mortgages.
Suddenly, therewould be alot more incentive for the for-profit
companies to expand affordability options and create greater
options for renters.

SOLUTION THREE: MANUFACTURE YOUR WAY TO
AFFORDABILITY

CAPREIT has nearly 500 homes in manufactured home
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communities (MHCs) in secondary and rural areas across
British Columbia. CAPREIT has more than 12,000 MHC lots
across the country in rural settings. They are typically within
20 minutes of a smaller destination.

MHCs offer some of the most affordable market housing in
Canada. Compared to building homes on site, manufacturing
inafactorysettingusing assembly line methods dramatically
reduces the production cost of new housing.

Located on smaller lots than traditional detached homes,
MHCs are a tool in reducing sprawl in rural areas, reducing
municipal servicing costs, and when situated in a land lease
community, they greatly reduce the upfront cost to new
homeowners.

MHCs can be built and installed quickly and efficiently, and
can help — especially in rural and remote areas — to scale
up housing availability and help attract and retain residents,
especially newcomers to Canada. Manufactured homes can
be much more affordable than conventional homes, being
the most affordable of the affordable housing in the rural
setting.

Unfortunately, a negative public perception persists, and
that sentiment is matched with restrictive provincial land
use regulations and zoning that prevents their use in many
areas. There are also outdated performance standards that
were developed in an era where manufactured homes were
more akin to portable trailers.

Expanding the availability of these homes by lessening the
red tape, especially in rural and secondary markets, would
allow homeowners to stay and thrive in these communities.
It would also help attract talent and new people to what are
often dying communities.

SOLUTION FOUR: SET NATIONAL STANDARDS TO
ALIGN HOUSING, IMMIGRATION AND LAND USE
POLICIES

Residential REITs continue to move ahead with our
development pipeline, both on our own and with experienced
development partners. CAPREIT has a significant amount of
what can be called “free land.”

On many of our properties we can construct new buildings
or add suites through intensification at an affordable cost.
We would like to partner with the Government of Canada
and continue with these plans going forward. The easiest
solution to incentivize affordable housing is for CMHC to
adjust its MLI Select formula (new multi-unit mortgage loan
insurance product focused on affordability, accessibility,
and climate compatibility) to promote affordability, and
the Government of Canada to incentivize provinces and
territories to reduce up-front costs from preventing new
affordable construction.

However, the municipal philosophy of “growth pays for
growth” in many provinces creates a barrier of high up-front



LANDLORDBC | THE KEY

costs for new construction, which impedes the creation of
affordable housing. This approach is counterproductive
to addressing the affordability crisis. Property taxes are
the primary funding mechanism for municipalities. Yet, for
affordable housing providers, it is an ongoing additional
cost and barrier to maintaining affordability for low-income
residents.

Some municipalities have recognized this barrier and have, in
limited ways, waived these costs to incentivize new affordable
housing construction. These are worthwhile initiatives and
can make the difference between a project being viable or
not. This should be the norm, not the exception.

But the greatest impact could be made if the Government of
Canada worked with the provinces and territories to support
long-term exemptions from municipal property taxes in
exchange for long-term commitments to maintain affordable
rental rates.

MORE HOUSING

As the CMHC has noted, we need to build a lot more housing.

National
Apartment Group BC

We are a leading apartment building sales team in BC
that has the ability to reach buyers across the globe with
530+ offices situated in all major markets around the
world. We are a team with significant local knowledge
and expertise that is globally connected, a combination
that is indispensable and creates the most competitive
marketing program. We specialize in achieving maximum
value for our clients, while at the same time maintaining
a professional sales process all the way through!

FOR SALE

o Are you an owner of an apartment building or
development site and considering selling?

e Curious about your property’s market value?
Contact us today for a no obligation property
valuation!

Lance Coulson
Personal Real Estate Corporation

Greg Ambrose

Vice President

National Apartment Group-BC
604 662 5178
greg.ambrose@cbre.com

Executive Vice President
National Apartment Group-BC
604 662 5141
lance.coulson@cbre.com

View more listings:
NationalApartmentGroupBC.ca
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BOUTIQUE APARTMENT BUILDING
EAST VANCOUVER

* 8 SUITE RENTAL APARTMENT BUILDING

+ Situated in the trendy East Vancouver
neighbourhood nearby a variety of
amenities & transit

«  List Price: $2,395,000 | 3.3% CAP RATE

FULLY LEASED RETAIL BUILDING
NORTH VANCOUVER

2 GROUND FLOOR RETAIL UNITS

« Located in Lower Lonsdale benefitting
from excellent foot traffic

« List Price: $3,700,000 | Price/SF: $720

THE LINCOLN APARTMENTS
LANGLEY

UNDER CONTRACT g i

« 92 RENTAL UNITS | CONDO QUALITY

« Close to Willowbrook Shopping Centre and
Future SkyTrain station

« Status: Under Contract

Canada has the fewest homes per capita in the G7, but our
population is growing at the quickest pace. Think about
this: we have the most land, the lowest density, and yet we
have the highest home prices.

The REIT industry, along with many of our colleagues
across the purpose-built rental community, is ready and
able to roll up our sleeves and do our part to address the
housing crisis.

Building new homes — single and multi-family — will help
restore housing affordability for all Canadians, and it can
also unleash our next great economic opportunity. The
time to act is now.

Mark Kenney is the president and chief executive officer of Canadian
Apartment Properties Real Estate Investment Trust (CAPREIT) and a
passionate advocate for the role real estate investment trusts (REITSs) can
play within the multi-family residential sector, working with government
and non-governmental organizations to affect change and build supply so
that all Canadians can have a safe and secure home. For more information,
please visit www.capreit.ca. For more solutions, foraffordable.ca

Multi-Family Specialists

A leader in Metro Vancouver and Greater Victoria
apartment building sales, with total sales value in
excess of $2.2 Billion* between 2015 - 2023.

*SOURCE: Altus Data Studio and CBRE Limited (Jan. 1st, 2015 - May 31, 2023). Includes transactions with co-operating Brokers.

SANTA MONICA APARTMENTS
NORTH VANCOUVER

ICONIC COMMERCIAL PROPERTY
NORTH VANCOUVER

* 18 RESIDENTIAL SUITES | 4 RETAIL UNITS

» Located in Lower Lonsdale near an
abundance of amenities and the SeaBus
connecting tenants to Downtown Vancouver e

* 17 COMMERCIAL UNITS | MIXED USE

« Mixed Use Investment Property centrally

located in Lower Lonsdale

Ideal for Owner User or Investor

* NEW Price: $11,500,000 | 4.37% CAP RATE
Price/SF: $528

HIGH-END CONDO DEVELOPMENT SITE MCKENZIE MANOR APARTMENTS
NORTH VANCOUVER VICTORIA
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* NEW Price: $12,300,000 | 3.7% CAP RATE

FORSALE | % T
« 70 UNITS | ATTRACTIVE SUITE MIX
« Located across the street from an

abundance of tenant-friendly amenities
« List Price: Contact Agents for Details

* PROMINENTLY LOCATED DEVELOPMENT
SITE WITH INCREDIBLE OCEAN VIEWS

* Located in desirable Deep Cove

« NEW Price: $16,900,000 | 3.60% CAP RATE
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+ BRAND NEW 93 SUITE LUXURY
PURPOSE-BUILT RENTAL BUILDING

* Located steps from future SkyTrain station

- Status: Sold (May 2023)

* 71SUITE PURPOSE-BUILT RENTAL BUILDING

« Located in Sidney, BC just 25 minutes from
Downtown Victoria

* Status: Firm Deal



