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O n t a ri o ’s Realty Tax Revo l u t i o n
The elimination of Business Ta xes and
the introduction of Current Va l u e
Assessment (CVA) is going to cre at e
some winners and losers .

P ro p e rties that are most prone to pro p-
e rty tax increases as a result of CVA are
those that are in strong perfo rming loca-
tions with re l at ive ly strong re n t a l
c ap ability and low vacancies. Since
municipalities must ge n e rate the same
total amount of tax reve nue after CVA
as befo re, high grade investment pro p-
e rties that have been acquired are at
risk, while infe rior investment pro p e r-
ties will most like ly re c e ive a re d u c e d
l evel of taxat i o n .

The class ‘A’ buildings that benefi t t e d
f rom the “flight to quality” in re c e n t
ye a rs may be saddled with an incre a s e d
tax load that would be shifted from the
m o re poorly perfo rming bu i l d i n g s .

With the elimination of business tax,
small retail and small businesses will
see their taxes rise — and ow n e rs ex p e-
riencing business vacancies could fa c e
s i g n i ficant tax incre a s e s !

In these ch a rts, adapted from ones
wh i ch ap p e a red in the Spring 1997 edi-
tion of Coopers and Ly b a n d ’s Real
E s t ate Trends, Rae Buchan gives a
q u i ck ove rv i ew of some of the most sig-
n i ficant impacts.

Rae Buchan is principal in ch a rge of 
p ro p e rty tax consulting and real estate 
va l u ation services across Canada fo r
C o o p e rs & Ly b rand Consulting, To ro n t o .
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Wh at It Means To Yo u !

E l i m i n ation of business tax

Businesses with a curre n t
rating of 75% and 60% will
e n j oy a re l at ive decre a s e

Businesses with a curre n t
rating of 30% will ex p e ri-
ence a re l at ive incre a s e

Vacant space will be taxed at
a signifi c a n t ly higher rat e

All bu s i n e s s e s

Banks, Financial Institutions,
B rewe ry, Wa re h o u s i n g,
D i s t ri bution and
M a nu fa c t u rer s

Fra n chises, Retail Store s
with fewer than 5 locat i o n s

Building ow n e rs with signifi-
cant va c a n c i e s

• To make up for the lost reve nu e, realty taxes will incre a s e
by ap p rox i m at e ly 45%. (fi g u re 1)

• Those businesses wh i ch are rated at 60% and 75% fo r
business tax purposes will enjoy a net reduction of the
combined re a l t y / business tax costs by ap p rox i m at e ly 
10% and 20% re s p e c t ive ly.

• U n fo rt u n at e ly, small independent businesses and re t a i l
chains with fewer than five stores as well as fra n ch i s e e s
will see a re l at ive increase of ap p rox i m at e ly 10%.

• Vacant space curre n t ly re c e ives a 15% reduction in re l a-
tion to occupied space. Business taxes are not ch a rge d
under the current system. Owners wat ch out! Va c a n cy
will be taxed at the full commercial level and no re l i e f
ap p e a rs to be ava i l abl e. (fi g u re 2)

Note to lenders, ow n e rs, inve s t o rs — the net operat i n g
income of pro p e rties that are prone to va c a n cy will be 
s i g n i fi c a n t ly reduced in 1998.

BUSINESS TAX ISSUES

C u rrent Value Reassessment
using 1996 market va l u e s

High value re s i d e n t i a l

High value non-re s i d e n t i a l

High value offi c e

• The high value residential areas in the Central and Nort h
To ronto core, as well as other high value pockets thro u g h-
out Metro, will now ex p e rience significant tax incre a s e s .

• Using the last reassessment fi g u res wh i ch are based on
1988 values and not endorsed by the Prov i n c e, law ye r
E dwa rd Gre e n s p a n ’s $1.84 million home should have
been paying $17,178 instead of $3,755 (source: To ro n t o
Star). This rep resents a potential tax increase of five
t i m e s .

• We ap p raised a hotel in the Niaga ra Region whose re a l t y
t a xes are anticipated to increase nearly three times.

• See fi g u re 3 for re l at ive value shift of class ‘A’ and ‘B’
buildings befo re and after re a s s e s s m e n t .

CURRENT VALUE REASSESSMENT

I t e m Impacts On R e m a r k s

I t e m Impacts On R e m a r k s

by Rae Buchan, AACI, PLE
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E n s h rined in the Planning Act is a re q u i re-
ment to contri bute land or money for park s
wh e n ever land is seve red or deve l o p e d.
D i ffe rences in policy rega rding calculat i o n s
to satisfy the parks dedication re q u i re m e n t s
in new residential subdivisions cause large
d i ffe rences in the parks cost, from one
municipality to another.

Under the current Planning Act, Section 42
and Section 51.1 both re fer to the dedica-
tion of land for parks, or cash-in-lieu. Th e i r
re s p e c t ive ap p l i c ation can produce ve ry dif-
fe rent results, howeve r.

Section 42(1) applies to development or
re d evelopment of land:

“As a condition of development or re d e-
velopment of land, the council of a local
municipality may ... re q u i re that land in
an amount not ex c e e d i n g, in the case of
land proposed for development or re d e-
velopment for commercial or industri a l
p u rposes, two per cent and in all other
cases five per cent, of the land, be con-
veyed to the municipality for park or
other public re c re ational uses.”

An altern at ive under Section 42 allows for a
re q u i rement of one hectare of parkland fo r

eve ry 300 dwelling units pro p o s e d. A by l aw
cannot be passed under this section ex c ep t
wh e re the specific policies are set out in an
O fficial Plan.

No specific re fe rence ap p e a rs to be made in
Section 42 to distinguish individual deve l-
opment sites from fo rmal plans of
s u b d iv i s i o n .

Section 42 provides for payment of cash
(instead of dedicating land) based upon the
value of the land on the day befo re a bu i l d-
ing permit is ava i l abl e.

Section 51.1 applies specifi c a l ly to a plan of
s u b d iv i s i o n :

51.1 (1) The ap p roving authority may
impose as a condition to the
ap p roval of a plan of subdiv i s i o n
t h at land in an amount not ex c e e d-
i n g, in the case of a subdiv i s i o n
p roposed for commercial or indus-
t rial purposes, two per cent and in
all other cases five per cent of the
land included in the plan shall be
c o nveyed to the local mu n i c i p a l i t y
for park or other public re c re-
ational purposes ...”

Section 51.1 bears many similarities to
Section 42, the pri m a ry ex c eption being that
for cash-in-lieu purposes the value is to be
d e t e rmined the day befo re the date of Dra f t
Ap p roval, rather than the day befo re ava i l-
ability of a building perm i t .

D e d i c ation of land can only be done if the
land is accep t able to the mu n i c i p a l i t y. Cash
m ay otherwise be demanded. 

I n t e rp re t ation of these provisions in the
Planning Act by municipalities has led to
w i d e ly diffe rent parks dedication and cash-
in-lieu re q u i rements. We note the fo l l ow i n g
issues that ari s e :

1 ) Section 42(1) and 51.1(1) are not spe-
c i fic as to the area to wh i ch the five per
cent dedication is to be ap p l i e d. Plans of
s u b d ivision wh i ch include large open
space or va l l eyland areas fall victim, in
some municipalities, to a parks dedica-
tion calculation of five per cent of the
gross. The lands that may be conveye d
for parks cannot comprise open space or
va l l eyland areas. The result of this policy
is a dedication often well in excess of
five per cent of the bu i l d able are a .

Other municipalities take the position
t h at the five per cent calculation is based
upon the usable area only. Others calcu-
l ate the five per cent dedication of the
gross area, but give credit for open space
a rea, meaning that only bu i l d able land
can be dedicat e d.

2 ) Both sections 42(3) and 51.1(2) allow
for altern at ive use of one hectare fo r
eve ry 300 dwelling units. The early
attempts to implement this policy cre-
ated a dilemma for municipalities since
it is not stipulated in the Act wh at type
of land the one hectare is to compri s e.

For instance, if there is a high density
site of 300 units contained in a plan of
s u b d ivision, the Act is non-specific as to
whether the owner is re q u i red to pay the
cash-in-lieu equivalent value of one
h e c t a re of high density land. It became
ap p a rent that at high densities, the park s
d e d i c ation re q u i rement under this fo r-
mula was so onerous that the
cash-in-lieu payment could equat e
almost to site va l u e. Ap p l i c ation of the
fo rmula was not practical. Municipalities
conceded by using values for low den-
sity land, citing that they we re like ly to
a c q u i re less ex p e n s ive low density lands
in the vicinity of the ap a rtment sites, to

Pa rk Levies — not a level pl

Extremes in Parks Dedications
Hypothetical single family subdivision

Gross area 30 ac

D eve l o p a ble area 20 ac

Open space 10 ac

Estimated Value one day 
b e fore draft approva l $ 1 6 0 , 0 0 0 / a c

Estimated value one day 
b e fore building permit ava i l a b i l i t y $ 3 5 0 , 0 0 0 / a c

Municipality A Municipality B 
( h i g h ) ( l ow )

Land requirement 5% x 30 ac = 1.5 acres 5% x 20 ac = 1.00 acre 
(if acceptabl e ) (7.5% of deve l o p a ble area) (5% of deve l o p a ble area)

Cash-in-lieu 20 ac x $350,000/ac = 20 ac x $160,000/ac = 
e q u i va l e n t $ 7 , 0 0 0 , 0 0 0 $3,200,000 

       x    5% *       x     5%
$  350,000 $   160,000 

*A valid argument could be made for a 7.5% cash 
e q u i valent, or in this case, $535,000. Howeve r, 
municipalities are probably reluctant to apply this 
onerous demand.

by Fred Roth, BA, AACI, PLE
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meet parks needs.

Most municipalities have neve rt h e l e s s
c o n t i nued to ap p ly the one hectare / 3 0 0
units fo rmula for medium density uses
s u ch as semi-detached and tow n h o u s e
lands, since it yields a gre ater park
re q u i rement than the five per cent fo r-
mula. A combination of the five per cent
and one hectare/300 unit fo rmulae is
e m p l oyed wh e re mixed densities are
p ro p o s e d, in an effo rt to maximize the
land or cash-in-lieu dedicat i o n .

3 ) Section 42 stipulates that the value of the
land is to be determined as of the day
b e fo re building permit, i.e. fully serv i c e d
and all levies, development ch a rges, etc. ,
p a i d. By contrast, Section 51.1(4) stat e s
t h at the value of the land is to be deter-
mined as of the day befo re draft ap p rova l
of the plan of subdivision, i.e. raw unser-
viced land. These re q u i rements ge n e rat e
ve ry diffe rent cash-in-lieu pay m e n t s .

4 ) P hy s i c a l ly dedicating land for parks pur-
poses ge n e ra l ly invo l ves providing a
s e rviced bl o ck of land. This is tanta-
mount to dedicating five per cent of the
value of quasi-serviced building lots.
Under Section 42, the cash-in-lieu pay-
ment equals five per cent of the value of
f u l ly serviced building lots.

The ch a rt illustrates the ex t remes that the
va rious policies could cre at e, for a hy p o-
thetical single fa m i ly subdiv i s i o n :

The interp re t ations of the Planning Act by
municipalities and policies for calculat i n g
p a rks dedications are many and va ri e d.
Some re q u i rements may be construed by
ow n e rs as incorrect interp re t ations of the
Act, some simply unfa i r, and some nothing
m o re than policies by municipalities to
m a x i m i ze reve nu e.

Wh at ever the view, the ow n e r, ap p raiser and
consultant processing residential land are
well advised to contact the local mu n i c i p a l-
ity to ascertain the present policy prior to
p ro - fo rma projections of development costs.
C a l c u l ating the most economical way to
deal with park levies may suggest rev i s i n g
l ayouts to get the best deal: i.e., prov i d e
land or give cash.

Fred Roth is vice president of Bosley Fa rr &
A s s o c i ates Ltd., To ro n t o .

A n nual 
G e n e ra l
Meeting 

and Dinner

R oyal Canadian Ya cht Club
To ronto Islands
5:30 - 9:00 p.m.

Fo l l owing dinner and the AGM, 
The Association of Ontario Land

Economists’ is pleased to we l c o m e :

William W. Owe n s
Senior Vice Pre s i d e n t

Economic Research Associat e s

“ Trends in 
Urban Entertainment”
With more than 20 ye a rs ex p e rience in
c o n c ept development, feasibility analy-
sis and strat egic planning for a wide
va riety of commercial and public at t ra c-
tions, William Owens heads ERA’s
l e i s u re / e n t e rt a i n m e n t / re c re ation pra c t i c e
in the eastern United States. Clients have
i n cluded the Six Flags Corp., LEGO
Wo rld (theme parks), General Motors
and Boeing Airc raft Company (visitor
c e n t res), the IWERKS and IMAX fi l m
companies, and nu m e rous gove rn m e n t
e n t i t i e s .

To regi s t e r, contact the OLE office at
(416) 340-7818

If you can’t attend the meeting, please
remember to send in your prox i e s !

p l aying fi e l d
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O ve rall Outlook
The early 1990s we re hard on Ontario, bu t
it has turned around dra m at i c a l ly, and
should continue strong for the next few
ye a rs. Th at was the consensus of speake rs
at the joint Association of Ontario Land
Economists/Canadian Urban Institute semi-
nar this May.

In 1995, the Royal Bank sponsored a rep o rt
whose conclusions they considered too dis-
h e a rtening to release at that time, said Jo h n
McCallum, senior vice president and ch i e f
economist, Royal Bank of Canada. It
s h owed that the economy and employ m e n t
in Ontario had dropped considerably, and
the Gre ater To ronto Area had dropped a lot
m o re than the rest of the country.

This situation resulted from the a combina-
tion of fa c t o rs: the economic dow n t u rn ,
s t ru c t u ral ch a n ges to industry, the real estat e
c rash, the declining importance of To ro n t o
as an east-west trading centre given the
N o rth American Free Trade Agre e m e n t ,
and the declining “Montreal effect” (wh e re
business and population move away fro m
the growing sep a ratist sentiments in that
p rov i n c e ) .

H oweve r, in the last two ye a rs, McCullum
s a i d, the economy here has turned aro u n d
d ra m at i c a l ly and it will re c over more
s h a rp ly in the next two ye a rs .

E m p l oyment growth in the high tech sector
( c o m p u t e r, film, airc raft, electronics and
c o m mu n i c ations) was ap p rox i m at e ly 18%
in the past decade, compared to about 3%
ove rall GTA employment grow t h .

R e s u rgence in the automotive sector is
key to the whole of southern Ontari o .
And the financial services sector is vital
to To ronto. But all sectors are fa c i n g
ch a l l e n ges, and cities around the wo rl d
a re competing for ex a c t ly the same
kinds of jobs we want here.

Au t o m o t ive Industry Fa c e s
N ext Location Decisions
Auto manu fa c t u ring has been cre at i n g
1,000 jobs per month across Canada fo r
four ye a rs running and there ’s no end in
sight, says Dennis DesRosiers, pre s i-
dent of DesRosiers Au t o m o t ive
Consultants Ltd. Spin off jobs rep re s e n t
ap p rox i m at e ly 3,000 jobs per month.

The industry includes four sectors: new
ve h i cles, used ve h i cles, fi n a n c e / i n s u r-
a n c e, and parts and serv i c e. Toge t h e r,

those sectors employ close to 600,000
wo rke rs – one in eve ry seven jobs in
Canada, and as high as one in four for some
a reas parts of southern Ontari o .

The industry has a fo u r- to five - year deve l-
opment cy cl e, Desro s i e rs said. “Th ey ’re
nailed for the next three to five ye a rs :
t h ey ’ve been investing at re c o rd levels. But
if you don’t take the bl i n d e rs off and look
out beyond the bord e rs, you could lose one
s eventh of the economy.”

E ve ry b o dy Wants Fi n a n c i a l
Sector Jo b s
The GTA is in the secondary tier of fi n a n-
cial centres around the wo rl d, says Dr.
Wa rren Jestin, senior vice president and
chief economist, Scotiabank. It has seve ra l
a dva n t ages wh i ch should help ke ep it there :
s t rong telecommu n i c ations, educat i o n ,
skilled labour fo rc e, an increasing nu m b e r
of intern at i o n a l ly - focused fi rms (well ove r
half of wh at we produce in the GTA is des-
tined for intern ational markets), the second
l a rgest stock ex ch a n ge in north ameri c a ,
s t rength of business niches, etc.

But it also has seve ral disadva n t ages: a sec-
o n d a ry curre n cy, high taxes (more than 20%
higher than in the US), lower compensat i o n
and “buzz” than New Yo rk or London, no
c o m p e t i t ive derivat ives market, an almost
n o n - existent corp o rate bond market, and
few large Canadian companies with ex t e n-
s ive financial needs ab ro a d.

And its jobs are no longer ge ograp h i c a l ly
fi xed – 50% of the services done in the
G TA could be done elsewh e re. With tech-
n o l ogical ch a n ge, phone banking, and so
on, the industry may look ve ry diffe rent ten
ye a rs from now. And, Jestin said, if merge rs
a re allowe d, that will pro b ably produce ra d-
ical downsizing of employment in the
To ronto core, to the extent that the banks
h e re are the ones being taken ove r.

B right Future For Fi l m / T V
To ronto could “become to the film pro d u c-
tion industry wh at the Swiss have become
to the banking industry,” says David Plant,
City of To ronto Film and TV C o m m i s s i o n e r.

To rontonians “are uniquely positioned to
speak to the wo rld”, Plant said. Th ey have
an interesting va n t age point on the U. S. and
on other cultures, excellent film educat i o n
p rograms, and ve ry we l l - rega rded film fe s t i-
vals and production cap ab i l i t i e s .

The city is alre a dy the third largest pro d u c-
tion centre in North America. Of the $20
billion spent in production globally each
ye a r, more than half is spent in Califo rn i a ,
$3 billion in New Yo rk, and $1.5 billion in

To ronto. One third of that ($507 mil-
lion) rep resents indep e n d e n t
p roductions, $200 million is commer-
cials, $300 million is broadcasting and
the rest is animation, corp o rat e, etc. 

The jobs are highly skilled, cre at ive
and give a high level of job sat i s fa c t i o n .
The entertainment industry is driv i n g
the tech n o l ogy revolution. But once
again, these jobs are highly mobile.

One of the city’s assets is its reg u l at o ry
ap p ro a ch to film issues: ye a rs ago, it
c re ated the film development office to
e n s u re ap p rovals, permits, etc., and
s t ated that any conflict between a
municipal dep a rtment and the offi c e
would go straight to council. Unless
t h at policy is cl e a rly continu e d, the
a m a l ga m ation of Metro mu n i c i p a l i t i e s
“has the potential to disrupt wh at today
is essentially a ve ry efficient mach i n e,”
Plant said.

Seminar ’97

North American Sales of Vehicle # Units
(Includes Heavy Duty Truck)

Calendar Year North America Canada
1990 ACTUAL 16,005,452 8.2%

1991 ACTUAL 14,471,358 8.9%

1992 ACTUAL 15,052,601 8.2%

1993 ACTUAL 15,994,917 7.4%

1994 ACTUAL 17,262,721 7.2%

1995 ACTUAL 16,418,850 7.1%

1996 ACTUAL 16,913,117 7.1%

1996/1995 3.0%

1997 FORECAST 16,956,251 7.4%

1997 TRACKING 17,217,128 8.2%

1998 FORECAST 17,200,345 7.7%

1999 FORECAST 17,341,612 8.0%

2000 FORECAST 17,386,193 8.4%

Source: DesRosiers Automotive Reports

Urban Engines 
of Growth – 
Wh e re Does 

the Road Lead?
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Think Big for Distri bu t i o n
The GTA is the third largest centre of
i n d u s t rial buildings in North America after
C h i c ago and Los Angeles, says Ilya Bahar,
senior consultant, Coopers & Ly b ra n d
C o n s u l t i n g. Between 70 and 80% of the
800 million square feet of industrial space
is used for distri bu t i o n / wa re h o u s i n g. 

Demand is solid. In today ’s market, 22
i n d u s t rial buildings we re built on spec and
21 of them we re leased befo re completion.

C o n s o l i d ation by major companies is lead-
ing to fewer local distri bution centres, bu t
the GTA, Calga ry and Moncton are emerg-
ing as the three major regional centres. At
the same time, outsourcing by schools, hos-
pitals, etc. is increasing consolidat i o n .
Canadian distri bution management and
s o f t wa re is being used in major U. S. com-
p a n i e s .

S o u t h e rn Ontario, especially near the GTA ,
should market itself as a distri bution hub. It
needs to offer distri bution “campuses”,
Bahar said, for va rious manu fa c t u re rs’ dis-
t ri bution centres, so they can share space
and facilities, and allow tru cks pick up dif-
fe rent pro d u c t s .

Responding to the Challenge
One of the main ch a l l e n ges is how to sus-

tain social cohesion and help wealth cre-
ation -- especially when “there isn’t a lot of
m o n ey to throw around”, says David Cra n e,
economics editor, To ronto Star. One of
s o u t h e rn Ontari o ’s gre atest at t ractions is its
quality of life, he pointed out.

It is vital to pay attention to all the people
who may be margi n a l i ze d, and to cre at i n g
c o m munities in the city. This will incl u d e
i m p roving early childhood deve l o p m e n t ,
and stru c t u ring volunteer groups and social
gro u p s .

C ra n e ’s other policy re c o m m e n d at i o n s
i n cl u d e d :

• get the educational community invo l ved in
economic development decisions

• p rep a re an annual rep o rt on the GTA with
economic and sociological data, such as
number of high school drop-outs, we l fa re
cases, health care outcomes, etc.

• i n c rease funding to tech n o l ogy diff u s i o n
p rograms such as the fe d e ral Industri a l
R e s e a rch Assistance Program (IRAP)

Other speake rs added more.
G o rdon Gow, exe c u t ive vice president of
business development and gove rn m e n t a l
a ffa i rs, Health Streams Te ch n o l ogies Inc.
( fo rmer deputy minister economic deve l o p-
ment and trade): re d e fine infra s t ru c t u re to

i n clude new tech n o l ogy, telecommu n i c a-
tions, labs, etc.; provide tax incentives fo r
in-house training and human re s o u rc e s
d eve l o p m e n t

D r. Alan Rugman, pro fessor of intern a-
tional business, Jo s eph L. Rotman Fa c u l t y
of Management, Unive rsity of To ronto: re c-
og n i ze that services are usually cl u s t e rs of
people and businesses servicing manu fa c-
t u re rs; re c og n i ze that social capital is
i m p o rtant: “housing in the dow n t ow n ,
s a fe t y, waste disposal, etc. are all assets”;
u n d e rstand that there is no such thing as a
Canadian company any more: they are all
N o rth American companies now.

Je s t i n : u n d e rt a ke sector marke t i n g, start i n g
with this sector and broadening into other
s e c t o rs as well; bench m a rk our reg u l at i o n s
against intern ational ones, harm o n i ze reg u-
l ations across the country and make tax
t re atment is reve nu e - n e u t ra l

D e s ro s i e rs : re c og n i ze the strong bond
b e t ween consumers and automobiles, ke ep
m a rket opportunities strong and continue to
e n c o u rage training and education progra m s

M c C u l l u m : stop assuming strong sectors
a re ge ograp h i c a l ly inert cash cow s ;
s t rengthen amenities and quality of life

The Ontario Response

O n t a rio has taken major steps to provide the
kind of env i ronment business needs, say s
Hon. Bill Saunderson, Ontari o ’s Minister of
Economic Development, Trade and
To u ri s m .

It conducted a study of senior exe c u t ives in
the US, Japan, Germ a ny and England. Half
of them said they had no know l e d ge of
O n t a rio as a place to invest. Of the ones that
had some know l e d ge, 36% continue to per-
c e ive Ontario as a high tax juri s d i c t i o n .

So the province has started a major marke t-
ing campaign. In addition, it is “on tra ck to
e l i m i n ate the deficit by year 2000,” Saun-
d e rson said. And “after we ’re finished the
cuts to personal tax rates, we ’ll have the
l owest combined fe d e ra l / p rovincial taxes in
Canada”. 

The province no longer gives handouts to
i n d u s t ry – wh i ch has caused no complaints
at all, he said. The total corp o rate tax
bu rden is lower than in neighbouring stat e s .
In addition, Ontario has one of the most
c o m p e t i t ive tax systems for re s e a rch and
d evelopment in the wo rl d.

Fi n a l ly, the amalga m ation of Metro p o l i t a n
To ronto will help the regi o n ’s grow t h ,
S a u n d e rson pre d i c t e d. “I pers o n a l ly fe e l
ve ry confident that one strong unified city
will cap t u re the interest of business and
i nve s t o rs around the wo rl d.”

FINANCIAL SERVICES IN ONTARIO ARE MORE 
C O N C E N T R ATED IN THE GTA THAN OTHER INDUST R I E S

S h a re of Ontario GDP Derived from GTA

R E ST OF ONTA R I O

GTA

Source:   The Boston Consulting Group analysis of Statistics Canada data / Scotiabank
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P ro p e rty Ta xes (Bill 106)
The Fair Municipal Finance Act,
wh i ch was passed on May 26, will
result in a consistent, unifo rm pro p-
e rty assessment system in Ontari o .
All pro p e rties will have the same
assessment year (1996). Munici-
palities will have up to eight ye a rs
to implement the new system.

While there has been some cri t i-
cism that the re fo rm is re a l ly
m a rket value assessment in dis-
g u i s e, the Province should be
complimented for tackling an issue
t h at previous gove rnments have
been too timid to add re s s .

Th e re might be difficulties in ap p ly-
ing the “current value” concept equally
a c ross all non-residential pro p e rties because
not all assessments are based on the cap i t a l-
i z ation of rental income. Small re t a i l
p ro p e rties, for ex a m p l e, wh i ch are va l u e d
using arms-length sales data, could be infl u-
enced by speculat ive activity if the pro p e rt y
is at less than highest and best use.
Municipalities will be able to cre ate add i-
tional pro p e rty classes, wh i ch might be a way
to protect small bu s i n e s s e s .

C e rtain groups such as seniors and the dis-
abled will be protected from huge tax hike s
on their homes by being able to postpone
p ayment until the sale of the pro p e rt y.

On Ap ril 30, the Ministry of Fi n a n c e
announced a Business Education Tax Rev i ew
Panel to seek input on a fair method of deter-
mining the allocation of education taxes fo r
c o m m e rcial and industrial pro p e rties. Th e
deadline for comments was May 30.

P rovincial Budge t
Finance Minister Ernie Eves announced the
p rov i n c e ’s bu d get on May 6th. Highlights
i n cl u d e d :
• The projected deficit for 1997-98 is $6.6

b i l l i o n .
• Consumer spending is predicted to incre a s e

because of tax cuts, rising wages, stro n ge r
job cre ation and low interest rat e s .

• Two personal income tax cuts will occur:
on Ju ly 1, 1997, Ontari o ’s rate will fall to
47% and on Ja nu a ry 1, 1998, it will be
45% of the basic fe d e ral rat e.

M u n i c i p a l / P rov i n c i a l
R e s p o n s i b i l i t i e s
The Association of Municipalities of Ontari o
(AMO) has been successful in convincing the
P rovince that its ori ginal downloading plan
would prove to be too onerous. The Province 
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has agreed that school pro p e rty taxes should
be maintained at 50%, with the Prov i n c e
re s p o n s i ble for setting the education tax rat e
on all classes of pro p e rt y. In re t u rn, the
P rovince will pick up the entire tab for long
t e rm care for the disabled and elderly, will
p ay 80% for we l fa re and fa m i ly child care
b e n e fits, and will contri bute towa rd the rep a i r
of co-op and non-pro fit housing.

Discussions on the municipal role in social
housing continu e. Don’t expect a quick re s o-
lution to this issue as the fe d e ral gove rn m e n t
has not been able to nego t i ate a sat i s fa c t o ry
t ra n s fer of administrat ive responsibility to
the Ontario gove rnment, due to lack of a
s t ated Ontario fra m ewo rk .

Tenant Protection Act (Bill 96)
Minister of Municipal Affa i rs and Housing
Al Leach introduced The Tenant Pro t e c t i o n
Act, 1996 last Nove m b e r. After second re a d-
i n g, it is expected to be sent for three we e k s
of committee hearings. The province has left
it up to municipalities to implement a fa i re r
assessment rate on ap a rtment bu i l d i n g s .

D evelopment Charges Act (Bill 98)
Committee hearings on The Deve l o p m e n t
C h a rges Act, 1996 we re held in late March
and in Ap ril. In a curious twist in pro c e d u re,
on the last day of the hearings some sch e d-
uled pre s e n t ations we re cancelled. Then, two
d ays lat e r, the Hon. Al Leach tabled amend-
ments wh i ch rep resented a re t re at by the
p rovincial gove rnment in terms of the inten-
tion to improve accountability by re q u i ri n g
municipal co-payment for eligi ble serv i c e s .

As introduced last Nove m b e r, the Bill wo u l d
h ave re q u i red municipalities to contri bu t e
10% of the cost of new roads, water and

s ewer systems, hy d ro, police and
fi re services, and 30% of the cost of
other new facilities. The amend-
ments re m oved the mu n i c i p a l
c o n t ri bution for hard services, and
said municipalities would be
re q u i red to discount by 10 per cent
the costs they could re c over fo r
facilities such as transit, are n a s ,
l i b ra ries and community centres. In
an open letter to the Pre m i e r, the
G re ater To ronto Home Builders ’
A s s o c i ation, outlined how the
p a rt y ’s election promise to use
d evelopment ch a rges to fund
grow t h - re l ated hard services only,
eve n t u a l ly eroded to the point wh e re
“the gove rnment caved in to the

wishes of municipalities, by reducing the dis-
count for soft services from 30 per cent to 10
per cent.”

Fo rt u n at e ly, the gove rnment has not ch a n ge d
its position that facilities used by the entire
c o m mu n i t y, such as museums, city halls and
a rt ga l l e ries, would no longer be funded
t h rough development ch a rge s .

Municipalities will have up to 18 months
f rom the date of pro cl a m ation of the new Act
to establish new Development Charge
by l aws, otherwise the old by l aws will ex p i re.

It should be noted that these revisions deal
o n ly with municipal development ch a rge s .
Responsibility for Pa rt III of the current Act
will be tra n s fe rred to the Ministry of
E d u c ation and Training and will be re n a m e d
the Education Development Charges Act.

Land Tra n s fer Tax Refund Extended
On March 31, the Ontario gove rn m e n t
announced an extension of the Land Tra n s fe r
Tax refund for fi rst-time bu ye rs of new ly
built homes. Agreements of purchase and
sale have to be completed by March 31,
1998, the purchaser must take possession of
the house by December 31, 1998, and the
t ra n s fer must be regi s t e red by December 31,
1999. Reb ates have ave raged just ove r
$1,200 since the progra m ’s inception in May,
1996. The maximum reb ate is $1,725.
Almost 13,000 households have take n
a dva n t age of the plan in the past ye a r.

In addition, the Land Tra n s fer Tax Act has
been amended by eliminating the 20% pre-
mium paid by non-residents. This will
b e n e fit both cottage bu ye rs and fo re i g n -
owned deve l o p e rs .

A n dy Manahan is director of industry re l a-
tions for the Ontario Home Builders ’
A s s o c i at i o n .


