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Corporate Report MISSISSaUGa

Date: June 15, 2021 Originator’s files:
To: Chair and Members of General Committee
From: Shari Lichterman, CPA, CMA, Commissioner of Meeting date:
Corporate Services and Chief Financial Officer June 23, 2021
Subject
Potential New Revenue Tools
Recommendation
1. That the report dated June 15, 2021 from the Commissioner of Corporate Services and

Chief Financial Officer entitled “Potential New Revenue Tools” be received for
information; and

That staff continue to work through municipal sector round tables to establish consensus
and a joint advocacy position amongst GTHA municipalities on revenue tools and report
back to Budget Committee in October with updates.

Executive Summary

The Municipal Act in Ontario limits the ability of municipalities to raise revenue. Outside
of property taxes and user fees, Mississauga has few options to raise the revenue it
needs to meet the challenges it faces — specifically over $3.5 billion unfunded in the
capital program;

CAO Mitcham requested that staff undertake research on potential revenue tools
available to municipalities, and determine which ones are viable within the current
legislative framework, and which ones will require advocating for legislative change;

On March 25, 2021, the City retained the services of Ernst & Young (EY) to research
potential revenue tools used by municipalities, and identify the projected funding amount
of each for the City of Mississauga,

This report does not address existing revenue tools the City currently has access to and
makes use of, such as general property taxes and user fees, and does not advocate for
an increase to either of these revenue generating sources or the addition of new
property tax classes. Instead, the review focused on potential new sources of revenue
and the process to obtain them;
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e Many of the potential revenue tools identified by EY would require changes in legislative
powers, similar to those contained in the City of Toronto Act;

e While this report is presented as information, if Council were to pursue a specific
revenue tool or suite of tools, similar to the City of Toronto Act, staff recommend
developing a coordinated advocacy campaign with other municipalities in Ontario. To
make changes to municipal powers, requires a united front;

e Currently discussions are underway amongst the CAOs and senior staff of the cities in
the Greater Toronto and Hamilton Area on topics of housing, sustainable finance, transit,
procurement, and digital infrastructure. Reports from each of these committees will be
released in the Fall of 2021; and

e This report is meant to provide Council with information. Staff will continue to provide
updates on their progress working with other municipalities in the months to come.

Background

Municipalities of all sizes face significant financial pressures. The infrastructure deficit remains a
substantial, persistent challenge across all communities in Canada. Under the current legislative
framework, municipalities do not have the fiscal capacity to maintain, rehabilitate and expand
their core infrastructure while keeping tax increases at inflationary levels. Municipalities also
face changing demands for higher standards for services from citizens and new challenges
such as population growth, an aging population, and climate change, to name a few. The City of
Mississauga is facing a shortfall of $3.5 billion in its capital program, which includes state of
good repair and new projects.

To meet these growing challenges, Municipalities need more diverse and growing revenue
sources that go beyond the provisions currently found in the Municipal Act. The Municipal Act in
Ontario limits the ability of municipalities to raise revenue. Currently, Ontario municipalities
(excluding the City of Toronto) are only able to collect property tax revenues and charge fees for
service (user fees). These tools are limiting as they are not linked to economic growth, while a
number of significant cost drivers are. The current suite of revenue tools available to
municipalities are not sufficient to fund the necessary services municipalities must provide, let
alone the additional challenges cities face. It is expected that growth will pay for growth, but this
has not happened, leaving Mississauga with an annual infrastructure deficit and capital
pressures that must be met to not only achieve a state of good repair, but to build a world-class
city.

Early in 2021, staff was asked by CAO Mitcham to examine potential revenue tools and
determine which ones are viable within the current legislative framework and which ones will
require advocating for legislative change. On March 25, 2021, the City retained the services of
Ernst & Young (EY) to research potential revenue tools used by various municipalities. The
mandate for this project was to identify potential new revenue tools available to the City of
Mississauga, determine which are viable for the City relative to the policies of current
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governments and agencies, estimate the value to the City, and develop a comprehensive plan
to attain and implement any new funding sources.

This report does not address in any detail the existing revenues the city uses today, such as
general property taxes and user fees, and does not advocate for an increase to either of these
revenue generating sources or the addition of new property tax classes. This report instead
focuses on revenue tools not currently available to the City of Mississauga that if possessed,
would provide the City with the financial autonomy necessary to raise the revenues it needs to
meet the demands it faces, without relying as heavily on other levels of government.

This report has been prepared for information. Staff do not recommend pursuing any tool in
particular at this time. If Council opts to pursue an additional revenue tool or a suite of tools,
staff recommend that a comprehensive and coordinated advocacy plan be developed that
includes working with other municipalities and stakeholders. Pursuing new revenue tools alone
is unlikely to be successful.

Comments

Project Scope and Methodology

The research conducted by EY identifies multiple revenue tools that are being used by various
municipalities. Appendix 1 provides an Executive Summary of these tools followed by a
comprehensive document, which provides a more in-depth analysis of each tool (Appendix 2).
In order to scope and manage the number of tools, the project Steering Committee directed EY
to classify the revenue tools into three categories:

1. Revenues that the City can implement today with the current authority provided by
existing legislation;

2. Revenue tools that the City could implement if provided with the same powers as the
City of Toronto; and

3. Tools that would require additional legislative approvals beyond what the City of Toronto
Act has.

EY Approach

Six comparator municipalities were chosen out of the ten (10) largest municipalities by
population in Canada. Financial Statements were analyzed and normalized (single vs. lower
tier) to allow for meaningful comparisons. Benchmarking research was also conducted on
municipal revenue tools used by municipalities in Canada, across North America, and globally.
In addition, research was accessed from think tanks and academic publications globally. The
Municipal Act was reviewed to validate current limitations to raise revenues by Ontario
municipalities. The City of Toronto Act was also reviewed in order to determine revenue raising
parameters which are unique and differ from those permitted in other Ontario municipalities.
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Revenue Tools were categorized based on ability to implement: Current authority under the
existing Municipal Act; powers granted to Toronto under the City of Toronto Act; and tools that
would require further legislative or regulatory change (see Appendix 2). EY conducted further
review into tools including jurisdictional examples of each tool, potential structure of tools,
potential value derived by implementing a tool, and implementation considerations.

The objective of the project was to provide Mississauga with a comprehensive list of potential
revenue tools and an analysis of the authority required to use them. Those tools currently within
the control of the municipality are evaluated by staff on a regular basis and separate reports will
be brought to Council and Budget Committee where appropriate. Those tools the City currently
does not have the power to implement will require legislative change at the provincial level.

Findings

Table 1 below outlines the revenue tools the City is currently able to access through the
Municipal Act. The table identifies which tools are being used, and identifies where appropriate
those the city is currently benefitting from.

Table 1

Revenue Tools Currently Available to the COM Status Comments

Region of Peel using
Currently using
Not using

Landfill Levy
Ride Sharing Fees
Encroachment Tax (TBC)

Property Taxes (property classes defined under the Assessment Act) «  |Currently using
Payments in Lieu of Taxes +  |Currently using
Special Area Rates 2 [Not using
User Fees and Charges for Services; Local Improvement Charges +  |Currently using
Fees for Licenses, Permits and Rents +  |Currently using
Fines and Penalties +  |Currently using
Development Charges (subject to provincial legislation) +  |Currently using
Vacant Homes Tax +  |Working group formed - ongoing review
5G Concessions +  |Corporate Report in progress
Incremental Property Tax «/ |Capital Infrastructure Levy/Public Safety
Levy
Land Value Capture / Tax Increment Financing 2 |Not using
v
ol
X

City of Toronto Act

In 1998, the province passed the City of Toronto Act, to create the new amalgamated City of
Toronto. In 2005, the province amended the Act through the Stronger City of Toronto for a
Stronger Ontario Act to provide the City of Toronto with additional revenue powers beyond
those possessed by any other Ontario municipality. At the time, it was thought that given its new
size and challenges faced, Toronto would need additional powers to meet its responsibilities
and address its challenges. In particular, under the revised City of Toronto Act, the city has the
ability to levy six (6) taxes, including the Land Transfer Tax (LTT). The LTT in particular has
proven to be a substantial revenue generating tool for the city, which has helped Toronto
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provide for continued infrastructure growth and at the same time keeping property tax increases
at a minimum.

Under the Act, the City of Toronto is also permitted to collect a Vehicle Registration Tax
however with the exception of a brief period between 2008 and 2010, they have chosen not to
use this power. Table 2 below, as provided by EY, estimates the amount of revenue the City of
Mississauga could collect if the City were to have the same revenue generating powers as the
City of Toronto. The values included in the table are based on some common assumptions,
including:

o The ability to use existing collection methods (e.g. Provincial systems for the vehicle
registration tax) to minimized implementation and ongoing costs

¢ No behavioural changes as a result of implementation (i.e. consumers will not cross
municipal borders to avoid taxes)

e The City will be able to keep the full revenue raised and not have to share it with the
region

The assumptions were developed as a result of examining the experience of other
municipalities and discussions between the E&Y project team and the City of Mississauga
steering committee.

Table 2
COM Estimated | Shared With .
Revenue Tool . Authority
Annual Revenue Region

Land Transfer Tax $76,142,203 N 1% on all values, exempting first time buyers |COTA
Vehicle Registration Tax $39,507,712 N $45 flat fee per vehicle registered COTA
Alcoholic Beverage Tax $5,728,870 N 1% tax on alcohol at all points of sale COTA
Tobacco Tax $3,258,810 N 1% on each package sold COTA
Advertising Tax $2,600,000 N 2015 City of Mississauga estimate COTA
Amusement Tax $913,049 N 1% tax on all amusements COTA
Assumptions
All revenue estimates are net of ongoing costs but do not include start-up fees
Revenue tools can use existing collection (property tax system, provincial tax collection)
Consumption taxes do not have material impact on purchasing patterns
*COTA - City of Toronto Act

Obtaining Revenue Tools

For other Ontario municipalities, including Mississauga, to access the suite of tools available to
the City of Toronto would require legislative change from the provincial government, likely
through amendments to the Municipal Act. At this time, it is unlikely any other city in Ontario will
be granted similar powers to Toronto on an individual basis.

It is important to note that the current provincial government has given no signal that they are
prepared to extend additional revenue tools to municipalities. In fact, during a debate in the
Ontario Legislature in 2015, the current Minister of Municipal Affairs opposed the Land Transfer
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Tax and pressured the Minister of the day to publicly commit that cities would not be granted
that power. To date, there has been no outreach or discussion by the current provincial
government on municipal revenue tools.

To obtain the same powers as those in the City of Toronto Act or any additional revenue tools
will require a coordinated and comprehensive advocacy campaign, involving other municipalities
in Ontario, industry associations like AMO, and other supportive stakeholders. It is highly
unlikely that Mississauga would be successful pursuing any revenue tool on its own. If Council
decides to pursue a specific revenue tool or a suite of tools like in the City of Toronto Act, staff
recommend that a detailed advocacy plan be developed, with broad alignment across the
municipal sector.

Federation of Canadian Municipalities Big City Mayor’s Caucus

Since 2015, the Big City Mayor’s Caucus (BCMC) or the Federation of Canadian Municipalities
(FCM) has been working to develop a stronger relationship with the federal government and
secure new funding and investments for municipalities. The BCMC is comprised of the Mayor’s
of Canada’s 22 largest cities from across the country. Mississauga is a member of BCMC.

In the lead up to the 2015 election, the BCMC mayors joined together to create a common set of
requests of the federal government. The mayors and the municipal sector remained united
throughout the 2015 campaign and were instrumental in driving a federal agenda that included
investments in infrastructure, transit, active transportation, green technologies, and clean water
and waste water, affordable housing, and more. Through the “Hometown Proud” campaign,
FCM and the BCMC sought to redefine the relationship between the federal and municipal
governments, stating that “city building is nation building.”

Following the 2015 election, the federal government has since committed over $200 billion to
municipal and provincial infrastructure, and put in place dedicated transit and infrastructure
programs like the Investing in Canada Infrastructure Program (ICIP), the Public Transit
Investment Fund (PTIF), the Clean Water and Waste Water Fund (CWWF), and has committed
to doubling the Federal Gas Tax for municipalities in 2019 and 2021. Mississauga has benefited
significantly from these investments and will continue to do so for the next decade.

AMO Local Share Campaign

In 2017, in advance of the 2018 provincial election, the Association of Municipalities of Ontario
developed the Local Share campaign, which advocated for a 1% sales tax for municipalities. At
the time, AMO’s research showed that municipalities face a $4.9 billion infrastructure gap over
the next 10 years, which would require an average property tax increase of 8% annually. AMO
argued that property taxes were not sustainable in the long term to meet the needs of
municipalities.

The 1% sales tax idea was similar to previous attempts like the 2007 “One Cent Now” campaign
from former Toronto Mayor, David Miller to recoup a portion of the federal GST for
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municipalities. Like the One Cent Now campaign, AMQO’s 2017 Local Share campaign did not
gather enough momentum or support from Ontario municipalities. It was not a factor during the
2018 provincial election and has not been pursued since.

The AMO example demonstrates the importance of working together with other municipalities
around a shared objective.

GTHA Regional Prosperity Alliance

At a staff level, Mississauga’s CAO is on the executive committee of the GTHA Regional
Prosperity Alliance (RPA), a group of CAOs, led by the City of Toronto, and their senior staff
teams. The GTHA RPA is seeking to unite the cities of the GTHA in joint recovery from COVID-
19. The RPA has a number of sub committees focused on transit, housing, sustainable finance,
procurement, and digital infrastructure. Mississauga is represented by senior staff on each of
these committees.

This report and the work done by EY are important elements that will inform the Sustainable
Finance Table’s recommendations to be released in the fall of 2021. At that time, staff will be in
a better position to provide recommendations on how best to proceed on securing new revenue
tools and increasing Mississauga’s financial autonomy.

Municipal Advocacy

The municipal sector can be successful in advocacy if cities are aligned around a clear objective
with a clear message. It is rare for a single municipality to successfully lobby for legislative
change or for new powers. Mississauga has been part of FCM efforts for the past 7 years and
has garnered a seat at the Federal-Provincial-Territorial (FPT) meetings twice around program
design for federal funding programs. Mississauga is also a member of the Ontario Big City
Mayor’s Caucus (OBCM) and the MOU Table of the Association of Ontario Municipalities.
Mayor Crombie is the Vice Chair of the OBCM and attends the MOU table of AMO. Staff
recommend that discussions with these groups and the GTHA RPA continue to determine if
there is a desire and a consensus to pursue new revenue powers for municipalities.

Financial Impact

There is no immediate financial impact to the City at this time. No detailed analysis has been
completed in connection to potential revenue and city needs. Additional revenue generating
tools could provide the city with various options for city building and tax mitigation. In the event
that these revenues come to fruition they will be included in future budgets Should Council wish
to pursue any of these tools further, a full analysis will be undertaken to develop more reliable
and stable annual revenue estimates, as well as an advocacy strategy that is in alignment with
the broader municipal sector.
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Conclusion

This report speaks to numerous revenue tools available to a municipality. Many require
legislative change in order to implement. Council will need to identify which tools they would like
to pursue, and strong advocacy measures and a cooperative regional approach will be
necessary should the City want the same legislative powers as the City of Toronto.

Attachments

Appendix 1: New Revenue Tools Study — Executive Summary
Appendix 2: New Revenue Tools Study — Detailed Report

Shari Lichterman, CPA, CMA, Commissioner of Corporate Services and Chief Financial Officer

Prepared by: Carolyn Paton, Manager Strategic Financial Initiatives and Robert Trewartha,
Director, Strategic Initiatives
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New Revenue Tools Study - City of Mississauga

1 Summary of Key Findings
2 Introduction and Approach
3 Summary Jurisdictional Scan

4 Analysis Of Revenue Tools

NOTICE

Ernst & Young LLP (EY) prepared the attached report only for the City of Mississauga (“The City” “Client”) pursuant to an agreement solely between EY and Client. EY did not perform its
services on behalf of or to serve the needs of any other person or entity. Accordingly, EY expressly disclaims any duties or obligations to any other person or entity based on its use of the
attached report. Any other person or entity must perform its own due diligence inquiries and procedures for all purposes, including, but not limited to, satisfying itself as to the financial
condition and control environment of The City and any of its funded operations, as well as the appropriateness of the accounting for any particular situation addressed by the report.

While EY undertook a thorough review of potential revenue tools per the terms of agreement, EY did not express any form of assurance on accounting matters, financial statements, any
financial or other information or internal controls. EY did not conclude on the appropriate accounting treatment based on specific facts or recommend which accounting policy/treatment
The City or any funded operations should select or adopt. EY also did not express an opinion on the appropriateness of implementing any of the revenue tools in this document.

The observations relating to all matters that EY provided to The City were designed to assist The City in reaching its own conclusions and do not constitute EY’s concurrence with or support
of Client's accounting or reporting or any other matters.
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Key Findings .

Mississauga is generating less revenue per capita when compared to benchmarked municipalities, suggesting that the

City has room to grow its total revenue
The Municipal Act constrains the sources of revenue available to Mississauga; given the same authority the City of

2 Toronto has would greatly expand Mississauga’s ability to raise new revenues and provides a rationale for seeking this
specific set of tools (i.e. equal treatment with the City of Toronto)

1

For many revenue tools (both within existing authority and requiring new authority), a regional approach is needed to
maximize revenue

Revenue Tools Considered by Authority Required

Current Authority City of Toronto Act Additional Legislative Change

1-1 Vacant Homes Tax 2-1  Land Transfer Tax Non-Resident Speculation Tax Single Use Plastics Tax
1-2  Incremental Property Tax Levies 2-2  Vehicle Registration Tax Gaming Revenues Road Use Pricing
1-3  Landfill Levy 2-3  Amusement Tax Climate Mitigation Tax Poll Tax
1-4  Ride Sharing Fees 2-4  Advertising Tax Energy Mitigation Program Sales Taxes
2-5  Alcoholic Beverage Tax Parking Tax Payroll Tax
2-6  Tobacco Taxes Fuel Tax Municipal Income Tax

Food Waste Tax

K ) }

Conducted detailed analysis, including financial estimates and

Conducted preliminary analysis only (no financial estimates)

implementation challenges



Ease of implementation

High Level View Of Revenue Tools

10.3

Of the revenue tools analyzed, the Land Transfer Tax and Vehicle Registration Tax have the highest potential revenue
generating capacity by a significant margin.

High

Medium

Low

g Potential revenue tools

1-1
1-2
1-3
1-4

2-1

2-2
2-3
2-4
2-5
2-6

Current Authority
Vacant Homes Tax
Incremental Property Tax Levies
Landfill Levy
Ride Sharing Fees

City of Toronto Act
Land Transfer Tax
Vehicle Registration Tax
Amusement Tax
Advertising Tax
Alcoholic Beverage Tax

Tobacco Taxes

8 9 10 11 12 13 14 15 16 17 18 19 20 21 Note: Size of bubble indicates potential dollar value (see page 15). All
financial estimates are preliminary, subject to revision and could change
Time to implement in months significantly.

@ Current Authority @ City of Toronto Act
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Introduction

Historic and projected growth have put pressure on the City of Mississauga’s finances
The ability to raise revenue has not kept up with City’s growth and evolution

 The Municipal Act in Ontario limits the ability of municipalities to raise revenue, with only the City

of Toronto having been provided some limited flexibility to use incremental revenue tools
This report focuses on potential revenue tools available to the City of Mississauga and
provides first-order estimates of their revenue raising potential and a description of the
current barriers to implementation (including legislative); it also consider additional
Implementation considerations, including the potential impact on residents and businesses
and the importance of regional co-operation for optimal outcomes

 Revenue estimates do not take into account potential behavioral changes, and should be viewed
as preliminary and directional in nature only.

The report focuses on those tools currently available to the City and those that would be
available if Mississauga were given the same revenue tools defined in the City of Toronto
act

The report does not make any recommendations as to the appropriateness of any of these
tools, but seeks to provide City Staff and Council an information base with which to inform
decision-making
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Approach

The work underpinning this report was conducted through a multi-stage approach that narrowed the focus to those

10.3

revenue tools that are implementable under current authority, or would be if Mississauga had the same powers as the

City of Toronto.

Jurisdictional

Analysis

6 comparator
jurisdictions were
chosen, all among the
ten largest
municipalities (by
population) in Canada

Their financial
statements were
analyzed and
normalized to
Mississauga’s
presentation, to allow
for meaningful
comparisons on
sources and type of
revenues

Desktop

Research

conducted on
municipal revenue
tools, including

A review of third-
party research
(primarily from think
tanks and academia)

Broad research into
revenue tools utilized
by municipalities in
Canada, North
America, and Globally

Further research was

Legislative
Context

The Municipal Act
was reviewed to
validate current
limitations on Ontario
municipalities ability
to raise revenues

The City of Toronto
Act was also
reviewed, to provide
context into the most
recent change to the
municipal legislative
framework in Ontario

Categorization of

Tools

Revenue Tools were

categorized based on

ability to implement:

*  Current authority
under Municipalities
Act is sufficient

*  Requires powers
granted to Toronto
under City of Toronto
Act

*  Requires further
legislative or
regulatory change

Research and
Analysis

With feedback on
prioritization from the
project steering
committee, further
research was
conducted into
priority tools,
including:

e Jurisdictional
examples of each
tools deployment

»  Potential structure of
tools

» Potential value

* Implementation
considerations
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Jurisdictional Analysis | Key Metrics®
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Mississauga is generating less revenue per capita when compared to benchmarked municipalities, suggesting that the City has room to
grow its total revenue

Category

Type of
municipality

Population
Annual Pop.
growth rate
(2015-19)

Revenue*

Revenue per
Capita*

Annual Gross

Operating

Expenditures*!

Debt

Debt to

revenue ratio*

Mississauga
(Rank in
brackets)

Toronto

Single tier

2,956,024

1.57%

$14,383,000

$4,851

$13,469,000

$20,530,000

143%

~ All data is from 2019 Annual reports unless otherwise indicated

*To enable comparisons, revenue, operating expenses, and debt numbers for Mississauga and Brampton includes Peel Region, allocated to each lower-tier municipality based on population share

Brampton

Lower Tier

643,302

4.67%

$2,281,355

$3,273

$1,849,841

$1,849,871

79%

**For Comparison purposes to remove Toronto’s outsize impact on the average

Hamilton

Single tier

579,000

1.26%

$1,997,089

$3,449

$1,808,200

$1,590,474

80%

Calgary

Single tier

1,285,711

1.10%

$5,243,892

$4,078

$4,525,000

$5,122,483

98%

Montreal

Single tier

2,050,053

0.65%

$8,090,466

$3,946

$5,705,100

$16,758,701

207%

Vancouver

Single tier

685,885

1.47%

$1,966,836

$2,867

$1,851,000

$2,655,400

135%

Average

N/A

1,279,680

1.60%

$5,223,996

$3,667

$4,484,695

$7,286,300

120%

Average

Excluding
Toronto**

N/A

1,000,290

1.61%

$3,697,496

$3,470

$2,987,311

$5,079,017

116%
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Jurisdictional Analysis | Sources of Revenue

Jurisdictional comparisons suggest that Mississauga is broadly in line with comparator jurisdictions; however the numbers
1 below do not account for differences in the composition of each City’s tax base and as such, should only be used for
directional guidance

The Municipal Land Transfer Tax generates almost 8.5% of Toronto’s own-source revenues, reducing their overall reliance on

10.3

2 property taxes
Normalized Own Source Revenue by Category ($,000)
—
ek “_“_“““““
Taxation $4 410,000 46.56%  $487,002 69.49% $917,126 67.78% $2,088,755 52.50% $3,804,486 60.07% $873,498 50.14%

Municipal

i -- $58,000 0.61% $- 0.00% $- 0.00% $- 0.00% $- 0.00% $- 0.00%
Tax*

Accommodation
User charges --$3,581,762 37.82% $157,360 22.45% $357,176 26.40% $1,436,265 36.10% $2,182,234 34.46% $797,519 45.78%

:gzgfntgne”t -- $335,000 3.54%  $27,197  3.88%  $37,508  2.78%  $198,927 5.00% $167,133  2.64%  $49,070  2.82%
CeEliges el -- $218,477  2.31%  $29.245  4.17%  $29,938  2.21%  $98,646  2.48%  $179.463  2.83%  $22,152  1.27%

interest on taxes
.. $69,000 0.73% $- 0.00% $11,262 0.83% $156,162 3.92% $- 0.00% $- 0.00%

-- $799,000 8.44% $- 0.00% $- 0.00% $- 0.00% $- 0.00% $- 0.00%
-- $9,471,239 $700,804 $1,353,100 $3,978,755 $6,333,316 $1,742,239

*Brampton is currently preparing for the implementation of a Municipal Accommodation Tax; Hamilton approved a Municipal Accommodation Tax in 2020. Calgary, Montreal and Vancouver all have one but do not report
revenue raised separately

**Data presented on this page is own-source revenues only, and differs from the data on the previous slide due to exclusion of Peel Region’s revenue for Brampton and Mississauga, and the exclusion of transfers from
other levels of government and one-time revenues for all municipalities

In the absence of the Land Transfer Tax, Toronto would generate 50.8% of its revenue from taxation and 41.3% from User charges 11

City Share Of
Government
Enterprise
Earnings

Municipal Land
Transfer Tax

Total**
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Summary of Tools Mississauga With Current Authority under Municipal Act

10.3

Revenue tools that can be implemented under Mississauga’s current authority come with their own barriers to
Implementation; however, Mississauga can begin the process to implement immediately

ﬂ Name Of Tool Brief Description Barriers To Implementation

1-1

1-2

1-3

1-4

Vacant Homes Tax

Incremental Property
Tax Levies

Landfill Levy

Ride Sharing Fees

A tax charged to homeowners that leave their units un-occupied
or idle for most of the year.

Special levy on property tax that is used to fund a specific
purpose and is presented as a separate line item on the property
tax bill.

Levy used to encourage recycling by putting a price for every
tonne of waste that is sent to the landfill.

A fee on ride sharing services such as Uber and Lyft; either a flat
rate per trip or a percentage of the total fare.

Provincial approval (through a regulation) would be required.
The City would need to define the term vacant and the various
carve-outs to minimize unintended consequences.

Incremental levies should be considered in the context of the
overall property tax burden in a given municipality and for each
property class.

Would require co-operation with Peel Region and the creation of
a separate pricing tier for Mississauga residents if the other
municipalities in the Region do not also implement the same
levies.

Users, drivers and operators of Transportation Network
Company (TNC) services could push back as increased fares
would negatively impact the drivers and the TNC’s finances
through these increased fares.
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Summary of Tools Mississauga Can Implement With Same Authority As Toronto

10.3

If given the same authority as the City of Toronto, Mississauga would have a number of additional options to raise
revenue, some of which lend themselves to a regional approach to minimize tax avoidance through behavioural
change

ﬂ Name Of Tool Brief Description Barriers To Implementation

2-1

2-2

2-3

2-4

2-5

2-6

Land Transfer Tax

Vehicle Registration
Tax

Amusement Tax

Advertising Tax

Alcoholic Beverage
Tax

Tobacco Taxes

Taxes payable on transfers of land ownership; Most Land
Transfer Taxes in Canada are progressive, increasing with the
value of the home.

A fee charged on the registration of a vehicle within a
jurisdiction, usually in addition to a similar fee at the Provincial
level.

A levy on the sale of all tickets to entertainment facilities. Could
also be applied to any sort of amusement related facilities or
events (e.g. annual exhibitions and amusement rides)

Sales tax on outdoor advertisements that are within City limits
such as Billboards.

A tax that would be added on-top of all alcohol sales within the
City limits, can be imposed at a retail, and/or at establishments
licensed by Ontario’s liquor board.

A tax on all related tobacco items being sold within City limits,
collected at point of sale.

Rates and brackets will need to be defined; exemptions might
need to be created to avoid impacting first time buyers and/or
dense developments.

Rates will need to be defined.

Likely requires a regional approach to minimize behavioural
changes that will push consumers outside Mississauga.

Rates will need to be defined at a level that generates revenue
without significantly impacting sales.

Likely requires a regional approach to minimize behavioural
changes that will push consumers outside Mississauga.

Likely requires a regional approach to minimize behavioural

changes that will push consumers outside Mississauga; potential
to push consumers to contraband tobacco.
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High Level View Of All Tools

10.3

Implementation Ui Can this tax be used for SEER Potential

Name Of Tool Implement

in Months

general purposes? WIth | Einancial Value Key Assumptions

1 *
Complexity Region?

Y, can be used for general Per 1% on all values, exempting first

2-1 Land Transfer Tax M 12 N $76,143,000

purposes time buyers
2-2 Vehicle Registration Tax M 12 Y, can b%zfsgsfg ganeel N $39,508,000 $45 flat fee per vehicle registered
. .
o5 Alcoholic Beverage Tax H 18 Y, can be used for general N $5.729.000 Per 1% tax on alcohol at all points of
purposes sale
Y, can be used for general Revenue and ongoing costs shared
11 MG R M 12 purposes Y SR 00 between City (1/3) and Region (2/3)
1.2 Incr.emental Property Tax L 3 N, should be_used for a specific N $4.092.000 Per 1% increase
Levies special purpose
2-6 Tobacco Taxes M 12 Yy @21 93 Uesel ol GEe el N $3,259,000 Per 1% on each package sold
purposes
2.4 Advertising Tax L 6 Y, can biﬂfsgsfg ST N $2,600,000 2015 City of Mississauga estimate
- Per $0.10 per ride increase;
1-4 Ride Sharing Fees L 3 Abaeile be_used for a specific N $1,000,000 estimated revenue is incremental to
special purpose X .
current ride-sharing fees
2-3 Amusement Tax H 18 Vo G £ LB el (GRE L N $913,000 Per 1% tax on all amusements
purposes
1-3  Landfill Levy M 12 i E LS DR el I e N $818,410 Per1% increase

special purpose

*Low implementation complexity: use existing collection methods and no negotiation/approval of outside parties required; Medium implementation complexity requires agreement and/or negotiation with a third party;
High implementation complexity also requires defining exceptions and/or developing collection/compliance audit mechanism
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EY | Assurance | Tax | Transactions | Advisory
About EY

EY is a global leader in assurance, tax, transaction and
advisory services. The insights and quality services we
deliver help build trust and confidencein the capital markets
and in economies the world over. W e develop outstanding
leaders who team to deliver on our promises to all of our
stakeholders. In so doing, we play a critical role in building a
better working world for our people, for our clients and for
our communities.

EY refers to the global organization and may refer to one or
more of the member firms of Ernst & Young Global Limited,
each of which is a separate legal entity. Ernst & Young
Global Limited, a UK company limited by guarantee, does
not provide services to clients. For more information about
our organization, please visit ey.com.

For more information, please visit ey.com/ca.
ey.com/ca

© 2021 Ernst& Young LLP. All rights reserved.
A member firm of Ernst & Young Global Limited.
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Appendix B: Revenue Tools Requiring Additional Legislative Change

NOTICE

Ernst & Young LLP (EY) prepared the attached report only for the City of Mississauga (“The City” “Client”) pursuant to an agreement solely between EY and Client. EY did not perform its
services on behalf of or to serve the needs of any other person or entity. Accordingly, EY expressly disclaims any duties or obligations to any other person or entity based on its use of the
attached report. Any other person or entity must perform its own due diligence inquiries and procedures for all purposes, including, but not limited to, satisfying itself as to the financial
condition and control environment of The City and any of its funded operations, as well as the appropriateness of the accounting for any particular situation addressed by the report.

While EY undertook a thorough review of potential revenue tools per the terms of agreement, EY did not express any form of assurance on accounting matters, financial statements, any
financial or other information or internal controls. EY did not conclude on the appropriate accounting treatment based on specific facts or recommend which accounting policy/treatment
The City or any funded operations should select or adopt. EY also did not express an opinion on the appropriateness of implementing any of the revenue tools in this document.

The observations relating to all matters that EY provided to The City were designed to assist The City in reaching its own conclusions and do not constitute EY’s concurrence with or support
of Client's accounting or reporting or any other matters.
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Introduction

10.3
» Mississauga is Canada’s sixth-largest City and Ontario’s third-largest, having tripled in size in the 35 years

» Population growth is expected to continue and Mississauga is projected to reach a population of just under 1M people by 2051
» This historic and projected growth has put pressures on the City’s finances, including:

* Infrastructure renewal pressures, as the City’s asset base ages and serves a larger population

» Service level pressures as a function of growth and as resident/business expectations change
« Additionally, the City is looking to manage emerging priorities including:

» Developing a vibrant downtown that is a destination for residents and visitors, while maintaining neighborhood communities

* Reducing emissions and managing the impacts of climate change

» Attracting innovative businesses to grow and diversify the employment base
» The ability to raise revenue to meet this set of challenges has not kept up with City’s growth and evolution

*  The Municipal Act in Ontario limits the ability of municipalities to raise revenue, with only the City of Toronto having been provided
some limited flexibility to use incremental revenue tools

*  The majority of municipal revenue tools in Ontario are not linked to economic growth, while a number of significant cost drivers are

* As aresult, Mississauga is looking to examine potential revenue tools and determine which ones are viable within the current
legislative framework and which ones will require advocating for change with other orders of Government



Scope and Limitations

10.3

This report focuses on potential revenue tools available to the City of Mississauga and provides first-order estimates of
their revenue raising potential and a description of the current barriers to implementation (including legislative)

Research informing this report was limited to:

* Reviewing public financial statements and other financial information of the comparator municipalities, and interviewing staff at
those municipalities where appropriate

* Reviewing third-party research including from academics and think tanks
* Researching revenue tools utilized by other municipalities around the world

Financial estimates were developed using the following inputs:
» The structure of revenue tools implemented by other municipalities and the revenue generated as a result
* Financial, economic and demographic data from and about the City of Mississauga as noted in this report
* Note that behavioral changes in response to the imposition of new taxes were not considered

The report does not make any recommendations as to the appropriateness of any of these tools, but seeks to provide
City Staff and Council an information base with which to inform decision-making



Glossary

10.3

Fee

Direct Tax

Indirect Tax

Special Purpose Levy

Property-Tax Related

Theoretical Tools

Charges imposed on users of a service to recover the costs of providing that specific service. Under Ontario’s current Municipal Act,
it is illegal to charge users a fee that exceeds the cost of the service provided.

Charged to the end user of goods or services or in such a way so as to relate to the per unit cost (e.g. sales tax at retail).

Charged at some point in the supply chain, with the collector responsible for submitting to the Government (e.g. Value-Added Taxes,
Fuel Taxes). In Canada, only the Federal government can levy indirect taxes.

A fee collected from a collection of residents that is used to pay for a specific shared expense (e.g. advertising tax paying for arts
and culture events within the City, vacant homes tax paying for affordable housing).

A tax collected from property owners, usually as a percentage of total property value (e.g. Speculation tax, encroachment tax, land
transfer tax).

A revenue tool that has been proposed, usually in academia, but has not seen real world application yet.
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Approach

10.3

The work underpinning this report was conducted through a multi-stage approach that narrowed the focus to those
revenue tools that are implementable under current authority, or would be if Mississauga had the same powers as the

City of Toronto.

Jurisdictional

Analysis

6 comparator
jurisdictions were
chosen, all among the
ten largest
municipalities (by
population) in Canada

Their financial
statements were
analyzed and
normalized to
Mississauga’s
presentation, to allow
for meaningful
comparisons on
sources and type of
revenues

Desktop

Research

Further research was
conducted on
municipal revenue
tools, including

A review of third-
party research
(primarily from think
tanks and academia)

Broad research into
revenue tools utilized
by municipalities in
Canada, North
America, and Globally

Legislative
Context

The Municipal Act
was reviewed to
validate current
limitations on Ontario
municipalities ability
to raise revenues

The City of Toronto
Act was also
reviewed, to provide
context into the most
recent changes to the
municipal legislative
framework in Ontario

Categorization of

Tools

Revenue Tools were

categorized based on

ability to implement:

*  Current authority
under Municipalities
Act is sufficient

*  Requires powers
granted to Toronto
under City of Toronto
Act

*  Requires further
legislative or
regulatory change

Research and
Analysis

With feedback on
prioritization from the
project steering
committee, further
research was
conducted into
priority tools,
including:

e Jurisdictional
examples of each
tools deployment

»  Potential structure of
tools

»  Potential financial
value

* Implementation
considerations
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Jurisdictional Analysis | Approach and Key Findings

10.3

To provide context for the analysis, six jurisdictions were selected for comparison purposes; these

comparator jurisdictions are among the ten largest in Canada by population.

Calgary Toronto
» Single-tier municipality » Single-tier municipality
» Similar constraints around raising » Unique revenue raising powers in
revenue Ontario
» Successful use of Land Value » Least reliant on property taxes
Capture/Tax Increment Financing * Only municipality to have a Land-
N Transfer Tax (~8% of own-source
revenue)
*
Vancouver
» Single-tier municipality; one of 21
within Metro Vancouver Hamilton
» Currently examining road use pricing « Single-tier municipality —

» Identical Legislative restrictions

Montreal

Single-tier municipality

Broader range of revenue tools
Service delivery for neighboring
municipalities on cost-recovery basis
Currently negotiating 5G concessions
with telecoms firms

Brampton

» Lower-tier municipality

 Identical Legislative restrictions and
regional construct

* Most reliant on property taxes and
least reliant on user fees



Jurisdictional Analysis | Key Metrics”?

10.3

Mississauga is generating less revenue per capita when compared to benchmarked municipalities, suggesting that the City has room to
grow its total revenue

Category

Type of
municipality

Population
Annual Pop.
growth rate
(2015-19)

Revenue*

Revenue per
Capita*

Annual Gross

Operating

Expenditures*!

Debt

Debt to

revenue ratio*

Mississauga
(Rank in
brackets)

Toronto

Single tier

2,956,024

1.57%

$14,383,000

$4,851

$13,469,000

$20,530,000

143%

~ All data is from 2019 Annual reports unless otherwise indicated

*To enable comparisons, revenue, operating expenses, and debt numbers for Mississauga and Brampton includes Peel Region, allocated to each lower-tier municipality based on population share

Brampton

Lower Tier

643,302

4.67%

$2,281,355

$3,273

$1,849,841

$1,849,871

79%

**For Comparison purposes to remove Toronto’s outsize impact on the average

Hamilton

Single tier

579,000

1.26%

$1,997,089

$3,449

$1,808,200

$1,590,474

80%

Calgary

Single tier

1,285,711

1.10%

$5,243,892

$4,078

$4,525,000

$5,122,483

98%

Montreal

Single tier

2,050,053

0.65%

$8,090,466

$3,946

$5,705,100

$16,758,701

207%

Vancouver

Single tier

685,885

1.47%

$1,966,836

$2,867

$1,851,000

$2,655,400

135%

Average

N/A

1,279,680

1.60%

$5,223,996

$3,667

$4,484,695

$7,286,300

120%

Average

Excluding
Toronto**

N/A

1,000,290

1.61%

$3,697,496

$3,470

$2,987,311

$5,079,017

116%

11



Jurisdictional Analysis | Sources of Revenue

Jurisdictional comparisons suggest that Mississauga is broadly in line with comparator jurisdictions; however the numbers
1 below do not account for differences in the composition of each City’s tax base and as such, should only be used for
directional guidance

The Municipal Land Transfer Tax generates almost 8.5% of Toronto’s own-source revenues, reducing their overall reliance on

10.3

2 property taxes
Normalized Own Source Revenue by Category ($,000)
—
ek “_“_“““““
Taxation $4 410,000 46.56%  $487,002 69.49% $917,126 67.78% $2,088,755 52.50% $3,804,486 60.07% $873,498 50.14%

Municipal

i -- $58,000 0.61% $- 0.00% $- 0.00% $- 0.00% $- 0.00% $- 0.00%
Tax*

Accommodation
User charges --$3,581,762 37.82% $157,360 22.45% $357,176 26.40% $1,436,265 36.10% $2,182,234 34.46% $797,519 45.78%

:gzgfntgne”t -- $335,000 3.54%  $27,197  3.88%  $37,508  2.78%  $198,927 5.00% $167,133  2.64%  $49,070  2.82%
CeEliges el -- $218,477  2.31%  $29.245  4.17%  $29,938  2.21%  $98,646  2.48%  $179.463  2.83%  $22,152  1.27%

interest on taxes
.. $69,000 0.73% $- 0.00% $11,262 0.83% $156,162 3.92% $- 0.00% $- 0.00%

-- $799,000 8.44% $- 0.00% $- 0.00% $- 0.00% $- 0.00% $- 0.00%
-- $9,471,239 $700,804 $1,353,100 $3,978,755 $6,333,316 $1,742,239

*Brampton is currently preparing for the implementation of a Municipal Accommodation Tax; Hamilton approved a Municipal Accommodation Tax in 2020. Calgary, Montreal and Vancouver all have one but do not report
revenue raised separately

**Data presented on this page is own-source revenues only, and differs from the data on the previous slide due to exclusion of Peel Region’s revenue for Brampton and Mississauga, and the exclusion of transfers from
other levels of government and one-time revenues for all municipalities 12
In the absence of the Land Transfer Tax, Toronto would generate 50.8% of its revenue from taxation and 41.3% from User charges

City Share Of
Government
Enterprise
Earnings

Municipal Land
Transfer Tax

Total**
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Revenue Tools | Categories of Revenue Tools Under Current Legislation

The Municipal Act specifically defines the type of revenues that municipal governments in Ontario can
raise. In 2006, the Government of Ontario passed the City of Toronto Act, which gave Toronto access to a
wider series of Revenue Tools.

10.3

Municipal Act

City of Toronto Act

Property Taxes (property classes defined under the

Tax on admission to a place of amusement
Assessment Act)

Payments in lieu of taxes Tax on purchase of liquor for use or consumption

Tax on production of beer or wine at a brew on premise

Special area rates . :
facility for use or consumption

User fees and charges for services; Local improvement

charges (sidewalks, etc.) Tax on purchase of tobacco for use or consumption

Fees for licenses, permits and rents Motor Vehicle Ownership Tax/ Driver’s License Tax
Fines and penalties Land Transfer Tax

Development charges (subject to provincial legislation) Parking Tax (Based on ownership of the parking lot)
Land Value Taxes and Tax Increment Financing Billboard Tax

Vacant Homes Tax (Requires Provincial Regulation)

14



Revenue Tools | Revenue Tools Considered, Based on Current Legislation

10.3

Of the full suite of revenue tools identified, the following were considered in detail as they are either
currently accessible to Mississauga, or there is a rationale to ask the Provincial government to grant them
to the City (i.e. parity with Toronto); all other revenue tools were deprioritized for the purpose of this
analysis as they will require incremental policy change at the Provincial or Federal level

Municipal Act City of Toronto Act

1-1 Vacant Homes Tax 2-1 Land Transfer Tax

1-2 Incremental Property Tax Levies 2-2 \ehicle Registration Tax
1-3 Landfill Levy 2-3 Amusement Tax

1-4  Ride Sharing Fees 2-4  Advertising Tax

2-5 Alcoholic Beverage Tax
2-6  Tobacco Taxes

Three other revenue tools were considered but not included in the core of this report for various reasons:
« Land Value Capture/Tax Increment Financing: Primarily a financing tool

» 5G Concessions: Ability to realize ongoing revenues is uncertain as the technology is still in its infancy
 Encroachment Tax: Significant effort required to quantify revenue

15



Ease of implementation

High Level View Of Revenue Tools

Of the revenue tools analyzed, the Land Transfer Tax and Vehicle Registration Tax have the highest potential revenue
generating capacity by a significant margin.

High

Medium

Low

10.3

Potential revenue tools

Q Current Authority
s 1-1 Vacant Homes Tax
2

1-2 Incremental Property Tax Levies
1-3 Landfill Levy
1-4 Ride Sharing Fees

City of Toronto Act
2-1 Land Transfer Tax

2-2 Vehicle Registration Tax

2-3 Amusement Tax

2-4 Advertising Tax

2-5 Alcoholic Beverage Tax
2-6 Tobacco Taxes

8 9 10 11 12 13 14 15 16 17 18 19 20 21 Note: Size of bubble indicates potential dollar value (see page 15). All
financial estimates are preliminary, subject to revision and could change
Time to implement in months significantly.

@ Current Authority @ City of Toronto Act

16



High Level View Of All Tools

10.3

Ir:;lrlneem-gon ¢ Can this tax be used for SCV?{re]d Potential Kev Assumptions
in FIJ\/Ion ths general purposes? Region? Financial Value Y b

Implementation

Name Of Tool Complexity*

Y, can be used for general Per 1% on all values, exempting first

2-1 Land Transfer Tax M 12 N $76,143,000

purposes time buyers
2-2 Vehicle Registration Tax M 12 Vo Gl b%zfsgsfg ganeel N $39,508,000 $45 flat fee per vehicle registered
. .
o5 Alcoholic Beverage Tax H 18 Y, can be used for general N $5.729.000 Per 1% tax on alcohol at all points of
purposes sale
Y, can be used for general Revenue and ongoing costs shared
11 MG R M 12 purposes Y SR 00 between City (1/3) and Region (2/3)
1.2 Incr.emental Property Tax L 3 N, should be_used for a specific N $4.092.000 Per 1% increase
Levies special purpose
2-6 Tobacco Taxes M 12 Yy @21 93 Uesel ol GEe el N $3,259,000 Per 1% on each package sold
purposes
2.4  Advertising Tax L 6 Y, can biﬂfsgsfg ST N $2,600,000 2015 City of Mississauga estimate
- Per $0.10 per ride increase;
1-4 Ride Sharing Fees L 3 Abaeile be_used for a specific N $1,000,000 estimated revenue is incremental to
special purpose X .
current ride-sharing fees
2-3 Amusement Tax H 18 Vo G £ LB el (GRE L N $913,000 Per 1% tax on all amusements
purposes
1-3  Landfill Levy M 12 i E LS DR el IR e N $818,410 Per1% increase

special purpose

*Low implementation complexity: use existing collection methods and no negotiation/approval of outside parties required; Medium implementation complexity requires agreement and/or negotiation with a third party;
High implementation complexity also requires defining exceptions and/or developing collection/compliance audit mechanism
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1-1 | Vacant Homes Tax

Description

Authority Required

Jurisdictional
Examples

Potential Structure
in Mississauga

Potential Financial
Value

10.3

An incremental charge on homes defined as vacant for a given period of time over the year, based on the appraised home value.

Ontario Municipalities can implement a Vacant Homes Tax under current authority, but the Provincial government must pass a regulation
confirming the parameters of the Tax.

Toronto City Council approved a vacant homes tax in December 2020, set at 1% of a property’s assessed value. It is expected to
generate between $55-$66M annually, on the assumption that 1% of properties in Toronto are vacant. Implementation will take until
2023 as methods to identify vacant homes and ensure compliance need to be developed.

Vancouver implemented an empty homes tax in 2018 as part of an effort to motivate owners of empty homes and under-utilized
properties to either rent or sell the asset. In 2020, the tax generated $44.9 Million in revenues at 1.25% of total property value. In
2021, the rate will increase to 3% of total property value. The revenue generated is used to build affordable housing within the City.

Exceptions could be included for homes undergoing renovation, homes owned by ‘snowbirds,” and homes on the market to be
sold/leased.

For every 1% of homes in Mississauga that are defined as vacant, a 1% tax on value
could raise $4.2 Million in Net Annual Revenue after taking into account revenue
sharing with the Region of Peel and annual costs.

Previously Used NG

In Mississauga

19



1-1 | Vacant Homes Tax

10.3

Implementation Considerations:

Sustainability: The revenue generated from a Vacant Homes Tax would be variable, depending on both
the broader real estate market and how owners change their behaviour in response to the tax.
Correlation to economic growth: A vacant homes tax would not be correlated to economic growth.
Socio-economic impacts: None expected; a vacant homes tax would likely only impact investors.
Fairness: Increased property taxes do not result in improved service; this tax could be seen as violating
the fairness principle, as vacant homes likely put less of a burden on existing infrastructure and services.

Timeline required after legislative changes:
12 months

GTHA-Wide Approach: No

Implementation Complexity: Medium

Legislative Change Required Existing Collection Method Exemptions/Classes

* No; however regulatory approval by the Province will still * These taxes can be collected through the traditional » There could be exemptions for example: homes listed
be required property tax channel for sale for a long period of time, properties owned by
‘snowbirds,’ owners of homes under court-ordered
occupancy prohibitions, homes under renovation, and
owners in hospital or long-term care

Enforcement Assessment Implementation Barriers

« Enforcement mechanisms are being developed in « If amore aggressive enforcement mechanism is chosen, e The City would need to define the term vacant and the
Toronto, but at minimum will require a homeowners there will likely be a need for new staff to assess ifa various carve-outs to minimized unintended
declaration each year. Vancouver also requires an given property is vacant or not consequences

annual declaration
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