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INTRODUCTION

In May of 1996, the Provincial Government of Ontario passed Bill 106 — the Fair Municipal
Finance Act, which aligned Ontario’s municipalities under a unified provincial property tax
system based on a property’s “current value™,

Prior to the introduction of Current Value Assessment (CVA) under Bill 106, municipalities
had an option of updating (or not updating) the valuation year used to assess and tax property.
Property and education taxes were levied, collected and spent locally. The amount of tax
collected and division of the tax burden were the responsibility of individual municipalities.
This is significant because it allowed municipal governments to design property tax systems
geared toward the specific needs and unique circumstances of their communities. It also
provided municipalities with a great deal of latitude in rectifying assessment inequity and/or
tax unfairness that was strictly local in scope.

Bill 106 forces every municipality large and small to play by the Provincial Government’s
rules — a one size fits all system that is wholly inadequate to address the issue of property
assessment in every municipality across the Province. Municipalities no longer have the
ability to make even small changes in order to rectify local inequities caused by the
assessment system. Any change requires the Provincial Government to write new legislation
or introduce new regulations. While the power to set tax rates remains in the hands of
municipal councils as is necessary to reflect budgetary needs, the Provincial Government
established in Bill 106, tax ratios and ranges of fairness that proscribed mandatory parameters
for the percentage of the tax burden that could fall onto each property class.

Municipal property taxes are designed to pay for municipal services. The Provincial
government has no business micro-managing the ways and means by which municipalities
collect taxes.

MARKET VALUE ASSESSMENT IN THE CITY OF TORONTO

Toronto is a unique city with the most widely fluctuating real estate market in Canada. The
real estate market here simply is not stable enough to be the basis for a property tax system




based on market value, particularly once reassessment starts taking place annually. It will be
a roller coaster ride from one year to the next. There is no stability and there never will be in
this City or any other large city.

While “current/market/actual™ value assessment has been employed effectively in some
municipalities for many years, it has been resisted in the City of Toronto because of the wildly
fluctuating real estate market and its potential to create major winners and bigtime losers
every reassessment. Current Value Assessment (CVA) works well in newer, smaller
communities where the housing stock is more uniform, where value is a fairly accurate
determination of municipal service consumption and where location does not play a
significant role in the determination of market value. In the City of Toronto however, the
housing stock is extremely varied and location is the most significant factor in a property's
value.

The former City of Toronto and some other areas of the new City of Toronto are compact in
urban form. They are therefore less costly to service than auto-reliant suburban forms with
their big vards, cul-de-sacs and shopping mall sprawl which require sewer and water pipes,
poles, wires, pavement, garbage trucks, buses, etc. to go further to service far fewer people for
an equivalent amount of land. This system of “current value assessment™ punishes those who
choose to live in a dense, compact, public transit-orientated urban environment and rewards
“urban sprawl™ with all its inefficiencies.

THE “CAFETERIA” APPROACH TO PROPERTY ASSESSMENT

The argument that every municipality must use the same ‘one size fits all’ system in
determining property taxes is wrong. It is tantamount to saying every municipality should
have the exact same Official Plan and Zoning By-Laws.

Municipalities have different needs and priorities which require them to operate differently in
order to best serve the needs of their constituents. In particular, cities such as Toronto,
Ottawa and Hamilton (which have recently undergone forced amalgamation) require
assessment systems which allow for flexibility in order to reconcile the many inequities in
property taxation which occur in tandem with amalgamation. The best way to achieve this is
to allow municipalities to implement an assessment and taxation system that is designed
locally and approved locally.

Current Value Assessment is by no means the only method of assessing property for taxation
purposes. Many different systems are employed in municipalities in various countries around







