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July 31, 2014
It is with great pride and pleasure that the Eastern Ontario Wardens’ Caucus presents its
partners in the municipal, provincial and federal sectors with the conclusion of its extensive
research into the financial sustainability of local governments across rural Eastern Ontario.
Over the past two years, following the release of a landmark analysis titled “Facing our
Fiscal Challenges: A Report on the Financial Sustainability of Local Government in Eastern
Ontario,” the EOWC researched and developed a series of White Papers to explore further
prospects for financial sustainability through to 2020.
These five EOWC White Papers confirm, among other things, that rural ratepayers across
the region are increasingly challenged to pay the costs of vital municipal services. Rural
Eastern Ontario ratepayers, like local governments, are at a crossroads in terms of financial
sustainability. Residents simply can no longer afford to pay the ever-increasing costs of
municipal services, particularly when rural areas have increasing amounts of infrastructure
to be maintained by a relatively small and widely-dispersed population.
In presenting these White Papers as a whole document, the EOWC is looking to continue
the efforts that have previously been explored with its partners and which have largely
proven to be successful. As financial circumstances and budgets continue to be tightened,
rural municipal governments will require more active support in stimulating growth and
employment and, in turn, the regional tax base. At the same time, provincial and federal
partners must continue their efforts to contain the growth in costs for service delivery.
The EOWC will continue to advocate on behalf of its 103 member municipalities across
rural Eastern Ontario and work diligently to contain costs and generate revenues. It should
be noted that these White Papers surpass the EOWC’s omnibus study by offering both
projections and recommendations to improve the financial circumstances of our residents;
however, upper levels of government must continue to partner with municipalities in order to
develop and implement new approaches to lighten the burden for ratepayers.
In other words, while some of the outlined recommendations refer to initiatives that the
EOWC can undertake on its own, others are likely to be most successful if pursued in
partnership. Let us collectively move forward, in the best interests of all our residents.

Jean Paul St. Pierre
Chair, 2014, Eastern Ontario Wardens’ Caucus

Eastern Ontario Financial Sustainability Update Project
Executive Summary as at July 31, 2014

Following the release of the landmark analysis of the sustainability of 103 local governments in
Rural Eastern Ontario in February of 2012, the Eastern Ontario Wardens Caucus (EOWC) developed
five White Papers to explore further prospects for financial sustainability through to 2020. Each
White Paper updated financial data to 2012 (based on provincial Financial Information
Returns/FIRs), added extrapolated projections through to 2020, and offered recommendations to
address the challenges ahead. The recommendations are directed to the EOWC member
municipalities, provincial and federal governments. Among the more than 50 recommendations
contained in the five White Papers are two cornerstone recommendations, implementation of
which will have positive impacts – either directly or indirectly – across all areas of service:
• Active support and implementation of a regional economic development strategy with the
long-term objective of stimulating growth as well as jobs across the region, which will in
turn stimulate growth in the region’s tax base.
• Encouragement for the province’s efforts to contain the growth in costs for service delivery.
Municipal Infrastructure (August 2013): Municipalities in Rural Eastern Ontario manage nearly $9
billion in assets, $5 billion of which is for transportation services (roads and bridges). The capital
infrastructure deficit is estimated at $3.74 billion (2011) with $3 billion for roads and bridges. Rural
municipalities are responsible for 75% of the region’s roads (69,000 lane-kilometres) and 5,000
bridges and large culverts. The associated capital infrastructure deficit is $2.48 billion for roads and
$526 million for bridges. Municipalities should be making an additional $638 million a year in capital
expenditures to maintain their assets. The White Paper notes that none of the three financing
mechanisms for addressing infrastructure needs (debt, direct from property taxes, utilization of
reserves) is sustainable. Both debt capacity and reserves would be exhausted in two years. The
White Paper contains six recommendations, including the creation of a permanent provincial noncompetitive infrastructure fund, with a suggested design framework and allocation methodology.
Municipal Affordability (August 2013): Local governments in Rural Eastern Ontario have significant
responsibilities in delivery of (largely) provincially-mandated services to their citizens: annual
operating expenditures are now roughly $2 billion a year. Expenditures for four major service areas
(Transportation Services, Protection Services, Environmental Services, and Health and Emergency
Services) all increased by 7% a year or more in the 2000-2011 period – well above the rate of
population/household growth (1% a year) or the Consumer Price Index (2% a year). As a result,
Own Purpose Revenues (property taxes and user fees/charges have increased by a Compound
Annual Growth Rate of 6.1% since 2000) in a region where three-quarters of municipalities have
median household incomes below the provincial average. Real assessment growth in rural areas is
weak (2% a year or less), especially in the commercial and industrial sectors, and local governments
are therefore heavily reliant on residential property taxes (2012: 90% of total taxes compared to
84% for the region as a whole). Development prospects for the region are also constrained by the
75% of land mass that is not available for full assessment value taxation. Without a change in the
economic circumstances of Rural Eastern Ontario, continued above-CPI increases in property taxes
are not sustainable. The White Paper contains 13 recommendations, focused on cost containment,
alternative revenue generation, and exploration of new methods, models and funding formulae for
delivering municipal services.

Ratepayer Affordability (December 2013): This White Paper notes that citizens of Rural Eastern
Ontario are financially disadvantaged, as compared to the provincial average, on virtually every
measure: lower average and personal median incomes and household incomes, lower reliance on
employment income and higher reliance on government transfers (15.4% compared to 12.3%).
Population and household growth projections for the region are modest with the proportion of
elderly citizens well above the provincial average (18% compared to 15%). Levels of home
ownership are high but the value of those dwellings is lower and a higher proportion of the homes
are in need of major repair (8.2% compared to 6.6%). Rural Eastern Ontario residents are also less
likely to have post-secondary education (47% compared to 57%) so their employment and earnings
prospects are more limited. Nine recommendations focus on ways to enhance the region’s labour
force and access to employment, new strategies targeted to specific sub-populations (e.g. SMEs,
youth), and housing-related initiatives.
Environmental Services (June 2014): Local governments in the region are responsible for more than
$2 billion in assets (2012) with more than $225 million in annual operating expenditures (63% of
expenditures are for water, wastewater and sewer services). The Compound Annual Growth Rate in
operating expenditures was 5.9% in the 2000-2012 period. The rural areas are responsible for
nearly 500 landfills (90% of the regional total), with net/unfunded liabilities estimated at $100
million (not including new landfills). Net cost per tonne for material diverted from landfills is higher
in rural areas compared to urban areas due to smaller volumes and larger geographic areas for
collection. Eight recommendations encourage cost containment by collaborative administration and
management, exploration of new environmental technologies, repurposing of legacy assets, costbenefit analysis and provincial funding for any new environmental regulations or upgrading existing
compliant assets.
Social Housing (June 2014): Across Eastern Ontario (excluding Ottawa), municipalities are directly
responsible for $467 million in social housing assets. Because of the age of many of these units as
well as variations in assigning value, the capital infrastructure deficit is likely to be at least $526
million. Including municipal social housing units and those offered by not-for-profit organizations or
private sector organizations (Rent-Geared-To-Income), there are an estimated 14,000 housing units
in the region. Comparison of the region’s End of Agreement situation (wind-down of federal funding
for social housing) to that of the province as a whole suggests that more than three-quarters of the
region’s social housing projects – at least 10,000 units – will not be viable at EOA (either due to
insufficient investment capital, insufficient revenues to cover operating expenditures, or both).
Waiting lists for social housing are relatively stable (in the 7,500 to 9,000 households range) but
there is a need for a transitional strategy for social housing to match the locations and
configurations of housing units with citizens’ contemporary needs. The Paper notes that social
housing is not sustainable without support from upper levels of government. Eleven
recommendations call for shared effort by the province’s stakeholders to encourage the federal
government to remain financially supportive of social housing. The provincial government is asked
to update operating subsidies to reflect contemporary costs, provide low/no-interest loans, and
strategic policy latitude to enable municipalities to transform the portfolios of social housing stock
to meet changing local needs. On a local level, the White Paper suggests exploration of different
business models to increase efficiency of maintenance of social housing stock.
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1. Executive Summary
At the end of 2011, the 103 municipalities in Rural Eastern Ontario held $8.7 billion in
capital assets required to deliver the full range of services for which local governments are
mandated. In rural areas, these capital assets range from recreational facilities, roads,
bridges and libraries, to homes for the aged, water/waste water systems and fire stations.
Upper/single tier municipalities (counties) are responsible for roughly $3.3 billion of this
infrastructure (38% of the total) and lower tier municipalities (townships and small towns)
are responsible for $5.4 billion (62% of the total). The types of infrastructure requiring the
largest initial investment and the largest financial responsibilities for maintenance are
assets for provision of transportation and environmental services ($5.06 billion and $1.99
billion respectively, at cost). These two asset categories represent more than 80% of local
government assets in Rural Eastern Ontario.
Nearly half ($4.17 billion or 48%) of total investment in Rural Eastern Ontario’s
infrastructure has been made since 2000. Capital investment over the period averaged
$378 million a year. Although the pattern of investment has been variable (reflective of
both opportunity and availability of municipal funds1), the scale of investment suggests a
consistent effort to ensure that local services are offered through safe, well‐maintained
assets.
In rural areas with a small and widely‐dispersed population2, municipal governments face
major challenges with both upfront investments and ongoing maintenance – especially
when operating expenditures for municipal services have reached $1.8 billion a year. As a
result, the pattern of capital investment across Rural Eastern Ontario has been highly
variable – from roughly $200 million in 2000, peaking at just over $610 million in 2010, then
dropping back to $388 million the following year. This variability is a signal that
municipalities struggle to find the resources to invest in capital assets and plan carefully to
be able to make the best use of opportunities for matching funds from other levels of
government – in effect making each dollar go further. Clearly, rural municipalities need help
from upper levels of government and they need it in predictable amounts and timeframes.
Based on financial data from the end of 2011, one estimate of the region’s capital
infrastructure deficit (based on the difference between Capital Cost and Book Value)
indicates that municipalities continue to lose ground in their efforts to find and deploy
sufficient resources to maintain their infrastructure. By this measure, the Capital
Infrastructure Deficit now stands at $3.74 billion and continues to rise, by roughly $150‐
$200 million a year.

1

Rural Eastern Ontario has a population of just over 700,000 people in roughly 360,000 households. Local
governments are responsible for services over a geographic area of 45,000 square kilometres. Ten separated
cities and towns, plus the City of Ottawa, make up the balance of the 50,000 square kilometre area commonly
referred to as Eastern Ontario.
2
Average population density across Rural Eastern Ontario is roughly 16 persons per square kilometre. There
are roughly eight (8) households per square kilometre across the region.
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Figure 1 – ES: Calculation of Capital Infrastructure Deficit

To discharge the accumulated capital deficit in ten years would require investments of $374
million a year, plus another $700 million to maintain all municipal assets over the long
term. (The annual maintenance estimate is based on an average 25 year asset life and
replacement cost at twice the original cost). Taken together these two estimates suggest
that municipalities in Rural Eastern Ontario should be investing $1.074 billion a year in
their infrastructure every year until at least 2020.
Figure 2 – ES Calculation of Annual Expenditure to Address Capital Infrastructure Deficit

Figure 3 – ES: Calculation of Annual Investment Requirements to Maintain Assets

In 2011, municipalities in Rural Eastern Ontario made capital investments of $388 million
(very close to the long‐term average). Compared to the target ($1.074 billion), this suggests
that there is an annual capital investment shortfall of $686 million.
Figure 4 – ES: Calculation of Additional Capital Investment Required Beyond Expenditures Already Being Made
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The level of investment called for in this analysis, which represents a near tripling of current
capital investment, is beyond the long‐term investment pattern of rural municipalities
(2000‐2011). Even in a scenario calling for rapid ramp‐up in investment beyond 2011 levels,
it is unlikely that Rural Eastern Ontario would reach required levels of capital investment by
the end of the decade. Municipalities would have to spend an additional $686 million every
year to reach the billion dollar annual investment mark by 2020.
Figure 5 – ES: Total Capital Expenditure Requirements to 2020

Estimates

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2015 2016 2017 2018 2019 2020

Figure 5 (above) shows a baseline projection of anticipated capital expenditures based on
the 2007‐2011 performance, leading to $436 million in annual capital investment by 2020.
The additional required $686 million a year to address the deficit and provide long‐term
maintenance for all assets is shown as ramping up rapidly through 2012‐2017 to reach the
required $1.07 billion by 2020. This scenario reflects the challenges municipalities are
expected to have finding the required investment funds – especially in the near term – and
implies that municipalities will take a slightly longer timeframe to reach the required
spending levels.
Like the Province or the Federal Government, municipalities have only three options for
financing services and infrastructure:
•
•
•

Property tax revenues and other user fees and charges paid by ratepayers
Debt which must be repaid out of property tax revenues
Reserves which can be a short‐term contributor to infrastructure financing but this
option disappears once reserves are depleted.
4

Revenue from Taxation: In 2011, municipalities in Rural Eastern Ontario took in nearly
$1.07 billion in “Own Purpose Revenues” (property tax revenues and other user fees and
charges). More than three quarters of these revenues were property taxes and are used to
cover operating costs for the many services offered by municipalities as well as servicing
debt.
Property taxes increased by 92% since 2000 (a compound annual growth rate of 6.1% – a
rate much higher than the Consumer Price Index in the same period). With roughly three‐
quarters of municipalities in the region exhibiting median household incomes below the
provincial average, it is difficult to envisage how municipalities can use the local property
tax base to generate the funds necessary to close the infrastructure funding gap.
Reserves: These municipalities hold $686 million in reserves (obligatory, discretionary and
reserve funds combined). In addition to ongoing capital investments, these funds are used
to manage operating and capital cash flows within a fiscal year, to respond to in‐year
emergencies, and sometimes to provide the municipal match for infrastructure funding.
Municipal reserve levels are only slightly more than combined debt of $556 million and, if
fully deployed in a single year, would represent just one year’s requirement for additional
capital investment.
Figure 6 – ES: Overall Financial Position of Local Governments in Rural Eastern Ontario at 2011

Overall Financial Position:
Local Governments in Rural Eastern Ontario (2011)

$1.07 Billion
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Debt Financing: Municipalities in Rural Eastern Ontario have tripled their debt since 2000,
with environmental and transportation assets often being financed through debt. Total
municipal debt now stands at $556 million.

Debt Capacity Limit – MMAH: $1.14 Billion

Municipalities have used about half of their total debt capacity (as calculated using the
Ministry of Municipal Affairs and Housing methodology) which means there could be as
much as $575 million in debt capacity remaining (roughly 15% of the capital infrastructure
deficit). However, the ability to bear more debt varies by municipality and many with
major capital infrastructure needs may have little or no debt capacity left.
The additional debt servicing charges associated with further debt financing ($165 million a
year) would strain operating budgets and potentially “crowd out” other operating
expenditures on programs and services that are mandated, expected and valued by citizens.
For all these reasons, the opportunity to use debt financing to address capital investment
needs is limited.
Rural municipalities have an ongoing revenue challenge, which is particularly acute for
capital infrastructure investment.
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Taking Action on Municipal Infrastructure
Affordable municipal infrastructure will require local governments to change the trajectory
of the costs and methods associated with infrastructure investment and maintenance as
well as the revenues available for infrastructure purposes. The following recommendations
cover some actions that local governments might take on their own or through the EOWC,
as well as those which might be undertaken in partnership with upper levels of government.
Recommendations for EOWC and Constituent Municipalities:
E‐1: It is proposed that the EOWC continue to actively support the development and
implementation of a regional economic development strategy, with the long‐term
objective of stimulating growth as well as jobs across the region, which will in turn
stimulate growth in the region’s tax base.
E‐2: It is proposed that the EOWC create a regional infrastructure task force to explore ways
to reduce the need for future infrastructure investments, reduce maintenance costs for
existing infrastructure, and manage required infrastructure as efficiently as possible.
E‐3: As part of the regional infrastructure task force, It is proposed that the EOWC lead the
creation of a transportation infrastructure renewal network comprised of municipalities
in Rural Eastern Ontario, to explore (among other topics) possible cost savings through
collaborative action (examples: reducing costs through larger tenders and equipment
sharing) and greater use of techniques to extend the life of existing assets. (A
description of this network is contained in Appendix A.)
E‐4: It is proposed that all municipalities in Rural Eastern Ontario be encouraged to ensure
that their Asset Management Plans are complete by the end of 2013 as required.
Recommendations for the Province of Ontario:
U‐1: It is proposed that the EOWC work in partnership with the Province of Ontario to
design and to implement as soon as possible a permanent, predictable, non‐competitive
infrastructure fund designed specifically for small, rural and remote areas (See Appendix B
for recommended design parameters).
U‐2: It is proposed that the Province of Ontario continue implementation of the social
services upload to 2018, thereby providing additional fiscal capacity for municipalities to
address infrastructure maintenance needs as well as assisting in the provision of other
critical municipal services.
U‐3: It is proposed that the Province of Ontario provide Eastern Ontario municipalities that
have significant Crown lands or other lands with assessment constraints (e.g. managed
forests, farmland, aggregate sites etc.) within their jurisdictions with compensation
reflecting these property‐based limitations. The compensation could be a Payment‐in‐Lieu
or an annual share of revenues accruing to the Province from these lands (e.g. royalties
from stumpage fees). This compensation would be in recognition of the service provided by
municipalities in building and maintaining roads and bridges, and providing emergency
services for these tax‐exempt lands.
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2. Introduction
Following the completion of the landmark analysis of the overall financial sustainability of
local governments in Eastern Ontario in February 2012, the Eastern Ontario Wardens
Caucus commissioned several follow‐up projects to:
• Examine selected priority areas in greater detail, and
• Update key variables so the work would remain current and could be used with
confidence as a support to future EOWC initiatives.
The EOWC identified five priority areas for further attention, each of which is being
addressed using a White Paper format:
• Municipal Affordability – an examination of operating conditions for municipalities.
• Ratepayer Affordability – an examination of the financial circumstances of local
economies and the rural residents and organizations who bear most of the cost of
municipal service delivery.
• Municipal Infrastructure – an examination of the conditions influencing the overall state
of municipal infrastructure and municipalities’ ability to invest in and maintain these
assets.
• Social Housing – an examination of the financial circumstances of upper/single tier
municipalities in addressing these community needs, both in terms of local demand for
service and the financial implications of associated capital infrastructure requirements.
• Environmental Services – an examination of the financial circumstances of single/lower
tier municipalities in addressing these responsibilities, on both operating and capital
fronts.
The White Papers on Municipal
Affordability and Municipal Infrastructure
are being released in the late summer of
2013 while the Papers on Ratepayer
Affordability, Social Housing and
Environmental Services will be released in
the fall of 2013.

Figure 7 ‐ For the purposes of the White Papers, "Eastern
Ontario" was defined as the area bounded by the 13
member governments of the Eastern Ontario Wardens
Caucus and the 90 lower tier municipalities within those
boundaries. The 10 Separated Cities (and Towns) within or
adjacent to those governments, and the City of Ottawa are
not included in these analyses.

Each of these White Papers has added two
new features not included in the original
financial sustainability analysis. First, the
White Papers have added financial
projections to allow the EOWC and other
stakeholders to understand what the
financial future holds in the year 2020 if
recent trends continue. Second, the White
Papers contain recommendations for
action to address the challenges foreseen as a result of the projections.
Methodology: Projections were made based on simple straight‐line extrapolation from the
actual experience in three time periods: 2000‐2011, 2007‐2009 and 2009‐2011. Most data is
from the annual municipal Financial Information Returns (FIRs).
8

3. Municipalities in Rural Eastern Ontario Manage Nearly $9 Billion in
Infrastructure Assets
At the end of 2011, municipalities in Rural Eastern Ontario held $8.7 billion in capital assets
– valued at cost. Upper/single tier municipalities (counties) are responsible for roughly $3.3
billion of this infrastructure (38% of the total) and lower tier municipalities (townships and
small towns) are responsible for $5.4 billion (62% of the total).
These capital assets, commonly referred to as municipal infrastructure, cover the full range
of services provided by local government and most of these services are mandated by the
Province for delivery by municipalities. They are not optional. For municipal governments in
Rural Eastern Ontario, these infrastructure assets include:
•
•
•
•
•
•
•

Transportation systems (such as roads, bridges, sidewalks, lighting fixtures, guardrails,
maintenance equipment, sand/salt storage facilities)
Health and Long Term Care assets (such as ambulance services and homes for the aged)
Protection Services (such as fire stations or emergency measures centres)
Social housing (such as affordable housing for those with low incomes, disabilities or
other special needs)
Environmental services assets (such as landfills, fleets for waste collection and recycling,
water and sewer systems, water distribution systems, storm water systems)
Community facilities for Culture and Recreation (such as community halls, libraries,
arenas, theatres and parks)
Municipal buildings (for administrative services).

In Rural Eastern Ontario, the types of infrastructure which require the largest initial
investment and the largest maintenance responsibilities tend to be transportation systems
and environmental assets, although for smaller municipalities especially, the cost of
building/purchasing and maintaining any of these assets can be a heavy burden.
Figure 8 ‐ Total Tangible (Physical) Assets by Type ‐ 2011 (At Cost)
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4. Eastern Ontario: A Pattern of Highly Variable Capital Investment
4.1 Total Capital Investments over the 2000‐2011 Period
Total Capital Investments by local governments in Eastern Ontario totalled $4.17 billion
since 2000 and have been highly variable over the past decade, rising from $198 million in
2000 to a peak of $613 million in 2010, then dropping to $388 million in 2011. This period
represents nearly half (48%) of all investment in Rural Eastern Ontario’s infrastructure.
Since 2000, there have been multiple peaks in the region’s capital investment profile – often
coinciding with the availability of infrastructure‐focused matching funding programs – but
the climb from 2005 to 2010 was steep and continuous. Both the volatility in investment
patterns and the more recent upward trend suggest that municipalities act on infrastructure
needs when they have the resources to do so and, particularly in the last five to seven
years, when they have been focusing particular attention on these needs.
Figure 2 ‐ Total Capital Expenditures (All Asset Types)‐ Rural Eastern Ontario

Estimates

4.2 Projecting Expenditure Patterns and Financial Requirements:
If future annual capital investments follow the trajectory of the 2007‐2011 period,
municipalities will be making capital investments of roughly $436 million a year by 2020.
This is because 2007‐2011 is characterized by a sharp increase in the 2008‐2010 period but
falling back down to 2008 levels in 2011. As is described in a later section of this Paper, this
level of capital investment is insufficient to maintain current assets let alone address
infrastructure deficits.
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If instead, future investments follow the
pattern of the 2000‐2011 period in which
capital investment increased by 96%,
municipalities would be making capital
investments of roughly $1 billion a year by
2020. In this case, municipalities would need to
increase capital spending (on all types of
infrastructure) by another $621 million a year
by 2020. This level of infrastructure investment
may well be needed in the years ahead; how it
could be financed is another matter.

In 2011, 57 of the 103 municipal
governments in Rural Eastern Ontario
registered amortization charges higher
than their capital investments in that
year. The number of municipalities with
capital spending that did not at least
match declining values in assets
doubled from 2010. Total amortization
charges in Rural Eastern Ontario in
2011 were $264 million.

4.3 Annual Capital Expenditures – Transportation Services (2000‐2011)
With 69,000 lane‐kilometres of roads and 5,000 structures (bridges and large culverts)3,
Eastern Ontario is responsible for nearly three‐quarters of the region’s roads‐related
infrastructure4 As a result, Transportation Services assets are a major part of municipal
capital investment budgets – far larger than the region’s population might suggest.
Capital investment in Transportation Services (primarily roads and bridges in Rural Eastern
Ontario) totalled $1.6 billion in the 2000‐2011 period, more than a third (38%) of the
region’s total investment. Although the proportion varies year by year, capital investments
in transportation services can account for 45 to 50 per cent of all capital investments in any
given year.
Figure 3 ‐ Capital Expenditures on Transportation Services ‐ Rural Eastern Ontario

3

This information is drawn from the February 2012 Financial Sustainability Update report entitled “Facing Our
Fiscal Challenges”.
4
The balance is the responsibility of the separated cities and towns plus Ottawa.
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Investment in transportation infrastructure has been highly volatile through the 2005‐2011
period, peaking at $244 million in 2010. This is almost certainly a response to capitalizing
on time‐limited cost‐shared investment opportunities associated with federal‐provincial
stimulus funding.
On average, municipalities in Rural
Because investments in transportation
Eastern Ontario spend $150 million
infrastructure are long‐term by nature (major
a year on capital investments in
investments in these assets are expected to have transportation systems and $328 on
a useful life of at least 8‐10 years – often much
operating costs for those systems
longer) – projections based on a ten year time
(total: $478 million a year).
horizon, backward and forward, are likely to be
more useful than those based on a shorter, more volatile period. As a result, if
municipalities in Rural Eastern Ontario continue to make capital investments in their
transportation infrastructure at the same average rate as they did in 2000‐2011, annual
capital investments will reach $187 million a year by 2020. This level of investment would
mean municipalities would need to increase capital spending by an additional $37 million a
year by 2020 just to keep up the investment pace in transportation systems of the past
decade.
Projected capital investment in transportation systems based on 2007‐2011 and 2009‐2011
patterns yield much lower investment patterns through to 2020 and are an example of how
short timeframes create inaccurate predictions of future needs. As will be described in a
later section of this report, even the projection based on the 2000‐2011 period suggests a
level of investment in transportation services that is almost certainly insufficient to maintain
current assets let alone address the backlog/deficit from multiple years of constrained
spending.
Actual and Projected Operating Expenditures on Transportation Services
Because rural municipalities may address a portion of transportation systems maintenance
through operating rather than capital budgets (example: grading roads and applying fresh
gravel, making improvements to drainage or guardrails), a complete picture of annual
investments for maintaining transportation infrastructure must consider the substantial
expenditures made each year through municipalities’ transportation‐related operating
budgets.
On average (over the 2000‐2011 period), municipalities in Rural Eastern Ontario spent $328
million a year on operating costs for transportation systems. A large share of these
expenditures are for such responsibilities as winter control (snow ploughing) or
maintenance of lighting. However, if a quarter (25%) of the transportation services
operating budget is being used to maintain or improve some portion of their roads and
bridges infrastructure, it could be said that total annual investment in the maintenance
and improvement of transportation system assets have been roughly $230 million a year.
($150 million a year in capital budgets and $80 million a year from operating budgets).
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Figure 4 ‐ Operating Expenditures on Transportation Services ‐ Rural Eastern Ontario

Operating Expenditures on Transportation Services
By 2011, transportation services operating budgets for local governments in Rural Eastern
Ontario had reached $426 million a year. This is a 92% increase over the year 2000 with a
40% increase in the 2007‐2011 period alone. (Considering both capital and operating
expenditures, municipalities are spending a combined total of $478 billion a year on
average on their transportation systems.)
If the rate of increase from 2007‐2011 holds for the 2012‐2020 period, local governments in
rural areas of Eastern Ontario will be spending $750 million a year just to operate their
transportation systems and services – this does not include any capital investment. If the
pattern of expenditure evident in 2000‐2011 holds for the balance of the decade, annual
operating expenditures will be roughly $809 million by 2020. On a per household basis,
these expenditures are expected to be $2,103 for each household – nearly double the per
household operating expenditure requirements across the region in 2011 ($1,245).
If 25% of current operating budgets are deployed to support capital maintenance and
improvement, municipalities will be investing $375 million to (re)build or carry out capital
maintenance on transportation system assets each year ($187 million from capital budgets
and $187 million from operating budgets). As is demonstrated in a later section of the
Paper, this is still not enough to address the need for transportation infrastructure
investment in Rural Eastern Ontario.

13

5. Municipal Capital Spending Not Keeping Up to Needs
5.1 Net Book Value of Capital Assets Continue to Decline
Comparing Net Book Value of capital assets (the value after depreciation is taken into account)
to the Capital Cost (the value of the original capital investment) provides a measure of the
degree to which municipalities have been able to invest sufficiently to maintain capital assets.
Municipalities in Rural Eastern Ontario held $8.71 billion in capital assets (valued at cost) at the
end of 2011. After accumulated depreciation is taken into account, the book value of these
assets is $4.97 billion. Using the ratio of these two statistics, Rural Eastern Ontario’s municipal
assets have lost $3.74 billion in value, roughly 43% of their original value. In other words, these
municipal assets are now worth 57.0% of their original value. This is down very slightly from
57.1% in 2009.
Although the timeframe used for projecting to 2020 is limited (just three years of data), the
state of Rural Eastern Ontario’s capital assets (infrastructure) appears likely to continue to
deteriorate in the 2012‐2020 period, dropping by another fifth of a percentage point (to 56.8%)
by the end of the decade. (Note that the same metric for the separated cities and towns is 57.6
% for 2011, projected to drop to 57.4% in 2020.).
Although not a major change in dollar value (roughly $175,000), the limited impact of
significant stimulus funding (2009‐2010) on preservation of capital assets funding suggests that
municipalities need a period of sustained and significant investment to address their capital
infrastructure deficit; it will not be addressed in just one or two years.
Figure 5 ‐ Projected Change in Value of Capital Assets as Measured by Ratio of Net Book Value Divided by Original Cost
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5.2 Municipal Assets Per Household (Net Book Value)
Local governments in Rural Eastern Ontario held $13,169 in assets (at net book value) for each
household in the region at the end of 2011. This was virtually identical to assets per household
in 2010 ($13,163) and up somewhat from 2009 ($12,075). This is likely the result of stimulus
funding in 2009‐2011 period. On a net book value basis, municipal assets per household are
projected to increase slightly across the region by 2020, moving up to $13,894 per household.
This increase would take place if as projected, the number of households in the region rises
more slowly than net capital infrastructure spending (capital investment that exceeds
depreciation).
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6. Capital Infrastructure Deficit Now Stands at $3.74 Billion
6.1 Capital Infrastructure Deficit Continues to Grow
One way to estimate a capital infrastructure deficit is to consider the difference between the
cost of assets and their (depreciated) book value. For municipalities in Rural Eastern Ontario,
that gap is now $3.74 billion (2011) and has risen in each of 2009 and 2010. The increase in the
infrastructure deficit in the 2010‐2011 period ($270 million) represents the annual additional
investment that would have been necessary just to keep the infrastructure deficit at roughly
the same amount.
6.2 $374 Million a Year Required to Address Capital Infrastructure Deficit Over Next 10 Years
If addressed over a ten (10 year) period, the annual capital investment required to address the
accumulated capital infrastructure deficit in Rural Eastern Ontario would be roughly $374
million each year. This amount would be used to rehabilitate or replace infrastructure that has
seen significant deterioration since its original purchase or construction. This amount is in
addition to the investment required to maintain these assets once they are returned to good
condition or to maintain other assets that have not (to date) suffered significant deterioration
(the $4.97 billion in asset value that is not part of the deficit calculation). (See section 6.3 for an
estimate of ongoing capital needs).
Figure 9 ‐ Calculation of Capital Infrastructure Deficit for Rural Eastern Ontario

Figure 10 ‐ Calculation of Average Annual Expenditure Required to Address the Capital Infrastructure Deficit in Rural Eastern
Ontario

Note that roughly $3.0 billion of the total $3.74 billion capital infrastructure deficit is
understood to be for roads and bridges. The 2012 Financial Sustainability Update report
estimated the deficit for roads to be $2.48 billion with $526 million for bridges. This analysis
was based on FIR and other data on the percentage of assets rated as being in good or very
good condition combined with a set of field‐derived assumptions on the costs of rehabilitating
or extending the life of various types of roads and bridges.
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6.3 $700 Million a Year Required to Maintain the Entire Capital Asset Pool
Beyond the resources required to address the accumulated capital infrastructure deficit,
annual capital investments are required for capital maintenance on the entire $8.71 billion
in assets under the care of municipal government.
Replacement cost rather than original cost must be considered when estimating the
financial costs of addressing ongoing maintenance of capital assets The replacement cost of
virtually all municipal assets has increased markedly over the past decade. As a result, this
analysis uses replacement cost of twice the original purchase price. (This is roughly
equivalent to an annual increase in costs of 6.5% since 2000 and helps to take into
consideration that there have been and will undoubtedly continue to be further cost
increases as annual capital investments are made through to 2020. There is significant
anecdotal evidence that the cost of materials and other inputs associated with municipal
services has increased through the 2000‐2011 period) well beyond the Consumer Price
Index for the period.
Applying the replacement cost methodology to the 8.71 billion in capital assets and
assuming renewal on an average 25‐year asset life span, the investment required to
maintain the capital asset base of local governments in Rural Eastern Ontario estimated at
roughly $700 million a year5. Assumptions of longer life spans would yield a lower annual
maintenance cost and shorter life spans would increase annual maintenance costs.
Figure 11 ‐ Annual Investment Requirements to Address annual Costs to Maintain Assets

6.4 Combined Capital Investment Needs Put Total Requirements at $1.074 Billion
If the resources required to address the capital infrastructure deficit ($374 million a year for
10 years) are combined with the resource requirements for regular capital maintenance
($700 million a year for 25 years), the total annual capital requirements to maintain the
infrastructure in Rural Eastern Ontario is $1.074 billion.

5

Original cost x 2, divided by 25 years.
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If the full amount of capital expenditures in 2011 ($388 million) are deducted from the total
$1.074 billion, the additional or new capital expenditures required for both purposes are
$686 million a year. Note that these estimates do not include any provision for growth (new
infrastructure beyond that which municipalities have today).
Figure 12 – Annual Capital Investment Required to Maintain Assets and Address Capital Infrastructure Deficits

Figure 13 ‐ Total Required Capital Expenditures in Rural Eastern Ontario ‐ Projected to 2020

Estimates

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2015 2016 2017 2018 2019 2020

To address the existing capital infrastructure deficit AND maintain the $8.71 billion in
municipal capital assets over the long term (25 years), local governments in Rural Eastern
Ontario would have to spend an additional $686 million a year. Recognizing that fiscal 2012 is
already complete and 2013 is now well under way, the projection above shows a rapid ramp‐up
starting in 2014 to the total required expenditure of $1.07 billion a year by 2020. How the need
for these increased expenditures could be addressed is a major challenge for rural
municipalities.
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7. Three Ways For Municipalities to Finance Infrastructure Investments
7.1 Ways to Finance Infrastructure Investments
Municipalities have three ways to finance – or pay for – infrastructure investments:
• Use a portion of annual property tax revenues (or other user fees which would also
be paid primarily by local residents and organizations)
• Draw down reserves (a time‐limited option)
• Take on debt (the principal and interest repayment of which must come from
property tax or other locally‐generated revenues).
None of these methods – or even all three together – is likely to be sufficient to enable
municipal governments in Rural Eastern Ontario to meet their infrastructure investment
needs on their own in the current economic climate or without fundamental changes.
7.2 Property Taxpayer Contributions Reach A Billion a Year; Could Top $1.9 Billion by 2020
Municipal Own Purpose Revenues (local property taxes and user fees and charges)
increased by 97% over the 2000‐2011 period – from $540 million to more than $1.06
billion. If this trend continues, local governments in Rural Eastern Ontario will bring in
$1.90 billion by 2020. This represents incremental revenue requirements of $84 million
every year through to 2020. Even if every dollar of this revenue could be devoted to
direct capital investment or financing costs for debt, this would be insufficient to
address $686 million in additional annual capital investment.
Figure 14 ‐ Property Taxpayer Contributions to Support Local Government in Rural Eastern Ontario
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If total Own Purpose Revenues grew through to 2020 at the 2007‐2011 rate (21% over 4
years) or the 2009‐2011 rate (10% over 2 years), these revenues would be in the $1.54
to $1.57 billion by the end of the decade. On an annual basis, these increases represent
additional contributions of $52 million a year from ratepayers, rising at the rate of 4 to
5% a year – still well above the Consumer Price Index and the increases in incomes that
most people received in the last few years.
Property Taxes Increases Average More Than 6% a Year Across the Region:
Considering just property taxes (not user fees and charges), revenues raised by
municipalities in Rural Eastern Ontario of “own purposes” (to pay for local services) rose
from $409 million in 2000 to $786 million in 2011 – an increase of 92% over the period.
This rate of increase is equivalent to a 6.1% compound annual growth rate (CAGR) over
the entire eleven year period. In a slightly shorter timeframe (2002‐2012), the Consumer
Price Index (CPI) for Canada rose by 21.8%. It is clear that local governments have had to
increase their draw from the local tax base at rates far higher than the CPI.
As is described in the forthcoming Ratepayer Affordability White Paper, roughly three‐
quarters of municipalities in Rural Eastern Ontario exhibit median household incomes
below the provincial average. Unemployment rates tend to be higher in rural areas and
the percentage of income from government transfers (rather than employment
earnings) is significantly higher than for Ontario as a whole. Roughly a quarter of the
region’s labour force works in another census division or county – again, significantly
higher than for the Province as a whole.
Without a change in the economic circumstances of Rural Eastern Ontario, continued
above‐CPI increases in property taxes are not sustainable.
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7.3

Municipalities Face Increasing Pressure to take on Debt to Finance Infrastructure
Between 2000 and 2011, debt held by local governments in Rural Eastern Ontario rose from $125 million to $556 million –
an increase of 345% over the past decade. (The largest percentage increases were in the 2000‐2005 period, leveling off thereafter;
CAGR: 18%). If debt levels continue to rise at the 2000‐2011 rate, local governments will have taken on a total of $2.1 billion
in debt by 2020. If debt levels rise at the more modest rates of 2007‐2011 or 2009‐2011, they levels will reach $850‐$875
million by 2020. It is likely there will be pressure to take on additional debt as a method of financing infrastructure
investments, especially if past patterns of required municipal matches for federal‐provincial infrastructure funding programs
persist.
Figure 15 ‐ Municipal Debt Levels Across Rural Eastern Ontario

Debt Capacity Limit – MMAH: $1.14 Billion
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7.4 Environmental Services Investments Account for Significant Share of Debt
Just 12% ($68 million) of debt currently held by local governments is related to roads and
bridges; wastewater systems account for nearly twice as much ($126 million) with debt for
water works and storm systems of about the same amount6. In other words, debt has been
far more extensively used for environmental services infrastructure than for roads and
bridges. Debt financing is also used extensively to finance social housing7, protection
services, health services, and recreational facility assets. In many cases, municipalities have
an opportunity through user fees and charges to earn back at least some of the revenues
they need to service debt for these assets. This is more challenging for transportation
systems (unless some form of toll charge was introduced). In a sense, financing needs for
roads and bridges – which are substantial – are competing with many other infrastructure
needs for a place in the debt financing queue. As a result, some municipalities may be using
a portion of their transportation systems operating budget for lower‐cost maintenance such
as road grading or smaller drainage improvement projects (See section 4.3).
7.5 Rural Municipalities Are Using Roughly Half of Ministry‐Estimated Debt Capacity
The Ministry of Municipal Affairs and Housing uses a formula based on 25% of Net
Revenues to calculate the annual resources theoretically available to service debt (make
principal and interest payments). Applying this formula to municipal revenues across Rural
Eastern Ontario and using the Ministry’s calculation illustration of seven (7) % interest with
a five (5) year term, the Debt Capacity for Rural Eastern Ontario’s municipal governments in
2011 was estimated to be $1.14 Billion. Given that roughly half of that debt capacity is
already in use (these municipalities are currently carrying $566 million in debt), there is – at
most – $575 million in debt capacity at the municipalities’ disposal.
Remaining debt capacity is not evenly distributed across municipalities. At the end of 2011,
townships and towns (constituent municipalities within two‐tier county systems) held
nearly two‐thirds of municipal debt ($346.7 million or 63% of the total). As a result, they
were paying 63% of debt charges (principal and interest). Based on the MMAH formula for
calculating debt capacity, these municipalities had $586 million in total debt capacity, of
which 59% is currently being utilized. Twenty‐seven (27) municipalities are currently using
75% or more of their debt capacity (as calculated using the MMAH formula).

6

Environmental Services will be considered in detail in the forthcoming White Paper on Environmental
Services, scheduled for release in the fall of 2013.
7
Social Housing will be considered in detail in the forthcoming White Paper on Environmental Services,
scheduled for release in the fall of 2013.
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7.6 Debt Service Costs Could Crowd Out Other Operating Expenditures
Debt must be financed – the principal must be repaid and interest on borrowing must be
paid. In 2011, municipalities in Rural Eastern Ontario paid $69.6 million in principal and
interest payments (debt servicing costs). Two‐thirds of these payments ($45.2 million) are
principal. Nearly two‐thirds ($48.9 million) of the total costs are being born by constituent
municipalities/lower tiers. These are annual revenues from property taxes that could
otherwise go to cover annual operating expenditures.
The annual debt repayment limit for Rural Eastern Ontario as a whole, as derived from use
of the Ministry of Municipal Affairs and Housing formula (25% of net revenues) is $234.7
million (2011). Therefore, it can be said that municipalities are using roughly 30% of their
theoretical capacity to service debt ($69.6 million of $234.7 million). However, if
municipalities took on additional debt to fully utilize the estimated carrying capacity, they
would have to find $165 million a year in savings ($234.7 million less $69.6 million) from
their annual operating budgets in order to be able to carry the debt servicing costs. In this
sense, debt service costs could crowd out other operating expenditures on programs and
services that are mandated, expected and valued by citizens.
If debt service costs rise through to 2020 by the same proportion as debt rises (to address
the $2.1 billion projected debt in section 7.3, based on the 2000‐2011 pattern), debt service
costs would increase to roughly $355 million a year. Essentially own purpose revenues
would have to increase at the same pace and all other operating cost increases would have
to follow the same pattern as over the past decade. These rates of increase are not likely to
be sustainable. The most aggressive scenario for Own Purpose Revenues would see them
rise to $1.9 billion by 2020. Total operating expenditures are also expected to rise sharply,
to at least $2.19 billion by 2020 (see Municipal Affordability White Paper for details).
Without significant action on both the revenue and cost fronts, it is unlikely that
additional fiscal room for debt servicing will open up by virtue of higher than expected
revenues or lower than expected expenditures.

24

7.7 Debt Servicing Costs Rising as Percentage of Total Operating Revenue
Based on projections from three historical scenarios, debt servicing costs are expected to
increase by 57% (or about 6% a year) through to 2020 although the increases could be much
higher if debt grows at the rate of the 2000‐2011 period.
For municipalities in Ontario, financial risk from over‐indebtedness is assessed on the basis
of debt servicing costs as a percentage of total operating revenue. Across Rural Eastern
Ontario as a whole, that ratio was 2.5% in 2009, rising slightly to 3.4% by the end of 20118.
As a region, Rural Eastern Ontario would be classified as “low risk” according to the metric
used by the Ministry of Municipal Affairs and Housing for individual municipalities9.
However, this regional ratio is an average of more than 100 municipalities. At the moment,
most municipalities are in the “low‐risk” category. However there are a few with debt
servicing ratios higher than 10% (high risk). Roughly a quarter of municipalities are now in
the moderate risk category (ratios of 5 to 10%).
If the debt trend exhibited in 2000‐2011 continued through to 2020, debt servicing costs
would consume 6.8% of total operating revenue – putting the region as a whole in the
Ministry’s moderate‐risk category. The crossover point for the region as a whole would
likely be in late 2015/early 2016. Before that time, it is likely that growing debt levels – and
higher debt servicing requirements – would begin to pose significant financial difficulties for
some municipalities – especially those that are already in the moderate or high risk
categories.

8

The Ontario Ministry of Infrastructure notes that in 2011, 236 of the Province’s municipalities (57%) spent less than 5% of
their total own‐source revenues to pay debt servicing costs (principal and interest) on long‐term financial obligations. Of
those 236 municipalities, 69 did not have any debt servicing costs. Only 14 small, rural and northern municipalities (3%)
paid more than 15% of own‐source revenues in debt servicing costs. Source:

http://www.moi.gov.on.ca/en/infrastructure/building_together_mis/consultations‐funding.asp
9
In fiscal 2011, 71 municipalities (upper/single and lower tier) were classified as low‐risk (ratio of less than
5%). 25 municipalities were considered moderate risk (ration between 5 and 10 per cent and 6 were
considered high risk (ratios over 10 per cent).
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Figure 17 ‐ Debt Servicing Costs as a Percentage of Total Operating Revenue

26

8. Maintaining or Growing Reserves Will Be Difficult in Years Ahead
8.1 Rural Eastern Ontario Had $686 Million in Reserves at the End of 2011
At the end of 2011, municipalities in Rural Eastern Ontario had total reserves of $686
million, split between three types of reserve funds:
Obligatory Reserves
Discretionary Reserves
Reserve Funds
Total

$120 million (earmarked for specific purposes by legislation)
$102 million
A report by the Ministry of
$464 million
Municipal Affairs and Housing
(May 2012) indicated that total
$686 million
Municipal Reserves in Eastern

Discretionary Reserves and Reserve Funds are used to
Ontario (rural and urban local
manage cash flow for operating and capital
governments) was $2.6 Billion.
Just $686 million of those
expenditures within a fiscal year, to respond to in‐year
reserves are held by Rural
emergencies, and sometimes to provide the municipal
Eastern Ontario.
match for infrastructure funding programs. As a result,
The regional reserves balance for
the combined total for Discretionary Reserves and
Eastern
Ontario as a whole was
Reserve Funds ($566 million at the end of 2011)
the lowest of any Ontario region.
represent a reasonable estimate of the amount of
reserve funds that local governments would have available for investment in capital
infrastructure. Note that at $566 million, Rural Eastern Ontario has roughly 29% more
reserves than the separated towns and cities in the region ($439 million). However, Rural
Eastern Ontario also has much more capital infrastructure to maintain ($8.7 billion
compared to $5.3 billion), particularly transportation assets (roads and bridges) and
environmental assets (e.g. water and sewer)10.

10

Rural Eastern Ontario has $7.08 billion in these two asset categories compared to $4.16 billion for separated cities and
towns.
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8.2 Rural Eastern Ontario May Have $845 Million in Discretionary Reserves by 2020
Projections for the total Discretionary Reserves and Reserve Funds likely to be available in 2020 suggests that local governments
may have roughly $845 million in these two types of reserve funds. This is based on the growth rate in the 2007‐2011 period and
would reflect a 49% increase over 2000. While this may seem like a healthy rate of increase, increased reserves will be needed to
cash flow $2.2 billion in annual operating expenditures projected for that same year as well as capital expenditures – even
without major infrastructure invests. And as operating budgets become ever tighter, there will be pressure to minimize or
eliminate any contributions to reserves from small surpluses that may arise from time to time. Further, there will be
considerable pressure on municipalities to use existing reserves to finance capital investment requirements of nearly $1 billion a
year. The reserves projected to be available by 2020 would cover just one year of infrastructure investment and then the
cupboard would be bare. In addition, municipalities would have no ability to cash flow their operations.
Figure 18 ‐ Discretionary Reserves and Reserve Funds ‐ Rural Eastern Ontario 2000‐2020
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9. Taking Action on Municipal Infrastructure
Affordable municipal infrastructure will require local governments to change the trajectory
of the costs and methods associated with infrastructure investment and maintenance as
well as the revenues available for infrastructure purposes. The following recommendations
cover some actions that local governments might take on their own or through the EOWC,
as well as those which might be undertaken in partnership with upper levels of government.
Recommendations for EOWC and Constituent Municipalities:
E‐1: It is proposed that the EOWC continue to actively support the development and
implementation of a regional economic development strategy, with the long‐term
objective of stimulating growth as well as jobs across the region, which will in turn
stimulate growth in the region’s tax base.
E‐2: It is proposed that the EOWC create a regional infrastructure task force to explore ways
to reduce the need for future infrastructure investments, reduce maintenance costs for
existing infrastructure, and manage required infrastructure as efficiently as possible.
E‐3: As part of the regional infrastructure task force, It is proposed that the EOWC lead the
creation of a transportation infrastructure renewal network comprised of municipalities
in Rural Eastern Ontario, to explore (among other topics) possible cost savings through
collaborative action (examples: reducing costs through larger tenders and equipment
sharing) and greater use of techniques to extend the life of existing assets. (A
description of this network is contained in Appendix A.)
E‐4: It is proposed that all municipalities in Rural Eastern Ontario be encouraged to ensure
that their Asset Management Plans are complete by the end of 2013 as required.
Recommendations for the Province of Ontario:
U‐1: It is proposed that the EOWC work in partnership with the Province of Ontario to design
and to implement as soon as possible a permanent, predictable, non‐competitive
infrastructure fund designed specifically for small, rural and remote areas (See Appendix B
for recommended design parameters).
U‐2: It is proposed that the Province of Ontario continue implementation of the social services
upload to 2018, thereby providing additional fiscal capacity for municipalities to address
infrastructure maintenance needs as well as assisting in the provision of other critical
municipal services.
U‐3: It is proposed that the Province of Ontario provide Eastern Ontario municipalities that
have significant Crown lands or other lands with assessment constraints (e.g. managed
forests, farmland, aggregate sites etc.) within their jurisdictions with compensation
reflecting these property‐based limitations. The compensation could be a Payment‐in‐Lieu
or an annual share of revenues accruing to the Province from these lands (e.g. royalties
from stumpage fees). This compensation would be in recognition of the service provided by
municipalities in building and maintaining roads and bridges, and providing emergency
services for these tax‐exempt lands.
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Appendix A: Description of Transportation Infrastructure Renewal Enterprise (TIRE)
Background: In the course of bringing forward recommendations from the 2012 Financial
Sustainability Update Project (Facing Our Fiscal Challenges), the EOWC received the
suggestion that a new virtual provincial‐rural network, known as the Transportation
Infrastructure Renewal Enterprise (TIRE), be created with the following scope of work:
• Share expertise and experience on the optimal use of road life extension techniques in
rural areas
• Compare approaches to use of pavement condition indices (PCIs) or other methods for
assessing the condition of transportation assets
• Increase utilization of more extensive joint tendering to increase the average size of
tenders, make more effective use of equipment brought into/across the region
• Develop the best ways to maintain roads and bridges downloaded by the Province in
1998
• Develop recommendations for the best ways to address bridge infrastructure
requirements (e.g. reconstruct vs. extend life/reinforcement decisions; multi‐year
financing mechanisms.
The reasons for the recommendation were: a) the large and dominant role that roads and
bridges play in the infrastructure responsibilities of rural municipalities and the regional
economy (roads and bridges are the region’s transit system), b) anecdotal evidence
suggesting that many municipalities have developed ways of managing rural transportation
systems that might be of benefit to their colleagues in other municipalities, and c) rural
areas may have conditions and circumstances which a province‐wide organization such as
OGRA might not have the resources to address.
Membership: It is proposed that such a network be open to upper and lower tier
municipalities with transportation services responsibilities and that collaboration with the
Ontario Ministry of Transportation be sought to exchange ideas and information that would
be applicable in conditions common across Rural Eastern Ontario (e.g. topography that
makes road construction and drainage more challenging, large proportions of surface‐
treated roads, effective new pavement mixes, conditions under which pavement recycling is
technically possible and cost‐effective, addressing increased average annual daily traffic
(AADT) due to seasonal traffic or proximity to major urban centres.)
Governance: It is proposed that TIRE would convene quarterly at different points around the
region based on an agenda that facilitated presentations, discussions or working sessions
within the scope of work described above. It is expected that TIRE would be self‐funded
with municipalities participating on a voluntary basis and volunteering to host the gathering
if they have the facilities to do so. The EOWC could consider small amounts of funding to
TIRE to cover the costs of presenters’ travel or basic refreshments for meeting participants.
It is further proposed that participation be open to representatives of single/upper or lower
tiers within EOWC boundaries, and that MTO be offered a standing invitation to participate
in the events. It would be necessary to have a small executive team to launch and provide
oversight for TIRE. At least initially, the executive team could be drawn from Roads
Superintendents with an interest in making a regional contribution.
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Appendix B: Recommendations on a Permanent Infrastructure Fund:
The Eastern Ontario Wardens Caucus (EOWC) recommends that the Province of Ontario design
its proposed infrastructure fund for small, rural and Northern areas with the following
principles in mind:
P‐1: Allocate sufficient resources to the infrastructure program to make a real impact.
If the Province determines to establish the permanent fund at $100 million a year, the
EOWC recommends that the Province also target to move total program funding to a
minimum of $250 million a year by 2017 and $350 million a year by 2020. This scale‐up
recommendation is offered with an appreciation for the province’s current fiscal
circumstances and is contingent upon definitions of “small, rural and Northern” as
suggested in recommendation P‐2.
In presenting this recommendation, the EOWC is mindful of the scale of past provincial
support for infrastructure ($750 million a year via the Ministry of Transportation and $1
billion a year in conditional infrastructure funding). The EOWC notes that relatively few of
the municipalities in Rural Eastern Ontario derive benefit from the provincial gas tax funding
program. However, because of differences in program design, federal gas tax funding
provides the region’s rural municipalities with more than $40 million a year. The design of
Ontario’s proposed infrastructure funding program should deliver at least as much targeted
support for small/rural municipalities in Eastern Ontario. This could be considered on the
basis of a proportion of annual infrastructure funding through the proposed fund (e.g. 40%
of $100 million).
P‐2: Define “small, rural and Northern” to ensure that all three types of municipalities (single,
upper, and lower tiers) found outside of major Ontario cities are eligible for the program
and that lower tier municipalities are able to receive funds directly. The EOWC notes that
responsibility for various types of infrastructure may rest with the upper tier, the lower tier
or a combination of the two. Eligibility definition(s) must reflect this diversity in
responsibility for infrastructure.
The EOWC recommends that population density be considered as the definition of “small,
rural” and that for the purposes of design of the proposed infrastructure fund, eligible
municipalities would be any upper or single tier municipality with population density of
50 persons per square kilometre or less. In the case of two‐tier municipalities (counties),
any lower tier municipality within a county with an overall population density of 50 persons
per square kilometre or less would be considered eligible for infrastructure funding and
could receive funding directly according to the allocation formula proposed in
recommendation P‐6.
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The EOWC believes that population density is an effective, easily verifiable measure
through which municipalities with small populations and large geographic areas of service
can be targeted. These are the municipalities for which the Ontario Ministry of
Infrastructure expressed concern11 related to per capita or pure population‐based models;
the EOWC shares these concerns. Getting the eligibility condition(s) right would also ensure
that the proposed permanent infrastructure fund is focused on those municipalities that do
not have transit systems as defined by the Provincial Gas Tax funding program.
P‐3: Make the fund permanent, with predictable timelines for receiving and reporting on use of
the allocated resources. A permanent fund will encourage annual and multi‐year planning
with corresponding improvements in tendering processes and securing services at
reasonable costs. A permanent fund will allow both the Province and the municipalities to
capitalize on comprehensive Asset Management Plans.
P‐4: Make the fund non‐competitive. To capitalize on recently‐completed Asset Management
Plans and the annual construction cycle, the EOWC strongly recommends an allocation‐
based system (similar to the Federal Gas Tax Program) rather than a competitive one. An
allocation‐based system allows municipalities to deploy their staff and financial resources to
preparatory work that will be utilized – sometimes over several fiscal years – as the
allocated funding becomes available. The uncertainty of an application‐based system would
contradict the Province’s encouragement for more effective long‐term asset management
and maintenance, and puts municipalities at a serious disadvantage when tendering for
construction work.
P‐5: Make the fund predictable – both in the amount of funding available in any given fiscal
year and the allocations to individual municipalities. Municipalities need to know that a
permanent fund will have at least the same monies available for allocation in successive
fiscal years. Variations to the available funding each year will change the allocations to
individual municipalities and negate at least some of the planning benefits associated with a
permanent fund. In addition, predictability as to availability of funding within the fiscal year
is also important. The infrastructure funding should flow as early in the fiscal year as
possible to help municipalities make the best use of those resources in the busy, highly‐
competitive Canadian construction season.
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Ontario Ministry of Infrastructure: “The benefits of any program should also be considered in light of the
amount of provincial funding available and the large number of rural and small communities in Ontario: the
more municipalities receive funding, the smaller the grant each receives. The resulting grant amounts may be
insufficient for municipalities to proceed with key projects.
An example of an entitlement program is one that distributes funds based on a population threshold. While
this type of funding is stable and predictable, infrastructure needs are not determined by population size
alone. For example, a community that covers a large area with an extensive road and bridge network with a
relatively low population would be disadvantaged under a population‐based model. An entitlement formula
that accounts for the size and condition of municipal assets would allow funding to be better targeted to
needs.” Source: Ontario Ministry of Infrastructure – MIS (MIII):
http://www.moi.gov.on.ca/en/infrastructure/building_together_mis/consultations‐funding.asp
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P‐6: Apply a transparent allocation formula that reflects a) the municipality’s ability to pay,
and b) the scale of its infrastructure responsibilities. The EOWC expresses its willingness to
work with the Province on a simple formula that allocates available funds across all eligible
municipalities based on the extent of that municipality’s infrastructure asset base
(considering all types of capital assets). As the Ontario Ministry of Infrastructure has
noted12, Net Book Value is a simple measure of municipalities’ infrastructure
responsibilities, the data for which is submitted to the Province each year as part of the
(audited) Financial Information Return (FIR). The EOWC recommends that allocation of the
proposed fund be made based on each municipality’s share of the total infrastructure
assets held by eligible municipalities, measured by Net Book Value. (For instance, if the
Net Book Value of a municipality’s capital assets is 1% of the total Net Book Value of assets
held by all eligible municipalities, that municipality would receive 1% of the annual funding
from the proposed fund.)
Municipalities must also commit to using funds received for infrastructure maintenance/
improvements above a threshold/baseline representing past investments. For example, the
baseline might be set using a multi‐year baseline of past expenditures. Municipalities must
commit to using these funds for infrastructure investments (largely maintenance of existing
assets) beyond the levels they have been able to make in past. These commitments to use
of allocated funds would reference municipal infrastructure needs as set out in their Asset
Management Plans.
It is further proposed that the Province of Ontario develop or design a feature into its
proposed infrastructure funding program that will provide a funding supplement for
municipalities making capital investments in roads and bridges that were part of the 1998
download. The detailed information on such roads and bridges is well‐known to both the
Province and the municipalities involved so the baseline data is easily verifiable. Where
roadways run through multiple municipalities, the funding supplement could be contingent
upon a collaborative approach by multiple municipalities.
P‐7: Give municipalities the responsibility to set their own priorities, based on a completed
and municipally‐approved Asset Management Plan. Bill 92, passed into law in June of 2005
as the Municipal Law Amendment Act 2005, enshrined in law a Memorandum of
Understanding (MOU) between the Province of Ontario and the Association of
Municipalities of Ontario (AMO) that committed the Province to co‐operating with local
governments on issues that affect municipalities. The EOWC suggests that priority‐setting
on local infrastructure funding needs – which should be evident in Asset Management Plans
– is consistent with this principle and reflects the diversity of municipalities across Ontario.

12

The Ontario Ministry of Infrastructure notes that many municipalities have less than half of the value of
their core assets remaining (Net Book Value 2011). Source:
http://www.moi.gov.on.ca/en/infrastructure/building_together_mis/consultations‐funding.asp
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P‐8: Ensure accountability for use of public funds by requiring that funding be used to
implement initiatives or plans which are referenced in the municipality’s Asset Management
Plan. The only exceptions to this condition would be for emergency repair work or disaster
recovery (e.g. damage from floods, fires or other natural disasters), which are presumably
not predictable. The funding allocation should be portable, to allow municipalities to carry
funds forward for a maximum of three (3) years, thereby facilitating large projects which
cannot be accomplished in a single fiscal year. Such large projects must be referenced in the
municipality’s Asset Management Plan.
P‐8: Use a simple, straightforward report on disposition of funds, preferably with definitions,
descriptions and budget lines that are consistent with data that municipalities submit with
their annual Financial Information Return (FIR) or that are utilized by the federal census.
Using data from validated sources also saves municipal and provincial staff time and avoids
confusion. For example, Eastern Ontario municipalities have found the approach taken to
reporting on infrastructure funding through the Federal Gas Tax program to be effective but
not onerous in terms of staff time to complete. The report on disposition of funds should
follow project implementation and be held to the same degree of scrutiny as applies for a
FIR (since infrastructure expenditures would be audited by the municipality’s auditor).
As the fund is established, the EOWC commits to work with the Province of Ontario to
publicly recognize and give credit to the provincial government for its action on rural
infrastructure and the improvements that take place across Eastern Ontario as a result.
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1. Executive Summary
Total operating expenditures for local governments in Rural Eastern Ontario (including upper,
single and lower tier municipal governments) rose dramatically in the 2000‐2011 period,
increasing by 65% and reaching $1.84 billion a year. At this rate, total operating expenditures
will reach $2.8 billion by 2020. The rate of increase slowed somewhat in the 2007‐2011 period
compared to earlier in the decade. However, even at the slower rates of growth, total annual
operating expenditures are projected to reach $2.24 billion by 2020, up by $440 million from
2011. This means that each and every year through to the end of the decade, operating budgets
for local governments in the region’s rural areas will rise by roughly $50 million.
Expenditures for four major services (Transportation Services, Protection Services,
Environmental Services, and Health and Emergency Services) all rose by more than 80% since
2000 – several more than doubled in that timeframe. The uploading of a larger share of costs
for Social Services has flattened the growth curve for expenditures related to Social and Family
Services and is providing roughly $100 million in annual budget flexibility for municipalities –
about 5% of total expenditures. Given that continued increases in other areas of services
totalling at least $690 million a year are expected by 2020, the much‐appreciated upload may
assist with 15‐20% of the anticipated increases.
Operating expenditures have grown faster than the region’s household or population growth
(11.3% and 13.5% respectively since 2000). Roughly 15‐20% of expenditure growth (roughly a
quarter of the total growth) could have been driven by population/household growth: at least
80% of expenditure growth is from other sources. Comparing increased expenditures to the
Consumer Price Index, it appears that either the cost of goods and services required to deliver
municipal services has increased by more than the CPI or there are other factors driving costs.
These could be changing service levels or eligibility conditions, changes in the costs of materials,
supplies and wages (above the CPI), or regulatory, reporting or other administrative changes.
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On a per‐household basis, combined single/upper and lower tier expenditures average $4,848;
this number is expected to rise to at least $5,478 by 2020 (based on the 2007‐2011 growth
pattern). If the 2000‐2011 pattern prevails, expenditures will be $6,879 per household. This
measure is not the same as property taxes per household but is considered an indicator of the
major role that local governments have in direct delivery of mandated public services.
Five services (Transportation Services, Protection Services, Environmental Services, Health and
Emergency Services, and Social and Family Services) account for expected to account for 88% of
all municipal expenditures by 2020. Two of those services – Transportation Services and
Protection Services – are likely to account for more than half (53%) of municipal expenditures
by the end of the decade.
Locally‐generated “Own Purpose Revenues” (property taxes and user fees/charges) have been
rising faster than the Consumer Price Index since 2000, with property tax revenues up by 92% –
well above the 22% rise in the CPI in a similar timeframe. Own Purpose Revenues come
primarily from local property taxes (75%) with user fees and charges accounting for the
remaining 25%. Own Purpose Revenues are expected to reach at least $1.57 billion by 2020
with property tax revenues increasing to $1.18 billion.
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Rural Eastern Ontario had 37% of the region’s taxable assessment within its boundaries in
2011 (according to municipal Financial Information Returns filed in that year), with a 79%
increase projected through to 2020. It appears that real growth in the assessment base of
Rural Ontario averages 2% – or less – each year, and accounts for at most 20% of the total
growth in assessment value over the past decade. The majority of the increase in the tax base
(80‐85%) comes from rising property values, reflected in regular reassessments by the
Municipal Property Assessment Corporation (MPAC). It is not clear if either property values will
continue to rise or if real growth will continue at 2% a year.

?

One reason for the modest gains in real assessment growth is the limited ability of
municipalities in Rural Eastern Ontario to stimulate development and generate tax revenues
from most of the land area in the region. The presence of large tracts of Crown land, lands that
are part of the farm land tax program or the forest tax program, or that are protected because
they are waterways, provincially‐significant wetlands, or areas designated for species at risk,
means that local governments are only able to obtain full assessment value from less than 25%
of the rural region’s 45,000 square kilometres. Crown lands alone are estimated to represent
foregone income of $145 million a year in local property tax income.
The tax base available to local governments is heavily reliant on residential assessment; nearly
90% of the region’s assessment is residential and this is projected to increase to nearly 92% by
2020. Since residential property taxes are paid out of personal incomes – and if incomes do not
rise at the same rate as property taxes – the cost of municipal services will be an increasingly
heavy burden for residential ratepayers. Keeping municipal government services affordable will
therefore be a continuing and increasingly acute challenge in Rural Eastern Ontario.
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Recommendations
Affordable municipal government will require local governments to change the trajectory of
both service delivery costs and the revenues available to pay for these services. The following
recommendations cover some actions that local governments might take on their own or
through the EOWC, as well as those which might be undertaken in partnership with upper
levels of government.
Recommendations for EOWC and Constituent Municipalities:
E‐1: It is proposed that the EOWC explore mechanism(s) for additional shared procurement of
bulk products or materials.
E‐2: It is proposed that the EOWC continue to encourage EORN to explore the development of a
mechanism for shared information, communications and technology (ICT) services, starting
with management of servers for municipal administration. (For example, local governments
could ultimately create a “cloud” for local governments in Rural Eastern Ontario). These
opportunities would be evaluated on the basis of their potential for reducing costs without
negatively affecting customer service.
E‐3: It is proposed that the EOWC continue to encourage EORN to investigate and provide
leadership to deployment of new, internet‐based technologies that would contain or reduce
municipal costs in services areas experiencing significant annual increases in operating costs
(example: health and emergency services).
E‐4: It is proposed that the EOWC provide leadership in the development and implementation
of a region‐wide program to assist local governments in rural areas with evaluation and
introduction of measures to control operating costs for provision of transportation services
(examples: advanced approaches to maintenance of transportation systems, use of remote
monitoring technologies, additional inter‐municipal agreements on winter control). [See
related recommendation on a transportation infrastructure renewal network in Municipal
Infrastructure White Paper]
E‐5: It is proposed that the EOWC provide leadership in exploring whether there is a business
case for having some administrative, technical or other similar municipal services delivered by a
(third party) service body acting on behalf of multiple municipalities.
E‐6: It is proposed that the EOWC continue to actively support the development of a region‐
wide economic development strategy with the long‐term objective of stimulating growth as
well as jobs across the region, which will in turn stimulate growth in the region’s tax base. The
ultimate goal is to increase total assessment as well as the proportion of assessment from
industrial, commercial and institutional operations. (This same recommendation is found in the
Municipal Infrastructure White Paper).
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E‐7: It is proposed that the EOWC continue to work cooperatively with provincial and federal
authorities to obtain an agreement related to the Algonquin land claim. Once an agreement is
in place, it is proposed that the EOWC work collaboratively within the Algonquin Nation to
identify and pursue opportunities for economic development benefiting the Algonquins and the
region as a whole.
Recommendations for the Province of Ontario:
U‐1: It is proposed that the Province of Ontario continue to implement the social services
upload to the original end date of 2018.
U‐2: It is proposed that the Province of Ontario provide Eastern Ontario municipalities that
have significant Crown lands or other lands with assessment constraints (e.g. managed forests,
farmland, aggregate sites etc.) in their jurisdictions with compensation reflecting these
property‐based limitations. The compensation could be a Payment‐in‐Lieu or an annual share of
revenues accruing to the Province from these lands (e.g. royalties from stumpage fees). This
compensation would be in recognition of the service provided by municipalities in building and
maintaining roads and bridges, and providing emergency services for these tax‐exempt lands.
[This same recommendation is found in the Municipal Infrastructure White Paper]
U‐3: It is proposed that the Province of Ontario be encouraged to leave as‐is the provision of
Regulation 284‐09 regarding exclusion of depreciation expenses from annual budget processes.
U‐4: It is proposed that the EOWC work in partnership with the Province of Ontario to design
and implement as soon as possible a permanent, predictable non‐competitive, infrastructure
fund designed specifically for small, rural areas. While intended to increase access to capital for
infrastructure investments, the EOWC anticipates this funding will have multiple positive
impacts on operating budgets as well. [See Municipal Infrastructure White Paper for
recommended design parameters for the proposed fund.]
U‐5: It is proposed that the EOWC encourage and support the Province of Ontario in its
continued efforts to contain the growth in program and service delivery costs, including those
that are mandated to municipal government (examples: joint and several liability, interest
arbitration).
U‐6: It is proposed that the EOWC encourage the Province of Ontario to simplify and increase
the predictability associated with funding formulae for services mandated to municipal
governments. The EOWC further recommends that the formula for funding long term care be
the first formula to be reviewed.
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U‐7: It is proposed that the EOWC support the efforts of the Regional CAOs and Treasurers’
Group to bring forward recommendations to the Province of Ontario regarding streamlining
provincial accountability reporting requirements. It is further recommended that the EOWC
provide input to those recommendations from the perspective of small rural municipalities. The
objective of such advocacy is to reduce the number, frequency and level of detail in reports
submitted to the Province while still meeting regulatory accountability requirements. These
changes are expected to reduce municipal costs or free up staff time to focus on managing and
delivering services for local ratepayers.
U‐8: It is proposed that the EOWC work with AMO and the Province of Ontario to develop a
strategy which would allow and encourage local governments to introduce non‐tax‐based
revenue generating measures to make their municipalities more financially sustainable. The
first priority could be an examination of ways to leverage existing municipal assets to provide
new revenue streams (examples: outstanding POA monies; per‐ton charge for aggregates).
U‐9: It is proposed that the Province of Ontario broaden its commitment to work with
municipalities on renewable energy development to include determination of appropriate
property tax rates for all types of renewable energy, not just wind turbine towers. This is an
essential companion to the proposed changes to the Feed‐in‐Tariff (FIT Program) which are
intended to engage municipalities and Aboriginal communities in location and siting decisions,
and providing new energy‐related economic development and revenue opportunities for
municipalities and public sector entities.
U‐10: It is proposed that the Province of Ontario modify the terms of the Provincial Gas Tax
funding program to broaden the definition of transit to include alternatives to municipally‐
owned transit, where the municipality has oversight for the alternative approach. Examples
would be private or not‐for‐profit services that operate on a fixed schedule and which are
supported by the municipality, or volunteer services that provide scheduled service for
appointments or meetings at health or social service organizations. These volunteer services
must also be supported by the municipality.
U‐11: It is proposed that the EOWC work with AMO and the Province of Ontario to determine if
there are alternative, cost‐effective ways to deliver services at the local level, and seek
opportunities for pilot programs through which these alternatives might be tested on a cost‐
shared basis in Rural Eastern Ontario.
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2. Introduction
Following the completion of the landmark analysis of the overall financial sustainability of
local governments in Eastern Ontario in February 2012, the Eastern Ontario Wardens
Caucus commissioned several follow‐up projects to:
•
•

Examine selected priority areas in greater detail, and
Update key variables so the work would remain current and could be used with
confidence as a support to future EOWC work.
The EOWC identified five priority areas for further attention, each of which is being
addressed using a White Paper format:
•
•
•
•
•

Municipal Affordability – an examination of operating conditions for municipalities
Ratepayer Affordability – an examination of the financial circumstances of local
economies and the rural residents who bear most of the cost of service delivery
Municipal Infrastructure – an examination of the conditions influencing the overall state
of municipal infrastructure and municipalities’ ability to invest in and maintain these
assets
Social Housing – an examination of the financial circumstances of upper/single tier
municipalities in addressing these community needs, both in terms of local demand for
service and the financial implications of associated capital infrastructure requirements
Environmental Services – an examination of the financial circumstances of single/lower
tier municipalities in addressing these responsibilities, on both the operating and capital
fronts.
Figure 1 ‐ For the purposes of the White Papers, "Eastern
Ontario" was defined as the area bounded by the 13
member governments of the Eastern Ontario Wardens
Caucus and the 90 lower tier municipalities within those
boundaries. The 10 Separated Cities (and Towns) within or
adjacent to those governments, and the City of Ottawa are
not included in these analyses.

The White Papers on Municipal
Affordability and Municipal Infrastructure
are being released in the late summer of
2013 while the Papers on Ratepayer
Affordability, Social Housing and
Environmental Services will be released in
the fall of 2013.

Each of these White Papers has two new
features not included in the original
financial sustainability analysis. First, the
White Papers have added financial
projections to allow the EOWC and other
stakeholders to understand what the
financial future holds in the year 2020 if
recent trends continue. Second, the White
Papers contain recommendations for
action to address the challenges envisaged as a result of the projections.
Methodology: Projections have been made based on simple straight‐line extrapolation from
the actual experience in three time periods: 2000‐2011, 2007‐2009 and 2009‐2011. Most
data is from the annual municipal Financial Information Returns (FIRs).
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3. Rural Municipal Operating Expenditures Could Exceed $2 Billion A Year
3.1 Dramatic Increases in Operating Expenditures in Past Decade, Slowing More Recently
Total operating expenditures for local governments in Rural Eastern Ontario (including
upper, single and lower tier municipal governments) increased by roughly 65% over the last
decade (2000‐2011), reaching $1.84 billion by 2011. (On a compound annual growth rate
basis (CAGR), the annual rate of increase was roughly 4.7% a year over the entire period ,
slowing to less than 1% a year in the 2007‐2011 and 2009‐2011 periods.)
3.2 Operating Expenditures Have Grown Far Faster than Household or Population Growth
Compared to operating expenditure growth of 65% over the 2000‐2011 period, the increase
in the number of households in Rural Eastern Ontario has been 11.3% (according to
municipalities’ Financial Information Returns) in the
Local governments face particular
same period. Just over 370,000 households
challenges to their financial
supported municipal expenditures in 2011, up from
sustainability if expenditures are
333,000 in 2000. Similarly, the population in Rural
rising faster than the sources of
Eastern Ontario has grown by 13.5% since 2000 –
revenue to support them – and for
from roughly 636,000 to 721,000 (2011 census).
municipalities the primary source of
It is clear that at most, 15‐20% of expenditure
income is household‐based
growth is driven by population and household
property taxes. In Rural Eastern
growth; at least 80% of expenditure growth is
Ontario, operating expenditures
driven by other factors.
have increased much faster than
the number of households – or the
3.3 Multiple Non‐Demand Factors Likely Contribute
number of other properties – that
to Increased Municipal Expenditures
support them.
Municipal operating expenditures have grown faster
than the Consumer Price Index (CPI) in the period – the only available comprehensive
measure of changing costs of materials, supplies or wages. For example, CPI for Ontario (all
items) rose by about 22% in the 2002‐2012 period (Statistics Canada). By comparison,
municipal expenditures rose by 47% in the same period. It appears that either the costs of
goods and services required to deliver municipal services has increased by more than the
CPI or there are other factors driving costs. These factors could include changing levels of
service or eligibility conditions, changes in the costs of materials, supplies and wages, or
regulatory and reporting changes. In the case of Rural Eastern Ontario, it is likely that all of
these factors have contributed to the rapid increase in municipal operating expenditures
over the past decade.
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Figure 2 ‐ Total Operating Expenditures ‐ Rural Eastern Ontario
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3.4 Rural Municipal Operating Expenditures Could Grow by $440 Million a Year by 2020
Moderate Growth Scenario: The compound annual growth rate (CAGR) for expenditures in
2007‐2011 was 2.4%; this is the mid‐range for the three time periods used for projections. If
operating expenditures increase at this rate through to 2020, local governments in Rural
Eastern Ontario will be responsible for $2.2 billion in annual operating expenditures. This
projection is considered the moderate growth scenario for operating expenditures and
represents an increase of $440 million over the next nine years (2012‐2020), for which local
governments must find revenues to cover the costs. This means that municipal operating
budgets would go up by additional $49 million each and every year for the next decade.
(Note that this estimate does not include any additional spending on infrastructure; see the
Municipal Infrastructure White Paper for the estimated annual expenditure requirements on
this front.)
If the 2007‐2011 scenario plays out, operating expenditures per household would rise from
$4,848 (2011) to $5,478 in 2020. However, if the 2000‐2011 patterns holds through to the
end of the decade, expenditures per household will reach an average of $6,879 by 2020 Note
that for two‐tier counties, this estimate includes expenditures for both upper and lower tiers.
(For comparative purposes, per‐household expenditures for separated cities and towns in
2011 averaged $6,288 and, if 2000‐2011 growth rates prevail, are projected to increase to
$8,549 by 2020.)
Operating expenditures per household do not automatically translate into property taxes per
household; the taxation impact on any household is dependent on the availability of other
sources of revenue available to pay for services – property tax revenue from non‐residential
sources, payments‐in‐lieu for non‐taxable lands, other user fees and charges, or service‐
based financial support from other levels of government. Operating expenditures per
household is better considered an indicator of the extent of service responsibilities that have
been mandated to the local level of government – responsibilities which are becoming more
challenging, especially for small‐population, large‐area municipalities.
Figure 3 – Total Operating Expenditures Projected to 2020, Based on Rate of Growth in 2007‐2011 Period
Source: FIRs for 2000‐2011; includes upper, lower and single tier governments in each EOWC member jurisdiction

High Growth Scenario: If expenditures increase through to 2020 at the same rate as in 2000‐
2011 (about 4.7% % a year CAGR), local governments in Rural Eastern Ontario will be
responsible for nearly $2.8 billion in annual operating expenditures. This represents an
increase of $960 million over the next nine years. Municipal operating budgets would go up
by an additional $105 million each and every year through to the end of the decade – again,
additional revenue that municipalities must generate each year.
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4. Four Types of Operating Expenditures Grew By At Least 80% Since 2000
Four types of expenditures accounted for two thirds (69%) of all municipal expenditures in
2011 and had different growth trajectories over the 2000‐2011 period.
4.1 Transportation Services, Protection Services Costs Grew By 80% or More in 2000‐2011
•

Expenditures for Health and Emergency Services and Environmental Services both rose
by more than 100% in the 2000‐2011 period. Health and Emergency Services
expenditures rose by $92 million (204%); Environmental Services expenditures rose by
$117 million (104%).

•

Transportation Services and Protection Services rose by at least 80% since 2000 but the
absolute increases in Transportation Services match the combined increases in Health
and Emergency Services and Environmental Services. Transportation expenditures rose by
$205 million (92%) and Protection Services by $109 million (86%).

4.2 Social Services Upload Provides $100 Million in Annual Budget Flexibility
•

Social and Family Services expenditures rose dramatically from 2000 to 2009 (from $328
million in 2000 to $443 million in 2009 (135% increase). In 2009, when the provincial
upload of a larger share of social assistance costs began, these expenditures began to
decline. By 2011, total operating expenditures for these services had dropped to $345
million just slightly higher than a decade earlier (5% above 2000). The net impact of this
much‐appreciated provincial policy decision has been a gain of roughly $100 million of
annual expenditure flexibility.
In both of 2010 and 2011, these annual municipal cost reductions offset all the cost
increases in the four largest municipal budget lines across the rural regions of Eastern
Ontario. The degree to which this fiscal “room” continues in the future is dependent on
many factors including a) continued implementation of the remaining portion of the
social services upload through to 2018, b) demand and associated costs for other services
in this portfolio (example: long term care), and c) the extent of cost increases in other
service areas. Projections for the four major service areas suggest the annual benefit of
the social services upload to municipalities will reach its maximum of roughly $150 million
a year by 2018. However, projected increases in other service areas are expected to be at
least $690 million. The social services upload is expected to provide budget flexibility for
15‐20% of the cost increases anticipated by 2020.
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Figure 4 ‐ Changes in Operating Expenditures ‐ By Major Service Type
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4.3
Overall Per Household Expenditures Expected to Rise by Roughly 15% by 2020
When all municipal expenditures for both upper/single and lower tier municipalities, local governments in Rural Eastern Ontario
made expenditures of $4,848 in 2011. This number is expected to rise to $5,478 by 2020 – an increase of roughly 15%. This
calculation is based on overall expenditures growing by the 2007‐2011 rate and the number of households growing at the 2000‐2011
rate. Transportation Services and Protection Services are expected to account for more than half (56%) of the per‐household
amount. Note that per‐household expenditures are not the same as per‐household cost since revenues are raised from commercial,
industrial and institutional ratepayers as well as from residential taxpayers.
Figure 5: Summary – Actual and Projected Operating Expenditures by Major Category: 2011‐2020

Service Type

2011
Expenditures
(Actual)

% Increase
Projected to
2020

2020
Expenditures
(Projected)

Per Household
Single/Upper and
Lower Tier
Combined (2011)
$4,848

Per Household
Single/Upper and
Lower Tier Combined
(2020 est.)
$5,478
$6,879

All Expenditures (2007‐11)
(2000‐11)

$1.8 Billion

22%
53%

$2.2 Billion
$2.8 Billion

Transportation Services

$426 Million

76%

$749 Million

$1,247

$2,103

Social & Family Services

$345 Million

?

Min. $359 Million

$935

Min. $897

Protection Services

$235 Million

70%

$402 Million

$637

$1,004

Environmental Services

$230 Million

53%

$351 Million

$621

$878

Health & Emergency
Services

$137 Million

59%

$218 Million

$369

$612

Projected increases to 2020 for overall expenditures (“All expenditures”) are presented based on pro‐rating of the mid‐range percentage
increase (2007‐2011) and the longer‐term pattern (2000‐2011)) Projected increases for major service areas are based on based on the most
reasonable scenario in each case, drawing on the 2000‐2011, 2007‐2011 and 2009‐2011 projections.
Five expenditure types will account for 88% (roughly $1.93 billion) of the total $2.19 billion of anticipated municipal expenditures by 2020
and most of these expenditures are the responsibility of lower or single tier municipalities.
Note that total per household expenditures (all types) for separated cities and towns in 2011 averaged $6,288 and are projected to be
$7,482 by 2020.
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4.4 Actual and Projected Operating Expenditures on Transportation Services
•

By 2011, local governments in Rural Eastern Ontario were spending $426 million a year to
operate their transportation systems and services (primarily roads, bridges, lighting,
guardrails etc.1) This is a 92% increase over the year 2000 with a 40% increase in the 2007‐
2011 period.

•

If the rate of increase from 2007‐2011 holds for the 2012‐2020 period, local governments in
rural areas of Eastern Ontario will be spending $750 million a year to operate their
transportation systems and services.

•

On a per household basis, these expenditures are expected to be $2,103 for each household
– nearly double the per household expenditure requirements across the region in 2011
($1,247).

Note that the capital expenditures associated with rebuilding or replacing transportation
services assets are considered in a separate White Paper on infrastructure. However, it is
likely that some share of annual operating expenditures for transportation services is
currently being used to maintain assets in ways that prolong their useful life or contribute to
major reconstruction efforts.
Figure 6 – Operating Expenditures on Transportation Services – Rural Eastern Ontario: Actual ‐ 2000‐2011; Projected: 2012‐
2020; based on three projection assumptions

1

Transportation services includes Roads (Paved), Roads (Unpaved), Roads (Bridges and Culverts), Roads (Traffic Operations and
Roadside), Winter Control (Except sidewalks and Parking Lots), Winter Control (Sidewalks and Parking Lots Only), Transit
(Conventional), Transit (Disabled and special needs), Parking, Street lighting, Air transportation.
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4.5 Actual and Projected Operating Expenditures on Social and Family Services
•

By 2011, local governments in Rural Eastern Ontario were spending $345 million a year to
pay for social and family services (primarily social assistance and disability support)2. This is
a 5% increase over 2000 with a significant net dampening due to the social services upload
in the 2007‐2011 period. This important policy decision reduced expenditure levels on
social and family services by 18% ($75 million) in that timeframe (2007‐2011).

•

If the annual rate of decrease from 2007‐2011 holds for the 2012‐2020 period (if the
Province continues to upload through to 2020), local governments in rural areas of Eastern
Ontario will be spending $207 million a year to pay for social and family service programs.
This would be well below year 2000 levels. However, at least two‐thirds of the impact of the
social services upload has likely already been felt and costs in other areas of this portfolio
are likely to increase in the coming years (in part due to demographic changes affecting
services for older citizens). As a result, the long‐term pattern is more likely to be the
benchmark for municipal planning purposes. As a result, local governments will likely be
spending at least $359 million a year on social and family services by 2020.

•

On a per household basis, these expenditures are projected to be at least $897 for each
household – roughly equivalent to 2011 ($937). This projection reflects the effect of growth
in the number of households but not service‐related demographic changes within the
population.
Figure 7 ‐ Operating Expenditures on Social and Family Services

?
2

Social and family services include: General assistance, Assistance to aged persons, Child care.
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4.6 Actual and Projected Operating Expenditures on Protection Services
•
•
•

By 2011, local governments in Rural Eastern Ontario were spending $236 million a year to
pay for protection services (example: policing services)3. This is an 86% increase over 2000
with a 20% increase in the 2007‐2011 period.
If the rate of increase from 2000‐2011 holds in the 2012‐2020 period, local governments in
rural areas of Eastern Ontario will be spending $402 million a year to pay for protection
services.
On a per household basis, these expenditures are expected to be $1,044 for each household
– up 45% from the 2011 levels ($637).

Figure 8 ‐ Operating Expenditures on Protection Services

3

Protection services includes: Fire, Police, Court Security, Prisoner Transportation, Conservation authority, Protective
inspection and control, Building permit and inspection services, Emergency measures, Provincial Offences Act (POA).
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4.7 Actual and Projected Operating Expenditures on Environmental Services
•

By 2011, local governments in Rural Eastern Ontario were spending $230 million a year to
operate their environmental services (primarily waste collection, disposal and diversion,
water and sewer, and waste water treatment)4. This is a 104% increase over 2000. There
was a 14% increase in the 2007‐2011 period and 12% in the 2009‐2011 period.

•

If the rate of increase from 2009‐2011 holds for the 2012‐2020 period, local governments in
rural areas of Eastern Ontario will be spending $351 million a year to operate their
environmental services.

•

On a per household basis, these expenditures are expected to be $878 for each household,
32% above 2011 expenditure levels ($621 per household).

Figure 9 ‐ Operating Expenditures on Environmental Services ‐ Rural Eastern Ontario

4

Environmental services include: Wastewater collection/conveyance, Wastewater treatment and disposal, Urban storm sewer
system, Rural storm sewer system, Water treatment, Water distribution/transmission, Solid waste collection, Solid waste
disposal, Waste diversion.
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4.8 Actual and Projected Operating Expenditures on Health & Emergency Services
•

•

•

By 2011, local governments in Rural Eastern Ontario were spending $137 million a year to
operate their health and emergency services (land ambulance, fire and rescue etc.)5. This is
up 206% over 2000. The rate of increase eased to 13% increase for the 2007‐2011 period
picking up again in the last two years of that period.
If the rate of increase from 2007‐2011 holds for the 2012‐2020 period, local governments in
rural areas of Eastern Ontario will be spending $218 million a year to operate their health
and emergency services. If however, the 2000‐2011 pattern holds, municipal expenditures
for these services will rise to $368 million.
On a per household basis, these expenditures are expected to be $612 for each household,
30% above the 2011 expenditure levels ($369 per household).

Figure 10 ‐ Operating Expenditures on Health and Emergency Services

5

Health services include: Public health services, Hospitals, Ambulance services, Ambulance dispatch (for most municipalities,
this is now a provincial responsibility), Cemeteries.
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4.9 Reporting Requirements Divert Time Municipalities Could Spend on Service Delivery
Each year, municipal governments must fulfill significant provincial requirements for the
services mandated to local governments to deliver. While some of these reports are warranted
– both in light of provincial regulatory oversight of many of the services and the responsibility
that municipalities have to demonstrate accountability for public funds – the number of reports
as well as their frequency and level of detail has become excessive.
In September of 2012, The City of Toronto – a single tier municipality – prepared and circulated
a briefing note summarizing 270 reports that the City submits each year to 11 provincial
ministries..
The report was reviewed by the
Table 11 – Number and Frequency of Reports Submitted to the Province of
Ontario by the City of Toronto each year; Source: “Making Accountability Work Single Tier and Regional
for the Province and Municipalities”, September 2012
Treasurers group, which provided
Frequency
Requests Total Reports
a preliminary indication of the
effort required by municipalities
Monthly
8
96
to track, prepare and submit the
Quarterly
25
100
reports as well as noting some of
the reporting issues, and
Annual
68
68
recommending actions the
Other – as required, semi‐
5
6
Province might undertake to
annual
improve the efficiency and
TOTAL
106
270
effectiveness of reporting.
The City of Toronto estimated that just completing these reporting requirements takes roughly
3 person‐years of work time each year. And this estimate does not include reporting for
provincial capital grants or the additional audit costs to complete the 16 audits required of the
City each year. In light of this data, the Treasurers’ group noted that “the impact is even greater
on smaller municipalities as they do not have the resources available to complete the many
reports.”
While the municipalities of Rural Eastern Ontario have not conducted an exhaustive study of
the number of these reports that are also required from local governments in this region, a
brief review suggests that most of the reports are completed by rural municipalities as well – at
either the upper/single tier or the lower tier, depending where the service responsibility lies.
If each municipality in Rural Eastern Ontario is dedicating just one third of the time
commitment of the City of Toronto (and this is may be an underestimate), at least 100 person‐
years of work are being dedicated to provincial reporting requirements across the
municipalities of Rural Eastern Ontario. Like any other municipal government, those in Rural
Eastern Ontario could use that time to deliver services or plan to improve their services and
overall operations.
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The Treasurers’ group has suggested a review of accountability reporting, with the Ministry of
Municipal Affairs and Housing as a quality clearing house for municipal reporting requirements,
and based on the following principles: consistency, relevance, timeliness, efficiency, accuracy,
and non‐prescriptive arrangements. The Treasurers also called for more government‐wide use
of data already in existence (such as the Financial Information Return), increased use of
electronic reporting whenever accessible for municipalities, and identifying municipal access for
municipalities to submitted data. The Treasurers believe that applying the recommended
principles against existing and new programs should ensure compliance with the Transfer
Payment Accountability Framework.
In addition to addressing these issues, rural municipalities may wonder if the reports they send
are read by or truly useful to the Province for accountability reporting, and whether the
amount of detail in some reports and claims processes is out of proportion to the size of the
grant or transfer.
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5. Locally‐Generated Revenues Rising Faster than Consumer Price Index
5.1 Property Tax Revenues Up by 92% in 2000‐2011 Period
Revenues raised from property taxes by municipalities in Rural Eastern Ontario of “own
purposes” (to pay for local services) rose from $409 million in 2000 to $786 million in 2011
– an increase of 92% over the period. This rate of increase is equivalent to a 6.1%
compound annual growth rate (CAGR) over the entire eleven year period. In a slightly
shorter timeframe (2002‐2012), the Consumer Price Index (CPI) for Canada rose by 21.8%. It
is clear that local governments have had to increase their draw from the local tax base at
rates far higher than the CPI.
Figure 11 ‐ Taxation (Own Purpose Revenues) for Local Governments in Rural Eastern Ontario (2000‐2020) Actual: 2000‐
2011; Projected: 2012‐2020)

The same pattern of revenue increases exceeding the CPI is evident for more recent times.
In the 2007‐2011 period, the rate of increase of property tax revenues slowed slightly, rising
from $647 million to $786 million – an increase of 22%, equivalent to a CAGR of 5.0%. In
that four year period of 2007‐2011, the Consumer Price Index for Ontario (all items) rose by
8.3% for the entire period, with particularly strong increases in 2008 (2.3%), 2010 (2.5%)
and 2011 (3.1%)6. In the last two years (2009‐2011), the rate of increase in property taxes
slowed further in the last two years of the period (2009 to 2011) to 4.8%.
If property taxes continue to increase at the 2007‐2011 rate (CAGR: 5.0%), local
governments will be raising $1.18 billion a year in property taxes – most of which (as is
demonstrated in a later section of this report) are coming from residential property owners.
This would be a 50% increase over 2011.

6

Source: http://www.statcan.gc.ca/tables‐tableaux/sum‐som/l01/cst01/econ09g‐eng.htm
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Growth rates in property tax revenues are reflective of increases in the costs of service
delivery; the apparent need to increase property taxes at rates higher than the CPI would
suggest that the CPI may not be a good measure of the rate at which program/service
expenditures – or the associated revenue requirements of local government – will rise in
the future.
If the CPI is viewed as a target measure for funding increases by the provincial or federal
governments, or by municipalities for the rate of increase in property taxes, local
governments are likely to face a growing gap between expenditures and revenues. In the
past, this gap has often been closed each year by deferring capital expenditures. This
strategy is not sustainable.
5.2 User Fees and Charges Account for a Quarter of Own Purpose Revenues
Municipal fees and charges rose from $131 million in 2000 to $275 million in 2011, an
increase of 110% over the period (slightly higher than the rate of property tax increase).
These fees and charges now make up a slightly larger proportion of locally‐generated
revenues, rising from 24% in 2000 to 26% in 2011. Projections for 2020 suggest that user
fees and charges will comprise roughly the same share of local revenues (25%).
5.3 Own Purpose Revenues Projected to Reach $1.57 Billion By 2020
Total Own Purpose Revenues (property taxes plus user fees and charges) rose from $539
million in 2000 to nearly $1.07 billion in 2011 – a 97% increase over the entire period,
equivalent to a compound annual growth rate/CAGR of 6.35%). The rate of increase in the
2007‐2011 period accounted for 21% of the total with the CAGR slowing to 4.91%). The
CAGR for the 2009‐2011 was slower yet, at 4.86%, with 10% of the overall growth in that
period.
If future revenues increase at the same rate as in 2007‐2011, total Own Purpose Revenues
will reach $1.57 billion by 2020. This would mean a CAGR of 4.43% for each of the next nine
(9) years; local tax levies and other charges would have to increase by $56 million each and
every year. (Note that these increases do not include any provision for additional
infrastructure expenditures beyond those assumed through projection of past patterns.) If
however, future increases track the 2000‐2011 pattern, Own Purpose Revenues will reach
$1.9 billion – an additional $93 million a year (CAGR: 6.7%).
Figure 12 ‐ Projected Increases in Own Purpose Revenues 2012‐2020
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Figure 13 ‐ Own Purpose Revenues ‐ Taxation and User Fees and Charges for Rural Eastern Ontario

5.4 Property Tax Revenues Projected to Reach $1.18 Billion by 2020
If future property tax revenues increase at the same rate as in 2007‐2011, these revenues
will reach $1.18 billion by 2020. This would mean a compound annual growth rate of 4.5%
for each of the next nine years and local tax levies would have to increase by $43 million
each and every year. If future increases track the 2000‐2011 pattern, Own Purpose
Revenues will reach $1.39 billion (CAGR: 6.5%). And if future increases track the 2009‐2011
pattern, Own Purpose Revenues will reach $1.15 billion by 2020 (CAGR: 4.3%).
Figure 14 ‐ Projected Increases in Property Tax Revenues 2012‐2020
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5.5 Continued Increases in Property Taxes Will Strain Ratepayer’s Ability to Pay
As is described in the forthcoming Ratepayer Affordability White Paper, roughly three‐
quarters of municipalities in Rural Eastern Ontario have median household incomes below
the provincial average. Unemployment rates tend to be higher in rural areas and the
percentage of income from government transfers (rather than employment earnings) is
significantly higher than for Ontario as a whole. Roughly a quarter of the region’s labour
force works in another census division or county – again, significantly higher than for the
Province as a whole.
Without a change in the economic circumstances of Rural Eastern Ontario, continued
above‐CPI increases in property taxes are not sustainable.
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6. Real Growth in Local Assessment Extremely Limited Over Past Decade
6.1 Profile of Assessment Base Across Rural Eastern Ontario
Eastern Ontario municipalities – rural, separated cities and towns, and the City of Ottawa –
reported $228 billion in taxable assessment through their Financial Information Returns. Of
that total, $83.5 billion (36.6%) lies within the area of Rural Eastern Ontario. Another $35.2
billion (15.4%) lies within the boundaries of the separated cities and towns, and the balance
($109.5 billion or 48.0%) lies within the boundaries of the City of Ottawa. (MPAC data for
2012 sets the total assessment in Rural Eastern Ontario at $107.8 billion, reflecting the
application of the latest reassessment to the assessment base as well as modest real growth
in the tax base in 2012. These trends are discussed in more detail in the following section of
this Paper7.)
Despite being responsible for service delivery and infrastructure maintenance in an area
that comprises 80% of the region’s geography, municipal governments in Rural Eastern
Ontario have just over a third of the assessment base from which to draw tax revenues.
If total tax assessment increases through to 2020 at the same rate as in 2007‐2011, the
assessment base in Rural Eastern Ontario will rise to roughly $145 billion. This represents
an overall increase of 79% (CAGR: 6.32%) However, as will be described in the following
section, most of this increase is likely to come from rising property values rather than real
growth in the assessment base. And the degree to which property values will continue to
rise at historically strong rates is unknown.
Figure 15 ‐ Total Assessment ‐ All Types ‐ Rural Eastern Ontario

?

7

There are also some variations in the way that individual municipalities report assessment data on their Financial Information
Returns (FIRs). The difference between MPAC data and FIR data should disappear when 2012 FIR data is consolidated and
analyzed.
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Using this historical split between real growth and reassessment growth to project
changes in assessment through to 2020 (based on 2007‐2011 patterns of overall
assessment growth9), the projections suggest that real growth in assessment through
to 2020 will be roughly $9 billion (the difference between $48 billion in 2011 and $57
billion in 2020). The balance of assessment growth (roughly $52.5 billion10) will come
from a continued rise in property values, reflected in reassessments.
Figure 5 ‐ Total Assessment and the Proportion Accounted for by Real Growth ‐ Rural Eastern Ontario ‐ Projected
Using MPAC Data from 2006‐2012

Re‐assessment

9

Total assessment data from municipal 2011 Financial Information Returns was used for projections. These differ from MPAC
data from 2012 due to incorporation of reassessment in 2012 data and some variation in how municipalities show assessment
for particular classes in their FIRs.
10
Calculated from the difference between $145 billion ‐ $83.5 billion, then deducting the share that is real growth ($9 billion) =
$52.5 billion.
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6.4 Nearly 90% of the Region’s Assessment Base is Residential
The reliance of local governments in Rural Eastern Ontario on residential assessment
(rather than a strong presence of commercial, institutional and industrial assessment) has
become more prominent over the 2002‐2011 period, rising from 85.8% to 89.1% of total
assessment (increased reliance of 3.3%).
In the same period, reliance on residential assessment in the separated cities and towns
rose slightly from 78.0 to 78.3%. The City of Ottawa saw decreased reliance on residential
assessment, dropping from 78.4% to 77.2%. In other words, across virtually all of Eastern
Ontario, reliance on residential assessment increased over the past decade.
Figure 18 ‐ Percentage of Rural Eastern Ontario Tax Base That is Residential

6.5 Regional Reliance on Residential Assessment Projected to Increase to 2020
If the reliance trend in Rural Eastern Ontario in the 2007‐2011 period continues through to
2020 (increasing by 0.3% a year), these municipalities will see 91.5% of their assessment
being residential by the end of the decade. This means that an even larger share of the cost
for delivering local services will be borne by residential property owners or tenants in
apartments.
By 2020, non‐residential assessment in Rural Eastern Ontario is projected to drop to 8.5% of
total assessment, down from 14.2% in 2002. This would be roughly a third of the proportion
of the separated cities and towns in Rural Eastern Ontario. Non‐residential assessment is
expected to virtually identical in 2020 as it was in 2011 ($8.85 billion).
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Figure 19 ‐ Percentage of Total Assessment that is Residential

The following MPAC data (2011 Roll for Tax Year 2012)11 for Rural Eastern Ontario show that:
• Commercial and industrial assessments combined are just 6.3% of the region’s assessment
base (compared to 16% for the province as a whole).
• Farmland and managed forest account for 5.2% of the assessment base (but are not fully
taxable). The provincial average is 2.3%.
• The region is heavily reliant on residential assessment (84.2%).
Comparative data from MPAC for Rural Eastern Ontario and the Province of Ontario shows that
across the province, 75% of total assessment is residential. Rural Eastern Ontario can therefore
be considered to be roughly 10% more reliant on residential assessment than the provincial
average.

11 11

The percentage of total assessment from residential assessment is different when using 2011 FIR data as compared to
2012 MPAC data. There appears to be some variation in how municipalities show assessment for particular classes in their FIRs,
reflecting the proportion of certain lands that are not fully taxable. MPAC assessment data is understood to be based on the
property valuations not taxable status. These differences have a significant impact on calculations related to the dominance of
residential assessment.
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Figure 20 – Distribution of Assessment by Type – Rural Eastern Ontario

Type of Assessment
Commercial
Shopping Centres and Parking Lots
Exempt
Farm
Industrial
Managed Forest
Pipeline, Railway and Utilities
Multi‐Residential
Residential
Total – All Types
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% 2011 for
2012 Tax Year

Assessment
($Billions)

5.1
0.2
3.7
4.8
0.9
0.3
0.9
0.8
83.4
100

$4.72
$0.208
$3.48
$4.45
$0.804
$0.234
$0.818
$0.759
$77.9
$93.4

7. Taking Action on Municipal Affordability
Affordable municipal government will require local governments to change the trajectory of
both service delivery costs and the revenues available to pay for these services. The following
recommendations cover some actions that local governments might take on their own or
through the EOWC, as well as those which might be undertaken in partnership with upper
levels of government.
Recommendations for EOWC and Constituent Municipalities:
E‐1: It is proposed that the EOWC explore mechanism(s) for additional shared procurement of
bulk products or materials.
E‐2: It is proposed that the EOWC continue to encourage EORN to explore the development of a
mechanism for shared information, communications and technology (ICT) services, starting
with management of servers for municipal administration. (For example, local governments
could ultimately create a “cloud” for local governments in Rural Eastern Ontario). These
opportunities would be evaluated on the basis of their potential for reducing costs without
negatively affecting customer service.
E‐3: It is proposed that the EOWC continue to encourage EORN to investigate and provide
leadership to deployment of new, internet‐based technologies that would contain or reduce
municipal costs in services areas experiencing significant annual increases in operating costs
(example: health and emergency services).
E‐4: It is proposed that the EOWC provide leadership in the development and implementation
of a region‐wide program to assist local governments in rural areas with evaluation and
introduction of measures to control operating costs for provision of transportation services
(examples: advanced approaches to maintenance of transportation systems, use of remote
monitoring technologies, additional inter‐municipal agreements on winter control). [See
related recommendation on a transportation infrastructure renewal network in Municipal
Infrastructure White Paper]
E‐5: It is proposed that the EOWC provide leadership in exploring whether there is a business
case for having some administrative, technical or other similar municipal services delivered by a
(third party) service body acting on behalf of multiple municipalities.
E‐6: It is proposed that the EOWC continue to actively support the development of a region‐
wide economic development strategy with the long‐term objective of stimulating growth as
well as jobs across the region, which will in turn stimulate growth in the region’s tax base. The
ultimate goal is to increase total assessment as well as the proportion of assessment from
industrial, commercial and institutional operations. (This same recommendation is found in the
Municipal Infrastructure White Paper).
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E‐7: It is proposed that the EOWC continue to work cooperatively with provincial and federal
authorities to obtain an agreement related to the Algonquin land claim. Once an agreement is
in place, it is proposed that the EOWC work collaboratively within the Algonquin Nation to
identify and pursue opportunities for economic development benefiting the Algonquins and the
region as a whole.
Recommendations for the Province of Ontario:
U‐1: It is proposed that the Province of Ontario continue to implement the social services
upload to the original end date of 2018.
U‐2: It is proposed that the Province of Ontario provide Eastern Ontario municipalities that
have significant Crown lands or other lands with assessment constraints (e.g. managed forests,
farmland, aggregate sites etc.) in their jurisdictions with compensation reflecting these
property‐based limitations. The compensation could be a Payment‐in‐Lieu or an annual share of
revenues accruing to the Province from these lands (e.g. royalties from stumpage fees). This
compensation would be in recognition of the service provided by municipalities in building and
maintaining roads and bridges, and providing emergency services for these tax‐exempt lands.
[This same recommendation is found in the Municipal Infrastructure White Paper]
U‐3: It is proposed that the Province of Ontario be encouraged to leave as‐is the provision of
Regulation 284‐09 regarding exclusion of depreciation expenses from annual budget processes.
U‐4: It is proposed that the EOWC work in partnership with the Province of Ontario to design
and implement as soon as possible a permanent, predictable non‐competitive, infrastructure
fund designed specifically for small, rural areas. While intended to increase access to capital for
infrastructure investments, the EOWC anticipates this funding will have multiple positive
impacts on operating budgets as well. [See Municipal Infrastructure White Paper for
recommended design parameters for the proposed fund.]
U‐5: It is proposed that the EOWC encourage and support the Province of Ontario in its
continued efforts to contain the growth in program and service delivery costs, including those
that are mandated to municipal government (examples: joint and several liability, interest
arbitration).
U‐6: It is proposed that the EOWC encourage the Province of Ontario to simplify and increase
the predictability associated with funding formulae for services mandated to municipal
governments. The EOWC further recommends that the formula for funding long term care be
the first formula to be reviewed.

34

U‐7: It is proposed that the EOWC support the efforts of the Regional CAOs and Treasurers’
Group to bring forward recommendations to the Province of Ontario regarding streamlining
provincial accountability reporting requirements. It is further recommended that the EOWC
provide input to those recommendations from the perspective of small rural municipalities. The
objective of such advocacy is to reduce the number, frequency and level of detail in reports
submitted to the Province while still meeting regulatory accountability requirements. These
changes are expected to reduce municipal costs or free up staff time to focus on managing and
delivering services for local ratepayers.
U‐8: It is proposed that the EOWC work with AMO and the Province of Ontario to develop a
strategy which would allow and encourage local governments to introduce non‐tax‐based
revenue generating measures to make their municipalities more financially sustainable. The
first priority could be an examination of ways to leverage existing municipal assets to provide
new revenue streams (examples: outstanding POA monies; per‐ton charge for aggregates).
U‐9: It is proposed that the Province of Ontario broaden its commitment to work with
municipalities on renewable energy development to include determination of appropriate
property tax rates for all types of renewable energy, not just wind turbine towers. This is an
essential companion to the proposed changes to the Feed‐in‐Tariff (FIT Program) which are
intended to engage municipalities and Aboriginal communities in location and siting decisions,
and providing new energy‐related economic development and revenue opportunities for
municipalities and public sector entities.
U‐10: It is proposed that the Province of Ontario modify the terms of the Provincial Gas Tax
funding program to broaden the definition of transit to include alternatives to municipally‐
owned transit, where the municipality has oversight for the alternative approach. Examples
would be private or not‐for‐profit services that operate on a fixed schedule and which are
supported by the municipality, or volunteer services that provide scheduled service for
appointments or meetings at health or social service organizations. These volunteer services
must also be supported by the municipality.
U‐11: It is proposed that the EOWC work with AMO and the Province of Ontario to determine if
there are alternative, cost‐effective ways to deliver services at the local level, and seek
opportunities for pilot programs through which these alternatives might be tested on a cost‐
shared basis in Rural Eastern Ontario.
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1. Execcutive Sum
mmary
This White
W
Paperr examines the economic circumstan
nces of resid
dents of Ruraal Eastern
Ontario and is inttended as a companion report to tw
wo other Wh
hite Papers on
o municipall
operaating costs and
a revenues, and municcipal infrastrructure, produced by the Eastern
Ontario Wardenss’ Caucus in 2013. By con
nsidering “raatepayer afffordability”, the EOWC iss
d to pay high
her
seeking a better understandiing of the deegree to which ratepayeers can afford
taxess – especiallyy annual tax increases th
hat go beyon
nd the annuaal increases in their
incom
mes.
Sincee many of the costs of local governm
ment are determined by policy decisions and
agreeements mad
de by the Pro
ovince of Ontario, this White
W
Paper compares
c
Ru
ural Eastern
Ontario to the prrovincial aveerage on more than a do
ozen variablees that makee up the
econo
omic profile of a typical ratepayer in
n Rural Easteern Ontario. And becausse major urb
ban
centrres such as Ottawa
O
and Toronto
T
musst manage in
n a similar ecconomic envvironment, this
t
White Paper com
mpares Rurall Eastern Ontario to thosse two citiess to see how
w similar
ratep
payers’ economic circum
mstances are to Rural Easstern Ontario.
Whatt emerges frrom these reegional and comparative
c
e analyses is a profile of Rural Easterrn
Ontario ratepaye
ers that is very different from major urban centrres at the region’s periphery,
as weell as different from the province as a whole. On
n virtually evvery variablee, ratepayerss’ in
Rurall Eastern Ontario are lesss well off, meaning
m
theyy have fewerr resources to
t draw up to
t
pay for their own
n living costss, meet the expenses
e
of educating th
heir familiess or themselvves,
ng back and forth to work – often in
n another mu
unicipality, paying
p
for vital municipaal
gettin
servicces or suppo
orting investtment in municipal infrastructure. It is also clearr that these
patteerns, in relation to Ontarrio as a whole, have perssisted through the recesssion.

A Typiccal Residen
nt of Rurall Eastern Ontario:
O
•
•
•

Averaage personal earnings: $38
8,317; ~ $4,000/year ($330/month)
less than
t
provinciaal average
Largeer share of eaarners in loweer earnings brrackets: $28,2
241
(med
dian); ~$2,200
0 lower than provincial meedian earninggs
One in five (~18%) is a senior citizen
c

•

oming from em
mployment earnings:
e
~67%
%; nearly 10%
% less than
Lower share of income co
provincial avverage (75%)

•

More depend
dent on goveernment transsfers: 15.4% of
o income; higgher than pro
ovincial
average (12.3
3%)

•

f
(25‐64 years)
y
is 55% of total popu
ulation; equal to provincial average
Core labour force

•

n: ~47%;
Lower share of workforcee age population with colleege or universsity education
~10% less than provincial average (57%
%)

•

Higher share
e of workforcee age populattion with trad
des certificatee/diploma: ~1
11.0%; twice
as high as Otttawa (5.5%) or
o Toronto (5
5.2%)

•

Lower shelte
er costs by $330/month for owned hom
mes, but longeer more expensive
commutes (~
~$325/month
h higher cost for
f transportaation)
2

A Typ
pical House
ehold in Ru
ural Easterrn Ontario:
•

Low
wer average household
h
inccome: $75,20
02; ~$10,000//year
($830/month) leess than averaage householld income forr Ontario

•

Largger share of households
h
in
n lower incom
me brackets: $62,909/year
$
r
median income is $3,000/yeaar lower than Ontario as a whole

•

84% of
o residents own their hom
mes (much higgher than pro
ovincial average: 71%)

•

Less choice
c
in houssing (apartmeents, condos)

•

ouseholds carrry most of th
he municipal
Nearlyy 90% of locaal assessment is residential, meaning ho
servicce load

•

Mediaan value of ho
ousing ($232,,925) is $60,0
000 lower than provincial average
a
($300
0,862)

•

Larger share of hom
mes in need of
o major repaair (8.2%) than Ontario (6.6
6%)

Recomm
mendationss to Address Ratepaye
er Affordability
Keeping municipal go
overnment affordable
a
fo
or local ratepayers will require
r
local governmen
nts to
t pay for th
hese
change the trajectoryy of both service deliverry costs and the revenuees available to
services (see
(
EOWC White
W
Paperr on Municip
pal Affordability). Local government
g
s will also neeed
to becom
me more pro
oactive in sup
pporting thee efforts of their own rattepayers to improve
i
thee
economic circumstan
nces of the region,
r
its ho
ouseholds an
nd businessees. This Whitte Paper
contains information
n which will help to guide the forthcoming regio
onal econom
mic developm
ment
strategy project bein
ng undertakeen by the EO
OWC in partn
nership with other regional stakeholder
T following recommen
ndations covver some acttions that local governm
ments might take
groups. The
on their own
o or through the EOW
WC, as well as
a those whiich might bee undertaken
n in partnersship
with upp
per levels of government
g
t.
Recomm
mendations for
f EOWC an
nd Constitue
ent Municipaalities:
E‐1: It is proposed
p
th
hat the EOWC continue to
t actively su
upport the developmen
d
t of a region
n‐
wide eco
onomic deve
elopment strrategy with the
t long‐term
m objective of stimulatin
ng growth ass
well as jo
obs across th
he region, which will in turn
t
stimulatte growth in
n the region’s property tax
base. Thee ultimate go
oal is to incrrease total assessment as
a well as thee proportion
n of assessm
ment
from industrial, commercial and institutional operationss. (This samee recommen
ndation is fou
und
in the Mu
unicipal Affo
ordability Wh
hite Paper).
E‐2: It is proposed
p
th
hat the EOWC continue to
t work with
h the provinccial and fedeeral
governm
ments to build
d awarenesss and utilizattion of the provincial
p
(peermanent) Eastern
E
Ontaario
Developm
ment Fund (EODF) and programs
p
of FedDev acro
oss the regio
on. In particu
ular, the EOW
WC
will a) en
ncourage utilization of th
he EODF Smaall Community/Pilot fun
nding stream
m for businessses
that fall below
b
the 10
0‐employee minimum th
hreshold, an
nd b) suggestt opportunitties to FedDeev
for funding regional initiatives deesigned to sttimulate privvate sector economic
e
acctivity acrosss
Rural Easstern Ontario
o.
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E‐3: It is proposed that the EOWC continue to encourage EORN to investigate and provide
leadership to deployment of new, internet‐based technologies by small and medium‐sized
businesses including but not limited to agriculture, forestry, manufacturing and fabrication,
construction, information communications technology (ICT), transportation & logistics, health
care, education, and tourism. Increased utilization of the regional broadband network for
business purposes is expected to expand markets, increase private sector economic activity,
create jobs, and ultimately, increase non‐residential assessment.
E‐4: It is proposed that the EOWC actively support the development of an integrated regional
transportation and (non‐traditional) transit system in Rural Eastern Ontario to increase access
to markets in and outside the region, as well as improving cost‐effectiveness of workforce
commutes in and out of the region. Enabling the workforce to get back and forth to work in a
cost‐effective way is expected to increase employment and related earnings.
E‐5: It is proposed that the EOWC actively support the development of in‐region and distance
education and training opportunities to enhance the education and skill levels of the region’s
population and workforce, thereby enhancing the ability of local residents to find employment
and increase earnings.
E‐6: It is proposed that the EOWC advocate for reinstatement of the federal Home Renovation
Tax Credit – especially for energy efficiency, and the continuation and extension of the
provincial Home Renovation Tax Credit for seniors and family members living with them. It is
further recommended that these tax credits be focused on low‐income owner‐occupied
households.
E‐7: It is proposed that the EOWC actively support the development of a regional youth
retention and re‐attraction strategy through which to increase the overall size of the labour
force in Rural Eastern Ontario and contribute to succession planning for local enterprises.
E‐8: It is proposed that the EOWC advocate for additional financial support for affordable
housing initiatives that would reduce the need for residents to move to urban areas for these
types of accommodations.
Recommendations for the Province of Ontario:
U‐1: It is proposed that the Province of Ontario provide Eastern Ontario municipalities that
have significant Crown lands or other lands with assessment constraints (e.g. managed forests,
farmland, aggregate sites etc.) in their jurisdictions with compensation reflecting these
property‐based limitations. The compensation could be a Payment‐in‐Lieu or an annual share of
revenues accruing to the Province from these lands (e.g. royalties from stumpage fees). This
compensation would be in recognition of the service provided by municipalities in building and
maintaining roads and bridges, and providing emergency services for these tax‐exempt lands.
[This same recommendation is found in the Municipal Affordability White Paper]
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U‐2: It is proposed that the EOWC continue to work cooperatively with provincial and federal
authorities to obtain an agreement related to the Algonquin land claim. Once an agreement is
in place, it is proposed that the EOWC work collaboratively within the Algonquin Nation to
identify and pursue opportunities for economic development benefiting the Algonquins and the
region as a whole. [This same recommendation is found in the Municipal Affordability White
Paper].
U‐3: It is proposed that the EOWC encourage and support the Province of Ontario in its
continued efforts to contain the growth in program and service delivery costs, including those
that are mandated to municipal government (examples: policing costs). It is further proposed
that the EOWC encourage the Province to engage municipalities and the EOWC in processes
which will affect services mandated to municipal government.
U‐4: It is proposed that the EOWC work with AMO and the Province of Ontario to develop a
strategy which would allow and encourage local governments to introduce non‐tax‐based
revenue generating measures to make their municipalities more financially sustainable. The
first priority could be an examination of ways to leverage existing municipal assets to provide
new revenue streams (examples: outstanding POA monies; per‐ton charge for aggregates).
[This same recommendation is found in the Municipal Affordability White Paper].
U‐5: It is proposed that the Province of Ontario broaden its commitment to work with
municipalities on renewable energy development to include determination of appropriate
property tax rates for all types of renewable energy, not just wind turbine towers. This is an
essential companion to the proposed changes to the Feed‐in‐Tariff (FIT Program) which are
intended to engage municipalities and Aboriginal communities in location and siting decisions,
and providing new energy‐related economic development and revenue opportunities for
municipalities and public sector entities. [This same recommendation is found in the Municipal
Affordability White Paper].
U‐6: It is proposed that the EOWC work with AMO and the Province of Ontario to determine if
there are alternative, cost‐effective ways to deliver services at the local level, and seek
opportunities for pilot programs through which these alternatives might be tested on a cost‐
shared basis in Rural Eastern Ontario. [This same recommendation is found in the Municipal
Affordability White Paper].
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2. Introduction
Following the completion of the landmark analysis of the overall financial sustainability of local
governments in Eastern Ontario in February 2012, the Eastern Ontario Wardens Caucus
commissioned several follow‐up projects to:
•
•

Examine selected priority areas in greater detail, and
Update key variables so the work would remain current and could be used with confidence
as a support to future EOWC work.
The EOWC identified five priority areas for further attention, each of which is being addressed
using a White Paper format:
•
•

•
•
•

Municipal Affordability – an examination of operating conditions for municipalities
Ratepayer Affordability – an examination of the financial circumstances of local economies
and the rural residents who bear most of the cost of service delivery
Municipal Infrastructure – an examination of the conditions influencing the overall state of
municipal infrastructure and municipalities’ ability to invest in and maintain these assets
Social Housing – an examination of the financial circumstances of upper/single tier
municipalities in addressing these community needs, both in terms of local demand for
service and the financial implications of associated capital infrastructure requirements
Environmental Services – an examination of the financial circumstances of single/lower tier
municipalities in addressing these responsibilities, on both the operating and capital fronts.

The White Papers on Municipal Affordability
and Municipal Infrastructure were released in
the late summer of 2013 while the Papers on
Ratepayer Affordability, Social Housing and
Environmental Services will be released in the
fall‐winter of 2013‐2014.

Figure 1 ‐ For the purposes of the White Papers, "Eastern
Ontario" was defined as the area bounded by the 13
member governments of the Eastern Ontario Wardens
Caucus and the 90 lower tier municipalities within those
boundaries. The 10 Separated Cities (and Towns) within or
adjacent to those governments, and the City of Ottawa are
not included in these analyses.

These White Papers has two new features not
included in the original financial sustainability
analysis. First, the White Papers have added
financial projections to allow the EOWC and
other stakeholders to understand what the
financial future holds in the year 2020 if
recent trends continue. Second, the White
Papers contain recommendations for action to
address the challenges envisaged as a result of
the projections.
Methodology: Most data is from the 2000 and
2006 census, the 2011 National Household Survey, or annual municipal Financial Information
Returns (FIRs). In some cases, projections have been made based on simple straight‐line
extrapolation from the actual experience in three time periods: 2000‐2011, 2007‐2009 and
2009‐2011.
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Notes about Data Sources
Note 1: Assessing changes over time for many of the variables of interest for Rural Eastern
Ontario residents is no longer possible due to methodological changes in the way Statistics
Canada collects and publishes these data1. In particular, the change from the traditional census
(used up to 2006) to the National Household Survey (NHS, used for the first time in 2011)
reflects a change from a comprehensive survey to a sampling approach which affects the
comparability of the data from these two sources. Secondly, the change in methodology has
resulted in sparse data – and therefore suppressed/unpublished data – from more than 20 of
the 103 single, upper and lower tier municipalities in Rural Eastern Ontario. It is not clear what
biasing effects there may be from this phenomenon. As a result, this report includes 2006
census and 2011 NHS data separately and compares each to the Ontario average for that same
timeframe, rather than examining how a variable may have changed over time. This is
particularly disappointing since a key question the EOWC wished to answer was how Rural
Eastern Ontario had fared through the recession starting in 2008. The change in methodology
limits our ability to address this question.
Note 2: Financial data such as earnings and total income are drawn from the previous tax year.
In other words, earnings reported in the 2006 census are based on the 2005 tax year. Similarly,
the 2011 National Household Survey reports data based on the 2010 tax year. Other data such
as household composition or employment status reflects the current year (e.g. 2006 or 2011).
In this report, we will refer only to the census or NHS year. The reader is reminded that in some
cases, the data is actually from the preceding year.

1

When income data from the 2011 National Household Survey was released in September of 2013, Statistics Canada noted
that “Low‐income estimates from the 2011 National Household Survey (NHS) compared with previous censuses show
markedly different trends than those derived from other surveys and administrative data such as the Survey of Labour and
Income Dynamics or the T1 Family File. Data to support quality estimates of low‐income trends require a stable methodology
over time that has similar response patterns. With the new methodology of the NHS, estimates of low income are not
comparable with the census‐based estimates produced in the past.” Source: http://www.statcan.gc.ca/daily‐
quotidien/130911/dq130911a‐eng.htm
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3. Rural Eastern Ontario has Lower Average and Median Personal Earnings than
Ontario
•

NHS 2011: As measured by the National Household Survey (2010 tax year), the average pre‐
tax personal earnings of residents of all counties in Rural Eastern Ontario ($38,317) were,
on average, nearly $4,000/year less than for the Province as a whole ($42,264). This
amounts to more than $330/month. On a county by county basis, the difference in earnings
ranged from $1,100/year to $11,000/year lower than the Ontario average (see graph on
following page). The difference in earnings is even more pronounced in comparisons to
either Toronto ($44,517) or Ottawa ($49,826).
The financial resources from which wage earners pay their municipal property taxes are
therefore less in Rural Eastern Ontario than for the province as a whole and less than in
major urban centres.
A similar phenomenon is in evidence for median2 personal earnings: the regional median for
Rural Eastern Ontario is $28,241, which is more than $2,200 a year lower than for the
province as a whole ($30,526) and far lower than Ottawa ($39,530). Rural Eastern Ontario’s
median personal earnings are slightly higher than Toronto ($27,371).
This means a larger share of resident earners are paying their property taxes from a smaller
paycheque than for wage earners across the province as a whole.

•

Census 2006: Before the recession, median personal earnings were roughly $7,000 a year
lower in Rural Eastern Ontario ($22,683) than the provincial average ($29,335). The region’s
median personal earnings were also considerably lower than in Ottawa ($34,908) or
Toronto ($28,675).

Note that due to methodological changes between 2006 and 2011, comparisons between
those two periods are inappropriate. Only comparisons within the same period are
appropriate and even these should be taken as general indications of patterns rather than
precise results.
These data suggest that regardless of time period, members of the labour force in Rural Eastern
Ontario have lower personal earnings than their counterparts in many other parts of Ontario
particularly the City of Ottawa. This pattern appears to have persisted through the recession.
These data suggest that the rural labour force still remains challenged to find (or do not qualify
for) jobs with associated higher rates of pay. Further, the data suggest that the rural labour
force would not have as much disposable income with which to pay rent or a mortgage for a
home – or property taxes.

2

Median earnings represent the point below which the annual earnings of 50% of individuals earning employment income in
that community fall. For the purpose of calculating a regional median, a weighted average was calculated based on the number
of earners in each county times the relevant median earnings; these county data were added with the total being divided by
the total number of earners in the rural region.
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Figure 2 ‐ Average Personal Earnings (2011 NHS) ‐ Rural Eastern Ontario compared to Ontario, Ottawa and Toronto

Figure 3 ‐ Average Personal Earnings and Median Personal Earnings for 2010 Tax Year, by County and compared to Ontario,
Ottawa and Toronto
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Figure 4 ‐ Median Personal Earnings (2005 Tax Year) – Rural Eastern Ontario compared to Ontario, Ottawa and Toronto
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4. Rural Eastern Ontario Has Lower Average and Median Household Incomes
than Ontario
•

NHS 2011: As measured by the National Household Survey (2010 tax year), the average pre‐
tax household income in Rural Eastern Ontario ($75,202) was roughly $10,000 a year lower
than for the Province as a whole ($85,772). This amounts to more than $830/month. The
difference in income is even more pronounced in comparison to either Toronto ($87,038) or
Ottawa ($96,815). On a county‐by‐county, basis, the difference in earnings ranged from
$4,000/year lower to $18,000/year lower than the Ontario average.
On average, the financial resources from which households pay their municipal property
taxes are therefore less in Rural Eastern Ontario than for the province as a whole and less
than in Ottawa.
A similar phenomenon is in evidence for median household income: the regional3 median4
household income for Rural Eastern Ontario is $62,909, which is more than $3,000 lower
than for the province as a whole ($66,358) and far lower than Ottawa ($79,634). Rural
Eastern Ontario’s median household income appears to be slightly higher than that of
Toronto ($58,381).
This means a larger share of resident earners are paying their property taxes from a smaller
household income stream than across the province as a whole.

•

Census 2006: In the 2006 census, median household incomes (2005 tax year) were roughly
$7,000 a year less in Rural Eastern Ontario than across Ontario as a whole: $53,261
compared to $60,455. Median household income in Rural Eastern Ontario is also
considerably lower than in Ottawa ($69,743) but just above that of Toronto ($52,833).

These data suggest that members of the labour force in Rural Eastern Ontario still have lower
household incomes than their counterparts in the rest of Ontario, including Ottawa and
Toronto. These data suggest that the rural labour force still remains challenged to find (or do
not qualify for) jobs with associated higher rates of pay. Further, the data suggest that the rural
labour force would not have as much disposable income with which to pay rent or a mortgage
for a home – or property taxes.

3

For the purpose of calculating a regional median, a weighted average was calculated based on the number of households in
each county times the relevant median household income; these county data were added with the total being divided by the
total number of households in the rural region.
4
Median earnings represent the point below which the annual earnings of 50% of individuals earning employment income in
that community fall.
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Figure 5 ‐ Average Household Income, Median Household Income for Rural Eastern Ontario, (2010 tax year) by County,
compared to Ontario, Ottawa and Toronto

Figure 6 ‐ Average Household Income (2010 Tax Year) ‐ Rural Eastern Ontario compared to Ontario, Ottawa and Toronto
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Figure 7 ‐ Median Household Income ‐ 2006 Census (2005 tax year) – Rural Eastern Ontario compared to Ontario, Ottawa and
Toronto
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5. Lower Reliance on Employment Income in Rural Eastern Ontario
•

2011 NHS: Rural Eastern Ontario drew roughly 67.3%5 of total income from earnings –
much lower than Ontario as a whole (74.8%). The difference is roughly 7% lower reliance
than across the province. In Ottawa, residents drew even more of their income from
earnings (76.2%). Toronto’s ability to draw income from earnings (76.1%) was slightly above
the provincial rate. On a county‐by‐county basis, the percentage of income from earnings
varied from a low of 55.4% to a high of 75.3%. Twelve of the 13 EOWC member
communities are below the provincial average on this measure.

•

At the same time, Rural Eastern Ontario’s reliance on government transfers6 (15.4%) is
higher than for any of the province as a whole (12.3%), Ottawa (8.6%) or Toronto (11.5%).
All EOWC members are at or above the provincial average (greater reliance) on this
measure.
Figure 8 ‐ Reliance on Earnings and Government Transfers as Source of Income ‐ Rural Eastern Ontario compared to
Ontario, Ottawa and Toronto

5

This is a weighted average of the percentages of income from earnings from each county with weighting by the
relative number of persons 15 years and over with income and the percentage of income from earnings
6
This form of income includes CPP/QPP, OAS pensions and GIS, Employment Insurance benefits, child benefits and
other sources of government income. It does not include investment income or income from retirement pensions,
superannuation or annuities.
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•

2006 Census: Based on 2005 tax year data, Rural Eastern Ontario drew roughly 70.1% of
total income from earnings – much lower than Ontario as a whole (77.4%). This is 7% lower
reliance than across the province. In Ottawa, residents drew even more of their income
from earnings (77.7%). Toronto’s ability to draw income from earnings was identical to the
province as a whole (77.4%). On a county‐by‐county basis, the percentage of income from
earnings varied from a low of 58.2% to a high of 77.8%.
This suggests that rural residents were more reliant on other forms of income – government
transfers for example – than are their urban counterparts.

•

In fact, Rural Eastern Ontario’s reliance on government transfers (12.8%) was higher than
for any of the province as a whole (12.3%), Ottawa (7.3%) or Toronto (9.2%). Every county
in Rural Eastern Ontario was more reliant on government transfers than the province as a
whole.
Figure 9 ‐ Reliance on Earnings or Government Transfers as Source of Income ‐ Rural Eastern Ontario compared to
Ontario, Ottawa and Toronto (2005 Tax Year)
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6. Modest Growth in Population, Households Projected for Rural Eastern
Ontario
•

By 2020, the population of Rural Eastern Ontario is projected to reach 825,816. This is based
on the average (census based) 6.3% growth rate across the region between 2006 and 2011.
Population growth in the rural region is expected to follow a very similar growth trajectory
to that of the City of Ottawa, which appears to have grown by 5.7% during the 2006‐2011
period.
Figure 10 ‐ Population and Population Growth Projection for Rural Eastern Ontario to 2020, compared to Ottawa

These projections suggest that Rural Eastern Ontario will continue to see modest increases
in population and will not experience pronounced depopulation of its counties as has been
observed in some other rural/remote areas. However, depending on the structure of
households (e.g. number of persons per household, number of employed persons per
household), the financial strain of continued increases in property taxes may remain
prevalent. In particular, the proportion of households reliant on fixed incomes rather than
employment income is likely to constrain ratepayers’ ability to afford property taxes
associated with home ownership – especially if the tax base in Rural Eastern Ontario
remains dependent on residential property tax assessment.
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Figure 11 ‐ Projected Growth in Households in Rural Eastern Ontario, compared to City of Ottawa

Number of Households Growing More Slowly than Population, Increases Property Tax
Burden
Note that the growth rate in households in Rural Eastern Ontario from 2006 to 2011 was
4.2% – roughly two‐thirds of the rate of population increase (6.3%) (See table on following
page). With municipal services funded very heavily from residential property tax
assessment, property owners in Rural Eastern Ontario will carry an increasingly large
burden for municipal services and infrastructure maintenance. There simply isn’t sufficient
commercial, industrial or institutional tax assessment to shoulder the increasing costs of
service delivery.
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Figure 12 ‐ Historical and Projected Population ‐ Rural Eastern Ontario

Figure 13 ‐ Historical and Projected Population ‐ Rural Eastern Ontario
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7. Higher Proportion of Elderly Persons in Rural Eastern Ontario
•

Between the 2006 and 2011 census, the proportion of citizens aged 65 and over in Rural
Eastern Ontario has risen by more than a full percentage point, increasing from 16.9% to
18.1%. Rural Eastern Ontario has a significantly higher percentage of its citizens aged 65
and older than the province as a whole (18.1% for the rural areas compared to 14.6% for
Ontario). The percentage for the City of Ottawa is considerably lower at 13.2%.

•

The proportion of elderly persons is slightly higher in the separated cities and towns: 17.8%
climbing to 18.8% of the total population in 2011, but the rate of increase is less than in the
rural areas (1.0% compared to 1.2%). The City of Ottawa has seen a more modest increase
in elderly population – from 12.4 to 13.2% (a change of 0.8%). In the same period, the
percentage of elderly persons across the Province of Ontario rose from 13.6 to 14.6% – a
rate which matched that of the separated cities.

•

When considered in combination with relatively lower incomes in rural areas (see preceding
section), the data suggest that seniors may have particular difficulty in paying higher
property taxes, which are based on the value of an illiquid asset (their home) rather than
their incomes.

•

Since elderly persons are less likely to be in the labour force, this suggests that there would
be a higher proportion of residents in Rural Eastern Ontario that would be on fixed incomes
(e.g. pensions) and they may find it more difficult to cover the costs of maintaining their
homes.

•

If the number of persons 65 plus grows through to 2020 at the same rate as it did in the
2006‐2011 census period, Rural Eastern Ontario will have close to 170,000 seniors by 2020
(20% of the entire population). In absolute number, this would be a larger elderly
population than in the City of Ottawa (projected to be 149,284). This is because the
projected growth rate of the region’s senior population is higher in Rural Eastern Ontario
than the projected growth in the general population (13.3% in 5 years compared to 6.3% in
2006‐2011).
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Figure 14 ‐ Number of Persons Aged 65 and Older in Rural Eastern Ontario (2006, 2011 Census), compared to Ottawa

Figure 15 ‐ Persons Aged 65 and Older, by Sub‐Region, 2011 Census, 2006 Census, Compared to Provincial Average

Figure 16 ‐ Age Distribution by Sub‐Region ‐ Source: 2006 Census
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8. High Levels of Home Ownership in Rural Eastern Ontario
•

2011 NHS: Home ownership is quite high in Rural Eastern Ontario – 84% of dwellings are
owned rather than rented. Home ownership is considerably higher than the provincial
average for Ontario: 71%. This is presumably due to the greater prevalence of rental
accommodation in urban areas. For instance, the level of home ownership is lower in the
separated cities and towns of Eastern Ontario (63%), in the City of Ottawa (66%) and in
Toronto (55%).

Figure 17 ‐ Household Characteristics ‐ By County source: NHS 2011
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9. Value of Owned Dwellings is Significantly Lower in Rural Eastern Ontario
•

2011 NHS: On a county‐by‐county basis, the median value of dwellings in 2011 was lower in
all cases than the provincial median value ($300,862), with the rural values ranging from
$194,690 to $250,841. The regional median value for private dwellings across the entire
rural landscape of Eastern Ontario is estimated to be $232,925 – more than $60,000 less
than for Ontario as a whole ($300,862). For Ottawa, the median value is considerably
higher ($349,151) and for Toronto, higher still ($401,400). All counties in Rural Eastern
Ontario have a lower median value of dwellings than the provincial average.
These data do not automatically mean that rural residents will have an easier or more
difficult time affording their property taxes; municipal governments set their tax rates to
generate the revenue needed to cover their service provision costs. Rents and mortgage
payments may be slightly lower if the purchase price of a home is lower – depending on
available down payments and interest rates. A subsequent section of this report provides a
more comprehensive view of the cost of living in rural communities.
Figure 18 ‐ Median Value of Dwellings, By County compared to Ontario, Ottawa and Toronto. Source: 2011 National
Household Survey

•

2006 Census: The average value of owned dwellings in Rural Eastern Ontario, when
calculated on a weighted average basis, was $216,173, considerably lower than for Ontario
as a whole ($297,479), Ottawa ($292,718) or Toronto ($413,574).
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10. Higher Percentage of Rural Eastern Ontario Homes in Need of Major Repair
•

2011 NHS: According to the 2011 National Household Survey, there were nearly 24,000
private dwellings (homes) in need of major repair7. This is more in absolute terms than in
the Ottawa (21,835). As a percentage of all dwellings in Rural Eastern Ontario, 8.2% is
higher than across Ontario (6.6%), in Ottawa (6.2%) or Toronto (7.8%). The prevalence of
homes needing repair varies by county across Rural Eastern Ontario, but in all cases is at or
above the provincial average.
These data suggest that homeowners have a more difficult time maintaining their homes
than across the province or in the major urban centres. If this is the case, it suggests that
there is not enough income to carry out major maintenance or perhaps to cover the other
costs of home ownership – one of which is annual property taxes.
Figure 19 ‐ Private Dwellings with Major Repairs Needed, by County, Region and compared to Ontario, Ottawa and
Toronto

7

National Household Survey results do not define “major repair” other than to say that neither the minor or major
repairs include desirable remodelling or additions. It is understood that the assessment of state of repair of a
dwelling is made by the occupant.
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•

2006 Census: The same pattern of homes in need of major repair was evident in 2006. Of
the 277,435 private dwellings “occupied by usual residents” in Rural Eastern Ontario, 11.4%
(roughly 31,500 dwellings) were described as “requiring major repair” in the 2006 Census.
This percentage was considerably higher than the percentage across the province (6.6%), in
Ottawa (6.3%) or in Toronto (7.8%). These data suggest that even before the recession,
homeowners in Rural Eastern Ontario were having greater difficulty maintaining their
homes than across the province or in the major urban centres.

•

It is not clear that the need for repair is related to the age of housing stock. In fact, the data
suggests that the need for major repairs is not the result of old stock but is more likely
related to lower overall incomes.
Compared to the province as a whole or its urban counterparts, Rural Eastern Ontario does
not have especially old housing: 60% of Rural Eastern Ontario’s housing stock (2006:
166,465 dwellings) were constructed before 1986 (and is now more than 25 years old).
Across Ontario, the percentage was 69%. In Ottawa, the percentage of older housing was
67%; in Toronto, older stock is 81% of the total.
Figure 20 ‐ Percentage of Private Dwellings Constructed Before 1986 (2006 Census) ‐ Rural Eastern Ontario compared to
Ontario, Ottawa and Toronto
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11. Skewed Assessment Base Puts Pressure on Residential Ratepayers
•

The reliance of local governments in Rural Eastern Ontario on residential assessment
(rather than a strong presence of commercial, institutional and industrial assessment) has
become more prominent over the 2002‐2011 period, rising from 85.8% to 89.1% of total
assessment (increased reliance of 3.3%). (These data are based on FIRs provided by
individual municipalities.)

•

In the same period, reliance on residential assessment in the separated cities and towns
rose slightly from 78.0 to 78.3%. The City of Ottawa saw decreased reliance on residential
assessment, dropping from 78.4% to 77.2%. In other words, across virtually all of Eastern
Ontario – other than Ottawa, reliance on residential assessment increased over the past
decade.

Figure 18 ‐ Percentage of Rural Eastern Ontario Tax Base That is Residential

11.1 Regional Reliance on Residential Assessment Projected to Increase to 2020
If the reliance trend in Rural Eastern Ontario in the 2007‐2011 period continues through to
2020 (increasing by 0.3% a year), these municipalities will see 91.5% of their assessment being
residential by the end of the decade. This means that an even larger share of the cost for
delivering local services will be borne by residential property owners or tenants in apartments.
By 2020, non‐residential assessment in Rural Eastern Ontario is projected to drop to 8.5% of
total assessment, down from 14.2% in 2002. This would be roughly a third of the proportion of
the separated cities and towns in Rural Eastern Ontario. Non‐residential assessment is expected
to virtually identical in 2020 as it was in 2011 ($8.85 billion).
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Figure 19 ‐ Percentage of Total Assessment that is Residential

11.2 Rural Eastern Ontario More Reliant on Residential Assessment than Province as a Whole
•

Comparing Rural Eastern Ontario’s reliance on residential assessment to Ontario as a whole
requires use of MPAC data rather than FIRs. MPAC data for Tax Year 2012 (2011 Roll)8 was
used to compare the source of assessments on a region‐to‐province basis.
MPAC data show that:
• Commercial and industrial assessments combined are just 6.3% of the Rural Eastern
Ontario’ assessment base (compared to 16% for the province as a whole).
• Farmland and managed forest account for 5.2% of the Rural Eastern Ontario assessment
base (but are not fully taxable). The provincial average is 2.3%.
• Rural Eastern Ontario is heavily reliant on residential assessment (84.2%).

•

The comparative data from MPAC for Rural Eastern Ontario and the Province of Ontario
shows that across the province, 75% of total assessment is residential. Rural Eastern Ontario
can therefore be considered to be roughly 10% more reliant on residential assessment
than the provincial average.

8

The percentage of total assessment from residential assessment is different when using 2011 FIR data as compared to 2012
MPAC data. There appears to be some variation in how municipalities show assessment for particular classes in their FIRs,
reflecting the proportion of certain lands that are not fully taxable. MPAC assessment data is understood to be based on the
property valuations not taxable status.
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Figure 20 – Distribution of Assessment by Type – Rural Eastern Ontario: Source – MPAC Data

Type of Assessment

% 2011 for
2012 Tax Year

Commercial
Shopping Centres and Parking Lots
Exempt
Farm
Industrial
Managed Forest
Pipeline, Railway and Utilities
Multi‐Residential
Residential
Total – All Types

5.1
0.2
3.7
4.8
0.9
0.3
0.9
0.8
83.4
100
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Assessment
($Billions)
$ 4.72
$0.208
$ 3.48
$ 4.45
$0.804
$0.234
$0.818
$0.759
$ 77.9
$ 93.4

12. Median Shelter Costs in Rural Eastern Ontario Generally Lower
•

2011 NHS: The median shelter cost9 for owned dwelling across Rural Eastern Ontario10 is
$865 a month, roughly $330/month less than across Ontario as a whole ($1,163/month).
This is likely due to the lower value of homes in the rural areas which would reduce
financing requirements. On a county by county basis, there is considerable variability across
the region – from a low of $615/month to $1,110/month.
Figure 21 ‐ Median Shelter Costs, by County, compared to Ontario, Ottawa and Toronto. Source: 2011 National
Household Survey

•

2006 Census: In 2006, the median monthly payment for owner‐occupied dwellings (typically
a mortgage) was $717 in Rural Eastern Ontario, considerably less than in the City of Ottawa:
$1,151.

•

The median monthly payment for rented dwellings was $636 in Rural Eastern Ontario,
considerably less than in the City of Ottawa ($849).

9

Shelter costs for owner‐occupied households include, where applicable, the mortgage payment, the costs of
electricity, heat, water and other municipal services, property taxes and condominium fees. The Canadian average
shelter cost in 2011 for owned premises was $1,141.
10
The regional median shelter cost for owned dwellings was calculated by using a weighted average of the shelter
costs for each county, with the weighting factor being the number of owner‐occupied private households.
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13. Rural Eastern Ontario Workforce Has Longer, More Expensive Commute
•

2011 NHS: According to the 2011 National Household Survey, the median commuting time
to work for residents of Rural Eastern Ontario ranges from 16 minutes to 30 minutes
depending on location. These results cluster around the provincial average (21 minutes).
When a regional median commuting
Figure 22 ‐ Median commuting time ‐ Rural Eastern Ontario
time is calculated, the regional
compared to Ontario, Ottawa and Toronto
average tracks both the provincial
average and the median commute for
Ottawa quite closely.
However, all jurisdictions in Rural
Eastern Ontario have longer median
commuting times than their nearest
urban counterparts (see examples in
chart below) and do not have access
to public transit for most, if not all, of
their commuting distance. In other
words, rural residents are likely to be
commuting longer and at greater cost
than their urban counterparts.
Typically rural workers use their only
available means of transportation ‐‐‐
the automobile ‐‐‐ and are incurring
additional costs to do so. There is
some reason to think the voluntary
NHS underestimates commuting time,
distance and associated costs for rural
workers. Low response rates in many rural municipalities – especially those further from
urban centres – leads to data suppression and under‐representation of workers in many of
the smallest, most rural municipalities.
Jurisdiction

Lanark
Leeds and Grenville

Median Commuting Time
Rural Area (minutes)
25.8 – South Frontenac
40.1 – Frontenac Islands
25.1 – Tyendinaga
25.5 – Centre Hastings
25.6 – Stirling‐Rawdon and Tweed
21.9 – Lanark
23.2 – Leeds and Grenville

Peterborough
Renfrew
Stormont, Dundas and
Glengarry

16.7 ‐ Peterborough
16.4 – Renfrew County
18.7 – Stormont, Dundas and
Glengarry

Frontenac
Hastings
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Median Commuting Time
Urban Area (minutes)
15.5 ‐ Kingston
15.1 – Belleville
15.8 – Quinte West
12.5 – Smiths Falls
10.7 – Brockville
15.6 ‐ Gananoque
15.1 – Peterborough (City)
10.8 ‐ Pembroke
10.8 ‐ Cornwall

Distance matters as much as time: Based on Canada Revenue Agency mileage rates for the
2003‐2013 period, and assuming that a typical full‐time employee is travelling an additional
30 kilometres round‐trip per day (15 kms each way), that person is likely to be incurring an
additional $3,500 to $4,000 a year in commuting costs compared to their urban neighbours.
This would include additional fuel costs and more frequent maintenance on vehicles that
are more extensively used. Insurance costs may also be higher and more rural workers may
have to pay monthly parking at their workplace. The additional costs for longer commutes
are estimated to be roughly $325/month.
Figure 23 ‐ Additional Transportation Costs Incurred by Rural Eastern Ontario Labour Force ‐ Source: CRA Mileage Rates

•

2006 Census: Median commute time estimates appeared for the first time in the 2011 NHS.
Previously, the Canadian census included questions about work location (whether or not
residents work in the same municipality or the same census division or county. This has
been used as a proxy for a municipality’s ability to create employment close to home,
thereby reducing commuting time and distance.
The 2006 census showed that a much higher proportion of the workforce is commuting to a
different municipality: 52% compared to the provincial average of 32.6%. For the most part,
this phenomenon was driven by the rural workforce commuting to nearby urban areas for
employment. However, the flow of the labour force is in only one direction. Ottawa is a
striking example of an urban area that provides employment to nearby municipalities but
does not show a pattern of urban residents commuting to work in another (rural)
municipality. In this case, only 1.6% of Ottawa’s workforce is working in a different
municipality or census division. In addition to influencing commuting distances and
associated costs, this pattern is a major contributor to the reliance of rural areas on
residential assessment and the stronger presence of commercial, industrial and institutional
assessment in urban areas.
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Figure 24 – Percentage
e of Labour Forcce Working Outsside Home Mun
nicipality, by Sub
b‐Region and Co
ounty, Compared to
o and Ottawa; Source:
S
2006 Census
Ontario
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14. Rural Eastern Ontario Residents Less Likely to Have Post‐Secondary Education
•

NHS 2011: Rural Eastern Ontario’s total core workforce‐aged population (25‐64 years) was 388,830 in 2011. If accurate, it would
suggest that the aging population combined with out‐migration of youth and to some extent, migration of some members of the
labour force to Western Canada, is constraining labour force growth: the core labour force now accounts for 55% of total
population. In 2006, the percentage was 57%. However, given that 22 of 93 municipalities within the 13 rural county/single tier
region had data suppression applied to their results due to low response rates, it is not clear if there is a waning representation
of the core labour force in Rural Eastern Ontario. What is clear is that educations levels are lower overall in Rural Eastern Ontario
than they are in either Ontario as a whole or in either Ottawa or Toronto.

•

Rural Eastern Ontario has a smaller proportion of its core labour force in possession of college or university education (46.6%)
than the province as a whole (57.0%) or either of Ottawa (69.2%) or Toronto (63.7%).

•

Rural Eastern Ontario is more likely to have a skilled trades‐educated workforce (11.0%) than the province as a whole (7.8%) or
has double the strength of this type of workforce of either of Ottawa (5.5%) or Toronto (5.2%). In fact, Rural Eastern Ontario has
a larger absolute number of these types of workers (roughly 42,000) than Ottawa (27,000).

•

Rural Eastern Ontario is less likely to have a university‐educated workforce (16.0%) than the province as a whole (28.9%) or
either of Ottawa (42.8%) or Toronto (40.3%)

Figure 25 ‐ Educational Attainment ‐ Rural Eastern Ontario compared to Ontario, Ottawa and Toronto

•

These data suggest that without significant attention to education and training for the rural labour force, it will be difficult for
Rural Eastern Ontario to close the earnings and incomes gap described earlier in this White Paper. Further, the lower levels of
earnings and incomes, combined with additional transportation costs for travelling to existing post‐secondary education classes
in person, suggest that rural residents are less likely to be able to afford traditional forms of higher education.
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Figure 26 ‐ Rural Eastern Ontario compared to Ontario, Ottawa and Toronto ‐ By County Source: 2011 National Household Survey

•

2006 Census: Based on 2006 census data, residents of Rural Eastern Ontario have lower overall levels of educational attainment
(perhaps in part due to the slightly older population who may not have had the opportunity for post‐secondary education). At
38.3%, the proportion of rural residents with either college or university education was slightly less than residents of the
separated cities and towns (41.6%) and well under that of the City of Ottawa (65.7%).
When trades education is added in, rural residents still lagged their counterparts in the separated cities and towns (48.9%
compared to 51.8%) with the City of Ottawa having a very high rate of any of these types of education: 71.6%.

•

Residents of Rural Eastern Ontario were more likely than those of the City of Ottawa to have a college certificate or diploma
(21.1%); residents of separated cities and towns were the most likely to have this type of education (24.4%).

•

Compared to the province as a whole, Rural Eastern Ontario residents were more likely to have a college certificate or diploma
than the province as a whole (23.5% compared to 22.0%) but less likely to have any form of university education (combined
14.8% compared to 31.7%).
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•

These variations in educational attainment may be due, at least in part, to the slightly older population in the rural areas (see
earlier section of this report) or to the exodus of young people from their home communities when they decide to seek further
education (for the most part, post‐secondary education institutions are located in cities and towns). Regardless of the reason(s),
lower levels of education are likely to limit rural residents’ ability to secure relatively high paying employment. This employment
limitation may therefore reduce the population’s annual incomes and therefore their ability to pay property taxes sufficient to
pay for vital public services (see earlier section of this report).

Figure 27 ‐ Educational Attainment by Sub‐Region ‐ Rural Eastern Ontario compared to Ontario, Ottawa and Toronto Source: 2006 Census
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Figure 28 ‐ Education
nal Attainment ‐ By County, Source: 2006
6 Census
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15. Taking Action on Ratepayer Affordability
Keeping municipal government affordable for local ratepayers will require local governments to
change the trajectory of both service delivery costs and the revenues available to pay for these
services (see EOWC White Paper on Municipal Affordability). Local governments will also need
to become more proactive in supporting the efforts of their own ratepayers to improve the
economic circumstances of the region, its households and businesses. This White Paper
contains information which will help to guide the forthcoming regional economic development
strategy project being undertaken by the EOWC in partnership with other regional stakeholder
groups. The following recommendations cover some actions that local governments might take
on their own or through the EOWC, as well as those which might be undertaken in partnership
with upper levels of government.
Recommendations for EOWC and Constituent Municipalities:
E‐1: It is proposed that the EOWC continue to actively support the development of a region‐
wide economic development strategy with the long‐term objective of stimulating growth as
well as jobs across the region, which will in turn stimulate growth in the region’s property tax
base. The ultimate goal is to increase total assessment as well as the proportion of assessment
from industrial, commercial and institutional operations. (This same recommendation is found
in the Municipal Affordability White Paper).
E‐2: It is proposed that the EOWC continue to work with the provincial and federal
governments to build awareness and utilization of the provincial (permanent) Eastern Ontario
Development Fund (EODF) and programs of FedDev across the region. In particular, the EOWC
will a) encourage utilization of the EODF Small Community/Pilot funding stream for businesses
that fall below the 10‐employee minimum threshold, and b) suggest opportunities to FedDev
for funding regional initiatives designed to stimulate private sector economic activity across
Rural Eastern Ontario.
E‐3: It is proposed that the EOWC continue to encourage EORN to investigate and provide
leadership to deployment of new, internet‐based technologies by small and medium‐sized
businesses including but not limited to agriculture, forestry, manufacturing and fabrication,
construction, information communications technology (ICT), transportation & logistics, health
care, education, and tourism. Increased utilization of the regional broadband network for
business purposes is expected to expand markets, increase private sector economic activity,
create jobs, and ultimately, increase non‐residential assessment.
E‐4: It is proposed that the EOWC actively support the development of an integrated regional
transportation and (non‐traditional) transit system in Rural Eastern Ontario to increase access
to markets in and outside the region, as well as improving cost‐effectiveness of workforce
commutes in and out of the region. Enabling the workforce to get back and forth to work in a
cost‐effective way is expected to increase employment and related earnings.
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E‐5: It is proposed that the EOWC actively support the development of in‐region and distance
education and training opportunities to enhance the education and skill levels of the region’s
population and workforce, thereby enhancing the ability of local residents to find employment
and increase earnings.
E‐6: It is proposed that the EOWC advocate for reinstatement of the federal Home Renovation
Tax Credit – especially for energy efficiency, and the continuation and extension of the
provincial Home Renovation Tax Credit for seniors and family members living with them. It is
further recommended that these tax credits be focused on low‐income owner‐occupied
households.
E‐7: It is proposed that the EOWC actively support the development of a regional youth
retention and re‐attraction strategy through which to increase the overall size of the labour
force in Rural Eastern Ontario and contribute to succession planning for local enterprises.
E‐8: It is proposed that the EOWC advocate for additional financial support for affordable
housing initiatives that would reduce the need for residents to move to urban areas for these
types of accommodations.
Recommendations for the Province of Ontario:
U‐1: It is proposed that the Province of Ontario provide Eastern Ontario municipalities that
have significant Crown lands or other lands with assessment constraints (e.g. managed forests,
farmland, aggregate sites etc.) in their jurisdictions with compensation reflecting these
property‐based limitations. The compensation could be a Payment‐in‐Lieu or an annual share of
revenues accruing to the Province from these lands (e.g. royalties from stumpage fees). This
compensation would be in recognition of the service provided by municipalities in building and
maintaining roads and bridges, and providing emergency services for these tax‐exempt lands.
[This same recommendation is found in the Municipal Affordability White Paper]
U‐2: It is proposed that the EOWC continue to work cooperatively with provincial and federal
authorities to obtain an agreement related to the Algonquin land claim. Once an agreement is
in place, it is proposed that the EOWC work collaboratively within the Algonquin Nation to
identify and pursue opportunities for economic development benefiting the Algonquins and the
region as a whole. [This same recommendation is found in the Municipal Affordability White
Paper].
U‐3: It is proposed that the EOWC encourage and support the Province of Ontario in its
continued efforts to contain the growth in program and service delivery costs, including those
that are mandated to municipal government (examples: policing costs). It is further proposed
that the EOWC encourage the Province to engage municipalities and the EOWC in processes
which will affect services mandated to municipal government.
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U‐4: It is proposed that the EOWC work with AMO and the Province of Ontario to develop a
strategy which would allow and encourage local governments to introduce non‐tax‐based
revenue generating measures to make their municipalities more financially sustainable. The
first priority could be an examination of ways to leverage existing municipal assets to provide
new revenue streams (examples: outstanding POA monies; per‐ton charge for aggregates).
[This same recommendation is found in the Municipal Affordability White Paper].
U‐5: It is proposed that the Province of Ontario broaden its commitment to work with
municipalities on renewable energy development to include determination of appropriate
property tax rates for all types of renewable energy, not just wind turbine towers. This is an
essential companion to the proposed changes to the Feed‐in‐Tariff (FIT Program) which are
intended to engage municipalities and Aboriginal communities in location and siting decisions,
and providing new energy‐related economic development and revenue opportunities for
municipalities and public sector entities. [This same recommendation is found in the Municipal
Affordability White Paper].
U‐6: It is proposed that the EOWC work with AMO and the Province of Ontario to determine if
there are alternative, cost‐effective ways to deliver services at the local level, and seek
opportunities for pilot programs through which these alternatives might be tested on a cost‐
shared basis in Rural Eastern Ontario. [This same recommendation is found in the Municipal
Affordability White Paper].
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1. Executive Summary
This report covers major aspects of the Environmental Services responsibilities of local
government in Eastern Ontario. These responsibilities are:
• Water and wastewater treatment
• Water distribution
• Wastewater collection
• Storm water collection
• Solid waste management (collection and disposal)
• Waste diversion.
For the most part, these responsibilities are vested in either single1 or lower tier
municipalities; relatively few upper tier municipalities (counties) have these responsibilities.
However there are several upper tier municipalities (County governments) in Rural Eastern
Ontario – the geographic area that includes the 13 counties and single tier municipalities
represented by the Eastern Ontario Wardens Caucus – that carry some or all of these
service responsibilities. Data presented on a county‐by‐county basis reflects the
expenditures by any municipality within those county boundaries – whether those services
are delivered by lower, upper or single tier municipalities. This report also includes
environmental services information from the 10 separated cities and towns that are part of
the Eastern Ontario Mayors Committee.
This report reviews both capital and operating considerations for environmental services
and concludes with recommendations that could help to ease the increasing burden these
municipalities face in discharging these responsibilities.
Across Rural Eastern Ontario, there has been more than $2.06 billion invested in
Environmental Services assets to the end of 2012. More than $736 million was invested in
the first eight years (2000 to 2008) following the Walkerton tragedy. The book value of
these environmental assets is now $1.4 billion, suggesting that more than $600 million in
value has been lost ($2.06 minus $1.44 billion).

1

Single tier municipalities are cities, towns or counties – whether urban or rural – that have one level of
governance; Two‐tier municipalities have two levels of governance: an upper tier (usually a county) and several
lower tier municipalities (usually townships, towns or villages).
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This lost value can be thought of as the minimum capital infrastructure deficit in
environmental services; however, there are also significant unfunded liabilities and legacy
costs – likely to be a minimum of $100 million – that must also be considered. And these
costs do not include costs for new or expanded landfills. As a result, the combined capital
infrastructure deficit in Environmental Services is likely to be in excess of $700 million.
Taking anticipated annual capital maintenance expenditures plus capital expenditures to
address the infrastructure deficit into account, Rural Eastern Ontario should be investing at
least $131 million a year in Environmental Services assets. Currently, the region is investing
roughly $85 million a year (on average), suggesting an annual capital investment shortfall
of at least $46 million. Annual landfill monitoring requirements (post closure costs) will add
at least another $1 million to this amount for the next 10 years, rising thereafter.
Operating expenditures for Environmental Services are roughly $226 million a year across
Rural Eastern Ontario. These expenditures have more than doubled since 2000, increasing
at an average compound annual growth rate (CAGR) of 5.9 per cent a year. These cost
increases have been driven by a changing mandate at the Ministry of the Environment,
changing regulatory regimes, energy and staffing cost increases, utilization of expensive
technology‐intensive solutions, and added responsibilities for municipalities having to
absorb legacy systems into their operations. If past experience is a guide to the future,
these operating expenditures are projected to increase to roughly $400 to $410 million a
year by 2020.
Nearly two thirds of annual operating expenditures (63%) are on Water, Waste Water and
Sewer services (2012); these expenditures account for roughly $142 million of annual
operating expenditures. More than a quarter of annual expenditures (29%; $57 million) are
made on solid waste management (collection through to disposal) and the balance (roughly
13%; $26 million) is devoted to waste diversion.
Rural municipalities hold $127 million in environmental reserves, $94 million of which is for
wastewater, storm water and waterworks systems. Just $22.5 million is for solid waste
disposal and only $7 million is for waste diversion.
Landfills dominate solid waste management responsibilities in many of Eastern Ontario’s
rural municipalities. Municipalities in Rural Eastern Ontario have nearly 500 landfills (90%
of all landfills in the region); roughly 200 of the landfills – almost all of which are municipal –
are open but more than 300 are closed. In addition to monitoring responsibilities in
perpetuity, municipalities also face significant costs associated with closing landfills when
their capacity is fully utilized, and in replacing this capacity.

3

For municipalities facing landfill closures in the next several decades, total closure and post‐
closure costs are likely to be in the $95 to $135 million range. After dedicated
environmental reserves are taken into account, net (unfunded) closure and post‐closure
costs are likely to be in the $100 million range. These costs do not include costs to expand
existing landfills (if that is an option), establish new landfills, address associated regulatory
submission costs or enhanced regulations for closed (or open) landfills.
Rural Eastern Ontario is diverting roughly 29% of the regional total of solid waste (82,000 of
279,500 tonnes: 2011) which is slightly below its population percentage in the region (Rural
Eastern Ontario has roughly 36% of the regional population). In addition to delivering an
environmental benefit, strategies to increase the percentage of solid waste diverted from
landfill would also extend the life of local solid waste disposal sites (landfills). However, it
appears that both in Eastern Ontario and across the Province, diversion rates have reached
a plateau. From the perspective of rural municipalities, new approaches and ideas must be
considered to increase waste diversion rates, extend the useful life of landfills, and keep
costs of diversion strategies reasonable.
Net costs per tonne for waste diversion are significantly higher in Rural Eastern Ontario than
in urban areas; this is likely due to smaller volumes of material available to take to market
and the higher costs of aggregating materials from geographically‐dispersed populations.
Waste diversion costs across Rural Eastern Ontario are higher than the (2011) provincial
average in all types of communities (as defined by Waste Diversion Ontario).
Cost increases across most areas of municipal service have exceeded the Consumer Price
Index over the past decade; the costs of Environmental Services are no exception.
Anticipated continuing cost increases will put pressure on locally‐generated revenues
(property taxes and user fees and charges) which have already increased at a compound
annual growth rate (CAGR) of 6.1% in the 2000‐2011 period.
Because of the highly‐regulated nature of Environmental Services, deferral of capital
expenditures is not a viable strategy for addressing the impending gap between operating
costs and revenues. User fees and charges already account for a quarter of total Own
Purpose Revenues and have increased significantly in recent years, in part to fund
Environmental Services. Neither can municipalities count on assessment growth to close the
expenditure‐revenue gap. Real assessment growth is estimated to have accounted for just
two (2) per cent a year – 20% of the total assessment growth over the 2006‐2012 period. A
sector‐wide increase in the overall values of building stock has accounted for 80% of the
increased assessment base in Rural Eastern Ontario.
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Recommendations
Keeping municipal government affordable for local ratepayers will require local governments to
change the trajectory of both service delivery costs and the revenues available to pay for these
services (see EOWC White Paper on Municipal Affordability). Local governments will also need
to become more proactive in supporting the efforts of their own ratepayers to improve the
economic circumstances of the region, its households and businesses (see EOWC White Paper
on Municipal Affordability). This White Paper contains information that will help guide the
EOWC’s efforts related to possible advocacy programs, policy development, and in‐region
operational changes, all related to environmental services. The following recommendations
cover some actions that local governments might take on their own or through the EOWC, as
well as those which might be undertaken in partnership with upper levels of government.
Recommendations for EOWC and Constituent Municipalities:
E‐1: It is proposed that the EOWC continue to actively support the development of a region‐
wide economic development strategy with the long‐term objective of stimulating growth as
well as jobs across the region, which will in turn stimulate growth in the region’s property tax
base. The ultimate goal is to increase total assessment as well as the proportion of assessment
from industrial, commercial and institutional operations. (This same recommendation is found
in the Municipal Affordability White Paper).
E‐2: It is proposed that the EOWC encourage its members to consider collaborative approaches
to providing regulatory compliance services for Environmental Services. These collaborative
approaches could include joint tenders for environmental engineering services, cross‐municipal
contracts where qualified municipal staff could support multiple municipalities in the same
general area, or the creation of a special purpose body to provide these services across Eastern
Ontario. [Note: cross‐municipal means beyond the boundaries of a two‐tier county system].
E‐3: It is proposed that the EOWC encourage its members to consider collaborative approaches
to waste diversion. These collaborative approaches could include shared or cross‐municipal
contracting, regional eco‐industrial supply chains (waste material suppliers linked to
buyers/customers) or regional processing hubs. These approaches would be applied to the
collection, aggregation and reintroduction to markets of materials which would otherwise go to
landfills. The express purposes of these approaches are to increase revenues from these
materials, reduce net costs of diversion or solid waste management, or extend the useful life of
landfills.
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Recommendations for the Province of Ontario:
U‐1: It is proposed that the EOWC encourage and support the Province of Ontario in its
continued efforts to contain the growth in program and service delivery costs, including those
that are mandated to municipal government. In Environmental Services, the EOWC encourages
the Province to consider:
a) The relative costs and benefits (in terms of public safety and human health) associated with
further additional regulation and monitoring of landfills where there has been no evidence
of off‐site migration.
b) Empowering municipalities to determine the timeframe and method of effecting any
improvements or changes to environmental assets required as a result of a Ministry order,
where is no imminent danger to human health or the environment.
c) Adjusting the conditions under which an amendment to an Environmental Compliance
Approval (ECA) is required so that these costly amendment processes are required only
when the change taking place is required to protect human health or the natural
environment, and where there is no imminent danger to human health or the environment.
Specifically, a simple administrative process would be used in circumstances where the only
change is having documentation on file agree with long‐standing practice that has
previously been reviewed and approved by the Ministry of the Environment.
The Ministry is also encouraged to shorten timelines for routine approvals and provide
greater predictability on the length of time that approvals are expected to take. These
changes would reduce municipal uncertainties in planning and budgeting for approval‐
dependent work.
d) Simplifying forms and submission processes associated with environmental services, to a)
focus on only those data required by the Province for regulatory compliance and related
financial or legal purposes, and b) make it easier and less expensive for municipalities and
the Ministry to track environmental compliance.
Examples:
• Simplify the annual Waste Diversion Ontario data call to focus only on volumes of
different types of material being diverted and/or disposed of, associated financial data,
and data that is required to determine funding support. Any and all other information
would be deleted from the data call. Over time, municipalities expect enhanced support
for waste diversion and a simplified method of calculating that support on a
municipality‐by‐municipality basis.
• Convert requirements to submit waste manifests from a paper to an electronic (web‐
based) system.
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•

Move to a single Ministry of the Environment (web) portal through which all municipal
environmental services documentation could be submitted. For example, data for
landfills, waste diversion, hazardous waste and other environmental compliance data
requirements should all be submitted through a single portal.

U‐2: It is proposed that the Province continue to work with the Association of Municipalities of
Ontario (AMO) and goods producing sectors, to enact a Waste Reduction Act, making individual
producers responsible for end‐of‐life management of their products, including compensation to
municipalities for collecting and disposing of wastes requiring disposal in municipal landfills.
Until such a compensation system is achieved, it is further proposed that the Province provide
enhanced funding support for waste diversion in rural or remote parts of Ontario. The
enhanced support would be designed to offset the higher costs of diversion (due to lower
volumes and higher transportation costs) in communities with more widely dispersed
populations or workplaces.
It is further proposed that the Province provide leadership in encouraging continued reductions
in the extent of waste generated through the Ontario economy. Examples include ways to
reduce the total extent of packaging or eliminate it altogether; increased standardization of
packaging to increase versatility of use; increased use of returnable/reusable packaging; or
increased use of recyclable or biodegradable materials.
U‐3: It is proposed that the Province partner with municipalities to undertake joint market
development projects (province‐municipalities) to determine how best to aggregate, find
markets, build demand or the supply chain for different types of materials diverted from
landfills in Rural Eastern Ontario. In this case, the emphasis is on finding business models,
transportation solutions, and customers for diverted materials so as to reduce net costs of
operating landfills, extend their useful life, and increase total diversion across the region. This
work is expected to complement and support initiatives which examine the economic viability
of Material Recovery Facilities (MRFs) across the province.
U‐4: It is proposed that the EOWC work with the Association of Municipalities of Ontario (AMO)
and the Province of Ontario ‐‐‐ particularly the Ministry of the Environment ‐‐‐ to explore
immediate or near‐term opportunities for:
a) Alternative, safe ways to utilize legacy assets such as closed landfills or lagoons to generate
revenues which could be applied to ongoing compliance costs or cover other costs of
municipal services. (Example: landfill gas capture/energy generation, energy from waste,
material processing/reprocessing)
b) Expedited or fast‐track methods through which approvals to expansions of existing landfills
can be obtained. (Examples could be significant increases in threshold conditions that
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trigger Environmental Assessments, practical application of reasonable use guideline re:
groundwater).
U‐5: It is proposed that the Province establish a dedicated pilot project research fund, led by
the Ministry of the Environment, through which the Province, the private sector, the scientific
and research community, and municipalities could co‐sponsor projects to:
•

Deliver Environmental Services more cost‐effectively (for example: make use of natural
ecological services such as natural/biological filters or attenuation processes rather than
requiring expensive, energy‐intensive high‐tech solutions; test new technologies for
effectiveness in addressing health and environmental protection associated with water,
waste water and sewer services, storm sewers, and solid waste management services). The
objective of these projects would be to provide credible scientific and technical data to
support Ministry of the Environment regulatory changes required to introduce scientifically,
technically and financially sound approaches or technologies into Ontario’s environmental
services regime. A key element of regulatory change would be to introduce expedited, less
onerous approval processes for new and innovative technologies that are validated through
the pilot project process.

•

Make better use of existing municipal Environmental Services assets (for example: ways to
safely remediate or re‐purpose landfill sites or similar assets, utilize these assets for public
recreational purposes, mine landfill sites for materials which can be recycled, used as
substitutes for non‐renewable materials, or used to generate energy for other municipal or
public purposes.) The purpose of these projects would be to provide credible scientific or
technical data to support the development of formal business cases or (re)development
proposals for specific sites so they can be turned to new purpose.

U‐6: It is proposed that the Province (particularly the Ministry of the Environment) consult
more extensively with and engage municipalities and the EOWC on legislative or regulatory
changes, or on changes in processes or funding that will affect services mandated to municipal
government. In particular, the EOWC requests more extensive consultation with its members
than is provided by simple website posting of draft changes.
It is further proposed that the Province direct other Ministries or provincial agencies, boards
and commissions to consult more extensively and engage municipalities and the EOWC on
other legislative or regulatory changes, or changes in processes or funding that will have
implications for the costs of environmental services mandated to municipal government.
Examples include MPAC (re)assessment of environmental facilities and assets, natural resource
policies, licensing for aggregate extraction, or protection of endangered species.
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U‐7: It is proposed that the EOWC work in partnership with the Province of Ontario to design
and implement as soon as possible a permanent, predictable, non‐competitive infrastructure
fund designed specifically for small, rural and remote areas. (This same recommendation is
found in the Municipal Infrastructure White Paper. The White Paper contained a series of
recommendations for the design and operation of such a permanent fund, including giving
municipalities the responsibility to set their own priorities, a funding tie‐in to completion of
asset management plans, and related accountability provisions).
U‐8: It is proposed that the Province adopt a policy of assessing the financial implications of,
and providing additional funding, to support municipalities when new environmental
regulations are being introduced, or when existing assets are being reviewed for compliance
with new/more recent environmental legislation or regulations.
It is further proposed that any new or modified environmental legislation or regulations be
accompanied by a long‐term provincial commitment to fund 100% of any and all new capital or
operating costs associated with implementation or management of affected environment
assets or services delivered by municipal government.
It is further proposed that, for legacy assets (those whose siting or operating conditions were
originally approved by the Ministry of the Environment or introduced before Ministry approval
processes were introduced), any orders for physical improvements or increased monitoring be
funded 50:50 by the Ministry (Province of Ontario) and the municipality. This co‐funding model
would apply in the absence of any new (post‐2013) legislative or regulatory changes, whether
or not there is an imminent danger to public health or the natural environment.
The Eastern Ontario Wardens Caucus expresses its appreciation to Environmental Services staff
from the following municipalities who contributed to the discussions and formulation of
recommendations in this report: City of Kawartha Lakes, Northumberland County, Prince Edward
County, Front of Yonge Township, South Frontenac Township, and City of Kingston.
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2. Introduction
Following the completion of the landmark analysis of the overall financial sustainability of
local governments in Eastern Ontario in February 2012, the Eastern Ontario Wardens
Caucus commissioned several follow‐up projects to:
• Examine selected priority areas in greater detail, and
• Update key variables so the work would remain current and could be used with
confidence as a support to future EOWC work.
The EOWC identified five priority areas for further attention, each of which is being
addressed using a White Paper format:
•
•
•
•

•

Municipal Affordability – an examination of operating conditions for municipalities
Ratepayer Affordability – an examination of the financial circumstances of local
economies and the rural residents who bear most of the cost of service delivery
Municipal Infrastructure – an examination of the conditions influencing the overall state
of municipal infrastructure and municipalities’ ability to invest in and maintain these
assets
Social Housing – an examination of the financial circumstances of upper/single tier
municipalities in addressing these community needs, both in terms of local demand for
service and the financial implications of associated capital infrastructure requirements
Environmental Services – an examination of the financial circumstances of single/lower
tier municipalities in addressing these responsibilities, on both the operating and capital
fronts.
Figure 1 ‐ For the purposes of the White Papers, "Eastern
Ontario" was defined as the area bounded by the 13
member governments of the Eastern Ontario Wardens
Caucus and the 90 lower tier municipalities within those
boundaries. The 10 Separated Cities (and Towns) within or
adjacent to those governments, and the City of Ottawa are
not included in these analyses.

The White Papers on Municipal
Affordability and Municipal Infrastructure
were released in the late summer of 2013
while the Paper on Ratepayer Affordability
and Social Housing were released in early
2014. This Environmental Services will be
released in the early summer of 2014.

Each of these White Papers has two new
features not included in the original
financial sustainability analysis. First, the
White Papers have added financial
projections to allow the EOWC and other
stakeholders to understand what the
financial future holds in the year 2020 if
recent trends continue. Second, the White
Papers contain recommendations for
action to address the challenges envisaged as a result of the projections.
Methodology: Projections have been made based on simple straight‐line extrapolation from
the actual experience in three time periods: 2000‐2011, 2007‐2009 and 2009‐2011. Most
data is from the annual municipal Financial Information Returns (FIRs).
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3. More than $2 Billion in Environmental Services Capital Assets
3.1

Value of Environmental Services Assets by End of 2012

In most two‐tier local governments in Eastern Ontario, environmental services2 are the
responsibility of municipalities (townships/towns and villages) rather than the county level of
government. Single‐tier municipalities (cities, towns and some counties) also have
responsibility for environmental services. Across Rural Eastern Ontario, slightly more than $2.06
billion has been invested in environmental services assets up to the end of 2012.
Figure 2 ‐ Value of Environmental Services Assets across Eastern Ontario ‐ By Sub‐Region (2012)

Separated towns and cities in Eastern Ontario are responsible for a very similarly sized
environmental services asset pool ($2.15 billion) and the City of Ottawa has a much larger asset
base ($6.03 billion). Across the region as a while, there is $10.2 billion in environmental services
assets.
3.2

Capital Expenditures Average $85 Million a Year

In the first eight years following the Walkerton tragedy (2000‐2008), more than $736 million
was invested in environmental services – largely related to water, wastewater and storm sewer
systems. Another $629 million was invested in environmental services in the region’s separated
towns and cities. Capital expenditures (“Additions and Betterments”) in 2012 were $112 million
in Rural Eastern Ontario alone, with a ten year average of roughly $85 million a year. The chart
below shows capital expenditures in selected years (2000‐2008 and 2012) indicating how
capital expenditures have grown since 2000 in this area of municipal service.

2

Environmental services include: Wastewater collection/distribution, Wastewater treatment and disposal, Urban storm sewer
system, Rural storm sewer system, Water treatment, Water distribution/transmission, Solid waste collection, Solid waste
disposal, Waste diversion.
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3.3

Capital Infrastructure Deficit Exceeds $600 Million

The book value of Rural Eastern Ontario’s environmental services assets is now $1.4 billion,
suggesting that more than $600 million in value has been lost ($2.06 billion ‐ $1.44 billion). This
lost value can be thought of as the minimum capital infrastructure deficit in environmental
services for municipalities in Rural Eastern Ontario. As is described in a subsequent section of
this report, there are additional factors (primarily unfunded liabilities for solid waste disposal
facilities) that must be taken into consideration when estimating the capital infrastructure
deficit or projecting future capital investment needs. Taking these factors into account raises
the estimated minimum capital infrastructure deficit to at least $700 million.
It can be said that municipalities in Rural Eastern Ontario have been able to preserve roughly
70% of the value of their environmental assets. These municipalities have been able to preserve
a higher percentage of asset value than is the case for transportation infrastructure (70%
compared to just 57% for transportation infrastructure).
There are several special factors influencing municipalities’ apparent ability to preserve asset
values in environmental services:
•

•

Municipalities in Rural Eastern Ontario have large numbers of closed landfills which may
have been fully amortized and therefore do not show up in their accounting records (even
though they still carry significant ongoing monitoring responsibilities and associated costs.
These obligations are held in perpetuity even if the site has exhausted its capacity and
usefulness).
The last decade saw major investments in rural water, waste water, water and sewer and
related systems. The depreciation expenses of these assets will rise in coming years.

While municipalities in rural Eastern Ontario have been able to maintain an average of 70% of
the value in their environmental services, there is significant variability from county to county.
These variations are likely due in large measure to the number of closed landfills in each
municipality as well as recent construction of water/waste water and sewer systems.
Recent large capital investments in Environmental Services assets suggest a correspondingly
large future responsibility for maintaining these assets – often in perpetuity – as well as
responsibility for annual operating costs. Given the relatively small populations and large
geographic areas of responsibility, municipalities in Rural Eastern Ontario will be challenged
to carry these costs.
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3.4 Annual Capital Investment Shortfall of at least $46 Million
Although Rural Eastern Ontario has seen a significant increase in capital investment in
environmental services assets over the last decade (estimated at roughly $85 million a year),
the region has not been able to make the full necessary investment in ongoing maintenance of
these assets.
Necessary investments fall into two categories:
a) Anticipated annual capital maintenance expenditures that are part of good asset
management practices. For Environmental Services, these expenditures are based on the
original cost of the asset and an average 30 year useful life. For Rural Ontario, this suggests
that municipalities should be investing $69 million a year just to maintain the assets they
have.
b) Addressing the capital infrastructure deficit. If municipalities in Rural Eastern Ontario chose
to address the deficit over a 10 year period, they would need to invest $62 million a year for
this purpose.
Taken together, these capital investments total $131 million a year. Note that this expenditure
profile does not provide for any future/additional asset acquisition. Currently, the region is
investing roughly $85 million a year (on average over the last decade), suggesting an annual
capital investment shortfall of at least $46 million. Annual landfill monitoring requirements
(post closure costs) will add at least another $1 million to this amount for the next 10 years,
rising thereafter.
The expectation of $46 million a year as the minimum annual capital investment shortfall is
driven by four factors:
•

The pattern of annual capital expenditures since 2000 showed a steady climb (due to the
need for new capital investment to protect water supplies and ensure a safe supply of
potable water). How much of the average $85 million a year in capital expenditures is
devoted to current annual capital maintenance is unknown but is likely considerably less
than $85 million. As a result, $85 million a year being devoted to capital maintenance is
almost certainly an overestimate.

•

Some assets were capitalized (becoming part of the “at cost” asset value) but cannot
amortized (e.g. land for landfills). As a result, these assets may have very little long term
market but will still need to be replaced. This type of erosion of value is not accounted for
using Financial Information Return (FIR) data; future capital needs will therefore be higher.
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•

Because much of the recent capital investment has been in new assets (e.g. waste water
collection and treatment, water treatment and distribution), amortization expenses will rise
over the coming decade. In addition, these built assets (e.g. pipes, buildings and equipment)
will need replacement sooner than natural assets such as landfills, so annual capital
maintenance expenditures may be higher than for other types of assets. Increasing
provincial requirements for expensive, advanced technologies at landfills will increase
annual capital maintenance investment requirements for these assets as well.

•

Minor capital expenditures, included in municipalities’ annual operating budgets are not
included in this calculation but are significant. It is likely that operating budgets are
absorbing some expenditures that might normally be capitalized and would therefore be
subject to amortization. As a result, amortization expenses – and therefore the need for
capital replacement – is likely to be higher is suggested by the Financial Information Return
(FIR) capital expenditure data.
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Figure 3 ‐ Net Capital Expenditure Surplus or Shortfall for Environmental Services (2012)
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4. Operating Expenditures for Environmental Services Top $225 Million a Year
4.1 Operating Expenditures Increasing at Nearly 6% a Year
•

Municipalities in Rural Eastern Ontario are now spending more than $225 million a year on
operating expenses associated with environmental services. This expenditure line has
doubled since 2000, increasing at an average of compound annual growth rate (CAGR) of
5.9% a year.

•

Expenditures by Separated Cities and Towns are now $162 million a year, having increased
at a much slower rate over the past 11 years (2.64% annually). The City of Ottawa spends
$280 million a year, with expenditures having increased 47% since 2000 (4.3% annually).

Figure 4 ‐ Total Operating Expenditures on Environmental Services (2000‐2012)

CAGR 2000‐2012 (Rural Eastern Ontario): 5.9%
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4.2 Annual Operating Expenditures Expected to Approach $410 Million by 2020
To estimate what might happen to operating costs for the balance of the decade, projections
were made based on rate of change of expenditures in three periods (2000‐2012, 2007‐2012,
and 2009‐2012). These projections suggest that if the longest time frame is used for projecting
(2000‐2012), operating expenditures in Rural Eastern Ontario will reach exceed $410 million by
2020. If the shortest time frame is used (2009‐2012), operating expenditures will reach $329
million by 2020. Consultation with municipal staff with broad and extensive experience in
delivering environmental services across Rural Eastern Ontario suggest that the main factors
that have driven cost increases in the past are continuing to push costs higher; as a result, local
governments should expect to see operating costs rise to closer to the $410 million mark by
2020 rather than $329 million.

?

If by 2020, Environmental Services expenditures do reach $410 million a year across Rural
Eastern Ontario, the cost on a per‐household basis would be roughly $1,023 per household,
nearly 65% above the 2011 expenditure levels ($621 per household). This is significantly above
the $878 per household projected for 2020 in the EOWC’s Municipal Affordability White Paper.
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4.3 Multiple Factors Are Driving Up Costs
The factors driving costs up in environmental services are:
•

Changes in regulatory regimes that have increased monitoring frequency and associated
costs, increased staffing requirements and associated costs, and increased numbers of
directives for changes at the municipal level – often changes to the management of assets
or operations that have either been closed down for years or have been operated
successfully in the existing mode for many years. There are costs associated with all of
these arbitrary directives. In addition, the Ministry of the Environment’s approvals
processes for projects utilizing legacy assets in new ways (e.g. use of landfill gas for energy
generation) are neither timely nor straightforward. This increases municipal costs for
introducing better ways to provide environmental services and delays more cost‐effective
use of municipal assets.

•

A change in the Ministry of Environment’s mandate to focus on a strictly regulatory and
enforcement role, with a dramatically reduced mandate of working collaboratively with
municipalities to find more innovative, cost‐effective ways to protect public safety and the
environment. This shift in relationship between municipalities and the Ministry to a more
adversarial one (with associated costs of legal representation) leaves municipalities with
few options for containing costs and no mechanism for introducing innovations that have
long since been adopted in other more progressive jurisdictions.

•

A change in the way the Ministry of Environment interacts with municipal staffs, delving
into details of municipal operations that go far beyond the regulatory requirements, often
focusing on documentation‐related details that have little or no influence on operational
effectiveness. While having no operational impact, many of these changes trigger major
expenses for municipalities (example: minor corrections to paperwork that trigger a need
for a new Environmental Compliance Approval... and its associated costs). Further, there
appears to be a difference in philosophy between the compliance officers who work with
municipalities each day, and the Approvals Branch. The result is an atmosphere of
uncertainty and unpredictability in the relationship between the Ministry and
municipalities.

•

Expectations of much more extensive placement of monitoring wells, more costly annual
monitoring expenses, and completion of extensive annual reports, even if there is a multi‐
year track record of safe operation. While there has been interest in Smart Monitoring at
the Ministry, there are few places where these regimes have been approved or introduced,
especially without the addition of even more compliance requirements that outweigh the
original intent of the plan.
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•

Energy cost increases, since energy is one of the biggest input costs in environmental
services (e.g. pumping stations, fleets, motors). Ironically, the Province wishes to reduce
greenhouse gas emissions but is missing an opportunity to limit emissions – and associated
costs – from energy use in environmental services.

•

Requirements for expensive, technology intensive solutions when approaches using natural
processes could be deployed with the same effectiveness and at less cost. An example is a
requirement for leachate collection when natural attenuation is available and could address
the requirement on‐site at considerably less cost

•

Additional municipal responsibilities for legacy systems, including closed landfills which
must still be monitored even after closure, and small communal systems that cannot be
replaced by new, centralized systems. In addition, the Ministry of Environment expects that
any unanticipated environmental issues – and the associated costs –will be addressed solely
by municipalities.

The recommendations included in this report suggest ways the rate of increase of operating
costs might be slowed.
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5. Largest Operating Expenditures are for Water/Waste Water, Sewer Services
5.1 Nearly Two‐Thirds of Expenditures are on Water, Waste Water and Sewer Services
•

More than half (63%) of expenditures by municipalities across Rural Eastern Ontario are
made on water, waste water and sewer services3. These types of expenditures account for
roughly $135 million of annual operating expenditures. More than a quarter of annual
expenditures (25%) are made on solid waste management (collection through to disposal)
and the balance (roughly 11%) is devoted to waste diversion.
Figure 5 ‐ Annual Operating Expenditures ‐ Environmental Services, By Type (2012)

Year Over Year Change (2011‐2012):
The proportion of expenditures directed to water, wastewater, sewers and storm sewers has
increased over the 2011 to 2012 period, rising from 58% to 63%. While the percentage of
expenditures directed to solid waste collection and disposal increased in 2012, the absolute
costs increased in both of the two largest expenditure categories.

3

This analysis uses the expenditure categories defined by the provincial Financial Information Return (FIR).
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Figure 6 ‐ Annual Operating Expenditures (2012) ‐ Environmental Services, by Major Category (note: figures are before
adjustments between functions, allocation of program support) 2011 and 2012

Type of Expenditure
Wastewater, storm sewers, water
Solid waste collection and disposal
Waste diversion
Other Expenses
TOTAL – RURAL EASTERN
ONTARIO

2012 ($)
$ 142,480.687
$ 56,702,024
$ 25,529,835
$ 1,217,905
$ 225,930,351

2012 (%)
63
25
11
1
100

2011 ($)
$ 135,365,125
$ 68,138,626
$ 26,441,438
$ 1,593,389
$ 231,538,578

2011 (%)
58
29
11
1
100

The dominance of annual operating expenditures on water, waste water, sewer/storm sewer
services across Rural Eastern Ontario increased from 2011 to 2012, rising from $14.8 million
over twelve months. Expenditures on municipal solid waste were flat and waste diversion costs
were up slightly.
Type of Service
Water, waste water,
sewer/storm sewer services
Municipal solid waste
Waste diversion

2011 ($M)
$127.7

2012 ($M)
$142.5

2011 (%)
61

2012 (%)
63

$58.5
$23.4

$56.7
$25.5

28
11

25
11
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6. Landfills Dominate Solid Waste Management in Rural Eastern Ontario
6.1 Nearly 500 Landfills in Rural Eastern Ontario
•

Based on data available from the Ontario Ministry of Environment Landfill Information
website4, there are 542 landfills in Eastern Ontario with Certificates of Approval/
Environmental Compliance Approvals. Nearly two‐thirds (63%) of these landfills are closed
or not in active use as a landfill; 203 or 37% are open.
In Rural Eastern Ontario, there are 488 landfills, of which 426 are the responsibility of
municipal government. In other words, 90 per cent of the landfills in Eastern Ontario are in
Rural Eastern Ontario; 7% are in the separated cities and towns in the region. The City of
Ottawa has 3% of all landfills.

•

Of the 488 landfills in Rural Eastern Ontario, 87% are owned and operated by municipal
government. Only 13% are owned and operated by private firms or other organizations
(such as provincial ministries or federal departments).

•

Within Rural Eastern Ontario, there are 181 open landfills, almost all of which are likely to
be the responsibility of municipal government. A later section of this report estimates the
numbers of these landfills that may require closure processes in the not‐too‐distant future.
This is more than ten times the number of open landfills in the separated cities and towns.
Figure 7 – Landfills across Eastern Ontario (2013) by Jurisdiction, Type and Operational Status
Source: http://www.ene.gov.on.ca/environment/en/monitoring_and_reporting/limo/landfills/

Sub‐Region
Rural Eastern Ontario
Separated Cities
City of Ottawa
Total

Total
Municipal Private
Other
Open
Closed
488
426
49
13
181
307
37
17
15
5
14
23
17
13
4
0
8
9
542
456
68
18
203
339

6.2 Whether Open or Closed, Landfills Must be Managed
•

4

Legacy assets such as existing landfills, sewage lagoons or other similar physical assets, are
cause for concern across the municipalities of Rural Eastern Ontario. Even if these assets are
no longer in use, there are significant ongoing operating costs (monitoring, attenuation
zones, compliance with changing regulations etc.) – and for the most part, these obligations
persist in perpetuity. These costs will place an increasing burden on the municipal tax base
of Rural Eastern Ontario.

Source: http://www.ene.gov.on.ca/environment/en/monitoring_and_reporting/limo/landfills/
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6.3 Significant Liabilities for Solid Waste Management Facilities in Rural Eastern Ontario
•

Total/Gross Liabilities: In their annual Financial Information Returns (FIRs) to the Ontario
Ministry of Municipal Affairs and Housing, municipalities are required to record the solid
waste management facility liabilities for landfill closure and post‐closure costs. These are
costs that municipalities will face when their landfills are filled to capacity and must be
closed according to approved procedures and processes.

•

In 2012, across Eastern Ontario as a whole, there were $120 million in solid waste
management facility liabilities, up by $4 million from the preceding year (2011: $116
million)

•

Roughly 79% of these liabilities ‐‐‐ $95 million ‐‐‐‐ are the responsibility of the municipalities
of Rural Eastern Ontario and $18 million are the responsibility of the separated cities and
towns. (Note that these are gross liabilities since municipalities may have some reserves set
aside for such future tasks.) The liabilities in Rural Eastern Ontario have increased by $6
million from 2011 to 2012 and may have increased further in the last two fiscal years.
Figure 8 ‐ Solid Waste Liabilities and Net Solid Waste Liabilities ‐ By Sub‐Region (2012)

As is indicated in a subsequent section of this report, it is possible to calculate net solid waste
management facility liabilities by taking the total/gross liabilities and deducting the dedicated
reserves that some municipalities have for landfill closure and post‐closure costs.
6.4 Rural Municipalities Hold Just $127 Million in Environmental Reserves, $23 Million for
Landfills
•

Across Eastern Ontario, the 114 municipal governments hold roughly $300 million in
reserves for environmental purposes. The level of reserves has declined over the 2011‐2012
period (by $30 million) due to a reduction in the reserves of the City of Ottawa.

•

Across Rural Eastern Ontario, environmental reserves went up by about $11 million (to
$127 million) while the separated cities and towns added roughly $3 million in reserves.
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•

The $127 million in environmental reserves held by Rural Eastern Ontario municipalities
represents about nine (9) per cent of the net book value of environmental assets ($1.441
billion) and just six (6) per cent of the value of these assets at cost.

•

Of the total $127 million in reserves held by Rural Eastern Ontario municipalities, most ($94
million) is for wastewater, storm water and waterworks systems. The next largest allocation
is for solid waste disposal ($22.5 million). Waste diversion reserves total $7 million.

•

Reserves for wastewater, storm water and waterworks systems account for $252 million of
the $300 million in reserves (84% of all reserves) held by all local governments in the region.

•

Roughly half of municipalities (48) in Rural Eastern Ontario hold $58.8 million in reserves for
wastewater systems, roughly 36% of the total for all of Eastern Ontario ($162 million).

•

Nearly half (44) of municipalities in Rural Eastern Ontario hold $34.9 million in reserves for
waterworks systems, roughly 44% of the total for all of Eastern Ontario ($80 million).

•

Just two municipalities in Rural Eastern Ontario hold reserves for storm water systems
($64,000), roughly 6% of the total for all of Eastern Ontario ($9.3 million).

Figure 9 ‐ Environmental Reserves, By Type (2012)

Figure 10 ‐ Environmental Reserves, By Type (2011)
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6.5 Landfills: Open... for How Long?
•

Based on data provided by the Ontario Ministry of the Environment for smaller landfills
across Eastern Ontario (not posted on the LIMO website), it is estimated that 37% of landfill
capacity across Rural Eastern Ontario still remains available for use. This capacity estimate is
derived from 90 landfills having submitted data to the Province in 2011; this data was then
extrapolated to apply to the 181 landfills in Rural Eastern Ontario.
Estimated Remaining
Landfills With %
Total Landfills
% of Total
Capacity
Capacity Remaining (#)
Providing Data
10% or Less
11
90
12
10 to 25%
28
90
31
25 to 75%
31
90
34
75% or more
20
90
22

•

Interviews with a cross‐section of municipal staffs suggests that the pattern in many
municipalities – especially those with multiple open landfills ‐‐‐ the “average” remaining life
of landfills is between 15 to 20 years. However, it is typical in many two‐tier local
governments (county plus township/town) to have one landfill facing near‐term closure
(within one to three years) and others that have much greater remaining capacity and
therefore many more years of life.

•

While it is theoretically possible for a municipality to simply shift solid waste to the
landfill(s) with longer remaining lives, the collection costs of doing so will increase
dramatically as fleets must travel longer distances for disposal purposes.

•

Municipalities with landfills facing imminent closure are seeking expansions to these sites.
This is only possible if the landfill already has significant surrounding property without
encroaching on natural attenuation zones or if additional property can be acquired at
reasonable cost. Compared to urban municipalities, rural municipalities may have these
opportunities – and they are often more cost‐effective solutions to the ongoing need for
landfill capacity than requiring installation of engineered liners and leachate collection
systems that may be the only option for other sites. In addition, some municipalities could
have expansion opportunities that may include upgrading or improving the containment
capability of portions of the landfill that are already filled (e.g. better liners or leachate
collection). As indicated in the recommendations section of this White Paper, rural
municipalities are seeking expedited processes for these types of expansions or
improvements to existing landfills.
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•

It is important to remember that remaining “years of service” estimates must consider that
waste diversion can extend landfill life and delay capital costs associated with new or
expanded landfills. However, there are financial implications for increased diversion which
must be taken into account in annual operating budgets.

•

Municipal policies on solid waste management are also changing (e.g. bag types, tag costs)
and environmental service operators are seeking to be innovative (e.g. alternative uses of
closed landfills; new roles in waste stream supply chains). These changes can also influence
how quickly the remaining capacity at any landfill is utilized.

All of the preceding factors influence municipalities’ ability to predict ongoing need for landfills
to handle solid waste, and therefore the costs associated with provision of this service as well
as the costs to close and manage landfills that reach the end of their useful lives.
6.6 Net/Unfunded Liabilities Estimated to Be At Least $72 Million, More Likely $100 Million
The annual FIR includes data on reserves for all purposes including solid waste disposal. Based
on the understanding that solid waste reserves are being built up to cover the solid waste
liabilities, the net liabilities for solid waste disposal – of all types – may be calculated by
deducting each municipality’s reserves from the solid waste liabilities. However, it is not known
what proportion of the available reserves is set aside for each of these purposes:
•
•
•

Closure and Post‐Closure Costs of Landfills
Expansions of existing landfills (if that is an option)
New landfills.

While Rural Eastern Ontario has $95 million (79%) of the region’s total (gross) liabilities related
to solid waste facilities, it also has the same percentage (79%) of net liabilities ($72 million)5.
This is calculated by deducting dedicated reserves ($22.5 million) from the total: $95 million
minus $22.5 million equals $72.5 million). This means that if municipalities in the rural areas
spent all of their dedicated reserves, they would need at least another $72 million to cover
closure costs for all the landfills they are currently operating in their jurisdictions. In other
words, 76% of all such solid waste facility liabilities in Rural Eastern Ontario are not covered by
reserves ‐‐‐ up by $5.3 million over 2011 ($66.9 million).
•

For the 181 open landfills in Rural Eastern Ontario, the FIRs suggest that municipalities face
at least $95 million in liabilities, for which roughly $73 million is not covered by
environmental reserves.

5

Note that Rural Eastern Ontario has just 36% of the region’s population. The City of Ottawa has 46% of the
region’s population with the separated cities and towns having 18% of the region’s population.
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Figure 11 ‐ Minimum Landfill Closure and Post‐Closure Costs

•

Roughly a third of municipalities (37%) in Rural Eastern Ontario do not have the financial
resources to cover much of their solid waste liabilities: these municipalities are currently
lacking reserves to cover 90 to 100% of their liabilities. Another quarter of municipalities are
lacking resources to cover 50‐89% of their liabilities. Roughly the same proportion (26%) can
cover all their solid waste liabilities.

•

Municipalities in Rural Eastern Ontario that are best described as towns or hamlets tend to
have higher levels of reserves for water‐related assets and lower liabilities for solid waste.
More rural municipalities – typically townships – tend to have fewer reserves but
substantially higher liabilities for solid waste.

•

The pace at which local governments in Rural Eastern Ontario will need to set aside funds to
handle solid waste disposal liabilities is based on six factors:
• The number of landfill sites and their status (open or closed)
• For those that are currently open, the estimated remaining capacity until these landfills
are full, especially taking potential waste diversion into account
• The number of years of remaining use of the landfills, which will also be the length of
time over which a municipality can set aside reserves for closure and post‐closure costs
• The estimated closure costs for a given landfill
• The total costs of establishing a new landfill (if the municipality does not have another
suitable option to replace the landfill that is closing).
• The annual post‐closure monitoring costs

The next ten years will be a critical period for building up reserves to cover closure and post‐
closure costs. Given the number of landfills in Rural Eastern Ontario and the likely need for
significant capital investment for closure, expansion or identification of a new landfill site, it
would be wise to consider $72 million as the minimum net/unfunded solid waste liability.

27

6.7 Two Ways to Estimate Closure and Post‐Closure Costs for Landfills
The main reason for caution when considering net/unfunded liabilities for solid waste disposal
is because it is not clear if the closure and post‐closure costs of landfills are completely
reflected in the FIRs. There are two ways to estimate the costs for closure and post‐closure
costs of landfills in Rural Eastern Ontario. One way is to use liabilities data submitted by
municipalities as part of the Financial Information Return (FIR) each year. These costs are based
on analyses carried out by municipalities (often with significant consulting support) and may be
part of municipalities’ asset management planning processes.
•

FIR‐Based Approach: This approach assumes that all of the liabilities and all of the reserves
can and will be devoted to addressing closure/post‐closure costs for landfills. Since some of
the $22.5 million in reserves may be set aside to cover the costs of expanding existing
landfills or creating new ones, not all of these reserves may be available to cover a portion
of the estimated $95 million in closure/post closure costs. It should also be noted that:
o Not all municipal FIRs comment on these liabilities, perhaps pending completion of
asset management or environmental master plans. It is therefore unlikely that all
total solid waste disposal liabilities are captured in the FIR, thereby understating the
total liabilities.
o Both total liabilities and net/unfunded liabilities are continuing to rise. For instance,
in 2011‐2012, total liabilities in Rural Eastern Ontario increased by $6 million and
net/unfunded liabilities increased by nearly as much – $5.3 million. This suggests
that not all waste disposal liabilities may have been captured across the region, and
that municipalities are losing ground on the challenge of setting aside reserves for
these purposes. It is therefore likely that net unfunded liabilities have continued to
rise since 2012 and may continue to do so in the years ahead.
o Consultations with municipal staffs responsible for managing these assets suggests
that landfill monitoring‐sampling and fieldwork for monitoring, along with consulting
costs to meet reporting requirements will be in the $50,000 to $100,000/year range
for most municipalities. Municipalities with the most extensive landfill management
responsibilities may see annual costs closer to $150,000. This would suggest an
annual post‐closure cost for the 181 open landfills of roughly $18 million – a number
not far removed from the current $22.5 million in dedicated reserves. Virtually all
existing dedicated reserves could be spent on post‐closure monitoring costs alone,
with very few funds available for actual closure costs.

For all three reasons, it may be wise to consider the FIR‐based total solid waste liabilities ($95
million) as the low‐end estimate of net/unfunded solid waste liabilities.
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•

Projection Using LIMO Estimated Remaining Capacity Data: The second way to estimate
the costs for closure and post‐closure costs of landfills in Rural Eastern Ontario is to project
these costs based on an average cost of closure (these costs can be estimated based on
recent closure costs for landfills in Rural Eastern Ontario) combined with LIMO data on
estimated remaining capacity (to estimate the timeframe over which municipalities would
have to address these liabilities). Average closure costs are scaled up to account for the
number of years of remaining life in landfills.
Average cost of closure for an individual landfill is based on interviews with municipal
officials, with an inflationary factor included for those landfills that likely will be closed
further into the future. This estimate does not include any costs that would be associated
with expansion of existing landfills, which is an option for a number of municipalities across
Rural Eastern Ontario.

•

Using LIMO data, the total liability for solid waste disposal sites (landfills) in Rural Eastern
Ontario is estimated at $135 million6, of which some portion of the $22.5 million in
dedicated reserves will help to address. This suggests net/unfunded solid waste liabilities of
$112 to $135 million.

•

Roughly 27% of the liabilities ($37.5 million) for solid waste disposal will need to be
addressed in the next 10 to 12 years. If municipalities must find $37.5 million in the next
decade and there is $22.5 million in dedicated reserves, this leaves a gap of $15 million (or
approximately $1.5 million a year for the next 10 years). However, the challenge for some
municipalities is to set aside reserves to meet future challenges when they are facing other
significant infrastructure needs today – for instance, roads and bridges and perhaps other
facility costs. Further, it is often the smaller municipalities (fewer residents, limited tax base,
lower incomes) that have the largest number of landfills.
Figure 12 ‐ Landfill Closure and Post‐Closure Costs Based on Extrapolation from LIMO Data on Estimated Remaining
Capacity

6

This estimate is somewhat higher than the FIR‐based estimate of $95 million.
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For the purposes of this analysis, it is assumed that the estimated net/unfunded solid waste
disposal liabilities lie in the $95 million (low end FIR‐based) to $135 million range (high‐end
extrapolation from LIMO data).
A mid‐range estimate of $100 million provides an order‐of‐magnitude allocation for these
unfunded liabilities. These liabilities are not included in the capital infrastructure deficit
estimate of $600 million and must be added to it to appreciate the total capital
expenditure likely to be required for Environmental Services in Rural Eastern Ontario.

This White Paper contains recommendations concerning the opportunities for EOWC
member municipalities to work together, as well as jointly with the Province and other
stakeholders, on strategies that could increase revenues, reduce or better manage solid
waste management costs without triggering environmental risks.
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6.8 Solid Waste Liability Estimate Does Not Include Costs for New Landfills, New Regulations
•

Note that neither the total or the net unfunded liability estimates include:
•

Costs of establishing new landfills if the current site or another site in the same
municipality cannot be expanded. Anecdotal information suggests that opening a new
landfill can cost at least $1 million – often more – with a small proportion of this cost
being land acquisition, landfill design or construction.

•

Landfill monitoring costs for open or already closed landfills to ensure that these
landfills do not have negative environmental impacts on surrounding areas. It is not
unusual to find municipalities expending $50,000 to $100,000 a year on technical
services to monitor and meet reporting requirements on landfills.

•

Regulatory submission costs to submit required documentation and reports to the
Ministry of the Environment, ensuring that municipalities are fulfilling their regulatory
obligations, securing appropriate certificates for the types of waste they wish to receive
at their landfills, and gathering data on a regular basis to manage landfill and other
environmental service assets over the long term. Anecdotal information suggests that
these costs are at least as high as technical monitoring costs, especially when consulting
costs and municipal staff time is considered.

•

Enhanced regulations, particularly for closed landfills, to ensure that these sites are
managed to the latest standards in Ontario. Anecdotal reports indicate that landfills in
Rural Eastern Ontario that have been closed for a number of years have been subject to
recent directives to enhance site features to protect public safety and nearby natural
resources. These costs may not have been budgeted for in the current fiscal year.

It is highly likely that municipalities will need to invest at least $100 million in solid waste
disposal assets (landfills) over the next decade or so. This investment is far beyond the
resources municipalities may be holding in reserves for this purpose; finding these funds
will be challenging for smaller municipalities with relatively few citizens and a modest tax
base.... but multiple landfills to manage.
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7. Waste Diversion Success May Have Reached a Plateau
7.1 More than a Quarter of Solid Waste Collected is Now Diverted from Disposal
•

According to data posted by Waste Diversion Ontario, Rural Eastern Ontario diverted (via
Blue Box curb‐side pickup or depot collection) 82,000 tonnes of solid waste from landfills in
2011. This is roughly 29% of all solid waste collected, disposed of or diverted in the rural
areas (286,800 tonnes). This is slightly less than in the Separated Cities and Towns and less
than the diversion rates achieved by the City of Ottawa (see table below).
Figure 13 ‐ Total Tonnage of Solid Waste Diverted and Total Solid Waste Disposed Of Or Diverted (2011)

•

The data for equivalent performance measures in 2012 is far less helpful in understanding
waste diversion performance across municipalities in Rural Eastern Ontario: more than 30
municipalities did not include this data in their 2012 FIR submissions. It is therefore not
possible (at least from this source) to compare either the volume of solid waste diverted or
the diversion rate to the preceding year. According to the submissions that were made by
many municipalities, the total tonnage of solid waste may have declined, the tonnes of solid
waste diverted may be down just slightly, and the diversion rate remained the same or
increased slightly.
Anecdotal information from a cross‐section of staff members responsible for waste
diversion suggests that diversion success has “flat‐lined” in recent years for multiple
reasons (lighter weight materials, lack of funds for public education, volatility in the
market price for recyclables). The Province appears to have acknowledged this in tabling a
new Waste Reduction Act and associated strategy. Clearly, new strategies are needed if
the costs of waste diversion programs are to be kept under control and if waste diversion
is to remain an effective strategy for keeping useful/reusable materials out of landfills ‐‐‐‐
and thereby extend their useful lives.

32

7.2 Net Cost Per Tonne for Waste Diversion Higher in Rural Areas
•

Analysis of data from Waste Diversion Ontario indicates that the net cost per tonne to
divert solid waste (costs after revenues from sale of recyclables are taken into account) is
significantly higher in rural areas than in urban ones.
Net cost data (2011) from Waste Diversion Ontario, categorized by WDO program (see chart
below), shows that urban regional communities typically had the lowest average (net) cost
per tonne for diverted material (average: $155/tonne) while rural collection programs and
rural depots in Southern Ontario had the highest costs (average: $361/tonne and
$432/tonne respectively).
By 2012, the average (net) cost per tonne for Rural Eastern Ontario for rural collection
programs had increased to $376 and cost per tonne for rural depots has increased to $564.
Figure 14 ‐ Average Net Cost Per Tonne for Waste Diversion (2011), by WDO Blue Box Program Type

•

This pattern appears to be the result of two phenomena:
• Gross cost per tonne for diversion via Blue Box rises as the size of the community
declines and as geographic dispersion of population increases.
• Gross revenue per tonne for marketed material declines for smaller communities.
As a result, the net cost per tonne for diversion via Blue Box rises as the size of the
community (population) and associated material volumes decline, and as geographic
dispersion increases.

•

Overall, Rural Eastern Ontario’s costs for curb‐side collection compare favourably to other
communities, but these municipalities find it more challenging to match costs for depot
collection. In part, this is understood to be due to better revenues for materials picked up in
curb‐side programs.

Note that net cost per tonne for diversion across Rural Eastern Ontario increased in the 2011
to 2012 period. The region remains above the (2011) provincial average in all categories.
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•

Options for municipalities to address the waste diversion challenge could include:
o Multi‐municipality collaborations and material recovery facilities (MRFs)
o Participation in studies or trade associations that are seeking to grow the market for
recovered materials
o Advocacy with the Province concerning strategies to reduce the total amount of
waste in the province, change incentives, penalties or formulae used to influence
the amount of waste that can be diverted, strategies to support programs allowing
municipalities to cost‐effectively increase waste diversion, or to provide them with
greater latitude on how such programs can be designed. Waste Diversion Ontario is
also encouraged to review annual data calls to eliminate requests for information
that are not useful to the Province or (in many cases) to municipalities.
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Figure 15 ‐ Summary of Costs and Revenues by Waste Diversion Ontario Blue Box Program Type (2011); comparing Rural Eastern Ontario with Southern Ontario (2011)
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8. Locally‐Generated Revenues Rising Faster than Consumer Price Index
8.1 Property Tax Revenues Up by 92% in 2000‐2011 Period
As was described in the EOWC’s Municipal Affordability White Paper (published in August of
2013), revenues raised from property taxes by municipalities in Rural Eastern Ontario for
“own purposes” (to pay for local services) rose from $409 million in 2000 to $786 million in
2011 – an increase of 92% over the period. This rate of increase is equivalent to a 6.1%
compound annual growth rate (CAGR) over the entire eleven year period. In a slightly
shorter timeframe (2002‐2012), the Consumer Price Index (CPI) for Canada rose by 21.8%. It
is clear that local governments have had to increase their draw from the local tax base at
rates far higher than the CPI.
Figure 11 ‐ Taxation (Own Purpose Revenues) for Local Governments in Rural Eastern Ontario (2000‐2020) Actual: 2000‐
2011; Projected: 2012‐2020)

The same pattern of revenue increases exceeding the CPI is evident for more recent times.
In the 2007‐2011 period, the rate of increase of property tax revenues slowed slightly, rising
from $647 million to $786 million – an increase of 22%, equivalent to a CAGR of 5.0%. In
that four year period of 2007‐2011, the Consumer Price Index for Ontario (all items) rose by
8.3% for the entire period, with particularly strong increases in 2008 (2.3%), 2010 (2.5%)
and 2011 (3.1%)7. In the last two years of the period (2009‐2011), the rate of increase in
property taxes slowed further in the last two years of the period (2009 to 2011) to 4.8%.

7

Source: http://www.statcan.gc.ca/tables‐tableaux/sum‐som/l01/cst01/econ09g‐eng.htm
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If property taxes continue to increase at the 2007‐2011 rate (CAGR: 5.0%), local
governments will be raising $1.18 billion a year in property taxes – most of which are
coming from residential property owners. This would be a 50% increase over 2011.
Growth rates in property tax revenues are reflective of increases in the costs of service
delivery; the apparent need to increase property taxes at rates higher than the CPI would
suggest that the CPI may not be a good measure of the rate at which program/service
expenditures – or the associated revenue requirements of local government – have risen
in the past or will continue to rise in the future.
8.2 Deferring Capital Expenditures is No Longer a Viable Strategy for Closing Operating
Expenditure‐Revenue Gap
If the CPI is viewed as a target measure for funding increases by the provincial or federal
governments, or by municipalities for the rate of increase in property taxes, local
governments are likely to face a growing gap between expenditures and revenues. In the
past, this revenue‐expenditure gap has often been closed each year by deferring capital
expenditures. This strategy is not sustainable.
Especially in the field of Environmental Services, expenditure deferrals are rarely possible.
The provincial Ministry of the Environment is authorized to order municipalities to take
action on risks to human health or the environment – whether those risks are imminent or
not, and can also order municipalities to update or upgrade existing infrastructure to meet
new, more stringent regulations. In addition, if a capital asset should fail (e.g. if water or
waste water collection system or treatment facility breaks down, a landfill or lagoon
becomes full, or a storm sewer begins to leak), municipalities are obliged to act quickly;
they cannot simply suspend service until the next fiscal year. As a result, it is vital that
municipalities be in a financial position to address both capital infrastructure and
operating cost financing requirements. For rural municipalities with limited potential to
increase property tax revenues, the need for a permanent, provincially‐supported
infrastructure fund is essential (see EOWC White Paper on Municipal Infrastructure for
specific recommendations).
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8.3 Own Purpose Revenues Projected to Reach $1.57 Billion By 2020
Total Own Purpose Revenues (property taxes plus user fees and charges) rose from $539
million in 2000 to $1.06 billion in 2011 – a 97% increase over the entire period, equivalent
to a compound annual growth rate/CAGR of 6.35%). The rate of increase in the 2007‐2011
period accounted for 21% of the total with the CAGR slowing to 4.91%). The CAGR for the
2009‐2011 was slower yet, at 4.86%, with 10% of the overall growth in that period.
If future revenues increase at the same rate as in 2007‐2011, total Own Purpose Revenues
will reach $1.57 billion by 2020. This would mean a CAGR of 4.43% for each of the next nine
(9) years and local tax levies and other charges would have to increase by $56 million each
and every year. (Note that these increases do not include any additional provision for
infrastructure expenditures.) If however, future increases track the 2000‐2011 pattern, Own
Purpose Revenues will reach $1.9 billion – an additional $93 million a year.
8.4 User Fees and Charges Account for a Quarter of Own Purpose Revenues
In Environmental Services, municipalities do have some latitude to levy user fees and
charges as part of a “user pay” financial strategy. Examples are charges per unit volume or
weight for using municipal services such as water/waste water systems, or bag tag fees for
waste transferred to a landfill. Ratepayers must find the resources to pay these fees just as
they must for property taxes. In addition, increases user fees can trigger cost avoidance
tactics such as roadside dumping, which is expensive to clean up and also increases the
costs of monitoring and enforcing bylaws.
The growth in municipal responsibilities for Environmental Services over the last decade is
almost certainly one of the reasons that municipal fees and charges rose from $131 million
in 2000 to $275 million in 2011, an increase of 110% over the period (slightly higher than
the rate of increase in property taxes: 97%). These fees and charges now make up a slightly
larger proportion of locally‐generated revenues, rising from 24% in 2000 to 26% in 2011.
Projections for 2020 suggest that user fees and charges will comprise roughly the same
share of local revenues (25%) although fees and charges may increase at a faster pace if
operating expenditures reach the projected $410 million range.
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8.5 Municipalities Cannot Count on Assessment Growth to Close Gap
It is extremely unlikely that municipalities in Rural Eastern Ontario will be able to generate
significant increases in property tax revenue from real growth in assessment (new
construction, renovation or other improvements) as opposed to changes in value due to
reassessment (increased values for the same properties). Based on data provided by the
Municipal Property Assessment Corporation for Ontario (MPAC) for the 2006‐2012 period,
total assessment in Rural Eastern Ontario grew by $39.6 billion, rising from $68.2 billion in
2006 to $107.8 billion in 2012 – an increase of 68% over the six‐year period.
To understand how much of the increased assessment is real growth MPAC data was
obtained and analyzed for 2006, 2008 and 2012. This analysis showed that in any given year
in the 2006‐2012 period, real growth contributed roughly 2.0% while reassessment
contributed approximately 13.25% – a ratio of 1:6.
If this 1:6 ratio holds true for the entire 2002‐2012 period, this would mean that 15% of the
growth in assessment ($5.9 billion) was due to real growth (general broadening or
strengthening of the tax base through additions or improvement to the regional building
stock) and 85% ($33.7B) was from a general rise in the assessed value of all real estate.
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9. Taking Action on Environmental Services

Recommendations
Keeping municipal government affordable for local ratepayers will require local governments to
change the trajectory of both service delivery costs and the revenues available to pay for these
services (see EOWC White Paper on Municipal Affordability). Local governments will also need
to become more proactive in supporting the efforts of their own ratepayers to improve the
economic circumstances of the region, its households and businesses (see EOWC White Paper
on Municipal Affordability). This White Paper contains information that will help guide the
EOWC’s efforts related to possible advocacy programs, policy development, and in‐region
operational changes, all related to environmental services. The following recommendations
cover some actions that local governments might take on their own or through the EOWC, as
well as those which might be undertaken in partnership with upper levels of government.
Recommendations for EOWC and Constituent Municipalities:
E‐1: It is proposed that the EOWC continue to actively support the development of a region‐
wide economic development strategy with the long‐term objective of stimulating growth as
well as jobs across the region, which will in turn stimulate growth in the region’s property tax
base. The ultimate goal is to increase total assessment as well as the proportion of assessment
from industrial, commercial and institutional operations. (This same recommendation is found
in the Municipal Affordability White Paper).
E‐2: It is proposed that the EOWC encourage its members to consider collaborative approaches
to providing regulatory compliance services for Environmental Services. These collaborative
approaches could include joint tenders for environmental engineering services, cross‐municipal
contracts where qualified municipal staff could support multiple municipalities in the same
general area, or the creation of a special purpose body to provide these services across Eastern
Ontario. [Note: cross‐municipal means beyond the boundaries of a two‐tier county system].
E‐3: It is proposed that the EOWC encourage its members to consider collaborative approaches
to waste diversion. These collaborative approaches could include shared or cross‐municipal
contracting, regional eco‐industrial supply chains (waste material suppliers linked to
buyers/customers) or regional processing hubs. These approaches would be applied to the
collection, aggregation and reintroduction to markets of materials which would otherwise go to
landfills. The express purposes of these approaches are to increase revenues from these
materials, reduce net costs of diversion or solid waste management, or extend the useful life of
landfills.
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Recommendations for the Province of Ontario:
U‐1: It is proposed that the EOWC encourage and support the Province of Ontario in its
continued efforts to contain the growth in program and service delivery costs, including those
that are mandated to municipal government. In Environmental Services, the EOWC encourages
the Province to consider:
a) The relative costs and benefits (in terms of public safety and human health) associated with
further additional regulation and monitoring of landfills where there has been no evidence
of off‐site migration.
b) Empowering municipalities to determine the timeframe and method of effecting any
improvements or changes to environmental assets required as a result of a Ministry order,
where is no imminent danger to human health or the environment.
c) Adjusting the conditions under which an amendment to an Environmental Compliance
Approval (ECA) is required so that these costly amendment processes are required only
when the change taking place is required to protect human health or the natural
environment and where there is no imminent danger to human health or the environment.
Specifically, a simple administrative process would be used in circumstances where the only
change is having documentation on file agree with long‐standing practice that has
previously been reviewed and approved by the Ministry of the Environment.
The Ministry is also encouraged to shorten timelines for routine approvals and provide
greater predictability on the length of time that approvals are expected to take. These
changes would reduce municipal uncertainties in planning and budgeting for approval‐
dependent work.
d) Simplifying forms and submission processes associated with environmental services, to a)
focus on only those data required by the Province for regulatory compliance and related
financial or legal purposes, and b) make it easier and less expensive for municipalities and
the Ministry to track environmental compliance.
Examples:
• Simplify the annual Waste Diversion Ontario data call to focus only on volumes of
different types of material being diverted and/or disposed of, associated financial data,
and data that is required to determine funding support. Any and all other information
would be deleted from the data call. Over time, municipalities expect enhanced support
for waste diversion and a simplified method of calculating that support on a
municipality‐by‐municipality basis.
• Convert requirements to submit waste manifests from a paper to an electronic (web‐
based) system.
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•

Move to a single Ministry of the Environment (web) portal through which all municipal
environmental services documentation could be submitted. For example, data for
landfills, waste diversion, hazardous waste and other environmental compliance data
requirements should all be submitted through a single portal.

U‐2: It is proposed that the Province continue to work with the Association of Municipalities of
Ontario (AMO) and goods producing sectors, to enact a Waste Reduction Act, making individual
producers responsible for end‐of‐life management of their products, including compensation to
municipalities for collecting and disposing of wastes requiring disposal in municipal landfills.
Until such a compensation system is achieved, it is further proposed that the Province provide
enhanced funding support for waste diversion in rural or remote parts of Ontario. The
enhanced support would be designed to offset the higher costs of diversion (due to lower
volumes and higher transportation costs) in communities with more widely dispersed
populations or workplaces.
It is further proposed that the Province provide leadership in encouraging continued reductions
in the extent of waste generated through the Ontario economy. Examples include ways to
reduce the total extent of packaging or eliminate it altogether; increased standardization of
packaging to increase versatility of use; increased use of returnable/reusable packaging; or
increased use of recyclable or biodegradable materials.
U‐3: It is proposed that the Province partner with municipalities to undertake joint market
development projects (province‐municipalities) to determine how best to aggregate, find
markets, build demand or the supply chain for different types of materials diverted from
landfills in Rural Eastern Ontario. In this case, the emphasis is on finding business models,
transportation solutions, and customers for diverted materials so as to reduce net costs of
operating landfills, extend their useful life, and increase total diversion across the region. This
work is expected to complement and support initiatives which examine the economic viability
of Material Recovery Facilities (MRFs) across the province.
U‐4: It is proposed that the EOWC work with the Association of Municipalities of Ontario (AMO)
and the Province of Ontario ‐‐‐ particularly the Ministry of the Environment ‐‐‐ to explore
immediate or near‐term opportunities for:
c) Alternative, safe ways to utilize legacy assets such as closed landfills or lagoons to generate
revenues which could be applied to ongoing compliance costs or cover other costs of
municipal services. (Example: landfill gas capture/energy generation, energy from waste,
material processing/reprocessing)
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d) Expedited or fast‐track methods through which approvals to expansions of existing landfills
can be obtained (Examples could be significant increases in threshold conditions that trigger
Environmental Assessments, practical application of reasonable use guideline re:
groundwater).
U‐5: It is proposed that the Province establish a dedicated pilot project research fund, led by
the Ministry of the Environment, through which the Province, the private sector, the scientific
and research community, and municipalities could co‐sponsor projects to:
•

Deliver Environmental Services more cost‐effectively (for example: make use of natural
ecological services such as natural/biological filters or attenuation processes rather than
requiring expensive, energy‐intensive high‐tech solutions; test new technologies for
effectiveness in addressing health and environmental protection associated with water,
waste water and sewer services, storm sewers, and solid waste management services). The
objective of these projects would be to provide credible scientific and technical data to
support Ministry of the Environment regulatory changes required to introduce scientifically,
technically and financially sound approaches or technologies into Ontario’s environmental
services regime. A key element of regulatory change would be to introduce expedited, less
onerous approval processes for new and innovative technologies that are validated through
the pilot project process.

•

Make better use of existing municipal Environmental Services assets (for example: ways to
safely remediate or re‐purpose landfill sites or similar assets, utilize these assets for public
recreational purposes, mine landfill sites for materials which can be recycled, used as
substitutes for non‐renewable materials, or used to generate energy for other municipal or
public purposes.) The purpose of these projects would be to provide credible scientific or
technical data to support the development of formal business cases or (re)development
proposals for specific sites so they can be turned to new purpose.

U‐6: It is proposed that the Province (particularly the Ministry of the Environment) consult
more extensively with and engage municipalities and the EOWC on legislative or regulatory
changes, or on changes in processes or funding that will affect services mandated to municipal
government. In particular, the EOWC requests more extensive consultation with its members
than is provided by simple website posting of draft changes.
It is further proposed that the Province direct other Ministries or provincial agencies, boards
and commissions to consult more extensively and engage municipalities and the EOWC on
other legislative or regulatory changes, or changes in processes or funding that will have
implications for the costs of environmental services mandated to municipal government.
Examples include MPAC (re)assessment of environmental facilities and assets, natural resource
policies, licensing for aggregate extraction, or protection of endangered species.
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U‐7: It is proposed that the EOWC work in partnership with the Province of Ontario to design
and implement as soon as possible a permanent, predictable, non‐competitive infrastructure
fund designed specifically for small, rural and remote areas. (This same recommendation is
found in the Municipal Infrastructure White Paper. The White Paper contained a series of
recommendations for the design and operation of such a permanent fund, including giving
municipalities the responsibility to set their own priorities, a funding tie‐in to completion of
asset management plans and related accountability provisions).
U‐8: It is proposed that the Province adopt a policy of assessing the financial implications of,
and providing additional funding, to support municipalities when new environmental
regulations are being introduced, or when existing assets are being reviewed for compliance
with new/more recent environmental legislation or regulations.
It is further proposed that any new or modified environmental legislation or regulations be
accompanied by a long‐term provincial commitment to fund 100% of any and all new capital or
operating costs associated with implementation or management of affected environment
assets or services delivered by municipal government.
It is further proposed that, for legacy assets (those whose siting or operating conditions were
originally approved by the Ministry of the Environment or introduced before Ministry approval
processes were introduced), any orders for physical improvements or increased monitoring be
funded 50:50 by the Ministry (Province of Ontario) and the municipality. This co‐funding model
would apply in the absence of any new (post‐2013) legislative or regulatory changes, whether
or not there is an imminent danger to public health or the natural environment.
The Eastern Ontario Wardens Caucus expresses its appreciation to Environmental Services staff
from the following municipalities who contributed to the discussions and formulation of
recommendations in this report: City of Kawartha Lakes, Northumberland County, Prince Edward
County, Front of Yonge Township, South Frontenac Township, and City of Kingston.
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1. Executive Summary
Along with being able to feed and clothe ourselves, keeping a roof over our heads (housing) is
essential to our survival and ability to prosper. Yet there are significant numbers of individuals
and families across Eastern Ontario for whom housing is a serious challenge. Sometimes the
barrier is financial, sometimes it is finding accommodation that is suited to particular special
physical needs, and sometimes it is finding any shelter at all.
Because municipal governments carry primary responsibility (through local housing
corporations) for addressing housing challenges in their communities, the Eastern Ontario
Wardens Caucus has prepared this overview of social housing across the region. This allows
policymakers to understand the housing patterns that prevail across the region, including both
the rural areas represented by the EOWC and the separated towns and cities in Eastern Ontario
represented by the Eastern Ontario Mayors’ Committee.
Social Housing: A Perfect Storm?
The confluence of many factors has created an extraordinarily challenging environment for
both providers of social housing and the people who need those services:
•

Municipalities with responsibility for managing social housing assets face a significant
infrastructure deficit – the need to invest in social housing stock without the financial
resources to meet the need

•

A looming capital investment challenge (due to declining federal capital support as many
social housing projects reach End of Agreement through to 2039)

•

Declining operating subsidies at the same time as capital support wanes

•

Financial and governance challenges among other local service providers that have
historically provided social housing of all types

•

At the community level: changing housing needs in both types of housing and locations of
these units

•

Across communities, the province and the country: generally increased costs of owning or
renting accommodation.

Municipal Governments Responsible for $467 Million in Social Housing Assets (At Cost)
Local governments in rural and urban areas of Eastern Ontario (not including the City of
Ottawa) are responsible for $467 million in social housing assets (at 2012 cost). These assets
now have a book value of $257 million, suggesting that these assets have lost 45% of their
value, as amortization expenses have outstripped municipalities’ ability to reinvest to maintain
them. If these assets are considered on a replacement cost basis, they would be valued at $1.17
billion; this increases the capital investment requirements in the region dramatically.
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Roughly 14,000 Social Housing Units across Eastern Ontario: There are currently more than
9,000 municipal social housing units across Eastern Ontario, with another 3,000 to 5,000 being
operated by other non‐profit organizations or the private sector (Rent‐Geared‐to‐Income units).
In total, it is likely there are more than 14,000 units across the region.
$526 Million Capital Infrastructure Deficit The review suggests that communities in Eastern
Ontario – rural and urban areas alike – face major challenges in responding to the housing
needs of their fellow citizens. As with many other areas of infrastructure, municipalities, their
local housing corporations and local not for profit housing providers are struggling to maintain
social housing stock. Based on replacement cost assumptions, the capital infrastructure deficit
for social housing is estimated to exceed $526 million (2012). If this deficit were addressed
over a 10‐year period, $52.7 million a year in capital investment would be required.
The financial implications of regular/ongoing maintenance of these assets are that Eastern
Ontario municipalities (not including Ottawa) should be investing $39 million a year for capital
maintenance of social housing assets. Rural municipalities should be investing $19.6 million a
year while the separated cities and towns should be investing $19.4 million a year. These
estimates do not include any provision for growth (more people needing affordable housing nor
any major renovations to or replacement of existing units). Nor does it address the capital
accumulated infrastructure deficit.
Municipalities Face $71 Million Shortfall in Annual Capital Expenditures: Even before declining
federal support for capital expenditures is taken into account, municipalities in Eastern Ontario
face a $71 million net shortfall in capital expenditures. This estimate takes into account the
need for municipalities to address the social housing capital infrastructure deficit ($52.6
million/year) and to make annual capital investments in the existing asset base to keep these
assets in good condition ($39 million). It also considers that municipalities in Eastern Ontario
are already investing roughly $20 million a year in social housing.
End of Agreement Viability Questionable in Eastern Ontario: The federal government’s
existing commitment to capital support for social housing is declining (as the debentures for
each project are discharged); this phenomenon has come to known as End of Agreement (EOA).
Research conducted by the (Ontario) Housing Services Corporation over the last several years
suggests that only one in eight municipal social housing projects in Eastern Ontario will be
financially viable on both an operating and capital basis after their federal financing agreement
runs out (these agreements come to an end on a staggered basis in the 2000‐2039 period). At
least 80% of projects are expected to have insufficient reserves set aside or insufficient
operating revenues to cover costs in a post‐EOA environment. A third of municipal projects are
projected to be non‐viable on both capital and operating bases.
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Existing Housing Units are At Risk: Information collected across Eastern Ontario to date
suggests that financial viability of housing stock is at least as tenuous as across the province as a
whole. Often, the level of reserves available to address ongoing capital maintenance is less, the
projects are reaching EOA sooner, and residents’ financial circumstances are more challenging
than for the province as a whole. As a result, new financial strategies – and enabling public
policy – will be needed to help municipal governments and their community partners address a
post‐EOA world. Yet, new strategies and policies will not be enough; there will also be an
ongoing need for federal and provincial participation in the social housing sector.
Wait List Numbers Steady But Mask Challenges for Meeting Specific Needs: Total numbers of
households on Eastern Ontario’s social housing wait lists have remained relatively steady over
the past decade, fluctuating between 7,500 and 9,000. However wait time ranges for each
service area (a few months to a few years) reveal more about the challenges in meeting the
housing needs of diverse populations. Most of the eleven service areas have wait times for
some households that reach two to five years or more in duration.
Housing Affordability Goes Beyond Social Housing: Individuals and households in Eastern
Ontario (especially in rural parts of the region) are challenged on housing’s affordability front.
For instance, household incomes in Rural Eastern Ontario are typically lower than the provincial
average. The average (pre‐tax) household income is roughly $10,000 a year (about 13%) lower
than the Ontario average.
Many rural households are more dependent on government transfers than across Ontario as
whole; nearly one in five (18%) are senior citizens – higher than the provincial average of 15% –
and still climbing.
With more than 80% of rural households owning the home they live in, many struggle under
both the financial and the maintenance burden associated with looking after a long‐time family
home. Alternative accommodations, such as apartments or condominiums, are quite scarce;
only 16% of households in rural areas live in rental accommodation, compared to 29% in the
separated cities and towns. The challenges of transitioning out of the family home often require
people to go to larger urban centres or stay and try to maintain the home as best they can with
their existing financial resources. Because the percentage of homes in need of major repair in
Rural Eastern Ontario (8.6%) is well above the provincial average (5%), it appears the
maintenance challenge is increasing.
In some circumstances, the inability of rural and small urban communities to respond to issues
related to housing results in higher than necessary costs in other service areas. For instance, the
absence of affordable housing can mean that residents stay in their accommodation longer
than might be advisable. EMS services may respond to calls that would have been handled on‐
4

site at a suitable facility (e.g. supportive housing or long term care). The costs for providing this
service are born by the health care system ‐‐‐‐ with both the Province and municipalities
incurring extra costs as a result.
Need for Transitional Strategy for Social Housing: To some extent, social housing challenges
are also transitional: the types of housing present in Eastern Ontario are no longer a good
match for the needs of those with the most significant housing requirements. Developing and
paying for plans to convert or replace existing housing units with accommodations that better
match contemporary needs is a daunting assignment. This is particularly so as federal
debentures for social housing (between now and 2039) are paid off and related subsidies end.
While the initial capital investment for these units will have been paid off, there will be an
ongoing need for further capital investment just to maintain the existing units, to modify or
replace them to better suit contemporary needs, or add new units in new locations. With the
federal government exiting from $2 billion in funding commitments by 2032, this will leave a
gaping infrastructure chasm specific to social housing. And since subsidies keep rental rates
down for financially‐stressed tenants, ongoing operational support will also be needed to
ensure these units remain affordable. Limited prospects for long‐term federal‐provincial
funding are calling into question the financial sustainability of many social housing projects.
Municipalities also need policy flexibility from the Province, to allow local responses to local
housing issues and needs. Many communities are seeing the need for a changing mix of housing
types and a changing geographic distribution of these units. There is a need for new business
models to support cost‐effective, coordinated responses by public and private providers. There
is also a need for better deployment of technology to understand needs on a regional basis and
simplify provincial reporting/compliance processes.
Social Housing Not Sustainable Without Support from Upper Levels of Government: Taken
together, capital infrastructure investment requirements, the operating cost environment,
changing housing needs in the community, and the stress that other housing providers are
facing, all combine to pose major challenges for local governments striving to respond to
housing needs in communities across Eastern Ontario. While municipal governments and local
housing corporations have some opportunities to respond to a changing fiscal and social
environment, there is also a clear and urgent need for continued financial support from upper
levels of government.
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Recommendations
Providing affordable local services, such as social housing, will require municipal governments
to change the trajectory of both service delivery costs (capital and operating) and the revenues
available to pay for these services. The following recommendations cover some actions that
local governments might take on their own in their role as local Service Managers, through local
housing corporations, or through the EOWC, as well as those which might be undertaken in
partnership with upper levels of government.
Recommendations for EOWC and Constituent Municipalities:
E‐1: It is proposed that the EOWC continue to actively support the development of a region‐
wide economic development strategy with the long‐term objective of stimulating growth as
well as jobs across the region, which will in turn stimulate growth in the region’s tax base. The
ultimate goal is to increase total assessment as well as the proportion of assessment from
industrial, commercial and institutional operations. (This same recommendation is found in the
Municipal Infrastructure White Paper).
E‐2: it is proposed that the EOWC encourage and work with social housing Service Managers in
multi‐service area groups across the region to explore and propose more cost‐effective ways to
meet social housing needs in Eastern Ontario.
For example these proposals could include different operational models for the construction
and/or maintenance of social housing in each service area or collaboratively across several
service areas. Participation in the operational models could be offered to any or all of public
housing, community‐based not‐for‐profit or cooperative housing, or organizations offering rent‐
geared‐to‐income accommodations. The operational model(s) could function under an existing
governance structure or a new one which consolidates multiple other organizations. Public‐
private partnership models could also be considered.
E‐3: It is proposed that the EOWC work with the Eastern Ontario Mayors Committee (EOMC) to
support the advocacy work of the Association of Municipalities of Ontario (AMO), and the
advocacy work of the Federation of Canadian Municipalities (FCM), regarding social housing
with the provincial and federal governments respectively.
E‐4: it is proposed that the EOWC, in concert with the Eastern Ontario Mayors Committee
(EOMC), share the EOWC’s analyses and recommendations with the regional and national
representatives of the Government of Canada to underscore the need for ongoing federal
support of social housing.
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Recommendations for the Province of Ontario:
U‐1: It is proposed that the EOWC express its support for AMO’s principles on social housing as
summarized below and articulated on the AMO website:
•
•
•
•
•

Income redistribution programs such as social housing should not be funded through
property taxes.
As long as municipalities are the principal funders of housing services in Ontario, they
should be the principal policy makers.
The focus should be on long‐term, cost‐effective solutions across the full spectrum of
housing and social policy, not just specific programs.
A sustainable funding framework which excludes the property tax base, is essential.
Comprehensive and coordinated policies and programs are needed that include improved
income supports, improved housing choices, and improved access to social and health
services.

The EOWC supports AMO’s call for a comprehensive National Housing Strategy to provide clear
direction for collaboration and action, as well as defined roles, responsibilities and
accountability for all three orders of government.
U‐2: Until the Province is able to adjust the framework for social housing programming to align
with AMO’s position on social housing (funding from a source other than the municipal
property tax base), it is further proposed that the EOWC requests the Province to undertake the
necessary policy development work to allow greater local/service area flexibility in:
•

•

•
•

The interpretation of and changes to “prescribed units”. In particular, municipalities and
housing corporations should be permitted to review their current prescribed numbers
(which have not changed for more than a decade) and advise on the right targets for the
next 20 years. Municipalities and social housing corporations should be permitted to adjust
unit number commitments through the End of Agreement (EOA) period, through to 2039, as
housing stock is revitalized or redistributed.
The mix of public and private housing options in the same project (e.g. social housing/RGI
and market rent units for low and moderate income individuals and households). In
particular, units should not be struck from the prescribed unit count if the tenant individual
or family becomes able to pay market rent.
Determining the best mix of types of accommodation to meet the actual needs for social
housing within and across communities in a municipality.
Allocating available units to those on waiting lists, based in part on who is likely to have a
successful housing experience in the specific types of units available at any moment in time.
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Restrictions which govern how these allocations are made should be removed to support
better decision‐making at the local level.
U‐3: It is proposed that the EOWC encourage and support the Province of Ontario in its
continued efforts to contain the growth in program and service delivery costs, including those
that are mandated to municipal government. In Social Housing, the EOWC encourages the
Province to consider moving quickly to harness the power of information technology for data
submission/compliance purposes and in particular, address the need to be able to improve the
level of accuracy of waiting lists (reducing double‐counting) and the weaknesses of the existing
AIMS system for tracking investment in Ontario’s affordable housing program. Doing so will
increase the reliability of the system, reduce the need for manual adjustments to data, and help
to contain both provincial and municipal administrative costs associated with Social Housing.
U‐4: It is proposed that the Province encourage and provide policy flexibility to municipalities
receiving provincial transit funding monies from the provincial gas tax so that they can consider
how transit services could be deployed to support those residents of social housing who must
travel long distances to access services. These service options could include active
transportation.
U‐5: Until the Government of Canada renews its historical long‐term commitment to capital
funding for social housing or until funding for social housing is removed from the municipal tax
base, it is proposed that the Province provide interest‐free loans to support municipalities and
housing corporations that are proposing major changes to existing stock to better meet the
social housing needs of their residents. These changes could include major renovations to
existing buildings or replacement of existing buildings with new ones with different
configurations which better meet contemporary needs. In these cases, total numbers of units
would be preserved.
U‐6: It is proposed that the Province increase Rent‐Geared‐To‐Income subsidy levels for units
funded under its programs, thus recognizing that there has been no change in subsidies since
2000‐2001 due to the formula for calculating subsidies being proportional to social services
funding which has been constrained over the last decade.
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U‐7: It is proposed that the Province, along with its Agencies, Boards and Commissions, consult
with municipalities and housing corporations when provincial legislation, regulations and
policies are being developed or changed and when those changes could have an impact on
social housing projects or buildings. Examples include:
a) Changes to the Ontario Fire Code which affect domiciliary care facilities such as Social
Housing.
b) Changes to assessed value (special purpose buildings) for social housing, which has
implications for municipal property taxes. The EOWC considers that social housing should be
property tax exempt. In the absence of an exemption, it is proposed that the Province institute
a Payment‐in‐Lieu for social housing that is reviewed and adjusted regularly to at least keep
pace with the increase in costs of goods and services required to deliver Social Housing.
U‐8: It is proposed that the EOWC work in partnership with the Province of Ontario to design
and implement as soon as possible a permanent, predictable, non‐competitive infrastructure
fund designed specifically for small, rural and remote areas. (This same recommendation is
found in the Municipal Infrastructure White Paper. The White Paper contained a series of
recommendations for the design and operation of such a permanent fund, including giving
municipalities the responsibility to set their own priorities, a funding tie‐in to completion of
asset management plans and related accountability provisions).
Recommendations for the Government of Canada:
U‐9: It is proposed that the EOWC support FCM’s positions on social housing with the
Government of Canada. In particular, the EOWC supports FCM’s call for a federal commitment
to a long‐term housing plan including but not limited to: ongoing social housing subsidies and
continued capital debenture support for rejuvenation, replacement and expansion of social
housing units. The EOWC’s support will include a willingness to make direct representations to
regional and national representatives of the Government of Canada.
U‐10: It is proposed that the EOWC advocate for reinstatement of the federal Home Renovation
Tax Credit – especially for energy efficiency, and the continuation and extension of the
provincial Home Renovation Tax Credit for seniors and family members living with them. It is
further recommended that these tax credits be focused on low‐income owner‐occupied
households. (This same recommendation is found in the Ratepayer Affordability White Paper).
The EOWC would like to thank the Treasurers of the member organizations along with the staffs of the
Housing Services Corporations across Eastern Ontario, for provision of data and insight into current
issues in the social housing arena.
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2. Introduction
Following the completion of the landmark analysis of the overall financial sustainability of
local governments in Eastern Ontario in February 2012, the Eastern Ontario Wardens
Caucus commissioned several follow‐up projects to:
•
•

Examine selected priority areas in greater detail, and
Update key variables so the work would remain current and could be used with
confidence as a support to future EOWC work.
The EOWC identified five priority areas for further attention, each of which is being
addressed using a White Paper format:
•
•
•
•
•

Municipal Affordability – an examination of operating conditions for municipalities
Ratepayer Affordability – an examination of the financial circumstances of local
economies and the rural residents who bear most of the cost of service delivery
Municipal Infrastructure – an examination of the conditions influencing the overall state
of municipal infrastructure and municipalities’ ability to invest in and maintain these
assets
Social Housing – an examination of the financial circumstances of upper/single tier
municipalities in addressing these community needs, both in terms of local demand for
service and the financial implications of associated capital infrastructure requirements
Environmental Services – an examination of the financial circumstances of single/lower
tier municipalities in addressing these responsibilities, on both the operating and capital
fronts.

The White Papers on Municipal Affordability
and Municipal Infrastructure were released
in the late summer of 2013 while the Paper
on Ratepayer Affordability was released in
March of 2014, Social Housing and
Environmental Services are being released in
the spring‐summer of 2014.

Figure 1 ‐ For the purposes of the White Papers, "Eastern
Ontario" was defined as the area bounded by the 13
member governments of the Eastern Ontario Wardens
Caucus and the 90 lower tier municipalities within those
boundaries. The 10 Separated Cities (and Towns) within or
adjacent to those governments, and the City of Ottawa are
not included in these analyses.

Each of these White Papers has two new
features not included in the original financial
sustainability analysis. First, the White
Papers have added financial projections to
allow the EOWC and other stakeholders to
understand what the financial future holds
in the year 2020 if recent trends continue.
Second, the White Papers contain
recommendations for action to address the
challenges envisaged as a result of the projections.
Methodology: Projections have been made based on simple straight‐line extrapolation from
the actual experience in three time periods: 2000‐2011, 2007‐2009 and 2009‐2011. Most
data is from the annual municipal Financial Information Returns (FIRs).
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3. Number and Types of Social Housing Stock Across Eastern Ontario
Based on information received to date from EOWC Treasurers and Service Managers across the
region, there are at least 9,000 municipally‐owned social housing units in Eastern Ontario now,
with roughly 4,000 of them in rural Eastern Ontario and the balance in the separated cities and
towns. There are likely another 3,000 to 5,000 units of social housing being operated by not for
profit organizations or by the private sector (rent‐geared‐to‐income subsidies). In total, it is
likely there are more than 14,000 housing units of all types across the region.
Many of the social housing units in the region are reaching the end of their useful life; without
significant reinvestment, they will not be suitable for ongoing use. In addition, housing needs
are changing across the region – modifications to existing structures or entirely different types
of units will be needed to ensure that available units match the profiles of households in need
of housing.
Many issues and challenges for local governments lie behind these numbers:
•

Dealing with Disrepair: In the face of serious infrastructure funding shortfalls in other
service areas (e.g. transportation systems, environmental services etc.), social housing has
received relatively little attention from any level of government in the past decade. The
provincial auditor’s report (2009) notes that most social housing units transferred to
municipalities in the late 1990s (in exchange for uploading a portion of education property
tax) were mid‐way through their useful life (estimated at 50 years). Many of those assets
are now approaching the end of their useful lives and must either be rehabilitated or
replaced…. at much higher cost.

•

Old Housing Stock Inappropriate for New Needs: Service Managers and Treasurers report
that there is a need to adjust the mix of different types and locations of social housing stock
to meet contemporary needs. Units in older buildings designed and built to meet the needs
of larger families are now inappropriate for smaller families and individuals, especially those
with special needs. This increases the difficulty – and the costs – associated with meeting
either provincial or local priority needs, let alone the many people who do not fit within
either of the two preceding categories. The need to maintain prescribed numbers of units at
all times – and providing accommodation for existing tenants – makes the transition
especially difficult. Service Managers and municipalities are considering all options for
addressing changing needs: consolidating units into fewer, more appropriate buildings,
demolition of old buildings and rebuilding new, and renovations of existing units.
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•

Local Not for Profits are Struggling: Roughly two‐thirds (+60%) of social housing in Ontario
is owned and operated by private or not‐for‐profit organizations. Like municipalities, these
organizations are finding it difficult to maintain their housing stock, provide affordable
housing for the most financially‐disadvantaged citizens, or even retain governance
leadership on local boards. Municipalities are increasingly finding themselves working with
other local providers to help them stay solvent, or keep housing units in the marketplace.
Sometimes the only alternative is for the municipality to absorb the housing unit along with
its associated capital infrastructure deficit and operating responsibilities. This development
can keep housing units on the market but adds to the financial and management
responsibilities of the local government.

•

Unintended Consequences of MPAC Valuation Changes Increase Property Tax Costs: In
2009, MPAC unilaterally changed the market value of social housing units across Ontario.
Because these units are subject to property taxes, local housing corporations – and the
municipalities that support them – witnessed significant property tax increases. These
payments are often made from one municipality to another or from one government tier to
another (e.g. a county to a township or town), increasing costs to one upper/single tier
government with additional tax revenue flowing to another local government. The
unilateral change has created “winners” and “losers” among municipalities. In future,
advance consultation on the impact of value changes could help to reduce these
unintended consequences. In the meantime, it is the view of the Eastern Ontario Wardens
Caucus that social housing properties should be tax exempt or failing that, be recognized
with a Payment‐in‐Lieu that is regularly reviewed and adjusted to keep up with increasing
costs of providing social housing services.
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ng the Value of Social Housing Stock ‐ FIR Basiis:
According to
o Financial Inforrmation Returnss for the 2009 to
o 2012 period (iinclusive):
•

At the en
nd of 2012, the value of social housing stock at
a cost across Eaastern Ontario was
w $958 millio
on, with $467 million
m
of
this amo
ount for the areaa outside of Otttawa (rural areaas and separated
d towns and cities). This meanss that over the years,
y
governm
ments have invested close to a billion
b
in social housing
h
in the region,
r
roughly half of that amo
ount outside of Ottawa.
(Ottawa has invested $4
490 million in so
ocial housing). Nearly
N
$235 million of this amo
ount has been in
nvested in Rural Eastern
Ontario, with $233 milliion in the separated towns and
d cities.

•

The net book value of social
s
housing stock at the end of 2012 ‐‐‐ acro
oss the region as a whole ‐‐‐ waas $539 million;; $282
million in
n Ottawa and $257 million outsside of Ottawa (rural Eastern Ontario
O
and the separated citiess combined). Th
he net
book vallue of assets invvested in Rural Eastern
E
Ontario is $113 million;; in the separateed towns and ciities: $144 millio
on. For
Eastern Ontario (not inccluding Ottawa)), $196 million in
n asset value – 45%
4 of the total value of the asssets – has been
n lost.

Figure 2 ‐ Value
e of Social Housing Stock across Eastern Ontario in 2012; Sou
urce: Financial Inform
mation Return, Schedule 51

Note that depending
d
on the fiscal arrangem
ments made betw
ween municipalitties, investments in social housing
g made through one
municipaliity may result in service
s
benefits in
i another municcipality. For this reason,
r
it is apprropriate to consid
der Eastern Onta
ario – the
Rural area
as and the Separa
ated Cities as a whole.
w
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Understanding Valuation of Social Housing Assets:
•

The actual value of social housing assets held by municipalities may be different than either of the net book value or the
value at cost, and should be considered to be an approximate metric to use for estimating either capital infrastructure
deficits or annual set‐asides/allocations to reserves for ongoing capital maintenance purposes. There are several reasons for
this observation:
a) Some social housing units may be fully amortized and as a result, may no longer show on the books at all (book value
having gone to zero). However, these units may still have value in the marketplace and may be in need of capital repairs if
they are to remain in service.
b) The value of social housing assets may have been set in different ways at the time of their download from the Province to
upper/single tier municipal governments. Data provided by Service Managers across Eastern Ontario in 2012 suggested
that the value may have been set based on any of a) market value at time of acquisition, b) the estimated cost when the
units were originally constructed, c) the depreciated value at the time of acquisition by municipalities, or d) the appraised
value at the time of acquisition. In the absence of Building Cost Assessments (BCAs), the method of establishing the
Initial valuation would affect calculations for capital infrastructure deficits or required capital reserve set‐asides.

•

Just as there was a range of methods used to establish the value of social housing assets transferred from the province in the
late 1990s, there is also a variety of methods used to establish the value of social housing assets today. Municipalities may be
using any of a) independently‐produced appraisals within or outside of capital needs studies and/or capital plans, b) the
MPAC‐derived value, c) replacement value, d) the initial mortgage value at the time of construction (less any principal
payment draw‐downs), or e) an average unit cost drawn from recent new affordable housing builds in the area.

•

As useful as an estimate of today’s value of social housing stock may be, what is more important is understanding the
costs associated with maintaining or replacing these assets. To that end, replacement cost is a far better measure of value.
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Figure
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4.2 Eastern Ontario Responsible for $1.17 Billion in Social Housing Stock ‐ Replacement Cost
Basis:
The extent of financial obligations and responsibilities that municipalities have for social
housing is almost certainly underestimated by using value at cost. The costs associated with
capital repairs or entirely new construction of social housing units are considerably higher
today than when most of the housing units in Eastern Ontario were built.
To estimate future capital needs for these purposes – especially considering the need for
different types of units in future – replacement cost is a better basis for estimation than
value at cost and is useful in calculating:
• Ongoing maintenance requirements (unless a Building Condition Assessment has been
completed), that are required to keep the asset in service for a 20 to 30 year period.
• Eventual replacement of a building or major modification to suit new purposes.
The replacement cost of virtually all municipal assets has increased markedly, especially
over the past decade. Along with the uncertainty that exists over accuracy of valuation for
social housing units at the time of transfer in the late 1990s, these cost increases have
prompted the use of a replacement cost factor of 2.5 times original purchase price for social
housing assets. This means that municipalities in Rural Eastern Ontario have the
responsibility for maintaining $587.7 million in social housing asset value ($235.1 million x
2.5) and the separated towns and cities are responsible for another $581.6 million in
social housing assets ($232.6 million x 2.5). Together these municipalities are responsible
for maintaining $1.169 billion in social housing assets.
The estimated annual capital budget allocation for these social housing assets is estimated
by assuming a 30 year life span for these assets and an equally‐weighted allocation over
each of the 30 years. Municipal governments that have recently commissioned Building
Condition Assessments will have a much more accurate estimate for their own community;
the regional estimate is intended to provide an order of magnitude estimate to enable
municipalities to underscore the importance of funding from other levels of government
and understand the role of social housing in the full spectrum of capital infrastructure
needs.
Figure 6 ‐ Estimated Annual Provision Required for Regular Maintenance of Social Housing Assets ‐ Using Replacement
Cost Method and 30 Year Life Span

The financial implications of these asset‐based maintenance responsibilities are that:
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•

•
•

In total, Eastern Ontario (not including the City of Ottawa) should be investing
approximately $39 million a year in capital maintenance of social housing assets. This
regional total is the most useful for future planning because many local housing
corporations serve multiple municipalities, often across rural‐urban boundaries. These
arrangements are negotiated between the municipalities.
Municipalities in Rural Eastern Ontario should be investing roughly $19.6 million a year
in regular maintenance of social housing assets
Separated cities and towns should be investing roughly $19.4 million a year in regular
maintenance of social housing assets.

Note that these estimates do not include any provision for growth (more people needing
affordable housing). Furthermore, the estimates are not intended to cover either minor
capital repairs or other regular operating costs (e.g. utilities, taxes, insurance etc.)
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5. Infrastructure Deficit for Social Housing Tops $500 Million
5.1 Eastern Ontario Not Keeping Up With Necessary Capital Expenditures (FIRs)
By the end of 2012, Rural Eastern Ontario had lost more than half of the value of previous
investments in social housing assets; they were worth $113 million compared to their
original purchase/transfer price of $235 million. The difference ($121.8 million) can be
considered the minimum capital infrastructure deficit associated with social housing in the
rural areas. When separated cities and towns are taken into account (Eastern Ontario
excluding Ottawa), the minimum infrastructure deficit is $210.7 million.
Figure 7 ‐ Capital Infrastructure Deficit for Social Housing in Eastern Ontario (2012)

If replacement value (at the rate of 2.5 times original cost) is used to estimate the capital
infrastructure deficit across Eastern Ontario, the more likely deficit is $527 million.
Roughly 60% ($305 million) is attributable to Rural Eastern Ontario and the other 40%
($222 million) to the separated cities and towns.
5.2 Annual Capital Expenditures Average Nearly $20 million a Year (FIRs):
Across the region as a whole, nearly $82.1 million has been invested in social housing over
the 2009‐2012 period. While the average is roughly $20 million a year over the four‐year
period, there does appear to be a downward trend in overall investment over this
timeframe.
Figure 8 ‐ Annual Capital Expenditures for Social Housing ‐ Eastern Ontario (2009‐2012)

According to anecdotal information, none of these expenditures were for new units. Rather,
these expenditures were major capital repairs and maintenance of existing units.
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5.3

Roughly $15 Million a Year in Amortization Expenses for Eastern Ontario
•

5.4

Over the 2009 to 2011 (three‐year) period, amortization expenses associated with
social housing stock across all of Eastern Ontario (including Ottawa) were $79.3 million;
$32.4 million (slightly less than half the total) was expensed by the City of Ottawa. This
means that the rest of Eastern Ontario registered amortization expenses for social
housing of $48.5 million. This would amount to roughly $15 million a year for each of
those three years.
Less Than $40 Million In Reserves for Social Housing

•

At the end of 2012, Eastern Ontario held a total of $37.4 million in reserves for social
housing. This is split between Rural Eastern Ontario ($20 million) and the separated
cities and towns ($17.5 million). By comparison, the City of Ottawa held $51 million in
reserves.
Figure 9 ‐ Reserves for Social Housing Across Eastern Ontario
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6. Eastern Ontario Should Be Investing $71 More Each Year in Social
Housing
6.1 Annual Capital Expenditures to Maintain Existing Assets
To maintain more than a billion in social housing assets (assuming replacement cost of 2.5
times original purchase price and a 30‐year asset life span), Eastern Ontario would need to
invest $39 million a year. This amount would be split almost equally between Rural Eastern
Ontario ($19.6 million) and the separated towns and cities ($19.4 million).
Figure 10 ‐ Annual Capital Expenditures to Maintain Existing Assets

6.2 Addressing the Capital Infrastructure Deficit
To address the replacement cost‐based infrastructure deficit over a 10‐year period, Eastern
Ontario would have to allocate $52.7 million a year for this purpose, split between Rural
Eastern Ontario ($30.5 million) and the separated cities and towns ($22.2 million).
Figure 11 ‐ Annual Allocation to Address Capital Infrastructure Deficit Over 10 Years

6.3 Current Annual Capital Expenditures
In the 2009 to 2012 period, more than $80 million was invested in social housing in Eastern
Ontario (not including Ottawa) – an average of roughly $20 million a year. Of the total, $5.5
million was invested each year in Rural Eastern Ontario and $15 million was invested in the
separated cities and towns. The investments in each part of the region fluctuated over the
four year period.
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Figure 12 ‐ Capital Investment in Social Housing 2009‐2012 ‐ Eastern Ontario

6.4 $71 Million Annual Shortfall in Social Housing Infrastructure Investment
Taken together, the required annual capital investment to address the social housing
infrastructure deficit and maintain existing municipal assets, Eastern Ontario should be
investing $91.6 million a year (split between Rural Eastern Ontario: $50 million, and the
separated cities and towns: $41.6 million.) Deducting the average capital investment over
the 2009‐2012 period (roughly $20 million), there is an annual $71 million shortfall in
capital investment in social housing in Eastern Ontario. This shortfall is split between Rural
Eastern Ontario ($44.6 million) and the separated cities and towns ($26.5 million).
Figure 13 ‐ Net Capital Investment Shortfall in Social Housing in Eastern Ontario
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7. Region Faces Significant End of Agreement Challenges
7.1

Many Social Housing Projects Will Reach End of Agreement in Next 20 Years

For several decades now, municipalities and housing corporations have been able to secure
favourable financing from the federal government for construction of additional social housing
units. As these projects reach the End of Agreement – the point at which the debenture is
repaid – there is no commitment to additional federal funding for social housing projects.
However, there are ongoing needs to continue capital maintenance on these units, respond to
changing needs for different types of social housing in different communities, and generate
sufficient revenues to provide affordable housing for our most financially‐strapped individuals
and families.
Figure 14 ‐ Number of Social Housing Units Reaching End of Agreement in Ontario Each Year to 2039 ‐ By Type; Source: Social
Housing End Dates in Ontario, Assessing Impacts and Promoting Good Practices, October 2012, Prepared by Re/Fact
Consulting for Housing Services Corporation

The end of debentures and operating subsidies (known as End of Agreement) is taking place
over a roughly 30 year period, concluding in 2039 (see graph above). The federal government
has not indicated that this highly beneficial source of financing for municipalities and local
housing corporations will continue. As a result, municipalities find themselves asking two
questions:
a) Will we be able to afford the ongoing capital investments we need to make to maintain the
social housing projects we have undertaken after the debentures are discharged (after the End
of Agreement for each project is reached), and
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b) Will we be able to carry the operating costs of the social housing projects we have
undertaken, and thereby make at least some housing in our communities affordable to
individuals and families of the most modest means?
7.2

Eastern Ontario Housing Units Likely to Reach EOA Sooner Than Rest of Province

Although based on less than complete information, the percentage of social housing units
reaching End of Agreement between 2014 and 2029 appears to be higher for Eastern Ontario
than for the province as a whole. While there is variation from one Service Area to another, it
appears that roughly three quarters (77%) of the region’s federally‐debentured social housing
units will reach EOA in the 2020‐2029 period; this means that local governments and Service
Managers have at most 15 years to address the challenges of maintaining their social housing
stock.
Figure 15 ‐ Percentage of Social Housing Units Reaching End of Agreement in Each Decade Through to 2039; source: HSC EOA
reports for Each Service Area
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7.3

Recent Analysis by Housing Services Corporation Suggests Major Viability Challenges

In 2012, Ontario’s Housing Services Corporation asked Re/Fact Consulting to undertake viability
analysis to determine the answer to both capital and operating support questions. Based on
information provided by local Service Managers (SMs) from across the province, and using
certain viability tests for each of capital and operating conditions post‐EOA, the analysis
suggests that only 10% of all reported projects (those for which information was available)
were considered to be “most viable” (rating #1).
Project Viability Testing Grid: ONTARIO
16% of all reported
projects

16% of all
reported projects

Note: for the
housing projects
data for which was
available for
inclusion in there
was insufficient data
for 45% of the
projects.
Average operating
shortfalls at EOA were
~ $4,400/unit

36% of all reported
projects

33% of all reported
projects

Note that this analysis was based on voluntary submissions from municipalities and housing
corporations.
Source: Social Housing End Dates in Ontario, Assessing Impacts and Promoting Good Practices, October 2012,
Prepared by Re/Fact Consulting for Housing Services Corporation
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7.4 Results of Preliminary Viability Analysis at EOA – Capital Position (Per Unit) – By Region
The HSC report estimated the viability of housing projects across Southern Ontario, by region, to determine how many could expect
to be supported with the financial resources necessary to keep the project financially viable. The Capital Position was defined as
Projected Capital Funding or Reserves minus Capital Demand. If the resulting position was a negative number, the project was
deemed to be non‐viable. Note that in the chart reproduced below, “Eastern Ontario” as defined by the EOWC is split between the
“Eastern” and “GTA/Central” regions in the HSC analysis.
The average capital position at EOA (per unit) for non‐viable municipal non‐profit units in the Eastern Region was a deficit of $25,571
and in the GTA/Central region was a deficit of $19,363. Across both regions, all municipal units considered as an entire group are
expected to fail the capital viability test (projected deficits of $6,361 and $15,658 per unit respectively).
Source: Report to Housing Services Corporation of Ontario

25

7.5 Results of Preliminary Viability Analysis at EOA – Operating Position (Per Unit) – By Region
The HSC report also considers the viability of social housing projects at EOA from an operating perspective – will there be sufficient
revenue generated to cover operating costs? The formal definition of Operating Position was Projected Revenues less Projected
Costs. For Eastern Ontario, municipal projects that are not expected to be viable at EOA will see an annual estimated shortfall of
$1,500 to $2,277 per unit per year (based on Eastern region and GTA/Central region projections). The entire Eastern Region
municipal sector is barely viable on an operating basis (+$159/unit per year and $3,093/unit per year) for Eastern and GTA/Central
regions. Note that many other service providers are not expected to be viable on an operating basis.
Source: Report to Housing Services Corporation of Ontario

26

The HSC analysis considers both operating viability and capital viability for each housing project
using the following tests:
•

Capital Position Viability: The analysis estimated capital funding less capital demand to
approximate a project’s capital position at EOA. If projected capital funding – including
reserves – available at EOA exceeded capital funding demand (anticipated capital
investments), the capital position was considered positive, and the project was deemed
viable from a capital perspective. Capital demand was estimated from Building Condition
Assessments (BCAs) if available, and if not, $750 per unit per year was used as a proxy.
The HSC study noted “the very real potential that depleted assets with deferred
maintenance needs would have a tangible impact on viability and must therefore be
accounted for.” In prior research, a proxy of $750/unit in annual capital spending was used
as a minimum threshold for adequate capital funding or reserve balances, failing which the
capital position of a project would be deemed deficient. The increasing availability of BCAs in
Ontario is considered to be a more accurate measure with which to estimate a project’s
capital position at the time of EOA and thereby better predict the impact capital position
has on the viability of projects.

•

Operating Position Viability: If Net Operating Income (NOI), which is revenues less
expenses, is positive (greater than zero), the project was considered a pass (positive
operating position); others were considered to have a negative operating position. In a
post‐EOA era, this means that both subsidies and mortgage payments are no longer
present. In the absence of any operating subsidies, most if not all of the operating costs
must be borne by tenants’ rent payments.
Note that the NOI test was applied to the year in which the project reached End of
Agreement and incorporated an assumed 1% annual escalation of Rent Geared to Income
(RGI) rent revenue, 2% for market rent revenue, and 2% a year for other revenue. On the
expense side, an annual factor of 2% was used to incorporate anticipated increases in
operating costs.

Background Information on the HSC Study (Excerpt):
“Project viability analysis at the provincial level has tried to determine whether social housing
projects will be (financially) viable as they reach their End of Agreement. “Viability analysis in
past EOA research for social housing has looked at both operating position and capital position
across housing programs to assess a project’s viability at a given point in time. While both are
important, more recent research has tried to improve the capital position perspective by using
more detailed data. To be clear, the measures used to establish these positions are simply
indicators, providing an estimate of a project’s relative viability based on set assumptions.
While these measures help provide a general sense of EOA impact, more refined analysis of
viability would be necessary at the project level in order to reflect specific conditions/context.”
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7.6 More Than Three‐Quarters of Social Housing Projects Will Not Be Viable By 2040
Analyses prepared by the (Ontario) Housing Services Corporation based on information
provided by Service Managers across Eastern Ontario suggest that three‐quarters of social
housing projects will not be financially viable on either an operating or capital cost basis by
2040. This means that these jurisdictions are not expected to generate sufficient rental income
to cover operating costs or there are not sufficient reserves in place to address the anticipated
capital maintenance costs of these units. Only one in eight projects (12.4%) is expected to be
financially viable on both an operating and a capital basis; in other words, most of the social
housing stock In Eastern Ontario is apparently at risk. [NOTE; These data are based on HSC EOA
reports received to date; additional reports could change these percentages somewhat.]
The percentage of projects in the “least viable” rating category – rating 4 – is slightly higher
than the percentage of such projects for the province as a whole (38% compared to 33%
respectively. The percentage of projects with insufficient information to permit evaluation was
lower in Eastern Ontario than across the province as a whole (11% compared to 45%).
Percentages shown in the chart below are calculated on the total number of projects.
12.4% of all
reported projects

12.4% of all
reported projects

Note that 11% of the
projects for which data was
submitted for the HSC study
had insufficient data to
permit EOA viability
analysis.
In addition, some local
housing corporations did
not participate in the study.
It is unclear what the
region’s viability profile
would look like if all units
had been assessed.

26.3% of all
reported projects

37.8% of all
reported projects

Source: Social Housing End Dates in Ontario, Assessing Impacts and Promoting Good Practices, October 2012,
Prepared by Re/Fact Consulting for Housing Services Corporation; also HSC‐generated EOA analyses completed on
a Service Area‐by‐Service Area basis.
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8. Net Operating Costs of $80 Million Cut in Half by Current Grants, Fees and Charges
8.1 Net Operating Costs for Social Housing are Nearly $80 Million a Year
In 2011, operating costs for all types of social housing (public housing, not for profit/coop housing, rent supplements, and
housing support programs) totalled $163.7 million across both Rural Eastern Ontario and the separated cities and towns (not
including Ottawa). The proportions of responsibilities were roughly even ($91.6 million for Rural Eastern Ontario with another
$72.2 million in the separated cities and towns).
Figure 16 ‐ Total Operating Costs for Social Housing (2012)

Two‐thirds of these expenditures were made for public housing ($104.8 million or 64%) with $45 million in support of local not
for profit or cooperative housing, and $13.4 million in Rent Geared to Income supplements.
Municipalities and housing corporations are able to reduce expenses somewhat through non‐rent cost recovery (grants, user
fees and service charges). In 2011, these totalled $84 million, of which $37.2 million accrued to Rural Eastern Ontario and $46.8
million to separated cities and towns (see chart next page).
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Figure 17 ‐ Net Operating Expenses for Social Housing (2011)

Net expenses, which must be met by either rents or other types of revenues, are therefore $54.4 million for Rural Eastern
Ontario (about $75.00 per capita per year) and $25.3 million for the separated cities and towns (about $85.00 per capita per
year). Taken together, net operating expenses for social housing are therefore $79.7 million.
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9.

Waiting Lists for Social Housing Steady Across Eastern Ontario

9.1 Eastern Ontario’s Waiting Lists May Be in the 7,500 to 9,000 Range
Over the past decade, the total number of individuals or families (households) on waiting lists in
Eastern Ontario has remained quite steady around the 7,500 to 9,000 range.
Although provincial authorities place significant emphasis on waiting lists in evaluating
adequacy of social housing services across the province, it is not clear that simple measures
such as numbers of individuals or households on a waiting list or average wait times are
especially useful. There are many phenomena at work that influence the number of
households in need of housing and the communities’ ability to respond effectively to their
needs (thereby reducing a waiting list):
• People may – and often do – apply for social housing in multiple communities.
Reconciliation of waiting lists to eliminate duplicates is extremely difficult and time‐
consuming.
Figure 18 ‐ Waiting Lists for Social Housing in Eastern Ontario (2012)

Note: A significant change in the waiting list of one county generated the uptick in 2011. Wait
list numbers in that County have now returned to a historically typical level.

31

•

People may drop off waiting lists for any number of reasons (finding housing, moving to
other communities, changing circumstances that make them ineligible for social housing).
• There are varying practices across Ontario on updating and/or purging waiting lists; as a
result, it is difficult to know at any moment in time what the real need is... or whether an
apparent change in numbers on any particular waiting list is simply the result of application
of a new purge policy.
“Average” wait times are not especially useful predictors, especially in rural areas where
willingness (or ability) to take up vacant units can vary enormously by geographic location and
proximity to other services, as well as by the type of unit available (is it suitable?) As a result,
other factors including potential employment opportunities, presence of support networks,
transportation services, and the locations of other social or health services are important
features of any particular social housing project or available unit.
9.2 Breaking Out Waiting Lists by Housing Corporation Areas
There are eleven local housing corporations in Eastern Ontario (not including the City of
Ottawa. Overall waiting lists vary across those areas, ranging from roughly 350 active
households in some cases to more than a thousand. These waiting list numbers must be
considered order‐of‐magnitude estimates only.
• Because there is no way to know if household have applied in more than one community, it
is possible that there is some double‐counting.
• It is possible there are some active households that have found housing on their own and
no longer need to be on the waiting list for affordable housing... but the local housing
corporation is unaware of this development.
• It is possible there are some households that should be on the waiting list for affordable
housing... but have not yet applied or don’t know how to do so.
In addition, an aggregated waiting list number is much less helpful to local planning and
management of available places than a more granular view that considers households based on
the type of housing they need and their status in relation to provincial priorities.
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Figure 19 ‐ Average Waiting Lists by Housing Service Corporation Service Area ‐ 2003 to 2013; Source:

*Data unavailable so 2011 information was used as a proxy
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9.3 Social Housing Waiting Lists as at December 31, 2012 (Total for Region: 7,612; 4.8% of provincial total)
Renfrew
(incl. Pembroke)
911

Kawartha Lakes
(incl. Haliburton)
579

Prescott and Russell
511

Hastings
(incl. Belleville and
Quinte West)
1,315

Ottawa
9,717
Cornwall
(incl. SDG)
860

Lanark
(incl. Smiths Falls)
414

Peterborough (incl.
Peterborough County)
1,550

Leeds (incl. L&G,
Brockville, Gananoque
and Prescott)
461
Kingston (incl. Frontenac)
1,176

Northumberland
322

Lennox (incl. Prince
Edward)
373

Note that: half of the region’s service areas saw increases in their overall waiting lists through 2012 (these numbers are in bold face).
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9.4 Range‐Based Wait Times for Social Housing More Useful to Decision‐Makers
Many municipal Treasurers and Housing Corporation managers in Eastern Ontario consider that
a range of wait times is a better guide to understanding a community’s ability to meet local
need for social housing. A range of wait times reflects the diversity in demand for different
types of housing and the communities’ ability to provide enough of these types of housing to
accommodate applicants in a reasonable period of time. In addition, the range reflects the
communities’ implementation of provincial and local priorities for housing. Households that
match the criteria for designation as a provincial priority group move to the top of the wait list,
while others who are not part of designated groups remain on the list for a longer time.
Range‐based wait times across Eastern Ontario reflect these variations, with some communities
having relatively short wait lists (for at least some households) of three months to as long as
five or six years. The wide range of wait times suggests that there are likely two challenges
before municipalities in Eastern Ontario: a) there is likely a significant shortage in housing units,
and b) there is likely a shortage of units for particular groups (the specific groups may vary from
one community to another).
Figure 20 ‐ General Waiting Times across Eastern Ontario ‐ By Service Manager/Municipality; published by the (Ontario)
Housing Services Corporation in August 2013, based on data from 2011

Eastern Ontario
Cornwall (includes SDG)
Hastings (includes Belleville, Quinte West)
Kawartha Lakes (includes Haliburton)
Kingston (includes Frontenac)
Lanark (includes Smiths Falls)
Leeds & Grenville (includes Prescott, Gananoque and
Brockville)
Lennox and Addington (includes PE County)
Northumberland
Peterborough (includes Peterborough County)
Prescott and Russell
Renfrew (includes Pembroke)

General Waiting Times
3 months to 6 years
5 to 6 years
2 to 5 years
6 months to 8 years
2 to 5 years
0.2 years to 5.4 years

Ottawa

5 to 10 years
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Varies geographically, 1 to 5 years
Varies geographically, 2 to 5 years
3 to 5 years
3 months to 3 years
Varies geographically, 1 to 4 years

9.5 Local Priorities for Social Housing
Beyond provincial priorities, communities can also designate their own local priorities.
However, doing so is relatively rare in Eastern Ontario (five of 11 service management areas),
presumably after provincial priorities have been applied, there is limited flexibility in the
existing housing mix to address other special needs.
Figure 21 ‐ Source: Housing Services Corporation Report

Local Access Priorities

9

Why don’t rural CMSMs set local priorities? One theory is that when municipalities do that, they
attract people from other areas and then can’t serve regular people who are being served on the basis
of chronology (when you applied?)
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10. Affordability Challenges Go Beyond Social Housing
10.1 Household Earnings and Incomes Lower than Provincial Average
•

As measured by the National Household Survey (2010 tax year), the average pre‐tax
personal earnings of residents of all counties in Rural Eastern Ontario ($38,317) were, on
average, nearly $4,000/year less than for the Province as a whole ($42,264). This amounts
to more than $330/month. The difference in earnings is even more pronounced in
comparisons to either Toronto ($44,517) or Ottawa ($49,826).
The financial resources from which wage earners pay their municipal property taxes are
therefore less in Rural Eastern Ontario than for the province as a whole and less than in
major urban centres.
A similar phenomenon is in evidence for median1 personal earnings: the regional median for
Rural Eastern Ontario is $28,241, which is more than $2,200 a year lower than for the
province as a whole ($30,526) and far lower than Ottawa ($39,530). This means a larger
share of resident earners are paying their property taxes from a smaller paycheque than for
wage earners across the province as a whole. Rural Eastern Ontario’s median personal
earnings are slightly higher than Toronto ($27,371).
Figure 22 ‐ Average Personal Earnings (2011 NHS) ‐ Rural Eastern Ontario compared to Ontario, Ottawa and Toronto

1

Median earnings represent the point below which the annual earnings of 50% of individuals earning employment income in
that community fall. For the purpose of calculating a regional median, a weighted average was calculated based on the number
of earners in each county times the relevant median earnings; these county data were added with the total being divided by
the total number of earners in the rural region.
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•

As measured by the National Household Survey (2010 tax year), the average pre‐tax
household income in Rural Eastern Ontario ($75,202) was roughly $10,000 a year lower
than for the Province as a whole ($85,772). This amounts to more than $830/month. The
difference in income is even more pronounced in comparison to either Toronto ($87,038) or
Ottawa ($96,815).
On average, the financial resources from which households pay their municipal property
taxes are therefore less in Rural Eastern Ontario than for the province as a whole and less
than in Ottawa.
A similar phenomenon is in evidence for median household income: the regional2 median3
household income for Rural Eastern Ontario is $62,909, which is more than $3,000 lower
than for the province as a whole ($66,358) and far lower than Ottawa ($79,634). Rural
Eastern Ontario’s median household income appears to be slightly higher than that of
Toronto ($58,381).
This means a larger share of resident earners are paying their property taxes from a smaller
household income stream than across the province as a whole.
Figure 23 ‐ Average Household Income (2010 Tax Year) ‐ Rural Eastern Ontario compared to Ontario, Ottawa and
Toronto

2

For the purpose of calculating a regional median, a weighted average was calculated based on the number of households in
each county times the relevant median household income; these county data were added with the total being divided by the
total number of households in the rural region.
3
Median earnings represent the point below which the annual earnings of 50% of individuals earning employment income in
that community fall.
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10.2 Residents More Dependent on Government Transfers
•

Rural Eastern Ontario drew roughly 67.3%4 of total income from earnings – much lower
than Ontario as a whole (74.8%). The difference is roughly 7% lower reliance than across the
province. In Ottawa, residents drew even more of their income from earnings (76.2%).
Toronto’s ability to draw income from earnings (76.1%) was slightly above the provincial
rate.

•

At the same time, Rural Eastern Ontario’s reliance on government transfers5 (15.4%) is
higher than for any of the province as a whole (12.3%), Ottawa (8.6%) or Toronto (11.5%).
All EOWC members are at or above the provincial average (greater reliance) on this
measure.
Figure 204 ‐ Reliance on Earnings and Government Transfers as Source of Income ‐ Rural Eastern Ontario compared to
Ontario, Ottawa and Toronto

4

This is a weighted average of the percentages of income from earnings from each county with weighting by the
relative number of persons 15 years and over with income and the percentage of income from earnings
5
This form of income includes CPP/QPP, OAS pensions and GIS, Employment Insurance benefits, child benefits and
other sources of government income. It does not include investment income or income from retirement pensions,
superannuation or annuities.
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10.3 Nearly One in Five Residents is a Senior Citizen
•

Between the 2006 and 2011 census, the proportion of citizens aged 65 and over in Rural
Eastern Ontario rose by more than a full percentage point, increasing from 16.9% to 18.1%.
Rural Eastern Ontario has a significantly higher percentage of its citizens aged 65 and older
than the province as a whole (18.1% for the rural areas compared to 14.6% for Ontario).
The percentage for the City of Ottawa is considerably lower at 13.2%.

•

The proportion of elderly persons is slightly higher in the separated cities and towns: 17.8%
climbing to 18.8% of the total population in 2011, but the rate of increase is less than in the
rural areas (1.0% compared to 1.2%). The City of Ottawa has seen a more modest increase
in elderly population – from 12.4 to 13.2% (a change of 0.8%). In the same period, the
percentage of elderly persons across the Province of Ontario rose from 13.6 to 14.6% – a
rate which matched that of the separated cities.

•

When considered in combination with relatively lower incomes in rural areas (see preceding
section), the data suggest that seniors may have particular difficulty in paying higher
property taxes, which are based on the value of an illiquid asset (their home) rather than
their incomes.

•

Since elderly persons are less likely to be in the labour force, this suggests that there would
be a higher proportion of residents in Rural Eastern Ontario that would be on fixed incomes
(e.g. pensions) and they may find it more difficult to cover the costs of maintaining their
homes.

•

If the number of persons 65 plus grows through to 2020 at the same rate as it did in the
2006‐2011 census period, Rural Eastern Ontario will have close to 170,000 seniors by 2020
(20% of the entire population). In absolute numbers, this would be a larger elderly
population than in the City of Ottawa (projected to be 149,284). This is because the
projected growth rate of the region’s senior population is higher in Rural Eastern Ontario
than the projected growth in the general population (13.3% in 5 years compared to 6.3% in
2006‐2011).
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Figure 25 ‐ Number of Persons Aged 65 and Older in Rural Eastern Ontario (2006, 2011 Census), compared to Ottawa

Figure 216 ‐ Persons Aged 65 and Older, by Sub‐Region, 2011 Census, 2006 Census, Compared to Provincial Average
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10.4

•

Home ownership is quite high in Rural Eastern Ontario – 84% of dwellings are owned rather
than rented. Home ownership is considerably higher than the provincial average for
Ontario: 71%. This is presumably due to the greater prevalence of rental accommodation in
urban areas. For instance, the level of home ownership is lower in the separated cities and
towns of Eastern Ontario (63%), in the City of Ottawa (66%) and in Toronto (55%).

10.5
•

Rural Eastern Ontario Has Limited Rental Accommodations

20,000 Plus Homes in Need of Major Repair

According to the 2011 National Household Survey, there were nearly 24,000 private
dwellings (homes) in need of major repair6 in Rural Eastern Ontario. This is more in absolute
terms than in the Ottawa (21,835). As a percentage of all dwellings in Rural Eastern Ontario,
8.2% is higher than across Ontario (6.6%), in Ottawa (6.2%) or Toronto (7.8%). The
prevalence of homes needing repair varies by county across Rural Eastern Ontario, but in all
cases is at or above the provincial average.
These data suggest that homeowners have a more difficult time maintaining their homes
than across the province or in the major urban centres. If this is the case, it suggests that
there is not enough income to carry out major maintenance or perhaps to cover the other
costs of home ownership – one of which is annual property taxes.
Figure 227 ‐ Private Dwellings with Major Repairs Needed, by County, Region and compared to Ontario, Ottawa and
Toronto

6

National Household Survey results do not define “major repair” other than to say that neither the minor or major
repairs include desirable remodelling or additions. It is understood that the assessment of state of repair of a
dwelling is made by the occupant.
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It is not clear that the need for repair is related to the age of housing stock. In fact, the data
suggests that the need for major repairs is not the result of old stock but is more likely
related to lower overall incomes.
Compared to the province as a whole or its urban counterparts, Rural Eastern Ontario does
not have especially old housing: 60% of Rural Eastern Ontario’s housing stock (2006:
166,465 dwellings) were constructed before 1986 (and is now more than 25 years old).
Across Ontario, the percentage was 69%. In Ottawa, the percentage of older housing was
67%; in Toronto, older stock is 81% of the total.
Figure 238 ‐ Percentage of Private Dwellings Constructed Before 1986 (2006 Census) ‐ Rural Eastern Ontario compared
to Ontario, Ottawa and Toronto
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11.

Taking Action on Municipal Affordability

Recommendations
Providing affordable local services, such as social housing, will require municipal governments
to change the trajectory of both service delivery costs (capital and operating) and the revenues
available to pay for these services. The following recommendations cover some actions that
local governments might take on their own or through the EOWC, as well as those which might
be undertaken in partnership with upper levels of government.
Recommendations for EOWC and Constituent Municipalities:
E‐1: It is proposed that the EOWC continue to actively support the development of a region‐
wide economic development strategy with the long‐term objective of stimulating growth as
well as jobs across the region, which will in turn stimulate growth in the region’s tax base. The
ultimate goal is to increase total assessment as well as the proportion of assessment from
industrial, commercial and institutional operations. (This same recommendation is found in the
Municipal Infrastructure White Paper).
E‐2: it is proposed that the EOWC encourage and work with social housing Service Managers in
multi‐service area groups across the region to explore and propose more cost‐effective ways to
meet social housing needs in Eastern Ontario.
For example these proposals could include different operational models for the construction
and/or maintenance of social housing in each service area or collaboratively across several
service areas. Participation in the operational models could be offered to any or all of public
housing, community‐based not‐for‐profit or cooperative housing, or organizations offering rent‐
geared‐to‐income accommodations. The operational model(s) could function under an existing
governance structure or a new one which consolidates multiple other organizations. Public‐
private partnership models could also be considered.
E‐3: It is proposed that the EOWC work with the Eastern Ontario Mayors Committee (EOMC) to
support the advocacy work of the Association of Municipalities of Ontario (AMO), and the
advocacy work of the Federation of Canadian Municipalities (FCM), regarding social housing
with the provincial and federal governments respectively.
E‐4: it is proposed that the EOWC, in concert with the Eastern Ontario Mayors Committee
(EOMC), share the EOWC’s analyses and recommendations with the regional and national
representatives of the Government of Canada to underscore the need for ongoing federal
support of social housing.
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Recommendations for the Province of Ontario:
U‐1: It is proposed that the EOWC express its support for AMO’s principles on social housing as
summarized below and articulated on the AMO website:
•
•
•
•
•

Income redistribution programs such as social housing should not be funded through
property taxes.
As long as municipalities are the principal funders of housing services in Ontario, they
should be the principal policy makers.
The focus should be on long‐term, cost‐effective solutions across the full spectrum of
housing and social policy, not just specific programs.
A sustainable funding framework which excludes the property tax base, is essential.
Comprehensive and coordinated policies and programs are needed that include improved
income supports, improved housing choices, and improved access to social and health
services.

The EOWC supports AMO’s call for a comprehensive National Housing Strategy to provide clear
direction for collaboration and action, as well as defined roles, responsibilities and
accountability for all three orders of government.
U‐2: Until the Province is able to adjust the framework for social housing programming to align
with AMO’s position on social housing (funding from a source other than the municipal
property tax base), it is further proposed that the EOWC requests the Province to undertake the
necessary policy development work to allow greater local/service area flexibility in:
•

•

•
•

The interpretation of and changes to “prescribed units”. In particular, municipalities and
housing corporations should be permitted to review their current prescribed numbers
(which have not changed for more than a decade) and advise on the right targets for the
next 20 years. Municipalities and social housing corporations should be permitted to adjust
unit number commitments through the End of Agreement (EOA) period, through to 2039, as
housing stock is revitalized or redistributed.
The mix of public and private housing options in the same project (e.g. social housing/RGI
and market rent units for low and moderate income individuals and households). In
particular, units should not be struck from the prescribed unit count if the tenant individual
or family becomes able to pay market rent.
Determining the best mix of types of accommodation to meet the actual needs for social
housing within and across communities in a municipality.
Allocating available units to those on waiting lists, based in part on who is likely to have a
successful housing experience in the specific types of units available at any moment in time.
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Restrictions which govern how these allocations are made should be removed to support
better decision‐making at the local level.
U‐3: It is proposed that the EOWC encourage and support the Province of Ontario in its
continued efforts to contain the growth in program and service delivery costs, including those
that are mandated to municipal government. In Social Housing, the EOWC encourages the
Province to consider moving quickly to harness the power of information technology for data
submission/compliance purposes and in particular, address the need to be able to improve the
level of accuracy of waiting lists (reducing double‐counting) and the weaknesses of the existing
AIMS system for tracking investment in Ontario’s affordable housing program. Doing so will
increase the reliability of the system, reduce the need for manual adjustments to data, and help
to contain both provincial and municipal administrative costs associated with Social Housing.
U‐4: It is proposed that the Province encourage and provide policy flexibility to municipalities
receiving provincial transit funding monies from the provincial gas tax so that they can consider
how transit services could be deployed to support those residents of social housing who must
travel long distances to access services. These service options could include active
transportation.
U‐5: Until the Government of Canada renews its historical long‐term commitment to capital
funding for social housing or until funding for social housing is removed from the municipal tax
base, it is proposed that the Province provide interest‐free loans to support municipalities and
housing corporations that are proposing major changes to existing stock to better meet the
social housing needs of their residents. These changes could include major renovations to
existing buildings or replacement of existing buildings with new ones with different
configurations which better meet contemporary needs. In these cases, total numbers of units
would be preserved.
U‐6: It is proposed that the Province increase Rent‐Geared‐To‐Income subsidy levels for units
funded under its programs, thus recognizing that there has been no change in subsidies since
2000‐2001 due to the formula for calculating subsidies being proportional to social services
funding which has been constrained over the last decade.
U‐7: It is proposed that the Province, along with its Agencies, Boards and Commissions, consult
with municipalities and housing corporations when provincial legislation, regulations and
policies are being developed or changed and when those changes could have an impact on
social housing projects or buildings. Examples include:
a) Changes to the Ontario Fire Code which affect domiciliary care facilities such as Social
Housing.

46

b) Changes to assessed value (special purpose buildings) for social housing, which has
implications for municipal property taxes. The EOWC considers that social housing should be
property tax exempt. In the absence of an exemption, it is proposed that the Province institute
a Payment‐in‐Lieu for social housing that is reviewed and adjusted regularly to at least keep
pace with the increase in costs of goods and services required to deliver Social Housing.
U‐8: It is proposed that the EOWC work in partnership with the Province of Ontario to design
and implement as soon as possible a permanent, predictable, non‐competitive infrastructure
fund designed specifically for small, rural and remote areas. (This same recommendation is
found in the Municipal Infrastructure White Paper. The White Paper contained a series of
recommendations for the design and operation of such a permanent fund, including giving
municipalities the responsibility to set their own priorities, a funding tie‐in to completion of
asset management plans and related accountability provisions).
Recommendations for the Government of Canada:
U‐9: It is proposed that the EOWC support FCM’s positions on social housing with the
Government of Canada. In particular, the EOWC supports FCM’s call for a federal commitment
to a long‐term housing plan including but not limited to: ongoing social housing subsidies and
continued capital debenture support for rejuvenation, replacement and expansion of social
housing units. The EOWC’s support will include a willingness to make direct representations to
regional and national representatives of the Government of Canada.
U‐10: It is proposed that the EOWC advocate for reinstatement of the federal Home Renovation
Tax Credit – especially for energy efficiency, and the continuation and extension of the
provincial Home Renovation Tax Credit for seniors and family members living with them. It is
further recommended that these tax credits be focused on low‐income owner‐occupied
households. (This same recommendation is found in the Ratepayer Affordability White Paper).
The EOWC would like to thank the Treasurers of the member organizations along with the staffs of the
Housing Services Corporations across Eastern Ontario, for provision of data and insight into current
issues in the social housing arena.
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