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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 $440million 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 formore 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 theMunicipal 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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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.

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
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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Local governments face particular
challenges to their financial
sustainability if expenditures are
rising faster than the sources of
revenue to support them – and for
municipalities the primary source of
income is household based
property taxes. In Rural Eastern
Ontario, operating expenditures
have increased much faster than
the number of households – or the
number of other properties – that
support them.

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
same period. Just over 370,000 households
supported municipal expenditures in 2011, up from
333,000 in 2000. Similarly, the population in Rural
Eastern Ontario has grown by 13.5% since 2000 –
from roughly 636,000 to 721,000 (2011 census).

It is clear that at most, 15 20% of expenditure
growth is driven by population and household
growth; at least 80% of expenditure growth is
driven by other factors.

3.3 Multiple Non Demand Factors Likely Contribute
to Increased Municipal Expenditures

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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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



14

4.3
O
verallPer

H
ousehold

Expenditures
Expected

to
Rise

by
Roughly

15%
by

2020

W
hen

allm
unicipalexpenditures

for
both

upper/single
and

low
er

tier
m
unicipalities,localgovernm

ents
in
RuralEastern

O
ntario

m
ade

expenditures
of$4,848

in
2011.This

num
ber

is
expected

to
rise

to
$5,478

by
2020

–
an

increase
ofroughly

15%
.This

calculation
is
based

on
overallexpenditures

grow
ing

by
the

2007
2011

rate
and

the
num

ber
ofhouseholds

grow
ing

atthe
2000

2011
rate.Transportation

Services
and

Protection
Services

are
expected

to
accountfor

m
ore

than
half(56%

)ofthe
per

household
am

ount.N
ote

thatper
household

expenditures
are

notthe
sam

e
as

per
household

costsince
revenues

are
raised

from
com

m
ercial,

industrialand
institutionalratepayers

as
w
ellas

from
residentialtaxpayers.

Figure
5:Sum

m
ary

–
A
ctualand

Projected
O
perating

Expenditures
by

M
ajor

Category:2011
2020

Service
Type

2011
Expenditures

(A
ctual)

%
Increase

Projected
to

2020

2020
Expenditures
(Projected)

Per
H
ousehold

Single/U
pper

and
Low

er
Tier

Com
bined

(2011)

Per
H
ousehold

Single/U
pper

and
Low

er
Tier

Com
bined

(2020
est.)

A
llExpenditures

(2007
11)

(2000
11)

$1.8
Billion

22%
53%

$2.2
Billion

$2.8
Billion

$4,848
$5,478
$6,879

Transportation
Services

$426
M
illion

76%
$749

M
illion

$1,247
$2,103

Social&
Fam

ily
Services

$345
M
illion

?
M
in.$359

M
illion

$935
M
in.$897

Protection
Services

$235
M
illion

70%
$402

M
illion

$637
$1,004

Environm
entalServices

$230
M
illion

53%
$351

M
illion

$621
$878

H
ealth

&
Em

ergency
Services

$137
M
illion

59%
$218

M
illion

$369
$612

Projected
increases

to
2020

for
overallexpenditures

(“A
llexpenditures”)are

presented
based

on
pro

rating
ofthe

m
id

range
percentage

increase
(2007

2011)and
the

longer
term

pattern
(2000

2011))Projected
increases

for
m
ajor

service
areas

are
based

on
based

on
the

m
ost

reasonable
scenario

in
each

case,draw
ing

on
the

2000
2011,2007

2011
and

2009
2011

projections.
Five

expenditure
types

w
illaccountfor

88%
(roughly

$1.93
billion)ofthe

total$2.19
billion

ofanticipated
m
unicipalexpenditures

by
2020

and
m
ostofthese

expenditures
are

the
responsibility

oflow
er

or
single

tier
m
unicipalities.

N
ote

that
totalper

household
expenditures

(alltypes)for
separated

cities
and

tow
ns

in
2011

averaged
$6,288

and
are

projected
to

be
$7,482

by
2020.



15

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 $368million.
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..

Table 11 – Number and Frequency of Reports Submitted to the Province of
Ontario by the City of Toronto each year; Source: “Making Accountability Work
for the Province and Municipalities”, September 2012

Frequency Requests Total Reports

Monthly 8 96

Quarterly 25 100

Annual 68 68

Other – as required, semi
annual

5 6

TOTAL 106 270

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.

The report was reviewed by the
Single Tier and Regional
Treasurers group, which provided
a preliminary indication of the
effort required by municipalities
to track, prepare and submit the
reports as well as noting some of
the reporting issues, and
recommending actions the
Province might undertake to
improve the efficiency and
effectiveness of reporting.
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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

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.

Re assessment



Figure 1
(light gr
program

6.3 Grow

The a
local
not ta
taxat
more

The o
asses
there
risk, q

A rou
Crow
from
base.
regio
muni

17 The map be
reen) which hav
m (25% assessm

wth Potentia

ability of mu
services is c
axable at all
tion). Of the
e than 25 pe

only areas w
ssment are t
e are waterw
quarries and

ugh order of
wn lands alon
another 85,
. Local gove
on’s Crown la
cipalities’ ab

low, prepared b
ve no local asses
ent) and forest

al Constraine

nicipalities i
constrained b
– for which
roughly 45,0
r cent is ava

where local go
he white are
ways and pro
d other areas

magnitude
ne represent
,000 househ
ernments in t
ands; rather
bility to extr

by the GIS group
ssment capacity,
tax program lan

ed by Crown

n Rural East
by the large
there is no
000 square k
ilable for de

overnments
eas on the m
ovincially sig
s that are “o

estimate (ba
t foregone in
holds or an e
the region a
this illustrat
act more rev

29

p in Renfrew Cou
, lands which ar
nds (25% assess

n Land and O

tern Ontario
proportion
compensati
kilometres o
evelopment

s can expect
map below. A
gnificant wet
off limits” fo

ased on a re
ncome of $1
equivalent co
re not advoc
tion simply d
venue from

unty, shows Cro
re part of the fa
ment).

Other Lands

to generate
of land that
on in terms
of land mass
purposes at

to levy taxe
And even tho
tlands, areas
r developme

esidential ass
145 million i
ommercial, i
cating the d
demonstrate
the region’s

own land
rm land tax

Not Fully Ta

e tax revenu
is either no
of Payment
in Rural Eas

t full assessm

es at 100 per
ose are not
s designated
ent and asse

sessment rat
n local prop
ndustrial or
evelopment
es the limita
s rural land b

axable

es to sustain
t fully taxab
s In Lieu (of
stern Ontario
ment.

r cent
all available
d for species
essment grow

te) suggests
perty tax inc
institutiona
t of all of the
tions on rur
base.

n
le or
f
o, no

–
at
wth.

that
ome
al tax
e
ral



30

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 % 2011 for
2012 Tax Year

Assessment
($Billions)

Commercial 5.1 $4.72
Shopping Centres and Parking Lots 0.2 $0.208
Exempt 3.7 $3.48
Farm 4.8 $4.45
Industrial 0.9 $0.804
Managed Forest 0.3 $0.234
Pipeline, Railway and Utilities 0.9 $0.818
Multi Residential 0.8 $0.759
Residential 83.4 $77.9
Total – All Types 100 $93.4
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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 theMunicipal 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.


