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by Gordon J. Alex a n d e r

Since May 10, 1996, the Who Does Wh at
panel ch a i red by David Crombie has submit-
ted six letters of advice along with seve ra l
other re l ated letters and memoranda con-
c e rning assessment and pro p e rty tax re fo rm
to the Minister of Municipal Affa i rs and
Housing for consideration. 

The Ontario gove rnment has alre a dy take n
actions on some of the panel’s re c o m m e n d a-
tions; in particular the adoption of the Actual
Value Assessment (AVA) program and the
commencement of a province-wide re a s s e s s-
ment of pro p e rt y. Finance Minister Ern i e
E ves introduced Bill 106, The Fa i r
Municipal Finance Act 1997, in
the Legi s l at u re on Ja nu a ry 16.

Ta x ation Po l i cy

The proposals in this area rep re-
sent a radical dep a rt u re from the
s t atus quo. In bri e f, the gove rn-
ment has announced that :

• All pro p e rties in the province will be
assessed on the basis of current marke t
value: “the amount of money the fe e
s i m p l e, if unencumbere d, would re a l i ze if
sold at arm ’s length by a willing seller to
a willing bu ye r ”

• Th e re will be six pro p e rty cl a s s e s :
a) residential pro p e rt y
b) mu l t i - residential pro p e rt y
c) commercial pro p e rt y
d) industrial pro p e rt y
e) pipelines
f) fa rms and managed fo re s t s

• Tax rates for mu l t i - residential, commer-
cial and industrial pro p e rties will be based
on a perc e n t age of the residential rat e

• Municipalities will set the “va ri abl e ”
rates within a ra n ge pre s c ribed by the
p rov i n c e

• The business occupancy tax will be 
c a n c e l l e d

• Tax reb ate programs for fa rm l a n d, man-
aged fo rests and conservation lands will
be discontinu e d, and the pro p e rties taxe d
at 25% of the residential rat e

• Tax increases and decreases re s u l t i n g
f rom the province-wide reassessment will

be phased in befo re the year 2004 based
on the discretion of local municipal policy

The gove rnment has also indicated that
municipalities will have the option of:

• Putting new ap a rtment buildings of seve n
units or less into a new pro p e rty cl a s s
with a lower tax rat e

• Taxing lower valued commercial pro p e r-
ties at a lower rate than office bu i l d i n g s
and large commercial developments (one
option might be to have one tax rate fo r
assessed value up to a certain amount,
and a higher rate for assessed va l u e
b eyond that amount)

The details of education pro p e rty taxes are still
up in the air. The Crombie panel initially re c-
ommended a unifo rm tax rate for commerc i a l
and industrial pro p e rty to fund the prov i n-
c i a l ly - c o n t rolled Ontario Educat i o n
O p p o rtunity Fund (OEOF) and a discre t i o n a ry
tax for residential pro p e rty of up to five per
cent of local school board bu d gets to be used
for local education enri chment programs. At
this point, the gove rnment has said educat i o n
will not be funded from residential pro p e rt y
t a xes; taxes on commercial and industri a l
p ro p e rty will be collected by the prov i n c e.

Some other Crombie re c o m m e n d ations are
still pending:

• D i s c o n t i nuing the taxation of va c a n t
c o m m e rcial and industrial pro p e rty at the
residential mill rat e

• Reassessing development lands being held
as fa rmland as vacant residential, commer-
cial or industrial land at the point of dra f t
s u b d ivision plan ap p roval, wh e re the
ch a n ge in use was proposed by the pro p e rt y
ow n e r, and the municipality has agre e d

• Ke eping taxation policies affecting re c re-
ational pro p e rty (i.e. cottages) consistent
with all other classes of pro p e rt y

• Collecting Gross Receipts Tax ch a rged to
t e l e c o m mu n i c ations companies for the
use of municipal right of ways (i.e. tele-
phone lines) for use by the prov i n c e,
based on user fees wh i ch are to be deter-
mined with the aid of the CRT C

• C o n t i nuing payments in lieu of pro p e rt y
t a xes paid by the province and its enter-
p rises to the municipalities, pending a
rev i ew of the current pay m e n t s

• R ev i ewing exempt pro p e rties to establ i s h
p rinciples from wh i ch clear cri t e ria fo r
exemption can be determ i n e d, and dis-
c o u raging private member’s bills wh e re
p ro p e rty tax exemption is an issue.

I m p l i c ations fo r
c o m m e rcial and industri a l
p ro p e rt i e s

The most significant ch a n ges in
t a x ation policy affecting commer-
cial and industrial pro p e rty ow n e rs
a re :

•    Elimination of business occu-
p a n cy tax

• C re ation of va ri able tax rat e s

• H ow education taxes will be levied on
bu s i n e s s

• Whether tax relief on vacant space
t h rough taxation at the residential mill
rate will be discontinu e d

E l i m i n ation of Business
O c c u p a n cy Ta x

This outdated system of taxation was based
on the perc e ived “ability to pay”, wh i ch wa s
d e t e rmined circa 1904. The short fall in rev-
e nue resulting from its elimination, an
e s t i m ated 11 per cent of municipal reve nu e,
will be fa c t o red into the va ri able tax rates re c-
ommended for the va rious pro p e rty classes. 

The effect of this is that landlords will now
be liable for pro p e rty taxes wh i ch we re pre-
v i o u s ly the liability of their tenants. Th i s ,
combined with the discontinu ation of the
mill rate conve rsion (from commercial to
residential) for vacant space, portends diffi-
cult times for landlords with gross and
s e m i - gross leases, as they attempt to limit
their tax liab i l i t i e s .

P roperty tax system faces
radical change

The smoke clears
but the uncerta i n t y

c o n t i n u e s
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Businesses wh i ch are curre n t ly paying bu s i-
ness occupancy taxes of 30 per cent and 75 per
cent could re s p e c t ive ly expect tax incre a s e s
and decreases as a result of the ave ragi n g
e ffect of business occupancy taxes being fa c-
t o red into the va ri able tax rat e s .

Va ri able tax rat e s

The legi s l ation proposes that all pro p-
e rty be cat ego ri zed into pro p e rt y
cl a s s i fi c ations and that each of these
cl a s s i fi c ations be taxed in re l at i o n-
ship to the lowest class: single fa m i ly
residential pro p e rt y. The ratio is to
fall within a ra n ge determined by the
p rov i n c e. Although the ratio is not
spelled out, the Crombie panel fo u n d
t h at current practice falls within the
ra n ges shown in the ch a rt .

These rates may indicate the ra n ge within
wh i ch a municipality would be given the dis-
c retion to tax the indicated pro p e rty cl a s s e s .
For ex a m p l e, a municipality could elect to
h ave industrial pro p e rty pay taxes as a per-
c e n t age of actual value wh i ch is six and one
half times higher than single fa m i ly re s i d e n t s .

U n i fo rm tax rate for educat i o n

C u rre n t ly it is unclear how education taxe s
will be levied on businesses. The rate could
be calculated as a perc e n t age of actual va l u e
or in a manner similar to the now - d e f u n c t
C o m m e rcial Concentration Tax (CCT), based
on a static unit of measurement, such as are a .

D i s c o n t i nu ation of tax relief fo r
vacant space

With the potential for higher pro p e rty taxe s
a c c ruing solely to the pro p e rt y, discontinu a-
tion of tax relief for va c a n cy would pre s e n t
s h o rt term pro blems, as the marke t p l a c e
adjusted to this new condition. The Wh o
Does Wh at panel suggested that since pro p-
e rties will be revalued on a regular and
f requent basis, the va c a n cy pro blems will be
fa c t o red into the value of the pro p e rt y,
t h e reby providing ap p ro p ri ate tax re l i e f.
G iven the fl u c t u ating nat u re of tenancies it is
d i fficult to ascertain if this ap p ro a ch wo u l d
p rovide the expected tax relief for va c a n cy.

Va l u ation and assessment pra c t i c e

The re c o m m e n d ations affecting this area of
p ro p e rty taxation, although compre h e n s ive,
h ave more of the ap p e a rance of fine tuning
the existing system than a radical dep a rt u re
f rom the status quo.

The re c o m m e n d ations proposed for assess-
ment va l u ation include the fo l l ow i n g :

• All va l u ations are to be based on curre n t
va l u e

• All assessing jurisdictions throughout the
p rovince are to be reassessed on a
common base of June 30, 1996

• All assessments are to be updated annu-
a l ly, based on a thre e - year rolling ave rage

• The new assessment system is to be fully
implemented by the year 2004

Although not specifi c a l ly mentioned by the
Who Does Wh at panel, it is anticipated that
the current va l u ation techniques (sales, cost
and income ap p ro a ches to value) will be
e m p l oyed to conduct the re a s s e s s m e n t .
H oweve r, it is ru m o u red that single fa m i ly
residential pro p e rty will be reassessed using
a multiple regression analysis tech n i q u e,
based on residential sales.

C h a n ges in the area of assessment ap p e a l s
rep resent a dep a rt u re from the current pro-
cess. Wh at has been recommended is a
p rocess wh i ch is similar to that found in the
p rovince of Nova Scotia.

The re c o m m e n d ations proposed are bri e fly
as fo l l ow s :

• C re ation of a 60 - 90 day appeal period to
p rovide additional time for altern at ive dis-
pute resolution (ADR) through discussion
and nego t i at i o n

• C re ation of a single tier appeal system
t h rough the Assessment Rev i ew Board

• E l i m i n ation of the current second tier
appeal tri bunal at the Ontario Municipal
B o a rd as of 1998

• E n s u ring that presiding members of the
Assessment Rev i ew Board are know l-
e d ge able with respect to ap p raisal theory
assessment practices and the mu n i c i p a l-
ity in wh i ch the pro p e rty under appeal is
l o c at e d

These ch a n ges will streamline the curre n t
system, but will also limit an ap p e l l a n t ’s
o p p o rtunities to seek a sat i s fa c t o ry settle-
ment. Consequently, the appeal process will
h ave to be conducted more aggre s s ive ly, with

an emphasis on prep a ration and ev i d e n c e.

C o n cl u s i o n

Although the new legi s l ation and reg u l at i o n s
will cre ate a more unifo rm and stre a m l i n e d
assessment and pro p e rty tax system for the
p rovince of Ontario, it is still not known with

a ny certainty who will bene-
fit and who will be bu rd e n e d
by pro p e rty tax re fo rm. Fo r
ex a m p l e, wh i ch commu n i-
ties will be the most
b e n e ficial to live in, to wo rk
in, and to invest in? Wh e re
will the tax shifts be and on
wh at classes of pro p e rt y ?
H ow will the tax shifts
impact on the value of re a l
e s t ate? Wh at can a pru d e n t

p ro p e rty owner do to prep a re for these
impending ch a n ge s ?

As unsettling as the current env i ro n m e n t
c o n c e rning these issues is, there are initia-
t ives that pro p e rty ow n e rs can undert a ke to
be prep a re d. Pro p e rty ow n e rs should ensure
t h at they know the value of their pro p e rty as
of June 30, 1996. Th ey should make them-
s e l ves awa re of the rental activity and sales
of similar pro p e rty in their neighbourhood.
Th ey should be prep a red to discuss the new
1996 va l u ation of their pro p e rty with the
a s s e s s o r. Th ey should be prep a red to contest
the assessor’s va l u ation, should it not meet
with their ex p e c t at i o n s .

Pending Issues

While the introduction of Bill 106 cl a ri fi e s
the ge n e ral direction in wh i ch the gove rn-
ment is heading, mu ch still remains uncl e a r :

• Actual details to be pre s c ribed in the 
reg u l at i o n s

• Impact of other Who Does Wh at panel
re c o m m e n d at i o n s

• Impact of community tax shifts

• Impact of pro p e rty tax shifts

• H ow education taxes will be levied on
bu s i n e s s

• Assessment va l u ation methodologi e s

G o rdon J. Alexander is a partner with
D iva ris Corp., To ro n t o .

P roperty Class Tax Ra te Range 
(as a % of re s i d e ntial tax ra te )

M u l t i - R e s i d e n t i a l 100 - 490

C o m m e rc i a l 140 - 460

I n d u s t ri a l 190 - 650



by Jeannette Gilleze a u
In November 1996, the Ontario gove rn m e n t
i n t roduced Bill 98, a new Deve l o p m e n t
C h a rges Act (DCA). The gove rn m e n t ’s
s t ated intentions are to:

• “ c re ate new construction jobs and
m a ke home ow n e rship more
a ffo rd able” by reducing deve l o p m e n t
ch a rge rates and simplifying fro n t - e n d i n g
p rov i s i o n s

• “ m a ke municipal council decisions
m o re accountable and more cost
e ffe c t ive” t h rough re q u i rements fo r
municipal contri butions for pro j e c t s
financed from development ch a rge s ,
s t ro n ger rep o rting re q u i rements and
m a n d at o ry long-term capital and operat-
ing cost fo re c a s t i n g

The Bill is expected to be sent to one of the
Standing Committees for hearings late this
winter or early in the spri n g. This art i cl e
outlines some of its major implicat i o n s .

Reduced Development Charge
R at e s
For many municipalities, the provisions of
Bill 98 will result in substantial re d u c t i o n s
in development ch a rge rates - by more than
50 percent in some cases. Municipalities
t h at are like ly to face substantial re d u c t i o n s
a re those wh e re parkland acquisition,
a d m i n i s t ration buildings and re c re at i o n
facilities account for a large share of the
grow t h - re l ated costs cove red by their curre n t
d evelopment ch a rge s .

On the other hand, municipalities that did
not choose to adopt development ch a rges to
c over the full ra n ge of permitted grow t h -
re l ated costs may find that they can still
ch a rge similar rates. 

Municipalities that allowed for a 10 per cent
“ c redit” in their development ch a rge calcu-
l ations will not be affected to the same
extent as municipalities that allowed for a
smaller “credit” or no credit at all. 

R egional municipalities that focused their
d evelopment ch a rges on the financing of
roads, water and sanitary sewer infra s t ru c-
t u re will be affected less than those that
chose to devote a significant share of their
d evelopment ch a rges to administrat i o n
buildings, hospitals, homes for the age d,
museums and/or regional park s .

P re s s u re on Municipal Ta xes and
User Charge s
The re q u i rement that municipalities pay
some or all of the cost of grow t h - re l at e d
c apital projects from non-deve l o p m e n t
ch a rge reve nues will put pre s s u re on mu n i c-
ipal taxes and user ch a rges. Again, the
impact will be gre atest for those mu n i c i p a l i-
ties wh i ch will face substantial ch a n ge s
f rom their current pra c t i c e s .

This is like ly to result in cutbacks in cap i t a l
spending plans, increases in taxes and user
ch a rges and a re t u rn to deb e n t u res as a reg u-
lar source of municipal capital fi n a n c i n g.

Cost Shifting to Deve l o p e rs
For deve l o p e rs, costs may appear simply to
shift, as municipalities try to avoid the
re q u i rements for municipal contri butions by :
• re d e fining some capital projects prev i o u s ly

c ove red by development ch a rges as “local
s e rvices”, wh i ch deve l o p e rs will be
re q u i red to provide dire c t ly

• re q u i ring that capital projects needed to
s e rvice new development be cove red by
f ront•ending agreements and, perhap s ,

• p re s s u ring deve l o p e rs to dire c t ly prov i d e
d evelopment ch a rge projects and then
refusing credits for such serv i c e s .

H oweve r, the shift pro b ably wo n ’t offset the
s avings from lower development ch a rge s .

by Robert Fe l d ga i e r
Some municipalities — part i c u l a rly those in
the GTA — see Bill 98 as being tilted in
favour of the development industry — 
but is it?

Th ree key elements of Bill 98 are: mu n i c i p a l
c o n t ri butions to the costs of services funded
t h rough development ch a rges; limitations on
the list of eligi ble services, and the use of
past ave rage levels of service as the basis fo r
c a l c u l ating future levels of serv i c e.

These three issues we re all key elements of
the development industry ’s position in dis-
cussions with the Association of
Municipalities of Ontario (AMO) and the
P rovince in the mid 1980s, prior to the
i n t roduction of the current Deve l o p m e n t
C h a rges Act. Howeve r, the industry sought

m o re: for ex a m p l e, a higher municipal con-
t ri bution for some services and a more
limited list of eligi ble services. 

A major goal of the industry was and
remains to ensure affo rd ability (for deve l o p-
ment ch a rges and facilities funded thro u g h
them) and accountability (in the calculat i o n ,
collection and spending of deve l o p m e n t
ch a rges reve nues). It has become ap p a re n t
t h at the existing DCA cannot ensure either.

The reality is that Bill 98 still falls short of
the industry ’s position as put fo r wa rd both in
the 1980s and as re c e n t ly as 1996. Bill 98
should be seen as a compromise between the
i n d u s t ry and municipal positions, taking into
account today ’s fiscal realities and the need
to make home ow n e rship more affo rd abl e.

Key elements of Bill 98 fi rst proposed in 1980s
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I t ’s unlike ly deve l o p e rs will be asked to
d i re c t ly provide infra s t ru c t u re or fa c i l i t i e s
wh i ch are not re l ated to their deve l o p m e n t s .
Th ey may be asked to pick up the full cost of
i m p rovements to art e rial roads in the vicinity
of their site or of a baseball diamond in their
d evelopment; they are unlike ly to be aske d
to provide a new town hall or land for a park
far from their deve l o p m e n t .

Cost shifting may not be ve ry significant in
municipalities wh i ch have reg u l a rly aske d
d eve l o p e rs for direct contri butions to
o ff•site capital wo rks. Ty p i c a l ly, mu n i c i p a l
s t a ff will argue that the wo rks are necessary
for a specific development to proceed and
t h at the improvements we re not included in
the development ch a rge calculations or that
t h e re are not sufficient funds to pay for the
re q u i red improvements. Some mu n i c i p a l i-
ties allow a credit against deve l o p m e n t
ch a rges for some or all of the costs, wh i l e
o t h e rs do not.

I n c reased Resistance to
D evelopment and Grow t h
In some municipalities, the reve nue stre a m
f rom development ch a rges has been an
i n c e n t ive for the ap p roval of new deve l o p-
ment. Growth could fund mu n i c i p a l
o fficials’ pet projects, often with little or no
d i rect impact on taxes. This incentive will
be eliminated with Bill 98. 

R ap i d ly growing municipalities with re l a-
t ive ly small existing population and
e m p l oyment bases, could ex p e rience signifi-
cant pro blems in financing the infra s t ru c t u re
needed to accommodate growth, as a re s u l t
of Bill 98. This may make them more hos-
tile towa rds new development, wh i ch in turn
m ay make the development ap p roval pro-
cess more costly and time•consuming.

I m p rovements in Municipal
Financial Planning and
M a n age m e n t
M a ny Ontario municipalities do no cap i t a l
planning beyond the annual bu d get. Other
municipalities prep a re ve ry basic five or ten
year capital fo recasts but don’t cl e a rly
d e fine the scope and need for the planned
p rojects, or don’t assess the potential operat-
ing and maintenance costs.

Some municipalities are sloppy in the man-
agement and rep o rting of deve l o p m e n t
ch a rge re s e rve fund accounts.
Municipalities have withdrawn funds fo r
p rojects that are cl e a rly not grow t h • re l at e d,

s u ch as fixing the roof of an existing are n a ,
or replacing an aging fi re tru ck. One mu n i c-
ipality emptied its roads deve l o p m e n t
ch a rge re s e rve fund to pay for a bri d ge that
was not constru c t e d, did not re t u rn the
m o n ey to the fund and actually ch a rge d
i n t e rest to the fund to cover the “defi c i t ”
c re ated by the withdrawal. Other mu n i c i p a l-
ities do not prep a re or do not release to the
p u blic annual development ch a rge re s e rve
fund stat e m e n t s .

Bill 98 will fo rce lax municipalities to
i m p rove their standards of practice in the
a reas of financial planning and the manage-
ment and rep o rting of development ch a rge
re s e rve funds.

In summary, Bill 98 will have 
b e n e fits for Ontario re s i d e n t s :
• Better municipal financial planning and

m a n age m e n t
• Fewer unnecessary or go l d - p l ated mu n i c i-

pal fa c i l i t i e s
• L ower prices for new homes and commer-

cial and industrial space
• I n c reased construction activity – as lowe r

p rices encourage more buying and bu i l d i n g
– with spin-off benefits for economy, and

• A more competitive business cl i m ate –
with lower housing prices and ch e ap e r
c o m m e rcial and industrial space.

H oweve r, the benefits of Bill 98 will be
o b s c u red by other ch a n ges in the re s p o n s i b i l i-
ties and financing of Ontario mu n i c i p a l i t i e s ,
and by the re c ove ry of the Prov i n c e ’s re a l
e s t ate market. 

On the down side, Ontario residents and bu s i-
nesses in many rap i d ly grow i n g
municipalities may fa c e :
• Higher pro p e rty taxes and user ch a rge s

and/or 
• Reduced levels of municipal serv i c e, and
• Municipalities wh i ch are hostile to new

grow t h .

Jeannette Gillezeau is vice president of
C l ayton Research Associates Ltd., with a
s p e c i a l i z ation in municipal finance and
d evelopment ch a rges. Robert Fe l d gaier is a
senior associate at the fi rm, with pri m a ry
responsibility for residential market analy-
sis, and a member of the Ontario Home
B u i l d e rs’ Association land deve l o p m e n t
c o m m i t t e e.
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H i g h l i g h t s
Bill 98, as introduced in Nove m b e r
1996, will:

• R eplace those sections of the 1989
DCA wh i ch gove rn mu n i c i p a l
d evelopment ch a rges. ( E d u c at i o n
d evelopment ch a rges are not to be
s i g n i fi c a n t ly altered at this time. )

• Limit services wh i ch can be
financed from development ch a rge s ,
s p e c i fi c a l ly ex cluding park l a n d
acquisition, administration bu i l d-
ings, and cultural, entert a i n m e n t ,
t o u rism and hospital fa c i l i t i e s .

• E n s u re that the level of service used
in the calculation of capital costs
will not exceed the ave rage level of
s e rvice over the previous decade.

• P rovide that capacity ava i l able in
existing municipal facilities a n d
b e n e fits to existing residents are
i n cluded in the calculation of the
ch a rge.

• E n s u re that the development ch a rge
reve nues collected by mu n i c i p a l i t i e s
a re spent only on those cap i t a l
costs i d e n t i fied in the calculation of
the development ch a rge.

• R e q u i re municipalities to con-
t ri bute funds ( e. g. taxes, user
ch a rges or other non-deve l o p m e n t
ch a rge reve nues) to the financing of
p rojects pri m a ri ly funded fro m
d evelopment ch a rges. The mu n i c i p a l
c o n t ri bution is 10 or 30 perc e n t ,
d epending on the serv i c e.

• Pe rmit (but ap p a re n t ly not re q u i re )
municipalities to grant deve l o p e rs
c redits for the direct provision of
s e rvices i d e n t i fied in the deve l o p-
ment ch a rge calculation and, wh e n
c redits are gra n t e d, re q u i re the
municipality to re i m bu rse the deve l-
oper for the costs the mu n i c i p a l i t y
would have incurred if the pro j e c t
had been financed from the deve l o p-
ment ch a rge re s e rve fund.

• Set out provisions for f ro n t - e n d
financing c apital projects re q u i re d
to service new development (ap p a r-
e n t ly without re q u i rements fo r
municipal contri bu t i o n s . )

• Set out provisions for appeals and
complaints, and t ransitional ru l e s ,
i n cluding that municipalities will
h ave up to 18 months from the dat e
of pro cl a m ation of the new Act to
e s t ablish new development ch a rge
by l aws, otherwise the old by l aw s
will ex p i re.

 50% in some are a s
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by Judith Amoils
Facilities management as a pro fession is
well establ i s h e d. Wh at is new in this indus-
t ry is the emergence of a service industry
p rovided by a third party on a fee manage-
ment basis. The cat a lyst for this in the
Canadian market place has been fiscal pre s-
s u res on all three tiers of gove rn m e n t .

Canada Post, ap p rox i m at e ly three ye a rs
ago, outsourced the facilities manage m e n t
of its real estate to the private sector. Th i s
c o n t ract effe c t ive ly established the marke t
in Canada for facilities management as a
s e rvice industry. More re c e n t ly, other major
p u blic sector ow n e rs and Crown corp o ra-
tions have announced their intent to
o u t s o u rce facilities management of their
real estate assets. One example is the
D ep a rtment of National Defe n c e, wh i ch
re c e n t ly outsourced the management of a
number of sites in southern Ontari o .

Facilities and pro p e rty manage-
ment: similarities and diffe re n c e s
Facilities management is often confused
with pro p e rty management. While there are
some similarities, the diffe rences are suffi-
cient to distinguish facilities manage m e n t
as an industry in its own right. Both indus-
t ries have some activities in common; fo r
ex a m p l e, building systems maintenance,
ge n e ral maintenance, custodial serv i c e s ,
waste management etc.

P ro p e rty management is the manage m e n t
of real estate that is typically leased to/used
by third parties, and there fo re pro p e rt y
m a n age rs are concerned with leasing activ-
ities, rent collection and management of a
p ro p e rty for the purposes of improv i n g
financial perfo rm a n c e. Their focus is main-
taining or enhancing investment value fo r
the ow n e r.

Facilities management is the manage m e n t
of real estate for a corp o ration in support of

its business mission. Facilities manage rs
a re re s p o n s i ble for corp o rate real estat e,
wh i ch may be both owned and leased.
Their focus is the support of the company ’s
business operat i o n s .

The evolution of an industry
A rev i ew of the facilities manage m e n t
i n d u s t ry in the United Kingdom shows an
i n d u s t ry with many similarities to that
e m e rging in Canada. The industry, as a ser-
vice industry, grew from the Th at ch e r
gove rn m e n t ’s policies of re t re ating fro m
d e l ive ring services that are not central to
the gove rn m e n t ’s raison d’etre. The indus-
t ry rooted itself in public sector
o p p o rtunities and once established began to
o ffer service to the private sector. To d ay,
the industry shows signs of mat u ri t y,
h aving undergone a shake-out with those
companies who have successfully estab-
lished their niche offe ring their serv i c e s
i n t e rn at i o n a l ly.

The Canadian marketplace seem to be fo l-
l owing a similar cours e. The opportunity to
p rovide services is curre n t ly being drive n
by the public sector, and the serv i c e
p rovider community is stru c t u ring itself to
respond accord i n g ly.

The service provider commu n i t y :
o rganizing to re s p o n d
Facilities management is a heteroge n e o u s
i n d u s t ry, with companies offe ring serv i c e s
as dive rse as the management of complex
h e avy industrial facilities, through to offi c e
buildings. A rev i ew conducted by the
author re c e n t ly of prov i d e rs in Canada, the
United States and the United Kingdom
s h ows that prov i d e rs have come from a
number of diffe rent ori gi n s .

• E n gi n e e ring and Constru c t i o n
These companies have entered fa c i l i t i e s
m a n agement from their
d e s i g n / bu i l d / o p e rate activities — some
companies have developed ex p e rtise in
ve ry specialized are a s .

• P ro p e rty Manage m e n t
These companies have expanded into
facilities management by supplementing
the activities that are common to both
facilities and pro p e rty manage m e n t .

• In-House Prov i d e rs 
In a number of cases, prov i d e rs have their
o ri gins in an in-house facilities div i s i o n

Facilities management: 
an emerging service indust r y
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t h at has sep a rated from the parent com-
p a ny and been set up as an indep e n d e n t
s e rvice prov i d e r.

• Specialist Providers 
These companies have moved into facili-
ties management from a specialist area
such as food service, mail room manage-
ment or laundry services.

Some service prov i d e rs in the Canadian
m a rketplace today have fo rmed as consor-
tia made up of companies from the are a s
d e s c ribed ab ove. In addition, a number of
fo reign companies have entered or are cur-
re n t ly looking to enter the Canadian
m a rke t p l a c e.

F u t u re opportunities: the ow n e r ’s
p e rs p e c t ive
Facilities management as a service indus-
try is just beginning to emerge in Canada.
It represents a dynamic and exciting
opportunity for service providers and
owners alike. For owners, the future will
lie in determining what the industry can
offer by way of synergies and cost savings.
Outsourcing may be a viable option to
self-provision, although caution must be
used. Outsourcing inappropriate activities,
with insufficient protection for service
levels, can result in more cost for poorer
results. A thorough analysis should be
undertaken prior to undertaking any kind
of outsourcing. In addition, if outsourcing
is used, care must be taken to thoroughly
define scope, contract price, service levels
and contract terms.

F u t u re opportunities: the serv i c e
p rov i d e r ’s pers p e c t ive
For prov i d e rs, the immediate future will lie
in capitalizing on opportunities and aggre s-
s ive ly developing the volume of bu s i n e s s
t h at drives synergies and cost savings. In
a ddition, the industry has yet to defi n e
n i ches. Other areas needing attention are
i m p roving quality of info rm ation systems
and rep o rting cap abilities, and improv i n g
quality assurance methods.

Judith Amoils is manager of the real estat e
consulting group of Coopers & Ly b ra n d
C o n s u l t i n g.

NEXT DINNER MEETING
Thursday, February 20, 1997

Canoe Restaurant and Bar
54th Floor, 

Toronto Dominion Tower

Speaker - 
Michael W. Freund

President and CEO
Gentra Inc.

Since it emerged from a re s t ructuring of Royal Trust in 1993,
Gentra has become a Canadian success story. Last year, it commit-
ted to more than $400 million of new real estate based
investments, including two of the largest properties that traded in
Canada during the year.

To register, call the Association office at (416) 340-7818.

E l i z abeth Pat t e rson, a s s i s t a n t
d eputy minister, pro p e rty assessment
d ivision, Ministry of Fi n a n c e, spoke to
our membership on October 24, 1996, at
the Adelaide Club. Elizabeth is part of a
m a n agement team now prep a ring to
implement the new market value assess-
ment  (MVA). This marke t - b a s e d
system is to be province-wide with up to
d ate market values. 

In order to meet the provincial dead-
lines, effe c t ive ly the entire prov i n c e
must be re - eva l u ated in ap p rox i m at e ly
18 months. Questions raised during the
discussion focused on the complexity of
p e r fo rming such a mammoth task in
s u ch a short time fra m e, and the poten-
tial thre at of quality control pro bl e m s
with the validity of the values being
e s t abl i s h e d. Elizabeth responded to all
the issues ra i s e d, with a frank and
re m a rk able focus to the salient 
c o n c e rn s .

Tom McCorm a ck, p re s i d e n t ,
S t rat egic Projections Inc., spoke to our
m e m b e rship on November 28, 1996, at
the Royal Canadian Ya cht Club’s main-
land fa c i l i t y. To m ’s back ground allowe d
him to field questions on demograp h i c s ,
the conclusions of David Cro m b i e ’s

Who Does Wh at panel (wh i ch has been
a s ked to disentangle provincial and
municipal service responsibilities) and
the Pre m i e r ’s Task Fo rce on the Future
of the Gre ater To ronto Are a .

His add ress focused on key demo-
graphic trends wh i ch will shape Canada,
O n t a rio and the GTA over the medium
and long term. Some of the key concl u-
sions presented can be summari zed as
fo l l ow s :

• the ave rage age of our populat i o n
will continue to increase as the
b o o m e rs head into their 50s and 60s

• O n t a rio, Alberta and Bri t i s h
Columbia have the highest levels of
ave rage household income

• p o p u l ation growth in those thre e
p rovinces will continue to outpace
the rest of Canada

• e m p l oyment sectors with the
s t ro n gest growth have been fi n a n c e,
business services, health serv i c e s ,
e d u c ation and other service indus-
t ries including accommodation, fo o d
and beve rage.

by Bonnie Bowe rm a n

What yo u ’ ve missed
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Who Does Wh at Pa n e l
L ate last ye a r, a number of
C ro m b i e ’s sub-panels issued re c-
o m m e n d ations on a wide va ri e t y
of topics: social services, tra n s-
p o rt ation and utilities,
assessment, emerge n cy serv i c e s ,
and education. David Cro m b i e
himself ch a i red the assessment
sub-panel wh i ch re c o m m e n d e d
t h at residential pro p e rties should
be used as a bench m a rk in the
setting of va ri able tax rates fo r
mu l t i - residential, commerc i a l
and industrial classes of pro p-
e rt y. For ex a m p l e, commerc i a l
would be taxed at 140 - 460 per
cent of the residential rat e. Th i s
would bring tax rates among the
p ro p e rty classes closer toge t h e r.

In terms of mu l t i - residential pro p e rties, it wa s
re c og n i zed that the rate can by five times
higher than single-fa m i ly residential, but the
sub-panel suggested that it should be left up to
the municipality to set the actual rat e s .

The education sub panel recommended that
a substantial increase in the share of educa-
tion funding be provided by the prov i n c e,
wh i ch logi c a l ly would mean less reliance on
residential pro p e rty taxe s .

Municipal and Prov i n c i a l
R e s p o n s i b i l i t i e s
In mid Ja nu a ry, the Province made a series of
announcements concerning the disentangle-
ment of local and provincial re s p o n s i b i l i t i e s
and media cove rage has been intense. Wh i l e
some of the Crombie panel re c o m m e n d at i o n s
we re fo l l owe d, others we re ch a n ge d. Support
has been mixe d. 

A critical re fo rm for education will be the
re m oval of this component from re s i d e n t i a l
p ro p e rty taxes. Provincial grants will rep l a c e
this source of reve nu e. If one fo l l ows this
line of argument, then it makes sense to
e l i m i n ate education development ch a rge s
wh i ch bu ye rs of new homes pay for sch o o l
c apital costs.

In re t u rn, municipalities take on gre at e r
fiscal responsibility for we l fa re and long
t e rm care, as well as all the costs of social
h o u s i n g, water and sewer wo rks, libra ry
m a n agement, local policing, public health
p rograms, municipal transit and airp o rts, GO
t ransit and provincial highways and fe rri e s
t h at pri m a ri ly serve local needs.

It is clear that, from a gross ledger pers p e c-
t ive, the shifting of costs should be fa i r, bu t
t h e re will be diffe rential impacts. The diffe r-
ence between the 905 and 416 area codes
comes to mind. Th e re has been mu ch deb at e
on whether municipalities are in a position to
assume a gre ater share in we l fa re and other
social service costs.

Tenant Protection Act
On November 21, Minister of Municipal
A ffa i rs and Housing Al Leach intro d u c e d
The Tenant Protection Act, 1996. It is
expected that the Standing Committee hear-
ings will begin in March because of the
extended season for the House. Landlord
groups continue to have concerns with the
manner in wh i ch the va c a n cy decontrol pro-
visions are being put fo r wa rd. Market re n t
can be set upon turn over of a unit but once
the unit is occupied, at wh at ever level —
l ower or higher — the rent increase guide-
lines will once again ap p ly.

To help reduce the back l og in the courts, the
O n t a rio Rental Housing Tri bunal is being
p roposed to adjudicate landlord and tenant
disputes. The Minister hopes to encourage
p rivate rental supply through these and other
l egi s l at ive amendments wh i ch will be con-
s i d e red by the Prov i n c e.

O n t a rio Building Code
Most of the ch a n ges are editorial and ensure
c o n s i s t e n cy with the model Nat i o n a l
Building Code of Canada and the rest of the
OBC. A notewo rt hy ch a n ge is a “roll back ”
of thermal insulation re q u i rements to 1986
l evels to make new housing more affo rd abl e
to fi rst time bu ye rs. A basic energy lab e l l i n g
system is also being proposed wh i ch could

i n c rease the insulation level. Th e
p u blic comments are going to a
gove rnment code committee fo r
rev i ew.

C o n s u l t ation on
R e fo rming Env i ro n m e n t
and Energy Reg u l at i o n s
The Ministry of Env i ronment and
E n e rgy re c e ived more than 300
responses to its paper on re fo rm
of 80 reg u l ations. The new
M i n i s t e r, Norm Sterl i n g, now has
responsibility for implementing
these re fo rms wh i ch will, among
other things, reduce red tap e.

A potential conflict is brewing,
however. Eva Ligeti,

Environmental Commissioner for Ontario
with responsibility for the Environmental
Bill of Rights, has written that the newly
proposed laws and policies “seem at odds
with the public’s growing appreciation of
the necessity of integrating environmental,
social, economic and scientific factors in
decision making. The EBR recognizes this
requirement and requires that government
honour it when it makes decisions that
affect environmental quality. It is my job to
insist that this requirement is honoured.”

D evelopment Charges Act
I n t roduced into the Ontario Legi s l at u re on
N ovember 25th, again by the Hone. Al Leach ,
the proposed ch a n ges to the Deve l o p m e n t
C h a rges Act (DCA) have sparked controve rs y
a n d, for a short peri o d, Mississauga fro ze
d evelopment ap p rovals. The ch a n ges will
b ring gre ater fa i rness to the way services fo r
n ew growth are financed and bring gre at e r
a c c o u n t ability into municipal decision-
making by re q u i ring municipalities to
c o n t ri bute between 10 and 30 per cent of the
cost of eligi ble services. Mat e rials released by
the Ministry state that “new residents should
not be expected to pay for the entire cost of
n ew facilities as well as contri bu t i n g, thro u g h
their pro p e rty taxes, towa rd the cost of ex i s t-
ing facilities or their re n ewa l .”

Costs will be contained by re s t ricting the
types of eligi ble services funded thro u g h
d evelopment ch a rges. For ex a m p l e, mu n i c i-
palities will no longer be able to impose
d evelopment ch a rges for tourist or entert a i n-
ment facilities, hospitals, city halls or
p a rkland acquisition. For more details see
the art i cle in this issue.


