
 Public Report 

To: Council in Committee of the Whole 

From: Beverly Hendry, Interim City Manager  
  

Report Number: CM-15-22 

Date of Report: October 25, 2015 

Date of Meeting: October 29, 2015 

Subject: Submission to Ministry of Municipal Affairs and Housing re 
Municipal Act, 2001 and Municipal Conflict of Interest Act 
Review 

File: A2318 

1.0 Purpose 

This report recommends a submission to the Ministry of Municipal Affairs and Housing in 
relation to its review of the Municipal Act and the Municipal Conflict of Interest Act. 

2.0 Recommendation 

It is recommended to City Council: 

1. That Council endorse the submission of Municipal Finance Officers’ Association of 
Ontario to the Ministry of Municipal Affairs and Housing (Attachment 2 to Report 
CM-15-22); 

2. That, subject to the comments in sections 5.3 and 5.4 of Report CM-15-22, Council 
endorse the submission of Association of Municipalities of Ontario to the Ministry of 
Municipal Affairs and Housing (Attachment 3 to Report CM-15-22); 

3. That Council recommend to the Province that the Municipal Conflict of Interest Act 
be amended such that a member of a municipal Council who makes a declaration 
respecting a matter may, in prescribed circumstances, be permitted by the Council 
to continue to participate in the discussion and any vote respecting the matter as 
outlined in section 5.4 of Report CM-15-22; 

4. That Council recommend to the Province that the Municipal Act and Ontario 
Regulation 333/07 be amended so that the Regulation applies to establish minimum 
standards for all municipal administrative monetary penalty systems and so that the 
certificate of default process established by the Regulation is available for the 
collection of non-parking administrative monetary penalties as outlined in section 
5.5 of Report CM-15-22; and 
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5. That a copy of Report CM-15-22, exclusive of its attachments, be sent to the 
Ministry of Municipal Affairs and Housing as Oshawa’s submission in response to 
the Ministry of Municipal Affairs and Housing’s review of the Municipal Act and the 
Municipal Conflict of Interest Act. 

3.0 Executive Summary 

The Ministry of Municipal Affairs and Housing seeks submissions in respect of its review of 
municipal legislation.  This report recommends endorsement of submissions made by 
Municipal Finance Officers’ Association of Ontario and, subject to certain comments, 
submissions by the Association of Municipalities of Ontario.  The report recommends an 
alternative approach to resolving perceived conflicts under the Municipal Conflict of 
Interest Act.  Finally, the report repeats a recommendation that was made by Council to 
the Ministry of the Attorney General earlier this year respecting municipal administrative 
monetary penalty systems. 

4.0 Input From Other Sources 

The Corporate Leadership Team was consulted. 

The Director, Municipal Law Enforcement and Licensing Services, was consulted 
respecting recommendation 4 and section 5.5 of this report. 

5.0 Analysis 

5.1 Background 

The Ministry of Municipal Affairs and Housing (“MMAH”) is reviewing three municipal 
statutes:  the Municipal Act, 2001, S.O. 2001, c. 25, as amended (“Municipal Act”), the City 
of Toronto Act, 2006, S.O. 2006, c. 11, Schedule A (“COTA”) and the Municipal Conflict of 
Interest Act, R.S.O 1990, c. M-50 (“MCIA”).  The province is required by legislation to 
review the Municipal Act and COTA every five years. It is including a review of MCIA at the 
same time.  MMAH advises that its review will focus on three main themes: 

1. Accountability and Transparency  
2. Municipal Financial Sustainability  
3. Responsive and Flexible Municipal Government. 

Attachment 1 is MMAH’s Municipal Legislation Review Public Consultation and 
Discussion Guide. 

5.2 Municipal Finance Officers’ Association of Ontario Submission 

Attachment 2 is the October, 2015 submission of Municipal Finance Officers’ Association 
of Ontario (“MFOA”).  The City’s Treasurer has reviewed the MFOA submission and 
advises that the eight specific recommendations proposed by MFOA should be endorsed 
by the City and strongly considered by the Province.  Municipalities are currently 
challenged by the ability to generate additional revenue streams to support operations and 
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the more critical need to renew and/or replace infrastructure.  Adoption of the MFOA 
recommendations in part or in whole could assist in relieving this pressure.  

The recommendation potentially most impactful for the City is “That the current “Heads and 
Beds” rate of $75 be phased-in to $140 beginning in 2016 and reset every 5 years with 
each review of the Municipal Act, reflecting inflation in the Ontario consumer price index.”  
Based on the current capacity statistics for the Oshawa’s post-secondary educational 
institutions and Lakeridge Health, the City could realize approximately $650,000 per year 
in additional revenue once the rate is fully phased-in to $140 from the current rate of $75. 
 
The City’s draft Financial Strategy is aligned with this recommendation as it recognizes the 
need to lobby the Province to increase the rate of heads and beds payments-in-lieu of 
taxes.  This will move us toward our specific goal of diversifying and expanding upon 
revenue streams. 

5.3 Association of Municipalities of Ontario Submission 

Attachment 3 is the September 8, 2015 submission of Association of Municipalities of 
Ontario (“AMO”).  AMO’s recommendations include the following (references are to 
Attachment 3): 

1. That the Municipal Act be amended to provide municipalities with broader taxing 
authority (pp3-4); 

2. That the Municipal Act be amended to have a better definition of “meeting” (pp4-6); 

3. That a prudent investment standard be applied to One Investment Program, which 
would enable that pooled investment authority to provide its participants with greater 
diversification (p6); 

4. That the Municipal Act include a provision to provide parental leave for Mayors and 
members of Councils by cross-referencing parental leave legislation (p6); and 

5. That the Municipal Act be amended to permit a Council to establish a policy, if it 
chooses, on when participation at its meetings, committee and local board 
meetings, including accessibility advisory committee meetings might be conducted 
by using telephone or video conferencing (pp6-7). 

These submissions are worthy of Council’s endorsement.  Without limitation, AMO’s 
recommendation to amend the Municipal Act to provide municipalities with broader taxing 
authority is consistent with the recommendations in the MFOA submission (Attachment 2) 
and with the earlier June 3, 2015 resolution of Oakville Council (Attachment 4).  On June 
29, 2015, Oshawa Council referred the Oakville resolution to the City Manager for a report 
concerning implications.  It is the writers’ view that the analyses by MFOA (Attachment 2) 
and AMO (Attachment 3) address the implications of the Oakville resolution, are supportive 
of it and provide ample support for Council’s endorsement of the submission to provide 
municipalities with broader taxing authority. 
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5.4 Municipal Conflict of Interest Act 

Appendix “A” to AMO’s submission (Attachment 3) provides an excellent overview of the 
existing accountability framework established by the Municipal Act and the MCIA.  Pages 8 
and 9 of the AMO Submission outline 4 desired outcomes of MMAH’s review of the 
accountability framework followed by 10 specific recommendations.  Subject to the 
comments which follow, AMO’s submissions on the MCIA accountability framework are 
worthy of Council’s endorsement. 

AMO’s first 3 specific recommendations on page 8 of its submission outline problems with 
the MCIA including that: 

• the “existing municipal accountability framework is confusing”; 

• the “MCIA is overly legalistic and it is difficult to understand, particularly by elected 
officials who bear personal responsibility for complying with the Act” 

• the “term ‘pecuniary interest’ is an outdated term”; and that 

• the “MCIA is rather draconian and the penalties are too severe.” 

AMO’s recommendations include several broad goals for amendments to the MCIA: 

• The MCIA “needs to be structured in a way that allows elected officials to 
understand their obligations and to conduct themselves in a way that complies with 
those obligations”. 

• The “MCIA should be updated to incorporate modern language and overarching 
principles of ethics and integrity”. 

• The MCIA “should be amended to provide for a broader range of penalties. 
Removal from office should be reserved for the most egregious conduct.” 

Respecting investigations and penalties, AMO specifically recommends that: 

• an “appointed municipal integrity commissioner should be able to investigate 
complaints related to conflict of interest matters under the Municipal Conflict of 
Interest Act, with the authority to impose penalties”; 

• the “provincial integrity commissioner could act as a default investigator for those 
municipalities that do not appoint their own” integrity commissioner”; 

• where an integrity commissioner has the ability to remove someone from office for 
an offence under the MCIA, there should be a process for judicial review”; 

• an “accountability framework should give clear authority and set out safeguards to 
prevent and to address frivolous and vexatious complaints”; and that 
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• “Certainty and affordability are key values in any process, including conflicts of 
interest.” 

These recommendations are worthy of consideration by MMAH.  However, they may not 
go far enough to address the fundamental flaws in the MCIA’s framework: 

• The MCIA requires a member of Council to correctly answer a difficult legal 
question:  whether a matter involves a direct or indirect pecuniary interest of the 
member or certain of the member’s relatives and, if so, whether any of the 
exceptions or exemptions under the MCIA may apply.  The question can arise with 
very little notice including respecting matters that are added to an agenda at the 
very meeting for which the question must be correctly answered. 

• Members of a municipal council are understandably cautious and may err on the 
side of withdrawing from the discussion and votes on matters where the answer to 
the legal question is not immediately apparent, given the difficulty of the question 
and the penalties for a wrong answer. 

• A municipal council is the level of government that is closest to the citizens it 
serves.  By design, its members will have relationships with the municipality’s 
citizens and their issues.  That proximity is the essence of municipal government.  It 
is unfortunate, therefore, that the MCIA framework requires withdrawal from 
discussion and voting as the only means of addressing a (perceived) conflict of 
interest. 

One of AMO’s recommendations is that members of a Council “should have access to a 
person who is able to provide them with advice on potential conflicts of interest and they 
should be able to rely on that advice”.  AMO’s recommendation is sensible to the extent 
that a member may reasonably wish advice respecting the legal question that the MCIA 
requires the member to correctly answer.  However, private advice is likely impracticable to 
the extent that matters arise on meeting agendas with little or no notice and there may not 
be an opportunity for such advice.  In any event, relatively few of Ontario’s 444 
municipalities are likely able to afford or even access such a resource. 

Further, there is a disincentive for a member of a Council to seek such advice if the 
member wishes privacy.  On December 11, 2014, Bill 8, the Public Sector and MPP 
Accountability and Transparency Act, was enacted as S.O. 2014, c. 13 (“Bill 8”).  It 
enacted a new Act and amended a series of Acts including several that relate to 
municipalities which will be in effect on January 1, 2016.  Bill 8 expands the Ontario 
Ombudsman’s powers into the affairs of Ontario municipalities including by empowering 
the Ontario Ombudsman to investigate decisions and recommendations made in the 
course of the administration of the municipality.  Accordingly, any discussion between an 
individual member of Council and her or his adviser could be subject to an investigation by 
the provincial Ombudsman. 

However, the key point is that private advice is inconsistent with transparent government.  
For more than a decade, there has been significant focus on transparency as a means of 
fostering accountability.   For example, open meeting requirements were bolstered by the 
establishment of a process for closed meetings investigations by an ombudsman.  
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Increasingly, municipalities are web streaming their meetings, archiving those web 
streamed meetings and publishing their meeting agendas online.  Accordingly, AMO’s 
recommendation is inconsistent with transparency to the extent that, at least initially, 
citizens would be denied particulars of the advice that results in a member of their Council 
continuing in or withdrawing from the discussion and the vote respecting a matter. 

In any event, withdrawal from discussion and voting as the only option in all circumstances 
of a perceived conflict of interest may itself be impairing the effectiveness of municipal 
government.  Rather, consideration should be given to establishing a framework that 
reconciles transparency, certainty, affordability and proportionality with the very purpose 
for which municipal government exists.  Any framework must recognize that municipal 
government is, by design, the level of government that is closest to the citizens it serves 
and should, therefore, encourage to the fullest extent the participation of its members.  

The MCIA should be amended such that a member of a Council who makes a declaration 
respecting a matter may, in certain circumstances, be permitted by the Council to continue 
to participate in the discussion and any vote respecting the matter.  Following is an initial 
outline for consideration: 

• A “prohibited” list of matters should be established for which the opportunity to 
participate should not be available.  The prohibited matters should be objectively 
measurable and representative of clear conflicts including, for example, matters 
involving: 

 the acquisition or disposition of an interest in the member’s land or personal 
property; 

 land that is within a prescribed distance (eg., 120m) of land in which the 
member has an interest; 

 a contract for services with the member; 

 the employment of a member; and 

 the appointment of a member. 

• The prohibited list should also apply to matters involving those in a reasonably close 
(and measurable) relationship to the member including, for example, the member’s 
spouse, parent, sibling, child or a corporation in which the member has a controlling 
interest. 

• The member would continue to be obliged to make a declaration in the usual 
course.  However, where the declaration involves a matter that is not on the 
prohibited list, the member should have the option to make a request of the Council 
for permission to continue to participate in the discussion and any vote respecting 
the matter. 

• The member’s request and Council’s consideration of it should be in open session. 
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• Where permission is granted by the Council, the member should be immune from 
any penalty or claim to the extent of the declaration thereby encouraging a fulsome 
declaration. 

• Similarly, the Council’s decision should be final and not subject to review. 

• The municipality should maintain a publicly available list of declarations made 
during the term of the Council.  For example, the list could be appended to each 
meeting agenda for reference in the event that a new matter arises for which a past 
declaration could be referenced by the member. 

• Perhaps on a trial basis, the option should only be available to municipal Councils 
comprised of a minimum number of members. 

5.5 Municipal Administrative Monetary Penalty Systems 

Since 2008, Oshawa has established municipal administrative monetary penalty (“AMP”) 
systems for parking and for licensing pursuant to the express authority under the Municipal 
Act.  Oshawa has also established AMP systems for various Municipal Act by-laws 
pursuant to its broad authority under the Municipal Act including Boulevard, Carbon 
Monoxide Alarm, City Trees, Fence and Sight Triangle, Licensing, Lot Maintenance, No 
Smoking, Noise, Nuisance, Open Air Burning, Responsible Pet Ownership, Snow and Ice 
Removal and Waste Collection. 

The hearings component of Oshawa’s AMP systems is established by Oshawa’s 2008 
Hearings Officer By-law. 

In 2014, Oshawa’s Council also passed an Enforcement By-law which codified 
enforcement practices and standards. 

Ontario Regulation 333/07 (“Regulation”) establishes minimum standards for parking AMP 
systems pursuant to s. 102.1 of the Municipal Act.   However, most of the Regulation’s 
standards are relevant for any AMP system and have, in fact, informed the drafting of all of 
Oshawa’s AMP systems. 

It is recommended that the Municipal Act and the Regulation be amended to establish the 
Regulation as the standard for all municipal administrative penalty systems.  The principal 
benefit would be mitigation of the risk that a rogue municipality would otherwise establish a 
substandard non-parking AMP system.  However, an important secondary benefit would 
be the availability of the certificate of default process contemplated by section 9 of the 
Regulation for the collection of non-parking AMPs. 

A municipality may, within two years, file a certificate of default for the collection of a 
parking AMP.  When filed, the certificate is deemed to be a court order and may be 
enforced as such.  The costs of obtaining and enforcing the deemed order are added to 
and collected under the order.  One certificate of default may cover two or more parking 
AMPs imposed on the same person.   
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The vehicle plate denial process is the principal collection tool for parking AMP systems.  
The collection of licensing AMPs is aided by the fact that payment of outstanding AMPs 
would generally be a condition of obtaining and continuing to hold a licence.  However, this 
condition is not helpful if a person no longer remains within a licensing system (which is 
sometimes the case for non-compliant licensees who have accumulated a series of 
licensing AMPs).  Accordingly, for AMP debtors who are no longer within a municipal 
licensing system and for all non-licensing, non-parking municipal AMPs, the only means of 
enforcing the obligation to pay is to commence a Small Claims Court proceeding. 

A principal purpose of municipal AMP systems is to more efficiently allocate judicial and 
other resources by de-streaming matters from the Ontario Court of Justice.  It is, therefore, 
ironic that this can only be done by consuming the resources of the Small Claims Court (a 
branch of the Superior Court of Justice) at the collections stage, particularly where the 
AMP will already have been confirmed pursuant to the process established by the AMP 
system.  Upon confirmation, the status of an AMP as a debt owed to the municipality 
should be beyond doubt.  Accordingly, the certificate of default process that is currently 
available for the collection of parking AMPs pursuant to the Regulation should be available 
for the collection of all confirmed AMPs. 

The current inability to efficiently collect non-parking AMPs is a significant disincentive for 
municipalities to consider any non-parking AMP system.  Addressing this obstacle – in the 
manner proposed or otherwise - may result in a greater number of municipalities 
voluntarily and responsibly implementing a greater number of AMP systems. 

Recommendation 4 of this report and the analysis in this section 5.5 are consistent with 
Oshawa’s April 27, 2015 submission to the Ministry of the Attorney General (CM-15-11) in 
response to its consultation, “Exploring an online Administrative Monetary Penalty System 
for infractions of provincial statutes and municipal bylaws in Ontario”. 

6.0 Financial Implications 

There are no immediate financial implications related to the recommendations in this 
report. 

7.0 Relationship to the Oshawa Strategic Plan 

The recommendations in this report are consistent with the goals of Economic Prosperity, 
Financial Stewardship and Accountable Leadership. 

David J. Potts, City Solicitor  
 

Beverly Hendry, Interim City Manager  
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CHAPTER 1: INTRODUCTION 
Municipalities are the government level closest to people in communities. They provide front-
line services like public transportation, garbage collection, and recreation facilities. They also 
deal with other local issues like fixing local roads and collecting property taxes. 

All Ontarians want strong, vibrant communities where they can live, work and raise families. 
That means Ontario municipalities need to be financially sustainable, open and accountable. 
That’s why we want to ensure they are using, and have in place, the tools and powers to make 
that happen. 

WHAT IS BEING REVIEWED?
Ontario is reviewing three key elements of Ontario’s municipal legislative framework: the 
Municipal Act, the City of Toronto Act, and the Municipal Conflict of Interest Act.  

The government is required by legislation to review the Municipal Act and City of Toronto 
Act every five years. The government is reviewing these Acts at the same time, along with the 
Municipal Conflict of Interest Act.

We want to hear from municipalities, organizations, elected officials, experts, and Ontarians 
in every part of the province about how this legislation might be improved.  We are 
interested in all suggestions. Based on what we’ve heard to date from members of the public, 
municipalities and other interested groups, there are three main themes that this review will 
focus on:

1. Accountability and Transparency; 
2. Municipal Financial Sustainability; and 
3. Responsive and Flexible Municipal Government.

This discussion guide is your chance to have your say about these themes and to share your 
ideas on these important pieces of legislation.  

MUNICIPALITIES IN ONTARIO
There are 444 municipalities in Ontario, ranging from large urban centres to small, rural towns 
with very small populations. Many factors, such as whether a municipality is part of a county 
or regional government, can influence how a municipality is governed and how it delivers 
services.  

In Northern Ontario, most of the population lives in municipalities, but most of the land mass 
is “unorganized territory” – areas of the province without municipal organization. In some of 
these areas, local services boards and local roads boards deliver basic community services to 
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residents. Because of this diversity, the needs, priorities and capacity of municipalities in the 
province can vary widely. 

The Municipal Act and the City of Toronto Act (for Toronto) provide the primary legislative 
framework, setting out the roles, responsibilities and powers for Ontario’s municipalities. 
However, municipalities also get their responsibilities and powers from over 100 provincial 
acts, such as: the Highway Traffic Act, the Police Services Act, the Ambulance Act and the 
Ontario Heritage Act.

MUNICIPAL LEGISLATION REVIEW: GOALS
We want to ensure our local governments remain strong and financially-sustainable, and that 
they have the tools to be flexible, responsive and accountable to the people they serve. 

While the government’s view is that these pieces of legislation are generally working well, 
the government regularly receives suggestions for improvement from municipalities, 
stakeholders, and the public. The Ministry of Municipal Affairs and Housing (MMAH) will 
consider all suggestions for change as part of this review. Issues raised that are outside the 
scope of this review or outside the scope of the ministry will be shared with the appropriate 
area of the provincial government for future consideration.

WAYS TO GET INVOLVED
We want to hear your concerns and suggested solutions on the Municipal Act, the City of 
Toronto Act and the Municipal Conflict of Interest Act. We want to hear what is working, what 
could work better, and your innovative ideas for addressing challenges together.

There are a number of ways to share your feedback:

Online Discussion Guide: access this discussion guide online at ontario.ca/
provincialmunicipalreview and complete the discussion questions on one or more themes.

E-mail: e-mail your suggestions for changes to the legislation, or any other comments or 
questions you may have about the reviews, to municipalreview@ontario.ca.

Mail: send a written submission with your suggestions for changes to the legislation, or any 
other comments to:

Municipal Legislation Review
Ministry of Municipal Affairs and Housing
Local Government Policy Branch
777 Bay Street, 13th Floor, Toronto, ON M5G 2E5

CHAPTER 1: INTRODUCTION 

http://www.ontario.ca/provincialmunicipalreview
http://www.ontario.ca/provincialmunicipalreview
mailto:municipalreview%40ontario.ca?subject=
http://www.ontario.ca/municipalelections
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USER INFORMATION
To help us make the most effective use of your comments, please consider identifying 
your municipality or, if you prefer, your geographic region of the province (for example, 
southwestern Ontario) or whether you live in a rural or urban area.

If you are providing comments on behalf of an organization, please provide its name. If you 
are providing comments on behalf of a municipality, please provide its name and indicate 
whether the submission has been endorsed by a council resolution.

Your responses may be used for the purposes of the ministry’s consultation process.  Please 
note the ministry may summarize and share them, including with other ministries and the 
public.  Names of organizations and persons who indicate an affiliation may also be shared.  

Please do not provide any additional personal or identifying information such as opinions 
about individuals or names and addresses as part of your response.

CHAPTER 1: INTRODUCTION 
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CHAPTER 2: OVERVIEW OF THE ACTS

MUNICIPAL ACT OVERVIEW
The Municipal Act gives municipalities a variety of powers, both broad and specific, so that 
they can govern, deliver services, and effectively serve their residents. 

The current act came into force in 2003, and the last review was completed in 2006.

Part 1 (General – ontario.ca/cafy) includes the purposes of municipalities, key definitions, 
and general provisions. It requires the Ministry of Municipal Affairs and Housing to initiate a 
review of the act every five years. Part 1 also commits to ongoing consultation between the 
province and municipalities through the memorandum of understanding (MOU) between the 
province and the Association of Municipalities of Ontario (AMO).

Part 2 (General Municipal Powers – ontario.ca/cafz) establishes key municipal powers, 
including natural person powers and broad powers. Natural person powers allow 
municipalities to act like an individual or a corporation. For example, they can enter into a 
contract or hire staff. Broad powers provide municipalities with authority to pass bylaws in a 
wide range of areas, subject to certain limits, including:

•	 Governance structure of the municipality and its local boards
•	 Financial management of the municipality and its local boards
•	 Economic, social and environmental well-being of the municipality
•	 Health, safety and well-being of persons

Part 2 also sets out how municipalities can delegate municipal powers to local bodies, such 
as advisory committees or community councils, to assist with local decision-making. The act 
establishes rules such as what powers can and cannot be delegated. 

Part 3 (Specific Municipal Powers – ontario.ca/caf1) provides specific rules and provisions for 
certain municipal powers (some of which are affected by other ministries’ legislation). For 
example, there are specific provisions in Part 3 for: 

•	 Highways 
•	 Transportation
•	 Waste Management
•	 Public Utilities 
•	 Culture, Parks, Recreation and Heritage
•	 Drainage and Flood Control
•	 Parking 
•	 Economic Development
•	 Closing of Business Establishments 
•	 Health and Safety 

http://www.ontario.ca/laws/statute/01m25#BK0
http://www.ontario.ca/laws/statute/01m25#BK10
http://www.ontario.ca/laws/statute/01m25#BK39
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•	 Natural Environment 
•	 Animals 
•	 Structures, including fences and signs 

Part 4 (Licenses – ontario.ca/caf3) sets out business licensing powers of municipalities (for 
example, concerning tow trucks, taxis). This part also gives the municipality authority to 
require a person to pay an administrative penalty to the municipality if they fail to comply 
with any part of a licensing system. 

Part 5 (Municipal Reorganization – ontario.ca/caf4) deals generally with municipal 
restructuring (annexations, amalgamations, etc.) and other kinds of organizational changes 
at the local level. This includes changing municipal names, transferring powers between 
tiers, establishing municipal corporations and municipal service boards, and establishing or 
changing wards. Part 5 also includes provisions respecting municipal changes to certain local 
boards and respecting business improvement areas.   

Part 5.1 (Accountability and Transparency – ontario.ca/caf5) includes provisions about 
establishing codes of conduct for members of municipal council and many of their local 
boards. Municipalities may also choose to appoint local integrity officers: an Integrity 
Commissioner, Ombudsman, Lobbyist Registrar and Auditor General. For more information on 
accountability and transparency provisions of the Municipal Act and the City of Toronto Act 
and to share feedback, please see Chapter 3 of this Guide.

Part 6 (Practices and Procedures – ontario.ca/caf6) sets out roles, responsibilities, rules 
and processes for municipal councils and key staff members including the clerk and chief 
administrative officer (CAO). Part 6 includes rules about the conduct of council and local 
board meetings and the public’s right to attend them. Most council and local board meetings 
are required to be open to the public (with certain allowed exceptions).  Part 6 also has 
requirements on quorum, council member eligibility and vacancies from office, and records 
retention. Under Part 6, municipalities are required to have policies on certain matters, 
including the sale and other disposition of land, hiring employees, procurement of goods and 
services and public notice. 

Parts 7-13 (along with Part 3 sections 106-110, and other sections – ontario.ca/caf7) contain 
many of the rules and procedures for financial and administrative matters such as budgeting, 
financial reporting, fees and charges, debt and investment, and the administration and 
collection of property taxes, For more information on financial and administrative provisions 
of the Municipal Act and the City of Toronto Act, and to share feedback, please see Chapter 4.

Part 14 (ontario.ca/caf8) deals with enforcement of municipal bylaws, including offences 
and penalties, powers of entry, general enforcement powers, municipal orders and remedial 
actions, and court orders to close premises. Part 14 includes provisions on establishing a 
system of fines for offences for contravening a bylaw, with rules on minimum and maximum 
fine amounts, and rules concerning special fines.

CHAPTER 2: OVERVIEW OF THE ACTS

http://www.ontario.ca/laws/statute/01m25#BK163
http://www.ontario.ca/laws/statute/01m25#BK180
http://www.ontario.ca/laws/statute/01m25#BK241
http://www.ontario.ca/laws/statute/01m25#BK266
http://www.ontario.ca/laws/statute/01m25#BK345
http://www.ontario.ca/laws/statute/01m25#BK500
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Parts 15-18 (ontario.ca/caf8) contain municipality-specific, technical, transitional, and 
miscellaneous provisions, including provisions on regulations and municipal liability. 

CITY OF TORONTO ACT OVERVIEW
The City of Toronto Act is the counterpart legislation to the Municipal Act (which applies to 
all other municipalities in Ontario) for the City of Toronto (ontario.ca/cagb). It creates the 
legal framework for the roles, responsibilities and powers for the City of Toronto and its local 
bodies, such as city boards or committees. 

The City of Toronto Act is similar to the Municipal Act, but there are some particular 
differences that recognize Toronto’s status as Ontario’s largest municipality. These include: 

1) The City of Toronto has broad authority to levy taxes in addition to property taxes, 
beyond those available to other Ontario municipalities. The City’s authority in this 
area is subject to specific limitations. For example, the City may not put in place taxes 
on personal or corporate income, gasoline or sales taxes. 

2) The City of Toronto is required to have a Code of Conduct for council and members of 
certain local boards, as well as an Integrity Commissioner, City Ombudsman, Auditor 
General and a Lobbyist Registry. In other municipalities, appointing these officers is 
optional. 

3) The City of Toronto has specific authority to require and govern the construction of 
green roofs.

4) The City of Toronto’s long-term debt is not subject to a provincial Annual Repayment 
Limit, in recognition of the City’s internal capacity to determine its own appropriate 
level of debt.     

5) The City of Toronto’s wholly-owned land development corporation, Build Toronto, has 
special powers to incorporate corporations.

The City of Toronto Act came into force in 2007, and the last review took place in 2009. 

MUNICIPAL CONFLICT OF INTEREST ACT OVERVIEW
The Municipal Conflict of Interest Act (last substantially amended in 1983) sets out rules 
to help ensure that municipal council members and members of local boards (including 
school boards and police services boards) do not participate at meetings when their council, 
committee or local board considers a matter in which the members have a pecuniary (i.e. 
financial) interest (ontario.ca/cagc). 

For more information on conflict of interest rules for municipalities, and to share feedback, 
please see Chapter 3 of this Guide.

CHAPTER 2: OVERVIEW OF THE ACTS

http://www.ontario.ca/laws/statute/01m25#BK539
http://www.ontario.ca/laws/statute/06c11
http://www.ontario.ca/laws/statute/90m50


MUNICIPAL LEGISLATION REVIEW  | PUBLIC CONSULTATION DISCUSSION GUIDE 7

CHAPTER 2: OVERVIEW OF THE ACTS

CHAPTER 3: ACCOUNTABILITY AND TRANSPARENCY
In response to what we have heard from municipalities, the public, and experts, we have 
made Accountability and Transparency a theme of this review. This chapter of the Discussion 
Guide outlines the accountability and transparency requirements for municipalities and the 
tools they have to deliver them. We invite you to provide your feedback on accountability and 
transparency by answering the questions at the end of this chapter.

The Municipal Conflict of Interest Act sets out some rules for municipal council and local 
board members that are enforced through the courts. Other accountability and transparency-
related rules set out in law include requirements under the Municipal Act and City of Toronto 
Act, such as open meeting requirements.

In 2014, the province passed the Public Sector and MPP Accountability and Transparency Act. 
Schedule 9 of the Bill, when proclaimed into force on January 1, 2016, will extend the role 
of the Ontario Ombudsman to include all municipalities. The intent is to ensure that every 
Ontarian has access to an ombudsman.

We want to examine the accountability and transparency requirements for municipalities, 
and the tools for locally-determined integrity frameworks, to ensure they provide a greater 
benefit and meet the changing needs of municipalities and the public. In this review we want 
to consider:

•	 Codes of conduct
•	 Integrity officers
•	 Conflicts of interest
•	 Open meetings

CODES OF CONDUCT
Some municipalities have codes of conduct for members of council and local boards. 
They may also have other procedures, rules and policies governing the ethical behaviour 
of those members. It is generally up to a municipality to determine the content of its 
code of conduct (if it chooses to have one)– for example, a general set of principles, or a 
more detailed set of rules on specific issues.  Because of this, codes of conduct vary from 
municipality to municipality. Some common issues that codes of conduct address include 
use of municipal resources, gifts and benefits and conduct at council meetings. As of 2014, 
many large municipalities have adopted a code of conduct, but most medium sized or small 
municipalities have not.

It is up to a municipality to determine the complaints process for codes of conduct and many 
of the rules around its enforcement. Municipalities also have authority to appoint an integrity 
commissioner to investigate complaints related to the code, though not every municipality 
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with a code of conduct also has an integrity commissioner. There are two penalties available 
to council for code of conduct contraventions: a reprimand or a suspension of the member’s 
pay for up to 90 days. 

For more information on municipal codes of conduct, please see section 223.2 of the 
Municipal Act (ontario.ca/cage)  and section 157 of the City of Toronto Act (ontario.ca/cagd).

Some municipalities have also developed a code of conduct for municipal staff. 

Similar to municipal codes of conduct, codes of conduct for school board trustees are 
developed by the school board and reflect the norms of behaviour that trustees agree to 
uphold and respect. Like other codes of conduct, school board codes might cover such 
matters as acting with integrity, guarding against conflict of interest, complying with 
legislation, maintaining confidentiality, and respecting the decision-making authority of the 
board.

DISCUSSION
•	 Do you know whether your municipality or school board has a code of conduct? If so, 

does it seem to be working effectively?
•	 Do you think there should be a greater range of penalties for violating a code of 

conduct?
Share your feedback online

INTEGRITY OFFICERS
All municipalities may decide to appoint integrity officers, and Toronto must do so under 
the City of Toronto Act. The Municipal Act and the City of Toronto Act set out the general 
responsibilities and functions of the integrity officers, and each municipality determines their 
specific duties.

These integrity officers are:

•	 An Integrity Commissioner 
•	 A municipal Ombudsman
•	 An Auditor General
•	 A lobbyist registry (related officer is a lobbyist registrar)

If a municipality chooses to put one or more of these officers in place, it can help to increase 
accountability and transparency at the local level. 

CHAPTER 3: ACCOUNTABILITY AND TRANSPARENCY

http://www.ontario.ca/laws/statute/01m25#BK243
http://www.ontario.ca/laws/statute/06c11#BK202
http://www.mah.gov.on.ca/Page11147.aspx
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Integrity Commissioner

An Integrity Commissioner’s role is independent and his or her functions are assigned by 
council. The commissioner’s functions may include conducting inquiries about whether a 
member of council or a local board has contravened the code of conduct. 

If the Integrity Commissioner reports that a member of the council or local board has 
contravened the code of conduct, the municipality may impose a penalty in the form of 
a reprimand or a suspension of pay for a period of up to 90 days. The commissioner, who 
reports to council, may also be tasked with looking at how members of council have applied 
procedures, rules and policies of the municipality or local board governing the ethical 
behaviour of members of council and local boards. Some municipalities have also assigned 
their commissioner with other functions such as providing advice and/or education and 
training on ethical matters to members of council. 

Municipal Ombudsman

A municipal Ombudsman investigates acts, decisions, and recommendations made in the 
course of the administration of a municipality. A municipal Ombudsman also does this for 
local boards or certain municipal corporations as specified by the municipality. Toronto is 
currently the only municipality in Ontario to have an Ombudsman, which it is required to 
have under the City of Toronto Act. The current Toronto Ombudsman describes her role as “an 
impartial investigator of residents’ complaints about the administration of city government”.

Auditor General

An Auditor General may assist council in holding itself and municipal administrators 
accountable for the quality of stewardship over public funds and achieving value for money 
in municipal operations. An Auditor General must perform his or her duties in an independent 
manner. 

Lobbyist Registrar and Registry

The Municipal Act authorizes a municipality to establish a public Registry for lobbyists, 
establish a code of conduct for lobbyists and prohibit former public office holders from 
lobbying for a designated time period.

DISCUSSION
•	 Are there gaps in the current municipal accountability and transparency system?
•	 What kinds of tools would support greater accountability and transparency in local 

government?
Share your feedback online

http://www.mah.gov.on.ca/Page11147.aspx
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CONFLICTS OF INTEREST
Local members (including councillors and members of local boards) have legal and ethical 
duties to consider in relation to conflict of interest. Some of these are found in the Municipal 
Conflict of Interest Act, but other related rules or codes may also apply to local members (for 
example, in a local code of conduct for councillors). 

The Municipal Conflict of Interest Act sets out ethical rules for council and local board 
members if they have certain pecuniary (financial) interests in a matter that is before their 
council or board at a meeting. For example, a member might have to declare a pecuniary 
interest if they own land or a property that is likely to be affected by a council/board decision.

The Municipal Conflict of Interest Act generally requires a local member with a financial 
interest in a matter that is before their council or board at a meeting to:

•	 disclose the interest before the matter is considered at the meeting;
•	 not take part in the discussion or voting on the matter;
•	 not attempt to influence the voting before, during, or after the meeting; and
•	 immediately leave the meeting, if the meeting is closed to the public.

As with any legal matter, local members may seek legal advice if they wish to.

The declaration of the member’s interest is recorded in the meeting’s record (minutes). The 
public may use meeting records to assist in finding out whether a member declared an 
interest on a matter.

The Municipal Conflict of Interest Act includes some exceptions.  For example, a member 
would not need to declare a pecuniary interest for an interest in common with electors 
generally. A proposed property tax increase affecting all property owners in the municipality 
might be an example of an interest in common with electors generally.

The courts decide whether or not a contravention of the Municipal Conflict of Interest Act 
has taken place. Any elector in the municipality may apply to a court if he or she feels that a 
municipal councillor or local board member has violated conflict of interest rules. 

If the judge finds that there is a contravention of the Municipal Conflict of Interest Act, the 
judge must remove the member, unless the judge also finds that the contravention was 
because of the member’s inadvertence or error of judgement.

A judge may also find that other penalties for contravention of the Municipal Conflict of 
Interest Act apply. These include:

•	 restitution (i.e. reimbursement of a person who suffered the loss where the 
contravention resulted in personal financial gain); or

CHAPTER 3: ACCOUNTABILITY AND TRANSPARENCY
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•	 disqualification from office for up to seven years (which a judge may decide does not 
apply due to a member’s inadvertence or error of judgement).

For more information about the conflict of interest rules for municipalities, please see the 
Municipal Conflict of Interest Act (ontario.ca/cagc).

DISCUSSION
•	 How might conflict of interest rules be made clearer for municipal officials and the 

public? 
•	 Do you think the current rules prevent municipal councillors from participating in 

municipal decision making too often? Do you feel that your own councillor/board 
member (e.g. school trustee) has been able to represent your interests at meetings 
given these conflict of interest rules?

•	 Do you think municipal councillors need more support to comply with conflict 
of interest rules? For example, having a municipality make expert or legal advice 
available to them.

•	 How could public access to the decision-making process about conflicts of interest be 
improved?

•	 What do you think are the appropriate penalties for violating conflict of interest rules?
•	 Who should enforce municipal conflict of interest rules? 

 Share your feedback online

OPEN MEETINGS
Most municipal meetings must be open to the public. There are a limited number of 
reasons why meetings may be closed to the public. For example, meetings may be closed 
for discussion of matters that are before the courts, a pending purchase or sale of land, or 
personal matters about an identifiable individual.

A person may request an investigation of whether a meeting was properly closed to the 
public. The municipality may appoint an independent investigator who may report with 
recommendations to council. If the municipality does not appoint an investigator, the Ontario 
Ombudsman may investigate. 

For more information about open meetings requirements, please see section 239 of the 
Municipal Act (ontario.ca/cagh)and section 190 of the City of Toronto Act (ontario.ca/cagj). 
Some boards, such as police services, library and school boards have different rules about 
their meetings, which are found in other legislation. For example, please see ontario.ca/cagk.

http://www.ontario.ca/laws/statute/90m50
http://www.mah.gov.on.ca/Page11147.aspx
http://www.ontario.ca/laws/statute/01m25#BK289
http://www.ontario.ca/laws/statute/06c11#BK246
http://www.ontario.ca/laws/statute/90p15#BK55
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DISCUSSION
•	 Do you think there should be more options for municipal councils to use technology 

in holding meetings?  (e.g., internet video conferences?) Please provide examples.
•	 Do you think that the public has appropriate access to council meetings? How could 

municipal council meetings be more transparent? 
•	 Under what circumstances do you think it is appropriate for council to discuss 

matters in private? (e.g. personal information, security of the municipality)

Share your feedback online

In addition, we have some general questions regarding the current accountability and 
transparency framework for municipalities.

DISCUSSION
•	 Overall, what do you see as the province’s role in supporting municipal and local 

board accountability and transparency? What do you see as your municipality’s role?
•	 How effective are the accountability and transparency requirements in the Municipal 

Act, City of Toronto Act and Municipal Conflict of Interest Act?
•	 How might accountability and transparency rules be made clearer for municipal 

officials, board members and the public? 
Share your feedback online

CHAPTER 3: ACCOUNTABILITY AND TRANSPARENCY
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CHAPTER 4: MUNICIPAL FINANCIAL SUSTAINABILITY
We want to ensure our local governments remain strong and financially sustainable, and that 
they continue to be accountable, flexible and responsive to the people they serve. We invite 
your input on topics such as:

•	 How existing municipal financial tools can be used more effectively
•	 Whether municipalities have the necessary tools to effectively plan for, prioritize and 

fund their investments in infrastructure and spending on services
•	 What barriers municipalities may face in achieving long-term financial sustainability

WHAT IS MUNICIPAL FINANCIAL SUSTAINABILITY?
Municipal financial sustainability can be defined as the ability to match expenditures well 
with revenues – on both an operating and capital cost basis.

Municipalities are responsible for providing a range of services to Ontarians, including: 
fire, police, water, garbage, public health, and recreation programs. Municipalities are also 
responsible for maintaining and expanding public infrastructure, such as roads, bridges, water 
systems and their local public transit systems. In order to deliver on both responsibilities, 
municipalities must manage their finances effectively.

This chapter outlines financial management tools and processes contained in the relevant 
municipal legislation and used by municipalities in Ontario. We invite you to provide your 
feedback on this topic by answering the questions at the end of this chapter.

MUNICIPAL BUDGETS AND FINANCIAL REPORTING
Municipal governments are expected to deliver services and facilities in a way that is 
financially sustainable. 

The Municipal Act and the City of Toronto Act require municipalities to pass balanced 
operating budgets each year. While municipalities may borrow over the long term to fund 
capital expenditures, such as building a new bridge, or installing a new water main, they 
are generally not allowed to fund operating expenses, such as salaries and wages, fuel or 
contracted services through borrowing. This helps to ensure that municipalities pay for the 
expenses that they incur each year, while allowing them the flexibility to spread out the cost 
of long-term assets.

Municipalities are also required to prepare annual financial statements according to the Public 
Sector Accounting Board (PSAB)’s recommended accounting principles. Municipalities must 
publish and make publicly available their audited financial statements for the previous year 
within 60 days of receiving them. This helps to ensure that municipalities are accountable to 
their citizens and also to the province.
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MUNICIPAL REVENUE SOURCES/FINANCIAL TOOLS
The Municipal Act provides municipalities with financial tools to help them pay for the 
services they provide, including: 

•	 Property taxes, including special area rates 
•	 User fees and charges
•	 Local improvement charges
•	 Fees for licenses, permits and rents
•	 Fines and penalties
•	 Debt financing
•	 Investment income
•	 Development charges

In addition to these tools, the City of Toronto has broad authority under the City of Toronto 
Act to implement a variety of municipal taxes, subject to limitations (see below for further 
information). 

Property Taxes

The property tax generates $17.5 billion across the province and is a municipality’s main 
source of revenue. In order to determine the amount of property tax they need to collect, 
municipalities first determine their revenue needs as part of their annual budget process. 
Municipalities then set the tax rates.  

A property tax bill is composed of two components: a municipal portion and a provincial 
education portion.  The tax rate and levy for the municipal portion, is set by the municipality 
(subject to provincial rules) and is based on their revenue needs as part of their annual 
budget process.  The tax rate for the education portion is set by the province. These tax 
rates, multiplied by the assessed value, results in the  tax levies for municipal and education 
purposes. These amounts added together equal the amount of total property taxes payable.

For example, if a residential property is assessed at $300,000 and the total tax rate is 0.75 per 
cent, the total property tax bill would be $2,250. 

Property assessments are determined in accordance with the Assessment Act, which is not 
within the scope of this legislative review.

Special Area Rates

Municipalities have the authority to impose special area rates to recover the cost of a special 
service for only a designated area of the municipality. A special service is a service that is 
not generally provided throughout the municipality, or is provided in a different way or at a 
different level in other parts of the municipality. Examples of services for which municipalities 
have used this authority include: public transit, sewer, water and waste collection. 

CHAPTER 4: MUNICIPAL FINANCIAL SUSTAINABILITY
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User Fees and Charges

Municipalities have broad authority to impose fees or charges for any service or activity 
they provide, or for the use of their property. Examples of common municipal fees include: 
sewer, water, garbage collection, recreation programs and transit. In recent years, many 
municipalities have adopted user fee policies to bring some of these services closer to cost 
recovery, particularly in the case of water and wastewater services. These policies also help 
reduce pressure on the general tax base, freeing up resources for services that are not as 
amenable to pricing.

Local Improvement Charges

A local improvement is a capital project that a municipality undertakes that provides a benefit 
to properties in the vicinity, such as sidewalks and sewers. Municipalities can impose local 
improvement charges on properties that benefit from the project to recover all or part of 
its cost. This tool allows municipalities to spread the cost of a project over several years to 
minimize the annual payment property owners have to make.  

Licenses, Permits, and Rents

Municipalities also receive revenues from issuing licenses and permits related to specific 
activities related to, businesses, vendors, trailers and animals. These revenues also include 
rents charged to use or occupy municipal properties.

Fines and Penalties

This source of revenue includes fines imposed for not complying with municipal bylaws, 
or provincial regulatory laws. The most common fines are for local parking infractions and 
offences under the Highway Traffic Act. 

City of Toronto Broad Taxation Authority

The City of Toronto Act gives the City of Toronto broad authority to implement a variety of 
taxes, subject to certain limitations, such as:

•	 no tax on personal or corporate income;
•	 no tax on wealth or payroll;
•	 no tax on gas or hotels; and 
•	 no sales tax, except for taxes on the sale of entertainment, alcohol or tobacco.  

Under this authority, the City of Toronto has elected to implement a Municipal Land Transfer 
Tax and a Third Party Sign Tax.

Any decision to use the taxation authority is solely the decision of City of Toronto Council. 
The imposition of taxes under this authority is done through a bylaw. If you have questions 
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regarding the taxes that the City of Toronto has implemented under this authority, please 
contact the City of Toronto directly. 

Grants

Municipalities may receive grants from the province and/or federal government under 
specific programs.

For example, the Ontario Municipal Partnership Fund (OMPF) is the Province’s main 
unconditional transfer payment to municipalities. In 2015, the Province is providing 
municipalities with $515 million in unconditional funding through the OMPF, with over 90% 
of the grant supporting northern and rural municipalities.

Municipalities receive a significant level of ongoing support from the province in other ways. 
In 2015, the province is providing municipalities with approximately $3.7 billion in ongoing 
support through the provincial upload of social assistance benefit program costs, the Ontario 
Municipal Partnership Fund, provincial gas tax program, and other ongoing initiatives.

MUNICIPAL CAPITAL FINANCE 
To help pay for capital projects and plan future operating budget expenditures, a municipality 
may use a number of sources of financing, including debt (up to a set limit), investment 
income, and development charges. 

Debt Financing

Generally, unless it first receives approval from the Ontario Municipal Board, a municipality 
may not incur a long term debt that would require it to use more than 25 per cent of its total 
annual own-purpose revenues to service that debt and the municipality’s other long term 
debt. It is the municipality’s decision to use debt or pay-as-you-go financing. 

The debt limit for a municipality is often referred to as the annual repayment limit (ARL). The 
ARL is calculated using the data that municipalities submit annually through the Financial 
Information Return to the Ministry of Municipal Affairs and Housing on their long-term 
liabilities and debt charges.  The City of Toronto’s long term debt is not subject to an Annual 
Repayment Limit.

Investment Income

During the year, a municipality may have cash on hand (for example, from reserve funds or 
interim tax collections) that is not immediately needed. This cash is often invested to earn 
income. 

CHAPTER 4: MUNICIPAL FINANCIAL SUSTAINABILITY
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Development Charges

Development charges are fees imposed by municipalities on developers to pay for increased 
growth-related capital costs (both residential and non-residential) related to items such as 
water lines or recreational facilities. Development charges are payable when a builder applies 
for a permit.

The Development Charges Act was reviewed in 2014.  That review has concluded and that 
legislation is not within the scope of this review. 

Municipal Expenditures and Revenues

The following charts provide an overview of municipal capital and operating expenditures 
and how those costs are financed.

42% Property Taxation 

23% User Fees & Licences 

17 % Conditional Grants

14% Other Revenues* 

1% Unconditional Grants 

3% Tangible Capital Asset Grants

42%

23%

17%

14%

3%1%

2013 Municipal Revenues

* Other revenues includes: investement income, deferred revenue earned (development charges), donations, revenue from other
   municiplalites, fines, penalties, and City of Toronto Municipal Land Transfer Tax. 



MUNICIPAL LEGISLATION REVIEW | PUBLIC CONSULTATION DISCUSSION GUIDE18

CHAPTER 4: MUNICIPAL FINANCIAL SUSTAINABILITY
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10.8% Transit 

28% Roads

3.7%
4.3%

8.2%

9.9%

10.8%

28%

33.8%

33.8% Sewer & Water0.8%0.5%



MUNICIPAL LEGISLATION REVIEW  | PUBLIC CONSULTATION DISCUSSION GUIDE 19

OTHER TOOLS

Municipal Services Corporations

Municipalities can create corporations for most services that they provide. Corporations may 
have advantages and challenges compared to other service delivery mechanisms. Advantages 
may include their ability to increase capital, pool expenses, expertise and staff resources, and 
provide better economies of scale. Challenges may include balancing independent operation 
with accountability to the public. Municipal services corporations also allow municipalities 
to potentially partner with the private and not-for-profit sectors, educational institutions and 
Aboriginal communities. 

Capital Facilities Agreements

Outside parties (potentially private, not-for-profit, educational and Aboriginal partners 
among others) can provide facilities related to a number of municipal services on behalf 
of municipalities through a formal agreement. Some of these are referred to as municipal 
capital facilities agreements. Under these agreements the municipality can provide financial 
incentives (property tax exemptions, waivers from fees and charges or the use of municipal 

CHAPTER 4: MUNICIPAL FINANCIAL SUSTAINABILITY
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employees) relating to the delivery of those facilities. For example, many municipalities can 
provide incentives through capital facilities agreements with housing providers for affordable 
housing in the municipality. That outside service provider may therefore receive similar 
financial treatment as a municipality would if it provided the facility itself. 

Business Incubators

With the approval of the Minister of Municipal Affairs and Housing, municipalities can provide 
financial incentives to facilitate the development of small business programs (commonly 
referred to as business incubators) in their communities. 

Business incubators provide a means for small businesses to grow their client base, take 
advantage of shared resources and learn from each other. Incubators often bring together 
small businesses that reflect local industry in the municipality. 

MUNICIPAL ASSET MANAGEMENT PLANNING
Asset management planning can help municipalities make the best possible decisions 
regarding the building, operating, maintaining, renewing, replacing and disposing of 
infrastructure assets. It is an integrated, long-term or lifecycle approach to planning, intended 
to maximize benefits, manage risk and provide satisfactory levels of service to the public in a 
financially sustainable and environmentally responsible manner.

Municipal asset management plans describe the following:

•	 the characteristics and condition of infrastructure assets; 
•	 the expected levels of service of the assets;
•	 the planned actions to ensure the expected level of service; and 
•	 the financing strategies to implement the planned actions. 

Ontario municipalities must develop detailed asset management plans to accompany any 
request for provincial infrastructure funding. It is a best practice for municipalities to do 
ongoing asset management planning and to integrate it into long-term financial planning. 

CHAPTER 4: MUNICIPAL FINANCIAL SUSTAINABILITY
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DISCUSSION
•	 Do you feel your municipality is able to effectively plan for and prioritize its 

investments in infrastructure (e.g. roads, bridges, water systems, public transit) and 
its spending on services (e.g. fire, police, water, garbage, public health, recreation 
programs)?

•	 Municipalities have a number of options when deciding how to pay for services and 
projects (e.g. property tax, user fees).  Do you feel your municipality is using the right 
mix of revenue sources to pay for local services and invest in infrastructure? 

•	 Are there changes to current tools that could contribute to municipal financial 
sustainability (i.e. ability to meet current and future financial needs)?

•	 Do regional variations (e.g. economy, geography, demographics) present barriers 
to municipalities achieving long-term financial sustainability? If so, how can these 
challenges be addressed in the Municipal Act?

Share your feedback online

http://www.mah.gov.on.ca/Page11147.aspx


MUNICIPAL LEGISLATION REVIEW | PUBLIC CONSULTATION DISCUSSION GUIDE22

CHAPTER 5: RESPONSIVE AND FLEXIBLE MUNICIPAL GOVERNMENT

INTRODUCTION
The province views municipalities as responsible and accountable governments. As such, the 
province wants to make sure that municipalities have the powers and the flexibility they need 
to govern and be creative and responsive in providing services to their communities. In this 
review, we will consider topics such as:

•	 Whether municipalities are able to be innovative in how they are providing services to 
the community;

•	 How improvements to the Municipal Act and City of Toronto Act can help ensure that 
municipalities can make the best use of their authority and available tools to respond 
to climate change and other municipal and provincial priority areas; and

•	 Whether the Municipal Act and City of Toronto Act have the necessary processes in 
place to address local representation needs.

DIVISION AND TRANSFER OF POWERS BETWEEN UPPER- AND LOWER-TIER 
MUNICIPALITIES
In Ontario, there are three types of municipalities: upper- and lower-tier municipalities in 
a two-tier municipal structure, and single-tier municipalities that are not part of a two-tier 
system. Upper-tier municipalities are commonly referred to as counties, historically one of the 
oldest forms of municipal government in Ontario and largely rural; or as regions, which were 
created in the 1970s by special legislation to cope with the emerging demands of rapidly 
growing urban centres.

For lower-tier and single-tier municipalities, the term “local municipality” is often used.  They 
may also be known as cities, towns, villages, or townships.

Division of Powers

As discussed in chapter 2, all municipalities have a range of powers, to make decisions that 
serve the needs of their community. In two-tier municipal structures, the Municipal Act 
provides specific rules for the division (or sharing) of powers between upper- and lower-tier 
municipalities (ontario.ca/cagm). 

In practice, this means that if your municipality operates in a two-tier structure, the upper-tier 
municipality delivers certain services within the upper-tier boundaries. For example, upper-
tier services provided by regional municipalities often include arterial roads, transit, sewer 
and water systems and waste disposal. Upper-tier services provided by counties often include 
only arterial roads. Lower-tier municipalities are usually responsible for local roads, garbage 
collection and animal control.

http://www.ontario.ca/laws/statute/01m25#BK14
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Transfer of Powers (Service Migration)

While the Municipal Act divides certain powers between upper- and lower-tier municipalities, 
it allows for the transfer of powers between lower- and upper-tier municipalities as long as 
certain requirements are met (ontario.ca/cagn).

An upper-tier municipality may make a bylaw to transfer all or part of certain lower-tier 
powers (from one or more lower-tiers) to the upper-tier. This is referred to as upper-tier service 
migration, and the bylaw does not come into force unless a “triple majority” vote supports the 
bylaw, meaning: 

•	 the upper-tier council passes the bylaw by majority vote of all votes on the council;
•	 the councils of a majority of all the lower-tier municipalities forming the upper-tier 

municipality pass resolutions supporting the bylaw; and
•	 the total number of electors in the lower-tier municipalities supporting the bylaw form 

a majority of all the electors in the upper-tier municipality. 

A lower-tier municipality may make a bylaw to transfer all or part of certain upper-tier powers 
to one or more lower-tiers. The lower-tier service migration bylaw does not come into force 
unless a “triple majority” vote supports the bylaw, meaning:

•	 at least half of all the other lower-tier municipalities forming the upper-tier 
municipality pass resolutions supporting the bylaw;

•	 the total number of electors in the lower-tier municipalities supporting the bylaw 
(including the lower tier that made the bylaw) form a majority of all the electors in the 
upper-tier municipality; and

•	 the upper-tier council passes a resolution supporting the transfer of power  by 
majority vote of all the votes on council.

Some services that have been transferred from one tier to another tier may be transferred 
back. For example, public transportation systems, other than highways can be migrated 
between lower-and upper-tier municipalities. Waste collection can also be migrated between 
lower-tier and upper-tier municipalities. 

Under the current rules, some powers may not be transferred back once they have been 
migrated. For example, the production, distribution and supply of water can only be migrated 
from the lower-tier to the upper-tier. It cannot be migrated from the upper-tier municipality 
to the lower-tier.

CHAPTER 5: RESPONSIVE AND FLEXIBLE MUNICIPAL GOVERNMENT

http://www.ontario.ca/laws/statute/01m25#BK201
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DISCUSSION
We want to hear if powers are working well in your communities, including the division 
and transfer of powers.

•	 What steps is your council taking to improve the quality of municipal services or to 
save money in the way municipal services are provided to the community?

•	 Are you aware of any challenges and/or barriers that may prevent your council from 
providing municipal services, such as economic development, roads or parks, in a 
more effective and/or innovative manner?

Share your feedback online

CLIMATE CHANGE 
Climate change is one of the most significant challenges of our time. Ontario released its 
Climate Change Action Plan in 2007, which includes greenhouse gas emissions reduction 
targets of 80 per cent below 1990 levels by 2050 to help reduce the future impacts of climate 
change and support the development of a strong, low carbon economy. Many municipalities 
have been leaders in taking action on climate change and in involving their communities in 
developing mitigation and adaptation strategies.   

Climate Change Mitigation

The Ministry of Municipal Affairs and Housing provides some direction and guidance to 
municipalities on climate change mitigation. For example, ministry policies encourage 
compact development and complete communities, which may help to reduce greenhouse 
gas emissions through improved energy efficiency and a reduced need to drive. The ministry 
also administers a Building Code that specifies energy and water efficiency requirements for 
new construction. 

Under the City of Toronto Act, the City of Toronto has the authority to require and govern 
the construction of green roofs or alternative roof surfaces in certain circumstances. The 
Municipal Act currently does not include similar green roof provisions. 

Climate Change Adaptation

Municipalities are already feeling the impacts of a changing climate as they deal with the 
aftermaths of an increased number of extreme weather events like greater flooding, tornados, 
more frequent heat waves and more severe episodes of freezing rain. These events can pose 
serious and costly threats to public safety and infrastructure. In addition, climate change 
impacts, like an increased number of extreme heat waves, may have significant effects on 

http://www.mah.gov.on.ca/Page11147.aspx
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public health. Municipalities have a role to play in fostering resilient communities that are 
prepared to anticipate and address these impacts. 

DISCUSSION
We want to ensure the long-term prosperity and livability of our communities. The Ministry 
of the Environment and Climate Change (MOECC) is leading Ontario’s efforts to fight 
climate change. MOECC is currently developing a climate change strategy and action plan 
to be announced later this year. We are interested in hearing how we can strengthen the 
Municipal Act and the City of Toronto Act to help municipalities address climate change 
across all municipal departments.

•	 Has your local council integrated climate change considerations in its policies, 
programs and decision making processes?

•	 What tools do municipalities need to address climate change mitigation and 
adaptation?

•	 Are you aware of any challenges and/or barriers that your council is facing in 
implementing initiatives related to climate change?

Share your feedback online

LOCAL REPRESENTATION 
The Municipal Act sets out rules that municipalities must follow if they wish to change their 
council composition. For regional municipalities, some of the changes they may make include: 

•	 changing the size of council;
•	 changing the way in which members of the upper-tier council are selected (for 

example, directly elected to the upper-tier); and,
•	 changing the method for how the head of council (e.g. regional chair) is selected. 

If a regional municipality wishes to change its composition, it must first ask the Minister 
of Municipal Affairs and Housing to pass a regulation allowing it to do so. If and when a 
regulation is passed, the regional municipality must then follow the rules set out in the Act 
to change its composition. These rules include passing a bylaw, holding at least one public 
meeting to discuss the proposed change and receiving the required level of support from the 
lower-tier municipalities for the change. 

Municipalities may also create local bodies, such as advisory committees or community 
councils, to help municipalities take into account community views in local decision-making. 
It is up to the municipality to decide the purpose of the local body, its composition, and its 
powers.

http://www.mah.gov.on.ca/Page11147.aspx
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DISCUSSION
•	 Does the Municipal Act process for changing regional municipal council 

representation allow regions to respond to changing demographics and/or rapid 
population growth? If not, do you have suggestions for how these issues can be 
addressed?

•	 How can local bodies, such as community councils, best be used to increase 
community input in municipalities?

Share your feedback online

http://www.mah.gov.on.ca/Page11147.aspx
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CHAPTER 6: WHAT’S NEXT

NEXT STEPS – WHAT WE HEARD
The main engagement period for the review will run from June to October 2015. Over the 
summer, the Ministry of Municipal Affairs and Housing will begin analysis on what we heard 
from Ontarians and our municipal sector partners.

Later this year, the government will post a “What We Heard” document on the Municipal 
Affairs and Housing website (ontario.ca/dl82) to capture and organize the input received from 
the public, municipalities and organizations.

OTHER WAYS TO GET INVOLVED
In addition to providing feedback through this discussion guide, you are welcome to send any 
further questions or suggestions you may have to:

Municipal Legislation Review
Ministry of Municipal Affairs and Housing
Local Government Policy Branch
777 Bay Street, 13th Floor, Toronto, ON M5G 2E5

Email: municipalreview@ontario.ca

FURTHER READING
We understand that you may have additional questions regarding the current municipal 
legislation framework. For more information, please see the resources below:

•	 Municipal Councillor’s Guide (ontario.ca/cagp)

•	 Municipal Act on e-laws (ontario.ca/cagq)

•	 City of Toronto Act on e-laws (ontario.ca/cagb)

•	 Municipal Conflict of Interest Act on e-laws (ontario.ca/cagr)

•	 MMAH website (ontario.ca/mah)

•	 Ontario Ombudsman website (ombudsman.on.ca)

http://www.mah.gov.on.ca/Page11.aspx
mailto:municipalreview%40ontario.ca?subject=
http://www.mah.gov.on.ca/AssetFactory.aspx?did=4965
http://www.ontario.ca/laws/statute/01m25
http://www.ontario.ca/laws/statute/06c11
http://www.ontario.ca/laws/statute/90m50
http://www.mah.gov.on.ca/page11.aspx
http://www.ombudsman.on.ca/Home.aspx
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Municipal Legislation Review Submission 
Executive Summary 
The Municipal Finance Officers’ Association (MFOA)’s review of the Municipal Act, 2001 (“the 
Act”), makes numerous recommendations to improve the Act in support of municipal financial 
sustainability and responsive and flexible municipal government, as well as other principles 
outlined in the report.  
 
This submission contains recommendations on revenue tool expansion, financial administration, 
and building capacity to manage municipal fiscal challenges. The specific recommendations are 
summarized below.  
 
Recommendations: 
 

• Amend the Municipal Act, 2001, to include a broad power to impose taxes beyond the 
property tax as is found in section 267 of the City of Toronto Act, 2006 and a 
hotel/accommodation tax.  The power to impose non-traditional taxes must also include 
any ancillary enforcement powers as well as powers to impose fines and penalties in 
cases of non-compliance. 
 

• That the current “Heads and Beds” rate of $75 be phased-in to $140 beginning in 2016 
and reset every 5 years with each review of the Municipal Act, reflecting inflation in the 
Ontario consumer price index. 
 

• The Province should issue regulations under subsection 40(3) of the Municipal Act, 2001 
to permit municipalities to adopt road pricing mechanisms. 
 

• The Province should issue regulations to permit the sale of debt as provided in section 
305. 
 

• That subsection 110(1) be amended to allow a municipality to enter into agreements for 
the provision of municipal capital facilities by any person, including another municipality. 
 

• That O. Reg. 599/06 (Municipal Services Corporations) be reviewed. 
 

• That O. Reg. 438/97 be amended as set out in the CHUMS/LAS submission to the Debt 
and Investment Committee (attached) and that the regulation be amended to provide the 
One Investment Program with prudent investor status.  It is also recommended that the 
regulation be amended to permit municipalities to hold US dollar denominated securities. 
 

• That O. Reg 438/97 be amended to provide the authority to:  
o unwind commodity hedges;  
o extend the settlement period of bond forward agreements to 365 days; and  
o collapse or sell bond forward agreements. 
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1 Municipal Legislation Review: Public Consultation Discussion Guide, Ministry of Municipal Affairs and 
Housing, June 2015 
2 For further information see the What’s Next Ontario website 

Who We Are 
This review of the Act has been prepared by the Municipal Finance Officers’ Association of 
Ontario (MFOA).  The MFOA was established in 1989 and represents the interests of Municipal 
Finance Officers across Ontario and Atlantic Canada. MFOA promotes the interests of its 
members in carrying out their statutory and other financial responsibilities by initiating studies 
and sponsoring seminars to review, discuss, and develop positions on important policy and 
financial management issues. 
 

Background 
In June 2015, the Province of Ontario launched a review of the Municipal Act and the City of 
Toronto Act, along with a review of the Municipal Conflict of Interest Act. This review process 
provides the Association and its members an opportunity to suggest amendments to these Acts. 
To facilitate the review, MMAH issued discussion documents that set out a number of questions 
under various topics related to the Acts under review.1 Since MFOA is a finance association, our 
focus is on municipal finance issues and not the full range of questions posed in the discussion 
document. For a list of all discussion questions posed by the province refer to Appendix A. 
 
As important as the Municipal Act is to municipalities, it does not fully set out the full provincial-
municipal financial relationship.  It excludes reviews of important financial tools outside of the 
Act (e.g. Development Charges Act) and makes no mention of the system of intergovernmental 
transfers that can be part of a predictable infrastructure funding strategy.   
 
The broader issue of building a long-term municipal fiscal sustainability framework is the central 
focus of AMO’s What’s Next Ontario, which is currently underway.2 This is a substantial 
research and policy development project. The material in this submission is meant to address 
the current Municipal Act review, which is narrower in scope, but our comments are rooted in a 
view of the provincial-municipal relationship more broadly conceived.   
 

Principles 
MFOA believes that all good public policy should be principle based.  The following are the 
principles that guide our specific recommendations for reform: 
 

1. Municipalities are responsible and accountable governments. 
2. New legislation shall enhance existing municipal powers. 
3. The province shall stop micro-managing municipal governments. 
4. Where there is a compelling provincial interest the province shall when regulating 

municipal government define at the outset that interest. 
5. Provincial legislation shall be drafted with the expectation of responsible municipal 

government behaviour and not as a remedial tool. 
6. Accountability means mutual respect between municipal government, the province 

and other public agencies. 
7. Resources for municipal governments shall be sustainable and commensurate with 

the level of responsibility. 

http://www.mah.gov.on.ca/AssetFactory.aspx?did=10979
http://whatsnextontario.amo.on.ca/
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3 See Appendix A for the full list of discussion questions 

8. The Municipal Act shall include principles that will protect the Municipal Act and 
municipal powers from all provincial legislation. 

9. The province shall commit to increasing the understanding and awareness of 
municipal government within all ministries. 

Discussion Guide Questions 
In total the Guide asks 27 questions under the following chapter headings:3 

• Accountability and Transparency 
• Municipal Financial Sustainability, and 
• Responsive and Flexible Municipal Government 

As a finance organization, our interest rests with the 4 questions related to financial 
sustainability: 

1. Do you feel your municipality is able to effectively plan for and prioritize its investments 
in infrastructure (e.g. roads, bridges, water systems, public transit) and its spending on 
services (e.g. fire, police, water, garbage, public health, recreation programs)? 
 

2. Municipalities have a number of options when deciding how to pay for services and 
projects (e.g. property tax, user fees). Do you feel your municipality is using the right mix 
of revenue sources to pay for local services and invest in infrastructure? 
 

3. Are there changes to current tools that could contribute to municipal financial 
sustainability (i.e. ability to meet current and future financial needs)? 
 

4. Do regional variations (e.g. economy, geography, demographics) present barriers to 
municipalities achieving long-term financial sustainability? If so, how can these 
challenges be addressed in the Municipal Act? 

 

Questions 1 and 2 are directed at municipalities for comment.  This submission is a response to 
questions 3 and 4.  

Current Tools and Financial Sustainability 
Question 3: Are there changes to current tools that could contribute to 
municipal financial sustainability (i.e. ability to meet current and future financial 
needs)? 
 
MFOA has long been an advocate for the promotion of municipal financial sustainability. It is at 
the heart of all of our policy work and training. The Association appreciates the focus on 
financial sustainability in the legislation review discussion guide.  
 
The discussion guide defines financial sustainability as “the ability to match expenditures well 
with revenues – on both an operating and capital cost basis.” AMO’s What’s Next initiative, 
which is also about financial sustainability, offers a similar but broader definition:  
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A financial system that can adequately cover operating costs, maintain in good repair 
existing assets, replace assets where appropriate, fund future growth and service 
improvements, anticipate inflation and changes in standards and technology, all financed 
over an appropriate period of time.4 

 
As the definitions above suggest, a number of factors affect the financial sustainability of 
municipalities.  In general, there is a revenue dimension and an expenditure dimension to 
sustainability.  Current pressures in our sector affecting sustainability include, but are not limited 
to: 

• Municipalities having responsibility for redistributive social programs that are provincial 
responsibilities in other provinces, 

• Having responsibility for programs with limited ability to control costs such as policing,  
• Having infrastructure burdens that are beyond a municipality’s ability to finance, 
• Reliance on a dominate single revenue source (property tax) 
• Reporting requirements that are onerous 
• Unfunded mandates whereby services and standards are mandated, but inadequate 

funding is provided to fulfill the requirements 
 
Some of the factors that affect sustainability, such as a broader range of revenue tools, are 
issues that can be addressed through the Municipal Act.  Others, such as the burden of social 
service programs and interest arbitration are beyond the scope of the current Municipal Act 
review.  Nevertheless, all of these challenges need to be identified if the real barriers to financial 
sustainability are to be addressed.  
 

Provincial Programs on the Property Tax Base 
Ontario municipalities face pressures for local services that are provincial services in other 
provinces.  While the Province did upload some social services costs from municipalities 
through the Provincial Municipal Fiscal and Service Delivery Review (PMFSDR) initiative, the 
municipal subsidy to provincial health and social services programs was still roughly $3.2 billion 
in 2013 (see table below).  
 
Table 1: Updated fiscal gap analysis (2013) 
 

Provincial program Cost ($M) Revenue ($M) Net* ($M) 
Public health 808 570 238 
Hospitals 29 0 29 
Ambulance 1,041 552 489 
Social Assistance 3,811 2,667 1,144 
Senior services 1,468 1,121 348 
Child care 1,205 984 221 
Social housing 1,699 930 770 
Total 10,062 6,823 3,238 

 
* Figures net of provincial and federal contributions, user fees and service charges 

Information based on the provincial summaries of the Financial Information Return (FIR)5 

                                                           
4 AMO What’s Next Ontario 
5 Association of Municipalities of Ontario. (n.d.) Ontario’s $3 Billion provincial-municipal fiscal gap is 
growing. Retrieved from: http://www.amo.on.ca/AMO-PDFs/Finance/3_Bil_Gap/$3-Billion-Gap-Fact-
Sheet.aspx 
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Ontario also remains the only province that transferred social housing to its municipal 
governments. Municipalities have been responsible for the provincial cost of social housing 
since 1998. In 2013, social housing represented $7.5 billion in capital costs; 40% of social 
housing stock had been fully amortized, and social housing suffered from significant 
maintenance backlogs.  
 
We recognize that additional social service uploads are not envisioned as part of the Municipal 
Act review, but they are critical to a discussion of municipal financial sustainability.  We are 
confident that this issue will emerge as a major discussion point in AMO’s What’s Next initiative. 
 
Revenue Diversification 
Despite being responsible for a broad range of mandated services, municipalities continue to 
depend on one major source of revenue: property tax. On average across all municipalities, 
property tax accounted for 42% of municipal revenue in 2013.  However, this average masks a 
great deal of variation.  Property tax accounted for 50% or more of all municipal revenues in 
approximately 46% of municipalities.  The other major source of own source revenues is user 
fees.  Fees accounted for up to 25% of revenues in almost 80% of municipalities.  Together, 
these revenue sources accounted for over 50% of revenues in almost 90% of all municipalities.  
In 22.2% of municipalities, these two revenue types account for more than 75% of total 
revenues. This suggests that there is not very much diversification in own source revenues in 
the Ontario municipal sector. 
 
Questions about property tax and whether municipal governments need alternative sources of 
revenue have launched a multitude of papers and articles. Over twenty studies and initiatives 
have been undertaken in British Columbia alone since the early 1980s (Ministry of Community, 
Sport and Cultural Development, 2012).6  In this report, we are not seeking to answer the 
question of whether property tax is a ‘good tax’ and whether it is being fully used. Instead, we 
are exploring the arguments surrounding alternative sources of revenue.7 
 
Table 2: Select Sources of municipal revenue (2013) 
 

  

Property 
Tax as % 
of Total 

Revenue 

Property 
Tax as % 
of Total 

Revenue 

Fees as % 
of Total 

Revenue 

Fees as % 
of Total 

Revenue 

Taxes and 
Fees as % 

of Total 
Revenue 

Taxes and 
Fees as % 

of Total 
Revenue 

  # % # % # % 
0 - 25% 11 2.5% 345 79.1% 2 0.5% 

25% - 50% 223 51.1% 89 20.4% 40 9.2% 
50% - 75% 198 45.4% 2 0.5% 297 68.1% 
75% - 100% 4 0.9% 0 0.0% 97 22.2% 

Total 436 100.0% 436 100.0% 436 100.0% 
Source: 2013 FIR 
 
                                                           
6 Ministry of Community, Sport and Cultural Development. (2012). Municipal revenue sources review: 
Previous studies of local government revenues. 
7 Refer to Slack, Enid. (2011). The property tax – in theory and in practice. Institute on Municipal Finance 
and Governance, No. 2(2011) and Enid Slack’s 2015 Ontario Good Roads Association conference 
presentation “Enough Talk: The Case for Permitting New Municipal Revenue Tools”.  
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Many studies support increasing the municipal revenue toolkit.8  For example, the Alberta Urban 
Municipalities Association (AUMA) and the Alberta Municipal Services Corporation’s (AMSC) 
2014 submission to the Municipal Government Act review (p.4), the organizations stated that a 
lack of “authority to establish a broad range of fees and taxes” contributed to the organizations 
concerns regarding the sustainability of the municipal sector.9 
 
The literature speaks to a larger mix of taxes giving municipalities more autonomy and flexibility 
to meet demands for services and capital infrastructure. Vander Ploeg (2008)10 argues that a 
mix would result in better revenue growth; better accountability; better ability to cope with 
demographic changes; would align better with expenditures on social services; and would be 
able to offset issues with property tax.  
 
A mix of taxes would also help municipalities increase their taxes in more stable and equitable 
ways. “To levy a given amount of revenue, relying on many sources means that the local 
government can set lower tax rates for any single tax” (Slack, 2014, p. 9).11  
 
Dirie (2006) notes that in addition to having access to multiple sources of revenue, local 
governments need the freedom to set the level and composition of their revenues. It is this 
freedom that promotes the laudable goals of local autonomy and local accountability.12 
 
In her 2015 presentation “Enough Talk: The Case for Permitting New Municipal Revenue Tools” 
Slack makes the case for matching revenue tools with the characteristics of municipal services. 
Examples of this type of pairing includes:  

• User fees to pay for private services, such as water, sewer, garbage, and transit   
• Property and sales tax to pay for public services, such as police, fire, and local parks 
• Income tax to pay for redistributive services, such as social assistance and social 

housing 
• Intergovernmental transfers to pay for spillover services, such as roads/transit and 

culture 
 
Dewees (2002, p.586)13 also argues that for some services, user fees are “economically 
desirable, because they help to allocate resources to maximize the satisfaction that we receive 
from those resources. User fees can constrain demand at a time when it is very expensive to 
expand supply.” Municipalities should also look to revenue sources beyond taxation. 
 

                                                           
8 For a dissenting opinion see McMillan and Dahlby, 2014, p. 1 
9 Alberta Urban Municipalities Association and Alberta Municipal Services Corporation. (2014). Building 
thriving communities: AUMA’s Submission to the MGA Review Process. 
10 Vander Ploeg, Casey. (2008). Problematic property tax: Why the property tax fails to measure up and 
what to do about it. Canada West Foundation. Retrieved from: 
http://www.suma.org/cmsupload/fckeditor/Research/CWF%20-%20Problematic%20Property%20Tax%20-
%20November%202008.pdf 
11 Slack, Enid. (2014). Why Canadian cities need more fiscal autonomy? Public Sector Digest, Q1(2014), 
8-11. 
12 Dirie, Ilias. (2006). Municipal finance: Innovative resourcing for municipal infrastructure and service 
provision. Commonwealth Local Government Forum. Retrieved from:  
http://www.clgf.org.uk/userfiles/1/File/Municipal_Finance_Paper.pdf 
13 Dewees, Donald. (2002). Pricing municipal services: The economics of user fees. Canadian Tax 
Journal, 50(2), 586-599. 
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Despite the support expressed for enlarging the municipal revenue toolbox, it is important to 
note that one size does not fit all. Slack and Kitchen (2003)14 note that not every revenue 
source is appropriate for all municipalities under all circumstances. Large municipalities may 
benefit from additional taxing authorities, while small municipalities might not have a sufficient 
tax base to make the cost of levying these taxes beneficial.  It is also worth noting that new 
revenue sources will provide marginal increases to amounts received from property taxation, but 
no other own source revenue will come close to matching the current $18.1 billion from the 
property tax. 
 
How Diversified are Ontario Municipal Revenue Sources? 
The range of authorized tax revenue options in Ontario does not stack up well compared with 
options available internationally. Municipalities in other countries collect revenue through: taxes 
on income, profits, and capital gains; taxes on payroll and workforce; real property taxes; other 
property-related taxes; taxes on goods and services; and other taxes. Slack (2010) observed in 
a comparison of OECD countries that local governments with significant responsibilities for 
redistributive services such as social protection and health were less dependent on property tax.  
Commonwealth countries are more likely to be more dependent on property tax, than countries 
outside the Commonwealth (Refer to appendix B). Canada’s dependence on property tax may 
be rooted in its past, rather than reflect its present. 
 
Vander Ploeg (2002)15 found that American cities had a broader suite of tax tools than their 
selected Canadian counterparts. American city tax tools include: property tax, general retail 
sales tax, other forms of sales tax, business tax, land transfer tax, other taxes, and tax sharing 
of income tax, among other taxes (Refer to appendix C).   
 
Differences can also be seen when comparing Ontario municipalities with municipalities across 
the country. Other provinces in Canada, as noted in the inter-jurisdictional scan below, provide 
for the use of municipal tax tools beyond those included in the Municipal Act and the City of 
Toronto Act.  
 

                                                           
14 Kitchen, Harry and Slack, Enid. (2003). Special study: New finance options for municipal governments. 
Canadian Tax Journal, 51(6), 2215 – 2275. 
15 Vander Ploeg, Casey. (2002). Big city revenue sources: A Canada-U.S. comparison of municipal tax 
tools and revenue levers. Canada West Foundation. Retrieved from: http://cwf.ca/publications-1/big-city-
revenue-sources-a-canada-u-s-comparison-of-municipal-tax-tools-and-revenue-levers 
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Table 3: Inter-Jurisdictional Comparison of Municipal Tax Tools across Canada16 
 

 O
N  

B
C 
 

A
B 

S
K 

M
B 

Q
C 

N
B 

N
S 

P
E
I 

N
F
L
D 

Property tax √ √ √ √ √ √ √ √ √ √ 
Business tax   √  √ √ √   √ 
Area/Improvement/Service Area/Parcel √ √ √ √ √ √  √ √  
Road pricing and taxing ∆ ∆    ∆     
Equipment tax  √ √ √ √     √ 
Fuel tax  ∆    ∆ √   ∆ 
Hotel tax  √ ∆ ∆ √ √ ∆ ∆ √ ∆ 
Amusement tax ∆    ∆ ∆    ∆ 
Sin tax ∆          
Advertising tax ∆    √      
Income/poll tax          √ 
Other: Utility, cable, or 9-1-1 tax  √   ∆ √    ∆ 
Land transfer tax ∆    √ √  √  ∆ 
√ All municipalities ∆ Largest city (ies) in province only  
 
The inter-jurisdictional comparison also highlights the variation within the Province of Ontario. 
Part X of the City of Toronto Act, 2006, authorizes the City to impose direct taxes.  Subsection 
267(1) states that: 
 

The City may, by by-law, impose a tax in the City if the tax is a direct tax, if the by-law 
satisfies the criteria described in subsection (3) and if such other conditions as may be 
prescribed are also satisfied. 2006, c. 11, Sched. A, s. 267 (1). 

 
Overall, the Ontario municipal revenue toolbox appears to lag municipalities in other countries 
or provinces in Canada. 
 
Evaluating Alternative Taxes 
What works in one jurisdiction may not work in another. To evaluate what makes a good local 
tax in Ontario, MFOA used the criteria employed by the Union of British Columbia Municipalities 
(UBCM) in the report Strong Fiscal Futures: A Blueprint for Strengthening BC Local 
Governments’ Finance System. The criteria are:  
 

• Fairness: Do they reflect ability to pay; 
• Responsiveness: Do they grow with the local economy; 
• Autonomy/Accountability:  Are they clearly associated with the government 

imposing the charge; 
• Service Correlation/Jurisdictional Spillovers: Is there a reasonable match 

between benefit and cost; 
• Economic Neutrality: Do they unduly impact economic decision making; 

                                                           
16 BC Ministry of Community, Sport and Cultural Development. (2012). Municipal Revenue Sources 
Review Inter-Jurisdictional Comparison of Revenue Tools. Retrieved from: 
http://www.cscd.gov.bc.ca/lgd/library/revenue_source_review/Interjurisdictional%20Comparison%20of%2
0Revenue%20Tools.pdf  
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• Adaptability: Do they work in a diverse set of circumstances; 
• Stability: Do they provide a stable revenue stream that works in the context of 

local government no deficit rules; and, 
• Administrative Efficiency: Can they be effectively administered?  

 
It is unlikely that any revenue source can adequately satisfy all these criteria. 
 
One of MFOA’s policy principles is to promote municipal self-sustainability where possible. 
Accordingly, this analysis of tax tools does not include tax-sharing arrangements with the 
provincial or federal governments. Tax sharing does not promote municipal financial autonomy 
since the municipality does not have control of the tax rates (Slack, 2014).17  Nevertheless, as 
noted above, intergovernmental transfers may be appropriate for situations where there are 
externalities or the local tax base is incapable of supporting required local services. 
Land transfer taxes 

Many of our members have expressed a strong interest in alternative revenue sources.  A report 
from Mississauga estimates that the land transfer tax alone could raise approximately $74 
million annually, which would make a positive contribution to closing the City’s infrastructure 
gap.  
 
The incidence of the land transfer tax is slightly more positive than property tax due to less 
falling on renters and exemptions for first time buyers. The tax produces a relatively small 
efficiency impact due to the immobility of property and the effective exclusion of business 
property. Most transactions are straightforward, but there could be many administrative issues 
in particular cases.  
 
Targeted consumption taxes 
 
Internationally, targeted consumption taxes are significant sources of municipal revenue. 
Certain targeted consumption taxes, such as amusement and sin taxes, can be linked to 
municipalities on the basis that amusement and sin activities can drive municipal expenses, 
including costs related to protection to persons and property, social and family services, and 
environmental services. These taxes can also impact economic behaviour and may be 
consistent with health objectives by making unhealthy behaviour more expensive.   
 
The incidence of targeted consumption taxes depend on the product or service being taxed. 
These taxes tend not to be economically efficient as a result of the narrow base to which they 
are applied. They can be administered locally or provincially. Although border issues between 
jurisdictions and between taxable and non-taxable products will likely ensure the need for strong 
enforcement tools to counter built-in incentives towards tax avoidance.  
 
Billboard tax 

The City of Toronto grossed over $10 million in ‘third party sign tax’ according to the City’s 2013 
FIR. The City of Winnipeg, under the City of Winnipeg Charter, is also authorized to levy a 
business tax on advertising signs (primarily billboards). The tax is assessed based on the size 
of the sign and is paid for by the owner. The tax may run counter to commercial intensification 
efforts. 

                                                           
17 Slack, Enid. (2014). Why Canadian cities need more fiscal autonomy? Public Sector Digest, Q1(2014), 
8-11. 
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Billboard tax has no direct impact on households and a relatively small efficiency impact due to 
the immobility of property. Most transactions should be straightforward, but they will require 
moderate effort to set up new collection structure.  In Ontario, taxation of billboards has raised 
issues as to the appropriate methodology for assessing billboards and the very definition of 
what constitutes a billboard. 
 
Vehicle registration tax 
 
Despite being a stable source of revenue, vehicle registration tax shares the high visibility of 
property tax making it a less politically popular tax. The tax can be linked to municipalities on the 
basis that the sources of tax impact municipal transportation costs, including roads and winter 
maintenance. The tax may be consistent with municipal pro-transit and air quality objectives. 
 
The incidence is restricted to car owners with a relatively minor effect on the business 
community (fleets and company vehicles). There is no exportability and low administrative 
complexity, although administration does require provincial cooperation. Purists argue that 
vehicle registration tax does not take frequency of car use or time of use into consideration.  
 
Hotel tax 

Many American and European cities, and some Canadian municipalities levy hotel and 
accommodation taxes. “Ontario is the only province that does not authorize municipalities to 
levy hotel taxes, but major hotels in a number of Ontario cities have voluntarily agreed to collect 
a three per cent destination marketing fee. The funds are earmarked for tourism marketing and 
development purposes, and are overseen by industry associations. Even in municipalities that 
have the power to charge hotel taxes, revenues often are designated for these purposes. 
However, municipalities still benefit. Without hotel taxes, the city’s efforts to develop and market 
its tourism industry would rest solely on the property tax base. ”18 
 
Hotel tax is generally considered positive given the income distribution of hotel room 
consumption compared to property tax. Hotel tax tends to be paid by non-residents of a city. 
There is little efficiency or locational effect. Opponents argue that hotel taxes reduce tourist 
expenditure on other items. Administrative issues seem manageable. Issues may occur around 
online sales through intermediaries. 
 
  

                                                           
18 Canadian Union of Public Employees. (2014). Hotel and accommodation taxes. Retrieved from: 
http://cupe.ca/hotel-and-accommodation-taxes 
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Summary 

Table 4: Summary of revenue tools using the evaluative criteria 

City of Toronto Act, 2006 

Hotel tax 
Criteria 

Land 
transfer 

tax 

Targeted 
consumption 

taxes 

Billboard 
tax 

Vehicle 
registration 

tax 

Fairness  Depends NA   

Responsiveness  - -  X 
Autonomy/Accountability      
Service 
correlation/Jurisdictional 
Spillover  X X   

Economic Neutrality      

Adaptability     - 
Stability     - 
Administrative Efficiency  X    

While MFOA does not endorse any specific tools, it looks forward to progress on the revenue 
front. Municipalities require new revenue tools to respond better to local circumstances and 
these tools should not be limited to the GTHA. Further, these tools should improve the 
resiliency of the existing local government finance system by maintaining and building on its 
strongest features. 

It is unlikely that providing the authority to raise additional taxes will solve the municipal 
infrastructure deficit in the Province. However, a larger municipal revenue toolbox could “reduce 
the pressure on the property tax base to fund services that would be more appropriately 
financed in other ways” (Kitchen and Slack, 2003, p. 2223).  While this is true in urban Ontario, 
it is unlikely that these revenue sources would be adopted in many rural parts of the province 
and they would not have a significant revenue yield in any event.  New revenue sources are 
generally of use to urban Ontario. 

Recommendation: Amend the Municipal Act, 2001, to include a broad 
power to impose taxes beyond the property tax as is found in section 
267 of the City of Toronto Act, 2006 and a hotel/accommodation tax.  
The power to impose non-traditional taxes must also include any 
ancillary enforcement powers as well as powers to impose fines and 
penalties in cases of non-compliance.  

Changes to Existing Provisions of the Act to Enhance Revenues 
Several sections in the Act or its regulations dealing with revenue have either never had 
regulations to give them force, have a regulation that is out of date, or should be amended. 
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Section 323: Heads and Beds 
A number of properties in Ontario are subject to taxation, but not based on current value 
assessment.  These properties, which are identified in section 323 of the Act, include: 

• Colleges and universities 
• Public hospitals or provincial mental health facilities 
• Correctional institutions, and 
• Residences for the developmentally disabled 

 
For these types of properties the tax is determined by applying a regulated rate against the 
number of students (universities, colleges) or beds (correctional facilities, residences for the 
developmentally disabled).  Subsection 323(10) gives the Minister of Finance the authority to 
establish the applicable rate by regulation. 
 
Currently the rate is set at $75.  This rate was established in 1987 and has not been adjusted in 
the subsequent 25 year period. MFOA has previously recommended that this rate be adjusted 
to reflect inflation over the period.  Others have also recommended such changes. 
 
Based on the Ontario consumer price index, the rate should be approximately $140 when 
adjusted for the index’s inflation.  
 

 
Chart I: Heads and Beds Rate Adjusted for Inflation 
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Since the rate remained constant, 

• In 2013, municipalities lost $48M in potential revenue  
• Between 1987 and 2014, the cumulative municipal loss was approximately $695M 

 
Had the rate been adjusted every 5 years between 1987 and 2014, the cumulative municipal 
loss would drop to approximately $102M.  
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Recommendation: That the current “Heads and Beds” rate of $75 be 
phased-in to $140 beginning in 2016 and reset every 5 years with 
each review of the Municipal Act, reflecting inflation in the consumer 
price index.  

Road pricing 

This subsection reviews two methods of road pricing: toll highways and congestion charges. 

Section 40: Toll Highways 
Subsection 40(1) of the Municipal Act, 2001, states that: 

40. (1)  A municipality may,
(a) designate a highway as a toll highway; and
(b) operate and maintain the designated highway as a toll highway.

Notwithstanding this grant of power, Subsection 40(2) states that “a municipality does not have 
the power to designate, operate and maintain a highway as a toll highway until a regulation is 
made under this section.”   Subsection 40(3) provides for broad regulation authority for the 
Lieutenant Governor in Council. 

This provision has been in the Act for over 10 years.  It is time that regulations were considered 
under this section of the Act as part of a discussion about financing roads and public transit.19 

Congestion charges 
Congestion costs the GTHA more than $6 billion each year, and it costs Ottawa-Gatineau $200 
million a year.20 Congestion pricing, such as the use of road tolls, can have an important impact 
on congestion.  

Congestion pricing provides an incentive for motorists to change their commuting behaviour. 
When faced with tolls during peak periods, many commuters will choose to flex their work hours 
to avoid peak periods, take public transit, telecommute, or look for work closer to home.  
People may also choose to commute as usual, but they will now benefit from shorter commute 
times. Pricing our collective resources appropriately allows us to use them more efficiently, i.e., 
less people trapped in traffic allowing them to do more productive things.21 

Congestion pricing supports municipal and provincial objectives such as good air quality, 
promotion of transit, and reduction in sprawl.  Congestion charges can also be linked to 
municipalities on the basis that the sources of the charges impact municipal expenses, including 
costs related to health, road, and transit. Depending on the technology used, the administration 
of congestion charges could involve costs for roadside infrastructure and operation, in-vehicle 
equipment and calculation of charges.  

19 Kitchen, H. M. & Lindsey, R. (2013). Financing Roads and Public Transit in the Greater Toronto and 
Hamilton Area.  Report Prepared for the Residential and Civil Construction Alliance of Ontario. 
20 Province of Ontario. (n.d.) Moving Ontario Forward: Modernizing our infrastructure. Retrieved from: 
http://www.ontario.ca/government/moving-ontario-forward 
21 Wood, Joel. (2012). Canadian cities can look to London and Stockholm for traffic solutions. Fraser 
Forum, 11-12. 

http://www.e-laws.gov.on.ca/html/statutes/french/elaws_statutes_01m25_f.htm%23s40s1
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Using evaluation criteria, 
• Efficiency: In theory, tolling individual roads is optimal for either congestion relief or

revenue generation if all roads can be tolled and the tolls can be freely differentiated by
road, time of day, and vehicle type.

• Accountability and transparency: Like parking fees, road tolls are accountable because
of the link between payment and consumption of a service.

• Consistent, sustainable revenue yields: Toll revenues are similar in consistency and
sustainability to revenues from parking fees. Both vary roughly in proportion to the
amount of vehicle travel.

• Fairness or equity: The equity effects of tolling are sensitive to how it is implemented.
Horizontal equity generally improves with geographical scale and availability of
alternatives. Tolling all 400-series highways would spread the benefits and costs of
tolling more evenly through the region. Equity will also be affected by how much
investment in roads and public transit occurs.

• Ease of implementation: Road pricing will be more costly and difficult to implement than
existing and well-established revenue sources.

• Ease of administration: The costs depend on various factors including the technology
used, the number of vehicle categories that are distinguished, time variation in tolls, and
so on. 22
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Section 305: Sale of Debt 
Subsection 305(1) of the Act states that: 

305. (1)  A municipality may sell any prescribed debt payable to the municipality to any
other person in accordance with the prescribed rules and conditions. 2001, c. 25,
s. 305 (1); 2002, c. 17, Sched. A, s. 48 (1).

Subsection 305(2) grants the Minister of Municipal Affairs and Housing the power to issue 
regulations to prescribe the types of debt for the purposes of section 305.  To date, no 
regulations have been issued.  We recommend that regulations be issued.  

Section 110: Agreements for Municipal Capital Facilities 
Section 110 of the Municipal Act was introduced to empower municipalities to enter into 
agreements for municipal capital facilities. The section was promoted as an additional method of 
financing for Ontario municipalities and included the authority to privatize municipal assets. 

22 Kitchen, H. M. & Lindsey, R. (2013). Financing Roads and Public Transit in the Greater Toronto and 
Hamilton Area.  Report Prepared for the Residential and Civil Construction Alliance of Ontario. 

Recommendation: The Province should issue regulations under 
subsection 40(3) of the Municipal Act, 2001 to permit municipalities 
to adopt road pricing mechanisms. 

Recommendation: The Province should issue regulations to permit 
the sale of debt as provided in section 305. 

http://www.e-laws.gov.on.ca/html/statutes/french/elaws_statutes_01m25_f.htm%23s305s1
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As an example, the Town of Milton used agreements under Section 110 to facilitate servicing of 
various municipal assets within the Town’s secondary plan areas. The agreement encompassed 
services, timing, funding, development charge contributions, and voluntary payments, among 
other items. The agreement ensured cost sharing arrangements with all developing landowners 
within the secondary plan area.   

In 2006, restrictions were added to Section 110 which limited the provision of municipal capital 
facilities to situations where specific conditions applied. 

The limitations placed on Section 110 do not align with the Act’s spirit of broad powers. Further, 
several issues have arisen from the addition of restrictive conditions, including questions as to 
whether: 

• All municipal agreements involving capital require one of the four triggers in subsection
110 (1)

• In situations when a trigger is not included, does it mean that a municipality may not
enter into an agreement for capital?

• Does the change in legislation invalidate former agreements entered under the former
wording of subsection 110(1), which said:

110. (1) A municipality may enter into agreements for the provision of municipal
capital facilities by any person, including another municipality.  2001, c. 25, s. 110 (1).

We recommend returning to the original wording of section 110. 
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Section 203: Power to Establish Corporations 
Section 203 of the MA provides municipalities the authority to establish corporations in 
accordance with O. Reg. 599/06.   

Our members have suggested that one of the most significant barriers inhibiting the 
establishment of municipal services corporations is the restrictive ownership structure 
prescribed in O. Reg. 599/06. Currently, Canadian municipalities outside of Ontario cannot 
partly or fully own Ontario municipal services corporations; Ontario municipalities cannot sell 
shares to the public; and Ontario corporations may not be able to partner with other entities.  

Members have suggested that the province consider amending O. Reg. 599/06 to reflect 
changes proposed to the ownership structure of electricity distributors in Section 16 of Bill 112 
An Act to amend the Energy Consumer Protection Act, 2010 and the Ontario Energy Board Act, 
1998. The proposed amendment repeals section 73 of the Ontario Energy Board Act, 1998. 

Recommendation: That subsection 110(1) be amended to: A 
municipality may enter into agreements for the provision of 
municipal capital facilities by any person, including another 
municipality. 
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Another issue brought to our attention is the prohibition of using municipal services corporations 
for the provision of long-term care homes. We do not understand the restriction and believe it 
warrants reexamination.   

If the province is interested in encouraging municipalities to take advantage of Section 203 of 
the MA, the province should reconsider the restrictions placed on municipal services 
corporations. MFOA encourages a review of O. Reg. 599/06. 

Section 418: Investment 
A municipality does not have the power to invest under section 418 of the Act in a security other 
than a security prescribed under Ontario Regulation 438/97 “eligible investments”. O. Reg. 
438/97 also covers related financial agreements, including forward rate agreements. 

Eligible investments 
MFOA has a keen interest in municipal investment powers since it provides investment pooling 
services to the municipal sector in partnership with the LAS, a wholly owned subsidiary of the 
Association of Municipalities of Ontario (AMO). Matters related to investment are routinely dealt 
with at the provincial-municipal Debt and Investment Committee representing municipalities, 
associations, investment dealers, rating agencies and several provincial ministries.23 

MFOA, AMO, and other municipal members, submitted proposals to the Debt and Investment 
Committee for amending O. Reg. 438/97 Eligible Investments and Related Financial 
Agreements. Our position paper is set out in Appendix D. 

In addition to the proposed amendments found in MFOA’s position paper, MFOA recommends 
the following changes to the regulation: 

• Prudent investor status: For many years, MFOA has been advocating for prudent
investment standard to be applied to the One Investment Program. Our analysis shows
that prudent investor status would result in an increase in the diversity of investments
held by the program, which would mitigate some risks to the municipal sector and likely
lead to greater rates of return.

• To invest in US dollar denominated securities: The current wording restricts
municipalities from having a US dollar denominated account held at a Canadian
institution. While this limitation is problematic for all municipalities, it is especially
constraining for municipalities close to the US border that engage in US dollar
transactions regularly.

23 The ONE Investment program is an investment pool run jointly by the CHUMS Financing Corporation (a 
subsidiary of the MFOA) and LAS (a subsidiary of AMO). 

Recommendation: That O. Reg. 599/06 Municipal Services 
Corporations be reviewed. 

mailto:http://www.oneinvestmentprogram.ca/wcm/OneInvestment/Home/OneInvestment/Home.aspx
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Recommendation: That O. Reg 438/97 be amended as set out in the 
CHUMS/LAS submission to the Debt and Investment Committee 
(Appendix D) and that the regulation be amended to provide: One 
Investment Program with prudent investor status; and the authority 
to invest in US dollar denominated securities.   

Forward rate agreements 
O. Reg. 438/97 also deals with commodity hedges and other financial agreements.  Hedges are
recognized as a technique for fixing the price of needed commodities into the future, but there
has always been a concern that hedging could encourage commodity price speculation at the
municipal level. MFOA recommends that municipalities be granted the authority:

• To unwind commodity hedges: Hedges are recognized as a technique for fixing the price
of needed commodities into the future, but there has always been a concern that
hedging could encourage commodity price speculation at the municipal level.
Legislators’ fear of speculation can lock municipalities into commodity hedges that no
longer make business sense. A municipality with the sophistication to engage in hedging
activities should be granted the authority and flexibility to unwind commodity hedges
when the market acts in unexpected and unprofitable ways.

• To extend settlement period of bond forward agreements: Municipalities’ inability to enter
into bond forward agreements with settlement periods 180 days or longer is unduly
constraining. Settlement periods should be extended to 365 days to enable
municipalities to lock in interest rates, when applicable.

• To collapse or sell bond forward agreements: Similar to the rationale for providing the
authority to unwind commodity hedges, municipalities should be granted the authority
and flexibility to collapse or sell bond forward agreements when appropriate.

Recommendation: That O. Reg 438/97 be amended to provide the 
authority to: unwind commodity hedges; extend settlement period of 
bond forward agreements to 365 days; and collapse or sell bond 
forward agreements. 

Regional Variation 
Question: Do regional variations (e.g. economy, geography, demographics) 
present barriers to municipalities achieving long-term financial sustainability? If 
so, how can these challenges be addressed in the Municipal Act? 

Municipalities in Ontario exhibit significant variations on many different fronts, including amount 
of tax revenue collected, population size, infrastructure base, size of municipal staff, trends in 
population growth, area, tangible capital assets per capita, and trends in labour force growth. 
Table 5 illustrates the significant degree of variation over just a handful of potential indicators. 
Ontario municipalities differ in terms of nature, rural vs. suburban vs. urban, economic profiles, 
and geography, among other factors.  
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Table 5: Summary statistics about the province 

 
 
The mid 1990s saw a significant period of municipal consolidation in Ontario which went from 
832 municipalities to our current number of 444. Notwithstanding this level of consolidation, 
Ontario continues to have many small municipalities.  As the Chart 1 below indicates, Ontario is 
a highly urban province where most people live in a handful of urban municipalities but there 
remain a very large number of small municipalities where relatively few people live. 
 
Chart 1: Population Distribution by Population Thresholds 

 

                                                           
24 2013 Financial Information Return. Retrieved from: http://csconramp.mah.gov.on.ca/fir/Welcome.htm  
25 Ontario Chamber of Commerce. (n.d.). 2015 Regional economic outlook: Summary of Ontario. 
Retrieved from: http://www.occ.ca/Publications/2015-Regional-Economic-Outlook/Ontario.pdf 
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 Minimum Maximum Mean Median 
2013 Own purpose taxation $65K (Brethour) $3.7B (Toronto) $40M $4.9M 
2013 Households 49  

(Thornloe) 
1.1M (Toronto) 18K 3.4K 

2013 Cost of tangible capital assets $341K 
(Mattawan) 

$18.2B 
(Toronto) 

$282M $42M 

2013 Municipal staff (FT, PT & 
seasonal)24  

1 (Mattawan, 
Thornloe, 

Kerns) 

59,302 
(Toronto) 

529 78 

Estimated population change by 
economic region (2012-2016)25 

-1% 
(NE, NW) 

6% (Toronto) 2% 2% 

Estimated labour force change by 
economic region (2012-2016) 

-1% (NE) 8% (Muskoka-
Kawarthas) 

2% 0% 
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Table 6 shows that over 60% of municipalities in Ontario have populations less than 10,000. 
There are 132 that have 2,500 or fewer and 107 of these (81%) are in the north.  Small 
municipalities face a number of challenges that are different from urbans.  Many of these 
jurisdictions having staffing challenges and they may also have modest assessment bases.  In 
some instances these challenges are coupled with large land areas that push up service 
delivery costs. 
 
Table 6: Distribution of Municipalities by Population Range and Region 

 
 

  Population Ranges     
  0 2,501 5,001 7,501     
  to to to to   % Prov 
Regions 2,500 5,000 7,500 10,000  Total  Total 
Eastern 16 25 19 11 71 16.0% 
Western 6 12 19 15 52 11.7% 
Central 3 5 3 4 15 3.4% 
Northeast 84 10 4 2 100 22.5% 
Northwest 23 5 2 2 32 7.2% 
Total 132 57 47 34 270 60.8% 
% Prov Total 29.7% 12.8% 10.6% 7.7% 60.8%   

All of these variations coupled with the unique history of municipalities are what give each 
Ontario municipality its special character and why each municipality may present a distinct set 
of challenges. It is also why flexibility and broad permissive powers are so important in 
municipal legislation.  In our view, the resource challenges (financial, staff capacity) are the 
most serious issues and these are difficult to address through amendments to the Municipal Act.  
From a legislative perspective, an Act that has broad powers, broadly interpreted, will give 
municipalities flexibility to deal with their unique circumstances.  Other measures, such as 
targeted intergovernmental transfers and capacity building initiatives, will also be required. 
 

Conclusion 
 
MFOA has specified recommendations with respect to the following areas of the Act: 
 

• New revenue tools 
• Changes to existing tools 
• Investment powers 
• Regional variation challenges 

 
MFOA supports a broad review of revenue sources.  Municipalities are moving to long-term 
financial planning and asset management, therefore we support a review of new revenue 
sources for all municipalities as well a general review of provincial transfer programs and 
processes to ensure that provincial transfers are made in a way that supports provincial 
objectives for financial sustainability, including long-term financial planning and municipal asset 
management. 
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Appendix 
 

Appendix A: Municipal Legislation Review Public Consultation Discussion Guide Questions 
Page Theme Question 
8 Accountability • Do you know whether your municipality or school board has a code of conduct? If so, 

and does it seem to be working effectively? 
transparency • Do you think there should be a greater range of penalties for violating a code of 

conduct? 
9 Accountability • Are there gaps in the current municipal accountability and transparency system?  

and • What kinds of tools would support greater accountability and transparency in local 
transparency government? 

11 Accountability • How might conflict of interest rules be made clearer for municipal officials and the 
and public?  
transparency • Do you think the current rules prevent municipal councillors from participating in 

municipal decision making too often? Do you feel that your own councillor/board 
member (e.g. school trustee) has been able to represent your interests at meetings 
given these conflict of interest rules?  

• Do you think municipal councillors need more support to comply with conflict of 
interest rules? For example, having a municipality make expert or legal advice 
available to them.  

• How could public access to the decision-making process about conflicts of interest 
be improved?  

• What do you think are the appropriate penalties for violating conflict of interest rules?  
• Who should enforce municipal conflict of interest rules? 

12 Accountability • Do you think there should be more options for municipal councils to use technology 
and in holding meetings? (e.g., internet video conferences?) Please provide examples.  
transparency • Do you think that the public has appropriate access to council meetings? How could 

municipal council meetings be more transparent?  
• Under what circumstances do you think it is appropriate for council to discuss 

matters in private? (e.g. personal information, security of the municipality) 
• Overall, what do you see as the province’s role in supporting municipal and local 

board accountability and transparency? What do you see as your municipality’s role?  
• How effective are the accountability and transparency requirements in the Municipal 

Act, City of Toronto Act and Municipal Conflict of Interest Act?  
• How might accountability and transparency rules be made clearer for municipal 

officials, board members and the public? 
21 Municipal • Do you feel your municipality is able to effectively plan for and prioritize its 

Financial investments in infrastructure (e.g. roads, bridges, water systems, public transit) and 
Sustainability its spending on services (e.g. fire, police, water, garbage, public health, recreation 

programs)?  
• Municipalities have a number of options when deciding how to pay for services and 

projects (e.g. property tax, user fees). Do you feel your municipality is using the right 
mix of revenue sources to pay for local services and invest in infrastructure?  

• Are there changes to current tools that could contribute to municipal financial 
sustainability (i.e. ability to meet current and future financial needs)?  

• Do regional variations (e.g. economy, geography, demographics) present barriers to 
municipalities achieving long-term financial sustainability? If so, how can these 
challenges be addressed in the Municipal Act? 

24 Responsive • What steps is your council taking to improve the quality of municipal services or to 
and Flexible save money in the way municipal services are provided to the community?  
Government • Are you aware of any challenges and/or barriers that may prevent your council from 
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Page Theme Question 
providing municipal services, such as economic development, roads or parks, in a 
more effective and/or innovative manner? 

25 Responsive 
and Flexible 
Government 

• Has your local council integrated climate change considerations in its policies, 
programs and decision making processes?  

• What tools do municipalities need to address climate change mitigation and 
adaptation?  

• Are you aware of any challenges and/or barriers that your council is facing in 
implementing initiatives related to climate change? 

26 Responsive 
and Flexible 
Government 

• Does the Municipal Act process for changing regional municipal council 
representation allow regions to respond to changing demographics and/or rapid 
population growth? If not, do you have suggestions for how these issues can be 
addressed?  

• How can local bodies, such as community councils, best be used to increase 
community input in municipalities? 
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Appendix B: Distribution of Local Government Tax Revenues, Selected OECD Countries, 
2007 (%)26 

 

Taxes on 
income, 
profits, and 
capital gains 

Taxes on 
payroll 
and 
workforce 

Real  
property  
taxes 

Other 
property 
- related 
taxes 

Taxes 
on 
goods 
and 
services 

Other 
taxes 

Total 
tax 
revenue 

Federal countries 
Australia 0 0 100 0 0 0 100 
Austria 31.2 20.7 5.1 5.9 32.4 4.7 100 
Belgium 71.4 0 16.5 0 11.8 0.3 100 
Canada 0 0 86.8 7.6 2.2 3.4 100 
Germany 80 0 14.6 0 5.3 0.1 100 
Mexico 0 0.2 52.2 36.4 1.5 9.8 100 
Spain 22.8 0 21 8 44.3 3.9 100 
Switzerland 84.6 0 2.5 12.7 0.2 0 100 
United States 5.8 0 70.9 0 23.3 0 100 
Unitary countries 
Czech Republic 55.7 0 2.6 0 41.7 0 100 
Denmark 90.4 0 9.5 0 0.1 0 100 
Finland 94.7 0 5.2 0 0 0.1 100 
France 0 6.8 40.4 10.5 18.4 23.9 100 
Greece 0 0 26.1 30.3 43.6 0 100 
Hungary 0 0.2 11.5 9 79.2 0 100 
Iceland 73.6 0 15.4 0 10.9 0 100 
Ireland 0 0 100 0 0 0 100 
Italy 21.5 0 11.7 1.4 29.5 36 100 
Japan 55.5 0 24.7 1.2 17.7 0.9 100 
Korea 17 1.4 14.5 33.3 21.8 11.9 100 
Luxembourg 90.1 0 4.5 3.2 1.5 0.7 100 
Netherlands 0 0 55.6 0 44.4 0 100 
New Zealand 0 0 88.7 0 11.3 0 100 
Norway 87.5 0 4.5 6.3 1.7 0 100 
Poland 62 0 25 0.6 7.4 5 100 
Portugal 21.6 0 28.5 26 23.1 0.9 100 
Slovak Republic 73 0 12.4 0 14.6 0 100 
Sweden 100 0 0 0 0 0 100 
Turkey 31.4 0 8.5 3.5 41.6 15 100 
United Kingdom 0 0 100 0 0 0 100 

                                                           
26 Slack, Enid. (2010). The Property Tax ... in Theory and Practice. Institute on Municipal Finance and 
Governance. Retrieved from: 
http://munkschool.utoronto.ca/imfg/uploads/72/property tax paperwithlogos.pdf  

http://munkschool.utoronto.ca/imfg/uploads/72/property_tax_paperwithlogos.pdf
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Appendix C: Tax Tools and Revenue Sources Available, Employed, or that Benefit the 
Cities27 

 
Seattle Salt Lake Denver Lincoln Boise Minneapolis 

       Property Tax: General Property √ √ √ √ √ √ 
Property Tax: Special Assessments √ √ √ √ √ √ 
Property Tax: Special Business √   √       
Property Tax: All Other     √       
Sales Tax: General Retail √ √ √ √ 

 
√ 

Selective Sales Tax: Lodging   √ √   √ √ 
Selective Sales Tax: Restaurants √ √ √     √ 
Selective Sales Tax: Liquor √   √     √ 
Selective Sales Tax: Entertainment √   √     √ 
Selective Sales Tax: Car Rentals √ √ √       
Selective Sales Tax: Gambling √     √   √ 
Selective Sales Tax: Other √   √       
Business Tax: Utilities/Franchise √ √ √ √ √ √ 
Business Tax: Gross Receipts √ 

 
√ 

   Business Tax: Employee Tax √ 
 

√ 
   Business Tax: Other √ √ 

 
√ 

  Other Tax: Real Estate Transfer √   √       
Other Tax: Motor Vehicles √ √ √ √ √   
Other Tax: All Others √   √   √   
Tax-sharing: Income Taxes 

      Tax-sharing: General Sales Tax √ 
  

√ √ 
 Tax-sharing: Fuel Taxes √ √ √ √ √ √ 

Tax-sharing: Motor Vehicle Taxes 
  

√ √ √ √ 
Tax-sharing: Lodging Sales Tax √ 

     Tax-sharing: Liquor Taxes √ 
   

√ 
 Tax-sharing: Tobacco Taxes 

  
√ 

   Tax-sharing: Other Taxes √ 
 

√ √ 
   

  

                                                           
27 Vander Ploeg, Casey. (2002). Big city revenue sources: A Canada-U.S. comparison of municipal tax 
tools and revenue levers. Canada West Foundation. Retrieved from: http://cwf.ca/pdf-
docs/publications/Big-City-Revenue-Sources-September-2002.pdf 
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Appendix D: Section 418 Investments 
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The Board has had several discussions about the Ministry’s Municipal Legislation Review and makes 

this initial submission which addresses both the Municipal Act and the Conflict of Interest Act.   

We recognize that the Ministry is likely to receive input from others outside municipal government 

in response to the review of the authorities, accountability and transparency elements.  We’d be 

pleased to provide practical, operational commentary to the Ministry on the input of others.  At the 

end of the day, the ability to implement policy is just as important as any policy change itself.  New 

policy needs the lens of operational considerations so that consequences are understood and can 

be avoided at best or mitigated.  

 
A. Municipal Act Review 

 
Background: 
 
The current framework of the Municipal Act sets out the broad powers of municipal government, 

spheres of jurisdiction as well as natural person powers, all of which are the outcomes of previous 

major change to the Act.   

 

These were changes that municipal governments had championed for years.  A more modern Act 

was introduced, ending a legislative framework that for far too long told municipal governments 

how to do their business in very specified detail, treating all municipal governments in the same 

manner.   

 

AMO, along with various staff associations1 worked together and in the fall of 2004 established nine 

key principles to direct the Province in the review of the Municipal Act, 2001 and any future 

legislation affecting municipalities in Ontario.  Those principles are:  

 
Principles for a Mature Provincial-Municipal Relationship:  
 

1. Municipalities are responsible and accountable governments. 

2. New legislation shall enhance existing municipal powers. 

3. The Province shall stop micromanaging municipal governments.  

4. Where there is a compelling provincial interest the Province shall, when regulating 

municipal government, define at the outset that interest.  

5. Provincial legislation shall be drafted with the expectation of responsible municipal 

government behaviour and not as a remedial tool.  

6. Accountability means mutual respect between municipal government, the Province 

and other public agencies.  

                                                
1Association of Municipal Clerks and Treasurers of Ontario (AMCTO), the Municipal Finance Officers’ Association (MFOA), the Ontario Municipal 
Administrators’ Association (OMAA), the Municipal Law Departments Association of Ontario (MLDAO) and the Ontario Good Roads Association (OGRA), 
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7. Resources for municipal governments shall be sustainable and commensurate with 

the level of responsibility.  

8. The Municipal Act shall include principles that will protect the Municipal Act and 

municipal powers from provincial legislation.  

9. The Province shall commit to increasing the understanding and awareness of 

municipal government within all ministries. 

 
The review commenced in 2005 by then Premier, Hon. Dalton McGuinty was done with special 

attention to ensuring the province was not micro-managing municipalities.  On more than one 

occasion, the Premier said that he was not elected to run municipal government but rather that is 

what municipal elections served.  There was mutual agreement that providing a municipal 

governing framework that permitted local solutions within the context of local circumstances would 

be better than a top down, provincially prescribed rules based, one-size fits all approach, which was 

the historical approach of the Act.   

 

The nine (9) principles above guided that work and AMO made significant recommendations to the 

government during the pre-consultation phase and in its submission to the Standing Committee on 

General Government.  Many of those recommendations found their way into the 2006 legislation 

(Bill 130, Municipal Statute Law Act) which took effect January 1, 2007.  It required a municipal 

council and administration to be less reliant as a ‘ward’ of the province and to use its ‘own legs’ – 

determining the policy and procedures that made sense within the community and to change them 

when needed.  

 

With the changes to the Act in 2006, the province moved a good distance to end its 

micromanagement approach and AMO saw it “as yet another milestone in the advancement of a 

more collaborative and respectful relationship.”  Greater local authority and greater choice meant 

better local responsibility.  It certainly helped reduce the number of Bills including private member 

Bills being introduced in the House to deal with a local matter as one example of the benefit of the 

new framework.  

 
 
Today: 

AMO’s principles used 10 years ago still hold true for this five-year review and the Board has re-

confirmed them.   

Basically, the Municipal Act’s framework is working well and there is no major overhaul needed, but 

rather some clarity and some additional authority.    
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In addition to this submission, we will be looking at some technical amendments being developed 

by several staff associations, in particular the Municipal Finance Officers Association’s review of the 

financial areas of the Act and we will provide further comment.  

In considering the above, AMO’s recommendations in this initial submission on the Municipal Act 

are: 

 

1. As a measure to help diversify the municipal revenue base, incorporate into the Act the 

taxing authority that resides in the City of Toronto Act.  In making this recommendation, 

AMO wishes to make it clear that this additional permissive taxing authority may be helpful 

to several municipal governments but it will not bring fiscal sustainability across Ontario, 

even to those that might use some of that authority.  We have witnessed the campaigns of 

special interest groups, e.g., real estate industry against the use of the land transfer tax, 

which is the vulnerability of such authority.   
_____________________________________________________________________________________ 

City of Toronto Act 

267.  (1)  The City may, by by-law, impose a tax in the City if the tax is a direct tax, if the by-law satisfies the criteria 
described in subsection (3) and if such other conditions as may be prescribed are also satisfied.  2006, c. 11, Sched. A, 
s. 267 (1). 

Exclusions, types of tax 

 (2)  The City is not authorized to impose any of the following taxes: 

1. A tax imposed on a person in respect of the person’s income, revenue, profits, receipts or other similar amounts. 

2. A tax imposed on a person in respect of the person’s paid up capital, reserves, earned surplus, capital surplus or any 
other surplus, indebtedness or in respect of similar amounts. 

3. A tax imposed on a person in respect of machinery and equipment used in research and development or used in 
manufacturing and processing and in respect of any assets used to enhance productivity, including computer hardware and 
software. 

4. A tax imposed on a person in respect of remuneration for services, including non-monetary remuneration, that is 
paid or payable by the person or that is conferred or to be conferred by the person. 

5. A sales tax imposed on a person in respect of the acquisition or purchase of any tangible personal property, any 
service or any intangible property, other than a tax imposed on the person, 

 i. for the purchase of admission to a place of amusement as defined in the Retail Sales Tax Act, 

ii. for the purchase of liquor as defined in section 1 of the Liquor Licence Act for use or consumption, 

iii. for the production by the person of beer or wine, as defined in section 1 of the Liquor Licence Act, at a brew on premise 
facility, as defined in section 1 of that Act, for use or consumption, or 

iv. for the purchase of tobacco as defined in section 1 of the Tobacco Tax Act for use or consumption. 

6. A tax imposed on a person in respect of lodging in or the use of the rooms or other facilities of a hotel, motel, hostel, 
apartment house, lodging house, boarding house, club or other similar type of accommodation, including a tax in respect of 
services provided by the owner of the accommodation that are related to the lodging or that are related to the use of the rooms 
or other facilities, but not a tax described in subparagraphs 5 i to iv. 

7. A tax imposed on a person in respect of the acquisition of any gas or liquid that may be used for the purpose of 
generating power by means of internal combustion and in respect of any special product or any substance that may be added 
to the gas or liquid. 

8. A tax imposed on a person in respect of the person’s consumption or use of energy, including electricity. 

9. A tax on a person’s wealth, including an inheritance tax and a tax in respect of, 

http://www.ontario.ca/fr/lois/loi/06c11#s267s1
http://www.ontario.ca/fr/lois/loi/06c11#s267s2
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 i. the total value of assets or the total value of two or more classes of assets owned by the person, or 

ii. any monetary assets or financial instruments owned by the person. 

10. A poll tax imposed on an individual by reason only of his or her presence or residence in the City or in part of it. 

11. A tax on the generation, exploitation, extraction, harvesting, processing, renewal or transportation of natural 
resources. 

12. A tax on the supply of natural gas or artificial gas. 

13. A tax on the use of a highway (as defined in subsection 1 (1) of the Highway Traffic Act) by a person in respect of 
equipment placed under, on or over the highway for the purpose of supplying a service to the public.  2006, c. 11, Sched. A, 
s. 267 (2). 

_____________________________________________________________________________________ 

 

Across Ontario, there is a significant infrastructure gap in municipal core infrastructure (over 

$60 billion).  In addition, there is other capital and operating demands such as the housing 

stock transferred to municipal governments in the late 1990s, which is not captured in this 

gap figure, nor are the recreation, park and cultural facilities that contribute to quality of life 

and vibrancy of community.   

 

The municipal fiscal challenges cannot be met with the nine cents of every household tax 

dollar that municipal governments in Ontario receive. It can only be tackled in a substantive 

manner with a more predictable and secure approach.  AMO is currently working on a 

project “What’s Next Ontario?” to develop in concert with its membership a framework for 

municipal fiscal sustainability and will share with the province the outcomes of this work as it 

develops.  In the meantime, as noted, some municipal governments may be in a position to 

utilize Toronto’s additional special tax tools authority. 

 

2. The Municipal Act must contain a better definition of a “meeting”.  The need for this has 

become readily apparent as a result of closed meeting investigations conducted under 

Section 239.  The current regime did not anticipate that closed meeting investigators would 

hold different approaches as to what constitutes a meeting for the purposes of the Act.  The 

broad definition used by the Ontario Ombudsman means that any gathering of members of 

council or a committee would constitute a meeting. For example, a delegation of council 

members to meet with a Minister could be captured by the Ombudsman’s definition.  This is 

confusing to not only councils but the people who advise them about the rules for open 

meetings as well as the public. 

 
As we did with Bill 8, we recommend that the common law definition of meeting be included 

in the Act to provide clarity and consistency for all participants.  We have suggested that a 

meeting be defined as when a quorum of elected officials gathers to deal with matters which 

would ordinarily form the basis of council or a local board or committee’s business and acts 

in such a way as to move them materially along the way.   
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The definition of meeting should not be as broad as the Ontario Ombudsman’s.  The 

Ombudsman for British Columbia has brought some common sense to this by differentiating 

between a meeting and a gathering as follows:  

 
 
 

 

“A gathering is less likely a meeting if: 
• there is no quorum of board, council or committee 
me mbers present 
• the gathering takes place in a location not under the control 
of the council or board members 
• it is not a regularly scheduled event 
• it does not follow formal procedures 
• no voting occurs and/or 
• those in attendance are gathered strictly to receive 
information or to receive or provide training 
 

A gathering is more likely a meeting if: 
• a quorum of council, board or committee members are 
present 
• it takes place at the council or board’s normal meeting place 
or in an area completely under the control of the council or 
board 
• it is a regularly scheduled event 
• formal procedures are followed 
• the attendees hold a vote and/or 
• the attendees are discussing matters that would normally 
form the basis of the council’s business and dealing with the 
matters in a way that moves them toward the possible 
application of the council’s authority.” 
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It is unfortunate that in Ontario we need to legislate what constitutes a meeting, but the 

current conflicting approaches cannot continue and a reasonable definition, one that has 

support in jurisprudence should be incorporated in the Act.    

 
3. Apply prudent investment standard to One Investment Program, which would enable this 

pooled investment authority to provide its participants with greater diversification.  It would 

provide for the management of funds based on return potential and risk rather than the 

“legal list” approach of the statute.  A legal list cannot keep pace with evolving investment 

markets.   

 

The One Investment Program has a solid track record, with a very active oversight Board and 

accountability to its participants.  It needs to move from the “legal list” to letting professional 

investment managers manage portfolios according to the market.  Prudent investment status 

would allow the municipal governments to better utilize investments as a source of revenue.  

Additional revenue would help municipal budgets and related capital financing plans.   

 

AMO and its Local Authority Services subsidiary, and the Municipal Finance Officers 

Association of Ontario have managed this pooled investment plan with solid rates of return 

for 15 years.  We have provided vast amounts of documented evidence over the years as we 

have pursued this change. Our current understanding is that the Ministry is contemplating 

giving the City of Toronto prudent investment status.  There is no barrier to the City 

participating in the One Investment Program.  If other large municipalities are designated as 

such and the One Investment Program does not receive the status, we will not be able to 

compete and the pooled program will erode, resulting in higher fees with fewer investment 

options.  AMO choses to believe that the province would not take any action that would 

undermine the investment program and three important municipal organizations.  

 

4. There are also several changes that would lend clarity and further modernize the Act.   

 

 Develop a provision to clearly provide parental leave for Mayors and Councillors by cross-

referencing the parental leave legislation.  This should be done in such a manner that 

parental leave does not require authorization from Council under the Municipal Act, and 

that it does not constitute an absence from meetings of Section 259 (1). 

 

 Permit a council to establish a policy, if it chooses, on when participation at its meetings, 

committee and local board meetings, including accessibility advisory committee meetings 

might be conducted by using telephone or video conferencing.  Section 40(7) of the 

Northern Services Board Act permits meetings by tele-conference, video-conference or 

other means of distance communication.   
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Council could include in its policy provisions related to the frequency and method of 

conferencing, other limitations and when council’s policy should be reviewed.  Where a 

council prepares such a policy, it would form part of the municipal government’s 

procedures.  There can be situations where remote participation supports the 

representative role of councillors.  It is our view that individual members of council would 

use this authority judiciously.  We recognize that this recommendation would not be 

enabled in parts of Ontario because of technology limitations, but it does reflect the 

principles articulated above.   

 

Summary:   

By and large, the Municipal Act is working well and our review did not reveal any major failings.  It 

provides municipal governments with broad authority so that councils’ policy decisions can reflect 

local circumstances and local needs as they evolve over time. These initial recommendations on 

authority are made to add some clarity and modernity and as previously noted, we will be providing 

further advice based on the technical recommendations of the various staff associations.  

 

B.  Transparency and Accountability  

 
Background:  
 
Appendix A provides a summary of the existing accountability framework within the Municipal Act 

and the Municipal Conflict of Interest Act (MCIA).  The latter Act has not had any major review over 

the years.  

  

Municipal ethics is concerned with ensuring that the standards of behaviour of municipal officials 

adhere to the core values of the municipality.  The public consistently rates municipalities as the 

most trusted order of government in Canada.  If a municipal government does not have the public’s 

trust, it then holds every reason to earn it.  Simply put, good government is best served when 

municipal governments and their designated bodies meet that goal independently rather than 

through provincial micromanagement and specific oversight.   

 

The government’s focus on accountability and transparency in this Review is related to integrity 

situations that have occurred during the last few years that have received a great deal of public 

attention.  The recommendations that follow have benefited from the insight and advice from 

municipal associations, senior municipal staff and experts on municipal governance and 

accountability, including lawyers and integrity commissioners.   
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The AMO Board believes that the following should form the desired outcomes of this review:  

 Any municipal accountability framework shall recognize that municipal governments are 

mature, responsible and accountable levels of government.  The provincial government has 

recognized municipalities both generally and specifically as responsible governments and, as 

such, any changes should not undermine this position.   

 Any municipal accountability framework should be straightforward and it should be easily 

understood by elected officials and the public.  In other words, it should not be complex or 

legalistic.  Additionally, any changes to the framework must not expose staff and municipal 

governments to increased liability.  

 Elected officials should have access to a person who is able to provide them with advice on 

potential conflicts of interest and they should be able to rely on that advice.  Certainty and 

affordability are key values in any process, including conflicts of interest.    

 An accountability framework should have safeguards to prevent and to address frivolous and 

vexatious complaints.  Without these safeguards, it could be misused for political and other 

ends.   

 

Specific Recommendations:  

In addition to the above desired outcomes, the following recommendations are being made to the 

Ministry: 

 

1. The existing municipal accountability framework is confusing and needs to be structured in a 

way that allows elected officials to understand their obligations and to conduct themselves in 

a way that complies with those obligations.  The MCIA is overly legalistic and it is difficult to 

understand, particularly by elected officials who bear personal responsibility for complying 

with the Act. 

 

2. The term “pecuniary interest” is an outdated term.  The MCIA should be updated to 

incorporate modern language and overarching principles of ethics and integrity. 

 

3. The MCIA is rather draconian and the penalties are too severe.  It should be amended to 

provide for a broader range of penalties.  Removal from office should be reserved for the 

most egregious conduct.   

 

4. Elected officials should be able to seek advice from a municipal integrity commissioner for 

MCIA as well as municipal code of conduct advice and they should be able to rely on the 

advice received.  As with the closed meeting investigation and ombudsman framework, the 

provincial integrity commissioner could be the default advisor for municipal governments.   
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5. An appointed municipal integrity commissioner should be able to investigate complaints 

related to conflict of interest matters under the Municipal Conflict of Interest Act, with the 

authority to impose penalties.   A municipal integrity commissioner can be appointed under 

the Municipal Act to deal with codes of conduct complaints.  The provincial integrity 

commissioner could act as a default investigator for those municipalities that do not appoint 

their own.  

 

6. Where an integrity commissioner has the ability to remove someone from office for an 

offence under the MCIA, there should be a process for judicial review.  

 

7. An accountability framework should give clear authority and set out safeguards to prevent 

and to address frivolous and vexatious complaints.  

 

8. Some codes of conduct are drafted to include conflicts of interest arising from a member’s 

financial interest, raising the possibility that a single action could breach both the MCIA and a 

council’s code of conduct.  Personal financial interests should be separate from code of 

conduct matters.  Codes of conduct should focus on councils’ behaviour; e.g. use of 

workplace assets, ‘gifts’, staff/council member interaction, etc. Combining all potential ethical 

matters in a code of conduct can create confusion.    

 

9. Require that accountability and transparency training is completed within 90 days of taking 

office.  Council members are already required to do mandatory training on their personal 

liabilities with respect to the Safe Drinking Water Act.  Human behaviour cannot be legislated, 

however solid upfront knowledge, the clarity of law, and reliable advice are important inputs 

to judgement and action for both elected officials and others.  

 

10. One of the outcomes of Bill 8’s amendment process is to exempt the City of Toronto from the 

‘final oversight’ of the Ontario Ombudsman.  In the Committee’s review process, it did not 

exempt other municipal governments who appoint their own municipal ombudsman.  There 

is no reasonable rationale for such a dual standard and this should be rectified.   
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Summary: 

 

The already extensive and complex municipal accountability framework should not be made even 

more complex and legalistic.  There will no doubt be differing perspectives on how to ‘reform’ the 

accountability framework, including the Municipal Conflict of Interest Act.  AMO remains open to 

discussing with the Ministry ideas for change that may come from others.   

At the end of the day, municipal governments are the most accessible and accountable order of 

government.  Any change to the accountability framework needs to complement this rather than 

detract from it.  The desired outcomes articulated above have merit and should be used in 

evaluating any legislative change. In addition, there needs to be an across-the-board view in making 

any changes to any part of the framework.   

Conclusion: 

AMO’s Board submits these comments and recommendations for consideration.  As noted, there 

may be some additional technical amendments from municipal staff associations.  As always, AMO 

is available for government to government discussions on these and any other recommendations 

the Ministry receives.  
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Appendix “A” 
 

The Existing Accountability Framework 

Ontario does not have a comprehensive statute or regulation that addresses municipal 
accountability and transparency.  Codes of conduct and integrity commissioners are addressed in 
Part V.1: Accountability and Transparency of the Municipal Act, while open meetings are addressed 
in Part VI: Practices and Procedures of the Municipal Act.  Financial conflicts of interest are dealt 
with in the Municipal Conflict of Interest Act.  Additional sources of municipal accountability and 
transparency rules include the Criminal Code, judicial inquiries/common law and, as of January 
2016, the Ombudsman Act.  

The Municipal Act 

CODES OF CONDUCT 
The Municipal Act permits municipalities to establish local codes of conduct for members of council 
and local boards.  Codes of conduct are bylaws that establish standards for ethical behaviour when 
members are acting in their official capacity and for compliance with the municipality’s rules, 
policies and procedures.  Common issues addressed in codes of conduct include relations with 
other members of council, staff and the public, gifts and benefits, confidentiality, use of property 
and discrimination/harassment.  Some codes have gone beyond these areas and touch upon 
financial interest, which can be confusing.  
 
It is up to a municipality to determine the content of its code of conduct, the complaints process 
and many of the rules around its enforcement.  However, a municipality cannot make it an offence 
to breach the code of conduct.  The only two penalties available for breaching the code of conduct 
are a reprimand or a suspension of pay for up to 90 days.  Responsibility for overseeing the code of 
conduct is normally assigned to a municipal integrity commissioner appointed by the municipality.    

INTEGRITY OFFICERS  
The Municipal Act permits municipalities to appoint the following integrity officers to help increase 
accountability and transparency at the local level:  

 Integrity Commissioner 

 Municipal Ombudsman 

 Auditor General 

 Lobbyist Registry 

 
Integrity Commissioner: A municipality may appoint an integrity commissioner who is 
independent of council to interpret its code of conduct, to provide confidential advice to members 
on their obligations under the code and other rules, procedures and policies.  In carrying out his or 
her responsibilities, the integrity commissioner may exercise such powers and perform such duties 
as are lawfully assigned by the municipality.  Generally, a municipal integrity commissioner may 
investigate an alleged code violation and make recommendations to council about penalties.  Other 
processes are in place to do this.  If council accepts the integrity commissioner’s recommendation, 
it may either reprimand the member or suspend the member’s pay for up to 90 days.  Councils do 
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not have the ability to impose other types of penalties or to make a breach of the code of conduct 
an offence punishable by law.  The Integrity Commissioner has no authority for assigning penalties; 
this is a matter for Council as a body in the public domain. 
 
Municipal Ombudsman: A municipality may appoint a municipal ombudsman to investigate 
complaints or self-identified investigations (i.e. system reviews) of matters that deal with the 
administration of the municipality and its agencies, boards and commissions.  A municipal 
ombudsman shall conduct all investigations in private and maintain confidentiality.  The municipal 
ombudsman’s power is limited to reporting and making recommendations to council.  Aside from 
Toronto, which is required to appoint a municipal ombudsman, no Ontario municipalities have 
availed themselves of this authority.  
 
Auditor General: A municipality may appoint an Auditor General who reports to council and is 
responsible for assisting the council in holding itself and its administrators accountable for the 
quality of stewardship over public funds and for achievement of value for money in municipal 
operations.  Most municipalities rely on their internal or external auditor to determine the 
municipal government’s financial picture and financial statements.  Aside from Toronto, which is 
required to have an Auditor General, Ottawa appears to be the only municipality that currently has 
an Auditor General.  The Provincial Auditor General already holds the ability to investigate use of 
provincial grant funds for a specific purpose or as a systemic review/value for money of a funding 
program.  
 
Lobbyist Registry: A municipality may establish a public registry for lobbyists, establish a code of 
conduct for lobbyists and prohibit former public office holders from lobbying for a designated 
period of time.  Toronto, Ottawa and Hamilton currently have lobbyist registries.  

OPEN MEETINGS  
Meetings of councils and local boards must be held in public, unless they fall into one of the limited 
closed meeting exemptions in Section 239 of the Municipal Act.  For example, meetings may be 
closed for discussion of matters that are before the courts, a pending purchase or sale of land, or 
personal matters about an identifiable individual.  
 
Municipalities may appoint an independent open meeting investigator to investigate whether a 
meeting was properly closed to the public.  Municipalities have appointed individuals or 
investigative services or have defaulted to the Ontario Ombudsman as the closed meeting 
investigator.   Open meeting investigations often hinge on determining whether a meeting has in 
fact occurred.   

JUDICIAL INQUIRIES  
The Municipal Act authorizes a municipality to pass a resolution requesting that a judge conduct an 
inquiry under the Public Inquiries Act, to investigate any supposed breach of trust or other 
misconduct, to inquire into any matter connected with the good government of the municipality or 
to inquire into the conduct of any part of the public business of the municipality.  In conducting an 
inquiry, a judge has the extensive investigatory powers. However, a judge does not have any 
enforcement powers; he or she can only make recommendations to the municipal council.    
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There have been two high profile municipal inquiries in Ontario in recent years.  In 2005, Justice 
Denise Bellamy delivered her report of the Toronto Computer Leasing Inquiry/Toronto External 
Contracts Inquiry.  The inquiry resulted from allegations of conflict of interest, bribery and 
corruption in the newly amalgamated City of Toronto’s procurement practices. Justice Bellamy 
found that there were a number of improprieties in the City’s dealings with its external contractors 
and she made 241 recommendations to Council.  
 
With respect to ethics, Justice Bellamy recommended that council appoint an integrity 
commissioner to provide advice to councillors and staff, investigate complaints and recommend an 
appropriate range of sanctions for misconduct.  She also recommended an expansion of the 
existing code of conduct to include broader principles and conflicts of interest and more stringent 
rules around lobbying, including the creation of a lobbyist registry.  Some of Justice Bellamy’s 
recommendations were adopted in new accountability and transparency sections of the City of 
Toronto Act and the Municipal Act during the 2006 legislation review.  
 
In 2011, Justice Douglas Cunningham released his final report of the Mississauga Judicial Inquiry, 
titled “Updating the Ethical Infrastructure”.  The second part of the inquiry stemmed from 
allegations that Mayor Hazel McCallion improperly inserted herself into a land development deal 
between the City of Mississauga and a private company in which her adult son had a financial 
interest.  Justice Cunningham found that Mayor McCallion had a “real and apparent conflict of 
interest”, but she did not breach the narrow rules laid out in the MCIA.  
 
Justice Cunningham made 27 recommendations pertaining to municipal accountability. Similar to 
Justice Bellamy, he recommended expanding the code of conduct and definition of a conflict of 
interest and appointing an integrity commissioner to provide advice, investigate complaints and 
make recommendations to Council.  He also recommended providing safeguards to preserve the 
independence of the integrity commissioner such as security of tenure and indemnification.  
 
Justice Cunningham spent a substantial amount of time discussing the MCIA and the need to clarify 
and coordinate the respective roles of integrity commissioners and judges in regulating conflict of 
interest.  Some of Justice Cunningham’s recommendations would require municipalities and staff to 
take on some responsibility for conflict of interest compliance such as publishing a list of conflicts 
and providing comfort letters to parties doing business with a municipality.  
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The Municipal Conflict of Interest Act 

The Municipal Conflict of Interest Act (MCIA) regulates how elected officials are to conduct 
themselves when they have a ‘pecuniary’ or financial interest in a matter that is being considered by 
council or a committee.  Conflicts of interest arise where there is a clash between a member’s 
private financial interest and their public duty.  When present at a meeting in which a matter is to 
be considered, a member who has a direct or indirect financial interest in the matter must declare a 
conflict of interest, describe the nature of the conflict and recuse himself or herself from voting on 
the matter.  The member is also prohibited from influencing or attempting to influence the vote on 
a matter in which they have a financial interest.  The financial interests of a member’s parent, 
spouse or child that are known to the member are deemed to be the financial interests of the 
member for the purposes of the Act.  
 
The Act provides some exceptions to the general rule on conflict of interest, including where the 
member has a financial interest in common with electors generally or where the interest of the 
member is so remote or insignificant in its nature that it cannot reasonably be regarded as likely to 
influence the member.  
 
Within six weeks of becoming aware of the conflict, an “elector” who believes that a member has 
contravened the MCIA may apply to a court to determine the question.  A judge is required to 
declare the seat of a member vacant where a conflict of interest exists, unless the judge finds that 
the member contravened the MCIA through inadvertence or an error in judgment.  While the MCIA 
provides for some additional discretionary penalties, the consequences for breaching the Act are 
severe.  Individual members bear personal responsibility for complying with the MCIA and must 
seek their own independent legal advice about potential conflicts of interest. 
 
As the MCIA is interpreted and enforced by the courts, much of the law on conflict of interest is 
found in court decisions.  Additionally, confusion arises when there is an overlap between codes of 
conduct and the MCIA.  Some codes of conduct address conflicts of interest arising from a 
member’s financial interest, raising the possibility that a single action could breach both the MCIA 
and a council’s code of conduct.  It is not often clear whether a municipal integrity commissioner 
may continue to investigate in these circumstances and how a court proceeding will affect a 
municipal integrity commissioner’s investigation.   
 

The Criminal Code 

It is a criminal offence for a municipal official to commit fraud or a breach of trust in connection 
with their duties of office.  It is also a criminal offence to corrupt a municipal official or to use 
threats, deceit or other unlawful means to influence a municipal official.  The maximum penalty for 
breaching the municipal provisions in the Criminal Code is five years imprisonment. 
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The Ontario Ombudsman Act 

 
As of January 1, 2016, the Ontario Ombudsman will have expanded oversight of municipal 
governments.  The following changes will be made to the municipal accountability framework:  

 The Ontario Ombudsman will become the default ombudsman for municipal governments 

that do not appoint a municipal ombudsman, except in the City of Toronto. 

 The Ontario Ombudsman will have ‘final oversight’ of individual complaints where a 

municipal ombudsman has been appointed, except in the City of Toronto.  

 The Ontario Ombudsman will have oversight of municipal auditors general and integrity 

commissioners.  The government has not provided clarification on the scope of the Ontario 

Ombudsman’s powers in these areas. 

 The Ontario Ombudsman will be able to conduct ‘systemic’ investigations of all municipal 

governments, including the City of Toronto. 

 The existing closed meeting investigation regime will be maintained and there will be no 

ability to refer a matter for ‘final oversight’ to the provincial Ombudsman.  The Ontario 

Ombudsman will continue to be the default closed meeting investigator where a municipality 

has not appointed a closed meeting investigator.   

 By regulation, boards of health, library boards, long-term care homes and police services 

boards are to be excluded from an Ombudsman’s oversight.  It is not clear what, if any, role 

the Ontario Ombudsman will play in enforcing codes of conduct and whether the Ontario 

Ombudsman’s role will be limited to maladministration.  There is also concern that municipal 

integrity officers will be required to breach their confidentiality requirements under the 

Municipal Act by turning over confidential documents and information to the Ontario 

Ombudsman. 

 
It is not clear what, if any, role the Ontario Ombudsman will play in enforcing codes of conduct and 
whether the Ontario Ombudsman’s role will be limited to maladministration.  There is also concern 
that municipal integrity officers will be required to breach their confidentiality requirements under 
the Municipal Act by turning over confidential documents and information to the Ontario 
Ombudsman. 
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June 11, 2015 

Mayor Jeff Lehman Mayor Frank Scarpitti 
Mayor Linda Jeffrey Mayor Gordon Krantz 
Mayor Cam Guthrie Mayor Bonnie Crombie 
Mayor Steve Parish Mayor John Henry 
Mayor Chris Friel Mayor Jim Watson 
Mayor Rick Goldring Mayor Dave Barrow 
Mayor Doug Craig Mayor Walter Sendzik 
Mayor Randy Hope Mayor Keith Hobbs 
Mayor Brian Bigger Mayor John Tory 
Mayor Fred Eisenberger Mayor Maurizio Bevilacqua 
Mayor Bryan Paterson Mayor David Jaworsky 
Mayor Berry Vrbanovic Mayor Don Mitchell 
Mayor Matt Brown Mayor Drew Dilkens 

Ladies and Gentlemen, 

You will recall during our recent meeting with the Honourable Kathleen Wynne, the Premier 

indicated she would appreciate expressions of support to back up our suggestions for change 

regarding the Municipal Act. 

Attached you will find the resolution which was passed unanimously by Oakville Council on June 

3, 2015. I am forwarding it to you for your consideration to be used as a model. 

Please keep Mayor Jeff Lehman informed of actions you take, thereby enabling LUMCO to 

continue to co-ordinate efforts and undertake successful future engagements with the Province 

of Ontario. 

Sincerely, 

Mayor Rob Burton 



 

Correspondence Request 
Item 1

 
Town of Oakville  |  1225 Trafalgar Road, Oakville, Ontario  L6H 0H3  |  905-845-6601   |   www.oakville.ca 

 

WHEREAS the strength of the Canadian economy and the livelihoods of Canadians are directly 

related to the livability of the municipalities in which Canadians live, work, raise families and 

retire and; 

WHEREAS Canadian municipalities deliver emergency and protection services through police, 

fire, and ambulance; and courts, hospitals, transit, transportation infrastructure for vehicles and 

active modes of mobility, schools, green space protection, parkland, recreation, libraries, water, 

waste water and solid waste services and economic development and infrastructure 

maintenance and renewal  and; 

WHEREAS the property tax is not a sustainable revenue source for municipalities to meet the 

many and increasing obligations and responsibilities demanded by the public, and those which 

were downloaded from the federal and provincial governments, especially the costs of growth 

and; 

WHEREAS Canadian municipalities must serve the needs of an increasingly mobile, globally-

connected, diverse population with growing complex needs and expectations that require 

increasing degrees of administrative flexibility and responsiveness and; 

WHEREAS the Province of Ontario provided the City of Toronto broad new powers and 

significant new legislative freedoms in 2006, promising to roll them out to other municipalities 

after evaluating their use in the City of Toronto and; 

WHEREAS the success of the options accorded the City of Toronto may be seen in the Province’s 

continued provision of them and the absence of any requests from the City of Toronto for 

removal of any of the provided freedom, powers, accountability or administrative options and; 

WHEREAS the Town of Oakville and other municipalities would benefit from having the same 

legislative flexibility in addressing the increased demands of Canadians, 

THEREFORE, BE IT RESOLVED 

That this Council endorses equal status for Ontario municipalities and recommends to the 

Province of Ontario that all Ontario municipalities have equal access through the Municipal Act 

and all other applicable legislation to the same powers and administrative options accorded by 

the Province to any Ontario municipality. 
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Your Worship 
Mayor Jeff Lehman 
City of Barrie 
P.O. Box 400 70 Collier Street 
Barrie ON L4M 4T5 

Dear Mayor Lehman, 

I am pleased to announce that the Government of Ontario, led by the Ministry of 
Municipal Affairs and Housing, will be reviewing four pieces of municipal legislation – 
the Municipal Act, the City of Toronto Act, the Municipal Conflict of Interest Act, and the 
Municipal Elections Act. I am writing to inform you of our plans for consultation because 
we understand the importance of engaging with municipalities during these reviews. 

As you may know, in 2004 to 2006, the government undertook reviews of the Municipal 
Act and the City of Toronto Act in close consultation with the municipal sector. These 
reviews led to significant amendments to the Municipal Act and provided the City of 
Toronto with its own legislation. Since the amendments to the Municipal Act and the 
City of Toronto Act came into effect in early 2007, all municipalities have access to 
broad powers to pass by-laws within their jurisdiction. 

The purpose of the reviews is to help ensure municipalities have the powers and 
flexibility they need to effectively and creatively serve their communities. We want to 
ensure our local governments remain strong, financially-sustainable and accountable. 

This process will integrate the reviews of the Municipal Act, City of Toronto Act, and 
Municipal Conflict of Interest Act to examine key, cross-cutting issues of interest to the 
government, municipalities, and Ontarians. The government is proposing key themes 
and questions to help identify priority areas and opportunities for exploring change 
during consultation. 

http://www.ontario.ca/MAH
http://www.ontario.ca/MAH
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As part of the Municipal Elections Act review we want to make sure that the rules 
governing how municipal leaders are elected are clear and simple, and reflect how 
modern campaigns and elections should be run. The review will also explore how we 
could give municipalities the option of using ranked ballots in their elections as an 
alternative to the current system. 

Your municipality may be interested in each of these acts broadly, or in one or more 
specific subjects. We are interested in hearing from you and your council colleagues 
about which areas of the acts are working, and where improvements to the legislation 
can be made as we continue to build strong, vibrant communities across Ontario. 

I welcome your municipality’s comments through written submissions or resolutions 
which may be sent by e-mail to municipalreview@ontario.ca or by regular mail to: 
 
Municipal Legislation Review 
Ministry of Municipal Affairs and Housing 
Local Government Policy Branch 
777 Bay Street, 13th Floor, Toronto, ON M5G 2E5 

Please note that your submission may be summarized and shared with the public as 
part of the consultation process. 
 
We are requesting your comments on the Municipal Elections Act review within the 60 
day consultation window. We are expediting this review to ensure that any changes to 
the legislation, if passed, will be completed and in place so that municipalities that wish 
to consider ranked ballot elections have sufficient time to prepare before the 2018 
election. 
 
I recognize councils may meet less frequently as summer begins and that you may wish 
to submit your comments on the reviews by resolution. For that reason, we will receive 
municipalities' comments on the Municipal Act, City of Toronto Act and Municipal 
Conflict of Interest Act review until October 31, 2015. 
 
In addition, the Ministry of Municipal Affairs and Housing will be collecting comments on 
the legislation through online discussion guides. The discussion guides provide 
additional detail about the legislation under review, and provide opportunities to 
comment directly on one or more topics of interest. 
 
The discussion guide for the integrated review of the Municipal Act, City of Toronto Act, 
and Municipal Conflict of Interest Act can be accessed at 
ontario.ca/provincialmunicipalreview. The discussion guide for the separate review of 
the Municipal Elections Act is at ontario.ca/municipalelections. 
 
I encourage you and your council colleagues to make your residents, staff, and 
stakeholders aware of the resources available online and the opportunities to comment 
as part of these reviews. 
 

mailto:municipalreview@ontario.ca


Over the summer, the Ministry of Municipal Affairs and Housing will be working to 
collect, organize, and begin analysis on what we heard from Ontarians and our 
municipal sector partners. 
 
We look forward to receiving your comments. 
 
Please accept my best wishes. 
 
 
Yours sincerely, 

 

Ted McMeekin 
Minister 
 
 
c:     Gary McNamara 
        President 
        Association of Municipalities of Ontario 
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