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SUMMARY

This report seeks Council authority for the introduction of the by-law necessary to levy
and collect taxes for the 2015 taxation year on railway roadways and rights of way and on
land used as transmission or distribution corridors owned by power utilities, totalling
approximately $7.1 million in taxation revenue, of which the municipal share is $6.5
million and the provincial education share is $0.6 million.

RECOMMENDATIONS

The Acting Treasurer recommends that:

1. City Council authorize the levy and collection of taxes for the 2015 taxation year on
railway roadways and rights of way and on land used as transmission or distribution
corridors owned by power utilities, in accordance with subsection 280 (1) of the City
of Toronto Act, 2006 and subsection 257.7 (1) the Education Act.

2. Authority be granted for the introduction of the necessary bill to give effect thereto.

Financial Impact

The 2015 levy of taxes on railways and rights of way and on power utility transmission or

distribution corridors will raise approximately $7.1 million in taxation revenue, of which
the municipal share is $6.5 million and the provincial education share is $0.6 million.
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Comparatively, the total revenue for 2014 was approximately $7.2 million, of which the
municipal portion was $6.6 million and the provincial education portion was $0.6
million.

Table 1, below, summarizes the acreage rates prescribed by the Province, the total
acreage for each group of properties, and the resulting 2015 levy on railway roadways or
rights of way and on power utility transmission or distribution corridors, with a
comparison to 2014.

Table 1: Levy Amounts for 2015 and 2014 on Railway Roadways or Rights of Way
and on Power Utility Transmission or Distribution Corridors

Rate per Acre ($) Tax Levy

Acreage
Municipal Education| Total Municipal | Education Total

2015 Levy

Canadian National Railway | $611.33 | $822.69 | $1,434.02 138.95 $84,944 | $114313 | $199,257

Canadian Pacific Railway $611.33 | $822.69 | $1,434.02 534.38 | $326,683 | $439,629 | $766,312

Power Utility — Hydro One $834.02 | $1,208.66 | $2,042.68 | 2,712.77 | $2,262,504 | $3,278,817 | $5,541,321

Metrolinx! $611.33 $0 $611.33 | 938.97 | $574,021 $0.00 | $574,021
Total 4,325.07 | $3,248,152 | $3,832,759 | $7,080,911
Adjusted Total (City retaining Education share of Hydro One levy)? $6,526,969 | $553,942 | $7,080,911
2014 Levy

Canadian National Railway | $611.33 | $822.69 | $1,434.02 138.95 $84,944 | $114313 | $199,257

Canadian Pacific Railway $611.33 | $822.69 | $1,434.02 | 53438 | $326,683 | $439,629 | $766,312

Power Utility — Hydro One $834.02 | $1,208.66 | $2,042.68 | 2,761.63 | $2,303,255 | $3,337,872 | $5,641,127

Metrolinx? $611.33 $0 $611.33 931.67 | $569,558 $0.00 | $569,558
Total 4,366.63 | $3,284,440 | $3,891,814 | $7,176,254
Adjusted Total (City retaining Education share of Hydro One levy)?2 $6,622,312 | $553,942 | $7,176,254
Change in Levy (2015 vs. 2014)

Canadian National Railway 0 $0 $0 $0
Canadian Pacific Railway No change in acreage rates 0 $0 $0 $0
Power Utility — Hydro One 2014 to 2015 -48.86 | -$40,751 | -$59,055 | -$99,806
Metrolinx! 7.3 $4,463 $0 $4,463
Total -41.56 -$36,288 -$59,055 -$95,343
Adjusted Total (City retaining Education share of Hydro One levy)? -$95,343 $0 -$95,343

1. Metrolinx was known as Greater Toronto Transit Authority (GO Transit). The Greater Toronto Services Board Act, 1998, exempted the
real property owned by Greater Toronto Transit Authority from education taxes. Pursuant to the GO Transit Act, 2001, as of January 1,
2002, GO Transit became a Crown Agency of the Province. It is exempt from property taxes but subject to payment-in-lieu of taxes for
the municipal portion of taxes only.

2. For Hydro One properties, the City retains the education portion of taxes. In the rows labelled "Adjusted Total", the education portion
for Hydro One properties has been included in the Municipal Portion of taxes. Prior to April 1, 1999, under a revenue sharing
arrangement for Ontario Hydro properties, the City retained both the education and municipal portions of taxes. Section 361.1 of the
Municipal Act was amended effective April 1, 1999 to establish that the taxes payable were included in the definition of payment-in-lieu
(PIL) properties. This allowed the City to continue to retain both the municipal and education portion of taxes, and this has been
continued under the City of Toronto Act, 2006.
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Overall, the net revenue retained by the City for 2015 has decreased by $95,343 from
2014 as the result of a reduction in the total acreage of railway and hydro corridor rights
of way from 4,366.63 acres in 2014 to 4,325.07 acres in 2015 (representing a decrease of
41.56 acres):

= Hydro One's total acreage has decreased by 48.86 acres (2,761.63 acres to
2,712.77 acres). According to Hydro One staff, portions of land from Hydro
One's right-of-way (ROW) corridors were reallocated to create new transformer
stations and to expand on an existing transformer station.

= Metrolinx's total assessable acreage has increased by 7.3 acres (931.67 acres to
938.97 acres), through the acquisition of additional lands from multiple parties for
track expansion(s) and access use.

This reduction in the acreage resulted in a corresponding reduction of $36,288 in the
municipal portion of the levy, and a reduction of $59,055 in the provincial education
portion of the levy (which is retained by the City).

The Deputy City Manager & Chief Financial Officer has reviewed this report and agrees
with the financial impact information.

DECISION HISTORY

At its meeting held on July 6, 7 and 8, 2010 City Council, in adopting Executive
Committee report EX45.10: “2010 Levy on Railway Roadways and Rights of Way and on
Power Utility Transmission and Distribution Corridors," also approved the following:

2. City Council reaffirm its position adopted in 2009 with respect to Executive
Committee Item EX33.14 and EX33.144, as follows:

"4, City Council approve seeking an amendment to:

a. Regulation 387/98 and 392/98 to require an annual inflationary adjustment
in the “mature rate”.

b. the “mature rate” prescribed by Regulation so as to phase in rate changes
that more properly reflect the market value of the land over a period of
time be reviewed.

5. City Council request the City Manager to actively pursue this matter in
concert with other municipalities in Ontario.

6. City Council authorize the Deputy City Manager and Chief Financial Officer
and the Treasurer, in consultation with Intergovernmental Relations, to work
in conjunction with the Regional Treasurers of Ontario group, the Municipal
Finance Officers' Association, the Association of Municipal Clerks and
Treasurers and the Association of Municipal Tax Collectors, to advance the
position to the Province of Ontario that railway and hydro rights of way
should be assessed and taxed on a Current Value Assessment basis.

7. Deputy City Manager and Chief Financial Officer and the Treasurer report on
their progress annually.”
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The report and decision document of Council can be accessed at:
http://app.toronto.ca/tmmis/viewAgendaltemHistory.do?item=2010.EX45.10

At its meeting held on July 16, 17, 18 and 19, 2013 City Council, in adopting Executive
Committee Report EX33.25: “2013 Levy on Railway Roadways and Rights of Way and
on Power Utility Transmission and Distribution Corridors," authorized the levy and
collection of taxes for the 2013 taxation year on railway roadways and rights of way and
on land used as transmission or distribution corridors owned by power utilities in
accordance with subsection 280(1) of the City of Toronto Act, 2006 and subsection
257.7(1) of the Education Act. At this meeting, City Council also amended the
recommendations of the report by adding the following recommendations:

2. "City Council request the Province of Ontario to enact regulations to prescribe a
levy on Railway Roadway and Rights of Way and on Power Utility Transmission
and Distribution Corridors for the 2013 taxation year, reflecting inflationary
increases since 2005 when the current mature rates were reached;

3. City Council request the Province of Ontario to adjust the rate annually in each
future year to reflect an average annual inflationary increase; and

4, City Council, should the Province enact a new rate applicable for 2013, authorize
staff to bring an amending bylaw to Council to enact the new rates."

The report and decision document of Council can be accessed at:
http://app.toronto.ca/tmmis/viewAgendaltemHistory.do?item=2013.EX33.25

At its meeting held on July 8, 9, 10 and 11, 2014 City Council adopted Executive
Committee Report EX43.23: "2014 Levy on Railway Railroads and Rights of Way and on
Power Utility Transmission and Distribution Corridors," authorizing the levy and
collection of taxes for the 2014 taxation year on railway roadways and rights of way and
on land used as transmission or distribution corridors owned by power utilities in
accordance with subsection 280(1) of the City of Toronto Act, 2006 and subsection
257.7(1) of the Education Act.

The report and decision document of Council can be accessed at:
http://app.toronto.ca/tmmis/viewAgendaltemHistory.do?item=2014.EX43.23

ISSUE BACKGROUND

Ontario Regulations 387/98 under the Municipal Act, 2001 (continued by O.Reg. 121/07
under the City of Toronto Act, 2006) and O.Reg. 392/98 under the Education Act, as
amended, have prescribed the applicable rates for railway and power utility rights of way
acreage levies since 1998. Beginning in 1998 and ending in 2005, the Province
prescribed what were termed "transition rates” each year, to phase-in changes to the
taxation level of these right of way properties, until a uniform rate was reached in 2005
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within each of eight geographic regions across the Province. The acreage tax rates
established in 2005 are called 'mature rates' and apply to all years beyond 2005.

COMMENTS

Subsection 280(1) of the City of Toronto Act, 2006 requires the City, in accordance with
the regulations, to levy an annual tax for municipal purposes on railway roadways, and
rights of way and on land used as transmission or distribution corridors owned by power
utilities.

Subsection 257.7(1) of the Education Act requires the City to levy and collect taxes based
on the rates prescribed for school purposes on the railway and power utility lands
described in subsection 280(1) of the City of Toronto Act, 2006.

Ontario Regulation 121/07 under the City of Toronto Act, 2006 and 392/98 under the
Education Act, (as amended by O. Reg 123/07), prescribe the applicable rates for 2015
for the municipal portion and education portion of taxes respectively, for railway and
power utility rights of way acreage levies.

To calculate the taxes payable on acreage properties, the City of Toronto requires the area
of each property and the applicable tax rates. The acreage figures are provided to
municipalities by the Municipal Property Assessment Corporation (MPAC) on the
returned assessment roll each year and are available for 2015.

As provided in Table 1 above, the estimated revenue for 2015 from all the railway and
power utility rights of way is approximately $7.1 million, of which the municipal share is
$6.5 million and the education share is $0.6 million. Of the $6.5 million municipal share,
$574,021 will be received in the form of payment-in-lieu of taxes from Metrolinx.

Council’s Request for Legislative Amendments

City Council, in approving the levy of railway rights of ways and hydro corridors in July
2006, and again in June 2007, June 2008, August 2009, July 2010 and July 2013,
recommended that the Minister of Finance amend regulations 387/98 and 392/98 to
require an annual inflationary adjustment in the "mature rate™ and the "mature rate"
prescribed by Regulation so as to phase in rate changes that more properly reflect the
market value of the land over a period of time.

To date, no changes have been made to the legislative or regulatory provisions to
incorporate Council’s requests for changes to the “mature” rates. Despite Council’s
resolutions, no legislative authority exists for the City to levy a tax rate other than that
permitted by the provincial regulation for 2015.

Council's position on assessment and taxation of railway and hydro corridors was
identified to the Province in the City of Toronto's submission on requested changes to the
City of Toronto Act as part of the two-year review of the Act undertaken in the fall of
2009. No legislative or regulatory changes pertaining to railway and hydro rights of
ways were made by the Province as a result of this review.
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In May 2010, staff sent a letter outlining the City’s position, together with a draft
resolution, to the Municipal Finance Officers’ Association of Ontario (MFOA), the
Association of Municipal Managers, Clerks and Treasurers of Ontario (AMCTO), and the
Association of Municipal Tax Collectors of Ontario (AMTCO - now the Ontario
Municipal Tax and Revenue Association), seeking support for the City's position. The
City's letter requested that the resolution be circulated to their membership for support.
The draft resolution was developed in consultation with the City’s Intergovernmental
Relations unit.

Additionally, staff made a presentation at the meeting of the Municipal Liaison Group
(MLG) of the Municipal Property Assessment Corporation (MPAC) in June 2010 seeking
support for the City’s position on the taxation of railway and hydro rights of ways, and a
further presentation was made in September 2010 at the annual fall conference of the
Association of Municipal Tax Collectors of Ontario (AMTCO).

In August 2013 and most recently in 2014, in accordance with Council’'s July 2013
amended recommendations for the "2013 Railway Roadways and Rights of Way and on
Power Utility Transmission and Distribution Corridors” report, City staff requested that
the Ministry of Finance consider the above noted legislative/regulatory changes in the
taxation of railway and hydro rights-of-way.

Council's position on the assessment and taxation of railway and hydro corridors will be
identified to the Province on the City of Toronto's submission on requested changes to
the City of Toronto Act as part of the five-year review of the Act.

To date, the Province has not committed to any review of the legislative or regulatory
provisions to incorporate annual inflationary changes to the “mature” rates, or the method
of taxation for railway and hydro rights of way.

CONTACT
Casey Brendon, Director, Revenue Services
Phone: (416) 392-8065, Fax: (416) 696-3778, E-mail: cbrendo@toronto.ca

SIGNATURE

Mike St. Amant
Acting Treasurer
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