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The Strategic Imperative 

46.5 Billion 
10-Year Funding Gap 

The Diagnosis 

1. Managed Austerity: 
The 2026 budget leaves $1B 
in structural pressure and 
relies on reserve draws. 

2. The Growth Paradox: 
Property taxes are flat 
while service costs grow 
with the economy. 

3. The Blind Spot: 
Lack of ward-level data 
prevents ROI tracking. 
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Toronto faces a structural mismatch: the city bears the costs of a 
senior government but relies on the revenue tools of a small town. 

The Reco1nmendations 

1. Unlock Revenue: 
Implement true Tax Increment .}'I 
Financing (TIF) and advocate / % 
for a 1% Municipal Sales 

, 0 

Tax ($360M/yr). 

2. Enforce Transparency: 
Mandate ward-level 
spending reports. 
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3. End Secrecy: \ 

I.Ila
!JiEliminate business 

confidentiality exemptions. 
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The Oi1tcome 

Path A: 
Managed Decline 
(Status Quo) 

Path B: 
Sustainable Growth 71 
(Reform) / 
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Path B 
The Clear Choice for 
Toronto's Future. 
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2026 Snapshot: Competency Within Constraints 

Political Wins Fiscal Reality 
• 2.2% Tax Increase • $1 B Remaining Structural 

(Lowest of Chow tenure) Pressure 
• TTC Fares Frozen • Deferred Investments 
• Small Business Tax Cut (Transit/Long-term Care) 

• Reliance on Reserves 
($35M from TTC stabilization) 

The Credit Rating 
Paradox 

Status: AA+ (Upgraded) 

Analysis: Rating agencies 

reward debt management, not 
infrastructure health. A city can 
maintain AA+ status while 

transit systems crumble due to 
deferred maintenance. 

Context: The pivot from a 9.5% hike (2024) to 2.2% (2026) suggests election-year calibration. 
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The Structural Trap: Why Property Tax Fails 
The widening gap between economic growth and city revenue capability. 

30 .--

City Responsibilities / 
Economic Activity 
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$1.1 Billion annual subsidy 
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Property Tax Revenue 

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 

The Problem: $1.18 of property 
tax funds senior government files 
(Social Housing, Public Health, 
Transit Operations). 

The Flaw: Property taxes do not 
capture economic upside. When 
the economy expands, the City 
incurs costs (congestion, 
demand) but captures zero value 
without rate hikes. 

The Reality: At the current deficit 
reduction pace (~$100M/year), it 
will take a decade to close the 
gap. 
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The Transparency Void: Geographic Accountability 

Toronto: NO DATA 

What We Cannot See 

• Revenue allocations by ward. 
• Return on taxpayer dollar by constituency. 
• Capital investment distribution (Inner 

NYC: Capital Plans by Community Board Chicago: Ward Menu Allocations suburbs vs. Downtown). 

Without geographic data, Council cannot assess equitable distribution or show constituents the ROI on their '" ��e� okLM 
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The Transparency Void: Contract Secrecy 

Visible Public Scrutiny 

Public Budget Documents 
(Service areas, high-level 
summaries). 

Hidden by "Business 
Confidentiality" 

\'c11dor C�o11tracts 

• Pricing Tcrn1s 
I 

I f>crfor111a11ce l\let1·ics 
' ' 

The Principle: Public dollars require 
public accountability. Vendors 

accepting government funds must 

accept transparency. 

The Compariso11: The UK and New 
Zealand publish contract details as 

standard practice. Transparency 

encourages competition; it does not 

deter it. 

The Loophole: Exemptions currently 
shield billions in spending from 

effective Council oversight. 
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The Revenue Matrix: A Strategic Toolkit 
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Quick Wins 0 
Cl 
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0 
('O • Enhanced ML TT 
.....
0 • Vacant Home Tax (3%) 

Distractions 

• Fuel Taxes (Eroding base) 

The Sleeping Giant 

• Tax Increment Financing (TIF) 

The Holy Grail 

• Municipal Sales Tax 
• Income Tax 
• Congestion Pricing 

Inter Revenue Potential Low to High 

Toronto has exhausted its 'Quick Wins'. The future lies in activating TIF and advocating for Sales Tax. 
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Unlocking Value: Tax Increment Financing (TIF) 
Capturing the private wealth created by public infrastructure. 

1. Designation 2. F1·eeze
•

City defines TIF district Base tax value is 
' around new transit frozen at current 

(e.g., Ontario Line). levels. 

4. Capture 3. Invest 
The "Increment" (New Public infrastructure 

Tax minus Base Tax) sparks private 
repays infrastructure development. 

bonds. 

The 'But For' Test: 
Ensures TIF is used 
only where 
development would 
not otherwise occur. 

Chicago Comparison: 
Chicago collects 
$660M/year in TIF 
revenue (1/3 of total 
property tax). 
Toronto collects $0. 
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Intersection 

TIF in Action: A $3.6 Billion Opportunity 

Project 1: The Ontario Line 

Orowrtall \ s«itlem
State Wash ngton Stattow Statei 

Citnwooid Coiktown Honttown 
Hamou, 

.,,,om
Stations 

Intersection Moweribasn

l•fufil@ Dinnnore 
Harbour 

Ontario Lin� 

lnte-r

I 
./ Major inlersecti on ,�--

East Harbour 

• 15 Stations (incl. Corktown, East Harbour) 
• Mechanism: High-density Transit-Oriented Communities 
• Bond Capacity: $1.0 - $1.5 Billion 

Project 2: The Port Lands 
New development zones 

in mew devek>pments 
Remedlated land 
(slate olher ground) 

New de-velopment 
development (zero 
base value} 

• 240 hectares of remediated land 
• Mechanism: Greenfield development (zero base value) 
• Bond Capacity: $500M - $1.3 Billion 

Total Impact: in financing capacity across major projects. 
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Creative Financing: Green & Social Bonds 

-$1B Raised 

Launch Green Next Step: Climate 
AA+ Rating 

Debenture Infrastructure
Upgrade

Program (Net Zero 2040) 

2018 2020 2022 2024 2026 Future 

Constraint: A 
Bonds are Capital Only. Cannot fund Expand usage for climate retrofits to free up tax-base 
operating deficits or pay salaries. room. Explore "Revenue Bonds" backed by specific 

streams (tolls) rather than general obligation. 
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The Case for Growth-Linked Revenue 

Reframing the ''Prohibited Tools'' as substitutes, not additions. 

Property Tax Hike 
Required to Raise 

$360M 

1% Municipal Sales 
Tax 

Municipal Sales Tax {1%) 
• Yield: $360 Million / year 

• Fairness Factor: $91 Million comes f ram 
visitors/commuters who currently pay $0 to the City. -7% 

• Precedent: Quebec municipalities receive sales tax 
share. 

Municipal Income Tax {1%) 
• Yield: $580M - $926M / year 

$360 Million • Precedent: NYC levies up to 3.8%. Toronto had this 
authority until 1936. 

Argument: These are fair substitutes that reduce 
pressure on the regressive property tax system. 
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Congestion Pricing: The Cost of Delay 

Case Study 
New York City (Launched Jan 2025) 

• Charge: $9/day peak 

• Revenue: $1 Billion / year 

• Impact: Secures $15B in capital 
funding for MTA. 

The Toronto Reality 
• Status: Rejected by Province in 2017. 

• Result: Congestion among worst in 
North America. 

• Opportunity: Revenue Bonds backed 
by toll receipts could clear the transit 
backlog. 

Political windows open unexpectedly. Toronto must have 
detailed implementation plans ready now. 
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Addressing the Objections 

Q: Why tax when 
residents are 
struggling? 

A: These are alternatives, 
not additions. Sales 
taxes and tolls capture 
revenue from the 
millions of visitors and 
commuters who 
currently pay nothing to 
the City. 

Q: The Province has 
already said 'No'. 
Why bother? 

A: NYC fought for 
congestion pricing for a 
decade. Circumstances 
change. We must have 
"shovel-ready" policy 
legislation for when the 
political window opens. 

Q: Won't contract 
transparency 
discourage bidders? 

A: Evidence from the UK 
and open-data 
jurisdictions suggests 
transparency increases 
competition by leveling 
the playing field. 
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The Roadmap to Sustainability 
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The Cost of Inaction 
Toronto cannot fund a 21st-century city with a 19th-century revenue model. 

Path A: Managed Decline 

• Continued deferral of maintenance 
• Reliance on reserves r 
• Invisible inequity . 

''Fiscal sustainability requires both new revenue authority and enhanced transparency. 
Residents deserve to kno1v holv public funds are raised and spent. '' 

Adopt the recommendations. 
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Solving Toronto's Fiscal Gap: A Three-Part Path Forward 

SOLUTION 1: 

GROWTH-BASED 

REVENUE 

Revenue tools that grow with 
i-�;::-.=-,.,.;r-.,_�.....�� ___...........,__,-_ the economy, reducing 

pressure on property taxes. 

$360M/Year 
from a 1 % Municipal Sales Tax 

Captures revenue from visitors and 
grows with economic activity. 

$580M - $926M/Year 
from a 1 % Municipal Income Tax 

Common in major cities like New York, 
which Toronto had until 1936. 

$500M+/Year 
from Congestion Pricing 

New York's model expected to generate 
over $1 billion annually for transit. 

SOLUTION 2: 

ENHANCED ACCOUNTABILITY 

Lack of Geographic 
Budget Data 
Uniike other major cities, Toronto 
provides no ward-level data on 
spending or investment. 

Hidden Public 
Contracts 
Billions in contracts are shielded 
from public view by "business 
confidentiality" clauses. 

SOLUTION 3: 

NEW FINANCING TOOLS 

Tax Increment Financing (TIF) 
Use future property tax growth from 
new development to finance current 
infrastructure needs. 

$2.0B - $3.6B Potential 
TIF could generate billions in financing capacity for 
major projects like transit and the Port Lands. 

Accelerates Development 
Allows the city to borrow for upfront 
infrastructure costs, repaid by the 
value it creates. 

These options require action from the provincial 
government to amend the City of Toronto Act. 
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