
 
TO: CHAIR AND MEMBERS 

CORPORATE SERVICES COMMITTEE 
MEETING ON OCTOBER 22, 2019 

FROM: ANNA LISA BARBON 
MANAGING DIRECTOR, CORPORATE SERVICES AND CITY 

TREASURER, CHIEF FINANCIAL OFFICER 

SUBJECT: VACANT/EXCESS LAND SUBCLASS TAX REDUCTIONS AND 
OTHER TAX POLICY ISSUES 

 
RECOMMENDATION 

 
That, on the recommendation of the Managing Director Corporate Services and City 
Treasurer, Chief Financial Officer, the following actions BE TAKEN with respect to 
vacant/excess land subclass tax reductions in the commercial and industrial property 
classes and other tax policies noted in this report: 
 
a) That City Council PASS A RESOLUTION to request that the Minister of Finance 

file the necessary regulation to eliminate the 30% municipal tax reductions on 
vacant commercial and industrial land and excess land in the City of London, 
beginning with the 2020 calendar year, so that City policy for these subclass 
reductions for municipal taxes will be the same as the Provincial policy subclass 
reductions for education taxes that will be applicable in the year 2020. 

 
b)  That the City Clerk BE DIRECTED to send a copy of the resolution referenced in 

(a) to the Minister of Finance. 
 
c) That the City MAINTAIN the farmland tax ratio for 2020 at the 2019 level and 

review the future Tax Policy for setting the farmland tax ratio after studying the 
effect of the Province wide reassessment scheduled for the 2021 taxation year. 

 
d) That the City Clerk BE DIRECTED to notify the Agricultural Advisory Committee 

of the proposed Tax Policy change described in (c) above. 
 
e) That the contents of this report related to setting up an optional class for parking 

lots and vacant land BE RECEIVED for information. 
 
f) That the City Tax Office SEND A NOTICE to property owners with vacant and 

excess land in 2019 after the Province has filed the required regulation to inform 
these property owners of the change in tax treatment in 2020. 

 
 

PREVIOUS REPORTS PERTINENT TO THIS MATTER 

 
Corporate Services Committee, March 28, 2017 Item # 2.3 Vacant Unit Rebate and 
Vacant/Excess Land Subclass Tax Reduction 
 
Corporate Service Committee, November 21, 2017 Item # 2.4 Vacant Unit Rebate and 
Vacant Excess Land Subclass Reduction 
 
Planning and Environment Committee, December 4, 2017 Item # 4.27(b), Parking 
Strategy for Downtown London 
 
Corporate Services Committee, April 30, 2019, Item # 2.1, Year 2019 Tax Policy 



 
 
 BACKGROUND 

 
Legislation Changes 
 
In December 2016, sections 313 and 364 of the Municipal Act, 2001 were amended to 
provide more flexibility to municipalities to amend or eliminate subclass tax rate 
reductions for vacant land and vacancy rebates for portions of vacant buildings.  These 
legislation changes were worded in such a way that any action to eliminate the 
rebates/reductions will require a further specific regulation by the Minister of Finance.  
These legislation changes only apply to land in the commercial and industrial property 
classes.  Section 313 sets out the rules for subclass tax rate reductions for vacant and 
excess land.  Section 364 sets out the rules for rebates to vacant buildings. 
 
In January 2017, the Ministry of Finance issued a checklist of actions, which includes a 
recommendation to “engage” and “communicate” with the local business community, 
municipalities should take prior to changing or eliminating the vacancy rebates or 
vacant/excess land tax reductions previously mandated by the Municipal Act, 2001.  A 
copy of the checklist is attached as Appendix “A”.  The Province required a resolution 
passed by Council indicating approval of any changes to the existing vacancy rebate 
program and subclass reductions in the commercial and industrial property classes.  If 
Council wished to make any changes affecting the payment of rebates in 2017, a 
Council resolution was required to be submitted to the Minister of Finance prior to July 
1st, 2017. 
 
Council Actions in 2017 
 
In March 2017 Council adopted a policy in principle to phase out the vacancy rebate 
program and subclass reductions for vacant and excess land in the commercial and 
industrial property classes, and directed the Civic Administration to obtain comments on 
the proposed policy from the London Economic Development Corporation (LEDC), the 
boards of management of Business Improvement Areas (BIA) in the City and London 
Chamber of Commerce in order to obtain comments on behalf of their clients and 
members in the commercial and industrial sectors.  The feedback from these various 
organizations was summarized and reported back to Council in a report to the 
Corporate Service Committee meeting of November 21st 2017. Civic administration also 
sent out a notice in May 2017 of the proposed possible tax policy change to all property 
owners who had received a vacancy rebate or received a subclass tax reduction in 
2016 for vacant or excess land in the commercial or industrial property classes.  A copy 
of the notice is attached as Appendix “B”. 
 
The Corporate Services Committee report, dated November 21st 2017, included a copy 
of the written feedback received from the organizations referenced above, see attached 
Appendix “C”. Obviously most individual property owners were not in favour of changes 
to the tax system, as that would have the effect of increasing their share of the property 
tax burden. This was clearly expressed at a meeting held at the London Chamber of 
Commerce to seek input from property owners. Some BIA organizations, however, did 
have a different perspective in that they seemed to express an interest in policies that 
might encourage commercial development and discourage speculation in undeveloped 
or underutilized land. Business groups expressed concerns about change from past 
practice, fairness to the commercial sector, and effects on general economic 
development of the changes proposed. 
 
In 2017, Council did approve the phase out and elimination of the vacancy rebate 
program which provided tax rebates for vacant portions of buildings.  For 2018, the 
vacancy rebate program was reduced from 30% to 15% and in 2019 the program was 
eliminated. In 2017, however, Council deferred a decision on the subclass reduction for 
vacant and excess land until more information was available as to what other 



 
municipalities and the Province intended to do with respect to this tax policy issue.  In 
2017 and 2018 many municipalities did eliminate the vacancy rebate program for 
buildings but not many eliminated the subclass in reduction for vacant and excess land. 
 
Province of Ontario and Other Municipal Actions on Subclass Reductions 
 
On April 19th 2019 the Province issued a letter notifying all municipal treasurers that the 
Province was proceeding on its own to eliminate the subclass reduction for vacant and 
excess land in reference to the education tax portion of the property tax bill and 
indicated it would discontinue any education tax participation in municipal vacancy 
rebate programs for buildings beginning in 2020. The Province indicated the subclass 
reduction for 2019 would be 15% instead of 30% and in 2020 there would be no 
subclass property tax reduction in education taxes for vacant and excess land. This 
announcement came at a point in time when most municipalities had already finalized, 
or were very close to finalizing, tax policy decisions for 2019. 
  
As a result of the timing by the Province most municipalities did not have the ability to 
reopen or modify tax policy recommendations made to Council for 2019. Based on the 
action of the Province in 2019, however, it is anticipated that many municipalities in the 
future will be adopting the same policy as the Province for commercial and industrial 
subclass reductions. This is to ensure that, going forward, tax policy for the municipal 
portion of the property tax bill will be the same as the provincial tax policy for the 
education portion of the property tax bill.  
 
We have contacted the Ministry of Finance to obtain a list of municipalities that have 
eliminated, or have indicated an intention to eliminate, the subclass tax reduction for 
vacant and excess land in the commercial and industrial property classes.  The list 
includes the following municipalities: 
 

1. City of Greater Sudbury 
2. Elgin County 
3. Renfrew County 
4. Perth County 
5. Durham Region 
6. Waterloo Region 
7. Haldimand County 
8. City of Kenora 
9. Region of Niagara 
10. Wellington County 
11. Fort Frances 
12. Lennox and Addington 

 
Financial Impact on Property Taxpayers 
 
The subclass tax rate reduction for vacant and excess land does not involve any City 
expenditure but it does reduce the portion of the tax levy allocated to vacant and excess 
land in the commercial and industrial classes. Elimination of the reduction would 
reallocate $1.4 million additional municipal taxes to vacant and excess commercial and 
industrial land in the City and away from all other property classes.  Municipal taxation 
of vacant and excess land currently totals about $3.3 million prior to any elimination.  
The immediate elimination would result in an approximate 43% increase in municipal 
taxation on vacant land and excess land at improved commercial and industrial sites.  
The total municipal tax levy for the City of London for 2019 is approximately $606.5 
million. 
 
To give some context to the dollar amounts involved on individual properties, the 
average total property taxes including education on vacant commercial land in 2019 is 
$13,400.  The average total tax for industrial land is $6,100.  Median tax amounts for 
commercial and industrial vacant land are $6,900 and $3,300 respectively. The 



 
education portion of the property tax bill for vacant and excess commercial and 
industrial land in 2019 was approximately 41% (municipal 59%). A tax increase amount 
of 43% on the municipal portion of these two median amounts would therefore be 
approximately $1,751 (6,900 x 59% x 43%) and $ 837 (3,300 x 59% x 43%) 
respectively. There are 183 vacant commercial land parcels and 205 vacant industrial 
land parcels in the City of London for the 2019 year. 
 
Excess land is land included in a parcel that is in excess of the municipal requirement 
for the existing development elsewhere on the parcel.  Excess land is normally a small 
portion of the total assessed value of the property.  In the commercial class the average 
excess land portion of the total assessed value is about 10.2%.  In the industrial class 
the average excess land portion is approximately 8.5%.  As a result a 43% increase in 
the taxes on the excess land portion of the assessed value translates into a much 
smaller increase of the total taxes associated with the property.  On average it would 
amount to about approximately 4.4% in the case of excess commercial land and 
approximately 3.4% in the case of industrial property.  There are 201 commercial 
properties with excess land and 59 industrial properties with excess land in the City of 
London. 
 
If the vacant and excess land subclass reductions had been eliminated in 2019, the 
effect on tax increases, including education taxes on other property classes, is 
illustrated in the following table: 
 

Property Class 2019 average tax 
increase % 

including education 
approved by 

Council 

2019 tax increase 
%  if subclass 
reductions had 
been eliminated 

Effect of eliminating 
subclass reductions 

Residential 1.2% 1.0% -0.2% 
Multi-residential 1.6% 1.4% -0.2% 

Commercial 
buildings 

4.5% 4.4% -0.1% 

Industrial buildings 0.9% 0.7% -0.2% 
Farm 3.9% 3.7% -0.2% 

 
Arguments for Eliminating the 30% Subclass Reduction for Excess and Vacant 
Land in the Commercial and Industrial Property Classes 
 
The arguments for elimination are as follows: 
 

1. Vacant and excess land valuations by MPAC already reflect the fact that there 
are no improvements on the land and it can, therefore, be argued logically that 
there is no need to also adjust the tax rate to a lower level for these properties. 

 
2. Vacancy rebates may be providing some financial incentive to property owners 

who may be acquiring land for longer term speculation rather than immediate 
productive use. The elimination of vacancy rebates may provide an incentive to 
more actively pursue productive use of vacant property by commercial and 
industrial property owners. 
 

3. In 2019 the current Provincial Government made the decision to eliminate all 
subclass reductions for education property taxes on excess and vacant land in 
the commercial and industrial property classes beginning in 2020.  (The Province 
eliminated 50% of the education subclass reduction in 2019 and will totally 
eliminate the reduction in 2020. In 2019 education taxes are approximately 41% 
of the total property taxes on vacant and excess land in the commercial and 
industrial property classes). 

 



 
 
Arguments for not eliminating the 30% tax subclass Reduction Program  
 
The arguments against elimination of the program are as follows: 
 

1. The primary argument by property owners who own vacant land and excess land 
would be that their share of the tax burden should not be increased from what it 
was historically prior to the 1998 tax reform. 

 
2 Sudden large percentage tax increases are unfair to property owners 

 
The Arguments for and against the elimination of the vacancy rebate and reduction 
program are summarized below: 
 
For Elimination Against Elimination 

• Valuations already reflect no 
improvements on land. 

• Share of the tax burden should not 
be increased above historical level. 

• Incentive for longer term 
speculation is decreased and 
incentive to pursue productive use 
is increased. 

• Sudden large percentage 
increases are unfair to property 
owners. 

• Province is eliminating the 
subclass reduction on education 
property taxes completely in 2020. 

 

 
Comments on Arguments For and Against Program Changes 
 
The arguments against the subclass rate reduction appear to be based primarily on 
maintaining the allocation of taxes as they existed prior to 1998 and concerns about 
large sudden changes in taxation. Eliminating the subclass reduction does increase the 
tax level by approximately 43%. It should be noted that communication was issued to 
property owners in 2017 indicating that Council had adopted a policy in principle to 
eliminate the subclass reduction. 
 
The primary arguments for elimination of subclass reductions in 2020 would appear to 
be that the Province is eliminating the subclass reduction for education property taxes 
and it would seem logical for municipalities to make the tax structure for municipal taxes 
the same as the Provincial approach. In addition there does not seem to have been any 
logical justification for the subclass reduction after the elimination of the business 
occupancy tax in 1998 because the property valuation prepared by MPAC already 
discounts the land valuation for the fact that there is no building on the land.  Finally the 
elimination of the subclass reduction may reduce the incentive for land being held idle 
for speculation purposes and create an incentive to pursue development. 
 
Considerations for the Timing of Implementing Changes 
 
If Council approves eliminating the subclass rate reduction, it may want to give 
consideration to the issue of timing.  As referenced above the immediate elimination of 
the subclass rate reduction would result in approximately 43% increase in municipal 
taxes on vacant commercial land.  The effect on excess land would be far less 
significant since the excess land component of a parcel, in general, is a small portion of 
the total value.  
 
As indicated previously when the communication was sent out notifying the potentially 
affected property owners about the proposed changes, the primary focus of the 
feedback seemed to be concern about the elimination of the vacancy rebate program 
for buildings rather than the vacant/excess land subclass reductions.  The actions by 
the Province to eliminate the vacant land/excess land subclass reduction for education 



 
property tax rates completely in 2020, however, would seem to argue in favour of 
municipalities making the same adjustment to municipal tax rates for the 2020 taxation 
year.  
 
If Council wished to change the tax rate reduction for vacant/excess land subclasses 
effective for the 2020 calendar year vacancy applications, a Council resolution should 
be submitted to the Minister of Finance before January 1, 2020.  
 
The recommendation in this report is to completely eliminate the vacant land/excess 
land subclass reduction in the commercial and industrial property classes for the year 
2020, and future years, and submit a resolution to that effect to the Minister of Finance 
requesting that he file the necessary regulation. This recommendation would mirror 
what the Province is doing in 2020 to eliminate subclass reductions for education taxes 
completely in that year. 
 
If Council wanted to consider an option to slow down the implementation of the 
approach recommended in this report, Council could consider reducing the elimination 
of the subclass reduction to 15% in 2020 and complete elimination in 2021.  In this 
scenario the timing of the complete elimination of the subclass reduction would be one 
(1) year after the elimination of the education subclass tax reduction by the Province. 
 
Other Tax Policy Issues 
 
At the Corporate Services Committee meeting on April 30th 2019, when the 2019 Tax 
Policy was reviewed by the committee, two (2) issues were raised for further 
consideration at a later date. One of them is related to the issue of the elimination of 
subclass reductions in the commercial and industrial property classes.  The other is 
related to the taxation of farmland in the City. 
 
Creating a separate optional property Class for Parking Lots 
 
At the Corporate Services Committee meeting on April 30th 2019 it was suggested that 
the City look into the possibility of creating a separate class for parking lots with a higher 
rate than the rest of the commercial property class. One of the problems with this 
suggestion is that assessment legislation does not permit the creation of a property 
class consisting solely of parking lots. Under Ontario Regulation 282/98 as amended, it 
is only possible to create an optional property class consisting of both parking lots and 
vacant commercial land.  As a result this property class would capture all the 
commercial vacant land as well as all the parking lots in the City. 
 
In addition the experience of other municipalities appears to be not advisable to create a 
higher tax rate for parking lots since the approach could have the effect of decreasing 
the amount of parking in commercial areas below an appropriate level. It would appear 
that other municipalities that have created optional property classes for parking lots and 
vacant commercial land have done so to promote the creation of parking lots in 
commercial areas.  Appendix “D“, attached, lists all the municipalities in the 2018 BMA 
Municipal Study that have adopted optional commercial classes.  In all cases the 
municipality adopted a parking lot and vacant land property class lower than or equal to 
the other commercial tax rates – in most cases lower than the other commercial rates.  
Presumably this was to encourage the development of parking lots in commercial areas. 
 
The Planning and Environment Committee received a report on a long term strategy for 
Downtown Parking on December 4, 2017.  One of the key conclusions of the report was 
that “the parking supply typically provided by developers for commercial development is 
below the typical demand” and “future construction projects…will result in the loss of on-
street parking within the downtown.” It would seem the best approach to target a 
parking issue particular to a certain area, such as downtown, would be financial 
incentives through a community improvement plan or development agreements, rather 
than the adoption of a tax policy that cannot be isolated to parking lots and would have 



 
application throughout the entire City. 
 
If the City were to create a new optional class for Parking Lots and Vacant Commercial 
Land, Council would be required under section 13 of Ontario Regulation 282/98 
(Assessment Act) to pass a by-law. Under section 3.4 of the Assessment Act, the by-
law would be required to be sent to the Minister of Finance within 14 days of passage. 
The Minister of Finance would then issue regulations under section 3.1 of the 
Assessment Act and section 308(11) of the Municipal Act, 2001 to “allow the creation of 
an optional class” and to set an average transition ratio for the commercial class in the 
City of London. 
 
Tax Ratio setting for Farmland 
 
Since 1998 when major tax reform occurred throughout the entire Province, the City 
adopted a policy to equalize the municipal tax increases each year in the residential and 
farm property classes by adjusting the tax ratio for farmland.  The effect of this policy 
has been to lower the tax ratio for farmland significantly below 0.25000. This has 
occurred because the value of farmland has increased at a significantly greater rate 
since 1998 than the value of residential property in the City. By legislation the tax ratio is 
set each year at 0.25 or such lower amount as determined by Council (section 308.1(3) 
of Municipal Act, 2001).  In 2019 the tax ratio for farmland in the City of London is 
0.10282. 
 
All the Cities in the 2018 BMA municipal study that have a farmland tax ratio less than 
0.25 are listed on Appendix “E”.  London has the lowest ratio on the list.  On Appendix 
“F”, the 2018 farm tax rates for municipalities in the County of Middlesex are listed. As 
can be seen from that list London has the lowest farm tax rate in Middlesex County. 
 
It should be noted, that in accordance with subsection 19(5) of the Assessment Act, 
lands used in farming are valued in a different way from other property classes.  For 
lands used in farming the valuation may consider the current value of the lands for farm 
purposes only and the valuation shall not give consideration of value based on the sale 
of the land for any purpose other than farming. As a result, land within the City of 
London limits with development options beyond farming would not have this potential 
considered in the valuation for tax purposes. 
 
Based on a review of the tax level for farmland in the City of London it is recommended 
that the City consider discontinuing the policy of equalizing tax increases in the 
residential and farm property classes and notify the Agricultural Advisory Committee of 
this possibility.  Because the farm land assessment is such a small part of the total 
assessment of the City, this change will not have significant financial impact on the City. 
 
If the farm ratio were suddenly increased to 0.25 in 2019 the change would have 
increased total farm taxation in the City by $258,000 or 115.4%.  The following table 
shows the effect on all the major property classes if the farm tax ratio had been 
0.250000 instead of 0.102820: 
 
Property Class 2019 tax increase 

% including 
education taxes 
approved by 
Council 

2019 tax increase 
% if farm ratio were 
changed to 
0.250000 

Effect of increasing 
tax ratio to 
0.250000 

Farm 3.9% 115.4% +111.5% 
Residential 1.2% 1.1% -0.1% 
Multi-residential 1.6% 1.5% -0.1% 
Commercial 
Buildings 

4.5% 4.4% -0.1% 

Industrial Buildings 0.9% 0.8% -0.1% 



 
 
Future Tax Policy 
 
Based on the actions taken as a result of this report, Civic Administration will bring forward 
a future tax policy report at a later date prior to the setting of the 2020 Tax Policy.  
Currently, the City is participating in a working group setup by the Ontario Regional and 
Single Tier Treasurers reviewing the tax treatment of the multi-residential property class 
in the context of legislative changes.  
 

 
SUMMARY 

 
In summary, it is recommended that City Council approve and submit a resolution to the 
Minister of Finance to eliminate the 30% subclass  tax reduction in municipal taxes for 
vacant/excess land in the commercial and industrial property classes.  As the Province 
is eliminating the reduction for education taxes in 2020, the recommended action by 
Council will mirror what the Province is doing and will eliminate the reduction for 
municipal taxes in the same year. 
 
In reference to other tax policy issues discussed at the Corporate Service Committee 
meeting of April 30th 2019, it is recommended that Council take no action to create a 
separate property class for parking lots and vacant commercial land and in 2020 
Council not decrease the tax ratio for farmland below the level established in 2019. 
 
 

SUBMITTED BY: CONCURRED BY: 
  

 

JIM LOGAN, CPA, CA 
DIVISION MANAGER, TAXATION & 
REVENUE 

IAN COLLINS, CPA, CMA 
DIRECTOR, FINANCIAL SERVICES 

RECOMMENDED BY: 
 

ANNA LISA BARBON, CPA, CGA 
MANAGING DIRECTOR,  
CORPORATE SERVICES & CITY TREASURER,  
CHIEF FINANCIAL OFFICER 

 
Attachments: Appendix “A” 
  Appendix “B” 
  Appendix “C” 
  Appendix “D” 
  Appendix “E” 
  Appendix “F” 
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APPENDIX “D” 

Municipalities with Optional Commercial Classes 

(from BMA Municipal Study 2018) 

 

Municipality Commercial –
Residual Tax 

Ratio 

Commercial – 
Office 

Building Tax 
Ratio 

Commercial – 
Parking Lot 
and Vacant 

Land 

Commercial – 
Shopping 

Centre 
 

Chatham-Kent 1.9504 1.5718 1.9504 2.2512 
Kenora 2.1309 2.5751 1.7396 3.0275 

Lambton 1.6271 1.5358 1.0912 2.0835 
Ottawa 1.8726 2.3238 1.2640 1.5070 

 
Sarnia 

1.6271 1.5358 1.0912 2.0835 

Sault Ste. 
Marie 

2.1939 3.0500 1.6625 2.3290 

Stormont, 
Dundas and 
Glengarry 

1.6430 1.4565 1.4565 1.4565 

Sudbury 
District 

1.8686 1.8686 1.8686 2.6020 

Windsor 2.0187 2.0187 1.0167 2.0187 
 



APPENDIX “E” 

Farmland Tax Ratios where Reductions have been Implemented 

(from BMA Municipal Study 2018) 

 

Municipality Farmland Tax Ratio 
Brant County 0.2400 

Caledon 0.1689 
Chatham-Kent 0.2200 

Durham 0.2000 
Greater Sudbury 0.2000 

Halton 0.2000 
Hamilton 0.1767 
Kingston 0.2250 
Lambton 0.2260 
London 0.1180 

North Bay 0.1500 
Ottawa 0.2000 
Oxford 0.2350 

 



APPENDIX "F"
 2018 FARMLAND TAX RATES IN MIDDLESEX COUNTY

Municipality
Lower tier 
tax rate

Upper Tier Tax 
Rate

Single Tier Tax 
Rate

Total Municipal 
Tax Rate

Education 
Tax Rate Total Tax Rate

Adelaide-
Metcalfe 0.172850% 0.096813% 0.269663% 0.042500% 0.312163%
Lucan 
Biddulph 0.154760% 0.096813% 0.251573% 0.042500% 0.294073%
Middlesex 
Centre 0.145225% 0.096813% 0.242038% 0.042500% 0.284538%
North 
Middlesex 0.204112% 0.096813% 0.300925% 0.042500% 0.343425%
Southwest 
Middlesex 0.197355% 0.096813% 0.294168% 0.042500% 0.336668%
Strathroy-
Caradoc 0.161983% 0.096813% 0.258796% 0.042500% 0.301296%
Thames 
Centre 0.114368% 0.096813% 0.211181% 0.042500% 0.253681%
City of 
London 0.139372% 0.139372% 0.042500% 0.181872%
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