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Executive Summary 

The housing market is a cornerstone of a strong economy and healthy communities. With a region primarily 

focused on encouraging the development of homeownership and affordable housing, it is easy to overlook the 

important role Market Purpose Built Rental Housing (MPBRH) has on the housing market. MPBRH addresses the 

need for adequate housing, stability, mobility, and caters to all demographic profiles.  

Promoting Rental Housing in the Greater Toronto Area is a partnership between Ryerson University students 

from the School of Urban and Regional Planning and the Urban Land Institute, Evergreen Cityworks GTA Housing 

Action Lab, and representatives from Planning Alliance, York Region and the City of Toronto. The purpose of this 

partnership is two-fold:  

1. To provide transparency for information regarding economic incentives as they pertain to MPBRH for 

communities across the GTA and; 

2. To conduct an evaluation of incentives that are currently available with the intent of making 

recommendations for future incentives based on a qualitative and quantitative analysis. 

In pursuit of fulfilling the objectives of this study, it is our mission to provide meaningful recommendations that 

will allow municipalities to attract investors and encourage the creation of MPBRH across the GTA. Drawing on 

existing incentives from Halton, Peel, York, Durham and the City of Toronto – the five regions that comprise the 

GTA – the following study aims to identify how the use of economic incentives can encourage the MPBRH stock. 

This report provides a snapshot of the market conditions in the GTA that demonstrates there is a significant 

shortage of MPBRH across the region. This is due to factors such as: 

 A significant increase in population across the GTA, that intensified between 2006 and 2011. 

 The average cost of a new home in the City of Toronto increased by over $700,000 between 2001 and 2010 

(FCM, 2012). 

 Low vacancy rates in the GTA that remain at 1.6 percent, which is below the healthy rental market rate of 3.0 

percent. 

Interviews were conducted with local and regional governments and industry experts. These were completed to 

supplement our background research and to gain an understanding of existing and potential incentives that could 

encourage  MPBRH construction. Overall, there was a consistency across the regions in terms of answers to the 

questions. We found that developers believe that the most beneficial incentive is waiving or 

lowering  development charges. It was also found that municipalities would like to see more funding from the 

provincial and federal governments. 

This report also looked at incentives used for MPBRH and divided them into three different categories. They are 

current incentives, proposed incentives, and creating awareness for incentives that can be used to create MPBRH.  

One case study was chosen from each region to represent MPBRH in the GTA. The purpose of this is to outline an 

example of best practices or study in each of the regions in the GTA. The number of incentives used by each case 

study varied. Two of the case studies had numerous incentives offered, while the others only utilized one or two 

incentives.   
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Federal programs such as the Investing in Affordable Housing for Ontario program, will end in 2019. In 

anticipation of this, it is critical that provinces and municipalities address private sector incentives now to secure 

the MPRBH stock.  

A financial analysis is undertaken to inform the discussion between developers, municipalities, and citizens as to 

how incentives can be leveraged to meet broad public policy objectives. It also was used to determine how an 

incentive could help to make a project financially feasible.  

While it should be understood that assumptions have been made, our financial analysis has maintained a level of 

consistency by limiting the use of generalizations. We have tested the feasibility of MPBRH in six specific locations 

rather than aggregating the market across the GTA. This produced results that are time and place specific. The 

numbers generated are a simulation of the market, which we determined is not conducive to rental projects in all 

regions. This makes our recommendations valuable because we see the need for rental housing and we have 

found potential approaches to make MPBRH cost effective for the developers and municipalities. Our aim is to 

provide a range of recommended approaches that could be used by municipalities in the GTA seeking to increase 

their rental housing stock. Our recommendations should be taken and applied to meet the specific goals of 

developers and municipalities.   

The main findings of the report are:  

 There is a lack of incentives currently offered at the regional level. 

 A wide range of incentives is required to reflect the unique attributes in the GTA’s regions . 

 There is a need to forlmulate policy objectives to successfully market incentives. 

 Opportunities for a municipality to bridge the gap that can make a MPBRH development profitable without 

incurring an excessive cost to the municipality. 

 Incentives are not always needed to create MPBRH across the GTA. 

 

Our recommendations: 

Toronto  

The City of Toronto has the highest cost of land across the region. Toronto also has the most capacity to limit 

parking due to the most extensive transit system in the region. The best incentives for the City of Toronto are: 

 Allowing a developer to build on city owned land  

 Eliminating the Parking Requirements  

 

York Region  

The Region of York has among the highest development charges in the GTA. York is also working on building its 

transit system and encouraging higher density development. The best incentives for the Region of York are:  

 Development Charge Waiver 

 Reduction of Parking Requirements  
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Durham Region  

The Region Of Durham has among the lowest costs of land in the region but among the highest property tax rates. 

Durham does not currently have the transit or density to support the Parking Reduction incentives. The best 

incentives for Durham Region are: 

 Property Tax Waiver 

 Property Tax Reduction  

 Property Tax Incremental Increase  

 

Peel Region  

The Region of Peel has a large population and areas with high density developments. However the development 

charges in Mississauga are the highest in the GTA. The best incentives for Peel Region are:  

 Development Charge Waiver 

 Development Charge Reduction 

 Parking Requirement Reduction  

 

Halton Region 

The Region of Halton has the second highest property tax rate in the GTA. The best incentives for the Region of 

Peel are:  

 Property Tax Waiver 

 Property Tax Reduction  

 Property Tax Incremental Increase 

 

We believe the creation of market purpose-built rental housing could bridge the gap in the housing continuum. 

Market-purpose built rental housing provides an opportunity for building vibrant, complete, and healthy 

communities.  
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Incentives for Building Market Purpose Built Rental Housing Halton Peel York Durham Toronto 

Policy Provisions           

Parking Space Reduction     X X   

Waive Cash in Lieu of Parkland Dedication Fees     X X X 

Density Bonusing X X X X X 

Community Improvement Plans   X X X X 

Government Grants & Subsidies           

Capital Grant/Reserve Fund         X 

Conditional Grants   X       

Property Tax Breaks           

Property Tax  Waiver or Reduction   X X X X 

Incremental Tax Rate (includes tax increment equivalent 

grants) 
  X X X X 

Imagination, Manufacturing, Innovation, Technology (IMIT) 

Financial Incentive Program 
        X 

Brownfield Remediation Tax Assistance (Part of IMIT)         X 

Reduce Development Costs           

Development Charges Waiver   X   X   

Development Charges Deferral     X     

Building Permit Fee Reduction       X   

Land Leasing         X 

Expedited Processing           

Expedited Process    X X   

Fast Tracking Construction Permits   X       

The following chart (Table A) presents the current incentives that are offered throughout the GTA. Each region in the 

GTA makes available incentives to private developers to help encourage the production and construction of MPBRH. As 

the following chart shows some regions offer a substantial number of incentives while others are lacking. Descriptions 

of these current incentives can are provided in this report. As well the group proposes incentives from best practices in 

MPBRH utilized in other locations from around North America. A discussion of these is also provided. Some examples 

of proposed incentives include: Development Charge Reduction, Dual Processing, and Building Permit Fee Waiver.  

Table A: Incentives for Building Market Purpose Built Rental Housing  

*To the best of our ability we filled out this chart with the resources that were available to us. 
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The following chart (Table C) was created to help show the impact of each incentive. A purpose-built rental project 

has been modelled in six locations across the GTA. There is a project located in each region, with two in the City of 

Toronto. The analysis is framed from the perspective of a developer using a financial pro forma analysis to illustrate 

the impact of the incentives on each project’s feasibility. The IRR which is the annual rate of return or profit on an 

investment has a percent change which is recorded on the regional incentive comparison chart. To create an 

effective comparison, the scale of the project (e.g. site area, gross floor area, leasable area, etc.) is assumed to be 

identical for each location. The built form is not specified but the project could be imagined as two 25-storey 

towers atop a three storey podium. 
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Incentive Effectiveness (Percent Change in IRR) 

  Toronto Scarborough Mississauga Vaughan Burlington Oshawa Average 

Incentive 

Development Charge 

Waiver 1.17% 3.62% 7.20% 5.86% 4.68% 4.65% 4.53% 

Development Charge 

Deferral - 3 Years -1.19% -1.84% -3.86% -3.66% -2.55% -2.47% -2.60% 

Development Charge 

Installments -0.35% 0.08% 0.04% 0.53% 0.04% 0.02% 0.06% 

Development Charge 

Waiver 50% 0.59% 1.87% 3.79% 2.90% 2.42% 2.41% 2.33% 

Property Tax Waiver 4.93% 2.72% 3.84% 3.53% 8.34% 14.11% 6.25% 

Property Tax Incremen-

tal Increase - 10 Years 3.60% 2.14% 3.44% 2.08% 3.07% 6.30% 3.44% 

Property Tax Waiver 50 

% 3.39% 1.18% 2.81% 1.75% 3.87% 5.37% 3.06% 

Cash In Lieu of Parkland 

Waiver 0.43% 0.42% 1.85% 0.91% 1.21% 0% 0.80% 

No Application Fees 0.06% 0.19% 0.09% 0.10% 0.12% 0.02% 0.10% 

No Cost of Land 5.34% 5.18% 3.70% 2.23% 2.02% 0.94% 3.24% 

Expedited Processing 0.67% 1.67% 1.54% 1.18% 1.49% 1.54% 1.35% 

Parking Space Reduction 

50% 1.70% 5.21% 4.25% 3.80% 4.77% 5.29% 4.17% 

No Parking Requirement 3.34% 9.72% 8.04% 7.12% 9.01% 9.90% 7.86% 

  

Base Case IRR 6.00% -1.58% -0.40% 6.78% 0.57% -0.39% N/A 

  
              

Table C: Incentive Effectiveness 
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The steps above outline the procedure for developers when undertaking a development project. The first step is 

pre-consultation in which the developer meets with the staff of the local municipality and/or regional municipality 

to discuss a potential development application. The developer then submits an application to the local 

municipality’s planning department along with the required fees and background studies. A site plan agreement is 

drafted by the local municipality to ensure that all local and regional municipality standards and requirements are 

met. Once the project is approved, construction of the project can begin. When construction has been completed, 

the developer is permitted to operate the project.  

As illustrated, these steps provide flexibility in the development process for municipalities to implement 
incentives that will encourage the creation of MPBRH projects. 

Figure 8: Development Process  
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1.0 The Project 

The scope of this project is to encourage the construction of MPBRH. There is a gap in housing policy and targeting 

MPBRH specifically, is needed to fill the housing continuum in the GTA (CMHC, 2014). With a diverse population and 

urban structure, It is important to have an appropriate mix of housing options to reflect varying needs. It is also 

important to offer an appropriate mix of housing options for all levels of income. Without targeted efforts aimed at 

rental housing the GTA will continue to suffer from rental housing shortages. In order to address the supply shortfall 

across the GTA, our approach assumes that by encouraging construction of more MPBRH, supply will ultimately 

increase. By incentivizing private development of MPBRH, communities have an opportunity to increase their rental 

housing stock, which would help provide housing options for all residents and lead to healthier vacancy rates.  

MPBRH addresses the need for adequate housing, stability, mobility, and caters to all demographic profiles. By 

encouraging the creation of MPBRH, residents in the GTA will be able to count on a better security of tenure, it will 

eliminate the option for landlords to decide to move into their unit, thereby displacing the tenant . More housing 

options will increase the mobility of residents, both geographically and within the housing market. Increasing the rental 

housing stock can also be beneficial for the GTA by increasing its economic competitiveness. The Toronto Affordable 

Housing Office has noted that skilled workers in the area are being pushed out due to lack of access to housing 

(Balkisson, 2015). By increasing appropriate rental stock and being able to house young professionals, it is more likely 

that they will remain in the GTA; it is also more likely to attract them from other areas which is beneficial to businesses 

and contributes to a strong economy.    

MPBRH also caters to older demographics within communities. Senior generations that are looking to downsize will 

have more options available that will allow them to stay in their communities and age in place by adding more localized 

housing stock options    

it is also likely that commute times and traffic congestion could be mitigated and therefore increase productivity across 

the region. Lastly, increasing the housing stock across the GTA will encourage filtering in the housing market by 

increasing supply. The creation of new housing could result in reduced prices of existing housing and therefore improve 

housing conditions for lower-income households by improving access to adequate and affordable housing. It is 

important that the housing stock be increased in order to see these effects on affordability.   

It is important to note that some areas require government incentives to attract the private sector to create MPBRH, 

but these are meant to be a catalyst for the production of these units. It is a recognition of this project that once the 

market shifts in favour of MPBRH, the incentives proposed may be reduced or eliminated altogether.    

1.1 The Clients  

The purpose of this project is to develop a framework to identify the incentives that currently exist, where they exist, 

and to make recommendations to that could encourage private developers to build more MPBRH in the GTA. This work 

has been commissioned by the Urban Land Institute Toronto District Council and will supplement the overall project 

rental housing initiative undertaken by the Evergreen Cityworks GTA Housing Action Lab. The ULI is an independent 

global non- profit supported by members representing the entire spectrum of real estate development and land use 

disciplines. The Housing Action Lab is working to build programs and policies to support affordability, intensification, 

and diversity in form and tenure. This project aims to supplement the diversity of housing options available across the 

GTA. This project has been supported by representatives from Planning Alliance, York Region and the City of Toronto 

Affordable Housing Office.   
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The report outlines an inventory of incentives currently offered at the municipal regional level. This project examines 

the steps and processes that are involved in the creation of MPBRH and propose changes that could help to attract 

development. The intention of the project is to collect housing market research, understand best practices of MPBRH 

projects throughout the GTA, and generate financial models to propose new government incentives that could 

encourage the construction of MPBRH.     

Recently, MPBRH projects have started to make their way back into the housing market. The purpose of this project is 

to kick start the creation of more MPBRH units through the use of incentives. Although the market may be shifting, 

these incentives will help to spur development across the GTA in its entirety as needed.    

The Housing Action Lab project that is being conducted by Evergreen Cityworks aims to address housing affordability 

issues across the GTA. The lack of affordable housing options is a growing concern and a top priority in the GTA 

(Evergreen, 2015). The scope of this project is not to specifically address affordable housing, but to have regard for a 

different aspect of the housing continuum and target MPBRH. Although the project does not directly target affordability 

issues, it is the assumption that the increase in MPBRH may have indirect influences on them.   

1.2 The Process     

A broad approach was required to successfully evaluate the GTA’s MPBRH market and propose project 

recommendations,. Efforts focused on conducting market research in the regions of Halton, York, Peel, Durham, and 

Toronto, while also looking at best practices in other Canadian cities. Case studies were selected from the five regions 

to analyze practices of MPBRH projects. Interviews were then conducted with both private and public stakeholders to 

better understand the rental housing market. Lastly, a financial pro forma analysis was completed to assess the financial 

viability of incentives chosen based on the stakeholder interviews. These four processes were utilized to ensure that 

recommendations are fully informed and plausible.    

1.3 Guiding Principles     

The studio group identified principles to consider, while collecting and analyzing information for the purpose of this 

project. Among a large group it was important to explicitly list the ideas used to guide our analysis throughout the 

process of the project. The guiding principles serve to define what is important for the success of the project. The 

following principles provided a framework for the group to reference when throughout the process of the project.   

1. Housing is a basic human need and provides opportunities to individuals in different stages of their life to live in 

adequate and safe housing accommodations.  

2. To understand a healthy housing market that is able to meet a broad range of needs, which is a vital part of the 

economic and social well being of a community.  

3. Consider the mutual dependence of all levels of government and stakeholders.  

4. Understand the need for private sector resources in order to create MPBRH.  

5. To create a discourse between developers, municipalities, and citizens as to how incentives can be leveraged to 

meet broad public policy objectives.  

6. The use of incentives is necessary to encourage private sector investment to create MPBRH in some areas.  
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2.0 Regional Overview 

The Greater Toronto Area (GTA) 
(Figure 1) consists of the regions 
Halton, Peel, York, Durham, and the 
City of Toronto. The GTA consists of 
25 lower-tier municipalities, 
including the City of Toronto, and 
covers an area 7,124.15 square 
kilometers stretching from Lake 
Ontario in the south to Lake Simcoe 
in the north.  

The lack of MPBRH is an issue in the 
GTA due to the inability of the 
rental market to keep pace with the 
region’s significant population 
growth.  As a result of a limited 
supply of MPBRH, the GTA is 
currently experiencing low rental vacancy rates. Moreover, the issue of rising home ownership costs coupled with 
increasing demand from immigrants, temporary workers, young adults, students and the elderly has contributed 
to the need to for more rental housing options (CMHC, 2014). Therefore, based on the data presented below this 
illustrates the need to encourage the development of MPBRH throughout the GTA. 

2.1 Population Growth 

The GTA has grown significantly over the past few decades. Figure 2 illustrates the change in population between 
2006-2011. Additionally, strong population growth among young adults between the ages of 25 and 44 has 
intensified the demand for MPBRH over the past several years (CMHC, 2014) (Figure 3). Below are some key 
findings that illustrate the population growth in the GTA.  

 The GTA population has increased by 9.2 percent (469,915 people) (Statistics Canada, 2011). 

 York Region has experienced the greatest population growth at 15.7 percent (139,812 people) (Statistics 
Canada, 2011). 

 The City of Toronto experienced the lowest population growth at 4.5 percent (111,779 people) (Statistics 
Canada, 2011). 

2.2 Housing Tenure 

Figure 1: Regional Overview Map 

Figure 2: Population Growth Map 

CMHC, 2011 

Figure 3: CMHC Estimates 
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A majority of the population in the GTA are homeowners. 
Moreover, purpose built rental housing continues to trail 
other housing types. Figure 4 shows the ratio between 
homeownership and renters within the GTA.  Below is a 
list of some key findings that highlight tenure differences 
across the GTA.  

 Housing tenure across the GTA in 2011 was recorded 
at 77.4 percent owned and only 26.4 percent rented 
(Statistics Canada, 2011). 

 The City of Toronto has the highest rental rate at 45 
percent (476,085 people)  (Statistics Canada, 2015). 

 The regions of York 11.5 percent (37,240 people), Halton 8.4 percent (5,570 people), Durham 17.3 percent 
(37,055 people) and Peel 21.8 percent (87,695 people)  (Statistics Canada, 2015). 

 Halton Region has the lowest rate of 8.4 percent (5,570 people) (Statistics Canada, 2015). 

2.3 Vacancy Rates 

Vacancy rates for 2011 across the GTA have remained 

unchanged at 1.6 percent in the last year (CMHC, 2011) 

(Figure 5). According to the Canadian Mortgage and 

Housing Corporation these rates are below the 3 percent 

healthy rental market rate.  

 The lowest rate of vacancy is recorded in York Region 

at 0.8 percent (CMHC, 2011).   

 The highest is found in the City of Toronto at 1.6 

percent (CMHC, 2011). 

2.4 Rising Housing Prices 

A recent survey by Royal Bank of Canada and the Pembina Institute found that residents living in the GTA are 

increasingly interested in living closer to employment, rapid transit and community amenities (Pembina Institute, 

2012). However, housing options in communities of choice are limited and costly in the GTA. Therefore, it is 

important to provide more housing choices such as MPBRH as an alternative for lower income households who 

cannot afford the high costs of living across the GTA.  

 The average cost of a new home in the City of Toronto increased by over $700,000 between 2001 and 2010 

(FCM, 2012). 

 The average cost of a new single detached home in York Region is now over $890,000 

 Average incomes have not kept pace with rising housing costs (FCM, 2012). 

Overall, because of an increasing population, low rental rates, low vacancy rates and rising housing prices, there is 

a need to increase the supply of MPBRH. It is important to provide a more diverse housing stock across the GTA 

that meet the needs of residents, thus creating healthy and livable communities for future generations.  

Figure 5: Vacancy Rates 

CMHC, 2011 

Figure 4: 

Statistics Canada, 2011 
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3.0 Interviews 
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3.0 Interviews 

We conducted interviews to obtain a comprehensive understanding of the challenges associated with building 

MPBRH. The group compiled a list of questions (Appendix II) to supplement and clarify preliminary information 

collected during the background research phase of the project. The interviews allowed us to gain insights into the 

challenges that are faced by the public sector and private sector when trying to encourage MPBRH. On the public 

sector side, interviewees consisted of regional and local municipal representatives; while interviewees from the 

private sector consisted of private developers and industry experts.      

Our questions focused on: 

 The current incentives used to encourage the implementation of MPBRH, or any incentives that would be 

beneficial to implement; 

 Barriers that obstruct the development of MPBRH; and 

 Financial impacts of MPBRH.           

3.1 Incentives for Developers     

It is evident across all regions that the focus on rental housing is geared towards affordable rental units instead of 

market rate. None of the municipal participants thought incentives directly impacted the creation of 

MPBRH.There is a demand across the regions for MPBRH .  The municipalities however, have had little support 

from the federal and provincial governments in creating more rental units. Regional housing plans that are in 

place are mostly directed towards providing affordable and assisted housing rental.     

Current incentives offered by the regions within the GTA  (e.g. Section 37 - Height Bonusing) are specifically 

directed towards affordable housing rather than MPBRH. Municipalities tend to offer incentives for affordable 

housing in the form of financial grants and the lowering, deferring, or waiving of development charges (DCs) and 

some believe it could be possible to adapt and apply these incentives to MPBRH.    

A common statement made by developers is that there are “no real” incentives being offered for the creation of 

MPBRH. Suggestions were put forth such as lowering or waiving of DCs, fast-tracking/expediting the municipal 

approval process, standardizing the development processes, and adding policies which would provide a rationale 

to build MPBRH.    

3.2 Barriers to Implementation    

The common barrier that municipalities encounter when trying to encourage MPBRH is funding for incentives. A 

number of incentives involve redistribution of funds for the betterment of the municipality. Some single or two-

tier municipalities struggle to find adequate funds available to support developers with the large scale funding for 

MPBRH. Municipal officials interviewed for this project feel that the investment risks of rental housing are high 

and without the support of senior levels of government it is not feasible to provide incentives for the creation of 

MPBRH. Moreover, they believe that MPBRH is dependent on the private market without assistance from the 

regional and municipal governments, which leads to developers building condominiums opposed to MPBRH. 

We were also told by local municipal representatives that another barrier to implementation is the number of 

‘hoops’ that have to be jumped through in order to build MPBRH. In order to successfully do so, permission is 

needed from the upper tier governments.  
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The general consensus is that in order to implement policy for MPBRH, it is important to obtain provincial and 

federal governments funding to help pay for developer incentives. In addition, findings from our interviews 

outline the importance of providing policies in planning documents (e.g. Official Plans; Housing Strategies etc.) 

that further encourage the development of MPBRH.     

Developers tend to encounter barriers during the processing stage when building rental housing as opposed to 

condos, for example barriers relating to the high financial risks involved. When building condominiums, purchaser 

deposits provide part of the developer equity while guaranteeing that units will be purchased. You should include 

a sentence here about the uncertainty of occupancy in rental buildings.  Developers argue that the development 

process should be more receptive, facilitative, and most importantly more predictable.    

3.3 Financial Barriers     

A number of the incentives come with a price, and funding from the government is essential as the municipalities 

alone are not able to fund the developments. The most prominent financial risk identified is the amount of equity 

the developers have to put up front for MPBRH. According to developers participating in this study, rental housing 

generally requires putting 50 percent equity into projects, whereas condominium financing commonly require 30 

percent or less. By offering loans and guarantees the government will be able to help the developers with the 

initial costs.    

When building condominiums, it is common to have a broker sell a number of the units to investors and charge 

the developers a commission. It is common for the units to then be rented out as investments. By incentivising 

MPBRH, it would encourage developers to build rental units initially, eliminating the need for a broker, and 

lowering the marketing costs.    

The difference between MPBRH and condominiums in terms of tax structure is another issue. Income-producing 

rental properties are often charged higher property tax rates than condominiums are, which either needs to be 

paid for by the developers or gets passed on to tenants through rent costs.    

3.4 Key Findings    

The interview process was beneficial in acquiring information that was not available online. There was some 

consistency across the regions in terms of answers to the questions. Key take away points from the interviews 

include the following: 

 Developers believe that the most beneficial incentive is waiving or lowering DCs; 

 Municipalities need government funding from the provincial and federal governments in order to support the 

construction of MPBRH; and 

 Incentives should encourage private developers to construct MPBRH by lessening the financial risks associated 

with rental developments. 
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4.0 Current and Proposed 

Incentives 
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Incentives for Building Market Purpose Built Rental Housing Halton Peel York Durham Toronto 

Policy Provisions           

Parking Space Reduction     X X   

Waive Cash in Lieu of Parkland Dedication Fees     X X X 

Density Bonusing X X X X X 

Community Improvement Plans   X X X X 

Government Grants & Subsidies           

Capital Grant/Reserve Fund         X 

Conditional Grants   X       

Property Tax Breaks           

Property Tax  Waiver or Reduction   X X X X 

Incremental Tax Rate (includes tax increment equivalent 
  X X X X 

Imagination, Manufacturing, Innovation, Technology (IMIT) 
        X 

Brownfield Remediation Tax Assistance (Part of IMIT)         X 

Reduce Development Costs           

Development Charges Waiver   X   X   

Development Charges Deferral     X     

Building Permit Fee Reduction       X   

Land Leasing         X 

Expedited Processing           

Expedited Process    X X   

Fast Tracking Construction Permits   X       

The following chart (Table A) presents the current incentives that are offered throughout the GTA. Each region in the 

GTA makes available incentives to private developers to help encourage the production and construction of MPBRH. As 

the following chart shows some regions offer a substantial number of incentives while others are lacking. Descriptions 

of these current incentives can are provided in this report. As well the group proposes incentives from best practices in 

MPBRH utilized in other locations from around North America. A discussion of these is also provided. Some examples 

of proposed incentives include: Development Charge Reduction, Dual Processing, and Building Permit Fee Waiver.  

Table A: Incentives for Building Market Purpose Built Rental Housing  
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4.0 Current and Proposed Incentives 

One of the main objectives of this project is to design a toolbox of incentives that can help kick start MPBRH in the 
five regions of the GTA. The inventory of current and proposed incentives recommended for this project is a 
resource for local municipalities, regional governments, and the private sector to further incentivize MPBRH 
development.  

4.0.1 Legend  

All incentives will have a coloured writing/boxes, the incentive title, and associated description in order to 
distinguish whether the incentive is current, proposed, or for the purpose of creating awareness. The following 
colours will apply accordingly: 

1. Current Incentives                        

2. Proposed Incentives 

3. Creating Awareness 

4.0.2 Current Incentives 

For the purpose of this report, current incentives are defined as incentives which are currently implemented and 
used to incentivize the creation of MPBRH in specific regions located within the GTA. 

4.0.3 Proposed Incentives 

For the purpose of this report, proposed incentives are defined as those that are not currently being implemented 
and used in municipalities located within the GTA. These proposed incentives also include incentives that were 
formulated by GTA municipalities , or adopted from other municipalities located within Canada or the United 
States of America.Incentives which were adapted from other municipalities may for example include incentives 
that were originally used to incentivize social housing development. The incentive used to promote social housing 
development may have been slightly amended in order to successfully apply to MPBRH. 

4.0.4 Creating Awareness 

After an extensive research and interview process, it would be fair to conclude that the end goal of the private 
sector is to try to achieve the most feasible development possible. “Creating Awareness” involves tools that have 
been incorporated in the incentives section along with current incentives. Creating Awareness tools do not serve 
as direct incentives, but ultimately serve in lowering the cost for developers. These include readily available 
possibilities such as; wood frame construction, shipping container construction, and application process 
simplification which are all described in greater detail in the sections below. 

4.0.5 Inventory of Incentives  

One of the main components of this project is to design a toolbox of incentives that can help kick start MPBRH in 
the five regions of the GTA. The six categories of incentives listed below provide a menu that municipalities can 
use to select tools that could help incentivize MPBRH in their regions. The inventory of incentives recommended 
for this project is a resource for local municipalities, regional governments, and the private sector to further 
incentivize MPBRH development. 

4.1 Policy Provisions 

This section outlines a list of tools that direct the development of MPBRH through the use of regulatory 
incentives. This inventory of regulatory provisions identifies that the reduction of parking spaces, parkland 
dedication fees, density bonusing, and community improvement plans (CIP) will help incentivize rental housing 
development by reducing costs incurred by developers. 
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4.1.1 Parking Space Reduction 

Cities regulate the number of parking spaces through municipal zoning by-laws which generally dedicate a certain 
percentage of parking space(s) per residential unit, or for different uses. Parking space reductions are often 
granted through a Zoning By-law Amendment or variance application, depending on the size of parking space 
reduction. Section 40 of the Planning Act allows developers to enter into an agreement with the municipality to 
be exempt from providing the exact parking requirement. This incentive allows for a reduction in the amount of 
parking space required by the current by-law (Government of Ontario, 2012).  Include something about 
underground parking being significant construction cost for developers, and  addressing this could lessen up-front 
expenses. 

4.1.2 Waive Cash-in-Lieu of Parkland Dedication Fees 

This incentive waives cash-in-lieu parkland dedication fees. However, according to Section 51.1 of the Planning 
Act (2011), five percent of land included in a plan shall be transferred to the municipality for park or other 
recreational purposes if they choose to do so. When developing medium density residential, the province 
recommends parkland dedication based on one hectare/300 dwelling units or 1.2 hectare/1,000 residents; 
whichever is less. Moreover, when developing high density residential, parkland dedication should be based on 
1.2 hectare/1,000 residents. Waiving the cash-in-lieu requirement removes an additional expense to the 
developer and requires the municipality to absorb this cost (City of Markham, 2013).  

4.1.3 Density Bonusing 

Section 37 of the Planning Act states that, “The council of a local municipality may, in a by-law passed under 
Section 34, authorize increases in the height and density of development otherwise permitted by the by-law that 
will be permitted in return for the provision of such facilities, services or matters as are set out in the by-
law.” (Government of Ontario, 2012). A Section 37 agreement is triggered by a rezoning application requesting 
additional density. In order to encourage MPBRH, municipalities can grant developers an increase of height and 
density for MPBRH developments, making the development more profitable. The developer is able to receive the 
extra density it desires for its development as long as the developer provides a community benefit to the area 
(Planning Act, 2011). 

4.1.4 Community Improvement Plans 

Municipalities have the power to create community improvement project areas which in turn can offer an 
incentive such as stimulating private sector investment through municipal incentive based programs (Ministry of 
Municipal Affairs and Housing, 2009). Incentive based programs in a CIP can include grants and loans for the 
purposes of the CIP with the funds transferred directly to the registered owner of the building or property 
(Section 28, Planning Act, 2011) and tax assistance including the cancellation or deferral of taxes in relation to the 
by-law (section 365.1 of the Municipal Act). These aspects can directly stimulate private sector investment 
(Ministry of Municipal Affairs and Housing, 2009). 

4.1.5 Guaranteed Inclusionary Zoning 

A municipal tool implemented through a zoning by-law amendment to require a percentage of MPBRH housing 
units as a condition of approval (Mah, 2009). Although this tool operates outside of the scope of economic 
incentives, an inclusionary agreement would ease the construction process and open up lands to be acquired 
more easily. In doing so, the incentive here is provided by the ability to secure lands in advance while 
accumulating capital elsewhere.  

4.2 Government Grants and Subsidies 

Federal, provincial and local governments provide financing resources through the use of grants and subsidies, 
which incentivizes funding for the creation of MPBRH. This section provides an inventory of financial assistance 
mechanisms that developers can use during the developmental process of rental housing. 
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4.2.1 Capital Reserve Fund 

A contribution that assists with part of the costs such as expected, unexpected, or maintenance costs throughout 
the lifetime of projects that remain on a municipality’s balance sheet. The purpose of a Capital Reserve Fund is to 
identify when and where the municipality will need money and when it should be invested along the way for 
capital costs as they pertain to a particular project - in this case, rental housing initiatives . By having a Capital 
Reserve Fund, developers can ensure they will have access to funds for major restorations and renovations r with 
the help of the municipality. This is most often associated with social housing under the Social Housing Reform 
Act, 2000, and some municipalities (City of London, ON) have relaxed Capital Reserve Fund guidelines to 
incentivize MPBRH developers to offset overflow that social housing cannot manage (SHRA, 2000). 

4.2.2 Direct Subsidies 

A direct subsidy is a government benefit given to private sector developers in the form of a cash payment, or tax 
reduction, in order to make a project more feasible. This form of a subsidy can subsidize construction on a per 
unit basis, or any other ad hoc model contracted between the developer and the municipality. 

4.2.3 Grants for New Rental Housing Provided by Housing Trust Fund 

Grants designated to encouraging New Rental Housing could be processed through a Housing Trust Fund. A 
Housing Trust Fund is set amount of funds designated by a level of government for a housing purpose (i.e. Peel 
Region Housing Trust Fund for care centres) (2012 Annual Financial Report, 2013). Alternatively, Housing Trust 
Funds can be set up by Regional governments or non-profit groups to encourage MPBRH by providing grants to 
private sector developers building new MPBRH development. pool of funds are raised in strategic ways, and are 
used to provide grants at the discretion of the operators of the Regional Trust Fund. The funds are distributed 
according to a set of pre-determined criteria. Regional Trust Funds usually require the support and financial 
backing of the Federal and Provincial government (Caledon Institute of Social Policy, 2005). 

4.2.4 Conditional Grants 

Conditional grants involve an agreement between the developer and municipality, which allows developers who 
provide MPBRH to obtain a grant proposed by the municipality. These grants are subject to specific conditions 
being met by the developer.   York Region currently offers conditional grants that encourage private non-profit 
groups to build affordable housing where the developer is only eligible under a certain set of conditions. Included 
in the agreement are conditions which state that; the agreement shall be no less than 20 years; That the number 
of units provided shall not be less than 3 units; and the rent per unit must be below average rent as indicated by 
CMHC Annual Rental Market Report (Finance and Administration Committee, 2013).The model used in providing 
conditional grants for affordable housing in York Region can also be used and applied to incentivise new MPBRH 
developments. For example, conditions can be applied in a way where the agreement is arranged to grant 
developers with a reduction of DCs, building permits, or monetary amount. 

4.3 Property Tax Assistance 

This section discusses incentives based on municipal property tax reductions. This includes, but is not limited to: 
tax exemption, tax reduction, or tax credit. The following types of tax breaks encourage private developers to 
invest in MPBRH as this assists by lowering operating costs for the project, potentially making the project feasible. 

4.3.1 Reduction of Municipal Property Taxes 

Property tax is a levy set by the municipality based on the assessed value of the property. Reduction of the 
municipal property tax will allow for the developer to spend less annually on taxes. A municipality might choose 
to engage in this sort of arrangement if they can confirm the structure to be built will remain rental-only for a set 
number of years on a specific type of land classification. For example, under Schedule 20 regarding Taxation 
Information as published by the Municipality of Municipal Affairs and Housing, municipalities have been provided 
with the option of applying lower tax rates to lower-valued Commercial and Industrial properties (Ministry of 
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Municipal Affairs and Housing, 2015). 

4.3.2 Incremental Tax Reduction 

The developer pays a specified percentage of property taxes each year for a set amount of years where the 
percentage would increase annually until it matches the regular tax amount owed. This grant compensates the 
property owner by dedicating a percentage of city taxes that are attributable to the development of a property. In 
turn this tool supports the developer and will contribute to the overall supply of rental housing units (City of 
Oshawa, 2014). 

4.3.3 Tax Increment Equivalent Grant (TIEG) 

An incentive used by municipalities to provide financial assistance to developments that provide community 
improvements. Section 28 of the Planning Act states that municipalities may provide grants or loans within a 
designated community improvement project area. (Ministry of Municipal Affairs and Housing, 2000).  

4.3.4 Tax Increment Financing Grant 

The Tax Increment Financing Grant is a funding tool that encourages the construction of infrastructure as well as 
the ability to put vacant lands into productive use by private development projects (City of Chicago, 2015). This 
grant may be used in Ontario as a financial incentive by municipalities based on the grants and loans arrangement 
in Section 28 of the Planning Act for Community Improvement Plans. While this incentive is similar to the TIEG, it 
stands alone as an opportunity to allow a flexible plan to be customized towards a municipality's budget and 
economic development priorities.  

4.3.5 Imagination, Manufacturing, Innovation, Technology (IMIT) Financial Incentive Program 

The IMIT is a City of Toronto program that provides financial incentives to encourage the development of 
buildings with the assistance of development grants or tax cancellations. This mechanism is based on a 
percentage of increased municipal property taxes from the development over a 10 year period. The IMIT program 
is applied to create employment categorized under the imagination, manufacturing, innovation, and technology 
sectors. In order for the IMIT program to be relevant to MPBRH it will require collaboration amongst various 
sectors in the form of a mixed use development thereby incorporating MPBRH units. Refer to the chart below for 
visual representation. (City of Toronto, 2011). 

 

 

 

IMIT Program Payment Schedule 

Year Grant to Owner 
(as % of MTI) 

Tax Retained by City 
(as % of MTI) 

Year 1 100 0 

Year 2 91 9 

Year 3 82 18 

Year 4 73 27 

Year 5 64 36 

Year 6 56 44 

Year 7 47 53 

Year 8 38 62 

Year 9 29 71 

Year 10 20 80 

Year 11 0 100 

Table B: IMIT Program Payment Schedule 

MTI—Municipal 

Tax Increment 
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4.3.6 Brownfield Remediation Tax Assistance (Part of IMIT Program) 

Brownfields are properties contaminated by previous uses. The sites are often vacant, underutilized, unsafe, 
unproductive or abandoned. They must be remediated for before they can be redeveloped. This incentive 
provides tax assistance for brownfield remediation in order to make brownfield projects more attractive and 
feasible for developers. Properties will qualify for assistance only where brownfield remediation is undertaken in 
order to develop the property for non-retail employment uses. The City of Toronto may cancel up to 100 percent 
of the tax increment resulting from development post-remediation for up to three years. This incentive applies to 
any redevelopments of brownfield sites, including MPBRH. This incentive also operates under the IMIT program 
umbrella (City of Toronto, 2011). 

4.4 Reduce Development Costs 

This section addresses incentives that can be used to reduce development costs for MPBRH. Specifically, incentive 
such as reducing all or part of DCs under the Development Charges Act, building permits, and grants are utilized in 
different ways to encourage MPBRH. 

4.4.1 Development Charge Waiver 

Municipalities use the exemption of local DCs to reduce costs for directing land and building development located 
in downtown cores, industrial and commercial areas and in transit nodes and corridors, where higher-density 
growth is desired. Municipalities then apply the DCs which were collected from the developers in ways that best 
suit the municipality’s growth strategy. Waiving DCs include a complete exemption of required DCs associated 
with any capital construction project required by upper tier, lower tier, and single tier municipalities when 
creating new developments, in accordance with the Development Charges Act, 1997 (City of Markham, 2014). 

4.4.2 Development Charge Deferral 

Section 27(1) of the Ontario Development Charges Act stipulates the legislative authority that provides 
municipalities with flexibility regarding when DCs may be collected as follows: “A municipality may enter into an 
agreement with a person who is required to pay a development charge providing for all or any part of a 
development charge to be paid before or after it would otherwise be payable”. In other words this reduces the 
upfront cost of paying DCs and defers them to be paid at a later date, which is agreed upon between developer 
and municipality (Town of Newmarket, 2012).  

4.4.3 Development Charge Reduction 

Reducing the amount of payable DCs arising from new MPBRH developments or otherwise. Section 60(1)[k][m] of 
the Development Charges Act, 1997, explains that government contributions authorized by the Lieutenant 
Governor can be issued as DC reductions (Development Charges Act, 1997).  

4.4.4 Development Charge Received in Instalments 

DCs can be paid in a set of instalments over a period of time on a pre-determined payment structure that is 
agreed upon between the developer and municipality (British Columbia Local Government Act, 1996). As is 
stands, only local services are allowed to make payments in instalments under Section 59 (2)[a][b] of the 
Development Charges Act (Development Charges Act, 1997). 

4.4.5 Building Permit Fee Waiver 

This is a tool that waives the cost of a building permit fee for a developer building MPBRH. The exemption of the 
building permit fee does not include the exemption of obtaining a building permit itself. 
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4.4.6 Building Permit Fee Reduction 

Instead of providing a complete exemption of the building permit fee, the building permit fee is reduced by way of 
a rebate, grant, or simply an agreed upon an amount that is supported by the municipality. This does not include 
the omission of obtaining a building permit itself. 

4.4.7 Land Leasing 

A financial agreement where a land owner leases property to a developer under the condition that when the 
property is eventually sold, the property is independent of the physical structure . Infrastructure Ontario often 
enters into these conditions in order to conserve land on a long-term basis. A variety of lots are available due to 
size and type of the property that the developer seeks. 

4.4.8 Wood Frame Construction 

As of January 1, 2015 changes to the Ontario Building Code, 2014 now allows the use of wood frame construction 
for buildings up to 6 storeys in height. Although it is not a direct incentive for development projects, developers 
should be made aware that the use of wood frame construction is a tool that may be used in lowering 
construction costs.  

4.4.9 Shipping Container Construction 

The use of shipping containers is another way of reducing overall construction costs in order to make rental 
projects more feasible. While wood frame deals with the framing and support system of a building, shipping 
containers would be used to construct exterior walls (Thinking Outside the Box, n.d.). For example, the City of 
Vancouver completed a 12 unit social housing complex, which included units that were soundproofed and 
insulated to or beyond building codes. The hard construction costs revealed a $137,500 reduced construction fee 
per unit size from conventional concrete units (Crayex Container, 2015). 

4.5 Expedited Processing 

The overall purpose of expedited processing is to reduce delays and increase overall efficiency in the development 
process, where residential developments dedicated to building MPBRH would be made a priority. Figure 7 
conceptually illustrates how more time spent in the development/approval process results in less profit for the 
developer.  

4.5.1 Prioritized Development Process 

At the discretion of the municipality, priority will be designated for proposed MPBRH developments, which could 
provide an efficient development process with reduced costs due to the proficiency of this method. For example, 
this may include a process which makes any MPBRH related developments a priority over all other development 
applications. 

 

This is a visual representation of how the 

efficiency of the project influences the profit of 

the development. Without delays present in the 

projects development process, the more 

substantial increase in a profit the developer will 

receive.  

Figure 7: Project Cost 



 20 

 

4.5.2 Dual Processing 

Dual processing is an incentive that can be applied to benefit and prioritize specific MPBRH developments. In 
order to expedite the process, dual processing would entail the processing of development applications based on 
categories. Municipalities may choose to include a process which assesses application priority, fast-tracks straight 
forward and complete applications, and consolidates multiple steps of the development process simultaneously. 
This would allow a streamlined process to accelerate development for rental housing projects, while all other 
development applications would have to go through the traditional development process. 

4.5.3 Fast Tracking Construction Permits 

The fast tracking of construction permits is an extension of expedited processing. This allows for priority 
observation and a decision to be determined in relation to construction permits at the discretion of the 
municipality. 

4.5.4 Process Simplification 

This upgrade is not an active economic tool, but rather addresses problems that are associated with current user 
interfaces which municipalities employ. Applying this method would save developers money in time and 
resources better spent elsewhere. This would encourage municipalities to make websites as simplistic and user-
friendly as possible, as certain municipal websites were found to be complex and difficult to navigate. This 
upgrade is not directly associated with MPBRH development, but would increase the overall efficiency for all users 
(Greater Vancouver Homebuilders Association, 2014). 

4.6 Other Approaches 

In addition to the toolbox of incentives being provided for the encouragement of rental housing, there are 
supplementary tools that can also be used by local municipalities, regional governments and private developers in 
producing rental housing. This menu of tools creates a resource to highlight additional incentives that will provide 
for the construction of rental housing in the GTA.  

4.6.1 Secondary Suites 

According to The Planning Act, secondary suites require the authorization by a municipality, which is found within 
the municipality’s Official Plan. Secondary suites can be authorized by municipalities to permit subdivision 
developers to include secondary suites in new homes. Although this is not a direct incentive for the private sector, 
it could be relevant if it improves the value returned after sale by an owner. It is limited in scope and therefore 
has typically remained an incentive for detached dwelling units making additions, most often for the purpose of 
collecting revenue as a landlord from the incumbent. If an OPA or ZBA could alleviate certain conditions for the 
secondary suite criteria, this could become a useful application for renovating or restructuring older buildings 
(Chapter 150.10 - Zoning By-Law 569-2013, City of Toronto).  

4.6.2 Rebates for Secondary Suites 

To further encourage the use of secondary suites, municipalities may choose to offer grants. This further 
encourages small property owners to seek out permits that allow them to add additional dwelling units. Once 
certain safety, environmental, and building code criteria are met, homeowners with secondary suites can apply 
for rebates (Second Suites: Homeowner Guide, City of Toronto). 
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4.7 Development Process 

The steps above outline the procedure for developers when undertaking a development project. The first step is 

pre-consultation in which the developer meets with the staff of the local municipality and/or regional municipality 

to discuss a potential development application. The developer then submits an application to the local 

municipality’s planning department along with the required fees and background studies. A site plan agreement is 

drafted by the local municipality to ensure that all local and regional municipality standards and requirements are 

met. Once the project is approved, construction of the project can begin. When construction has been completed, 

the developer is permitted to operate the project.  

As illustrated, these steps provide flexibility in the development process for municipalities to implement 
incentives that will encourage the creation of MPBRH projects. 

Figure 8: Development Process  

4.6.3 Discretion of Unit Sizes 

A municipal tool that allows developers to: 

 Create more units that are larger in size or; 

 Create more units that are smaller in size. 

This depends on the feasibility of the proposed development and demands of the community. Unit sizes that are 
larger allow for a higher rent than smaller unit sizes, whereas, smaller unit sizes allow for more units to be built in 
a smaller amount of space, thus allowing for more rents to be collected. If a developer can arrange for an adapted 
unit size requirement to increase profitability - discretion of unit sizes becomes a mutually beneficial tactic and 
therefore is an indirect incentive to be noted. 
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5.0 Case Studies 
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5.0 Case Studies 

One case study was selected for each region to represent recent MPBRH developments. Every case was chosen 
based on a specific set of criteria for the purposes of comparing and analyzing the incentives and planning tools 
offered. The case studies were chosen based on the following criteria:  

 The buildings have been constructed within the last 10 years or are in the early stages of the development 
process; 

 Rents are collected at the market rate; and  

 The project is a for-profit investment.  

Figure 6: Case Study Map 
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5.1 The Magnolia  
Drewlo Holdings I 140 Plains Road West I Burlington I Halton  

The Magnolia was built and is currently managed by 

Drewlo Holdings, a family-owned business that has 

been developing, constructing and operating 

apartment buildings for over 55 years. The building is 

situated among other apartment buildings constructed 

by the same developer. It is located along Burlington’s 

major bus routes, in close proximity to the Aldershot 

Go Station, and Highway 403. There is also a direct bus 

route that connects residents of the building to the 

Burlington Go Station. The building offers 

condominium-like amenities such as a fitness room, 

car parking, bicycle storage, full applianced kitchens, 

ensuite laundry, whirlpool, and sauna.  

The property is located near the Waterfront, 

MapleView Shopping Centre, and Burlington Mall.  

There were no incentives offered for this project. This 

demonstrates that there is a market for MPBRH in the 

City of Burlington, and suggests that there are 

locations in the GTA where the market already exists 

for the creation of MPBRH. This suggests that some 

areas across the five regions may not benefit from the 

use of incentives.  

 

 

Furthermore, this project adheres to the Growth Plan 

of the Greater Golden Horseshoe with regards to 

providing a mix of housing types (e.g. MPBRH) to 

create opportunities for people to live close to where 

they work.  

The developer has constructed six other apartment 

buildings on the same parcel of land. As a result of the 

buildings being on the same parcel of land, it is the 

assumption that land costs for the buildings would be 

reduced. This would add to the feasibility of the 

project as land costs represent one of the highest costs 

of construction.  

PROJECT FACTS 

Date Constructed: 2010 

Units: 186 

Storeys: 12 

Rent for 1-bedroom and square footage: 

$1,148 ($1.44 per sq. foot)  

Source: http://assets.theliftsystem.com/p/drewlo/images/gallery/full/1417217386_DSC_0238.JPG 
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5.2 The Landmarq  
Medallion Developments I 171 Main Street North I Brampton I Peel 

The Landmarq is in Downtown Brampton located at 
the corner of Main Street North and Market Street. 
The building is near multiple transportation routes 
including City of Brampton public transit bus service, 
and the Brampton GO Station. City of Brampton is also 
a Mobility Hub. This property is located in Downtown 
Brampton which is a Urban Growth Centre by the 
Greater Golden Horseshoe.  

Landmarq has one, two, and three bedroom 
apartments . The building was designed with high 
attention to detail and quality finishes. The suites 
features designer kitchens and bathrooms, and the 
building comes with desirable amenities such as a 
state of the art fitness centre and a theatre room. The 
two buildings are linked to a common core to act as a 
single building and share atrium.  

The development project took advantage of the 
Brampton Development Charge Incentive Program. 
This program is a part of a Community Improvement 
Plan for the downtown and Central Area in the City of 
Brampton. The DCs Incentive Program seeks to 
support intensification and mixed use development in 
targeted locations within the Central Area, by 
providing relief from City DCs. The level of DC 
reduction is established by way of a scoring system. 
The higher the project scores against the set of criteria 
(location, preferred type of development, high quality 
physical environment, community benefit and 
sustainability) the greater the discount.  

The Landmarq building received a reduction of 
approximately $1.5 million, of the DCs. This program is 
available for both rental and condominium project.  

PROJECT FACTS 

Date Constructed: 2008 

Units: 258 

Storeys: Two towers at 10 and 14 Storeys 

Rent for 1-bedroom and square footage: $995 

($1.81 per sq. foot)  

Source: https://4rent.ca/LocationImg/1186/1-m.jpg 
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5.3 212 Davis Drive  
Green & Rose Developments Inc. I 212 Davis Drive I Newmarket I York 

The approximately 2.4 acre property is located on the 
south side of the Davis Drive, between Parkside Drive 
and Lorne Avenue. The project is currently in the pre-
construction stage. Along with adding to York Region’s 
much needed supply of rental housing, this property 
helps to achieve intensification objectives set out by 
the Growth Plan for the Greater Golden Horseshoe 
(GGPGH), as it is located in the Newmarket’s Urban 
Growth Centre. 

212 Davis Drive is situated in a location-efficient 
neighbourhood, where people live closer to work, 
rapid transit and amenities The property is just east of 
Highway-404. Additionally, Davis Drive has been 
identified as a corridor that currently supports transit 
networks such as VivaNext Rapidway and York Region 
Transit. Metrolinx has also identified two Mobility 
Hubs within the Urban Centre at the intersection of 
Yonge street and Davis Drive, and the Gateway Hub at 
the existing GO train station.. The transit routes and 
highways allow for 212 Davis Drive to be easily 
accessible through different modes of transportation. 

This is a pilot project that York Region will continue to 
monitor. If successful, the incentives may be replicated 
throughout the region. The incentives offered were 
agreed upon between the developer and the region, 
on a one time basis. 

 

The incentives that were used include: 

 36 month deferral of approximately $3,900,000 in 
DCs at a current borrowing (interest) rate of 4.52 
percent;  

 Cash-in-lieu of parkland dedication will be paid at 
five percent and deferred for 36 months from the 
issuance of the Building Permit;  

 Planning Application fees, and Building Permit fees 
were all waived;  

 Zoning By-law Amendment: Current Zoning By-law 
2010-40 was amended from six storeys to permit 
15 storeys;  

 Density Bonus: an increase from one FSI to two FSI;  

 Parking reduction from 1.25 spaces per unit to 0.98 
spaces per unit;  

 56 affordable units to be dedicated as affordable 
housing and subsidized by Housing York Inc; and  

 Terms require the building to remain rental for a 
minimum of 20 years.  

(Town of Newmarket, 2014) 

 

PROJECT FACTS 

Date Constructed: Pre-Construction Stage 

Units: 225 units, 65 affordable housing 

Storeys: 15 Storeys  

Rent: Estimated to be slightly above market 

rental rate in the town of Newmarket 

Source: http://rosecorp.com/dev/wp-content/uploads/2014/11/Residential-212-Davis-Drive.jpg 
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5.4 100 Bond  
Atria Development Corp. & Bond and Mary Development Inc.  

100 Bond Street East I Oshawa I Durham 

100 Bond is located in Oshawa’s downtown Growth 
Centre at the northwest corner of Bond Street East 
and Carriage Works Drive. This new development is 
geared toward serving the professionals working in 
medical, educational, legal and manufacturing 
industries. With the community experiencing 
significant change, this revitalization will provide 
citizens with new facilities, a variety of dwellings, 
restaurants, and retail at grade. The main focus of this 
project is to enhance the City’s Central Business 
District Community Improvement Area by introducing 
modern and convenient living to Oshawa’s growing 
rental market.  

The corner location provides for excellent visibility and 
connections from Bond Street East, which is one of 
Oshawa’s most active intersections. With its close 
proximity to multiple transportation networks, 
Durham Regional Transit routes can easily be accessed.  

100 Bond is located in a neighbourhood that is 
adjacent to different amenities and services. Some of 
these include the new Durham Region Courthouse 
situated directly to the east of the site and the Durham 
YMCA, which is directly to the north. In addition, the 
neighbourhood in which this new building is located is 
also near the University of Ontario Institute of 
Technology (UOIT). Above all, the building offers fiber 
optic connections, five brand new appliances and 
underground parking.  

The proposed incentives requested for this 
development by Bond and Mary Development Inc. 
(B.M.D.I) includes the following as stated by the 2014 
Public Report:  

 Waive the fee of all City DCs; 

 Waive the fee of all City cash-in-lieu of parkland 
dedication expenses; 

 Provide a Building Permit Fee Grant of $100,000; 

 Provide an Increased Assessment Grant of over a 
10 year period, which compensates the property 
owner a portion of the City taxes attributable to 
the redevelopment of a property; and 

 Work with the Region of Durham and B.M.D.I. to 
lower and defer the fee of Regional Development 
Charges to after completion and funding of Phase 
one and with equal proportionate payments over 5 
years upon occupancy of the development. 

 

It should also be noted that staff comments in that 
report say “the project might not occur save and 
except for the Increased Assessment Grant and that 
the City and community ultimately benefit from the 
project and its increased assessment/tax base in later 
years…”  

PROJECT FACTS 

Date Constructed: construction approved  

Units: 239 residential units, and retail at grade 

Storeys: 12 storeys  

Rent: Estimated to be slightly above market 

rental rate in the city of Oshawa 

Source: http://atriadevelopment.ca/wp-content/uploads/2014/11/100-bond-001.jpg 
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5.5 The Heathview  
Morguard Residential I 320 Tweedsmuir Avenue I Toronto  

The Heathview property is located in the Forest Hill 
neighborhood of the City of Toronto. It is the first 
rental building to be constructed in the neighborhood 
in 40 years. It’s located north or south of St. Clair 
between Spadina and Bathurst streets. While not a 
mobility hub the property is close to St. Clair West 
subway station and also the 512 streetcar line, 
meaning it is well serviced by public transportation.  

The amenities include condominium-like features such 
as a lobby with 24 hour concierge, a party room, 
fitness centre, guest suites, private dining room, and 
outdoor terraces and courtyards. The surrounding 
areas include green space, retail stores, and schools.  

These two towers replaced two smaller rental 
buildings that were constructed in the 1950s which 
had a total of 146 units. In compliance with the zoning 
by-law, these rental replacement units were required 
to be completed and available for occupancy prior to 
the earliest of any other dwelling unit. In addition to 
the replacement of the existing rental units, the 
developer was also required to cap the rental rates of 
these units for the specified period of time.  

The developer applied Section 37 of the Planning Act 
in order to increase the height of the two proposed 
towers. They were subsequently required to pay 
$500,000 towards capital improvements and 
enhancements to the Ben Nobleman Park, Wychwood 
Barns Park, Cedarvale Ravine, Cedarvale Park and 

Artscape Wychwood Barns. The developer was also 
required to pay $700,000 for onsite public art.  

There were no other incentives involved in the 
development of the Heathview. The developer was 
able to acquire the lands at an acceptable amount and 
the market subsequently determined a rental price.  

PROJECT FACTS 

Date Constructed: 2014 & 2015   

Units: 600 units 

Storeys: Two towers at 30 storeys each  

Rent for one bedroom and square footage: 

$1,690 ($2.12 per sq. foot)  

Source: http://urbantoronto.ca/sites/default/files/imagecache/images/articles/2014/14234-39451.jpeg 
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5.6 Analysis 

A common element in these case studies is that the provision of amenities are comparable to condominium-like 
features. For example, many of the buildings have fitness rooms, party rooms, pools, and modern appliances. 
These types of amenities are not typically found in older rental buildings. By offering these amenities, the 
developers are able to cater to people who would normally rent out a condominium from a private landlord.  

Another common element in the case studies was that they were located within walking distance to vibrant retail 
strips. This means the renters will have access to a variety of restaurants, cafes, and other services.  

All of the properties have access to transit whether it be through highways, buses, GO stations, or subways 
stations. By having properties in these locations, the development is highly desirable and accessible.  

Three out of five of the properties are located in areas identified by the province as Growth Centers. The 
Heathview and The Magnolia are not located in Growth Centers.  

The number of incentives used by each case studied varied. Two of the case studies had numerous incentives 
offered, while the other three only utilized one or or two. The number of incentives offered depends on the 
region and where the property is located within the region as shown in table A.  

As table A indicates, Halton Region has a limited number of incentives and as the case study demonstrates there 
are no incentives offered to The Magnolia located within the region. In contrast, York Region had a number of 
incentives applied; however it must be noted that 212 Davis Drive is a pilot project.  

It should be noted that limited number of case studies used in this report should be taken into account when 
reviewing these findings. There are many examples throughout the GTA that can be applied additionally to the 
five case studies discussed above.  
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6.0 Federal and Provincial 

Incentives 
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6.0 Federal and Provincial Incentives 

6.1 Legislative Frameworks Enabling and Preventing Rental Housing  

Federal and provincial bodies have a vital role in determining the condition, maintenance and regeneration of 
Canada’s rental housing stock – yet they continually withdraw and rely on the private-sector mechanism to correct 
itself. Admitting on average over 250, 000 permanent residents each year, Canada demands a proportionate 
amount of rental units available at or below market rates to facilitate this influx (Government of Canada, 2014). 
For many residents, ownership rates continue to reflect market inflation further pushing affordable living outside 
of the tangible scope for low-to-moderate income households. As with many non-profit and private sector 
investors, provincial and federal governments continue to provide fewer avenues to balance the scale for MPBRH 
developers.  

6.1.1 Federal Review of Current Provisions - Canada  

On a national scale, housing starts have remained relatively stable, and in accordance with CMHC’s economic 
evaluation for the projected year of 2015-16, starts are widely expected to remain on par. However, this data is 
skewed by incorporating single-unit, semi-detached and condominium ownership (accumulatively 12.4 million 
dwelling units, 2006 Canadian Census) and does not accurately reflect the true nature of our rental housing stock. 
In reality, MPBRH in Canada represents a fraction of this at 629,000 units. Of this fraction, there are even fewer 
set-aside for MPBRH units at 505,000 units nationwide (CMHC, 2014).  

Without any downward pressure at the federal level, there is no prescribed process requiring their provincial 
constituents to allocate their housing budget towards providing economic incentives for MPBRH specifically. 
Instead, they most often allocate funds towards social housing initiatives where a greater majority of the public 
would agree. When this is applied and funds trickle down to municipalities, it neglects the fact that still a greater 
percentage of residents making a living without government aid remain with increasingly fewer options for 
accommodation. This fundamental gap in our top down system of governance needs to be addressed in legislation 
and also by those with whom tax money is entrusted (FCM, 2014).  

6.1.2 Provincial Review of Current Provisions - Ontario  

Without any rigid guidelines to direct provinces and align interests, the housing market remains susceptible to 
market externalities that might otherwise be diverted by the consistency of a national housing strategy. Market 
filtering is an economic process where consumers over time compromise expectations and demands in order to 
satisfy their most fundamental needs - in this case, housing as shelter. Through market filtering, the provincial 
government of Ontario sidesteps their responsibility to use their legislative authority to set exact targets for newly 
constructed rental units. Instead, they rely in part on market filtering; waiting for population growth to exceed 
attractiveness of a central location to augment how consumers perceive rental units. In essence, low-to-moderate 
income households eventually compromise in taste, housing composition, and amenities to acquire a rental unit in 
a more practical or desirable location. In turn these populations seek out and fill older rental units in a more 
central location (that were once undesirable) filling what is available from the rental housing stock. This process 
dramatically reduces the rental housing vacancy rate (Black, 2012).  

As Ontario’s rental stock grows older, it is necessary to consider how we will preserve rental units. Or perhaps, if 
we will begin a new chapter in Canadian housing history altogether. The CMHC has been criticised by private 
developers for having such a demanding underwriting process for mortgage arrangements and the usurious cost 
of insurance making the prospect of rental housing unattractive from the beginning. A report issued by the CMHC 
in 2013 indicated that the corporation, “prudently manages mortgage loans… through a rigorous process.” The 
CMHC further explains under terms and conditions that this is necessary in determining what projects are most 
deserving of the low-interest lending programs they offer. Also, which applications are the most reliable (CMHC, 
2013).  
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Private sector investors in Ontario are less likely to engage in these high risk capital intensive projects if there is no 
substantial legislative framework to ensure that government programs will remain long enough to see through 
the completion of their endeavor. A prescribed process was a recurring suggestion from stakeholders to establish 
consistency on two levels. At the top, it will require that the federal and provincial levels remain accountable for 
incentives they offer preventing them from renegotiating terms after the fact. At the municipal level, it will allow 
specified rental housing targets to be set. While acquiring the initial capital is a barrier in itself, financial lenders 
have first claim to any profits before the developer’s claim further exacerbating and widening the negative cash 
flow gap by years. By prescribing a development process with secure incentives, the government can guide and 
correct this (Black, 2012).  

While provincial tax incentives make home ownership attractive and affordable for those who can make that 
move in Ontario – by and large, the interests of renters or developers looking to provide rental units are 
overlooked as potential economic drivers locally, regionally, provincially and nationally. It is for these reasons 
Canada’s rental housing stock depleted over decades without balance to sustain a healthy housing market. In 
recent years, there have been several pilot projects across Canada (most notably Rental 100 – formerly STIR – 
based out of Vancouver, BC) to address the need for rental housing. There has been resurgence in the attitude 
towards developing public-private partnerships for the greater good of Canadian residents. These pilots have led 
the way for establishing a need for restructuring in the Canadian legislative framework. By providing grants as 
opposed to tax incentives, government officials at both the federal and provincial level can pre-determine the 
total expenditure of a given program with a finite pocket to draw from. By specifying the amount to be allotted in 
total, expectations for developers can be appropriately adjusted so that they may prepare and seek out additional 
methods for generating revenue on a short and long-term basis. It this sort of thinking that will bring together 
loose ends of the process for purpose-built rental housing and create effective conditions for doing so (FCM, 
2012).  

6.2 Overview of Federal and Provincial Incentives  

While this project aims to address economic tools at the municipal level, it is worthwhile to consider those at the 
disposal of superior jurisdictions. It should be noted that the federal government allocates its Housing Budget 
annually in one lump sum that is then divided proportionately amongst all 10 provinces and three territories 
(Flaherty, 2014). For this reason, only incentives that pertain to Ontario have been listed in Appendix III found at 
the end of the document.  

The federal government relinquished its authority over housing decades ago (1954) deciding that offering 
provincial autonomy on the subject would allow each region of Canada to tailor their own housing program. Since 
then, it has become a major component of Ontario’s budget receiving on average $400 Million in funding spread 
over five years at a time. The Ministry of Municipal Affairs and Housing along with the CMHC deliver these funds 
to Ontario and from there, incentives for individual housing projects (both affordable and market rate) are 
developed.  

Unfortunately, because of the financial intricacies of funding input and revenue output in Ontario, it is difficult to 
conceptualize an accurate snapshot in order to evaluate these systems (Côté & Tam, 2013).  

In a joint effort, known as the New Residential Rental Property Rebate, Ontario along with the federal 
government, offer the opportunity to return part of the respective HST and GST tax collections they receive to a 
developer building rental housing. This works as an incentive for rental operators because they cannot claim an 
Input Tax Credit because long-term residential leases are exempted. Apart from this essential program, Canada 
Revenue Agency offers a number of deductible options for the rental housing developer covering maintenance 
and repairs, fees associated with professional services, administrative costs and utility fees among several others 
(CRA, 2013).  

On the whole, federal incentives are geared towards social housing deficits at the national scale and therefore are 
very rarely directed at Ontario, who already receives nearly half of the total funds channeled through CMHC - 
$400 million out of $905 million (Ontario-IAH, 2011). For example, many benefits, programs and incentives are 
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specific to the development of Canada’s most northern regions addressing the critical needs of these isolated 
areas (see - the Canadian Northern Economic Development Agency’s Strategic Investment in Northern Economic 
Development [SINED] program online). Returning the focus to Ontario, the Investing in Affordable Housing for 
Ontario program (IAH) determines how federal money is divided amongst social affordable, market rental and 
miscellaneous projects associated with housing. The IAH delivers lump sums in bursaries, grants and subsidies 
that can be used at the developer’s discretion (Ontario-IAH, 2011). Ontario encourages developers to use 
environmentally friendly technology in pursuit of LEED certification. The Ontario Power authority offers rebates 
on newly constructed units that make use of eco-friendly materials, appliances, fixtures, and other construction 
related materials (Ontario Power Authority, 2014). As the rental housing market and the attitudes towards public-
private partnerships evolve, it is likely the number of directly applicable incentives will increase.  

For a detailed list of incentives currently offered from the federal and provincial levels, please see Appendix III.  
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7.0 Financial Analysis  
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The following chart (Table C) was created to help show the impact of each incentive. A purpose-built rental project 

has been modelled in six locations across the GTA. There is a project located in each region, with two in the City of 

Toronto. The analysis is framed from the perspective of a developer using a financial pro forma analysis to illustrate 

the impact of the incentives on each project’s feasibility. The IRR which is the annual rate of return or profit on an 

investment has a percent change which is recorded on the regional incentive comparison chart. To create an 

effective comparison, the scale of the project (e.g. site area, gross floor area, leasable area, etc.) is assumed to be 

identical for each location. The built form is not specified but the project could be imagined as two 25-storey 

towers atop a three storey podium. 
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Incentive Effectiveness (Percent Change in IRR) 

  Toronto Scarborough Mississauga Vaughan Burlington Oshawa Average 

Incentive 

Development Charge 

Waiver 1.17% 3.62% 7.20% 5.86% 4.68% 4.65% 4.53% 

Development Charge 

Deferral - 3 Years -1.19% -1.84% -3.86% -3.66% -2.55% -2.47% -2.60% 

Development Charge 

Installments -0.35% 0.08% 0.04% 0.53% 0.04% 0.02% 0.06% 

Development Charge 

Waiver 50% 0.59% 1.87% 3.79% 2.90% 2.42% 2.41% 2.33% 

Property Tax Waiver 4.93% 2.72% 3.84% 3.53% 8.34% 14.11% 6.25% 

Property Tax Incremen-

tal Increase - 10 Years 3.60% 2.14% 3.44% 2.08% 3.07% 6.30% 3.44% 

Property Tax Waiver 50 

% 3.39% 1.18% 2.81% 1.75% 3.87% 5.37% 3.06% 

Cash In Lieu of Parkland 

Waiver 0.43% 0.42% 1.85% 0.91% 1.21% 0% 0.80% 

No Application Fees 0.06% 0.19% 0.09% 0.10% 0.12% 0.02% 0.10% 

No Cost of Land 5.34% 5.18% 3.70% 2.23% 2.02% 0.94% 3.24% 

Expedited Processing 0.67% 1.67% 1.54% 1.18% 1.49% 1.54% 1.35% 

Parking Space Reduction 

50% 1.70% 5.21% 4.25% 3.80% 4.77% 5.29% 4.17% 

No Parking Requirement 3.34% 9.72% 8.04% 7.12% 9.01% 9.90% 7.86% 

  

Base Case IRR 6.00% -1.58% -0.40% 6.78% 0.57% -0.39% N/A 

  
              

Table C: Incentive Effectiveness 
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7.0 Financial Analysis 

7.1 Purpose 

The purpose of this financial analysis is threefold: 

 To demonstrate how, and by how much, an incentive could help to make a MPBRH project financially 
feasible. Fees, taxes, and charges vary from one municipality to the next. The cost of land and the market 
rent in each municipality also varies. While it is possible that a development may be profitable without 
incentives, this is not the case across most of the GTA. There is a profitability gap to be bridged before a 
purpose-built rental project will be constructed. The percent change in Internal Rate of Return (IRR) is used to 
gauge the impact each incentive could have in bridging this gap. Alone or in combination, these incentives 
may help meet the developer’s investment goals. The cash flow statements in Appendix IV illustrate how a 
developer would account for the incentive.  

 To inform the discussion between developers, municipalities, and citizens as to how incentives can be 
leveraged to meet broad public policy objectives. This analysis illustrates how municipal fee structures, 
policy processes, and market fundamentals converge to produce an uneven economic landscape. These 
incentives are tools that can be used to stimulate economic activity. 

 To identify the costs borne by the municipality when they implement an incentive. There are three types of 
direct costs a municipality could incur. There is the loss of fees and charges levied to cover the cost of the 
development approvals process or the expansion of city infrastructure. There is the indirect cost of a 
foregone revenue stream like property taxes or from the sale of city-owned land. Lastly, there are costs 
associated with restructuring a city processes, either as an incentive itself or through the implementation of 
any other incentive. 

7.2 Approach 

To understand the impact of each incentive, a purpose-built rental project has been modelled in six locations 
across the GTA. There is a project located in each region, with two in the City of Toronto. The analysis is framed 
from the perspective of a developer using a financial pro forma analysis to illustrate the impact of the incentives 
on each project’s feasibility. The IRR which is the annual rate of return or profit on an investment has a percent 
change which is recorded on the regional incentive comparison chart (Table C). 

7.3 Method 

To create an effective comparison, the scale of the project (e.g. site area, gross floor area, leasable area, etc.) is 
assumed to be identical for each location. The built form is not specified but the project could be imagined as two 
25-storey towers atop a three storey podium. This dense urban form precludes many municipalities from this 
study due to provincial smart growth policies and basic market conditions. Similarly, these municipalities often 
have such low home ownership costs that renting is not a reasonable decision. It is also assumed the project 
requires an Official Plan and Zoning Amendment to allow for this type of high density development. 

The six locations used for this analysis are: 

 Downtown Toronto, City of Toronto 

 Scarborough City Centre, City of Toronto 

 Vaughan, York Region 

 Mississauga, Peel Region 

 Oshawa, Durham Region 

 Burlington, Halton Region 
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The following sections detail each assumption made in the financial analysis. The references attached to Appendix 
IV note the source of any data point that is not assumed. 

7.3.1 Building Assumptions 

The Gross Floor Area (GFA) measures total floor space within the building. This space accommodates parking, 
amenities, mechanical structures and other shared uses. The Gross Liveable (or Leasable) Area (GLA) measures 
the combined floor space of rental units. The Altus Canada Construction Cost Guide 2015 assumes the GLA is 70 
percent of the GFA. The same assumption is made for this analysis to eliminate any confusion when calculating 
development costs. 

Municipalities levy development charges differently across the GTA. They are either levied according to the size of 
the units or the number of bedrooms. When a municipality levies a development charge based on unit size, they 
charge a different rates for small units and large units. Units with less than 650 ft2 or 750 ft2 (depending on 
municipality) are considered small, while units larger than 650 ft2 or 750 ft2, are considered large. Alternatively, if 
a municipality differentiates by the number of bedrooms, bachelor and one-bedroom units are charged one rate, 
while units with more than one-bedroom are charged another. To make this comparison practical across 
municipalities with different ways of calculating development charges, it is assumed that small units are less than 
650 ft2 or 750 ft2 and have one-bedroom or less. It is also assumed large units are greater than 650 ft2 or 750 ft2 
and more than one-bedroom. 

It is assumed that 57 percent of the units are bachelor or one-bedroom units, and 43 percent of units are larger 
than one-bedroom from the case study examples we found. While units are typically larger outside of the City of 
Toronto, the floor area of the individual units has no bearing on the analysis because the aggregate leasable floor 
area (GLA) is used when calculating rental income. It is also assumed that this split between large and small units 
does not change depending on the location. This assumption allows for a practical comparison between 
development charges across regions. 

7.3.2 Development Assumptions 

The scale of this project assumes an Official Plan and Zoning Amendment is required. The newly allowed increased 
density increases the value of the site. While land costs are listed in many market surveys and transaction 
summary reports, they do not reflect the market value of high density land in areas where that zoning does not 
currently exist. 

A residual land value analysis is used to more accurately gauge the value of the site. The residual land value 
method requires that the total cost of development and the developer’s profit are subtracted from the potential 
revenue of the project upon completion. The value that is left over, i.e., the residual value, is the fair market price 
of the site given its potential value. 

Hard costs are costs associated with physical construction of the project, namely the labour and materials. The 
Altus Construction Cost Guide 2015 is used to calculate the hard costs. For this analysis, the mean “medium 
quality” residential apartment cost of $210/SF2 is assumed. The guide assumes that 70 percent of the GFA is the 
GLA, with the remaining 30 percent allocated for underground parking . The construction costs are multiplied by 
the GLA, as instructed by the guide. 

Soft costs are incurred during the construction phase but not those associated with the materials or labour 
necessary to physically construct the building. Typical soft costs included architecture, engineering, legal, and 
marketing expenses and all taxes and fees paid to before the operation phase. The Altus Construction Cost Guide 
2015 suggests calculating soft costs at 30 percent of the hard costs. For this analysis, it is assumed that soft costs 
are 25 percent of hard costs because the municipal taxes, fees, and charges usually included as soft costs have 
been removed. This is a conservative estimate as in most of the model projects, development charges alone 
account for over five percent of the total development costs. Provincial and federal taxes remain included in the 
soft costs. 

 



 39 

 

Municipal taxes and fees are charged at different rates across the GTA. Rezoning and site plan fees are clearly 
prescribed by municipal by-laws. Parkland dedication fees in Mississauga, Burlington & Vaughan are calculated at 
a flat, per unit rate. In Oshawa, the model assumed is assumed to be located with the Central Business District 
Renaissance Community Improvement District and is therefore exempt from parkland dedication fees. In Toronto, 
the fee must be more than a minimum of five percent of the land value up to a maximum of 10 percent. The mid-
point at 7.5 percent is assumed for Toronto models. 

The information regarding municipal fees and the municipality's ability to levy them is only as relevant as the date 
of this report. It is possible that a policy shift could result in improved or reduced control over fees. 

7.3.3 Operating Assumptions 

Rental listings on the Canadian Real Estate Association’s MLS website were used to assume comparable rents in 
each municipality. Where unit size was not available, it was assumed. See Appendix IV for calculations. It is also 
assumed rent is increased by three percent every year. 

Despite GTA-wide vacancy rates of less than two percent, this value was not used for this analysis. Instead, a five 
percent vacancy rate is assumed as a conservative measurement. It is also assumed that the vacancy rate is 
immediately stabilized at the beginning of the operation period, thereby reflecting the strong demand for rental 
housing. 

Operating expenses include maintenance, utilities, and management fees. Operating expenses are assumed to be 
30 percent of the rental income. This rate is inflated by three percent every year to cover increased maintenance 
costs as the building ages and deteriorates. 

Property taxes are paid annually and are calculated as a percentage of the asset value in that year. Some 
municipalities have a lower tax rate for the first year the property is in operation. Property taxes are assumed to 
be charged at the same rate for the entire operation phase. 

7.3.4 Financing Assumptions 

This analysis is based on a “build and hold” scenario. That means the developer sees the project through multiple 
phases. They acquire and develop the land, operate the building as an income generating property, and sell the 
property to exit their investment. It is assumed the development phase, from acquisition to final product, is two 
years (Year 0 - Year 1). The subsequent operation phase is assumed to be 10 years (Year 2 - Year 11). At the end of 
Year 11, it is assumed the building is sold and the developer capitalizes on the investment. The present and exit 
capitalization rate is assumed to be four percent in downtown Toronto and five percent in the other five locations. 
The higher capitalization rate in downtown Toronto, reflects the premium developers are willing to pay for sites in 
this area. 

While a build and hold scenario is plausible, there are many other ways a project could be developed and 
operated. For instance, the developer may choose to sell the property to an investor at the end of the 
construction phase, and that investor, depending on their investment goals, may choose to hold the building for 
more than 10 years. These decisions are made ad hoc and are therefore beyond the scope of this project. 

Interviews with development industry professionals informed the financing terms. Five percent is assumed for 
both the construction loan and the permanent loan rate. The construction loan is assumed to require 35 percent 
initial equity. It is also assumed the construction loan is released in tranches. To simulate this, the full interest rate 
is charged on forty of the forty-eight months during the development phase. The permanent financing is used to 
pay of the construction loan. The permanent loan is assumed to require 20 percent equity. The permanent loan 
amortizes over 25 years at a fixed interest rate. In reality, the financing terms are contingent on many factors like 
the risk associated with the project, the creditworthiness of the developer, or the expected returns on the project. 
It should be noted that interest rates are likely to increase in the long-term. This could create an environment that 
is not conducive to MPBRH developments, no matter how many incentives are applied. 
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7.3.5 Incentive Modelling 

Each incentive was modelled independently on the six base cases. This allowed for analysis based on the effect it 
would have on the IRR, all other factors being equal. The total monetary cost to the municipality is also measured 
to determine the most appropriate incentives for the municipality and the developer’s finances. 

7.4 Results and Analysis 

The incentive comparison chart is a good reference tool but IRR is only one measure of profitability. This section 
assesses each incentive against several metrics to highlight the subtle but equally important details to financial 
analysis. Costs incurred by the municipality are highlighted to counterbalance the incentives, and opinions 
regarding the suitability of the incentive is are reserved for the recommendations section. 

7.4.1 Expedited Processing 

This incentive was modelled by reducing the number of months the project spent in the development phase from 
four years to three. To simulate this change, the number of months that the construction loan accrues interest 
was reduced from 40 to 30 months. This incentive substantially reduced the interest carried over into the 
permanent financing. For instance, the project in downtown Toronto saved $3,461,978 in interest and gained 0.67 
percent on the IRR. On average the expedited processing incentive produced a 1.35 percent increase in IRR across 
the GTA. To implement this incentive, a municipality will need to restructure its development applications 
process. Rather than process applications in a linear sequence of steps, the municipality will process different 
parts of the application simultaneously. There are many costs associated with this restructured process including 
the cost of new staff and improved training. 

7.4.2 No Application Fees 

To model this incentive, the application fees charged during the development phase were eliminated. These fees 
are collected to cover the cost of processing an application and increase in lockstep with project size. These fees 
have little impact on the feasibility of the project, therefore the incentive is negligible. The municipal cost of the 
development approvals process can not be eliminated so the cost for this pro bono work would need to be 
replaced.  

7.4.3 Development Charge Waiver 

This incentive eliminates the DCs levied on the project. DCs make up a substantial portion of the costs associated 
with development. Regardless of the way DCs are charged, this incentive had a large impact on the feasibility of 
the projects across the region. This incentive lowers the development costs, thereby affecting reducing the equity 
required to start the project. Subsequently, less interest is charged during the construction phase, lowering the 
permanent financing balance and payment schedule. The impact of this incentive is greater in municipalities 
where DC rates are higher. For instance, DCs for the Toronto model are $7,950,067, while they are $20,709,099 in 
Mississauga. This incentive produces a 1.17 percent increase in IRR for the Toronto model as DCs make up a much 
smaller portion of the total development costs at approximately 6 percent. In Mississauga, where DCs are higher 
and make up a larger portion of the total development costs at approximately 18 percent, this incentive produces 
a 7.2 percent increase in IRR.On average this incentive produced a 4.53 percent increase in IRR.  

This incentive will cost a municipality the same amount as would have been collected because DC rates are 
calculated according to the explicit need for infrastructure to support intensified uses. 

7.4.4 Development Charges - Installments 

The development charge in instalments was modelled by dividing the total payment by the 14 year period 
between the acquisition and sale, then adding it into the operating costs. The model assumes that the 
municipality allocates the charges during the four year construction phase and charges a three percent interest 
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each year of the installments to account for the time value of money. This increases the IRR by lowering the 
amount of equity needed to begin construction and therefore it would not incur construction financing interest. 
On average this incentive only generated a 0.06 percent increase in IRR, but takes this expense out of a 
developers initial mortgage calculation. Using this incentive means the municipality pays for the servicing to the 
site upfront and receive their money back over 14 years. 

7.4.5 Development Charges - 50 Percent Reduction 

The DC 50 percent reduction was modelled by cutting the total development rates in half. This lowered the equity 
needed to begin construction and the interest carried into the permanent loan. The substantial change in IRR was 
greatly felt in municipalities with high DCs such as Mississauga and Vaughan with 3.79 percent and 2.9 percent 
increases respectively. The average increase across the GTA was 2.33 percent. 

7.4.6 Property Tax Waiver 

This incentive was modelled by eliminating the property taxes charged during the development phase and the ten
-year operation phase. The incentive ends when the building is sold in year 11 so the asset value at the time of 
sale reflects the regular tax rate. The tax rate in year 11 reflects an increase at three percent per year to reflect an 
increase in property value. The absence of taxes increases the net operating income, providing better debt 
coverage, a stronger return on equity, and a measurable increase in IRR. The effectiveness of this incentive 
depends on the location. The two municipalities with the highest property tax rates, Oshawa or Burlington, had 
the most substantial change in IRR at 14.11 percent and 8.34 percent respectively. 

The debt coverage ratio is substantially improved in all models, helping the project cover its debt obligation earlier 
in the operating period. For example without this incentive, the downtown Toronto and Oshawa projects do not 
cover their debt at any point during the 10-year operating period. With the incentive, they are able to cover the 
debt starting in the first year of operation. Similarly, the other projects are able to cover its debt midway through 
the operation period. Burlington covers its debt in year four, Vaughan in year six, Scarborough in year seven, and 
Mississauga in year eight. 

The cost to the municipality is the foregone property taxes on the site for 14 years, but they will be reinstated at 
the full rate when the incentive ends. If the site will not be redeveloped without an incentive, the cost of this 
incentive can be considered low because the site’s undeveloped value raises few taxes. 

7.4.7 50 Percent Property Tax Reduction 

The mechanics of this incentive are identical to the full tax waiver. The adjusted tax rate is reinstated at the 
beginning of year 11. Debt coverage does not respond as substantially but the incentive remains powerful 
nevertheless. Again, the cost to the municipality is the foregone tax revenue. 

7.4.8 Tax Increment Reduction 

The incremental tax reduction was calculated by discounting the property taxes during the ten-year operation 
phase. This incentive is alternatively called a tax increment equivalent grant (TIEG). The developer would pay zero 
percent of applicable taxes in the first year, ten percent in the second year, 20 percent in the third, etc. The 
increments would increase this way until the taxes return to the full rate in year 11. Again, this affected the IRR 
through a higher net operating income in each year. Unique to this incentive is the improved debt coverage ratio 
in the first half of the operation phase. The increasing tax rate is offset by the increasing gross potential income, 
making the debt coverage ratios more consistent across the operating period. With this incentive, the downtown 
Toronto model records a 1.06 debt coverage ratio for almost every year of operation. Compare this with the 50 
percent tax waiver where the debt coverage ratio increases from 0.94 in year two to 1.16 in year nine. The IRR 
change has an average increase of 3.44 percent.  

The total cost to the municipality is identical to the 50 percent tax reduction, however the amount of tax received 
by the municipality is back ended. The municipality can offer this incentive when a developer’s investment criteria 
demands consistent debt coverage, granted the municipality can forego the majority of the taxes for first half of 
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the incentives’ duration. 

7.4.9 Parking Requirement Waiver  

The Altus Construction Cost Guide 2015 assumes that 30 percent of the GFA is underground parking. To simulate 
fifty percent less parking, the hard costs were reduced by 15 percent. To simulate no parking, the hard cost were 
reduced by 30 percent (i.e., the 30 percent allocated for parking in the Altus guide). This affects the IRR by greatly 
reducing the cost of construction and therefore total development costs. The effect of this incentive is greatest 
where construction costs make up a large share of the total development costs. That is the case every location 
except downtown Toronto. This is because while construction costs are the same across the GTA, land costs are 
considerably higher in downtown Toronto. While Toronto registers only a 3.34 percent increase in IRR, this is still 
a $23,428,125 development cost savings. On average the IRR increase was 7.86 percent across the GTA making it 
the most effective incentive in terms of IRR. 

The cost to the municipality is unknown for several reasons. This incentive cannot prohibit tenants from owning 
cars and parking elsewhere, contributing to increased strain on existing parking facilities. However, this may 
generate new revenue for municipally-owned public parking facilities. Similarly, if the site is well-served by public 
transit, the new population will provide increased revenue for the transit system but also put more strain on the 
system should it not be improved in lockstep with urban intensification. 

7.4.10 50 Percent Parking 

In the same way as the parking requirement waiver, 15 percent of the construction costs are deducted to model 
the reduced parking. This reduces the cost of construction and brings down total development costs. 

7.4.11 Parkland Dedication Fee Waiver 

Parkland Dedication is an important tool for ensuring that developers provide municipalities with usable 
greenspace with each new development project. When providing this space is not feasible developers are allowed 
to pay a Cash-in-Lieu of Parkland Dedication Fee which is calculated differently across the GTA . The incentive is 
modelled by eliminating this fee from the developers pro-forma which has an effect on the up front costs. The 
change in IRR is minimal. The Parkland Dedication policy was implemented to create an adequate supply of park 
space for the people in a municipality. The benefit of rental housing has to be weighed against the benefits of 
parkland dedication. 

7.4.12 No Land Cost 

This incentive models the scenario where the land is given to the developer to build on at no charge. This 
incentive reduces the total development costs, in turn reducing the equity required, interest carrying costs and 
debt payments. The impact of this incentive is most apparent in locations with high land costs. Since the 
municipality is donating the land, it will be forgo the potential revenue from the sale. In locations where land 
commands a premium such as Toronto, this incentive greatly benefits the developer as the rents they are able to 
charge would likely offset the premium paid for the land. In other areas where land is less expensive such as 
Oshawa and Burlington the donated land has a smaller effect on the IRR. The average increase across the GTA was 
3.24 percent.  

Regardless of the value of the site, the city could justify donating it as a way to meet a larger policy objective. This 
could include economic revitalization, blight removal, or improved social services to be located in the new project. 
Market rents will be lower in areas where MPBRH development is not already occurring. This incentive helps 
make a project feasible at those rents. Since it is at the discretion of the city to choose which lands to dispose of, 
the city is able to target particular communities. The city will also benefit from an improved property tax 
assessment. 
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8.0 Recommendations for Market Purpose Built Rental Housing 

The financial analysis has shown that at present, market rents cannot support MPBRH projects in most regions. 
Incentives are necessary before a project will become feasible. The recommendations below are organized by 
their effect on the projects feasibility. Lower cost of development incentives will help to reduce the upfront costs 
of development and the mortgage the developer will need to take out. Lower operating expense incentives will 
lower the yearly costs that a developer has to pay to run the building. Municipal impact incentives are those 
incentives which have a low cost to the municipality. Lastly there are geographically specific recommendations 
which account for the differences across the GTA.  

8.1 Lower Cost of Development 

The most effective way to encourage new rental housing development is to lower the cost of development. For a 
developer to start a project, they will need to secure construction financing. This usually requires at least 35 
percent equity. For-profit developments like condominiums collect this equity through pre-sales. Rental projects 
do not get this funding boost. Furthermore, rental projects are often considered riskier investments. This means 
that they may need to supply upwards of 40 percent equity. Our analysis has shown that in many municipalities, 
over 15 percent of development costs come from municipal fees and charges. As charges and fees are removed or 
deferred to the operation period, the development costs decrease. This reduces the equity that the developer 
needs to qualify for the initial financing. This also reduced the interest accrued during the construction period and 
the subsequent permanent loan payments. Eliminating the development charges produced on average a 4.53 
percent increase in IRR across the GTA. This was the second highest increase among pre development phase 
incentives. Development charges pay for the largest municipal development cost, servicing the site. Reducing or 
eliminating development charges is a powerful incentive but it also has the largest impact on municipal finances. 
It is recommended that this incentive is used when local infrastructure has the capacity to absorb intensification. 

The largest increase in IRR through development phase incentives was found in the parking requirement waiver. 
This produced an average rise of 7.86 percent across the GTA. Municipalities that have the transit infrastructure 
to support a lifestyle with no parking, can utilize this incentive to give the developer a benefit with no direct costs 
to them. 

8.2 Lower Operating Expenses 

For many municipalities in the GTA the average market rent is going to make it difficult for a developer to make a 
profit on a large structure. The construction costs and the permanent financing are too great a burden to 
overcome current rent levels. The best incentives for reducing operating costs and improving income is a Property 
Tax waiver, reduction or incremental increase. Property taxes have a large impact on the yearly payments so 
changing the taxing strategy can allow a project to turn a profit. On average a property tax waiver allowed a 
developer to gain 6.25 percent on their IRR over a 10 year period. For a Tax Waiver or reduction the municipality 
would not be reimbursed the lost payment but the incentive allows the needed development to happen. 

8.3 Municipal Impact 

The impact of particular incentives on municipal resources varies greatly. The costs associated with some 
incentives will not be recouped at a later time. These include DC waivers, eliminating application fees, and not 
collecting cash-in-lieu of parkland. These are direct costs as the infrastructure and municipal resources must still 
meet the demand incurred by the new development. 

Alternatively, the cost of some incentives can be partially recovered. For instance, property tax rebates allow the 
city to incentivise new development, build a new tax base, and simply collect a lower amount of those new taxes. 
This incentive should be used to stimulate investment and build a tax base where it would not otherwise occur. 
From that perspective, the incentive can be thought of an investment, not as an indirect costs incurred by 
foregoing the full revenue stream. 
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Some municipalities do not have the capacity to forgo potential revenue even in order to meet their policy 
objectives. There are incentives we have modelled which do not cost the municipality a lot to implement; reduced 
parking requirements are the best of these. Underground parking amounts to approximately 30 percent of the 
construction costs associated with the building. If the municipality changes its policies and can take a portion of 
that away it can be the difference maker in a project's feasibility. Another good option would be charging the 
development charges in installments or at the end of a defined period. By allowing the developer to enter the 
operation phase of the project before collecting the charges, it saves them the equity they need to get financing 
and the interest that would have been accumulating. The municipality could inflate the development charge 
payments to account for the time value of money and make sure they are fully reimbursed for paying for the site 
servicing up front. Even with the inflation the developer still saves in the long run by not having this payment up 
front. 

8.4 Geographic Recommendations 

Toronto  
The City of Toronto has the highest cost of land across the region. Toronto also has the most capacity to limit 
parking due to the most extensive transit system in the region. The best incentives for the City of Toronto are: 

 Allowing a developer to build on city owned land  

 Eliminating the Parking Requirements  

York Region  
The Region of York has among the highest development charges in the GTA. York is also working on building its 
transit system and encouraging higher density development. The best incentives for the Region of York are: 

 Development Charge Waiver 

 Reduction of Parking Requirements 

Durham Region  
The Region Of Durham has among the lowest costs of land in the region but among the highest property tax rates. 
Durham does not currently have the transit or density to support the Parking Reduction incentives. The best 
incentives for Durham Region are:  

 Property Tax Waiver 

 Property Tax Reduction  

 Property Tax Incremental Increase  

Peel Region  
The Region of Peel has a large population and areas with high density developments. However the development 
charges in Mississauga are the highest in the GTA. The best incentives for Peel Region are:  

 Development Charge Waiver  

 Development Charge Reduction  

 Parking Requirement Reduction  

Halton Region 
The Region of Halton has the second highest property tax rate in the GTA. The best incentives for the Region of 
Peel are:  

 Property Tax Waiver 

 Property Tax Reduction  

 Property Tax Incremental Increase  
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8.5 Next Steps 

In order to implement our recommendations, a region would need to evaluate the benefits of incentivising a 
private developer with public funds. It is only justifiable to provide public incentives for private developers with a 
stated policy objective. It is recommended that any new incentives are used to help meet clearly defined policy 
objectives. This requires that the incentive process is clear, objective, and transparent so both the public and 
private developers understand how incentives are made available, under what circumstances, and for what 
purpose. For example if the objective is to increase the density in the borders of a specific downtown area, the 
incentive has a clear and demonstrated reason for being implemented. A developer that is willing to build a high 
density downtown building is incentivised to reach that target. It is also possible to measure the effectiveness of 
particular incentives with targets and goals beyond monetary gain. This financial analysis has proven that there 
are opportunities for a municipality to bridge the gap that can make a MPBRH development profitable, without 
incurring a large cost to the municipality. 

It is important to reiterate that the analysis completed thus far is not a guarantee as the incentives may not 
always be needed. They are intended to guide a housing market to shift towards MPBRH where it does not exist 
Once this occurs, it is likely that there will no longer be a need for incentives. 
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Glossary 

Amenity - Nonmonetary tangible or intangible benefit 

derived from real property (often offered to a lessee), 

typically swimming pools, parks and fitness rooms.   

 

Capitalization Rate (cap rate) - The rate, expressed as a 

percentage, at which a future flow of income is 

converted into a present value figure. 

 

Condominium - A form of joint ownership and control 

of property in which specified volumes of air space (for 

example, apartments) are owned individually while the 

common elements of the building (for example, outside 

walls) are jointly owned. 

 

Developer - An individual or organization that manages 

all aspects of a real estate development project. These 

aspects can include site acquisition, entitlement, 

construction, and closeout. A developer manages the 

efforts of key specialists, such as architecture, 

construction, engineering, marketing, and legal services. 

 

Development Charge - The council of a municipality 

may by by-law impose fees against land to pay for 

increased capital costs required because of increased 

needs for services arising from development of the area 

to which the by-law applies. 

 

Development Process - The development process 

includes the construction of the project, land 

acquisition, design, securing financing options and 

determining what rights the developer has. 

 

Hard costs - In new construction, includes payments for 

land, labour, materials, improvements, and the 

contractor's fee(s). 

 

Housing Starts - The number of residential units for 

which construction has begun. 

 

 

Infrastructure - Services and facilities provided by a 

municipality, including roads, highways, water, sewers, 

emergency services, parks and recreation, etc. which 

can be privately provided. 

 

Incentives - An incentive is a financial and/or regulatory 

tool offered by a Region and/or Municipality to 

encourage the private development of rental housing. 

 

Internal Rate of Return (IRR) - is used to evaluate the 

attractiveness of a project. If the new IRR of a new 

project exceeds a company’s required rate of return, 

the project is desirable. If the IRR falls below the 

required rate of return, the project should be rejected. 

 

Joint Venture - An association of two or more firms or 

individuals to carry on a single business enterprise for 

profit. 

Market Purpose-Built Rental Housing (MPBRH) - 

Residential construction developed specifically for the 

use of rental purposes at the market rate. 

 

Non-profit - A housing organization that forms 

partnerships , usually between private and public 

organizations, to develop and operate affordable 

housing.  

 

Official Plan - An Official Plan describes a municipal 

council’s policies on the use of land. It is prepared with 

municipal officials and stakeholders to ensure that 

future planning and development meet the needs of 

the municipality. 

 

Official Plan Amendment (OPA) - An Official Plan 

Amendment is a process through which policies and/or 

land use designations are changed. 
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Operating Expenses - Expenses directly related to the 

operation and maintenance of a property, including real 

estate taxes, maintenance and repair, insurance, payroll 

and management fees, supplies, and utilities. Debt 

service on mortgages or depreciation is not included. 

 

Pro Forma - A financial analysis tool used to project 

gross income, operating expenses, and net operating 

income for a future period based on a set of a specific 

assumptions in order to assess potential project 

performance. 

 

Soft Costs - Outlays for interest, origination fees, 

appraisals, and other third-party charges associated 

with real estate development.  

 

Section 37 of the Planning Act - Section 37 of the 

Planning Act allows the City, through a rezoning, to 

grant additional height and/or density beyond what is 

otherwise permitted in the Zoning By-law in return for 

facilities, services or matters provided by the owner and 

referred to as community benefits. If community 

benefits are appropriate, they are secured through a 

Section 37 agreement which will be registered on title. 

 

Zoning By-law - legal document that implements the 

policies and objectives described in the Official Plan, 

The Zoning By-law regulates the use and development 

of buildings and land by stating exactly what types of 

land uses are permitted in various geographic areas and 

by establishing precise structures, the number and 

dimensions of parking and loading spaces, 

requirements for open space, etc. The Planning Act 

grants the City the authority to implement land use 

controls through Zoning By-laws. 

Zoning By-law Amendment (ZBA) - A Zoning By-law 

Amendment allows a property to be developed in a way 

that is not allowed by the Zoning By-law. Applications 

for a Zoning By-law Amendment can only be approved 

if the new use is allowed by the Official Plan.  
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Appendix II - Interview Questions 

General Interview Questions (Private Sector) 

1. Could you briefly describe the steps and processes involved in providing market purpose built rental housing? 

2. Do you think there are barriers that deter investment in rental housing? Which ones and how? 

3. Are you currently taking advantage of any incentives? Have there been instances where incentives were tailored to 

meet specific development needs?   

4. What incentives do you think could be added? 

5. What is working well with the current project? 

6. What is not working well? 

7. What tweaks would you make to the project? 

8. What can we do to get you to build other rental projects? 

 

Finance-Related Questions (Private Sector) 

1. Could you briefly describe what factors determine where market purpose-built rental housing is a viable 

investment option? 

2. What are the steps and processes involved in financing a new project? Are there key differences between rental 

and condominium developments? 

3. Do you think there are barriers that deter investment in rental housing? Which ones and how? 

4. Do you think incentives could change the dynamics that affect market rental housing? What would they look like 

and what impact would they have? 

5. What is the average square footage for a 1-bedroom unit? 

6. What is the average rental price for a 1-bedroom unit? 

7. What kind of return are investors in rental buildings satisfied with? 

8. Did you get a return on your rental building that would be comparable with a condominium? If not, what was your 

reason for choosing to go ahead with the development? 

 

Public Sector Discussion Questions 

1. Is your municipality engaged in encouraging market rental housing? 

2. Does your municipality offer incentives to encourage market rental housing? 

3. What barriers does the municipality face to encourage new market rental housing? 

4. Which level of government, the region or the local municipality, do developers approach first with new 

development proposals? Does this create any conflict and if so what can be done? 
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5. Have partnerships formed between the municipality and private sector (e.g. financial institutions, developers) to 

create market rental housing? 

6. As a municipality, what authority or power are you lacking to create or implement new incentives? 

 

Appendix III - Registry of Federal and Provincial Incentives 

Federal Incentives 

Aboriginal Economic Development Fund – Regional Partnership Grant 

If you are a qualifying aboriginal organization or are partnering with one to provide a multi-community economic 
project you could be eligible for a grant of up to $250,000 per year. *Applies only to Ontario. 
[Availability: Indefinite]. (Canada Business Network, 2014) 

 

Capital Cost Allowance 

For property owners, you cannot deduct the cost of the property when you calculate your net rental income for the 
year. However, since these properties wear out or become obsolete over time, you can deduct their cost over a 
period of several years. This deduction is called capital cost allowance (CCA). A rental building may belong to class 1, 
3, 6, 31, or 32, depending on what the building is made of and the date you acquire it. [Availability: Indefinite]. 
(Canada Revenue Agency, 2015) 
 

CMHC Low Rate Lending 

Drawing on CMHC’s ability to obtain funds under the Crown Borrowing Framework (2.5–3.5 percent), this program 
provides low interest loans to reduce the need for excessive investor equity. These financing rates are possible at no 
cost to the Government of Canada. The program has further potential to increase incentives for rental properties 
that commit to a moderate rent (within 10 percent of the market average), by providing an interest-rate subsidy that 
reduces rates to one or two percent. [Availability: Indefinite]. (FCM, 2013) 
 

Current Expense Deduction 

Current or operating expenses are recurring expenses that provide a short-term benefit. For example, a current 
expense is the cost of repairs you make to keep a rental property in the same condition as it was when you acquired 
it. You can deduct current expenses from your gross rental income in the year you incur them. [Availability: 
Indefinite]. (Canada Revenue Agency, 2015) 

 

Deductible Operating Expenses 

A compiled list of all possible deductions to submit to earn rental income from CRA. 
[Availability: Indefinite]. (Canada Revenue Agency, 2015) 

 

The Federation of Canadian Municipalities 2012 Proposals 

While these remain at an experimental status and among many recommendations on behalf of tangential 
government entities, these carry a practicality and explanation better than most. 

 

i)               The Building Canada Rental Development Direct Lending Program to stimulate       
                     investment in new market-priced rental units. 

ii)              The Rental Housing Protection Tax Credit to preserve and stop the serious                     
                      erosion—through demolition and conversion to condominiums 

                — of existing lower-rent properties. 
   iii)             The Eco-Energy Rental Housing Tax Credit to improve the quality of rental          
                    stock; reduce high utility costs for tenants; reduce emissions 

                and environmental impact; and increase resale and future rental value to       
         landlords. 
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[Availability: Not currently available]. (FCM, 2012) 

 

IAH Extension Agreements to 2019 

CMHC IS currently working with provinces and territories on the renewal of affordable housing investments up until 
2019. Allocating $905 million over a 5-year period. Ontario being eligible for $400 million of the total funds. 
[Availability: Expires 2019]. (CMHC, 2014) 
 

The New Residential Rental Property Rebate (GST/HST Rebate) 

As a residential landlord, you cannot claim an input tax credit (ITC) to recover the GST/HST paid or payable on the 
purchase of a residential complex or that you accounted for on the self-supply of the complex because long-term 
residential leases are exempt from GST/HST. However, you may be eligible to claim the new residential rental 
property (NRRP) rebate for some of the GST or the federal part of the HST if you meet certain criteria. [Availability: 
Indefinite]. (Canada Revenue Agency, 2001) 

 

Provincial Incentives 

 

Alternative Financing and Procurement 

AFP allows large, complex infrastructure projects to be delivered more efficiently and cost effectively than traditional 
procurement. AFP also protects taxpayers from cost overruns by transferring project risks to the (private sector) 
party who has the expertise, experience and ability to handle that risk best. Priority given to the private developer. 
Apply through www.MERX.com [Availability: First come, first serve basis]. (Infrastructure Ontario, 2015) 

 

Investing in Affordable Housing for Ontario Program (IAH Components) 

IAH will provide $400.65 million in federal and provincial funding for the creation and repair of affordable housing 
over four years. 

 

i)     Rental Housing Component 
ii)    Rent Supplement Component    

 

[Availability: Terms Under Construction - TBA - Tentatively Expires December 31, 2019] 

(CMHC, 2014) 
 
 

saveONenergy - Ontario Power Authority 

The saveONenergy program offers incentives for both condominium and apartments developers by way of 
monitoring and reducing resource consumption by retrofitting, applying high performance construction applications 
and funds to conduct an energy consumption audit. [Availability: Indefinite]. (IESO, 2014) 

 

Appendix IV - Technical Document  

See Technical Document  

http://www.merx.com

