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Finance, Administration and Audit Committee Report

  

DATE: Monday, January 21, 2019              WARD(S):  ALL    
 

TITLE: INTERNAL AUDIT REPORT – 2019 INTERNAL AUDIT RISK 

BASED WORK PLAN 
 

FROM:  
Kevin Shapiro, Director of Internal Audit  

 

ACTION: DECISION    

 

Purpose  
To present the 2019 Internal Audit Risk Based Work Plan, for approval.  

 

 
 

Recommendations 
1. That the 2019 Internal Audit Risk Based Work Plan be approved. 

 

Background 

According to the Institute of Internal Auditors (IIA) International Standards for the 
Professional Practice of Internal Audit and the City’s Internal Audit Policy, Internal Audit 

Item: 

Report Highlights 
 The 2019 Internal Audit Risk Based Work Plan was developed based on an 

entity wide risk assessment and is aligned with the Term of Council Service 

Excellence Strategy Map. 

 Internal Audit will be moving away a from a four-year audit work plan format 

and replacing it with an annual risk-based work plan to ensure that audit 

projects are proactively providing assurance on emerging risks. 

 The 2019 work plan will remain dynamic and flexible to address emerging 

risks and issues throughout the year. 

 Internal Audit will be able to independently and objectively execute the 

projects identified in the work plan. 

Page 3



 

has a responsibility to develop an audit work plan that reflects the current and emerging 
risks within the City.  In order to develop this risk-based work plan, Internal Audit 
conducted a citywide risk assessment.  Other sources for determining risk and work plan 
priorities included discussions with senior management, insight from Council, financial 
significance, current and emerging risks in the local government sector, high profile issues 
in other municipalities, themes from prior audits and investigations and significant change 
initiatives.   
 

Previous Reports/Authority 

Not Applicable 

 

Analysis and Options 

For this Term of Council, Internal Audit will be moving away a from a four-year audit work 
plan format and replacing it with an annual risk-based work plan.  With an annual work 
plan, Internal Audit will have greater flexibility to ensure that work plan projects are 
proactively providing assurance on these current and emerging risks.  As such, Internal 
Audit will be bringing forward separate work plans for approval to the Finance, 
Administration and Audit Committee for 2020, 2021 and 2022, prior to the 
commencement of each of these years.   
 
The intent is a dynamic work plan where new projects can substitute existing projects. 
The Director of Internal Audit has the authority to substitute projects but advises Council, 
through the Finance, Administration and Audit Committee, as to reasons why. 
 
The work plan has two dimensions: what can be done with current resources and what 
resources are needed to do all relevant projects.  The priority projects are based on a 
staff of three; a Director, and two Audit Project Managers.   
 
Based on the citywide risk assessment, 6 of the 11 very high-risk areas and 25 of the 32 
high risk areas will not be reviewed in 2019, nor have they been reviewed in the past 5 
years.  Current estimates indicate that a staff of six would be required to do all relevant 
identified projects over the 2019 – 2022 term. 
 
The best plan is one that successfully balances value added projects with the optimal 
level of staff.  Council, as the governing body, ultimately decides on the combination that 
best meets the City’s needs. 
 

Financial Impact 

Not Applicable 

 

Broader Regional Impacts/Considerations 

Not Applicable 
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Conclusion 

The 2019 Internal Audit Risk Based Work Plan has been developed using the best 

available information and is aligned with the City’s Term of Council Service Excellence 

Strategy Map.  

 

Based on existing resources, Internal Audit will be able to independently and objectively 

carry out the priority projects identified in this work plan. 

 

For more information, please contact: Kevin Shapiro, Director of Internal Audit, ext. 

8293 

 

Attachments 

1. Attachment 1 – 2019 Internal Audit Risk Based Work Plan 

 

Prepared by 

Kevin Shapiro, Director of Internal Audit 
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INTERNAL AUDIT   

2019 Internal Audit Risk Based 
Work Plan 

November 2018 
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2019 INTERNAL AUDIT RISK BASED WORK PLAN 
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BACKGROUND 

The Internal Audit Department provides independent, objective assurance and consulting 
activity designed to add value and improve the City’s operations.  The Department helps the 
City accomplish its objectives by bringing a systematic, disciplined approach to evaluate and 
improve the effectiveness of risk management, control and governance processes.  The 
department’s core responsibilities are to conduct risk based operational and compliance 
audits and provide advisory services where requested. 
 
According to the Institute of Internal Auditors (IIA) International Standards for the Professional 
Practice of Internal Audit and the City’s Internal Audit Policy, Internal Audit has a responsibility 
to develop an audit work plan that reflects the current and emerging risks within the City.  In 
order to develop this risk-based work plan, Internal Audit conducted a citywide risk 
assessment.   
 
CITYWIDE RISK ASSESSMENT METHODOLOGY 

The Committee of Sponsoring Organizations (COSO) defines risk assessment as a dynamic 
and iterative process for identifying and analyzing risks to achieving the entity’s objectives, 
forming a basis for determining how risks should be managed.  Management considers 
possible changes in the external environment and within its own business model that may 
impede its ability to achieve its objectives.  A risk factor is an observable or measurable 
indicator of conditions or events that could adversly affect the City.  
 
Internal Audit commenced the risk assessment planning process in Q2 2017.  The first step in 
creating the risk assessment model was to define the City’s audit universe, which is a listing of 
all the City’s significant auditable entities.  A total of 76 entities were identified by analyzing 
budget documentation and by reviewing the City’s organizational chart.  For some areas, we 
consolodiated entities in order to create efficiencies for the purposes of conducting future 
audits.   
 
The next step in creating the risk assessment model was to identify and rank the major 
inherent risks associated with each of the City’s significant auditable units.  Inherent risk can 
be defined as the probability of loss arising out of circumstances or existing in an environment, 
in the absence of any action to control.   
 
A management survey, which measured strategic, reputational, compliance and operational 
risks was developed, and completed by either the Director or Manager directly responsble for 
the entity.  The survey contained a total of 17 closed questions and 2 open questions.   
 
After the completion of the survey, the Director of Internal Audit met individually with each 
member of the Senior Management Team to review their department results and to determine 
whether any of the survey anwers needed to be updated. 
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Weights were assigned to each question, based on the identified risk (i.e. low, low/medium, 
medium/high and high) and an additional multiplier was applied, based on the relative 
importance of the question.  Based on the weights and multipliers, each of the 76 entities were 
ranked, from very high to low.  Based on the risk assessment methodology: 
 

 11 entities were identified as having a very high inherent risk rating. 
 

 32 entities were identified as having a high inherent risk rating. 
 

 28 entities were identified as having a medium/high inherent risk rating. 
 

 5 entities were identified as having a medium/low inherent risk rating. 
 

 0 entities were identified as having a low inherent risk rating. 
 
A  very high,  high, or medium/high inherent risk rating does not imply that an auditable entity 
is being managed ineffectively or that it is not functioning properly.  High risk areas may 
indicate opportunities to address activities which are mission critical, provide substantial 
support for other internal City operations, reflect high public need, or consume significant 
resources.  The overall results identify the activities with the highest risk factors that may 
warrant and benefit from additional management action or audit services. 
 
In addition to the entity wide risk assessment, other sources were used for determining risk 

and work plan priorities.  These include: 

 Discussions with the corporate management team members 
 

 Insight from Council 
 

 Financial significance 
 

 Current and emerging risks in the local government sector 
 

 High profile issues in other municipalities 
 

 Staff requests 
 

 Themes from previous audits and investigations 
 

 Significant change initiatives 
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WORK PLAN APPROACH AND PHILOSOPHY 

For this Term of Council, Internal Audit will be moving away a from a four-year audit work plan 
format and replacing it with an annual risk-based work plan.  With an annual work plan, 
Internal Audit will have greater flexibility to ensure that work plan projects are proactively 
providing assurance on these current and emerging risks.  As such, Internal Audit will be 
bringing forward separate work plans for approval to the Finance, Administration and Audit 
Committee for 2020, 2021 and 2022, prior to the commencement of each of these years.   
 
Based on current available resources, a list of priority projects for 2019 has been established.  
The remaining projects were deemed “off plan” but could be brought forward depending on 
changing risk conditions and the requirements of Council. 
 
The Plan has two dimensions: what can be done with current resources and what resources 
are needed to do all relevant projects.  Council, as the governing body, ultimately decides on 
the combination that best meets the City’s needs. 
 
The general philosophy of the Internal Audit Plan is that: 
 

 The Plan is not fixed.  The intent is a dynamic plan where new projects can substitute 
existing projects. The Director, Internal Audit has the authority to substitute projects 
but advises Council, through the Finance, Administration and Audit Committee, as to 
reasons why. 
 

 Council has the authority to request projects that are not on the work plan.  
 

 A limited amount of time is built in to accommodate special management requests. 
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2019 INTERNAL AUDIT RISK BASED WORK PLAN 

____________________________________________________________________________ 

  

Page 4 
 

STAFFING AND AVAILABLE HOURS 

The priority projects are based on a staff of three; a Director, and two Audit Project Managers.   
 

Based on the entity wide risk assessment, 6 of the 11 very high-risk areas and 25 of the 32 
high risk areas will not be reviewed in 2019, nor have they been reviewed in the past 5 years.  
Current estimates indicate that a staff of six would be required to do all relevant identified 
projects over the 2019 – 2022 term. 
 

Additional staff may be required if the risk profile changes significantly or if there is a demand 
for more audit service.  In addition, subject to available funding, some projects can be co-
sourced.  Co-sourcing is helpful when special skills are required to do technically specific 
projects such as information technology audits. 
 

Time available to complete the work plan considers statutory holidays, vacations, absences, 
training and various administrative functions.  Direct audit time includes work plan audit 
projects, administration of the anonymous reporting system, special request audits received 
throughout the year, and advice and education to audit clients on controls, emerging issues 
and new corporate initiatives.  Direct time also includes audit research, quality assurance and 
improvement initiatives, the maintenance of the Internal Audit Methodology and audit 
planning.  
 

Times to complete projects are estimates only and reflect historical experience.  Risk based 
Internal Audits require significant client participation to identify risks, agree on issues and 
develop management relevant action plans.   
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PRIORITY AUDIT PROJECTS [2019] 

 

Audit Project 
  

 

Rationale and Risks 

 

 

Strategic Plan Area of 

Focus 

 

Construction Audit 

of Fire Station #7-4:  

Phase 3 

 
Rationale:  Individual Capital Projects can represent 

a significant investment for the City.  Large projects 
are managed from a variety of aspects including 
financial, timeliness and meeting deliverables.  Audits 
of individual projects can provide assurance that risks 
are properly managed. 
 
Risk:  If projects are not properly managed the 

greatest risk is they do not meet their deliverables 
either by not being on time or on budget.  Projects 
that are late or over budget can lead to financial loss, 
quality reduction and erosion of public trust. 
 

 
 
 
 
 

Safe, Active and 
Engaged Communities 

 

By Law & 

Compliance, 

Licensing & Permit 

Services 

 
Rationale: The City of Vaughan’s By-law and 

Compliance, Licensing and Permit Services issues 
licenses and permits and maintains and enforces the 
City’s by-laws.  By-laws are put in place to ensure a 
safe and orderly community for all who live, work and 
play in Vaughan.  Licenses and permits are required 
to do many things in the city like running a 
business, hosting a special event, owning an animal 
and doing construction to your home.  Expansive 
development and growth, as well as ever increasing 
emerging issues and legislative changes are 
significant risks that will need to be mitigated.   
 
Risk: If services are not delivered up to public 

expectation there could be increased reputational 
risks to the City.  In addition, there could be health 
and safety issues resulting in possible legal exposure. 
 
 

 
 
 
 
 

Safe, Active and 
Engaged Communities 

and Operational 
Performance 

 

VBEC 

 
Rationale: The City established the Vaughan 

Business Enterprise Centre (VBEC) in 2001, through 
a partnership agreement with the Ministry of Research 
and Innovation (MRI). VBEC’s core responsibility is to 
support local entrepreneurs and small businesses. 
This is accomplished through the provision of advice 
and education for entrepreneurs in the early stages of 
business start-up and growth through one-on-one 
consultations, business plan development and review, 
business registrations, business events, and the 
delivery of business seminars/workshops.  
 
Risk: VBEC’s services, programs and events should 

be tied to the needs of the business community. The 
absence of effective administration, stewardship and 
metrics to track initiatives can result in lost economic 
opportunities and reputational damage to the City.  
 

 
 
 
 
 
 

Land Use and City 
Building 
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Audit Project 
  

 

Rationale and Risks 

 

 

Strategic Plan Area of 

Focus 

 

Governance and 

Accountability - 

Follow-Up Survey 

  

 
Rationale: Governance and Accountability are key 

foundation components vital in building a City that 
shares the trust of both citizens and staff.  One of the 
more important roles of Internal Audit is to evaluate 
the effectiveness of the City’s Governance and 
Accountability framework.  One tool being used is a 
survey.  This will be the 4th time we are administering 
this survey, with the objective of tracking any changes 
and further develop trending information. 
 
Risk:  The absence of good governance and 

accountability can affect the credibility and reputation 
of the City. 
 

 
 

 
 

Good Governance 
 

 

IT Audit Project 

 
Rationale: Organizations have become increasingly 

dependent on computerized information systems to 
carry out their operations and to process, maintain 
and report essential information.  As a result, the 
reliability of computer generated data is a major 
concern to organizations.  Information Technology 
audits can help the City determine whether identified 
risks have been mitigated, corporate policies and 
procedures are implemented as designed and 
systems can be relied upon. 
 
Risk:  The absence of a well-controlled IT 

environment can have several adverse 
consequences, including higher levels of loss or theft 
of sensitive information, unauthorized access to 
information and applications, loss of control over 
sensitive business information and theft of devices.  
Any one of these risks can affect the reputation of the 
City. 
 
The specific IT audit project that we will undertake will 
be communicated later in the year. 

 
Operational 
Performance 

 

 

VFRS Driver 

Certification Audit 

 

 
Rationale: Prior to 2014, participating organizations, 

including municipalities, were subject to periodic 
limited-scope compliance inspections conducted by 
the Ministry.  As of January 2nd, 2014, all participating 
organizations are required to arrange for an 
independent, comprehensive audit using an audit 
program and reporting form prepared by the Ministry.  
Internal Audit received approval from the MTO to do 
the audit and, going forward, will perform all DCP 
related audit work. 
 
Risk:  The risk of not doing the audit is non-

compliance with Ontario Legislation.  This in turn may 
result in being removed from the program and 
incurring additional costs and time being retested by 
MTO before drivers’ licenses can be renewed. 
 

 
 
 
 
 

Operational 
Performance 
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Audit Project 
  

 

Rationale and Risks 

 

 

Strategic Plan Area of 

Focus 

 

General Internal 

Audit Follow-up 

Program 

 
Rationale: As part of the Internal Audit reporting 

process, Internal Audit and clients agree on action 
plans to address issues identified in the report.  
Follow-up is done to determine if the action plans 
have been implemented. 
 
Risk:  If action plans are not followed up there is the 

risk they may not implemented.  Risk and control 
exposures could be still be outstanding that could 
have a negative impact on the City.  There is also the 
risk that initial action plans may not have been 
suitable.  Internal audit can work with clients to 
develop more suitable plans if follow-up is done. 
 

 
 
 
 

Good Governance and 
Operational 
Performance 

 

 

Internal Audit 

Department Annual 

Report 

 
Rationale: In accordance with the City’s Internal Audit 

Policy, an annual report shall be submitted to the 
Finance, Administration and Audit Committee 
outlining the annual activities of the Internal Audit 
Department. 
 
This report will outline the activities of the Internal 

Audit Department for the period January 1 through 

December 31, 2018.  It is not a report on the results of 

the audits conducted, as this information is presented 

separately throughout the year. 

 
 
 
 
 

Good Governance 

 

Anonymous 

Reporting System 

Administration   

 

 

 
Rationale: The City’s Anonymous Reporting System 

was implemented on April 15, 2014 as an additional 
mechanism for employees to confidentially and 
anonymously report suspected fraud and code of 
conduct violations.   

 
Report intake is operated independently by a third 
party and is accessible by internet and toll-free phone 
number.  It is available 24 hours a day, 7 days a 
week. 

 
An employee who chooses to file a report is asked to 
create a password and is provided with a unique case 
tracking number so that they can log back into the 
system to follow the progress of their report, provide 
further details and to answer any questions posed by 
the investigator, a member of the City’s Internal Audit 
team.  Depending on the nature of the issue, 
management may be required to assist Internal Audit 
with an investigation. 
 

 
 
 

Good Governance  
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APPENDIX 

The attached appendix highlights the following: 

 The list of priority projects and estimated total number of hours required to complete them 

over the year.  This is based on the current staff level of three. 

 

 The list of “Off Plan Hours” or those projects that cannot be done unless additional 

resources are available.  Current estimates indicate that a staff of six would be needed to 

do all relevant identified projects. 

 

 The order “Off Plan Projects” will be done should current projects be cancelled, or 

additional time become available.  Council requests or priority supersede the planned 

order. 
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APPENDIX 

 

Priority Plan Hours Off Plan Hours Standby Priority Audit Risk

Projects

 

Business Process/Function Reviews

  

Construction Audit of Fire Station #7-4:  Phase 3 420 High

ByLaw & Compliance, Licensing and Permit Services 840 Very High

VBEC 420 High/Medium

General Internal Audit Follow-up Program 112 Medium

Internal Audit Department Annual Report 90 Medium

Anonymous Reporting System Administration  210 High

IT Audit Project (Co-Sourced) 187 High/Medium

Carryover Projects from 2018 Work Plan 868

Water Meter Replacement Program 840 1 Very High

VFRS Administration 840 2 High

Parks Development 840 3 High

Water, Wastewater and Storm Water Billings 840 4 Very High

Emergency Planning,  Management and Business Recovery Process 840 5 High

Process/Function Reviews - Total 3147 4200  

Education/Advisory Projects

Governance and Accountability [Follow-Up Survey] 290 High/Medium

 

Education/Advisory Projects - Total 290 0  

 

Special Projects

Driver Certification Program (MTO Compliance) 196 Low

Requests From Council and/or Management/Staff 132 Unknown

Special Projects - Total 328 0  

Internal Projects

 

Audit Supervision and Quality Assurance and Improvement Initiatives 420 High/Medium

 

Internal Audit Internal Projects - Total 420

TOTAL DIRECT TIME 4185 4200

Total Required Hours 4185 4200

Total Available Hours 4185 0

Resource Surplus (Shortage) 0 (4200)

Staff Shortage 0 (3)
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Finance, Administration and Audit Committee Report

  

DATE: Monday, January 21, 2019              WARD(S):  ALL 
 

TITLE: INTERIM PROPERTY TAX LEVY FOR 2019 – ALL WARDS 
 

FROM:  
Michael Coroneos, Chief Financial Officer and City Treasurer  

 

ACTION: DECISION    

 

Purpose  
To inform Council on the issuance of the interim property tax bills for 2019, with three 

instalments due in March, April and May for all property classes. 

 

 
 

Recommendations 
 

1. That a by-law be prepared to levy interim property taxes for 2019, with three 

instalments due in March, April and May for all property classes. 

 

Background 

The issuance of an interim property tax levy provides funds for the City to meet day-to-

day operating and capital financial obligations. 

Item: 

Report Highlights 
 The issuance of an interim property tax levy provides the necessary cash flow 

to meet the City’s own needs and its financial obligations to the Region of 

York and the Province of Ontario for education purposes 

 The interim levy will produce total property tax revenue of approximately $420 

million based on taxable assessment of approximately $102 billion 

 These interim funds are raised for the City, the Region of York and all school 

boards for operational purposes. 
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As noted above, the Interim levy can be paid in three equal instalments due March, April 

and May. Further, taxpayers have the option to enroll in the Pre-Authorized instalment 

due date payment plan for interim and final billing or the eleven-month instalment plan. 

The withdrawals for the due date payment plan will be made on the Interim billings’ 

instalment due dates and the withdrawals for the eleven-month plan will be made on the 

first banking day of each month from January to November. 

 

Previous Reports/Authority 

N/A 

 

Analysis and Options 

The Interim billing will be calculated utilizing the 2019 phase-in assessment roll as 
provided by the Municipal Property Assessment Corporation (MPAC). 
 
In accordance with current Provincial legislation, the interim amount levied by property is 
subject to the following rules: 
 
1. The amount levied on a property shall not exceed 50% of the total taxes levied on the 

property for the previous year, subject to an adjustment, as per Section 317(9), should 
it appear the levy would be too high or too low in relation to an estimate of the total 
taxes that will be levied for 2019.  

 
2. A calculated notional tax rate applied to the 2019 assessment will be used to calculate 

the levy. 
 
3. For the purpose of calculating the total amount of taxes for the previous year, any 

amount levied for only part of the year will be annualized. 
 
4. For new property assessments added to the roll for the 2019 taxation year, the levy 

will be calculated by applying the notional tax rate to the 2019 phased-in assessment. 
 
5. The interim levy for properties in the commercial, industrial and multi-residential 

classes (capped classes) will include an amount equal to 50% of the 2018 capping 
adjustment, if applicable. 

 
The 2019 final tax billing will also be calculated utilizing the assessment values as 
provided by the Municipal Property Assessment Corporation (MPAC). The final billing will 
be issued in June and will be due in July, August, September (Residential); August, 
September, October (non-residential).  
 

Financial Impact 

The issuance of an interim property tax levy provides the necessary cash flow to meet 

the City’s own needs and its financial obligations to the Region of York and the Province 

of Ontario for education purposes.  The interim levy will produce total property tax 
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revenue of approximately $420 million based on taxable assessment of approximately 

$102 billion. 

 

Broader Regional Impacts/Considerations 

The City of Vaughan will be collecting an amount of approximately $168 million in 

interim property taxes on behalf of the Region of York. 

 

Conclusion 

The interim levy will produce total property tax revenue of approximately $420 million 

based on taxable assessment of approximately $102 billion. These interim funds are 

raised for the City’s, Region of York’s and School Boards’ operational purposes. 

 

For more information, please contact: Maureen Zabiuk, Manager, Property Tax & 

Assessment; Dean Ferraro, Director of Financial Services/Deputy Treasurer 

 

Attachments 

N/A 

 

Prepared by 

Maureen Zabiuk, A.I.M.A., CMRP                                                                                                              

Manager, Property Tax & Assessment, Ext. 8268  

 

Page 18



                                      
 

Finance, Administration and Audit Committee Report

  

DATE: Monday, January 21, 2019              WARD(S):  ALL             
 

TITLE: MUNICIPAL ACCOMMODATION TAX 
 

FROM:  
Tim Simmonds, Interim City Manager   

Michael Coroneos, Chief Financial Officer and City Treasurer  

Nick Spensieri, Deputy City Manager, Corporate Services 

 

ACTION: DECISION    

 

Purpose  
To seek Council approval to implement a Municipal Accommodation Tax (MAT) and a 

related by-law to levy a four per cent (4%) tax applicable to all hotels, motels, 

campgrounds, bed and breakfast organizations, and future short-term rental (STR) 

accommodations operating in the City of Vaughan.  Secondly, to establish a new 

destination marketing organization (DMO) with the focus of promoting economic growth 

in Vaughan’s transient accommodation and tourism industry. 

Item: 
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Recommendations 
1. That a four per cent (4%) Municipal Accommodation Tax (MAT) be implemented 

for paid overnight accommodations at hotels, motels, campgrounds, bed and 

breakfast organizations operating in the City of Vaughan, effective April 1, 2019;  

2. That a four per cent (4%) Municipal Accommodation Tax (MAT) be implemented 

for short-term rental (STR) providers (including online home sharing platforms) 

operating in the City of Vaughan, subject to Council’s future direction on short-

term rentals;  

3. That a new reserve fund “Municipal Accommodation Tax” be established for the 

financial sustainability management of the MAT revenues; 

4. That the Chief Financial Officer and City Treasurer be authorized to make one or 

more payments in each fiscal year to one or more eligible tourism promotion 

entities, the total of which be equal to fifty per cent (50%) of Municipal 

Accommodation Tax revenue collected, net of a reasonable collection and 

administration fee; 

5. That the City Clerk be authorized to enter into an agreement with each eligible 

tourism entity respecting the financial accountability required to ensure that all 

Municipal Accommodation Tax amounts paid to the eligible tourism entity are 

used for the exclusive purpose of promoting tourism as required by Ontario 

Regulation 435/17; 

Report Highlights 
 In 2017, the Ontario Government passed legislation allowing municipalities in 

Ontario to collect a Municipal Accommodation Tax to undertake tourism-

related activities. 

 The MAT is a levy that is applied to overnight stays at accommodations 

including: hotels, motels, campgrounds, bed and breakfast organizations and 

short-term rentals. 

 The growing tourism accommodation industry in Vaughan contributed $300 

million to the City’s GDP in 2018 and employs about 12,000 people.  

 Implementing a MAT will contribute to the growth and expansion of Vaughan’s 

accommodation and tourism industry. 

 One-on-one consultations with industry stakeholders and non-profit 

organizations in the Vaughan marketplace occurred during November 2018.  

 Fifty percent (50%) of the MAT revenues is proposed to be shared with an 

eligible tourism destination marketing organization (DMO), and the other fifty 

per cent (50%) to be used at the discretion of Council. 

 A Municipal Services Corporation (MSC) is proposed to be created with the 

sole purpose of operating as the tourism destination marketing organization 

for the City of Vaughan. 
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6. That the City’s portion of the Municipal Accommodation Tax revenue be directed 

to support investments, such as Vaughan-based placemaking, beautification, 

infrastructure and communications programming that support citizen/visitor/guest 

experience and tourism-related services, infrastructure development and 

services-in-kind for tournaments and other events using city assets, subject to 

the annual budget approval process; 

7. That staff take all steps necessary to create a Municipal Services Corporation 

(MSC) pursuant to the Ontario Municipal Act, requirements of Ontario Regulation 

599/06, and other applicable legislation and regulations in the Province of 

Ontario, and Canada; and, that the Municipal Services Corporation be called 

“Tourism Vaughan” with objectives of promoting tourism in the City of Vaughan; 

and, that The Corporation of the City of Vaughan serve as the sole shareholder 

of the Municipal Services Corporation; and, that the following executive positions 

be approved to serve as the start-up Board of Directors of the Municipal Services 

Corporation: City Manager (or designate), Chief Financial Officer (or designate),  

Chief of Corporate Initiatives and Intergovernmental Relations (or designate) and 

one member of Council;  

8. That a by-law be brought to a future Council meeting to establish the City of 

Vaughan Municipal Accommodation Tax (Hotels/Motels), effective April 1, 2019; 

and   

9. That the City Clerk, City Solicitor, Chief Financial Officer and Chief of Corporate 

Initiatives and Intergovernmental Relations and his or her designate be 

authorized and directed to take all actions to give effect to these resolutions. 

 

 

Background 

In April 2017, the Province of Ontario passed Bill 127: Stronger, Healthier Ontario Act 

(Budget Measures) 2017, which amended the Municipal Act (the “Act”) to provide lower 

or single tier municipalities in Ontario with the authority to levy a transient 

accommodations tax. Bill 127 received Third Reading and Royal Assent on May 17, 

2017. 

 

On November 23, 2017, the Province of Ontario issued the Transient Accommodation 

Regulation 435/17 (the “regulation”), which came into effect on December 1, 2017 and 

provides the necessary provisions for municipalities across Ontario to implement a 

mandatory Municipal Accommodation Tax for transient accommodations through a by-

law, including setting the tax rate applicable to transient accommodations.  

Council approved Item 10 of Report No. 6 of the Finance, Administration and Audit 

Committee, Municipal Accommodation Tax (MAT) – a Forward Plan for the City of 

Vaughan which directed staff to undertake a Consultation Program related to assessing 

the feasibility and implications of implementing this tax in the City of Vaughan; and to 

Page 21



 

report back on the findings of the consultation program and proposed recommendations 

for the 2019 Budget Process. 

 

The Economic and Cultural Development Department completed a jurisdictional scan to 

determine which Ontario municipalities had implemented the MAT. At this time, fifteen 

municipalities have passed by-laws to implement the tax, including municipalities in the 

following municipalities in the Greater Toronto Area: Mississauga, Toronto, Markham, 

and Oakville.  The valuable groundwork established by these municipalities has helped 

the City of Vaughan assess the feasibility and implications of implementing a MAT.  For 

example, the industry consensus on a four per cent tax rate; governance models 

considered for a non-profit tourism entity; tax collection, auditing, enforcement, 

allocation of revenues, and short-term rentals are important elements that have been 

considered by other municipalities. 

 

Short-Term Rental Accommodations (STR) 

Currently the City of Vaughan does not specifically permit short-term rentals. Zoning By-

law 1-88, as amended, permits a building or part of a building used for the purposes of 

providing temporary sleeping accommodation to the public only within a hotel. In parallel 

with the Comprehensive Zoning By-law review, staff is currently undertaking an in-depth 

study of short-term rentals and will be bringing forward recommendations to Council on 

options and a preferred approach in 2019.  

 

Previous Reports/Authority 

 

Council’s previous consideration of this matter can be found at the following link: 

Item 10 of FAA Report 6: Municipal Accommodation Tax (MAT) - A Forward Plan for the 

City of Vaughan 

 

Analysis and Options 

 

Strategic Alignment 

This initiative aligns with key service priorities of the City of Vaughan including job 

creation and investment, good governance, and financial sustainability.  

 

Projected Revenue Potential  

Through the jurisdictional scan, it was determined that all municipalities participating in 

the MAT adopted a four percent (4%) rate for both hotels and STRs. In considering 

what a potential rate in Vaughan could be, the legislation does provide latitude for 

municipalities to set any rate. However, from a competitiveness and clarity standpoint, 

complying with the industry consensus rate creates a level playing field to not 

disadvantage Vaughan properties relative to other markets. Furthermore, a common 

Page 22

https://pub-vaughan.escribemeetings.com/filestream.ashx?DocumentId=2701
https://pub-vaughan.escribemeetings.com/filestream.ashx?DocumentId=2701


 

rate simplifies corporate contract negotiations and the collection and remittance process 

for hotel ownership groups that have properties across multiple jurisdictions.  

 

In August 2018, staff retained CBRE Travel and Leisure Group (CBRE) to complete a 

Market Assessment of a municipal accommodation tax for Vaughan. The market 

assessment considered the historic performance of Vaughan’s 16 hotels and motels, 

and 230+ short-term rentals (entire home properties for 2018), as well as new properties 

entering the market in the next five years. Based on CBRE’s analysis, a four per cent 

accommodation tax applied to hotels and short-term rentals has been projected to 

generate $2.4 million in 2019 (assuming an effective date of April 1, 2019), increasing to 

$4.4 million by 2023, representing a 33% growth. A copy of the CBRE report has been 

included in this report (Attachment 1). 

 

MAT Revenue Sharing 

Regulation 435/17 prescribes that municipalities without a Destination Marketing Fee, 

like the City of Vaughan, are required to share at least 50% of the MAT revenue, net of 

reasonable costs of collecting and administering the tax, with one or more ‘eligible 

tourism entities’ (Table 1). Any eligible tourism organization which is provided revenue 

from MAT is required to use the funds for the exclusive purpose of promoting tourism 

which also includes development of tourism products. 

 

 
* Less reasonable costs for collecting and administering the tax 

 

 

Applying the revenue-sharing formula to the potential MAT revenue, the partial year 

impact for 2019, based on an April start date, could be up to $2.4 million, with $1.2 

million shared with an eligible tourism entity and the same amount may be retained by 

the municipality.  

DMO Tourism 
Promotion *

50%
City Services 

& 
Infrastructure 

50%

Table 1: MAT Revenue-Sharing Model
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City’s Portion of Revenue 

The City’s portion of the revenue is unrestricted. Based on the discussions with 

stakeholders, they prefer to see the funds allocated to City services and infrastructure 

that support the tourism industry by enhancing visitor and guest experience. Examples 

could include: capital improvements to City-owned indoor and outdoor facilities/open 

spaces, repairs, wayfinding, beautification activities and new construction of tourism-

related facilities, communication programs and services-in-kind provided for 

tournaments and events using city assets. 

 

Collection and Remittance of the MAT 

MAT revenues are remitted by transient accommodation providers to the City on a 

monthly basis. Regulation requires the City to collect 100% of the MAT revenues and 

transfer at least 50% to a new destination marketing organization (DMO). The 

administration and implementation of the MAT will be handled by internal staff. 

 

Communication Plan 

Prior to commencing the industry consultation process, Strategic and Corporate 

Communications staff prepared a comprehensive communication plan, which included 

identification of audiences, key messages and tactics. The communication plan 

represented all phases of this project from industry engagement to implementation of 

the MAT. 

 

Industry Consultation  

E-mail or letter invitations for in-person or teleconference meetings were delivered to 

the owners and/or management of the sixteen (16) hotels and motels within Vaughan, 

Airbnb representatives, as well as five (5) non-profit business associations that are 

involved directly or indirectly with tourism in Vaughan.  

 

During November 2018, staff of the Economic and Cultural Development and Finance 

Departments met with the above stakeholders regarding the implementation of a four 

per cent (4%) Municipal Accommodation Tax. The Vaughan Chamber of Commerce 

also hosted a hotel/motel industry roundtable meeting. To facilitate the discussion, staff 

provided each representative with a copy of the presentation (Attachment 2) that 

provided an overview of the MAT, legislative background information, proposed 

administration process, proposed use of funds and next steps. 

 
Industry Feedback 
Staff facilitated constructive and positive discussion with all stakeholders. Although the 
MAT is a new tax, the industry recognized the business development and marketing 
opportunities that a new revenue source presented.  The dedicated funding for 
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Vaughan-only tourism promotion, focused on promoting overnight stays, allowed 
stakeholders to envision future revenue-enhancing projects.  
 
Below is a summary of the industry feedback. 

 
1. Introducing a MAT in Vaughan 
 
Given the municipal accommodation tax has become more prevalent in Ontario, 
including the Greater Toronto Area since 2017, there was consensus amongst industry 
stakeholders in support of implementing a Vaughan-based MAT, provided:  
 

 The tax revenue is reinvested in Vaughan for the promotion of overnight 
stays 

 The MAT rate be set at four per cent (4%) consistent with Mississauga, 
Toronto, Markham, Oakville and other jurisdictions in Ontario 

 The MAT be applied to short-term rentals (e.g., online home sharing 
platforms) in the future 

 The hotel/motel industry (including business associations) have a strong 
voice in shaping the business development and marketing plans or activities 
of the new DMO.  Suggestions included directing strategies in the 
hotel/motel shoulder and low season 

 The overall competitiveness of Vaughan’s accommodation industry be 
positively impacted 

 The unencumbered revenues available at Council’s discretion be invested in 
tourism-related city services and infrastructure to enhance visitor/guest 
experience 

 All stakeholders expressed an interest to be kept informed of the Council 
approval process and implementation process 

 Openness, transparency and accountability of the DMO 

 All marketing strategies be applied on a City-wide basis benefitting all 
districts/geographies in Vaughan 

 
2. Other suggestions and feedback: 
 

 The new Vaughan DMO include in its plan, strategies to drive overnight stays 
during shoulder and low seasons such as attracting more weekend sports 
tournaments, new multi-day festivals and events; and corporate conventions and 
meetings. 

 All marketing strategies be focused on a city-wide basis benefitting all properties. 

 The business development and marketing activities of the new DMO complement 
the marketing strategies of tourism operators that promote day trips (such as 
Canada’s Wonderland), and the internal marketing strategies for corporate 
banners. 

 That the City’s portion of the MAT revenues be invested in recreation centres, 
parks/sports fields, beautification, wayfinding, new tourism products such as City-
run festivals and events and leveraging the City’s communication channels in 
support of the tourism industry. 
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 The City consider allocating more than 50 per cent (50%) of the MAT revenue to 
the DMO. 

 From a timing perspective, the City consider a later than April 1 start date to 
allow for corporate contracts to be renewed with the MAT included 

 That the hotel industry has a voice in the DMO through its board of directors or 
strategic advisory committee to provide expertise and guidance with respect to 
business development and marketing programs. Furthermore that the 
composition of the strategic advisory committee be weighed towards hotel 
operators rather than tourism venues. 

 Complaints from customers may occur. Request to the City to provide key 
messages and contact information. 

 Not all of Vaughan’s neighbours have implemented MAT, namely Brampton and 
Caledon thereby potentially creating an uncompetitive playing field in the short-
term. 

 Independent accommodation providers were concerned with absorbing the 
incremental implementation costs of collection and remittance. A quarterly 
remittance to the City is preferred. 

 While a province-wide regulatory issue, staff heard concerns about the HST 
being charged on the four per cent (4%) MAT. 

 Concern that the unencumbered City portion of the MAT revenues shall not 
benefit the accommodation/tourism industry. 

 The lag between the collection of the MAT-Hotels and the MAT-Short-Term 
Rentals. 

 
Governance Options for a Tourism Promotion Entity  

Regulation 435/17 requires that at least fifty per cent (50%) of the revenues less 

reasonable administration costs, be dedicated to tourism promotion and development of 

tourism products by an eligible tourism entity. Under the Province’s definition, an eligible 

tourism entity means a non-profit entity whose mandate includes the promotion of 

tourism in Ontario or in a municipality. Staff explored three options for an eligible 

tourism entity: an internal City department; Central Counties Tourism (Regional Tourism 

Organization 6); and a new Municipal Service Corporation. 

 

In the City department scenario, staff considered establishing a destination marketing 

business unit within the Economic and Cultural Development Department. However, 

detailed discussions with Ministry staff indicated that a municipal department does not 

qualify as an eligible tourism entity since a department does not have a separate 

governance structure and tourism promotion mandate independent from the 

municipality.  

 

In considering the Central Counties scenario, there are advantages and disadvantages. 

Operating since 2010, Central Counties is an experienced tourism promotion 

organization with a service area that includes York and Durham Regions and the Hills of 

the Headwaters areas. Their core services are focused on general awareness 
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marketing across the regions they serve, with emphasis on visitor attraction, including 

day trips to tourism venues. This broad geographic area, and their general awareness 

marketing mandate makes managing a Vaughan-only business development and 

marketing function more challenging.  

 

The third scenario included establishing a Municipal Service Corporation.  It was 

determined that a Municipal Services Corporation would meet the Ontario MAT 

regulation for an eligible tourism entity, i.e. a non-profit entity whose mandate includes 

the promotion of tourism in a municipality. Under Ontario Regulation 599/06 governing 

Municipal Services Corporations, a business case must be prepared and submitted for 

ministry approval prior to registration as a corporation. 

 

As well, staff shall fulfill the following requirements pursuant to Regulation 599/06: 

 

Next Steps for Establishing a Municipal Services Corporation in Vaughan 

In order to proceed with the establishment of a Municipal Service Corporation which is 

proposed to operate as the City of Vaughan’s new destination marketing organization 

and be funded through fifty per cent (50%) of MAT revenues, an application must be 

made by the City of Vaughan to the Province of Ontario to incorporate a non-share 

capital corporation under the Corporations Act.  

 

The application for incorporations must include the following information. 

 Name of the Corporation 

 Address of the Head Office 

 First Directors 

 Objectives of the Corporation 

 Special Provisions 

 

Staff requests authorization from Council to submit the application for incorporation with 

the information as follows: 

 

 Name of the Corporation: Tourism Vaughan, or successor name as approved by 

Council. 

 Address of the Head Office: 2141 Major Mackenzie Drive, Vaughan, Ontario 

 First Directors: the initial incorporation including a transitional board comprised of 

the City Manager (or designate), Chief Financial Officer (or designate), Chief 

Corporate Initiatives and Intergovernmental Relations (or designate) and one 

member of Council. 

 Objectives of the Corporation 

o To develop and implement multi-year business development and 

marketing plans, in collaboration with industry stakeholders, that address 
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Vaughan’s goals as a tourism destination, including the promotion of 

overnight stays in Vaughan-based transient accommodations 

o To support and facilitate growth of the local tourism sector by identifying 

and promoting opportunities to attract strategic investments and new 

infrastructure that generate positive economic impacts in Vaughan 

o To conduct targeted economic and market research for purposes of 

identifying growth opportunities and developing competitive strategies 

o To facilitate marketing collaborations amongst Vaughan’s tourism industry 

stakeholders. 

 Special provisions: 

o The corporation shall be carried on without the purpose for gain for its 

members, and any profits or other accretions to the corporation shall be 

used in promoting its objects. 

o A Strategic Advisory Committee shall be established comprising of 

members of Vaughan’s accommodation industry and non-profit 

organizations such as the Vaughan Chamber of Commerce to provide 

expertise and guidance on business development and marketing 

initiatives. 

 

Financial Impact 

Costs associated with the consultation program (i.e., staff-time, market assessment) 

have been funded by the approved 2018 Economic and Cultural Development 

Department’s operating budget. 

 

A four per cent (4%) municipal accommodation tax rate applied to hotels and short-term 

rentals has been projected to generate $2.4 million revenues in 2019 (April to 

December), increasing to $4.4 million full year revenue by 2023. City’s retained portion 

of the MAT revenue will be directed to support investments in Vaughan-based 

infrastructure and initiatives that support citizen/visitor/guest experience and tourism-

related development, subject to the annual budgeting process. 

 

Broader Regional Impacts/Considerations 

During the industry consultation process, staff consulted with regional organizations 

including: Central Counties Tourism, York Region Arts Council, Markham Richmond Hill 

Vaughan Chinese Business Association, the Greater Toronto Hotel Association and 

Vaughan Chamber of Commerce. A copy of this report shall be forwarded to all 

stakeholders and the Ministry of Tourism, Culture and Sport.  

 

Conclusion 

In conclusion, staff recommend the approval of a MAT in Vaughan and establishing a 
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destination marketing organization to support the growth of Vaughan’s accommodation 

and tourism industry.  

 

For more information, please contact Dennis Cutajar, Director of Economic and 

Cultural Development at ext. 8274. 

 

Attachments 

1. Vaughan Market Assessment of Municipal Accommodation Tax Revenue 

2. Focus on Vaughan Accommodation Industry: New DMO and MAT presentation 

 

Prepared by 

Shirley Kam, Manager of Special Projects and Economic Development, ext. 8874 

Maureen Zabiuk, Manager of Property Tax and Assessment, ext. 8268 

Dennis Cutajar, Director of Economic and Cultural Development, ext. 8274 

Dean Ferraro, Director of Financial Services/Deputy City Treasurer, ext. 8272  

Rita Selvaggi, Interim Director of Financial Planning and Development Finance, ext. 

8438 
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Vaughan Accommodation & Tourism Industry:
New DMO and MAT 
Industry Consultation – November 2018

ATTACHMENT 2
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Market Context in Vaughan

2018 Hotel/Motel Market Context:
• 12 branded hotel properties: 1,709 rooms
• 4 independent motel properties: 136 rooms
• Total available room nights: 673,425
• Estimated Total Room Revenues: $75 million+

2018 Short-Term Rentals (STR) Context:
• Active entire home properties: 231
• Total Properties: 509
• Revenues from entire home listings: $2.8 million+

Corporate, Sports, VFR Markets (Demand Generators):
• 12,000+ businesses, largest concentration in York Region, 3rd in GTA
• $21 Billion Real GDP in Vaughan (35% Goods Producing: 65% Service) 
• Proximity to Toronto Pearson, TTC Subway Connections, 400 Series 

Highways & Downtown Toronto
• Weekend Sports Market Opportunity
• Attractions in Vaughan and GTA

2
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Vaughan Economic Development Context
• Home to strong hotel brands and operators; Expertise and experience of hoteliers, and local/regional 

business and industry associations 

• Positive economic impact of accommodation and food industry ($295 million contribution to Vaughan’s GDP 
in 2018)  

• Competitive forces:
• Excellent demand generators
• Market growth
• Tech disruption, i.e., Online Home Sharing Platforms (Short Term Rentals-STR)
• Increased sales and marketing efforts within the GTA (Mississauga, Markham, Toronto, Oakville) 
• New Municipal Accommodation Tax (MAT) Legislation in Ontario

• Desire to support the industry, businesses, increase jobs and investment in Vaughan 

• Work with accommodation industry to focus on tourism promotion and overnight stays (heads in beds) and 
re-invest in the overall competitiveness of the accommodation, hospitality, tourism marketplace in Vaughan3
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Background – Key Dates (MAT)

4

Provincial Context
 May 17, 2017 – the Province enacted Bill 127 – Stronger, Healthier Ontario Act (Budget Measures) 2017; 

Lower or single tier municipalities now have the authority to levy a Transient Accommodation Tax 
(referred to as a Municipal Accommodation Tax “MAT”)

 December 1, 2017 – Provincial Regulation on Transient Accommodation (435/17) sets out rules for 
sharing of MAT revenues with eligible not-for-profit tourism organizations, including revenue sharing

GTA Municipal Context
• April 2018 – City of Toronto Began Collecting MAT 
• April 2018 – City of Mississauga Began Collecting MAT
• January 1, 2019 – City of Markham Begins Collecting MAT
• January 1, 2019 – Town of Oakville Begins Collecting MAT
• June 2018 - City of Vaughan Council Decides to Initiate Industry Consultation on MAT
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Network of MAT Stakeholders
Accommodation Industry

5

Purchasers

Providers
& 

Associations/RTO

Lower or Single 
Tier Municipality
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How does the MAT apply?

6

 Transient Accommodation (Hotels, Short-Term Rentals)

 MAT is a sales tax paid by the guest and charged as a percentage of the purchase price of 
transient accommodation.

 MAT is payable on the purchase price for the room portion of rental accommodations for 
stays of four hours or more, and less than 30 days in duration.

 Other services including meeting room rentals, food and beverage, room services, internet 
services, valet parking, laundry, etc. are exempt from the tax provided that they are 
itemized separately on the bill.

 HST is payable on MAT remittances. 

 15 Communities in Ontario have a MAT; 4% Tax Rate consistently applied in Ontario
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Market Assessment of Municipal Accommodation Tax

7

Scenario 1:  Baseline Revenues

Current Hotel/Motel Properties plus Super 8 
expansion
No additional hotel developments or Airbnb units

Scenario 2: Further Supply Development

Current Hotel/Motel Properties plus Super 8 
expansion
Further hotel and Airbnb supply at reasonable rate 
(2020 - 2023)

2019 $3.23 - $3.35 million $3.23 - $3.35 million

2020 $3.29 - $3.41 million $3.39 - $3.52 million

2021 $3.36 - $3.48 million $3.67 - $3.81 million

2022 $3.43 - $3.55 million $3.97 - $4.12 million

2023 $3.49 - $3.62 million $4.29 - $4.45 million

Source: CBRE Travel and Leisure, August 2018
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Timelines / Next Steps

Council 
Report

June 2018

Market 
Assessment
August 2018

Business / Industry 
Consultations:
1:1 Meetings 

Group Meeting(s) 
with  

owners/operators, 
industry and 

business 
associations

November 2018

Staff Review: 
Consultation Process 
Findings and Assess 

Implications of a new 
MAT in Vaughan 

December2018
- January 2019

Staff Report with 
Recommendations to 

Committee of 
Council  (FAA) 
Jan 21, 2019

Possible Effective Date 
MAT By-law for 
Hotels/Motels
April 2, 2019

MAT By-law for STR
Effective Date TBD
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Discussion Items 

1. Competition (Neighbours are stepping-up their sales efforts, Online Home Sharing Platforms, Market 
Growth) 

2. Focus on business:  Develop co-operative Vaughan-based sales marketing strategy to increase overnight 
stays (heads in beds priority)

3. Seat at the table: Voice of accommodation industry in decision-making (DMO)

4. MAT Rate (4%) – Consensus; 50:50 Allocation Regulation

5. Collection/Remittances (If approved, effective April 2, 2019) 

6. Status of zoning and licensing (online platforms) 

7. Timing 
9
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Additional Resources

Contact:
Dennis Cutajar,
Director of Economic & Cultural Development
T 905-832-8585 ext. 8274
Dennis.Cutajar@vaughan.ca

Dean Ferraro,
Director of City Financial Services/Deputy Treasurer
T 905-832-8585 ext. 8272
Dean.Ferraro@vaughan.ca
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Proposed Hotel Developments

1. Avid Hotel (by IHD) – 6800 Hwy. 7
2. Hilton Garden Inn / Hampton Inn – 616 Applewood Cres.
3. Holiday Inn Express & Candlewood Suites – Cityview Blvd.
4. Hilton Garden Inn Redevelopment – 3201 Hwy. 7
5. Importanne – 7242 Hwy. 27
6. Hyatt @ Canada’s Wonderland  – Rutherford Rd.
7. Marriott Courtyard / Townplace Suites @ Chateau LeJardin – 8440 Hwy. 27
8. Liberty Development @ Promenade Mall – 1 Promenade Circle
9. Super 8 Motel Vaughan Addition – 3400 Steeles Ave. W.

*Note the Market Assessment of MAT Revenues is based on submitted/approved site plans with the City as 
of August 1, 2018. 
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