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October 23, 2023  

To Our Municipal Clients:  

Re:  Assessment of Bill 134, Affordable Homes and Good Jobs Act, 2023  

On behalf of our many municipal clients, we are writing to inform you of the Ontario 
Legislature’s proposed changes to the Development Charges Act (D.C.A.) and the 
Planning Act, under Bill 134 (Affordable Homes and Good Jobs Act).  These proposed 
changes are with respect to the definition of an “affordable residential unit” for the 
purpose of exempting such developments from the payment of development charges 
(D.C.), community benefits charges (C.B.C.) and parkland dedication.  The following 
comments will be included in our formal response to the Province, which we also intend 
to present to the Standing Committee on Heritage, Infrastructure and Cultural Policy 
(Standing Committee) on November 15/16, 2023. 

1. Introduction 

The exemptions for affordable residential units were included in the More Homes Built 
Faster Act (Bill 23), enacted by the Province on November 28, 2022.  Under this 
legislation, affordable residential units were defined within subsection 4.1 of the D.C.A. 
and exemptions for D.C., C.B.C. and parkland dedication were provided in respect of 
this definition.  While the legislation was enacted in November 2022, the ability for 
municipalities to implement the exemptions required the Minister of Municipal Affairs 
and Housing to publish an “Affordable Residential Units for the Purposes of the 
Development Charges Act, 1997 Bulletin.”  This bulletin would inform average market 
rent and purchase price to be used in determining which developments qualify as 
affordable residential units.  At the time of writing, this bulletin had not been published 
by the Minister.  

The proposed legislation was posted to the Environmental Registry of Ontario on 
September 28, 2023 (ERO 019-7669).  The 30-day comment period closes on October 
28, 2023.  Bill 134 has received Second Reading in the legislature (October 4, 2023) 
and has been ordered referred to the Standing Committee. 

2. Proposed Amendments to the D.C.A. 

The definition proposed under Bill 134 modifies the affordable residential unit definition 
by:   

• introducing an income-based test for affordable rent and purchase price; and  

• increasing the threshold for the market test of affordable rent and purchase 
price.    
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The proposed amendment would provide the exemption based on the lesser of the two 
measures.  Moreover, the rules in subsection 4.1 of the D.C.A. are unchanged with 
respect to:  

• the tenant and purchaser transacting the affordable unit being at arm’s length;  

• the intent of maintaining the affordable residential unit definition for a 25-year 
period, requiring an agreement with the municipality (which may be registered on 
title); and  

• exemptions for attainable residential units and associated rules (requiring further 
regulations).  

The following table provides a comparison of the current definitions within the D.C.A. 
and those being proposed in Bill 134 (underlining added for emphasis).  

Item D.C.A. Definition Bill 134 Definition 

Affordable residential unit 
rented (subsection 4.1 (2), 
para. 1)  

The rent is no greater than 
80 per cent of the average 
market rent, as determined 
in accordance with 
subsection (5). 

The rent is no greater than 
the lesser of,  

i.  the income-based 
affordable rent for the 
residential unit set out in the 
Affordable Residential Units 
bulletin, as identified by the 
Minister of Municipal Affairs 
and Housing in accordance 
with subsection (5), and  

ii.  the average market rent 
identified for the residential 
unit set out in the Affordable 
Residential Units bulletin.  

Average market rent/rent 
based on income 
(subsection 4.1 (5)) for the 
purposes of subsection 4.1 
(2), para. 1  

the average market rent for 
the year in which the 
residential unit is occupied 
by a tenant, as identified in 
the bulletin entitled the 
“Affordable Residential 
Units for the Purposes of 
the Development Charges 
Act, 1997 Bulletin.”  

The Minister of Municipal 
Affairs and Housing shall,  

(a)  determine the income of 
a household that, in the 
Minister’s opinion, is at the 
60th percentile of gross 
annual incomes for renter 
households in the 
applicable local 
municipality; and  

(b)  identify the rent that, in 
the Minister’s opinion, is 
equal to 30 per cent of the 
income of the household 
referred to in clause (a).  
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Item D.C.A. Definition Bill 134 Definition 

Affordable residential unit 
ownership (subsection 4.1 
(3), para. 1)  

The price of the residential 
unit is no greater than 80 
per cent of the average 
purchase price, as 
determined in accordance 
with subsection (6).  

The price of the residential 
unit is no greater than the 
lesser of,  

i.  the income-based 
affordable purchase price 
for the residential unit set 
out in the Affordable 
Residential Units bulletin, as 
identified by the Minister of 
Municipal Affairs and 
Housing in accordance with 
subsection (6), and  

ii.  90 per cent of the 
average purchase price 
identified for the residential 
unit set out in the Affordable 
Residential Units bulletin.  

Average market purchase 
price/purchase price based 
on income (subsection 4.1 
(6)) for the purposes of 
subsection 4.1 (3), para. 1  

the average purchase price 
for the year in which the 
residential unit is sold, as 
identified in the bulletin 
entitled the “Affordable 
Residential Units for the 
Purposes of the 
Development Charges Act, 
1997 Bulletin,” as it is 
amended from time to time, 
that is published by the 
Minister of Municipal Affairs 
and Housing on a website 
of the Government of 
Ontario.  

the Minister of Municipal 
Affairs and Housing shall,  

(a)  determine the income of 
a household that, in the 
Minister’s opinion, is at the 
60th percentile of gross 
annual incomes for 
households in the 
applicable local 
municipality; and  

(b)  identify the purchase 
price that, in the Minister’s 
opinion, would result in 
annual accommodation 
costs equal to 30 per cent of 
the income of the household 
referred to in clause (a)  

 

3. Illustration of the Proposed Amendment 

The proposed definition of an affordable residential unit is generally consistent with the 
2020 Provincial Policy Statement (P.P.S.) and considers both income-based and 
market-price approaches to derive an affordable housing definition for both rental and 
ownership housing units.  This is in contrast to the current D.C.A. definition 
implemented through Bill 23, which is solely based on the market-price approach.  
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The following provides an illustrative example of the two approaches and how the 
application of the affordable residential unit definitions would differ for rental and 
ownership housing.  This example uses 2022 data for the Kingston regional market 
area.  Note, this example is meant to be illustrative and uses data from the P.P.S. 
Housing Tables.  The source of data to be used by the Province for the Affordable 
Residential Units bulletin, and the level of data disaggregation (by geography and unit 
type) has not yet been specified.    

We have also provided, in an appendix, the P.P.S. Housing Tables for 2022 that may be 
of assistance to you in undertaking a similar analysis.  The information in the appendix 
includes household income data for all households and renter households, as well as 
average resale house prices and rents. 

3.1 Rental Housing Example 

Applying the proposed affordable residential unit definition under Bill 134 for the 
Kingston regional market area: 

• The average annual household income for renter households in the 60th 
percentile in 2022 was $68,900.  

• 30% of this annual household income is $20,670 or $1,720 per month.  

• The average market rent is $1,390 per month.  

• 80% of the average market rent is $1,120 per month.  

• Under the proposed definition, affordable residential units with a rental rate of 
$1,390 per month or less would be exempt from D.C.s.  This rental threshold is 
25% (or $278/month) higher than the current D.C.A. definition, which would 
establish this rental threshold at $1,112 per month.  

 

Proposed Bill 134 D.C.A. Definition (October 2023)  Current D.C.A. Definition (More Homes Built Faster Act)

Lesser of a) or b) of the following

a) the income-based affordable rent 

based on 60th percentile average 

household income $68,900.

$1,720 (1) 
Where rent is no more than 80% of the 

average market rent
$1,112 (2) 

b) average market rent identified for the 

residential unit.
$1,390 (2) 

Affordable Rental Unit (max. rent) $1,390  Affordable Rental Unit (max. rent) $1,112
 

Notes:

(1) Provincial Policy Statement Housing Table - Table 3: Renter Household Incomes and Affordable Rents, 2022

(2) Provincial Policy Statement Housing Table - Table 4. Average Rent by Bedroom Count
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3.2 Ownership Housing Example 

Applying the proposed affordable residential unit definition under Bill 134 for the 
Kingston regional market area:  

• The average annual household income for all households in the 60th percentile in 
2022 was $108,300.  

• Annual accommodation costs equal to 30% of this annual household income 
($108,300 x 0.3 /12 = $2,708) represent the carrying cost per month derived from 
typical monthly mortgage costs, property taxes, and mortgage insurance 
costs.[1]  This calculation equates to a purchase price of $372,500.  

• 90% of the average purchase price is $523,500 (based on an average resale 
house price of $581,700).  

• 80% of the average purchase price is $465,360.  

• Under the proposed definition, affordable residential units purchased at $372,500 
or less would be exempt from D.C.s.  This purchase price threshold is 
approximately 20% (or $92,860) lower than under the current D.C.A. definition, 
which would establish the purchase price at $465,360.  

 

4. Comments on the Proposed Amendment 

In comparison to the current D.C.A. definition of affordable residential units, the 
following observations are provided: 

 
[1] Mortgage payments based on a 25-year mortgage at 4.79% interest rate and 5% 
down payment.  Estimated monthly property taxes = 0.125% of house value.  Canada 
Mortgage and Housing Corporation mortgage loan insurance premium = 4.0% of loan 
amount.  It is not yet clear if/to what extent these align with “accommodation costs” to 
be considered for the purposes of the income-based test proposed in Bill 134. 

Proposed Bill 134 D.C.A. Definition (October 2023)  Current D.C.A. Definition (More Homes Built Faster Act)

Lesser of a) or b) of the following

a) the income-based affordable 

purchase price based on 60th income 

percentile household income of 

$108,300.

$372,500 (1) 
Where the price of the unit is no more 

than 80% of the average purchase price.
$465,360 (2) 

b) 90% of the average purchase price. $523,500 (2) 

Affordable Ownership Unit (max. 

purchase price)
$372,500

 

Affordable Ownership Unit (max. 

purchase price)
$465,360

Notes:

(1) Provincial Policy Statement Housing Table - Table 1: All Households Incomes and Affordable House Prices, 2022

(2) Provincial Policy Statement Housing Table - Table 2: Average Resale House Price and 10% Below Average Resale Price, 2022
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• The refined definition of affordable residential units presented in Bill 134 aligns 
with the income-based approach utilized in the 2020 P.P.S.  This, in contrast to 
the current market-based approach, better aligns with how a number of 
municipalities define affordable developments in their housing strategies.  
However, as provided in our comments on Bill 23, while it is an admirable goal to 
create additional affordable housing units, further D.C., C.B.C., and parkland 
exemptions will continue to provide further financial burdens on municipalities to 
fund these exemptions. 

• Based on the P.P.S. Housing Tables provided in the appendix: 

o The rent at which a residential unit would be considered affordable is 
higher under the Bill 134 proposal, compared to the current D.C.A. 
definition.  This would imply that more rental units would receive the 
exemption relative to the wording provided in Bill 23, providing a greater 
incentive for affordable rental units.  

o Based on the information contained in this data source, the income test 
appears to be irrelevant for rental units, as market rent is consistently 
lower than the affordable rent (based on 60th percentile average 
household income) across all regional market areas.    

o Conversely, the affordability threshold for ownership housing units, 
exhibited in this data source, would generally appear to be lower when 
applying the income-based approach.  As a result, Bill 134 is anticipated 
to incentivize purpose-built rental units over ownership housing.   

o Moreover, this would appear to provide exemptions for ownership 
affordable residential units that are more aligned with household income 
than market value.    

o It should also be noted that, based on the provincial average in the data 
tables, average market purchase prices are approximately double the 
affordable purchase prices.  Based on this observation, only very small 
residential units, such as studio-type condominium units, may be priced at 
a point where they would qualify for the affordable residential units 
exemption.  This would mean that establishing affordability using averages 
across all unit types may not help address the problem of “missing 
middle”[1] housing, which would typically be geared towards families.  

 
[1] The “missing middle” describes a range of medium-density housing types between 
single-detached houses and apartment buildings.  This includes a range of multi-unit or 
clustered housing types compatible in scale with single-family homes that help meet the 
growing demand for walkable urban living, such as duplexes, triplexes, fourplexes, 
rowhouses, and townhouses.  Source:  
https://www.evergreen.ca/downloads/pdfs/2018/What_is_the_Missing_Middle_Evergree
n_CUI_s2.pdf  

https://www.evergreen.ca/downloads/pdfs/2018/What_is_the_Missing_Middle_Evergreen_CUI_s2.pdf
https://www.evergreen.ca/downloads/pdfs/2018/What_is_the_Missing_Middle_Evergreen_CUI_s2.pdf
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• The proposed definition considers local income in addition to market prices.  
While the definition clearly identifies that annual incomes for households within 
the “applicable local municipality” will be used in the income-based test, the local 
municipality does not appear in the average market rent/purchase price 
definition.  Concerns about the geographic scope of the bulletin and potential 
implications across local municipalities due to variations in income levels still 
remain.  

• The income level is set at the 60th percentile of gross annual income in the 
applicable local municipality, distinguishing between renter households and all 
other households.  The basis for determination of gross annual income is not 
provided in the legislation and will be informed by the Minister’s bulletin. 

• For affordable households, the rent would be established at 30% of income, and 
purchase price at accommodation costs equal to 30% of income.  A definition of 
accommodation costs is not provided in the legislation and will be informed by 
the Minister’s bulletin.  The basis for calculating accommodation costs is unclear, 
and carrying costs need to reflect representative costs of home ownership, 
including typical mortgage costs, property taxes, and property insurance, as well 
as condominium fees, where applicable.   

• The basis for market rents and purchase prices will be required.  Many 
municipalities utilize Canada Mortgage and Housing Corporation data for 
establishing average market rents in affordable housing strategies.  As noted 
earlier, it is unclear from the legislation how the average market rents and 
purchase prices will be determined.   

• As currently written, the legislation is unclear if market rent and purchase price 
will be determined using overall averages or averages disaggregated by dwelling 
unit type or size.  Establishing average rents and purchase prices using overall 
averages across all dwelling unit types will provide higher average values than 
those established by dwelling unit type and size, which would have greater 
exemption implications for municipalities with a larger amount of high-density 
development.  As noted earlier, this approach would also tend to favour smaller 
condominium units, which would more likely meet the affordability threshold, in 
contrast to larger family sized units, which would likely not qualify for D.C. 
exemptions. 

• Subsections 4.1 (5) and (6) of the D.C.A. currently identify the market rent/
purchase price in the year the unit is occupied/sold as identified in the bulletin.  
This would appear to indicate an annual publication of the bulletin.  The proposed 
definition of the “affordable residential units bulletin” does not imply an annual 
publication.  The timing for publishing the bulletin should be clarified. 

• The market test proposed in the definition is increased from 80% of average 
market rent/purchase price under the D.C.A. currently, to average market rent 
and 90% of the average market purchase price. 



 

 
Watson & Associates Economists Ltd.  PAGE 8 
Assessment of Bill 134 - Affordable Homes and Good Jobs Act 

• The D.C.A. defines “rental housing development” for the purposes of the 
mandatory instalment payments in section 26.1 of the D.C.A. and the discounts 
for rental housing development in section 26.2.  Affordable residential rental units 
within subsection 4.1 (2) are not specifically defined as rental housing 
development and, therefore, it does not appear that there is a requirement for 
those units to be in a building or structure with four or more units. 

• The introduction of the income test for affordable residential units will increase 
municipal administration costs of agreements and the requirement to ensure 
these units remain affordable over a 25-year period.  These administrative 
burdens will be cumbersome and will need to be monitored and coordinated by 
both upper-tier and lower-tier municipalities.  Further clarification is required with 
respect to:  

o The parties to the agreement (e.g., developer vs. builder vs. owner);  

o The Minister of Municipal Affairs and Housing establishing standard forms 
of agreement, as provided under subsection 4.1 (12); and  

o Reporting requirements and onus (i.e., should the municipality reach out 
to the parties of each agreement or should the parties to the agreement be 
required to report to the municipality?). 

As summarized above, there are several concerns and areas of clarification that 
Watson will be advancing in our submission through the Environmental Registry of 
Ontario.  Watson will also be seeking an opportunity to speak as a delegation to the 
Standing Committee to provide our concerns on behalf of our municipal clients. 

We will continue to monitor the progress of Bill 134 through the legislature and will 
continue to keep our clients informed of any changes.  If you have any questions, 
please do not hesitate to contact us. 

Yours very truly, 

WATSON & ASSOCIATES ECONOMISTS LTD.  

Gary Scandlan, BA, PLE, Managing Partner 

Andrew Grunda, MBA, CPA, CMA, Principal 

Jamie Cook, MCIP, RPP, PLE, Managing Partner 

Peter Simcisko, BA (Hons), MBE, Managing Partner 

Sean-Michael Stephen, MBA, Managing Partner 

Jack Ammendolia, BES, PLE, Managing Partner 
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