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Area Rating - an Overview from the  City of Hamilton 

As Reviewed by City of Hamilton Staff 

 
Purpose of Area Rating 

 

Area Rating is intended to account for either significant differentials in SERVICE LEVELS or COSTS OF 
PROVIDING SERVICES between different parts of the Municipality.   
 
The Municipal Act was amended in 2006 and now prescribes that only Health programs and services 
cannot be area rated.  This means that all services provided by the Municipality of Port Hope can be area 
rated as long as the service meets the definition of a “special service” as defined in the Municipal Act. 
 
The Municipal Act allows Municipalities to area rate a service or activity that is either 
 - not provided generally throughout the municipality, or  
 - being provided  
   - at different levels, or  
   - in a different manner 
  in different parts of the Municipality  
 
 
 

Principles of Area Rating used by Hamilton in their review, to guide the process 
 

1. Area rating does not generate additional taxes for the Municipality as a whole.  It is 
Revenue Neutral. 

 
2. It is how a service is delivered that can impact how it is appropriately taxed, not vice 

versa.  Service DELIVERY drives taxes.  None of the area rating options presented by 
Hamilton required a change in service delivery. 

 
3. Area Rating is NOT based on a user pay principle.  It accounts for key / significant 

differences in service levels and costs. 
 
4. It is evolutionary.  Growth and standardization of service delivery may lead to changes in 

area rating boundaries over time. 
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Examples 
 
- Area rated services in the City of Hamilton have included 
 
  Fire 
  Library (no longer area rated) 
  Culture (no longer area rated) 
  Recreation facilities and programs 
  Transit 
  Street lighting & Sidewalks 
  Storm drainage (no longer area rated) 
  Financial adjustments (no longer area rated) 
  Senior’s Tax Credit (no longer area rated) 
  Slot Revenues (no longer area rated) 
  Waste Management (no longer area rated) 
  Sidewalk snow removal 
  Loan payments for parkland purchases 
 
- (Note by IWMA) other services which can be area rated in the Municipality of Port Hope 

include  
 
  Parks 
  Parking  
  Tourism 
  Planning 
  Roads 
  Engineering 
  Marina 
  Business Park 
  Economic Developement 
  Cemeteries 
  Waste collection 
  Police (including Service Board) 

 
Basic parameters on how to determine what services should be area rated 

 
 - An area with significantly less facilities or services warrants area rating.  
 
 - Where an area has a lower level of service it benefits from a lower rate of tax. 
 
 - Look at significant differences, not the insignificant ones (note that Sidewalk Snow  
  Removal, in terms of budget $ is insignificant, however since this service is only provided 
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  to a specific area of Hamilton only (urban area of Ward 12), then the area rating of this  
  service was warranted – as it is an “enhanced” level of service above and beyond the  
  City-wide harmonized service). 
 

- Conduct an annual review.  As services become harmonized, the area rating is phased 
out.  Add / include new services when they come along. 

 
- Be flexible on where each service area limit is located. 

 
The Nuts and Bolts of how it is done 

 
 

- Interpret the legislation to best suit local conditions and check periodically with the 
Ministry.  Any legislation is grey and leaves room for interpretation. 

- Budget as a whole and then split the costs (this is staff’s job). 
- Develop a rationale to define the different service levels (ie a fair way of allocating the 

costs). 
- If the assessment base is too small, and may result in significantly higher taxes if costs 

allocated to the area do not offset the lower assessment base, that allocation is scaled 
back. 

- Recreation costs are based on where the facilities are (at least this is how the City of 
Hamilton area rates Recreation) – based on location.  The lack of facilities in the rural 
areas and user fees that are not fully harmonized may warrant a lower rate of tax. 

 - less facilities = less cost. 
- Cost of administration of the Municipality is based on weighted assessment.  
 
 

Process 
 
 - Finance Department Staff goes through the numbers and determines the impacts. 

- Council sets up a public consultation process that is independent of the finance 
department. 

- The community becomes engaged in reviewing and critiquing the staff proposal, and 
puts forward the counter proposals they develop.  A component of the public 
consultation was also to educate the community about area rating. 

- Council then makes the final decision, which can include phasing the changes in taxation 
over a number of years as approved by Council. 

- Be prepared to adjust the line between service areas.  An urban service level may 
extend into the adjacent rural Ward.  The boundary should reflect how the service is 
provided.  As the service extends into the rural area, so must the boundary. 
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      Compliance 
 
 - Remember that the Ministry has NOT said the Municipality is non-compliant. 
 - Make a plan to be compliant.  As long as the Municipality is moving towards compliance, 
  then there is flexibility. 

- Be compliant by allocating the urban area and rural area rated costs, layer these on top 
of the common costs, and then collect the respective totals by weighted assessment 
from each area. 

- Review the area rated layer annually to determine that it continues to be fair and 
equitable and make adjustments where necessary. 
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