Background of the PitSense Property Value Initiative and Full Cost Accounting
In February 2010 when the first application for the McCormick Pit was announced, a number of residents in the area became active in opposition to the continued expansion of pits in the area. The Rockfort quarry was being actively opposed by another group. We followed that battle with keen interest. Our research showed that, historically, most pit and quarry applications were successful. The various obstacles to approval were effectively overcome. The applicants were experienced in dealing with concerns about water, air pollution, noise, safety, appearance, etc. but had never had to deal seriously with property value diminution in areas around their sites. They were, and most still are, in a state of denial.

About the same time we became aware of the work of Pavan Sukhdev regarding ‘Natural Capital’ and ‘Full Cost Accounting’ (FCA). See: https://www.unenvironment.org/news-and-stories/video/pavan-sukhdev-put-value-nature 
His work stuck a chord and it occurred to us that in order to make valid decisions regarding the exploitation of natural resources, like aggregates, ALL costs should be factored into all proposals and business plans. We concluded that aggregate mining/extraction is fundamentally a profit-seeking business venture, with huge financial benefits to the operators. It was also apparent that the profitability of the operations was being, in effect, subsidized by the losses imposed on neighbours in the form of injurious affection (property value diminution), and on municipalities in the form of infrastructure maintenance (costs which are borne by taxpayers).

The fundamental position we adopted, along with others in our community, was that a business such as aggregate extraction should only be established so long as ALL external costs are identified and borne by the operators. If, after all costs are accounted for and properly compensated, the business is economically viable, then it should be considered for approval, and, in other words, granted a ‘social license to operate’.

So the question then was, how do we get from the current paradigm to one of ‘Full Cost Accounting’ (FCA) and compensation for external costs resulting from aggregate operations?

The first step was to clearly identify that property value diminution is actually occurring. We thought it might be worthwhile to engage with MPAC since they are the agency with perhaps the greatest experience in the field. We formed a group called PitSense and made a submission to MPAC. They agreed to investigate the potential of developing a formula to be applied to properties in proximity to pits and quarries, similar to formulae presently applied in cases of proximity to highways, railroads, airports, landfills, etc.. 

PitSense has been successful in having MPAC acknowledge the existence of property value diminution, and have implemented assessment reductions, but so far are tentative in their conclusions by limited availability of sufficient statistical data. 

Once there is solid evidence of the extent and magnitude of the costs we would then need to agree on who should bear these costs. Should the municipal property tax revenues lost due to reduced MPAC assessments result in tax increases for those who are not in proximity to pits? We don’t think so, but rather that it is the responsibility of the party profiting from the venture, in this case the pit owner/operator, and should be incorporated into the cost of the product.

The next step in the process of implementing FCA would be to have the municipalities take a position that would not impose added costs upon other non-affected taxpayers. Together we would present a case to the provincial government to have the legislation or regulations altered to implement a requirement that all license applications should include measures to identify, quantify and compensate for injurious affection to neighbouring properties. There are a variety of mechanisms available to accomplish this, one of which is a ‘Property Value Guarantee’ [PVG]. Others are outright purchase, financial assurance agreements, other contingency funds, or agreed-upon lump sum payments. 

What is needed now is data.
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