TO:

SUBMITTED BY:

Committee of the Whole
July 16, 2002

Mayor Kely and Members of Halifax Regiona Council

George McLdlan, Chief Adminigrative Officer

DATE: July 16, 2002
SUBJECT: Preiminary Tax Structure Recommendations
ORIGIN

The Tax Structure Committee, a sub-committee of Council, has prepared preliminary recommendations
for HRM Committee of the Whole.

RECOMMENDATION

It is recommended that Committee of the Whole approve the following course of actions.

1. That Committee of the Whole approve the attached tax structure model in principle for the purpose of
public consultations. That modd includes:
S placing in the generd tax rate the following additiond items

S volunteer and core fire departments

S Sreet lighting

S Cogt sharing on capitd upgrades for exigting Recreationd Facilities

S Cogt sharing on the construction and acquisition of new Loca and Regiona Recrestiond

Fecilities

S Capitd repairsfor existing recreation and community facilities (on a go forward basis)
S Crosswak Guards
S the HRM cdll centre
S That Local Improvement Charges on upgrading of existing agphat curbing to concrete curb and
guitter be diminated.
S That dl areas of HRM with access to Metro Trangt should share equdly in the cost of Metro

Trangt.

S That the $0.05 transfer from Urbar/Suburban to Rurd generd tax rates be diminated
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2. That the Proposed Minimum Standards For Mitigating Structural Fire in the HRM Rurd Fire
Service and the Proposed HRM Parks and Recreation Services Indoor Facility Feasibility and
Deve opment Policy be approved so that it becomesclear to resdentsof HRM what servicelevels
and standards HRM can redigtically expect to provide.

3. That the Tax Structure Committee report back to Committee of the Whole no later than October

15", 2002 with the results of public consultations including the comments of citizens, business
groups and volunteer fire departments and with final recommendations and/or options.

BACKGROUND

On May 14™ 2002, the Tax Structure Committee presented an Information Report to Committee of the
Whole outlining details of proposed changesto theHRM Tax Structure. Theintent wasto seek approval
to begin the consultation process with stakeholders and return to Council with an updated report.

At that point, Council members agreed staff should begin meetings with the Rurd Fire Service to ensure
aconsultative approach in the development of service tandards and that Recreation Services should return
with a detailed policy for recregtiond facilities. Also, Financia Services was requested to provide the
financid andysis and service gaps report prior to beginning the Public Consultations in September 2002.

Fina recommendations are not expected until October of 2002 with implementation planned for the 2003-
2004 fisca year.

DISCUSSION

During the month of June and early July, meetings were conducted with each of the Rurd Fire Service
Zones to present the Proposed Tax Structure and discuss the Proposed Minimum Fire Standards.
Volunteer Fire Departments saw both the new structure and the proposed standards as generaly
acceptable. Suggestions have been made in afew areas and staff expect to continue their discussions.

Many rurd fire departments should be able to achieve the minimum fire service Sandards being proposed.
Insome areastheweether, local road conditionsand distance between propertiesare serious impediments
to meeting the andards. The ability to meet the standard will dso vary with the time of day or, in some
cases, the season. Thereisaclear need to support the spirit of volunteerism in the rural area.

Some concern has been expressed with the current state of equipment in the rural fire service. The
minimum standards being proposed are based on the premise that departments have accessto appropriate
fleet and safety equipment to perform their duties. In instances where there are fleet, equipment or sation
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inadequaci es these proposed standards may not be met without capital budget assstance. For instance,
there are 27 fire vehiclesin the rura area built before 1980 including severa over 30 yearsold. Some of
this equipment has become extremely difficult to repair and may be unrdiable. Inafew casesthishasdso
affected the willingness of local community members to volunteer.

Staff have advised rurd fire departmentsthat oneisbeing proposed isto support a“basic’ level of service
and that any capital upgradeswill occur over time. Requestswill be prioritized as part of the HRM Capitd
Budget. Thereisno guarantee that al will be dedlt with & once. Access to the General Rate, however,
will enhance the opportunity to rectify the current state of affairs in a more timely fashion. The Rurd Fire
Service members are appreciative of this initiative and are willing to work with HRM and *see what
happens’. Staff have agreed to draft awritten outlinefor the volunteer departments asto the commitments
HRM can make with regards to finance and volunteerism.

The Parks and Recreation Services business unit has developed a policy to recommend an independent
and transparent procedure that identifies and confirms needs for new regionad and neighborhood indoor
recregtion facilities. Thereisasirong emphasis on community consultation and reinforces the requirement
for community capacity by implementing cost sharing guiddines. Thereisaso adocument thet outlinesthe
exiging HRM owned facilities and the cost to maintain these on an annua basis which would be
encompassed in the Generd Rate.

Thisinitiativeisbeing undertaken becausethe current tax structureis creating public safety concerns. While
itisprimarily apublic safety issue, there will be tax implications, dthough generdly modest. The impact
of these tax structure changes upon individual homeowners can be estimated using the 2002-2003 budgets
and tax rates. It is expected that impact will generdly besmdl. Intherurd areasthe averagetax rate will
increase by 1.3¢ or $13 for a$100,000 home. In the suburban areathe impact will be an additiona 0.2¢
or $2 for a$100,000 home. In the urban core there will be adight decline of 0.5¢ or $5 per $100,000
home. Intherura areas, theimpactswill vary by individua areas depending on what the individud area
tax rates are. Impact by area are attached to this report. Some of these impacts may be absorbed by
HRM in its 2003-2004 budget.

Currently, Fire is arearated in the rural area. The current area rate ranges from 5.6¢ to 28.2¢. The
averagerurd firerateis 16.6 cents. Inthe urban and suburban areastaxpayers pay the equivaent of 12.2¢
through the generd tax ratefor fire services. The new unified ratefor fire servicesis 12.7 cents, higher than
that of the urban core but lower than mogt, but not dl, fire departments.
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Impact of Tax Rate I ncreases/(Decr eases) by Service
and General Tax Rate

Rural Suburban Urban

Fire 0039 0005  0.005
Strestlights 0006 0000  0.000
Crosswalk Guards 0003  -0.000  -0.000
Cal Centre 0003 0003  -0.001
Equalization 0050  -0.007  -0.007
Impact of LICs 0002 0002 -0.002

Total $0.013  $0.002 ($0.005)

Unlikefire, not dl parts of HRM have streetlights. In the rurd areas, only those with Streetlights pay for
them. Itis estimated that 60% of rurd resdents have dreetlights. Rurd arearates for streetlights range
from 0.7¢ to 11.1¢ with an average arearate (including those without lights) of 2.4¢. In the urban and
suburban aress taxpayers pay the equivaent of 1.8¢ through the generd tax rate for streetlights. The new
unified rate for Streetlights remains at 1.8 cents, likefire, lower than most, but not dl, rurd rates.

Urban and suburban taxpayers pay 0.4¢ for crosswalk guards while, on average, rura taxpayers pay just
under 0.1¢. The new rateis 0.3¢, on average a savings for the core and an increase for the rurdl areas.

Whenthetax structure was established HRM’ s call center was dedicated to Metro Transit. Assuch, only
the urban core (and neither suburban or rural areas) paid for the call centre. Since than the call centre has
been broadened to handle calls for al services throughout HRM. As such, it is how proposed to be
included in the generd tax ratefor al taxpayersto fund. Thisprovidesadight saving to the urban core but
increases the rura and suburban tax rates by 0.3¢.

Currently, if taxpayers wish to upgrade from asphdt curbs to concrete curbs they must pay a loca
improvement charge (LIC). Thefundsfrom this charges are included in the operating budget as revenue,
hence lowering the generd tax rate. At the moment, only urban taxpayers have LICs for curb upgrades.
Sinceitisnot cost effectiveto replace asphalt curbswith anything other than concrete, it hasbeen proposed
that this charge be diminated. The result isthat such LIC charges will be diminated and that therewill be
an equivaent decline in operating revenues. For the urban core this means a dight saving. For the
suburban and rura areas a dight increase. LIC charges for new sdewaks, paving and sewers are
unaffected.

At thetimethetax structure was created, it was decided to lower the rural ared sgenera tax rate by 5.0¢.
Thiswasaccomplished through atransfer from urban and suburban taxpayerswhich increased their generd
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tax rate by 0.7¢. It isproposed that this transfer be diminated.

Additiond changes are expected to be madeto trangt. There are some areas of HRM thét receive transit
services but do not pay for it through their tax rates. In addition, not al areas are paying thefull cost of the
Metro Trangit service they receive. Staff intend to return by September with additiona informetion.

Therewill dso be an impact onthe commerciad sector. The urban and suburban commercid tax ratesare
estimated to rise by 0.1¢. In the rurd areatheincrease is expected to be more significant, approximately
30¢ or nearly 11%. These changesarisefrom thecomplex relationship between residentia and commercia

tax rates. Commercia rates are set at 2.55 times the residential rate. Since commercial taxpayers
generdly don't pay arearates an additiona amount was added to the weighting factor to compensate for
these revenues. Thelegidation which then existed prevented HRM from differentiating between the urban
and rura weighting factor. Moving servicesto the genera rates has removed the need for this complexity.

BUDGET IMPLICATIONS

There are no immediate implications to this change. Infuturefisca yearsthere will be additiona pressure
onthe HRM capita budget. Fire hasidentified aneed to replace anumber of older fire vehicles, many of
them dating to the 1970s. In addition, there are equipment and building deficiencies which need to be
corrected. Staff arehopeful that some of thisamount can be financed through the exigting rurd firefinancid
capacity. Other requests will have to be priorized through the capital budget process.

Much of the exigting area-rated debt for volunteer fire departments will have to be absorbed. This debt
consstsof arearated loansand debentures. Staff are continuing to look at waysof restructuring and dealing
withthedebt. Staff are recommending that rura fire department surplus accounts be used to write-off any
portion of anindividua department’s debt. The remainder of the surplus account would remain with the
department or community in which it wasraised. Likewise, HRM would leave any moniesraised through
fund-raisng efforts with the local community. In the first year of the new structure volunteer departments
should expect to continue to receive their existing budgets less any amounts for debt charges, deficits,
surpluses trangfers for reserves, capital from operating etc.. Staff have discussed this with the individua
fire zones and have met with generd agreement.

With respect to recregtion, it is anticipated that capital repairsto exigting facilitieswill cost gpproximeately
$240,000 per year on average. These requests will have to be priorized through the capital budget
process. It is not expected that these funds will be automatically assgned to rura areas. Staff are not
recommending any write down of existing debt or future debt arisng from gpproved recregtion capita
projects. Rather, thisproposal isonago-forward basis. Future projectswould be digiblefor cost-sharing
if available and if gpproved through the capital budget process. Operating costs remain the respongbility
of the managers of the facility.



Prediminary Tax Structure -6- Committee of the Whole
Recommendations July 16, 2002

Both dtreetlights and crosswak guards are principally operating issues. Both are currently governed by
standards set by Regiond Council. The increase in demand for these services is expected to belessthan
$50,000 per year. Requests are to be priorized through the annua budget process using the established
standards.

Public consultations have been estimated to cost gpproximately $25,000. It is expected these funds will
be paid for through the budget of Financid Planning (A810) and other parts of Financia Services.

MULTI-YEAR FINANCIAL STRATEGY IMPACTS

This report complies with the Municipdity’s Multi-Year Financid Strategy, the gpproved Operating,
Capita and Reserve budgets, policies and procedures regarding withdrawa sfrom the utilization of Capita
and Operating reserves, aswell as any relevant legidation.

ALTERNATIVES

Committee of the Whole may choose to regject the proposed Tax Structure Modd or to request revisons
or darifications from the Tax Structure Committee.

Committee of the Whole may opt to remain with the Status Quo.

ATTACHMENTS

Proposed Minimum Standards For Mitigating Structurd Fire in the HRM Rura Fire Service
Recresation Services Indoor Facility Feasibility and Development Policy

Recrestion Facility Maintenance Requirements Spreadsheet

Schedule of Public Consultations

Table One - Impact of Tax Structure on Residential Tax Rates

Table Two - Impact of Tax Structure on Tax Rates

Table Three - Impact of Tax Structure on Tax Burden

Table Four - Impact of Tax Structure on Generd Commercid Tax Rates

Additiona copies of this report, and information on its Satus, can be obtained by contacting the Office of
the Municipa Clerk at 490-4210, or Fax 490-4208.

Report Prepared by:  Bruce Fisher, Manager of Financid Planning, 490-4493
Report Approved by:

Dae MacLennan, Director, Financial Services, 490-6308




