THE CORPORATION OF THE CITY OF COURTENAY

STAFF REPORT

To: Council File No.: 1970-02
From: Chief Administrative Officer Date: April 6, 2020
Subject: 2020 Tax Rates Report

PURPOSE:

The purpose of this report is for Council to establish the 2020 tax rates.

POLICY ANALYSIS:
Section 197 of the Community Charter requires the City to set tax rates by Bylaw in order to raise sufficient
property value taxes as provided for in its financial plan.

EXECUTIVE SUMMARY:

Each year, BC Assessment (BCAA) provides updated assessment information for the City. It notes the total
number of properties for each tax class and the cumulative assessment value for each respective tax class.
This informs staff of the growth in properties and the change in assessment for each tax class.

Over the past year, 301 new residential properties were added to the Residential tax class. The combination
of new properties and higher values for residential properties resulted in the Residential tax class growing
by 3.91%. The Commercial sector experienced a decrease with 8 properties being reclassified on the roll,
however there was an overall 7.84% increase in value to the Commercial tax class. This assessment growth
and the request for additional property tax revenues factor into the determination of tax rates for the
property tax classes.

For 2020 Staff suggests the Residential Tax Class rate should be revised from 3.0332 (2019 rate) to 3.0241
and the Commercial multiplier changed from 3.35 (2019 multiplier) to 3.25. Using these revised values
maintains the ratio of the tax burden between the tax classes to a similar percentage as last year. Should
Council choose to modify the commercial multiplier, any change will shift the tax burden in favour of one tax
class versus the other tax class.

CAO RECOMMENDATIONS:

That based on the April 6, 2020 Staff Report “2020 Tax Rates”, Council approve a Residential Tax Class rate
of 3.0241 and a Commercial tax rate multiplier of 3.25 in order to generate property tax revenues to cover
the budgeted expenditures identified in the 2020 — 2024 Consolidated Financial Plan.
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Respectfully submitted,

/N7 A

David Allen, BES, CLGEM, SCLGM
Chief Administrative Officer

BACKGROUND:

Consideration and approval of a Five-Year Financial Plan is an annual requirement under Section 165 of the
Community Charter. Council has been given, in separate reports, the Solid Waste, Water, Sewer and General
Fund budgets.

Following the approval of the Consolidated Financial Plan, Council is instructed under Section 197 of the
Community Charter to set by bylaw, tax rates and the commercial multiplier in order to raise property tax
revenues to meet the budgetary requests of the organization and other Taxing Authorities.

The following 2019 comparison of property tax and utility costs from neighbouring municipalities on
Vancouver Island has been compiled using BC Government statistics for Local Governments in the province.
It shows how an “average” residential property in Courtenay compares to other municipalities in relation to
property taxes levied, dollars collected for other taxing authorities, utility user fees and parcel taxes.

Taxes & Charges on a Representative Home - 2019 Comparative
(information from Government of BC - Local Government Statistics)
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DISCUSSION:

The primary source of funding for the Consolidated Financial Plan is the Property Tax Levy. On March 2, 2020
Council approved a budgetary request to increase tax revenues by 3.22%. For 2020, the amount of property
tax revenues the City requires is $25.224M to provide revenue for all budgeted expenditures and the annual
debt payments.

Assessment Trends

The March 19, 2020 BC Assessment Revised Assessment roll information is used to calculate the impact of
the 3.22% tax increase across all Tax Classes. It provides the total number of properties in each Tax Class
and their respective cumulative total assessment value. In 2020 there are a total of 11,884 residential
properties and 1,011 commercial properties within the City of Courtenay.

e Residential Assessment Average property value increase =3.91%
(Class 01) (from $435,6162015 t0 $452,6462020)

e Commercial Assessment Average property value increase =7.84%
(Class 06) (from $819,332201g to $883,5902020)

Tax Rates and Commercial Multiplier:

Once the total annual amount of property tax revenue is quantified, the cumulative residential assessment
value is used to calculate the Residential Class 01 tax rate. The Class 01 property tax rate is the anchor used
to quantify the value for all other Tax Classes.

The commercial multiplier is adjusted to proportionately distribute the tax revenue request of $25.224M
between the Residential Tax Class (01) and the Commercial Tax Class (06). It has been adjusted to provide
for an even distribution of the increase between the two Tax Classes as was done in 2019.

Table 1 illustrates how the shift in the multiplier will distribute the tax burden between the two classes.

Table #1:
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Awverage Assessment Change

2019 2020 % Muzlgit?ier

Class 1 - Residential

$ 435,616 $ 452,646 | 3.91%
Municipal General Tax $ Increase $ 6234 $ 54870$% 4754 Q8% 4025 '$ 3301 $ 2585
% change in tax lewy over 2019 4.72% 4.15% 3.60% 3.05% 2.50% 1.96%

Multiplier  Multiplier § Multiplier § Multiplier Multiplier  Multiplier

Class 6 - Commercial of 3.15 of 3.20 of 3.25 of 3.30 of 3.35 of 3.40

$ 819,332 $ 883,590 7.84%
Municipal General Tax $ Increase $ 18260 $ 271.14§ $ 358.70 §$ 44529 $ 531.09 $ 615.83
% change in tax lewy over 2019 2.19% 3.26% 4.31%, 5.35% 6.38% 7.40%

What this means to the Average Taxpayer
Based on the City’s suggested property tax rate increase, existing commercial rate multiplier and tax rate

structure, the following impacts have been calculated:

Residential Class

The property tax increase for an average Class 1 residential property, valued at $452,646, is estimated at
3.6% or $47.54 for the municipal portion of the tax notice. (See Attachment #1)

When the water, sewer, and solid waste user fees are applied to this property, the impact of City rates, fees
and property tax increases is $69.06 or an overall increase of 2.09%.

Increases for tax collections for other authorities are projected to be about $42 for 2020. These rates are
outside the control of City Council.

Commercial Class

The property tax increase for an average commercial property, valued at $883,590 is estimated at 4.31% or
$358.70 (See Attachment # 2).

It should be noted that Commercial Class 6 encompasses a wide range of businesses, with a wide range of
assessment valuations.

A reduction for tax collections for other authorities are projected to be about $(1,320) for 2020 with the
recent announcement to reduce school taxes for businesses by 50% in 2020 related to the COVID-19
pandemic. These rates are outside the control of City Council.

FINANCIAL IMPLICATIONS:

Council’s decision with respect to the commercial multiplier is the key factor when determining the
distribution of the property tax levy between property classes. If Council chooses to adjust the commercial
tax rate multiplier lower than 3.25, it results in a higher percentage increase to residential property owners.
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Table 2 provides a historical view of the commercial multiplier and tax load burden between the tax classes

since 2017.

Table # 2:

|

2017 2018 2019 2020
Class Descrip @2.7195 chng @3.03986 chng @3.35 chng @3.25 chng
% Tax Share % Tax Share % Tax Share % Tax Share

1 Residential 63.65 1.85 64.05 0.40 63.92 (0.13) 64.49 0.57
2 Utility 0.24 (0.03) 0.23 _(0.01) 0.24 0.01 0.25 0.01
4 Major Industry 0.00 0.00 0.00 0.00 0.00 - 0.00
5  Light Industry 0.38 0.00 0.34 (0.04) 0.34 0.00 0.37 0.03
6 Business 35.62 (1.82) 35.29 (0.33) 35.42 0.13 34.81 (0.61)
8  Rec/Non-Profit 0.08 0.00 0.07 (0.01) 0.06 (0.01) 0.06 0.00
9 Farm 0.03 0.00 0.02 (0.01) 0.02 0.00 0.02 0.00

Table 3 provides a comparison of the business class 6 municipal tax rate and multiplier for neighbouring
municipalities on Vancouver Island and BC for 2019. This information has been compiled using the BC
Government statistics for Local Governments in the province.

Table #3:
July 1,
2018 BC
STATS | Municipal

Population | Purposes

Estimates |Tax Rates

(Dec. 2018 | (Includes |Tax Class| % Total % Total

Municipalities Release) | Library) [ Multiples | Taxes Assess

Penticton 36,647 6.721 1.82 22 14
Port Alberni 18,803 | 14.0456 2.08 17 12
West Kelowna 34,883 | 7.33574 2.33 11 5
Kelowna 136,233 7.4507 2.36 26 14
Qualicum Beach 9,502 7.0326 2.42 9 4
Squamish 21,229 7.8613 2.63 24 12
Campbell River 35,141 | 12.5464 2.67 21 9
Duncan 5,241 | 10.2030 2.74 42 21
Parksville 13,323 9.6141 2.76 24 10
Cumberland 4,134 9.5744 2.93 18 8
Nanaimo 97,619 | 12.8942 3.03 29 12
Courtenay 27,533 | 10.7310 3.35 35 14
Saanich 122,245 12.1864 4,14 23 7
Comox 14,999 | 11.0931 4.38 17 5




Staff Report - April 6, 2020 Page 6 of 7
2019 Tax Rates Report

ADMINISTRATIVE IMPLICATIONS:

Subsequent to Council approval of the commercial tax rate multiple to be used in setting the 2020 property
tax rates, the property tax rates bylaw will be drafted and returned to Council for consideration following
adoption of the 2020-2024 Financial Plan. Both the financial plan and the tax rates bylaws must be adopted
no later than May 15, 2020.

ASSET MANAGEMENT IMPLICATIONS:

N/A

STRATEGIC PRIORITIES REFERENCE:

We focus on organizational and governance excellence

® Communicate appropriately with our community in all decisions we make

@ Responsibly provide services at levels which the people we serve are willing to pay

© AREA OF CONTROL: The policy, works and programming matters that fall within Council's jurisdictional authority to act
AREA OF INFLUENCE: Matters that fall within shared or agreed jurisdiction between Council and another government or party

B AREA OF CONCERN: Matters of interest that are outside Council's jurisdictional authority to act

OFFICIAL COMMUNITY PLAN REFERENCE:
N/A

REGIONAL GROWTH STRATEGY REFERENCE:
N/A

CITIZEN/PUBLIC ENGAGEMENT:

Staff will inform through adoption of policy based on the IAP2 Spectrum of Public Participation:
http://c.ymcdn.com/sites/www.iap2.org/resource/resmgr/imported/IAP2%20Spectrum vertical.pdfStaff

Increasing Level of Public Impact

Inform Consult Involve Collaborate Empower
. To provide the To obtain public To work directly To partner with To place final
Public public with feedback on with the public the public in each  decision-making
participation balanced and analysis, throughout aspect of the in the hands of
goal objective alternatives the process to decision including  the public.

information and/or decisions. ensure that public  the development

Lo assist them in concerns and of alternatives and

understanding the aspirations are the identification

problem, consistently of the preferred

alternatives, understood and solution.

opportunities considered.

and/or solutions



http://c.ymcdn.com/sites/www.iap2.org/resource/resmgr/imported/IAP2%20Spectrum_vertical.pdf
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OPTIONS:

OPTION 1: That for 2020 Council approve a Residential Tax Class rate of 3.0241 and a Commercial tax
rate multiplier of 3.25 in order to generate property tax revenues of $25.224M as identified
in the 2020 — 2024 Consolidated Financial Plan. RECOMMENDED

OPTION 2: That for 2020 Council approve an increase to the Commercial tax rate multiplier by .05 and
increase the multiplier to 3.40 for setting 2020 property tax rates.

OPTION 3: That for 2020 Council approve a reduction to the Commercial tax rate multiplier by .15 and

reduce the multiplier to 3.20 for setting the 2020 property tax rates.

OPTION 4: That the 2019 Commercial tax rate multiplier of 3.35 be used for setting the 2020 property
tax rates.

OPTION 5: That for 2020 the Commercial tax rate multiplier be set to an amount determined by Council.

Prepared by:
9.%%81—«

Jennifer Nelson, CPA, CGA
Director of Financial Services
Attachments:

#1. Comparison of Property Taxes and Utilities on an Average Residential Property
#2. Comparison of Property Taxes and Utilities on an Average Commercial Property



Attachment  #1

City of Courtenay

Comparison of Property Taxes and Utilities on an Average Residential Property

As at April 6, 2020 - Assume 3% increase to School, Hospital, BCAA, MFA

%

2020 2019 Difference =~ Change
A ol nformation Marcn 19,2020 - 45246 43sste 7030 391%
Property Taxes Calculation 2020 2019
General Muncipal Taxes
General Municipal & Debt Levy $ 1,368.85 1,321.31 47.54 3.60%
Frontage Taxes
Water Frontage (avg 21.83 metres) $ 12749 $ 127.49 -
Sewer Frontage (avg 21.83 meters) $ 22354 § 223.54 -
Subtotal Courtenay Municipal Taxes 1,719.87 $1,672.34 47.54 2.84%
Tax Collections for Other Authorities
School $730.10 $708.83 21.27 3.00%
Library $76.41 $74.10 2.31 3.12%
Regional District $359.94 $349.32 10.62 3.04%
Regional Hospital District $259.92 $252.35 7.57 3.00%
BC Assessment Authority $17.45 $16.95 0.51 3.00%
Municipal Finance Authority $0.09 $0.09 0.00 3.00%
Subtotal Other Authorities Taxes $1,443.92 $1,401.64 42.28 3.34%
Total Tax Levy $  3,163.79 $3,073.97 89.81 2.92%
Basic Home Owner Grant $ (770) $ (770)
Total Tax Payable net of Basic Grant $ 2,393.79 $2,303.97 89.81
Utilities - Single Family User
Water $ 506.05 $497.92 8.13 1.63%
Sewer $ 344.71 $340.38 4.33 1.27%
Solid Waste & Recycling $ 173.73 $164.67 9.06 5.50%
$ 1,024.49 $1,002.97 21.52 2.15%
Total Taxes & Utilities (net of Basic Grant) $ 3,418.28 $3,306.94 111.33 3.37%

Total City Only Increases 69.06 2.09%
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City of Courtenay

Attachment  #2

Comparison of Property Taxes on an Average Commercial Property

(As at April 6, 2020 - Assume 3% increase to School, Hospital, BCAA, MFA & Hospital
multiplier of 2.45 for CVRD (All outstanding at time of report) **50% reduction for
business school tax announced in 2020 due to COVID-19**

2020 2019
Average Assessment Value 883,590 819,332 7.84%
Commercial Multiplier 3.25 3.35
Property Taxes
%
General Muncipal Taxes Change
General Municipal & Debt Levy $ 8,684.10 8,325.40 358.70 4.31%
Frontage Taxes
Water Frontage (avg 21.83M) 12749 $ 127.49 -
Sewer Frontage (avg 21.83M) 22354 $ 223.54 -
Subtotal City Municipal Taxes 9,035.13 8,676.42 358.70 4.13%
Tax Collections for Other Authorities
School $ 1,561.24 3,031.53 (1,470.29)
Library $ 484.65 466.86 17.79
Regional District $ 2,035.44 1,939.93 95.51
Regional Hospital District $ 1,197.68 1,162.80 34.88
BC Assessment Authority $ 91.31 88.65 2.66
Municipal Finance Authority $ 0.42 0.41 0.01
Subtotal Other Authorities Taxes 5,370.74 6,690.17 (1,319.44)
Total Tax Levy 14,405.86 15,366.60 (960.73)

-6.25%
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