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CITY OF MERRITT
AGENDA

COMMITTEE OF THE WHOLE MEETING
COUNCIL CHAMBER, CITY HALL
THURSDAY, APRIL 15, 2010

AT 5:30 P.M.

1. PRESENT

2. CALL TO ORDER

3. BUDGET DELIBERATIONS
2010 TAX RATE 31 2010 Tax Rate Calculation; Financial Services Manager's April
CALCULATION 13, 2010 Memorandum

File: 1705
4, TERMINATION OF MEETING

Committee of the Whole Meeting Thursday, April 15, 2010



City of Merritt
e p o r Tax Rate Meeting,

April 15, 2010
To: J. Calenda, Interim Administrator File Number: 2050
From: Marlie Worrin, Financial Services Manager
Date: April 13, 2010

Subject: 2010 Tax Rate Calculation

Recommendation:
Council direction required.

Purpose:
To set the tax rates for 2010.

Policy:
N/A

Background:

Council must establish the rationale for the distribution of taxes amongst the various
taxation classes by creating objectives or creating a policy. Perhaps the easiest way is
to develop a formula that provides for each classification to contribute a certain
percentage of taxation from year to year. The impact of this type of policy shifts taxation
from one class to the other where the greatest increase in assessment results in lower
tax rates and higher tax rates for those with less growth. This type of policy is rigid and
would be similar to “capping” taxation. ltem “A. Same Percentage distribution as
2008” is an example of this type of policy. [See attached pages 1 & 2]

A second option would be to adjust classifications based on the new construction values
that happen throughout the year. BC Assessment identifies the value of assessments
that are not related to market growth such as new construction. If we initially remove
the value of “new” construction from the calculation then we are left with an assessment
that is equivalent to the previous year. The previous years percentages are then
applied to this remainder to determine the equivalent value as the previous year. This
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helps to level out the market changes to some degree. We then add back the revenue
generated by “new” construction to obtain the values for the current year. This method
attempts to deal with the swings caused by inflation or market swings while at the same
time recognizing “new” construction. ltem “B. Adjusting for new construction” is an
example of this approach. [See attached pages 3-5]

A third option is to evaluate the roll each year to consider:
¢ the growth in a classification
e the economic conditions of the day
s the ability to pay

Taking these issues into consideration, Council could make adjustments based on
these conditions. For example, we know that the forest industry does not have a good
outlook over the next few years and, therefore, Council could determine that they wish
to reduce dependence on the industrial class as a significant source of taxation and
determine that they wish to move the burden onto the residential (or some other) class.
Item “C. Adjusting for new construction and Major Industry Tax Policy” is an
example of this approach. [See attached pages 6 & 7]

The highlighted percentages in each scenario are shown for your comparison. During
the meeting, Item “C” can be adjusted if Council so chooses.

There are a few things to keep in mind while reviewing these scenarios. First of all, the
property classes, as established by Provincial legislation, are as follows:

Class

Residential
Utility

Major Industrial
Light Industrial
Business
Rec/Non-profit
Farm

C oMU N

Also, Class 2 Utility has a legislated rate cap of 40.0000. Therefore, any changes
Council may wish to make to Item “"C” must not affect that rate above the cap.

Lastly, there is a Major Industrial Tax Rate Policy and Procedure that Council must
follow. They are attached for your reference.

Council has consistently chosen to use the “C. Adjusting for new construction and Major
Industry” formuta over the last few years

Financial Implications:
Setting the tax rates determines what share of the tax burden will be applied to each
property class.

Budget — Operational Budget or Capital Expense:
N/A




Strategic Plan Reference:
N/A

Options — Explanations to Support Recommendation and other Options Available
Council direction required.

Respectfully submitted,
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