City of Port Moody

Bylaw No. 3402

A Bylaw to establish the budget for the 2023-2027 Five-Year Financial Plan.

The Council of the City of Port Moody enacts as follows:

1. Citation
1.1 This Bylaw may be cited as “City of Port Moody Financial Plan Bylaw, 2023,
No. 3402".
2. Repeal

21 City of Port Moody Financial Plan Bylaw, 2022, No. 3358 and all amendments
thereto are hereby repealed.

3.  Attachments and Schedules
3.1 The following schedules are attached to and form part of this Bylaw:
e Schedule A — Financial Plan, 2023; and
e Schedule B — 2023 Revenue Policy Disclosure — Policies and Objectives.
4.  Severability

4.1 If a portion of this Bylaw is found invalid by a court, it will be severed, and the
remainder of the Bylaw will remain in effect.

Read a first time this 25" day of April, 2023.
Read a second time this 25" day of April, 2023.
Read a third time this 25" day of April, 2023.

Adopted this __ day of , 2023.
M. Lahti S. Lam
Mayor Corporate Officer
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| hereby certify that the above is a true copy of Bylaw No. 3402 of the City of Port Moody.

S. Lam
Corporate Officer
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REVENUES

Taxation
Sales, Fees, and User Charges
Other Revenue

Development Levies

EXPENSES

Operating Expenses
SURPLUS/(DEFICIT)
NON-CASH ITEMS

Amortization

Cash Items

Capital Expenditures
Debt principal repayment

TRANSFERS FROM

Accumulated Surplus

Equip. Replace. Reserve Fund
Land Sales Reserve Fund

Off Road Parking Fund
Reserves/Funds

TRANSFERS TO

Equip. Replace. Reserve Fund
Reserves/Funds

TOTAL
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Schedule A to Bylaw No. 3402
Financial Plan, 2023

2023 2024 2025 2026 2027

$ 54,646,699 $ 58,164,384 $ 60,220,899 $ 62,447,235 $ 64,438,327
$ 23,968,505 $ 25,755,532 $ 27,579,516 $ 29,495,618 $ 31,848,140
$ 27,401,459 $ 10,118,910 $ 9,949,030 $ 9,444,975 $ 9,386,499
$ 1,857,496 $0 $0 $0 $0

$ 107,874,159 $ 94,038,826 $ 97,749,445 $ 101,387,828 $ 105,672,967

$(97,758,401) $(93,485,934) $(97,379,203)  $(101,923,532)  $(106,445,468)
$ 10,115,758 $ 552,892 $ 370,242 $(535,704) $(772,502)
$ 11,215,123 $ 12,336,637 $ 13,570,301 $ 14,927,334 $ 16,420,069
$ 11,215,123 $ 12,336,637 $ 13,570,301 $ 14,927,334 $ 16,420,069

$(59,428,855)
$(1,141,555)

$(12,804,000)
$(1,219,745)

$(10,327,100)
$(1,246,216)

$(9,350,700)
$(1,119,119)

$(8,766,400)
$(1,004,916)

$(60,570,410)

$(14,023,745)

$(11,573,316)

$(10,469,819)

$(9,771,316)

$ 12,353 $0 $0 $0 $0
$ 3,281,842 $ 816,041 $ 1,864,477 $ 2,703,587 $ 1,639,504
$ 141,597 $0 $0 $0 $0
$ 35,000 $0 $0 $0 $0
$ 61,249,013 $ 19,074,013 $ 15,078,845 $ 13,224,190 $ 13,340,298
$ 64,719,805 $ 19,890,054 $ 16,943,322 $ 15,927,777 $ 14,979,802
$(1,654,116) $(1,800,844) $(1,897,765) $(1,970,264) $(2,028,204)
$(23,826,161) $(16,954,994) $(17,412,784) $(17,879,323) $(18,827,850)
$(25,480,277) $(18,755,838) $(19,310,549) $(19,849,587) $(20,856,054)
$0 $0 $0 $0 $0
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Schedule B to Bylaw No. 3402
2023 Revenue Policy Disclosure — Policies and Objectives

Requirement: The proportion of total revenue proposed to come from each funding source

The City receives revenue from various funding sources. The greatest proportion of revenue
generated by the City is from property taxes. Property taxes are a stable and consistent
revenue source for many services, including protective, community, and transportation services
that would be complicated to fund on a user-pay basis. For this reason, property taxation will
continue to be the City’s major source of revenue.

The second largest revenue source is user fees and charges. User fees are applied to City
services such as water, sewer, garbage, and recycling as a means of fairly apportioning the
value of that service to those who use the service.

Council has been committed to developing a sustainable infrastructure replacement plan by
moving towards a pay-as-you-go strategy for infrastructure replacement. This is put into
practice through the process of transferring a portion of tax revenues to the Asset Reserve.
These funds are then set aside for use as capital funding in recognition that other more
historical capital revenue sources, such as land sales, are finite capital funding sources and are
not as available in the future.

Policy:
Council is committed to reducing taxation in favour of the following practices:

o fees and charges are reviewed annually to maximize the revenues from services and
also to ensure that they are in line with the market rates for similar services or programs;

e costs for services can be recovered from general taxation or charged specifically to the
users of the services. Council recognizes that costs of some services could be more
fairly recovered from user fees than property taxes. Council has considered, where
feasible, to shift the cost burden of municipal services from property taxes to user fees.
However, with respect to user fees, Council has concerns that the overall interests of the
community are not always best served. Savings transferred from taxpayers by shifting
costs to users also shift a financial burden to some service users that cannot absorb the
shifts reducing equal access to services;

e senior government and other agency grant opportunities are applied for and leveraged
wherever possible as an external source of revenue to supplement scarce capital and
operating property taxation revenues. However, Council will pursue federal and
provincial funds and other grant opportunities only after assessing their full-cost
implications. The City’s Long-Term Strategic Financial Framework, a document
designed to steer the City towards financial sustainability, states that the City will not rely
on grant funding and will only pursue grants that align with established community
priorities;
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¢ when certain and applicable City land parcels have been identified for development,
leasing opportunities rather than straight land sales are a consideration as ownership of
City land inventories can be retained while still generating ongoing and sustainable
lease, tax, and utility revenue streams, thereby reducing property taxation. Alternatively,
the City could maintain those City land inventories through land swaps or land sales and
repurchase of other strategic land parcels, when contemplating land development
opportunities of City lands; and

o wherever possible, the City maximizes development opportunities to provide community
amenities. Also, new developments generally should fund new increased infrastructure
requirements.

Objective:
The 2023 Financial Plan includes the following distribution of revenue:

Table 1: Proportions of Total Revenue

Revenue Source % Total Revenue
Municipal Taxation 50.7%
Fees and Charges 24.7%
External Grants 10.0%
Government Contributions 8.8%
Investment Revenue 0.8%
Payment in Lieu of Taxes 1.6%
Other 3.4%
TOTAL 100.0%

Requirement: The distribution of property taxes among the property classes

The City has delineated six property tax classes within the City, with separate rates levying
taxes to six different types of property. Class 4 Major Industry has three rates, two of which are
set by the Province to cap certain port properties to encourage new investments in those
properties. The City’s tax rate ratios are relatively consistent over the years except for classes
where external forces, such as provincial capping and assessment calculation practices, are
mandated by the Province.

Table 2 provides the distribution of property tax revenue among the property classes. Table 3
provides the comparison of the mill rates among the property taxes.
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Table 2: Distribution of property tax revenue among the property classes (2023)

Property Class % Property Tax
Residential (1) 67.22%
Utilities (2) 0.32%
Supportive Housing (3) 0.00%
Major Industry — Other (4) 12.89%
Major Industry — Ports (4) 2.30%
Major Industry — Ports (New Investments) (4) 1.16%
Light Industry (5) 1.65%
Business (6) 14.36%
Managed Forest Land (7) 0.00%
Recreation (8) 0.09%
Farm (9) 0.00%
TOTAL 100.00%

Table 3: Distribution of property tax mill rates (2023)

Property Class Ratio
Residential (1) 1.00:1
Utilities (2) 16.38:1
Major Industry — Other (4) 17.01:1
Major Industry — Ports (4) 12.34:1
Major Industry — Ports (New Investments) (4) 10.10:1
Light Industry (5) 3.88:1
Business (6) 1.98:1
Recreation (8) 0.85:1

Policy:

Taxation versus Services Consumed

Property taxation is an ad valorem tax system, which means that taxes are based on the
assessed value of real property (land and improvements). Therefore, the City does not relate
the amount of the tax levied on each individual property with the amount of service the City
provides each property. Similarly, the City does not levy its taxes based on the number of
occupants in a household using services as taxes are not user fees. Further to this, Council
commits to ongoing reviews with the objective of establishing a tax policy that best distributes
property taxes among the property classes.

Tax Class Capping

Council is concerned with the distribution of property taxes for classes where provincial capping
has been legislated. Provincial tax rate capping can affect the equity of the allocation due to the
capping being only applied to certain properties within the class:

e the Ports Property Tax Act — 2004 restricts the municipal tax rates to $27.50 per $1,000
of assessment value. Eligible new construction relating to port properties is taxed at
$22.50 per $1,000 of assessment value. The Province provides an annual grant to the
City to assist in offsetting the cap, but since the grant is indexed to inflation and the tax
increase may be higher, other taxpayers within the class are allocated the variance;
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e Class 2 Utilities with respect to the Local Government Act 329/96 is capped at the
greater of $40 or 3.28 times Class 6 Business/Other; and

o Bill 42 (Bill 42 — 2018 Assessment Amendment Act, 2018) has a significant impact on
the City’s autonomy over property taxation. The introduction of Bill 42 held a certain
property valuation to current use rather than the highest and best use as is the case for
all other properties. The restriction on this property resulted in all other properties
paying more tax to compensate for this reduction in property value.

Allocating the Tax Burden

After the provincial restrictions or capping of tax rates are met, the tax rates for the remaining
classes are established by adding the Council approved tax increase to distribute the tax burden
as equitably as possible across all tax classes, using a fixed share approach. Port Moody
reviews its tax rates and the revenue derived from the different property tax classes periodically,
and strives to keep the tax rates comparable to neighbouring jurisdictions. As mentioned,
Council’s policy is to allocate the tax increase equitably to each of the different tax classes
recognizing that all tax classes have their own financial challenges.

The impact to tax rates can appear inequitable in some classes even though the tax dollars paid
rise more equitably. The reason some tax rates rise more while other tax rates remain more
constant is due to the fact that the assessed values, on which the tax rates are based to
generate the required revenues, can move in different directions by class as well. When
assessed values move in opposite directions for certain classes, the tax rates also need to
move in step to keep the tax dollars paid equitable. Over time, tax rates moving in opposite
directions to adjust for assessed values moving in opposite directions create significant
variances in the tax rates between the classes. The only equity Council can achieve, without
purposely directing tax shifts, is to try to keep the percentage increases to the tax dollars paid
as equitable as possible.

Objective:

The 2023 Financial Plan includes minor changes in the distribution of property taxes among the
property classes. Council’s informal policy is to spread the tax burden equitably to each
taxpayer in each class.

Requirement: The use of permissive and revitalization tax exemptions
Section 224 of the Community Charter provides Council with the authority to grant permissive
property tax exemptions on land or improvements.

In 2022, Council approved the list of permissive tax exemptions granted for the 2023 taxation
year and the estimated amount of tax revenue foregone. The list demonstrates the policy of
Council that permissive exemptions are granted to not-for-profit institutions, including religious,
historical, and cultural institutions that form a valuable part of our community.
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The City provided 2023 permissive tax exemptions to:

e Mennonite Church;

e Catholic Church;

e United Church;

¢ Anglican Church;

o Port Moody Ecological Society;

e Port Moody Heritage Society;

o Port Moody Arts Centre Society;

e Port Moody Senior Housing Society;

e Community Ventures Society;

o City of Port Moody;

e Association of Neighbourhood Houses of BC DBA Sasamat Outdoor Centre;

o Port Moody (Pacific #119) Branch of the Royal Canadian Legion;

e Catalyst Community Developments Society and St. Andrews Port Moody Housing
Society;

¢ Kinsight; and

¢ House of Omeed.

In accordance with the Community Charter, notice to adopt the bylaws must be published, and
the bylaws adopted by October 315t of each year.

Civic tax revenue foregone as a result of the permissive tax exemptions for charitable
organizations is estimated to be $184,736 for 2023. Per section 227 of the Community Charter,
notice of this exemption was given to the public. Per section 98(2) of the Community Charter,
this amount of foregone revenue will be disclosed in the City of Port Moody 2023 Annual
Report.

Policy:

Permissive Tax Exemptions

Council is committed to the continued support of local organizations for permissive tax
exemptions since the organizations provide value to the community that, in Council’s view,
should be supported by taxpayers.

Revitalization Tax Exemptions

Section 226 of the Community Charter provides Council with the authority to grant revitalization
property tax exemptions on land or improvements to encourage revitalizations within the
municipality. The City has not entered into any Heritage Revitalization agreements that pertain
to the 2023 taxation year.

Objective:
Each year, Council will examine its permissive tax exemption policy to determine if it should be
expanded.
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