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I BACKGROUND

On April 7, 1989 the then Mnister of Minicipal and Community
Affairs, the Honorabl e CGordon wray, tabled in the Legislative
Assenbly a Discussion Paper on Fipancing Municipal Cover nment,
out | i ni'ng proposed approaches for capital and operations and
mai nt enance funding for nunicipalities and seeking input on these
proposed approaches. The bDiscussion Paper represented the
cul mMmnation of work by the Department to devel op policies for
capi t al and operations and maintenance funding to |ocal

gover nment s. Proposal s for capital assistance policy were built
upon the Capital Assistance to Local CGovernnments Policy approved
in principle by the Governnent of the Northwest Territories Cabinet
on February 10, 1987. Proposals for discussion regarding nunicipa

o&M funding were built upon work carried out by a Departnent Review
Committee established in 1985 under the direction of the Mnister.

Shortly after release of the Discussion Paper on Financing
Municipal GCovernment the Northwest Territories Association of
Municipalities and the Mnister established a joint commttee of
Departnment and Association representatives to undertake formal
review of the Discussion Paper. This Joint Committee on Minicipa

Fi nancing was co-chaired by the Departnent of Minicipal and
Community Affairs and the Northwest Territories Association of
Minicipalities. Terms of reference for the committee called for
four representatives to be appointed by the Association and four
representatives to be appointed fromthe Departnent. Separate task
groups, the o&M Policy Task G oup and Capital Policy Task G oup,

were established, with representation from each party, to carry out
research and provide recomendations to the Joint Commttee.

bj ectives and a work plan were established for each Task G oup and
approved by the Joint Commttee.

The Joint Conmittee has net five tinmes since April, 1989 to review

reports prepared for it by the Task G oups, make deci sions on

Efconnendations and provide further direction for work by the Task
oups.

This final report of the Joint Comrittee represents the results of
the work of the commttee and its Task G oups.
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‘I ORGANIZATION OF THE REPORT
The report 4is organized in three parts:
1. Summary Report,

2. Revi ew of Muni ci pal Qper at i ons and  Mai nt enance
Uncondi ti onal Punding, and

3. Revi ew of Municipal Capital Assistance Policy.

The Summary Report(frovides an overview of the nmjor considerations
of parts tw and three of the report and summarizes the
recommendations nmade by the Joint Conmittee. Parts two and three
of the report present the detailed reviews conpleted by the o&M and
Capital Task G oups respectively, as anmended and approved by the
Joint Conmittee. Each of these parts of the report is presented
separately, with its own cover page and table of contents.

Il PHILOSOPHY AND GUIDING PRINCIPLES

The Joint Committee established the necessity for consistency in
phi | osophy and guiding principles for policies of capital and
operations and maintenance assistance.

It was established that the devel opment of policy for nunicipal
fundi ng should be based on a philosophy of partnership with |ocal
government in the Northwest Territories and recognize:
that residents should receive certain public services from
muni ci pal 8§vernnﬁnts:
that the vernment of the Northwest Territories is a
financing partner;
that local authority, responsibility and accountability
shoul d be maxi m zed,;
that financial assistance should vary based on the ability
of local governments to raise revenues; and .
that financial assistance shoul dbe consistent and rational.

Based on this philosophy, the Joint Conmittee confirnmed the
fol l owi ng guiding principles for nunicipal funding policy:
sinplicity ;
consi st ency;
certainty;
enhancenent ofl ocal authority;
sensitivity to fiscal constraints of both the Governnent of
the Northwest Territories and municipal governnents;
recognition of varying costs;
pronotion of efficiency and effectiveness;
requi rement for a mninumlevel of services;
encour agenent of |ocal revenue generation; and
recognition of ability to contribute.
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The capital Task G oup noted an additional principle in the Capita
Assi stance to Local Governnents Policy:

there shoul d be nmechanisns and controls to ensure conpliance
by all parties.

Throughout the review of options for nunicipal financing the Joint
commttee continued to refer to these guiding principles and to
assess consistency wth these principles.

IV ASSUMPTI

It was necessary to identify several basic assunptions for the work
of the Commttee:

the need for financial assistance is real;

exi sting funding nodels are not necessarily correct;

the funding pool is fixed for the purpose of calculating
fundi ng nodel s:

fairness and equity are subjective criteria; and

o&M and Capital are interrel ated.

Wiile it wasagreed that it was necessary to assume the funding
pool is fixed for the purpose of calculating and assessing optional
funding nodels, there Is a concern that the Departnent has
insufficient information to determ ne whether or not the total of
money avail abl e under the present funding schemes is really enough
to assist comunities to deliver basic levels of service in al
areas of nunicipal jurisdiction. It was recognized that further
negoti ati ons would be necessary between the Governnment of the
Northwest Territories and municipalities if it was felt that the
size of the funding pool for local governnents is insufficient.

Vv QPFRATI ONS AND MAINTENANCE FUNDI NG FOR HAMLETS

The Task Goup identified the specific issu?s relathg to curreﬁé
funding policies, programs and formulae, !ncluding thoSe describe

in the Discussion Paper on Financing Municipal Governnent.  These
i ssues provided a focus and delineated the scope of work to be

under t aken. A review of what is done in the provinces and Yukon
was al so undertaken.

In addressing the issues identified, various formula options were
revi ewed. he Task Group al so explored the case of hanlets as
nuni ci pal taxing authorities including: Criteria for establishing
taxing authorities; funding fornul"ae to distribute resources
available;: the funding pool and its size; and options for
collecting and retaining taxes. Added to these tasks was a review
of the issues surrounding school taxes as Iher bear on nuni ci pa
fi nanci ng. Exploring the idea of a Capital Cty Concept for
Yellowknife al so forned part of the task.
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At the outset, the Task G oup addressed anunber of specific issues

resultin
f undi ng

1o

in some recommended changes to key elenents of the Hamlet
rmul a options.

These specific issues included:
Northern Cost | ndex
Fi nancing Minicipal Uilities
Cedit Units _
Speci al Funding Circunstances
Certainty of Funding
Popul ati on/ Dwnel I'i ng
Equal i zed Assessnent

(a)

Northern Cost | ndex

It is clear that having a northern cost index
incorporated in a hanmlet funding formula will establish
greater fairness when funds are distributed by ensuring
comunities who face higher costs receive greater
assi stance.

The Task Goup reviewed a variety of cost indices and
arrived at a sanple Northern Cost |ndex using a blend of
four existing indices. Although only a sanple, the Joint
Committee agreed the N.C.I. was reasonably reflective of
the ‘cost of doing business®™ and is based on valid
representative factors of cost.

The Joint Committee recommended further work on
devel opment of a Government of the Northwest Territories
recogni zed Northern Cost |ndex.

Financing Municipal UWUilities

The Task Goup determned that while the proposed fornula
in the _Discussion Paper on Financing Municipal Governnent
addr esses several important issues respecting hamlet
funding for utilities, it fails to address other equally
significant issues. A review of various fornul ae was
undertaken and new ham et funding formulae for fuel and
power devel oped.

The fornmula for fuel incorporates four factors:

- the base, which is a consunption figure based on a
specific building type constructed to specific
st andards;

- degree-days, which is a comunity specific measurenent
reflective of climatic conditions;
fuel cost , which is community specific; and
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- retrofit factor which reflects the st anpdar
construction of a specific building relative t

standard established for the base factor.

of
g t he

The formula for power incorporates three factors:
the base, which is a consumption figure based on a
specific Dbuilding type constructed to specific

st andar ds; _ _ _ o
power gogt, which is comunity specific; and
retrofit factor, which reflects the standard of

construction of a specific building relative to the
standard established for the base factor.

The major new feature of these fornmulae is the retrofit
factor. This factor recognizes that many nunici pal
bui | di ngs do not neet the standards of energy efficiency
of buildings being constructed today. Al though the
funding fornulae are essentially based on current (energ¥
efficient) construction standards of the Government o

the Northwest Territories, the retrofit factor recognizes
that buildings not constructed to this standard cost nore
to operate and should be funded for additional energy
costs .

The Commttee agreed to a series of recommendations
respecting inplenentation of the retrofit factor.

(0) Punding 8special Circunstances

Muni ci pal and Community Affairs currently provides funds
for a nunber of special circunstances, Which are
identified in detail in the o&M Report. These speci al
funds should not be considered a part of the hamets’
uncondi tional funding pool as the circunmstances are
community specific and not of an on-going nature.

However, the Committee did agree to reconmmend
consideration of a supplementary contribution to
communi ti es who contract out services, commensurate with
their costs which can be attributed to capital
infrastructure Muinicipal and Community Affairs would
otherwi se provide if the community provided the service
t hensel ves.

(d) Certainty of Funding

The Comm ttee considered options for addressing the
guiding principle of certainty. The nost rational and
consi stent approach seens to be to index nunicipal
funding to the Fornula Financing Agreements between the
Governnent of the Northwest Territories and the
Gover nment of Canada. The Conmittee recommends this
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option for further study to determine the financial
implications for both the Government of the Northwest
Territories and muni ci palities.

VI O&M FORMULAE FOR HAMLETO

The Task Goup exami ned or developed a series offornulae for non-
taxing authorities. | n exam ni ng these formulae it was assuned
ham ets would continue to be funded from a pool of funds
specifically for themand that the funding pool was fixed at its
current |level, see earlier discussion under ‘BasicC Assumptions". .

Fromthis wide ranging exploration, the Joint Conmttee focused on
detailed analysis of four funding nodels:
- current funding nodel; _ _
- Fundinglfornula as per Discusgion Paper on Financing
Municipal Government:
- Percentage Apportionment fornula; and
- Credit Units formul a.

Details of this analysis can be found in the Report. The Conmittee
a?reed to the adoption of the credit units formula for the purpose
of distributing unconditional o&M support funding for all non-
taxing authorities. The Committee feels that the proposed fornula
(see follomﬁn? Table) is’ a better reflection of the funding
requi renents of hanlets.

However, the fornmula itself does not adequately address the
equitable distribution of funds when the funding pool is fixed.
Therefore, the Joint Conmttee adopted the concept of credit units
rather than using actual dollars in the formla. Using credit
units to distribute the funding pool allows for an easier
cal cul ation of each hamlet's share and ensures all hamets are
proportionately effected by either increases ordecreases to the
funding pool. ~ Having determined a hamet’'s total credit units,
the actual dollar amount is calculated by determning the hamet’s
percentage of the total of all hamets’ “credit unitsS and applying

that percentage to the total pool of funds available to all
hanl et s.
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CREDIT UNITS FORMULA TABLERE

Proposed (perati ons and Maintenance Funding Pormula for Hanlets

Uncondi tional Funding

Gener al _ St af f
Gover nment  Servi ces

Per Capita
O her
General Works St af f

Protective Services Staff

88, 000 + sax.380

10 x population x .80 x Nex
42,000 x.80 xNc1

(60,000 + 1 SA) x.80

Popul ati on

701-1500: 50,000 + 1 SA

351-700 : 25,000 + .80
100-350 : 12,000 + .25 SA

Per Capita 2.60 x population x NC
O her 11,000 x popul ation x NcI
Transportation St af f 701-1500: 146,000 + 2.5 SA
351-700 : 87,000 + 1.5 SA
100-350 : 38,000 + .5 SA
O her 4.45 x NcI x metres of road

(non-water/sewage and garbage roads)

Bui | di ng Mui ntenance
-Garage/firehal 1
-Ofices
-Janitorial
- Resi dent i al

Recreational Facilities Mintenance

a) Support/Ancillary Areas

b) Program Space
- G/m
- Hal |
- Qut door Arena
-Recreational Arena
-Competition Arena
-CQurling R nk
- Above G ound Pool
- Pl ay?round
-Playrield

21.00 per square netre Xx NCI
15.00 per square netre X NCI
5.00 per square netre X NCI
23.00 per square netre x NC

All Facilities - 20 per square
nmetre X NCI

20 per square netre x NCI

20 per square netre x NC

1 per square nmetre x NCl

5 per square netre x NC

5 per square nmetre x NC

5 per square metre X NCI
;:)er square nmetre x NC

100 eligible playground x NC

250/ el i gi bl e playfield x NCI

FEBRUARY, 1990



Uilities See text, (gage 16 of

o&M Task G oup Report
M scel | aneous 135 per culvert x NC

195 per streetlight x NCI
Land Administration per capita - $10 x population x NC
Communi ty Pl anning communities wth a comunity

| and zonin? by-1 aw
$10 x population x NcI

Recreation per capita population x NCI

for the first 200-500 20 x popul ation x NCI
for the next 501- 1000 10 x popul ation x NcI
for the next 1000-2000 5 x popul ation x NC

over 2000 3 x population x NcI

Staff - funding for staff includes salary, recruiting/hiring
costs , employer’s share of enployee benefits, and "housing
al | owance.

SA - Settlenent Allowance, provided at GNW rates.

As a result of communities being able to charge at |east 15%
of General CGovernment Services to the Water and Sewage subsidy
Program which is then fully recoverable through user feé
charges. Simlarly, a further 5% woul d al so be recoverable
t hrough charges for garbage services.

NCI - Northern Community Index, @ cost indicator used to
reflect higher cost of providing services in sone comunities.

Garage and other support building space for water, sewage and
garbage service operations would not be eligible for fundi’ng
under this fornula. The costs associated wth this space
woul d be recovered through the service rates for water/sewage
or garbage service and the associated G\W subsidy program

It is proposed that a mninmum of $5,000 of recreation per
capita funding would be provided to each conmmunity.

It is proposed that equivalent capital cost be included.
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The Task Group undertook its analysis of various funding formulae
for tax based nmunicipalities based on the assunption that there is
a need for financial assistance for tax based nunicipalities and
that an equalization fornula should be the basis for distribution
of funds. A rational for using an equalization formula was
devel oped, although it should be noted not all menbers of the Task
G oup agreed with the basic prem se that an equalization fornula
was necessarily the best approach for distributing funds.

The existing fornula was assessed against the guiding principles
established for financing policies and it was concluded that it was
not suitable because it did not neet the principles of consistency,
certainty, adherence to fiscal constraints, recognition of varying
costs , pronotion of efficiency and effectiveness and requirement
for a mninum level of service.

The Task Goup turned its attention to the anended version of the
formula as presented in the Discussion Paper_on Financing Minjcipal
Governgent., JThis fornmula is nmerely the existing fornula with a
m nor modification to address the issue of having a fixed funding
pool . While the formula distributes the actual funds avail able,

it does not neet the other principles the existing fornula was
found to I|ack.

The Task Group | ooked at a formula which was based on adLusted

expendi tures rather than actual expenditures. Al thougnh this
formul a adheres to the principles of fiscal constraints and
consistency, it has a nunber of shortcom ngs in achieving the

gui ding principles.

A per capita fornula was explored with unsatisfactory results, and
several other alternatives were devel oped and explored in an
attenpt to manipulate the factors of equalized assessnent, dwelling
units and nunici pal expenditures to reflect the cost to provite
service, the size of infrastructure and the ability to raise
revenue.

The Task Group settled on a Mdified Equalization Formula (Model
B) as that formula with nost potential.

The formula is; A =B x C

G=PX A
AA
wher e: B=____ Municipal Dwelling Units

I ndi vidual Minicipal Equalized Assessment
Northern Cost |ndex

o
1
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AA = Total of A for all communities

Total Unconditional ogM Grant pool

e |
]

Equal i zation Grant for Community A

This formula achieves many of the guiding principles, however, it
does not properly reflect the size of community and consequent
operating costs. = On the basis of concerns raised by Task G oup
menbers about this fornula, the Joint Commttee debated the basic
assunption that financial assistance should be provided as an
equal i zation grant and whether alternate SUpport assistance nodel s
needed to be explored. It was agreed a Supplenmentary Report shoul d
be prepared on other alternatives for funding tax based
muni ci palities. This Supplenentary Report is attached to the O&M
report in part two of this docunent.

| n undertaking this supplenentary review, the Task G oup sought
i ndependent conment from Dr. Sancton, a recognized nunicipal
hi storian and academc. The Task Group, having reviewed the
i ndependent assessnent of Dr. sancton, agreed that the Mdified
Equal i zation Fornula Mddel B nmay be flawed. Limted by tine, the
Task G oup recomrended additional study to determ ne the adequacy
of the recommended formula and other formulae in recognizing
comunity size and consequent comunity operating costs.

The Joint Conmttee agreed to present a recommendation for further
study of fornulae to distribute funds to tax based nunicipalities.

VIT| VARIATION IN APPLYING FORMULA MODELS

In the process of exam ning the aforenmenti oned nodels for non-
taxing authorities and tax based nunicipalities, a nunber of
experiments in their application were applied to tax based
municipalities and experinmentation was undertaken to determne if
one nodel could be used for both non-taxing authorities and ‘tax
based municipalities.

No satisfactory results were achieved with this experinmentation and
the Joint Commttee agreed that non-taxing authorities and tax
based municipalities should continue to be treated separately wth
separate funding formula.

IX  TAXING AUTHORITIES

The Joint Commttee felt that making provision for hamets to raise
and keep their own property tax noney was one of the nost desirable
directions identified in fhe Mnister’'s paper. It is also one of
the nmost difficult, with a nunber of issues to be resol ved.
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It was felt sone criteria should be established for hamets or
charter communities to becone nunicipal taxing authorities
Various criteria were considered but because of the significant
di fferent-between comunities which mght become municipal taxing
authorities it was concluded that each application should be dealt
with on a case-by-case basis. Factors which should be taken into
account include: taxable assessnent; ability of tax payers to pay;
ratio of taxes collected to total revenue: and, the sophistication
of bookkeeping, accounting and nanagenent capabilities.

A nunber of options were examned for handling the property taxes
col lected by new nunicipal taxing authorities. It was concluded
that this examnation had to be related to a discussion of a
transition stage for new nunicipal taxing authorities in
recognition that it would not work well to automatically group new
muni ci pal taxing authorities wth established TtaX ased
muni ci palities under an equalization grant formula.

It was agreed new nunicipal taxing authorities should continue to
be funded through the proposed Credit Units Formula for hamets
until such time as their revenue generating ability allowed them
equi table funding through the tax based equalization grant.

Specific criteria need to be devel oped by the Departnent of

Muni ci pal and Community Affairs to determne the point at which
muni ci pal taxing authorities would be funded under the equalization
fornul a. Wil e being funded by the Credit Units Fornula, new
muni ci pal taxing authorities would be allowed to retain all their
t axes includin% their Gants-In-Lieu of Property Taxes which,

however, woul d be deducted fromtheir unconditional o&M grant. The
spending of tax revenue would be restricted to new capital

acqui sitions (interest and/or principal).

Several advantages are seen in the above approach. Minicipalities
wi ||l have the opportunity to acquire capital items in advance of
when the Government of the Northwest Territories mght be able to
include themin its Main Estimates. Wiere these capital purchases
are financed by debenture, the municipality would pay the interest
fromtax revenue until the Governnent of the Northwest Territories
has the noney voted for the purchase, at which tine the Governnent
of the Northwest Territories would pay off the principal.
Minicipalities, wth their tax revenue, Wl also be better
positioned to contribute their share of mmjor capital project costs
or to make direct purchases for priority capital itens. For the
Governnment ofthe Northwest Territories this approach wll ease
demands on their capital funding, offsetting the loss of tax
revenue.

When nunicipal taxing authorities reach the point they are funded
t hrough the equalization fornmula they would be allowed to retain
all their taxes including their Gants-In-Lieu wwth no offsetting
reduction for their Gants-In-Lieu nor any restriction on their
expendi ture of tax revenue.
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Uﬁon reaching the point where a taxing authority is funded through
t

e equalization fornula, the total ampunt of its unconditional C&M
support grant of the previous year woul d becone a part of the
fundi ng pool for equalization payments.

A further incentive to becom ng a taxing authority was presented
t hrough the work of the Capital Task G oup, see part three of
Report . It is recommended by the Capital Task G oup that on
muni ci pal taxing authorities would be eligible to access Bl oc
Capital funding, which provides a comunity the authority to
determne its own priorities for capital project expenditures.

p 4 PROPERTY TAXES FOR SCHOOL PURPOSES

The Task G oup undertook sone analysis of this area, which is
primarily of concern to two nunicipalities:  Norman Wlls and
Yellowknife. Norman Wells pays an extrenely high amount of tax to
t he Governnment of the Northwest Territories for school purposes.
| n Yellowknife, the concern was for the grow ng cost of education
in the City and the disproportionately hi gh contribution that
taxpayers in vYellowknife make toward the cost of education. The
Joint Commttee reviewed the Task Group's reconnendati ons for
dramati c changes in the way that education services are funded in
the Northwest Territories, but concluded that the changes proposed
were too extrene. This is an area which requires further
nmonitoring, particularly as D visional Boards of Education are
established across the Northwest Territories. As such, the issue
of property taxes for school purposes is sonething that the Joint
Conmttee feels requires a detailed exam nation. The Joi nt
Committee recommends that a Governnent of the Northwest Territories
Committee look into the nmatter, and that the Northwest Territories
Associ ation of Minicipalities ‘be kept involved and informed.

XIXI THE CAPITAL CITY CO\NCEPT .

The Joint Commttee directed that a review of the capital city
concept be undertaken to determne if such an option was realistic
and based on sound principles. Several exanples of separate
treatment for capital cities were reviewed. The only true capital
city concept is the National Capital Comm ssion governing the
Federal Capital, Otawa. Due to their size in relation to other
nmunicipalities in their province, several capitals are legally and
financially treated differently; Wnnipeg has the Wnnipeg Act and
Charlottetown a charter. Vancouver also has its own Charter.

The Task Goup did identify a nunber of separate considerations for
Yellowknife, including its relative size, however, it considered
a capital city concept was premature and required consi derabl e
further study.

12 FEBRUARY, 1990



X111 CAPITAL AUTHORITY PROVISIONS

The Joint committee felt that the provisions for communities to
assume authority for capital prograns or projects was one of the

nost desirable features of the capital policy outlined in the
: . Municipal G .

The policy provides for three kinds of authority agreenents:

Program Authority Agreenents; Full Project Authority Agreenents

and Partial Project Authority Agreenents. The Joint Committee
supports these authority agreenents as a central feature of the
Muni ci pal Capital Assistance Policy that provides significant
opportunity for local governnents to assune responsibility,

exercise authority and establish accountability to their residents.
Authority agreenents are viewed as a |eadi ng exanple of the
Governnent of the Northwest Territories® commitment to their
priority for comunity self-governnent.

The Joint Commttee noted that the provision for Program Authority
has not been inplenmented by the Departnent because the existin
policy has been approved by Cabinet in principle only, an
recommends this provision be given priority for inplementation.

XIV CAPITAL PROGRAM ENTITLEMENTS

A major feature of the capital policy is the distinction between
basic municipal capital requirenents and additional municipal
capital projects as the basis for funding nunicipalities ToOr
capital projects. The Joint Conmttee agrees in principle that
this distinction is valid for the purpose of funding but is not
satisfied that the distinction of the “basic” and "additional"
classifications is sufficiently clear as to assist_comunities to
determne their capital Eroject entitlements. The Task Graup
attenpted to clarify what kinds of projects may fall into these two
categories. | n many cases, whether a project was “basic” or
“additional "was unclear. This area was further clouded ?y the ad-
hoc nature of capital project funding to nunicipalities by
Governnent of the Northwest Territories Departnments other than
Muni ci pal and Community Affairs.

The Joint Comm ttee recomrends a conprehensive revjew of NUn%fipa
and community Affairs’ capital prograns and standards'to
di stingui sh those prograns, or conponents of prog{ams, whi ch are
basi ¢ standards and those which are additional. her = Gover nment
of the Northwest Territories Departnents should also be encouraged .
to develop their program standards along these lines. This review
will be done in consultation wth the Northwest Territories
Associ ation of Minicipalities.
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XV  DETERMINING ABILITY TO CONTRIBUTE

The Joint Conmttee agreed to the principle of capital funding,
that being that all municipalities should nake sone contribution
to the nunicipal capital projects being undertaken in the
muni ci pality. =~ The anmount of the contribution would be determ ned
by formula,” with the rule being that the nore a nunicipality can
contribute, the nore it should contri bute. Al l Nort hwest
Territories municipalities would be grouped into a three category
grid: those with a denonstrated ability to contribute; those wth
a potential ability to contribute: and those with the least ability
to contribute. The Joint Conmttee also decided that ‘ability to
contribute” would be used in determining eligibility for Block
Capi tal Funding, with those nunicipalities which were classed as
havi ng denonstrated an ability to contribute and which were
muni ci pal taxing authorities eligible to receive Block Capital
funding in the initial three year review period.

A thorough exani nation was undertaken of criteria for groupin
municipalities into categories of ability to contribute. Eac
option and its relative weighings rai sed new consi derations, but
arter reviemﬁn? t he advant ages and di sadvantages of each the Joint
Commttee settled on the follow ng fornula:

Average Private Household Total |ncome (20% Wi ght i ng)
Assessed Value of Industrial, Commercial (70% Vei ghting)
and Residential Property, mnus Northwest

Territories Housing Corporation Units

Wor ki ng Age Popul ation (10% Wi ghti ng)

XVl BLOCK CAP| TAL FUNDING TO MUNIGIPALITIES

Bl ock funding for capital projects was of particular interest-to
representatives of the Association of Minicipalities and the
Capital Task Goup reviewed the funding arrangements used by
provinces and the Yukon, wth particular attention to the Bl ock
Capital funding system used by the Yukon Governnent.

Under the Yukon system nunicipalities are given an allocation for
their capital needs and nust plan accordingly. Mney can be saved
gpb spent, used to supplenment borrowed funds or used to repay
ents.

The Task Goup consider the Yukon nodel to have nerit. The Yukon
sKsten1proy| es nmunicipalities a degree of certainty of funding
t hrough |egislation which sets the funding POOl at one percent (1%
of the total nmunicipal assessnent o all  municipalities.
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Distribution of the fundsis determined by a two part fornula: a
base grant based on the nunicipal status of each municipality
(city, town or village); and, an assessment grant based on the
percentage of that municipality's assessment to the total
assessment of all nunicipalities.  The only apparent flawin this
formula is that those comunities with the Vargest total assessnent
receive the largest assessment grant allow ng nore capital projects
to be constructed which, in turn, further add to the assessnent
base: a case of ‘the rich getting richer". Yukon Gover nnment
officials have recogni zed this problemw th the distribution
formula and have introduced |egislative amendnents to place a cap
on the funds provided to the City of Witehorse.

The Joint Commttee reviewed the various positions and concerns
with Capital Block funding and agreed it should be exam ned
further. A review of the manner by which the “block"could be
determned led to the favoured recommendation that the anount of
the fundi ng pool be determ ned bY the average of capital funds
provi ded those nunicipalities eligible for the Capital Bl ock
program over the past seven years. To assure some certainty to the
pool of funds, it was recommended that the “block” be indexed to
the fluctuations in funding provided by the federal government to
the Governnent of the Northwest Territories.

The Joint Conmmttee agreed on a strategy of gradual inplenentation
of Block Capital funding with a full review after three years.
During this initial period Block Capital would be available only
to communities in the denonstrated ability to contribute category
who were also taxing authorities.

The determ nation of the pool of funds woul d be based on a seven
year average for selected Minicipal and Community Affairs capita

progr ans. Al though it was a consideration to include all basic
capital programs in the Block Capital funding pool, it was
determned that the Department of Minicipal and Community Affairs
must undertake a thorough review of its capital standards ahd
criteria and apply the definitions of basic and additional prior
to being able to inplenent this nore conprehensive approach.

Determ nation of those capital programs to be included or excluded
fromthe Capital Bl ock funding program should be based on such
factors as the degree of admnistrative or technical conplexity,

any requirenents for CGovernnent of the Northwest Territories

accountability to other agencies (i.e. Airports Progran) and the
extent of Government of the Northwest Territories priority for
achi evi ng certain political obj ecti ves through  specific

conditionally funded capital prograns.

The Joint Commttee al so proposed that the degree of capital
authority should be based on increasing degrees of ability of
municipalities to contribute to projects. Minicipalities with a
| esser ability to contribute should be able to attain sone degree
of autonony for capital projects through either extended use of

15 FEBRUARY, 1990



Weull or partial project authority agreements” or by introducing
the use of “program authority agreenents

The Joint Committee did not settle Oon a formula for the actual
distribution of the capital Block funding pool and recommends
further study to establish a fair and equitable fornula.

VI APPROVAL

The Joint Commttee is aware of the need to make sone changes soon;
many nunicipalities have been waiting for some tinme for the
I nprovenents that are to cone. However, it is also true that
rushing into new funding arrangenents |eads to a nultitude of
probl ens. It is inportant that any new schenes are presented in
detail to communities so that they are fully understood before they
are introduced. It wll take a number of nonths to establish this
understanding, in the Joint Commtteets view. At present, the
sense is that if eneral agreenment can be obtained from
municipalities at the next nual General Meeting of the
Associ ati on of Municipalities,andif the M nister can obtain the
support of his Cabinet colleagues, that the new funding
arrangenents could be in place for the 1991/92 fiscal year.

The Joint conmttee strongly recommends an eval uation system be
est abl i shed even before the new arrangenents are started, with the
intent of having all of the new schenmes reviewed about three years
after inplenentation.

The estimated timng of events related to the introduction of the
revised funding arrangenents are proposed as follows:

1990 Event

February 12 Subm ssion to Mnister

February/ March M nister to nmake possi bl e announcenent of
progress in the Legislature .

Apri | Annual Ceneral Meeting - NWT.AM

May - Sept enber Hani et consul tations and  Muni ci pal and
Comunity Affairs review

July Fundi ng nodel for tax-based nunicipalities and
preparation of. final report

August Consultation - Tax Based Municipalities

Sept enber Cabi net approval of the new arrangenents

Sept enber I ncl ude new arrangements in Miin Estinates

1991
April 1 Non-tax. based funded on new system (O&M

Capital projects funded on new system Tax-
based funded on new system
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VIII CONCLUSION

The Joint Commttee is aware that this reviewis taking place in
an era where the Government of the Northwest Territories is facing
significant reductions in funding from the Government of Canada.
The Joint Commttee nmenbers know first hand that many nunici pal
needs are not being met, and are in need of attention; whether they
are infrastructure replacement or assistance in meeting operating
costs of delivering basic services on a day-to-dag basi s. The
changes to the funding prograns that are proposed here and which
have been reviewed are not a ‘quick-fix", but rather an effort to
do a better job with what now is avail abl e.
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