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Landowner’s Meeting

m eff Foss from the County has explained how the
County comes up with their budget and tax rate. He
spoke about provincial limits, ratios between classes,
increased valuations etc. ete. County rates are then sent
to each municipality.

m MPAC has presented an ovetview of how properties
are assessed. How properties are evaluated based on
location, how increases ate phased in over 4 years.
How final assessment values ate provided to the
municipality.

m This will be a high level explanation of how a
municipality comes up with a tax rate.
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Where to Start?
A Budget Definition

B A statement of a municipality’s priorities!

m Scts spending limits on programs and
services the municipality will offer!

B A political document representing the
collective judgment of Council who is
ultimately tesponsible for the final budget
document that 1s adopted, based on
community needs and demands !
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Presentation Notes
A budget should be a culmination of a number of different activities and reflect the goals of the organization. 
 What is our mission statement? It might be as simply as – “to provide the programs and services legislated by higher levels of government and demanded by the ratepayer”. 
It might include lofty goals such as “improving the living environment and conditions of each ratepayer within the municipality.”


Common Budget Pitfalls

m Being focused on the short-term and being
feactive.

B Assuming that whatever has been done in the
past has continued relevance.

B Approaching adopting a budget as it {ts primary
putpose 1s to tind a way to hold the line on
taXes.

B Providing setvices on a one off basis and not as
a patt of an overall long term strategy ot plan.
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From what I have experienced in the short time I have been here is that past practice is to be reactive. Each time a problem comes up a policy must be implemented or money has to be spent to deal with it after the fact hoping that it will solve the problem.  
Terry deals with culvert collapse as opposed to sticking to the culvert replacement plan that has been developed. 
There is a policy put in place to prevent a specific problem but not address the real issue – accountability, trust and competence of employees.  
Services are provided for the small few who speak up – not considering the entire community or the long-term consequences of implementing programs or policies.


What 1s Important to Council?

B An important first step 1S to develop a strategic
plan — determine what the priotities of Council
truly arel

Do you want a budget for this year alone? (The
Municipal Act allows for a 5 year budget.)

Do you want to plan for this term?
m ... for the next ten years?

B ...or for the indefinite future?

m What are municipal objectives and priotities?
What do the people want?

Budgeting Presentation


Presenter
Presentation Notes
How can you know where your going if you don’t have a map? 
Mission Statement – Goals and objectives.


What is Council willing to risk?

m With provincial cutbacks continuing, a
municipality will likely have substantially less
money from the province in the future as well
as increased responsibilities.

B [How high 1s Council willing to raise taxes in any
oiven yeatr (Lo otfset loss of provincial funding
ot for capital expenditures.)

m What programs ot setvices ate Council willing to cute

m \Xhat other sources of revenue are available?
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Is it prudent to raise taxes marginally each year to account for future expenses?
Current residents may not appreciate it? 
A budget is not simply about keeping taxes low!


Operating or Current Budget

Under the Munwipal Aot a curtent budget must
estimate all amounts required:

m To pay all debts falling due within the year;

B To provide for sinking funds and retitement

funds;

B To provide for any local board, commission of
othet body.
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We are currently meeting our statutory requirements.


It Also...

m Reflects municipal priotities.

m Scts forth the revenues expected to be
generated from all sources during the yeat.

m Determines the amount of money to be raised
from taxes in any year.

m [s limited 1n usetulness by the traditional
means of it’s being prepated.
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We have limited means of raising revenues from other sources.  Licenses, permits fees and charges must be in direct relation to the costs associated with providing the service.  
With building fees, we could increase substantially to provide for the costs of our CBO but would ratepayers accept it? So we have to compromise.  We increase the fees enough to recover some of our costs, we can’t expect the few people who apply for building permits each year to cover the costs of providing the service.  Larger municipalities may be able to do that, we can’t.
Traditional means – using last years and adding to it.  The past two years that is what we have done – large surpluses resulted.  Cannot account for unknowns – winter of 2006 – record low snowfall, although sanding costs were increased due to freezing rain. Use contingency funds for this.


Financing Capital Expenditures

Options available:

B [Long term bortowing;
m Current revenues;

m Debt [ssuance;

m Grants;

B Reserve funds;

B Hquipment leasing; ot

m Private sector funding,

Budgeting Presentation


Presenter
Presentation Notes
Does this Council wish to consider long-term borrowing.
Make sure we are aware of all grants available.
We are not really in a position or location to enter into private sector funding agreements.


Links Between Capital and Current
Budget

Pay-as-you-go approach — will result in increased costs in this
year.

Need to plan for the costs of the future and how you ate to
finance them.

Borrowing means cattrying charges, using current funds means
increased taxes.

Council needs to determine a policy to direct capital spending.

In the year that a capital project s to occur, increased
operating costs i wages, utilities and/or materials will likely
also be a factot.

Decisions made in capital and operating budgets must be
coordinated.
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Presentation Notes
Most direct link – financing of the capital expenditures. How do we pay for them?
This is what normally has been happening here.
Again a component of the Capital Expenditure Committee.





Council Sets the Budget

After consideration of many different vatiables, many
mandated, Council must set its budget for the year.

Through the budget, Council has decided the amount

of money which is tequited to be raised from taxes.
MPAC has provided the total available assessment.

The province and County provide a sct of tules which
set the ratios between classes and limits on the ranges
for specitic classes.

Simple math 1s used.
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A budget is more than simply a tool to set taxes with.  
It can be used to plan, manage and control expenses.  We currently do that to some degree and it may currently be sufficient for this size of municipality.


m A formula is applied to then come up with a rate which
will provide the required revenues.

m Once the municipality’s rate s calculated it 1s added to
the County and Education rates to come up with a total
rate.

m Municipalities ate then responsible for calculating and
printing tax bills and collecting taxes for their own
needs as well as for the province for education
putposes and the County for their needs.
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Increased Municipal Needs

B Sometimes Councils have to increase annual
revenues simply due to citcumstances outside of
theit control such as:

Reduced' funds from the province;
Increased responsibilities;

[Loss of grant funding;
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Assessed Value Increases or
Decreases

B Revenues from taxation may INCtease of
dectrease simply due to assessment changes
without any change in the actual tax rate.

m Causes:
propetty re-evaluations and reassessments;
growth from new builds;
Reductions from requests for reconsiderations;
demolitions;

or changes of use/class change.
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Ontario Municipal Tax Rate

Taxation Revenue Required (determined by Council’s
Budget decisions) divided by

Total Municipal Weighted Current Assessed Value
(determined by MPPAC) equals

Tax Rate

Although the actual calculation is simple, it does get
complicated once classes, ratios and ranges are
considered. For this reason, the Online Property Tax
Analysis tools, which considers all variables and
calculates the final rates, s used.
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Total Tax Bill Formula

Current Year Phased-in Current Year Phased-in
Assessment Value Assessment Value
X X
County Tax Rate Education Tax Rate

Current Year Phased-in
Assessment Value
X
Municipal Tax Rate

Amount of Municipal
Property Tax

Amount of Amount of
County Education
Property Tax Property Tax

TOTAL
PROPERTY
TAX

Municipal N County N Education _
Property Tax Property Tax Property Tax

Budgeting Presentation 16



Comparisons are Dangerous

For Head, Clara & Maria the increase of taxation for
residential propetties for 2011 over 2010 was 7.8%b.

Percentage Increase Budget Proceeds
7.9%0 $1,000,000°  $79,000

7.9%0 $5,700,000  $450,000
7.9%0 $7,400,000  $584,000

Not a valid compatison with other community.
INCreases USINg percentages.
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% Increase

m Budget Increase Needed Percentage Increase

m 3 1,000,000 $40,000 450
m 35,700,000 $40,000 1%
m 37,400,000 $40,000 .54%0

B [n each case you are still raising only $40,000.

B You need to consider this when comparing increases
reported as percentages.
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Comparisons are Dangerous

m Any comparison of tax rates is usually misleading and does not

tell the whole story because of the constant change in Current
Value Assessment (CVA).

B [F.o.. The CVA year over year can change and
using the same tax rate as the previous yeat, may
result in increased or decreased Revenues from
Taxation.

m [t may look like your Council incteased 1ts
spending due to an increased tax rate but it
might just be that the CVA was reduced and

Council needed the same amount of money.
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Tax Rate Misinformation

m 357,406,801 x 10% = $41,147,481

m 10,539,333,768 x 20% = 12,647,200,522
B Old tax rate - 0.00354994

B New tax rate — 0.00525545

B Tax Rate Drop of -8.35%0

B But your Total Revenues from Taxation (from
municipal budget) increased by 10% and the

total weighted CV A incteased by 20%. Very
misleading.
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Apples to Apples

Thete 1S no way a true comparison using percentages can
be used between municipalities or year over year for
your own municipality. There are too many vatiables.

The most accurate compatison 1S a2 COmparison of taxes

pet $100,000.

Municipality 2010 taxes / $100,000 propetty value

(residential rates)
Head, Clara & Matria $221

lLaurentian Hills $749
Deep River: $1027
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Another Example - Comparison
Table

Hach property’s tax rate changes at a

different percentage than it’s neighbour.

2010 Current Value 2011 Active Current ~ CVA Percent 2010 Total 2011 Total

Value Change (In
&= Taxes Taxes , ; .
Assessment (Value the Value of property with  to 2011 for specific

Owing Owing

Total $Tax Total Tax Percent

Assessment Change for Change from 2010

(Value of your home)

of your home) Your Home) this value property values

$124,000 $124,000 0.00%  $1,085.71 $1,087.42 $1.71 0.20%

$88,500 89,750 1.40% $774.88 $787.06 $12.18 1.60%

$93,489 93,745 0.30% $818.57 $822.1 $3.53 0.40%
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Presentation Notes
Average properties within HCM show the actual changes from 2010 to 2011 taxes owing.  
The first example has no change in assessment.  
The second and third have minor assessment changes.  
This is dependent on your individual property and is set by MPAC and has nothing to do with the municipality.

Depending on where you live and what you’ve done to your property over the past year (or two) your increase may be more.  This is due to your increased assessment, not specifically your increased taxation.  New values were assessed for 2012 and phased in over the next 4 years.



Duties and Responsibilities of

Municipal Staff and Council —
HCM 2014

B Fyen though we ate a small rural municipality,
we are responsible for many of the same tasks
downloaded by the province as the latrgest city in
the province 1s.
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Consequences

So, what happens if we don’t fulfill our obligations
as cteated by the province? Since municipalities
“exist at the pleasure of” the province, depending
on the legislation contravened ot ignoted, the
options might include: law suits, increased liability,
banktruptey, loss of provincial funding, fines,
forced amalgamation or individual jail time. For
your information and considetration.
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Customer Service
Municipal library
Policing

Health and Safety
Accessibility

Emergency Management
Waste Management
Facility Management

Recreation, Health and Safety and Well Being of
Residents

Energy
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m Small Drinking Water Systems

m Accounting

m Grants and Funding

m Purchasing and Procurement

m Taxation

m Information Technology

m Fire Safety and Public Education
m Building services

m Economic Development —

m Governance
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Human Resources

Cemeteries

Insurance and Risk Management
Council Meetings and Administration
Roads

Planning

Freedom of Information and Protection of Privacy
Act

North Renfrew Emergency Services

Deep River and District Hospital Physician
Recruitment

Elections and Bi-Elections
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mQuestions?

Budgeting Presentation
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