CORPORATION OF THE TOWNSHIP OF ESQUIMALT
BYLAW NO. 3016

A Bylaw to adopt the Financial Plan for the years 2021 to 2025.

THE MUNICIPAL COUNCIL OF THE CORPORATION OF THE TOWNSHIP OF
ESQUIMALT, in open meeting assembled, enacts as follows:

1. This Bylaw may be cited for all purposes as the “FINANCIAL PLAN BYLAW,
2021, NO. 3016

2. Schedule “A” and “B” attached hereto and made part of this Bylaw is hereby
adopted as the Financial Plan of the Corporation of the Township of Esquimalt
for the period 2021 to 2025.

READ a first time by the Municipal Council on the 26t day of April, 2021.
READ a second time by the Municipal Council on the 26t day of April, 2021.
READ a third time by the Municipal Council on the 26" day of April, 2021.

Nk
ADOPTED by the Municipal Council on the 3’ %ay of.Mf]2021.

Qéw/m Koyt /W

“ANJA NURVO
INTERIM CORPORATE OFFICER

BARBARA DESJARDINS
MAYOR
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Revenue, Tax, Budget and Financial Sustainability Policies &
Objectives

1. PROPERTY TAX REVENUE and TAX RATIOS
Background

Property taxes account for approximately 44% of the Township of Esquimalt’s (“Township”)
revenue (excluding unconditional or non-recurring grants and transfers from own sources)
and provide a stable and consistent source of funding for many services that are either
difficult or undesirable to fund on a user-pay basis. Property taxes tend to be more
predictable than other revenue sources, resulting in less likelihood of a shortfall relative to
other budgeted revenue.

The other major source of revenue is Payments In Lieu of Taxes (PILT) provided by the
Federal Government for the CFB Esquimalt properties accounts for approximately 34% of
total revenue. This figure increases to 43% when analysing these payments as a percentage
of taxation revenue only.

The Township’s distribution of taxes among the property classes is typical, where the
residential class (Class 1) is proportionately the largest of the total tax base at approximately
75%. Properties in the business class (Class 6) provide the second largest portion of the tax
base at approximately 17%. All remaining property classes combined provide the remaining
8% of the base. These figures are calculated based on total taxation, including PILT
revenue.

The Township’s tax rates are difficult to compare with other municipalities in the Capital
Regional District. The Township provides its own police, fire, recreation, and library services
however these services are, in some instances, either cost-shared or provided on a
volunteer basis by other municipalities. Another factor to consider is that the Township
includes all utility costs in its property tax levies while some municipalities issue separate
periodic invoices to taxpayers. Additionally, the Township has a limited retail base and
comparatively lower assessed values than other municipalities. Consequently, the Township
must fund higher costs through fewer revenue sources resulting in higher tax rates.

Reducing taxation requirements can be achieved by: (i) lowering overall costs, (ii) increasing
revenue from sources other than property taxes, (iii) increasing the number of taxpayers, or
(iv) from any combination of these measures. Council is constrained in its ability to shift the
tax burden as a means of driving change in the community. Shifting the burden for one
property tax class to drive new initiatives will result in higher tax rates applied against one or
more of the other classes.
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Objectives

1.1

1.2

1.3

Increase the percentage of revenue from sources other than property taxes over time
by considering new initiatives that increase the tax base and facilitate a shifting of tax
ratios.

Implement property tax strategies or incentives that promote economic development
within the community.

Consider the Consumer Price Index and cost of living changes within the Capital
Region.

Policies

1.4

1.5

1.6

1.7

1.8

1.9

Adjust the tax rates each year with the intent of gradually working towards a
commercial to residential ratio of 2.50:1

Consider the annual property tax increase required to cover the projected cost of the
existing service levels as well as any new or enhanced services.

Adjust the tax rate ratios each year to maintain stability while ensuring the tax rate
considers both market and non-market changes.

Set annual property tax rates after considering significant new growth or loss of
assessment in each property class.

Use the property tax levy and payments in lieu of taxes to balance the budget each
year after reviewing the potential for sustainable revenue from all other sources.

Mitigate the impact on property taxes by researching non-property tax revenue sources
whenever possible, such as applying for government grants, charging appropriate user
fees and developing strategic alliances, partnerships and shared project funding to
reduce costs of service delivery.

PERMISSIVE TAX EXEMPTIONS

Background

The Township will continue to consider supporting local not-for-profit organizations who
qualify for permissive tax exemptions under the Community Charter.

Objectives

21

2.2

Continue to consider granting permissive tax exemptions to promote social benefit to
the community.

Consider granting permissive tax exemptions to promote economic development within
the community.

Policies

2.3

Continue to grant permissive tax exemptions to agencies and organizations that:
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2.3.1 provide benefits to the Township and its residents; and
2.3.2 qualify under legislation or any formal policy adopted by Council;

2.4 Review permissive tax exemptions in conjunction with other financial support provided
by the Township to ensure funding is reasonable and appropriate.

2.5 Continue to review and update the evaluation criteria to ensure the Township is
receiving benefits from organizations that receive permissive tax exemptions.

GROWTH AND REVITALIZATION STRATEGIES

Background

Growth, improvement and progressive thinking are necessary in order to create, develop and
maintain a desirable and healthy community. Such a community is likely to attract new, and

retain existing, business and housing which will add to the tax base and help to achieve the
goal of reducing property taxes.

Objectives

3.1 Explore opportunities and employ strategies which are intended to grow and revitalize
the community.

3.2 Stimulate and reinforce development initiatives where such uses are permitted.

Policies

3.3 Continue to consider the provision of tax exemptions for revitalization, beautification
and heritage tax exemptions that are consistent with the social, economic and

environmental objectives of the community.

3.4 Examine economic development, revitalization and heritage plans to determine where
opportunities for tax exemptions may exist.

3.5 Continue to promote the existing Revitalization Tax Exemption Bylaw.

3.6 Increase the commercial tax base including new development proposals where
applicable.

PARCEL TAX REVENUE

There are no parcel tax levies in use by the Township.

FEES AND CHARGES

Background

Fees and charges account for almost 15% of the Township’s revenue. While this figure
includes revenue generated from licences and permits, the largest component is represented

by user fee revenue generated from recreation programs.

Objectives
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5.1 User fees may be charged for services that are identifiable to specific users, versus
applying a general tax levy on all property owners.

5.2 User fees charged for recreation programs are appropriate.

5.3 Other fees, such as fees for licences and permits are:
(@) reviewed regularly;
(b) comparable within the region; and
(c) consistent with the social and economic objectives of the Township.

Policies

5.4 Review recreation user fees at least annually to ensure that they remain affordable and
competitive within the regional market.

5.5 Review other fees and charges at least annually to ensure that the Township is working
towards full recovery for the cost of services provided.

5.6 Fees required to recover the cost of services may be reduced by government grants or
transfers allocated to specific programs.

FINANCIAL SUSTAINABILITY

Long term financial sustainability is important if the Township is to continue delivering the
services and programs expected by the community. It is also important that community
assets are maintained as a means to attract and retain businesses and to ensure that the
costs do not become a burden for future taxpayers.

With long term financial management as the overall principle, the Township places an
emphasis on sustainability through the following objectives:
« adequately fund services and infrastructure

s efficiently manage expenditures

. prudently administer operations

. maintain sufficient future reserves

. utilize debt strategically
6.1 INFRASTRUCTURE AND CAPITAL ASSET SUSTAINABILITY
Background

Capital projects are funded through a number of sources including grants, reserve funds and
property tax levies. Once acquired or completed, the future costs of maintaining the capital
assets are included within the annual operating budget while replacement or improvement
costs are requested within the capital portion of the Financial Plan.

Objectives

6.1.1 Capital funding provided through the annual budget process will be adequate to
maintain the Township's infrastructure and provide for the renewal of capital
assets.

6.1.2 Approved capital projects are completed in a timely manner and costs remain
within approved budgetary allocations.
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6.1.3 Adequately maintain the capital assets and infrastructure are adequately
maintained in order to avoid costly failures and, where possible, to economically
and effectively extend the life of each asset.

Pcelicies

6.1.4 To ensure capital project funding is adequate:

(@) an amount equal to the value of matured debt charges is transferred
annually to the Capital Projects Reserve Fund:

(b) an amount approximating the sales tax rebates received by the Township
is transferred annually to the Capital Projects Reserve Fund;

(c) donations and bequests for capital purposes are transferred to the Capital
Projects Reserve Fund unless otherwise specified by the donor;

(d) the Capital Projects Reserve Fund, and all interest earned upon it, is only
used to acquire capital assets;

(e) an amount based on the approximate useful life and replacement cost of
the Township’s mobile assets is calculated and transferred annually to the
Machinery and Equipment Depreciation Reserve Fund;

()  the Machinery and Equipment Depreciation Reserve Fund, and all interest
earned upon it, is only used to replace existing mobile capital assets;

(9) an amount equal to, or greater than, the value of a one percent tax
revenue increase from the previous year is transferred to the
Infrastructure and Revitalization Reserve Fund; and

(h) the Infrastructure and Revitalization Reserve Fund, and all interest earned
upon it, is only to be used for revitalization initiatives or the replacement of
existing long term infrastructure.

6.1.5 Capital items not acquired or fully completed during the year they were
approved may be eligible for carry forward to the next fiscal year. During the
creation of the annual capital plan:

(a) previously approved capital items may be carried forward if a project has
commenced but has not yet been completed;

(b) new capital requests will be scaled back or deferred to accommodate any
carry forward requests; and

(c) capital projects that have not commenced by the end of the fiscal year will
not automatically be carried forward to the following fiscal year. These
projects must be re-submitted for approval during budget discussions.

6.1.6 Capital items are expected to be completed or acquired within the approved
budget allocation however, unforeseen cost overruns do occasionally occur. In
these instances, formal approval from Councit is required except when all of the
following conditions have been met:

(a) the total capital budget for the item or project is less than $100,000;

(b) total expenditures do not exceed 110% of the approved capital budget for
the item or project; and

(c) any amount, in excess of the budget, may be offset within the same fund
by unspent budget allocations for other capital assets acquired or
completed; and

6.1.7 Each instance of a cost overrun must be individually reviewed and approved by
the Director of Financial Services.
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6.2 RESERVE FUNDS
Background

The Township has various reserve funds which have been established for specific purposes.
These funds are developed and maintained to ensure financial obligations with respect to
infrastructure, equipment and fiscal requirements are met.

Objectives

6.2.1 Establish and maintain reserves to provide stability to municipal operations and
ensure the Township can meet both current fiscal requirements and future
obligations.

6.2.2 Maintain a certain level of financial resources sufficient to protect against the
need for service level reductions or taxation increases as a result of temporary
revenue shortfalls or unpredicted one time expenditures.

6.2.3 The budget process and ongeing operations must strive to establish and
maintain sufficient reserve funds balances as set out in this document.

Policies

6.2.4 Strive to ensure the sum of the following balances represents a minimum of
25% of the total revenue required each year (excluding unconditional or non-
reoccurring grants and transfers from own sources):

. Reserve Funds;

. Appropriated for Uncollected Taxes Account;

. Appropriated for Working Capital Account; and
. Unappropriated Surplus Account

6.2.5 Maintain a minimum balance of $500,000 in the Machinery and Equipment
Depreciation Reserve Fund.

6.2.6 Maintain a minimum balance of $1,000,000 in the Capital Projects Reserve
Fund.

6.2.7 Maintain a minimum balance of $250,000 in the Infrastructure and Revitalization
Reserve Fund.

6.2.8 The balances set out in $6.2.5, $6.2.6 and $6.2.7 may temporarily drop below
the established minimum balances, provided a plan is in place to replenish the
fund to a balance above the minimum.

6.3 DEBT MANAGEMENT
Background

The maximum amount that can be borrowed by the Township is limited by the Community
Charter and the provincial government. Debt funding is provided by the Municipal Finance
Authority and is to be used for capital projects rather than operational programs. in
comparison to the maximum allowable levels, the Township’s debt has been maintained at a
fairly low level in recent years.
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Objectives

6.3.1 Maintain the long term debt servicing liability at an acceptable and manageable
level.

Policies

6.3.2 Limit the creation of long term debt to the financing of large infrastructure and
economic development projects.

6.3.3 Minimize debt costs by seeking out, and applying for, provincial and federal
government grants whenever possible.

6.3.4 Assess all potential borrowing options to ensure both flexibility and cost
effectiveness

RESTRICTED ACCOUNTS
Background

Funds may be set aside in reserve accounts for specified or restricted purposes. Minimum
balances may be established to ensure availability of funds in future years.

Objectives

7.1 These funds are used primarily to finance capital projects, one time operating costs or
specific projects for which the funds were advanced. Internally restricted funds may
also be used from time to time to strategically offset specific operating costs

Policies

7.2 Maintain a minimum balance of $25,000 in the Casino Revenue Sharing Account.

7.3 Maintain a minimum balance of $100,000 in the Community Works Fund Account.

7.4 The funds set out in 7.2 and S7.3 may be used for specific one time capital and
operating project costs.

7.5 The balances set outin $7.2 and S7.3 may temporarily drop below the established

minimum balances, provided a plan is in place to replenish the account to a balance
above the minimum.
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Bylaw No. 3016 CORPORATION OF THE TOWNSHIP OF ESQUIMALT Schedule B
FINANCIAL PLAN 2021 - 2025

2021 2022 2023 2024 2026

Budget Budget Budgat Budget Budgst
REVENUE
Taxes
Property Vaiue Taxes (17.894.740) (18.200.974) (18263,087) (18,587,902)| (18,665,847)
Farcel Taxes {4,686) (4,686} (4,688) {4,685) {4.686)
Utility Taxes (298,747) (301,946) (307,344) {312,540 (314,880)
Paymenis/Grants in Lieu of Taxes
Federat (izge8845)| (12961,813) (1313269 (13349.285) {13,502,124)
Provincial Agencies (132,541) (135611) (138,761} {142,001} {144,938}
Feas and Charges (2508088 (2700488) (2730488) (2.730.488)| (2,740,488)
Other Revenue
Services to Other Governments o o 0 o| 0
Grants from Other Governments 3257.866) (2.487,718) (2.598897) (1.748,158) (1,763,158)
Cther (2,016,490} {1,064,793) (1,069,021, {1,089,273) (1,111,544
Proceeds from Borrowing o ¢} 0 Q [+
Transfers from Statutory Reserve Funds
Capital Projacts Reserve Fund (1,484,815} {3.045,000) {4,132,000) (4,232,000) (4,557,000},
Lecal Improvement Fund o] o] o 0 0
Machinery and Equiprent Depreciation Reserve Funx (1.518,165}) {757,000) (877,400) (1,023,300) {1,086,500)
Park Land Acquisition Reserve Fund 0 0 0 [o] 0
Sustainability Reserve Fund 0 Q 0 1] 7]
Off-Street Parking Reserve Fund 9 0 0 1} o
Tax Sale Lands Reserve Fund o} 0 [} o] 0
infrastructure Reserve Fund {1,065,754) {156,335) 1206,335) {256,335) {306,335)
McLoughlin Amenity Reserve Funds [14,167,714) Q o 5] o
Transfers from Accumulated Surphss {5.346.462) [ Q 0 0
Transfers from Municipal Hall Resarve (399,864)) ] 0 Q o}
Transfers from Operaling Reserves (4,213,684) (3.647,178) {3.712,178) {3,777.178) {3,842,178)

(B7.087.770) (45.472,542)] (47.272,990) (47,253,146); (48,035,786)

EXPENDITURE

Debt Interest 331,370 331,370 241,370 151,570 125,570
Debt Principal 842,503 834 482 713512 628,832 528,882
Capilal Expenditure 28,485,156 7,230,367 8,552,767 8,913 667 9,416,967
Other Municipal Purposes

{Seneral Government 3,958,435 3,816,801 3836331 3,882 801 3,892,141
Pratective 14,259,812 14,448,898 14,648,898 14,873,898 15,048,888
Public Woiks and Engineering 3,892,984 3,746,639 3,779,939 3,816,939 3,860,938
Garbage and Sewar 1,250,344 1,215,844 1,215,844 1,215,844 1,215,844
Planning and Development 875,622 819,312 813,221 836,221 818,221
Recreation and Cultural 9,771,702 8,548,605 8,529,605 9727805 § 727,805
{Other Fiscal 13,800 13,800 13,800 13,800 13,800
Contingency 250,000 250,000 250000 250,000 250,000
Transfers to Statutory Reserve Funds

Capilal Projects Reserve Fund 1,023,483 1.023,483 1,234,453 1,398,932 1,534,883
Resarve for Expenditures [¢] o o] ) 0
Machinery and Equipment Depreciation Reserve Fund 420,000 380,000 414,000 426,000 450,000
Local Improverment Fund 4,686 4,686 4,686 4,685 4,686
Sustainability Reserve Fund 30,000 32,000 35,000 35,000 40,000
Infrastructure Reserve Fund 653,000 659,000 667,000 &71,000 875,000
Public Art Reserve Fund 1271 2,711 14,821 16,468 16,466
Tax Sale Lands Reserve Fund 0 G a o] 0
Transfers 1o Gperating Reserves 908,162 1,004,444 1,208,723 396,884 419,884

67,087,770 45,472,542 47,272,990 47,253,146 48,039,786




