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Executive Summary
Northeast British Columbia is widely regarded as the engine which will drive BC’s economic future.
Current and future industrial development initiatives in the oil and gas, energy, mining and forestry
sectors are central to the provincial economy, and supplement the region’s long-standing contributions to
agriculture, tourism and other economic activities. The municipalities of Northeast BC have a central role
to play in supporting the industrial development that will drive the provincial economy. These
communities provide serviced land, transportation and utility systems, recreation and cultural facilities,
policing and a host of other services. A number of these municipalities launched the Northeast BC
Resource Municipalities Coalition in September 2014, and adopted a foundational policy position which
read
“To protect and enhance the existing quality of life and level of services for citizens in the
Peace Region and Northern Rockies while facilitating resource development in
Northeastern BC.”
A central and historic challenge facing municipalities in Northeast BC is the lack of connection between
their role as service centres to industry, and the location and accessibility of the industrial property tax
base. Analyses from the early 1990s to the present show that approximately 90% of the industrial tax
base (comprising utilities and major / light industry) is located within unincorporated rural areas, and
therefore beyond the direct taxing jurisdiction of municipalities.

Provincial Practice on Taxation of Industry
The Province of BC is responsible for establishing practices with respect to taxation of the three industrial
classes of property: Class 2 – Utilities, Class 4 – Major Industry; and Class 5 – Light Industry.
Adjustments to the manner in which property values (land and improvements) are assessed have
occurred over the past 30 years, including the removal of machinery and equipment values, and revisions
to the assessment of railways. Tax rate limits and fixed ratios between various property classes have
been introduced and applied to utilities and ports. School tax reductions have been provided since 2009.
Various arrangements have been put in place with respect to municipal boundary extensions involving
industrial properties to address issues such as industry consent requirements, and tax rate limitations.
The Province has recognized a number of situations where industry draws on more than one municipality
as a service centre, and enabled industrial tax sharing. The Elk Valley (Sparwood, Elkford, Fernie,
Regional District of East Kootenay), Prince Rupert / Port Edward, Logan Lake / Ashcroft and Dawson
Creek / Chetwynd are all examples of this. Finally, BC Hydro has provided ‘payments in lieu of taxes’ to
local Governments that host generating facilities or are impacted by reservoirs since 1989.
While the Province has made a number of adjustments to industrial taxation over the past decades, none
provided municipalities in Northeast BC with the ability to directly tax the extensive industrial property tax
base which lay outside of their boundaries. A variation on this theme is the Northern Rockies Regional
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Municipality (NRRM) which is a unique form of local Government in BC, merges the former Town of Fort
Nelson and Northern Rockies Regional District, and provides municipal taxing abilities over a broad and
extensive tax base. The industrial taxation abilities of NRRM are guided by a Provincially-mandated fixed
ratio policy between residential and industrial property classes.

Provincial Policy on Revenue Sharing
Revenue sharing involves one unit of Government allocating a portion of its tax income, resource
royalties or other revenue stream to another unit of Government. True revenue sharing is based on a
formula set within legislation or regulation, and is not subjected to the flexibility of an appropriation
process. There are very few true examples of Provincial to Municipal revenue sharing in BC. Traffic fine
revenue and hotel tax are two which meet the conditions set out in the previous sentence.
Over the past 40 years, there have been many examples of Provincial to Municipal Government funding
transfers and allocations. These include the Revenue Sharing Act introduced in 1977 and incrementally
eliminated in the mid-1990s, termination of unconditional grants to large and mid-sized municipalities in
the late 1990s, augmentation of the small community and Regional District grant program in the mid2000s, introduction of traffic fine and hotel room tax sharing, and support of a number of infrastructure
programs (both solely with Provincial resources, as well as jointly with the Federal Government). The
Peace River Memoranda of Understanding (also known as Fair Share) and recent Peace River
Agreement, as well as the Northern Rockies Infrastructure Development Contribution Agreement, fall
within the scope of Provincial to Municipal funding transfers.
Work is continuing in various quarters on the provision of stable, adequate revenue sources to BC’s local
Governments (municipalities and regional districts). This includes the Union of BC Municipalities ‘Strong
Fiscal Futures’ effort, the Provincial ‘Rural Dividend Initiative’, and the regional ‘Northwest BC Resource
Benefits Alliance.’ Infrastructure funding also continues, including the renewed Gas Tax Agreement, and
the Building Canada Fund – Communities Component.

Industrial Taxation in Northeast BC
While there is broad recognition of the vital role of municipalities as industrial service centres in Northeast
BC, their ability to access the rural industrial tax base – which comprises approximately 90% of the entire
Northeast BC industrial tax base – is fundamentally limited.
Regional Districts in BC have the ability to establish functions for the provision of defined services,
identify the geographic areas which will benefit from these services, and access the rural tax base
through levying property taxes (land and/or improvements) within these geographic areas. The Peace
River Regional District (PRRD) has fulfilled this role in some instances, including services to all of its
member municipalities and rural electoral areas (such as general Government and solid waste
management), electoral areas only (such as cemeteries), and specific service areas (such as fire
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protection and utilities). In addition, the PRRD has entered some shared service arrangements with
municipalities wherein it draws property taxation (including industrial) from the rural electoral area into the
shared service function. There are many examples of shared services in the Chetwynd area, and fewer
in the Fort St. John, Dawson Creek and Taylor areas. It is significant to note that the PRRD hosts a very
extensive industrial taxation base within its electoral areas (not including municipalities) which can
participate in servicing functions such as those noted above. In comparison to other northern BC
Regional Districts, the PRRD’s rural industrial tax base is approximately 4 times the magnitude of the
next-closest (and 10 to 20 times that of four others) when measured in per capita terms.
There are a number of measures which can be used to compare industrial taxation in Northeast BC
municipalities with that of other industrial communities in the province. These include the industrial
assessment base available for taxation, and industrial revenues (annual and over time) - see table below.
Northern Rockies Regional Municipality has been omitted from this table due to its unique and relatively
recent municipal status, and uncertainty regarding contribution from the Province when statistics were
prepared in 2014.
Comparison of Industrial Property Taxation in BC Resource Industry Communities
(all values per capita)

Community

Industrial
Assessment
Base

Industrial Revenue

Industrial Revenue

(2014)

(1985 – 2014)

(2014)

Tax

Tax +
Province

Tax

Tax +
Province

Chetwynd

$24,266

$424

$1,351

$13,987

$22,687

Dawson Creek

$3,289

$73

$1,128

$1,286

$11,641

Fort St. John

$2,605

$75

$1,113

$868

$9,833

Hudson’s Hope

$63,908

$1,445

$2,005

$18,383

$25,024

$669

$13

$1,189

$267

$13,770

Taylor

$44,422

$1,697

$2,457

$52,218

$56,452

Tumbler Ridge

$62,790

$3,207

$3,696

$46,248

$52,280

Forestry Communities

$12,188

$506

$506

$13,287

$13,287

Mining Communities

$36,515

$1,114

$1,114

$21,818

$21,818

Other Northern Communities

$13,770

$963

$963

$20,301

$20,301

Northeast BC

Pouce Coupe

Note – Provincial contribution through Fair Share grants-in-lieu to Northeast BC communities; forestry, mining and
other northern communities were not part of Fair Share
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The information in this table points to the following observations:
•

There is considerable variability in the industrial assessment base available to Northeast BC
communities. The most populous service centres (Fort St. John and Dawson Creek,) as well as
Pouce Coupe, have very limited industrial tax bases. Chetwynd, Hudson’s Hope, Taylor and
Tumbler Ridge have access to larger industrial assessment bases by virtue of well-defined and
extensive industrial developments (forest manufacturing, mines, gas processing facilities) being
located within their boundaries, the extent of their boundaries (i.e. large District municipality), or a
combination of these factors;

•

This variability is also revealed in the industrial taxation amounts (without Provincial
contributions) received by Northeast BC communities over the short (2014) and long (1985 to
2014) periods;

•

Provincial contributions (via Fair Share) coupled with industrial taxation increase substantially the
total industrial revenues available to all Northeast BC communities, and bring the most populous
service centres (Fort St. John and Dawson Creek) as well as Pouce Coupe closer to the situation
experienced among other Northeast communities;

•

Forestry, mining and other northern communities all host more extensive industrial assessment
bases than the main service centres in Northeast BC (Fort St. John and Dawson Creek), while
those in Chetwynd, Hudson’s Hope, Taylor and Tumbler Ridge compare well with other BC
resource industry communities;

•

Total industrial revenues (industrial taxation plus Provincial contributions) received by Northeast
BC communities allow them to compare favourably with all other resource industry communities
in the province;

•

In the absence of Provincial contributions, the main service centres in Northeast BC (Fort St.
John and Dawson Creek), along with Pouce Coupe, would fair very poorly in comparison to other
resource industry communities in BC from an industrial revenue perspective.

Historical Review of Municipal Efforts to Access the
Industrial Tax Base
Over the past 30 years, the local Governments of Northeast BC have initiated many efforts to broaden
access to the industrial tax base. Some of these efforts have been undertaken by individual
municipalities, while others have been collaborations between municipalities and/or the regional districts
within which they are located.
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Significant achievements of these collaborations were the Fair Share agreements, signed between the
Province and Peace River Regional District. Fair Share funds were paid as grants-in-lieu from the
Province to the member municipalities of the Peace River Regional District (PRRD) as well as to the
PRRD Electoral Areas. The total amount of payment was dispersed according to a formula which took
into account population, incorporated industrial assessments, and other factors. There were three
versions of Fair Share:
•

Fair Share 1 (1994 to 1997) - $4 million annually;

•

Fair Share 2 (1998 to 2004) - $12 million annually;

•

Fair Share 3 (2005 to 2020) - $20 million in 2005, with annual change indexed to adjustments in
the rural industrial tax base. In 2015, the annual payment amounted to approximately $46
million;

•

A one-time grant of $35 million was also provided by the Province to Fair Share communities in
2005.

The former Town of Fort Nelson and Northern Rockies Regional District were not part of the Fair Share
program. This fact does not reflect a lack of collaboration between the local Governments of Northeast
BC, but rather the various efforts to create a single tier local Government in Fort Nelson / Northern
Rockies. These efforts bore fruit in 2009 with the creation of the Northern Rockies Regional Municipality.
This unique form of local Government in BC provides municipal taxing abilities over a broad and
extensive tax base which includes all classes of industrial assessment.
There is an extensive list of initiatives taken by individual municipalities to access the rural industrial tax
base through establishing shared service arrangements with the surrounding Electoral Areas of the
Peace River Regional District. Such arrangements can allow rural properties (including industry) to be
taxed to provide funds to municipalities for the services used by rural residents in those municipalities.
The City of Fort St. John was historically active in this regard; however, few of these attempts by the City
of Fort St. John were successful. This was also the case in the City of Dawson Creek. The District of
Chetwynd has enjoyed a higher degree of success in working with its adjacent Electoral Area to establish
these shared service arrangements.
There have been many other efforts by individual municipalities to bring additional industrial property tax
revenue in their boundaries. These have included boundary extensions to incorporate industrial lands
(Chetwynd, Fort St. John, Dawson Creek, Hudson’s Hope, and Taylor), industrial tax sharing
arrangements (Chetwynd and Dawson Creek) and other initiatives.
Additional collaborations have taken place between municipalities and regional districts in Northeast BC
in the realm of service delivery and taxation. Examples of these include formation of a regional policing
model in the early 2000s, and the ‘Grass Roots’ initiative in the North Peace sub-region in the early
2000s.
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The Creation of the Northeast BC Resource Municipalities
Coalition
In September 2014, the municipalities of Northeast BC, other than the District of Hudson’s Hope, created
and launched the Northeast BC (NEBC) Resource Municipalities Coalition. The municipalities developed
a key policy position which read ‘to protect and enhance existing resource municipalities so that they
continue to develop as permanent, sustainable and vibrant communities providing a high quality of life for
existing and future residents.’ A number of other policies and positions were adopted by the Coalition
regarding topics such as local content in goods and services provision, workforce residency,
infrastructure and service delivery planning, environmental protection, sharing of resource development
benefits, and collaboration with First Nations.
The Coalition also engaged in two specific activities. First, long-term economic planning for the
Northeast region began with a detailed analysis of future resource development activity and associated
employment and population projections. The Coalition had attempted to engage the Province in this
activity, but was not successful in this regard. The work did, however, proceed with the Province’s
encouragements. Second, the Coalition began work to set the stage for renewal of Fair Share 3 in 2019 /
2020.
Over the period extending from late 2014 through early 2015, a fundamental disagreement surfaced
between municipalities with respect to how to approach the renewal of Fair Share 3. Fort St. John and
Taylor remained in the Coalition, together with Northern Rockies, as they wished to see renewal founded
on solid planning and future funding based on a continuing direct link to the rural industrial tax base. The
South Peace municipalities wished a more direct approach, and were less concerned about the link
between the rural industrial tax base and funding available to municipalities.
In early 2015 it became evident that the Provincial Government intended to move quickly to open
negotiations to renew Fair Share 3, although that agreement did not expire until 2020. The Province
wished to remove the direct link between the rural industrial tax base and funding available to
municipalities, and replace this with a base funding amount and fixed escalation clause. The agreement
would be extended beyond 2020. The Minister of Community, Sport and Cultural Development wrote to
th
Peace region municipalities and the Peace River Regional District on February 24 , 2015 stating that a
th
renewed Fair Share Agreement would have to be in place by April 30 , 2015.

The Peace River Agreement
The new Peace River Agreement was executed by the Province, Peace region municipalities and the
Peace River Regional District in May 2015. The agreement provides for an annual grant of $50 million to
be shared among Peace region communities, with this amount growing at 2% per year beginning in 2020
and concluding in 2034. The link to changes in the rural industrial tax base was removed. A special
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payment of $3 million was made in 2015 to Peace region signatories. The allocation formula used to
distribute the annual grant continues to reflect population, incorporated industrial assessment and other
factors. The Peace River Agreement also contains requirements for municipalities and the Peace River
Regional District to prepare long term development plans, along with annual development plans and
annual progress reports. The Assistant Deputy Minister for Local Government will review these plans
and reports as part of an annual funding approval process.

1.0 Introduction
1.1 Context of Industrial Development in Northeast BC
Northeast British Columbia is regarded widely as the engine which will drive BC’s economic future.
Current and future industrial development initiatives in the oil and gas, energy, mining and forestry
sectors are central to the Provincial economy. These industrial development initiatives also augment the
region’s long-standing contributions through agricultural, tourism and other activities.
Recognition of the region’s role in the provincial economy has come from many quarters, and is
embedded squarely in key Provincial initiatives. The current Provincial Government has proposed a
‘Prosperity Fund’ which is founded on the advancement of a liquefied natural gas (LNG) industry in British
Columbia. There is a vital link between the processing and transportation components of this industry,
which are proposed to locate on BC’s northwest coast (Kitimat and Prince Rupert areas) and have
garnered much attention, and the upstream supplies of natural gas located in Northeast BC. In its 2012
report “The Role of Natural Gas in Powering Canada’s Economy,” the Conference Board of Canada
envisioned the upstream supply area to require nearly five times the level of investment as coastal
liquefaction terminals. In this regard, there are several key goals and priorities in relation to a Provincial
Prosperity Fund:
“To ensure that communities, First Nations, and all British Columbians benefit from the
development of a new liquefied natural gas (LNG) industry.”
“Billions of dollars in new revenue will be dedicated to the BC Prosperity Fund. Key priorities will
be to eliminate the provincial debt, reduce cost burdens on families through tax reductions, and
make long-term investments in the services that people depend on.”
The Province’s Natural Gas, Mining and Forest Sector Strategies are all supportive of additional resource
development, a substantial portion of which would be located in Northeast BC. Following are some
selected quotations which underscore this support.
“British Columbia can be a global leader in secure and sustainable natural gas investment,
development and export” (BC Ministry of Energy and Mines, British Columbia’s Natural Gas
Strategy – Fueling B.C.’s Economy for the Next Decade and Beyond, 2012).
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“With the BC Jobs Plan, the Province has committed to having our first LNG plant up and running
by 2015, with a total of three LNG facilities operating by 2020” (BC Ministry of Energy and Mines,
LNG Liquefied Natural Gas – A Strategy for B.C.’s Newest Industry, 2012)
“Create eight new mines and expand nine existing ones by 2015,” and “increase mineral
exploration to ensure future mining activity” (BC’s Mineral Exploration and Mining Strategy,
2012).
“The forest sector strategy is intended to advance economic and environmental sustainability in
the forest sector as a whole.” The Strategy goes on to note the importance of “Supporting
prosperous rural forest economies.” (BC Ministry of Forests, Lands and Natural Resource
Operations, and Ministry of Jobs, Tourism and Innovation, Our Natural Advantage, Forest Sector
Strategy for BC, 2012).
The Speech from the Throne delivered by The Honourable Judith Guichon, OBC, Lieutenant-Governor
on October 6, 2014 reflects the sentiments noted above with respect to the role of industrial development
in our province. In the conclusion, the Lieutenant-Governor notes:
“For over a generation, the funding commitments of Western Governments have exceeded their
means. In LNG, British Columbia has an opportunity to increase revenue and maintain the same
world-class service we rely on.”
The Minister for Natural Gas Development – Minister Rich Coleman – provided comments following the
Speech from the Throne which directly link Northeast BC to the Province’s industrial development
strategy and the broader Prosperity Fund. As quoted by Vancouver Sun columnist Vaughn Palmer in his
October 10, 2014 article:
“Communities of Fort Nelson and Dawson Creek and Fort St. John support 13,000 jobs in BC
through the oil and gas sector – whether it’s construction of camps, of roads, whether it’s a need
for drilling equipment and people that can actually run the rigs and do all the servicing, all of that
work comes. But if you get a diminishing market and you don’t pursue a new market, you leave
those communities at risk. And that would be failure on behalf of any elected official – not to
know that they should go and pursue the opportunities to give those communities long-term
stability which they deserve.”
The municipalities of Northeast BC have a central role to play in supporting the industrial development
that will drive the provincial economy. Industry relies heavily on the services provided by municipalities –
serviced land, housing, recreation and policing are a few examples. Beyond these services, the
municipalities are home to health care, education and social services provided by other agencies. And
finally, the region’s municipalities also host support industries ranging from equipment servicing to
leasing, accommodations, food services and skilled trades.
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The Northeast BC Resource Municipalities Coalition was initially launched in September 2014. It
comprised the Cities of Fort St. John and Dawson Creek, Northern Rockies Regional Municipality, Village
of Pouce Coupe, and Districts of Taylor, Tumbler Ridge and Chetwynd. Membership in the Coalition has
changed during the period September 2014 to August 2015, and remains dynamic at the time of writing.
The Coalition developed a policy position in relation to the protection and enhancement of existing
resource municipalities. It reads:
“To protect and enhance the existing quality of life and level of services for citizens in the Peace
Region and Northern Rockies while facilitating resource development in North Eastern British
Columbia.”
More specific goals of the Coalition can be summarized as follows:
•

Prioritize the development of vital, permanent and sustainable communities;

•

Support building permanent communities rather than unbridled, long term reliance on fly in / fly
out and drive in / drive out models for securing necessary labour supply;

•

Advocate for extensive and timely investments by the Provincial Government in both Provincially
and municipally-funded services and infrastructure;

•

Ensure that the costs of industrial growth are fairly allocated to industry and the Provincial
Government;

•

Recognize the importance of long term, integrated and ongoing planning involving all key
stakeholders;

•

Ensure that both the existing Fair Share Ageement and the Northern Rockies Regional
Municipality Infrastructure Development Contribution Agreement are maintained, protected and
sustained.

The role of Northeast BC’s municipalities as service centres to industry is not new – it began with the
advent of the agriculture in the Peace region and has continued through hydroelectric developments on
the Peace River, coal mining centred on Tumbler Ridge, forest harvesting with manufacturing facilities
located in various communities, and oil and gas development through much of the region (particularly
with advancements in horizontal drilling and hydraulic fracturing). These major industrial developments –
notably oil and gas – placed considerable pressure on the region’s municipalities as service centres with
very limited ability to derive supporting revenues from industry due to the location of much of the property
tax base outside of municipal boundaries.
In 1990 the municipalities and regional districts in Northeastern BC completed a baseline analysis
documenting the fact that approximately 90% of the oil & gas industry property tax base was located in
the unincorporated rural areas. The work also revealed that rural industrial development did not
contribute to the costs of municipal services and facilities required to be provided by the municipalities in
their role as the service centres facilitating and supporting oil & gas development.
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The NEBC local Governments developed a proposed solution to this disconnect from the rural industrial
tax base which included a unanimous agreement to create a regional property tax pool and an allocation
agreement to distribute any acquired funding to achieve increasing degrees of equity in terms of industrial
property tax support for the various municipalities.
Three successive Fair Share Agreements were negotiated with the Province which provided an
increasing level of funding, the majority of which the Province provided as a grant in lieu of access to the
rural industrial tax base. The Province in 1995 levied an annual infrastructure property tax of $2 Million
on the three industrial taxes which still remains in the place today.
The 3 Fair Share Agreements provided the following levels of funding for the lifetime of each agreement:
Fairshare 1 1994-1997 -

$4 Million annually;

Fairshare 2 1998-2004 -

$12 Million annually;

Fairshare 3 2005-2020 -

$20 Million annually indexed to the growth of the rural industrial tax base
The 2015 grant totalled $46 Million

In February of 2015 the Province served notice that the existing Fair Share Agreement would have to be
renegotiated within a 6 week period as the existing Fair Share Agreement was no longer affordable to the
Province.
A new Peace River Agreement was executed and superseded the last 5 years of the existing agreement
and provides essentially for an annual grant of $50 Million per annum starting in 2016 with a provision of
indexing of 2% to take effect in 2020. The Agreement also has requirements for long term development
plans to be prepared and approved by the Province as well as annual application and reporting
processes.
The second key initiative was the formation of the Northern Rockies Regional Municipality in 2009,
creating a single tier local Government from the former Town of Fort Nelson and Northern Rockies
Regional District. This initiative gave the new Regional Municipality direct access to a broad industrial tax
base to support the role of its service centres, including Fort Nelson.
In 2013 the Northern Rockies also reached agreement with the Province on a 20 year Infrastructure
Development Contribution Agreement that will provide up to $200 Million to the Northern Rockies over
the lifetime of the Agreement.
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1.2 Report Purpose and Outline
The purpose of this report is to provide an overview of Provincial practice on industrial taxation and
revenue sharing, to identify recent related initiatives, and to examine how Provincial and local
Governments have managed industrial taxation and revenue sharing in Northeast BC.
The report contains the following sections.
Section 2 provides a general overview of Provincial practices relating to industrial taxation. It contains
information regarding current practices, as well as providing perspectives on their historical evolution.
Section 3 sets out current as well as past Provincial policy on revenue sharing, with a focus on
unconditional grant programs.
Section 4 summarizes recent Provincial initiatives relating to revenue sharing and funding support for
local Governments in BC. Due to the pace and magnitude of growth anticipated in Northeast BC,
reference is also made to recent work completed by Douglas Radke in the high-growth Wood Buffalo
region of northern Alberta.
Section 5 focusses more specifically on industrial taxation and revenue sharing in Northeast BC, and the
role of Provincial and local Governments in that regard. The role of municipalities as service centres is
elaborated upon. The role and function of the Peace River Regional District in delivering services, and its
ability to access the industrial tax base to do so, is reviewed. And finally, industrial taxation by Northeast
BC municipalities is reviewed and compared to benchmark industrial communities in other parts of the
province.
Section 6 provides a detailed historical review of attempts by municipalities to access the rural industrial
tax base, both in joint local Government initiatives and individual municipal initiatives.
Section 7 contains an overview of the creation of the Northeast BC Resource Municipalities Coalition.
Section 8 reviews the Peace River Agreement signed by the Province and Peace River region
communities in May 2015.
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2.0 Provincial Practice on Taxation of Industry
2.1 Overview of Property Assessment and Taxation
British Columbia municipalities have three primary sources of revenue: 1) property taxation; 2) own
source revenue (permits, licences, user fees); and, 3) transfers from senior levels of Government
(conditional and unconditional). For most municipalities, property taxation is the most significant revenue
source. BC uses an ad valorem (i.e. based on value) system of property taxation, meaning that property
taxes are levied based on the assessed value of land and buildings. Every year, BC Assessment
determines the classification, value, and exemption status of property. Since BC uses an ad valorem
property tax system, the ability to raise property tax revenues is directly related to the size of a
community’s assessment base.
Once properties are assessed, BC Assessment informs the provincial and local Governments of the
values of properties within their jurisdictions. With this information in hand, municipalities determine how
they wish to distribute the property tax burden. Municipalities set their own tax rates for each class of
property, and they collect taxes for municipal purposes and on behalf of the Province for school and
hospital purposes, the regional district, BC Assessment, the Municipal Finance Authority, transit authority,
and any other body that has the authority to levy taxes.
In rural areas outside of municipalities, the Province sets the tax rate and collects taxes under the
provisions of the Taxation (Rural Area) Act. The Province also sets Provincial Class Multiples that are
used in setting the tax rates for regional district and improvement district requisitions that are levied on
the hospital assessment base. Once regional districts and improvement districts have set their budgets,
they provide the Province with a requisition amount. Based on the Provincial Class Multiples, the
Provincial Surveyor of Taxes then sets the tax rates to generate the necessary revenue, and collects
these property taxes on behalf of the various taxing authorities.

2.2 Principles that Guide Taxation of Industry
In relation to industrial properties, there are three relevant property classes.
•
•

•

Class 2 – Utilities: includes structures and land used for railway transportation, pipelines,
electrical generation or transmission utilities, or telecommunications transmitters.
Class 4 - Major Industry: includes land and improvements (buildings and structures) of
prescribed types of industrial plants, including lumber and pulp mills, mines, smelters, large
manufacturers of specified products, ship building and loading terminals for sea-going ships.
Class 5 - Light Industry: includes property used or held for extracting, processing,
manufacturing or transporting products, including ancillary storage.
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In most cases, the Provincial Government has not established a formal, comprehensive policy on how
municipalities should levy property taxes on these types of properties. Instead, the Provincial
Government has developed solutions to specific and unique taxation issues faced by municipal
Governments in relation to industrial properties. These solutions have been shaped by the time, the place
or the specific circumstance which gave rise to the issue.
There is often significant pressure on local Governments to maintain or reduce industrial property tax
rates. Industry groups such as the Canadian Association of Petroleum Producers (CAPP), the Canadian
Energy Pipeline Association (CEPA), the BC Mining Association (BCMA) and others have been strong
advocates for maintaining or reducing property tax rates on major industrial developments. Court cases
put forward by Catalyst Paper and other industrial taxpayers and business lobbying groups (most
prominently the Canadian Federation of Independent Business) have also brought attention to the issue
and put pressure on the Provincial Government to intervene in industrial property taxes.
Numerous studies have been completed by the Provincial Government, Union of BC municipalities and
individual municipalities on property tax rates and industrial taxation. Appendix A provides an overview of
the various commissions, committees, and studies that have addressed industrial taxation.
A review of provincial decisions on industrial property taxation over the last 35 years reveals the following
findings:
•

Tax multiples (i.e. the ratio of tax rates for utilities, major industry, and light industry in relation to
the residential tax rate) recognize that industry creates employment, which in turn creates
residential demand. Residential taxation does not pay for itself.

•

In unique circumstances, custom-fit arrangements to provide industrial tax revenue to
municipalities have been created. Approaches have included incorporating industrial properties
into municipal boundaries, establishing/capping tax rates for industry within municipal
boundaries, and sharing industrial tax revenues. These arrangements have been made with the
involvement of industry and there is an attempt to reach consensus between all parties.

•

The Provincial Government requires industry to consent when industrial properties are brought
into a municipality through incorporation or boundary extension.

•

Industry is sensitive to paying higher property taxes, but open to options for its distribution
amongst Governments (i.e. sharing current tax revenue between Governments).

•

The Provincial Government does not support municipalities being able to levy property taxes on
oil and gas industry outside municipal boundaries because the province wants to create a
competitive, low cost investment climate. Still, the Provincial Government recognizes the impact
that these industries have on municipalities, and has facilitated initiatives such as the Fair Share
Agreement (i.e. Fair Share) and the establishment of the single tier Northern Rockies Regional
District (NRRD) in response.
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In the future it is reasonable to expect that the Provincial Government will continue to be reluctant to
intervene directly in municipalities’ task of setting industrial tax rates, but will find other opportunities to
support provincial priorities, such as entering into continued revenue sharing agreements.

2.3 Assessment and Taxation of Industrial Property
2.3.1 ASSESSMENT OF INDUSTRIAL PROPERTY
Properties in BC are assessed by BC Assessment using market, income or cost assessment. Residential
and most other classes are assessed using market value. Some Class 5 (Light Industry) properties are
assessed using the income method, determining property value based on the earning power of an
income producing property. Class 2 (Utilities) and Class 4 (Major Industry) properties, as well as the
remaining Class 5 (Light Industry) properties, are assessed using the cost approach. The cost approach
determines property value based on standardized estimates of construction cost.
BC Assessment uses the Major Industrial Properties System (MIPS) manual to assess Class 4
properties. This approach applies a “cost less depreciation” calculation at a regulated rate. This
assessment methodology provides a relatively stable industrial assessment base, but municipalities face
a shrinking industrial tax base over time if there is no new investment in the property.

2.3.1.1 Changes to Assessment
The assessment system has not dramatically changed since it was introduced in the 1970s, but there
have been some modifications to the classification and assessment of industrial properties:
•
•
•
•

1986: Machinery and equipment was removed from the assessment of industrial property.
1988: Industrial property class was divided into two: Class 4 (Major Industry) and Class 5 (Light
Industry).
1988: Introduction of Class 4 improvements being assessed according to a prescribed cost
approach (minus straight-line depreciation).
1997-2000: Phasing-in of changes to the assessment of railway property, including removal of
railway bridges from the definition of “improvements” and non-right-of-way lands were no longer
1
valued and classified as Class 2 but as Class 6 (e.g. rail yards) properties.

1

Kitchen, H. and E. Slack. (2012). Property Taxes and Competitiveness in British Columbia. BC Expert
Panel on Business Tax Competitiveness. Government of British Columbia. Available at:
http://www.fin.gov.bc.ca/docs/expert_panel_submissions/Business%20Property%20Tax%20Competitive
ness%20Report.pdf
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2.3.2 MUNICIPAL TAX RATE LIMITS AND FIXED RATIOS
The Variable Tax Rate policy was introduced in 1983 and provided municipal Governments with almost
full authority to set tax rates for different assessment classes without interference from the Provincial
Government. Some municipalities took this opportunity to significantly increase tax rates on nonresidential assessment classes, including industrial properties. Coinciding with the introduction of the
new tax system, 1983 was one of the most significant economic recessions in the province’s history. The
recession had a huge impact on the resource sector, and all major industries sought to reduce their
operating costs to ensure their continued financial viability. Property taxes paid by industry came under
scrutiny and various efforts were made by industry to reduce assessments or to reduce industrial tax
rates.
In 1987, the province removed machinery and equipment from the assessment of industrial property,
greatly reducing the tax revenues received by both regional districts and municipal Governments. Many
municipal Governments increased tax rates, particularly in the non-residential assessment classes, to
make up for the resulting revenue losses. The net result was that municipal industrial taxes rates began
to rise at a time when many industries were least able to absorb increased property taxes. Predictably,
individual industries and industry associations began to lobby for a reduction in property tax rates on
industry.
Since the introduction of the variable property tax rate system in 1983, the Provincial Government has
kept the ability to limit tax rates. This power is now in the Community Charter (Section 199), which allows
the Lieutenant Governor in Council to establish regulations prescribing limits on tax rates or on the
relationship of tax rates between different classes of assessment. Over the last 30 years, the Provincial
Government has set limits on property tax rates for specific assessment classes and for industries that
are deemed to be important to the Provincial Government’s economic interests. The Provincial
Government has only exercised this authority on a few occasions, sometimes providing compensation to
the impacted municipalities.
In December 2014, the District of Port Edward and Pacific NorthWest LNG announced an agreement-inprinciple for property taxation for the liquefied natural gas facilities proposed for that community. The
Provincial Government announced concurrently that it will introduce legislation under the Community
Charter to enable this agreement, which also includes a front-end contribution by Pacific NorthWest to
the District for infrastructure improvements. Further details were not available at the time of writing, but
will be sought and included in a later version of this report.

2.3.2.1 Utilities
The Provincial Government capped the property tax rates on Class 2 (Utilities) in 1996. The impetus for
the cap started a decade earlier with the assessment and taxation of railway property. Railway property
was originally assessed based on the property values of surrounding properties. In 1986, the Provincial
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Government introduced a standardized per kilometre assessment for railways. As a result, municipalities
with a decrease in assessment raised their property tax rates, while other municipalities that had an
increase in assessment kept their original tax rates in place. Railway companies saw the resulting taxes
as excessive, hindering their ability to compete with railways in the United States, discouraging new
investment in terminals and railway track, and ultimately threatening their economic viability.
In 1995, there was greater pressure to resolve the utility property tax issue with the finalization of the new
West Coast Express rail service between Mission and Vancouver. The Government intervened by
lowering railway taxable values and limiting Class 2 (Utilities) rates. The Province introduced a regulation
limit for municipalities in setting property tax rates on utility property to $40 per $1,000 of assessed value
2
or 2.5 times the municipality’s Class 6 (Business) rate, whichever rate was higher. The limit was
phased-in between 1997 and 2000 for specific municipalities. The Provincial Government did not intend
to limit tax rates on all utilities but found no way of addressing the taxation of rail lines without
establishing a tax rate limit on utilities in general.

2.3.2.2 Ports
In 2003, a review found that the competitive position of BC’s port industry was threatened by many
factors, including rising industrial taxation. In response, the Provincial Government’s Ports
Competitiveness Initiative introduced a Class 4 (Major Industry) tax rate limit of $27.50 per thousand
dollars of assessment for existing facilities from 2004 to 2008 (subsequently extended to 2018). A
capped rate of $22.50 per thousand dollars of assessment applied to new investments, for 10 years
(subsequently extended to 2019). The Province agreed to compensate port property host jurisdictions for
forgone municipal tax revenues. As outlined in the legislation, each of the seven affected municipalities
received between $40,000 and $1.3 million annually from the Province for years of 2004-2008 (Ports
Property Tax Act).
The Province established a land assessment value mechanism in 2007 with property assessment values
set out in the Port Land Valuation Regulation for each Class 4 (Major Industry) property with either a
2007 or 2009 base period.

2.3.2.3 Other Tax Reductions
In the past there have also been more specific tax reductions for individual industrial properties. In 1985,
the Provincial Government passed the Critical Industries Act which created a Commissioner who could
assist in negotiating measures (including property tax reductions) to assist failing industries. In 1992, the
Jobs Protection Act carried on this work and assisted with the renegotiation of property taxes for Cominco
(now Teck) smelter in Trail. In 2002, this assistance was found to be a countervailing subsidy by the

2

Taxation Rate Cap for Class 2 Property Regulation, 1996
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United States Department of Commerce in the softwood lumber dispute, and it was swiftly abolished by
the Provincial Government.

2.3.2.4 Exemptions
Since 1983 a number of property tax exemptions have been introduced for industrial property classes.
The Industrial and Business Property Exemption Regulation exempts up to $10,000 of assessed value of
improvements from all property taxes for Class 4 and 5 properties. For mines and natural gas exploration
and production there are no property taxes on most production equipment. In addition, there are property
tax exemptions on tangible personal property, such as production machinery, business equipment,
3
furniture, and inventories. Revitalization Tax Exemption/Reporting and Accountability
In 2007, the Provincial Government faced mounting pressure from industry and business groups
regarding tax rates. In response, two new tools were introduced. The revitalization tax exemption was
created to allow municipalities to partially or wholly exempt municipal property taxes for an area or type of
property. This tax exemption was to encourage different forms of revitalization within the community,
including to encourage industrial properties to reinvestment.
In 2007, the Provincial Government also introduced new accountability and transparency requirements
for municipalities. Municipalities are now required to set policies and objectives regarding the distribution
of property tax rates. These policies and objectives are included in a municipality’s financial report.

2.3.3 RURAL AND SCHOOL TAX RATES
The Provincial Government levies a rural property tax on all properties outside municipal boundaries.
This tax rate is set on an annual basis through regulation. In 2014, rural property tax rates were:
Class
Class 1- Residential
Class 2- Utilities
Class 4- Major Industry
Class 5- Light Industry

3

Rate per $1,000
of assessment
0.56
3.82
5.34
2.91

http://www.britishcolumbia.ca/invest/documents/bcti_mininggas_brochure.aspx
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The Provincial Government also sets the ratios for the tax rates that are imposed for regional district
services under section 806.1 (Collection in electoral areas) of the Local Government Act. The
relationships between different tax rates are as follows:
Class
Ratio to Class 1 Rate
Class 1- Residential
Class 2- Utilities
Class 4- Major Industry
Class 5- Light Industry

1.0 : 1
3.5 : 1
3.4 : 1
2.45 : 1

The Provincial Government levies a school tax on every residential and non-residential property. In
1981, the Provincial Government took responsibility for non-residential school tax. A single provincewide rate is set for all non-residential property. This tax rate increases each year by at least the rate of
inflation.
The Government has given a number of school tax reductions, exemptions and credits, as follows:
•
•
•
•

1985: School tax was removed from machinery and equipment;
2000: Taxable values for railway properties set at 91% for school tax purposes
2009: 50% reduction in school tax for light and heavy industrial properties (and protection against
local property tax increases that could take that tax room)
2011: Reduction increased to 60% for light and heavy industrial. For Class 5 properties this
4
benefit is being phased out by 2014.

2.4 Municipal Boundary Extensions
Municipalities may apply to the Provincial Government to expand their boundaries, including
incorporating industrial properties within municipal boundaries, either as a contiguous extension of the
municipality or as a ‘satellite’ boundary extension. The potential for boundary extensions is contingent on
a variety of factors, including the nature of the industrial property, industry consent for boundary
extension, boundary configuration, and tax rate considerations.

2.4.1 NATURE OF INDUSTRIAL PROPERTY
Across the province there are differences in the location and nature of industrial properties. ‘Contained’
industrial properties, such as mines and manufacturing plants, are not geographically dispersed and can

4

Davies Transportation Consulting Inc., Wave Point Consulting Ltd, and Lane Property Advisors Inc.
Major Industrial Taxation Impacts Study. For the Union of British Columbia Municipalities and the BC
Ministry of Community, Sport and Cultural Development. 2012.
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easily (from a geographic stand-point) fit within a municipal boundary. Conversely, properties such as
pipelines and related oil and gas facilities are geographically ‘dispersed,’ and it is therefore challenging to
incorporate them into municipal boundaries. This challenge is the one faced in Northeast BC with the
growing oil and gas industry.
There are also different political boundaries. Within the more urban areas, such as Metro Vancouver and
the Capital Regional District, there are many contiguous municipalities covering a wide geographic area.
Therefore, municipalities are able to capture the industrial property tax revenue because there are very
limited unincorporated areas. Conversely, in more rural areas, a majority of regional district land bases
are made up of unincorporated areas. In these cases, the industrial property tax revenue is more difficult
to access because it is usually located in the electoral areas. In the Peace River Regional District, for
instance, a majority of the land area is comprised of the rural electoral areas.

2.4.2 INDUSTRY CONSENT FOR BOUNDARY EXTENSIONS
Since the late 1980s, the Provincial Government has required the formal consent of industries before
they can be included within municipal boundaries either through boundary restructure or new
incorporations. Prior to that date, municipal boundary extensions, restructures, and new incorporations
did not require the consent of industry nor did the Provincial Government insist on tax rate limits on the
industrial assessment class. For example, the Provincial Government’s major boundary restructuring of
the cities of Prince George, Kamloops, Nanaimo and Kelowna in the early 1970s did not require industry
consent nor did the Provincial Government require tax rate limits on industry. The ability to tax industry
was seen as vital to the financial viability of the expanded municipalities. These restructures did,
however, require initial tax rate limits on residential properties being included in municipal boundaries.
In 1980, the owners of the Equity Silver Mine opposed the proposed inclusion of the property into the
District of Houston. In this case, industry withheld its support in view of the distance between the mine
site and the community. As well, most of the workforce was resident in other communities and was
accessing the mine site through a company sponsored fly-in/fly-out arrangement. This lack of consent,
as well as the weak linkage between the mine and the community, resulted in the Provincial Government
refusing the boundary restructure. Equity Silver Mine did, however, provide a grant in lieu of taxes to the
District for a period of five years.
In 1989, the Highland Valley Copper Mine agreed to inclusion of the mine within the boundaries of the
District of Logan Lake. It also agreed to the establishment of a tax revenue sharing arrangement with
other municipalities, including the Village of Ashcroft , which accommodated the company’s workforce.

2.4.3 DIFFERENT BOUNDARY CONFIGURATIONS
Prior to the 1980s, a number of municipalities benefited from the policy of not requiring consent or tax
rate limits to include industrial properties within their boundaries. Often the result was inventive
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approaches to the establishment of municipal boundaries to incorporate industry including “satelliting”
and the use of “umbilical cords.” The latter was used in the District of Fraser Lake with the Endako Mine
(1975) and Lejac Sawmill (1981), where these sites were connected to the district by a long linear strip of
land running along the railway. Other examples are the creation of larger district municipalities such as
the District of Tumbler Ridge, which included the Bullmose and Quintette mines, and the District of
Hudson’s Hope which included BC Hydro dams and generating facilities as well as pipelines.

2.4.4 TAX RATE LIMITS IN BOUNDARY EXTENSIONS
A major consideration in industry providing consent to inclusion within municipal boundaries has been the
tax rate to be applied by municipalities to industrial assessment. Industry has been more inclined to
agree to be included within municipal boundaries if the tax rate to be applied to its property is identical or
similar to what it was paying in the rural areas (i.e. rural area tax rate levied under the Taxation (Rural
Area) Act). These tax rate limits are included in the letters patents for the boundary restructure or
incorporation thereby providing guarantees that the municipality will not increase tax rates without the
involvement of the Provincial Government.
One example of this limitation is the Quinsam Coal mine and its inclusion in the City of Campbell River.
In 2004, the Quinsam Coal mine was brought into the municipality through a satellite boundary extension.
In the supplementary letters patent for the boundary extension, property tax rates were set at an equal
rate to the rural tax rate for general, electoral area and police tax.
Another example is the limitations placed on industrial tax rates when the Northern Rockies Regional
Municipality was created in 2009. The area was previously the Northern Rockies Regional District and
the City of Fort Nelson before it became a unique one-tier regional Government. When the new
Government was created, the letters patent established the tax rate limit for the industrial classes (Class
2, 4 and 5) at a multiplier of 3.3 times the Class 1 property tax rate. In response to these tax limits, the
Regional Municipality has come to a revenue sharing agreement with the Provincial Government.

2.5 Tax Revenue Sharing
When a major industrial development is within a municipal boundary but has an impact on more than one
community, the Provincial Government has authorized formal tax sharing agreements through letters
patent or legislation. In these cases, municipalities agree to share a portion of their tax bases. The
Provincial Government has been involved in negotiating these agreements and then amending the letters
patent of the municipalities involved.
Examples of formal tax sharing are noted below.
•

Elk Valley Tax Base Sharing Agreement. Elkford, Sparwood, Fernie, and Electoral Area A of the
Regional District of East Kootenay agree to levy the same “blended” tax rate and share the
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property tax revenue on the coal mining properties in the Elk Valley. The new agreement reached
in 2008 expires in 25 years.
•

Prince Rupert and Port Edward. The two communities share tax revenue from the Ridley Island
Coal power/grain terminal complex.

•

Logan Lake/Ashcroft. The two communities share tax revenue from the Highland Valley Copper
5
Mine.
Dawson Creek / Chetwynd. These Peace River communities share tax revenue from the Paper
Excellence Group (formerly Tembec) mill.

•

In relation to Northeast BC, the Fair Share Agreement and the Northern Rockies Regional Municipality
are discussed in Sections 5 and 6 of this report.

2.6 BC Hydro Payments-in-Lieu of Taxes
Since 1989, BC Hydro has paid ‘payments in lieu of taxes’ (PILT) to local Governments that host
generating facilities or are impacted by reservoirs. These payments are based on the principles of equity
across local Governments, reasonable financial obligation for the utility and relative impact on a local
Government.
PILT was revised in 2007 to create a transparent basis for calculating the payment. PILT is based on a
three-tier structure of the total megawatts of power generation capacity of the facility. The grant is
apportioned, with 40% to the municipality or regional district that hosts the facility, and 60% to the local
Government impacted by the facility and its reservoir, which may also include the host jurisdiction.
The PILT payment is increased each year by the percentage of the increase in total municipal property
tax revenues within the province. Over the last five years, PILT increases have been between 4.15% and
8.22% annually.
Through a separate policy, Hudson’s Hope receives a capped payment from BC Hydro for the impact that
BC Hydro’s operation has on the municipality. This amount is much less than would be calculated
through PILT. The policy was introduced in 2007 and provides Hudson’s Hope with an arbitrary amount
of funding that does not consider the size of facility or relative impact on the community. The monetary
difference between the capped amount Hudson’s Hope receives and the grant-in-lieu allocated under
provincial policy is distributed among the other local Governments impacted by the neighbouring facilities.

5

Slack, E. (1997). Intermunicipal Cooperation: Sharing of Expenditures and revenues. InterGovernmental
Committee on Urban and Regional Research. Available at:
http://www.chs.ubc.ca/consortia/references/Slack-Intermunicipal_Sharing-1997.pdf
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2.7 The Agricultural Industry – A Special Case
There are specific assessment and taxation practices for agricultural properties. For a property to be
classified as Class 9 (Farm), the owner must apply to BC Assessment for this classification. This
application includes information regarding farm activity and farm income. To be eligible, the whole or part
of the property must be used for a qualifying agricultural use and achieve a minimum gross income on an
annual basis. The minimum income requirements depend on the size of the property. There are also
specific qualifications for retired farmers’ dwellings. Once qualified, Class 9 (Farm) property is assessed
6
on its value for farm use only, not market value. Buildings that are on farm land, including residences
and farm buildings, are classified as Class 1 (Residential) and assessed at market value.
In electoral areas, agricultural land (Class 9) is fully assessed and fully taxable for general purposes. The
farmer’s residence (Class 1) and other farm improvements (Class 1) are fully exempt from taxation for
general purposes.
The following table identifies the exemptions for rural and municipal property taxation.
Table 2.1 – Agricultural Property Tax Exemptions
Property

Farmers’ dwellings Class 1

General

Rural
School/Hospital
7

Full exemption

Fully taxable

Farm improvements
(other than farmers’
dwelling) - Class 1

Full exemption

Exemption of
$50,000 or 87.5%
of the total
assessed value,
whichever is
8
greater

Agricultural land Class 9

Fully taxable

50% exemption

6

7
8
9

9

General

Municipal
School/Hospital

Fully taxable

Fully taxable

Exemption of
$50,000 or 87.5%
of the total
assessed value,
whichever is
greater

Exemption of
$50,000 or 87.5%
of the total
assessed value,
whichever is
greater

Fully taxable

50% exemption

https://www.bcassessment.ca/public/Fact%20Sheets/Farm%20Classification%20in%20British%20Colu
mbia.pdf
Section 131(4)(a) of the School Act
http://www.bcassessment.ca/public/Pages/What%27snewinFarmAssessment.aspx
Section 131.3(2) of the School Act
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There are also specific exemptions for properties within the Agricultural Land Reserve (ALR) regardless
of the property’s farm classification. Class 1 (Residential) properties that are within the Agricultural Land
Reserve and Class 9 (Farm) properties receive exemptions for School and Hospital assessment. There
are also specific exemptions for qualifying retired farmers’ dwellings in the ALR.
The following table specifies the difference between assessment rolls.
Table 2.2 – Agricultural Property Assessments
Assessment Roll

School

Hospital

General Municipal

Residential –

Residential ALR
10
assessed at 50%

Residential ALR assessed at
50%

Residential ALR is fully
assessed

Farm Land assessed
at 50% value

Farm Land assessed at 50%
value

Farm land fully
assessed

Class 1
Farm - Class 9

3.0 Provincial Policy on Revenue Sharing
3.1 Overview of Revenue Sharing
Revenue sharing involves one Government allocating a part of its tax income, resource royalties or other
specific revenue stream (i.e. traffic fine revenue) to another unit of Government. Revenue sharing can
occur between federal and Provincial Governments, provincial and local Governments, or between local
Governments. This report section primarily reviews Provincial Government transfers to local
Governments, but also includes some examples of inter-local Government tax sharing.
True revenue sharing is based on a formula and does not go through the appropriation process (i.e.
voting in the House). This formula is within legislation or regulation and transfers tax rate points between
Governments and does not show up in provincial expenditures. There are very few examples of revenue
sharing in BC that meet this strict definition.
Revenue can be shared on an unconditional or conditional basis, applied to all municipalities/regional
districts or based on specific criteria (e.g. size of municipality, certain geographic region), and either be
allocated out of general revenue or tied to a specific revenue stream (e.g. gaming revenue, tax revenue,
carbon credits, grants in-lieu of taxes, sales tax, traffic fines). Revenue sharing can be implemented
using different tools, including appropriation, Municipalities Enabling and Validating Act (MEVA), letters

10

Section 130(b) of the School Act
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patent, and legislation. The closest examples to true revenue sharing are traffic fine revenue sharing and
the hotel tax.
Below, a history of revenue transfers between the Province and local Governments is reviewed. As well,
this section provides a detailed list of unconditional grant programs, their purpose, amount, and approach
to distribution.

3.2 History of Local Government Grant Funding in BC
In the mid-1970s, the Provincial Government was enjoying growing resource revenue from the
development of natural gas, stumpage fees and other resources. As well, federal and Provincial
Governments were negotiating equalization payments and health and social transfer payments. In this
environment, Premier Barrett promised revenue sharing with the local Governments before he lost the
election in 1976.
Hugh Curtis, Minister of Municipal Affairs, was elected in 1976 and was a champion for local
Governments and revenue sharing. He introduced the Revenue Sharing Act that provided unconditional
and conditional grants to local Government. The Revenue Sharing Act packaged a number of
unconditional and conditional grant programs together. The funding formula (i.e. 1% of total provincial
revenue from personal and corporate income tax and 6% of total provincial revenue from sales tax, fuel
tax and resource royalties) dictated how much funding could go into the fund and therefore created a cap
on the amount of grant funding available to municipalities.
Though the Revenue Sharing Act included a funding formula in the legislation, it was difficult to
implement. Each year, the amount estimated to go into the fund was based on forecasting of the
provincial financial situation. This forecasting was not verified until two to four years later when the final
financial figures were confirmed. Therefore, the amount to be placed in the fund was highly
unpredictable because of the huge fluctuations in provincial finances.
As mentioned above, the Revenue Sharing Act was not true revenue sharing as the program was part of
the provincial budgeting process. With an appropriation vote in the Legislature, the fund was dependant
on the annual Government’s budget. Overall, the financial budget for the program was unsustainable.
With Provincial Government restraint in the early 1980s, new local Government grant programs were
added into the Revenue Sharing Act. Therefore, the same formula and corresponding revenue was used
to fund a growing number of local Government grant programs. At this time, the sewer grant program
was added and debt servicing programs were converted to application-based programs. In 1986, further
programs were added, including police equalization and public health equalization grants.
In the mid-1990s, under Premier Glen Clark, the Revenue Sharing Act was incrementally eliminated. The
provincial administration faced a substantial reduction in federal funding through Government transfers.
As well, the Premier was unsupportive of local Governments and, as a result, the Act was repealed and
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converted into a grant program. There was a two-phase plan to eliminate unconditional grants to larger
municipalities, and then cut unconditional grants to small municipalities. The first cuts were implemented,
but there was insufficient political will to eliminate funding to smaller communities. Instead, the grant
funding was frozen and converted to the small community grant program.
Between 2005 and 2006, the Government of BC established three economic regional trusts in the North,
Vancouver Island and Southern Interior. These trusts act as independent regional economic
development corporations and provide funding to businesses, non-profit groups, First Nations and local
Governments.
Currently, most municipalities receive a small portion of their revenue through Government transfers.
There are still a small number of smaller communities that are very dependent on Government transfers.
For example, Hazelton, Silverton and Port Clements obtain over 60% of their revenue from federal and
provincial transfers.
Table 3.1 summarizes the history of local Government transfers from the period 1977 to 2013.
Table 3.1: History of Local Government Transfers (1977-2013)

Year

Event

1977/78

Revenue Sharing Act introduced
•
•
•

1982

“provided a legislated formula that transferred a predictable flow of provincial
revenues to local Governments each year in the form of conditional and unconditional
11
grants”
Special Provincial Government fund with 1% of total provincial revenue from personal
and corporate income tax and 6% of total provincial revenue from sales tax, fuel tax
and resource royalties
Purpose: to supplement the local tax base, reduce financial disparities among local
Governments, stabilize municipal finances during periods of slow economic growth,
and to support the provision of services that generate benefit beyond municipal
boundaries

Provincial Government introduces general fiscal restraints

11

Union of BC Municipalities. (2004). Proposal for Sharing Resource Revenues with Local Governments.
Available at:
http://www.ubcm.ca/assets/Resolutions~and~Policy/Policy~Papers/2004/Proposal%20for%20Sharing%2
0Resource%20Revenues%20with%20Local%20Governments%202004.pdf
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Year

Event
•

1986

Minister of Finance, Mel Couvelier, supported revenue sharing
•

1989

•

•

•

1992

Mid 1990s
1994/95

Working group reviewed:
o Provincial-Local Protocol Agreement on InterGovernmental Finance
Relations
Recommendation:
o Revenue sharing formula should be changed to ensure better tracking of
provincial revenue growth

New Directions for Local Government Finance (Ministry of Municipal Affairs)
•

1991

New programs added into the Revenue Sharing Act: police equalization and public
health equalization

Financing Local Government Taskforce and Report (UBCM and Ministry of Municipal Affairs)
•

1990

New programs added into the Revenue Sharing Act including the sewer grant and
water/sewer debt servicing (which was converted to an application-based program);
therefore same level of funding was expected to fund an increasing number of
programs

Undertook a review of the local Government financial system for improving equity
and stability regarding revenue sharing and other issues
Presented options:
o Revenue sharing formula be changed to better reflect provincial economic
growth;
o At least ½ of revenue sharing money should be earmarked for unconditional
grants;
o The Province should retain 10% of the money in a “rainy day” fund to smooth
out funding during economic downturn
Result: the “rainy day” fund was created

Provincial election: NDP defeats Social Credit
•

Revenue Sharing Act special funds are eliminated

•

Provincial Government amends Revenue Sharing Act to reduce the total
unconditional grants to municipalities from $135 to $120 million (11% reduction)

Reduction in federal transfers
•

Provincial Government suspends revenue sharing
o Revenue Sharing Act is repealed
 Municipal Basic Grant and Municipal General Grant concluded
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Year

Event
Local Government Grants Act is introduced
 Small Community Grants introduced
o According to the UBCM, local Governments did not receive $250 million in
the accumulated revenue sharing fund and the rate of increase of the annual
transfer was capped
o Unconditional portion of new grants in 1995: small communities ($24.3
million), regional districts ($2.2 million) and traffic fine revenue ($10 million)
New provincial conditional transfers for infrastructure were frozen and replaced under
federal infrastructure program
o

•

1997

•
•

1998

•

•

2001
2002

2003
2005

Provincial Government formally repeals provincial revenue sharing, revoking
requirement to pay unconditional grants
Further cuts to unconditional transfers:
o Elimination of Independent Police Equalization grants
o Elimination of Secondary Highway support
o Declassification of some arterial roads
Provincial Government eliminated grants for larger municipalities (pop. over 20,000)
and phased out mid-sized municipalities (pop. 5,000-20,000)
o Very little impact on larger municipalities as there was not a substantial
increase in property taxes after the grants were eliminated
Financing Local Government Report (UBCM) identifies purposes of provincial
transfers

Provincial election: Liberals defeat NDP
•
•

Provincial Government proposes new financial tools
Believes local Government is an autonomous order of Government and should be
responsible for raising more of its own revenue

Community Charter introduced
•
•

•

Premier’s Task Force on Community Opportunities (Provincial Government and
UBCM)
Goals of study:
o Examine objective-based revenue sharing;
o Encourage regional cooperation through local Government tax sharing based
on fair and flexible allocations;
o Examine existing models of revenue sharing; and
o Make recommendations on possible new revenue sources and associated
revenue sharing.
In response to the Premier’s Task Force report and others, the Provincial
Government:
o Doubled the Small Community and Regional District Grants (over 4 years)
(from $29 m to $54 m);
o Increased Traffic Fine Revenue Sharing (from 25% to 100% of the net total
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Year

Event
o
o
o

2008
2013

traffic fine revenue collected by the Province);
Peace River MOU;
Creation of regional trusts; and,
Hotel room tax transfer (resort municipalities get 1 to 4 points of the 8% Hotel
Tax).

Economic downturn
•

Strong Fiscal Futures: A Blueprint for Strengthening BC Local Governments’ Finance
System (UBCM)
o Request for local Government to receive a “guaranteed share in improved
provincial economic growth,” tax sharing of property tax, or property tax room

3.3 Local Government Grant Programs
Since 1977, there have been numerous unconditional grant programs for local Governments in BC. This
section provides a listing of these grant programs, their purpose, amount and distribution method. Table
3.2 provides information on the following unconditional grant programs:
•

Municipal General Grant

•
•
•

Small Community Grant
Municipal Equalization Grant
Regional District Basic Grant

•
•
•
•

Traffic Fine Revenue Sharing
Peace River Grants
Resort Municipality Initiative
Climate Action Revenue Incentive
Program

The Provincial Government also offers a number of conditional grants to local Governments. These
grants include:
•

•

•

Provincial infrastructure grants:
o BC Community Water Improvement Program
o Infrastructure Planning Grant Program
o Building Canada Fund
o Canada/BC Infrastructure Program
o Canada/BC Municipal Rural Infrastructure Fund
Provincial planning grants
o To develop long-term comprehensive plans related to capital asset management,
community energy, integrated storm water management, water management, liquid
waste management, and other similar plans.
UBCM
o Gas Tax Fund (2005-2015)
 Environmentally sustainable municipal infrastructure
 Community Works Fund
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Strategic Priorities Fund
Innovations Fund

Gas Tax Fund (2015-2025)
 Small Communities Fund
 More funds to be announced
Restructure grants: Assistance, implementation, planning
Smart development partnerships
o

•
•

Table 3.2: Description of Unconditional Grants
Year
Created

Grant

Purpose

Amount

1977

Municipal
Basic Grant

Supplement local tax
base

• $60,000$120,000
per
municipality
• Total: $20
million/year

1977

Municipal
General Grant

1977

Regional
District Grant

Supplement local tax
base

1977

Unconditional
Grants

Supplement local own
source revenue and
reduce reliance on
property tax

1977

Equalization
unconditional
grants

Supplement local own
source revenue and
reduce reliance on
property tax

• Total: $118
million per
year
• Entitled to
$100 k

Based on
• Average per capita
assessment in the
municipality compared to
that of all municipalities in
the Province. Higher
amounts flow to
municipalities with lower
per capita assessments.
• Municipal population,
expenditures and property
assessment
• Annual basic grant of 50k,
and annual admin grant of
50k. Admin grant
increased by 2,500 for
each local community
commission established in
the regional district.
• 80% distributed per capita,
20% distributed through an
equalization formula

• 20% of unconditional grant
distributed using formula
based on local
Government expenditures
and assessment base
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1989

Independent
Police
Equalization
Grants

Provincial contribution
to the 12 municipalities
with independent police
forces

• Lesser of the cost of
policing the first 5,000
people in the community,
or the amount that would
have been paid by the
federal Government under
an RCMP contract

1989

Public Health
Equalization
Grants

Provincial contribution
to public health services
in Burnaby, New
Westminister,
Richmond, Vancouver,
and municipalities
served by the North
Shore Union Board of
Health

• Total sharable cost base
multiplied by the provincial
share of the cost base,
less any Ministry of Health
contribution

Year
Created

Grant

Purpose

1994

Small
Community
Grant

Amount

Based on

Formula:
• $200,000 base amount;
• $50 per capita amount
(up to 5,000 people)
• Assessment amount
based on $50,000 x F
weight (F weight is RD’s
per capita assessment
based divided by
weighted average per
capita assessment
based) (to target grant to
municipalities with lack of
strong tax base)
• Claw back for
municipalities over 5,000
people ($25 for each
person over 5,000)
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1994

Regional
District Grant

Assessment with
service requirements
based on local needs
and priorities

1998

Peace River
Regional
District MOU

Payment to recognize
the inability of
municipalities to tax oil
and gas

1999

Traffic Fine
Revenue

Assist municipalities
with community safety
initiatives

Year
Created

Grant

Purpose

2007

Resort
Municipality
Initiative

Support resort-oriented
municipalities that have
a small tax base

2008

Climate Action
Incentive

• Based on total
population;
• Regional district electoral
area population; and
• Number of local
community commissions

• $5 m/ year
• $60,000$200,00 per
RD

1999:
• 25% of net
traffic
revenue
collected by
the Province
• $10 m per
year
2004:
• 100% of net
traffic
revenue
collected by
the Province
• $60 m per
year
Amount

•

•
•

Transfer of provincial
revenue from violation
tickets issued under the
Motor Vehicle Act
Apportioned to each
eligible municipality based
on its annual police
Municipality must have a
population of over 5,000
and pay for its own policing
cost

Based on
• Collect Additional Hotel
Room Tax (2% Municipal
and Regional District Tax)
• Amount is based on tax
revenue multiplied by the
Accommodation Unit
Multiplier
• Equal to 100% of the
carbon tax paid by the
local Government for the
direct delivery of service
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4.0 Overview of Recent Related Initiatives
In recent years, there have been several related initiatives aimed at providing local Governments with
stable, adequate revenue sources. The Union of BC Municipalities (UBCM) recently struck a select
Committee on Local Government Finance to explore the revenue tools available to local Governments.
The Province is currently in the early stages of a Rural Dividend Initiative. And, in Northwest BC, a
Resource Benefits Alliance recently formed to pursue resource benefit sharing discussions.
This section also provides a brief note about federal/provincial grant programs (i.e. Gas Tax Agreement
and the recently announced Building Canada Fund Small Communities component) with potential to
provide renewed infrastructure funding to local Governments. As well, for comparative purposes this
section provides a brief review of the Alberta experience in dealing with a high growth region.

4.1 UBCM “Strong Fiscal Futures”
In recent years, local Governments have become increasingly concerned about the limited potential
associated with traditional revenue sources such as property taxes and user fees. Amongst local
Governments, there is a sense that property taxes and user fees stem from an era when local
Governments delivered a narrow range of services, such as water, sewer, and local roads. However,
local Governments are increasingly responsible for a wider range of services. As a result, there has been
ongoing interest in considering whether traditional revenue sources align well with a wider range of
services, or whether there are better ways to finance some or all of these services.
As a result of these concerns, in 2012, the Union of BC Municipalities (UBCM) struck a Select Committee
on Local Government Finance. This committee was tasked with reviewing whether local Governments
have the right revenue tools for the range of services they now deliver, and if not, to recommend
changes. The Committee’s work culminated in the July 2013 report, “Strong Fiscal Futures: A Blueprint
for Strengthening BC Local Governments’ Finance System.” This report was endorsed unanimously by
the UBCM membership at the 2013 UBCM Convention.
The “Strong Fiscal Futures” report notes that the local Government finance system faces significant
challenges, including heavy reliance on the property tax, and high projected future costs of infrastructure
upgrades often in relation to new and emerging federal and provincial regulations. The report also notes
that in resource areas, developments increasingly occur in more remote areas beyond municipalities, but
still draw employees from and impact the demand for local Government services. Thus, the fit between
community revenue capacity and service responsibility is reduced.
In response to these challenges, the report proposes an agenda for reform of the local Government
finance system. This agenda includes five key directions:
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1. Resiliency – includes steps to maintain and build on the strongest features of the local
Government finance system, such as renewing infrastructure funding agreements, renewing grant
programs, strengthening the local share of property taxes, and achieving great flexibility in the
design of development cost charges.
2. Value – includes steps to tighten the management of shared provincial-local mandates and
ensure that regulatory requirements imposed on local Governments achieve value for money.
3. Responsiveness – includes steps to grow the economy and have local Governments share in
the benefits of that growth through an Infrastructure Development and Community Building Bank,
under which local Government would receive a guaranteed share in improved provincial
economic growth.
4. Fairness – includes steps to expand local Government revenue tools to make the distribution of
local Government costs both fairer and more responsive to growth.
5. Excellence – includes steps to build the local Government partnership by creating a process for
developing best practice advisory services for local Governments on topics such as business tax
indicators, resource materials to support local finance and tax decision-making, and mechanisms
to achieve greater service efficiencies and economies.
When the UBCM membership endorsed the “Strong Fiscal Futures” report, including these five key
directions, the membership endorsed a multi-year blueprint to strengthen the local Government finance
system in BC. The intent is that the “Strong Fiscal Futures” report will form the basis of dialogue between
local Governments and the Provincial Government. UBCM’s initial priorities include achieving greater
resiliency, addressing cost drivers, and engaging the Provincial Government on an agenda for economic
growth and agreement on the introduction of the Infrastructure and Community Development Bank.

4.2 Rural Dividend Initiative
In 2014, the Province established a Rural Advisory Council to provide advice on:
•

Avenues to support greater rural access to capital;

•

Stronger business development support for rural entrepreneurs and businesses; and,

•

Moving forward on the Rural Dividend initiative.

The establishment of the Rural Advisory Council is the key commitment arising from the Province’s recent
report on rural development, “Supporting Rural Development: Creating a Voice for British Columbians.”
This report was released at the 2014 UBCM Convention. In the Province’s news release highlighting its
commitment to rural development, Minister of Forests, Lands and Natural Resource Operations, Steve
Thomson, said:
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While the majority of the province’s population is in urban centres, the majority of wealth is
generated by resource development in rural areas. We need to ensure that rural British
Columbians have an equitable share in the economic benefits generated. A rural advisory
council will provide advice to Government on how to make that happen.
The Rural Advisory Council will have representation from throughout British Columbia. One of the Rural
Advisory Council’s key early priorities will be to provide the Provincial Government with advice on the
12
Rural Dividend initiative. The Council will be responsible for offering the Province with insight into the
most effective means of moving forward with the Rural Dividend from a rural perspective. In bringing
forward advice on the Rural Dividend, the Province has also indicated that it will ask the Council to work
closely with existing rural entities that have mandates supporting rural development.

4.3 Northwest British Columbia Resource Benefits Alliance
In Northwest BC, there are a number of major resource projects at various stages of development. These
projects include LNG plants, oil and gas pipelines, oil refineries, port facilities, container facilities, rail
transport, new or expanded mines, upgrades to the Rio Tinto Alcan smelter, forestry, hydroelectric
projects, and transmission lines. These projects are expected to result in significant temporary and
permanent population increases, with direct and indirect economic, social, health, environmental and
heritage impacts on communities.
In response, a group of communities has joined together to pursue resource benefit sharing discussions
and negotiations with the Provincial Government, federal Government, and major resource companies.
This group of communities is called the Northwest British Columbia Resource Benefits Alliance. Current
membership of the Alliance includes all member Municipalities and Electoral Areas of the Regional
Districts of Kitimat Stikine, Skeena – Queen Charlotte, and Bulkley – Nechako.
The Resource Benefits Alliance’s primary purpose is to negotiate early access to an equitable share of
the revenues from the economic expansion currently underway in Northwest BC. The goal is to provide
access to new long term sustainable revenue sources sufficient to:
•

Fully address infrastructure deficits and needs, both now and into the future;

•

Fully address all other impacts associated with major resource development; and,

•

Provide significant legacy resources to Resource Benefits Alliance Communities.

It is expected that benefit sharing arrangements could include:

12

Government of British Columbia. Supporting Rural Development: Creating a Voice for Rural British

Columbia. September 2014.
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•

new long term sustainable provincial and federal grant programs;

•

an equitable share of revenues from each industrial sector and major project;

•

a fair share of industrial tax revenue from the industrial tax base outside municipal boundaries;

•

improved grants in lieu or payments in lieu where applicable; and,

•

bi-lateral agreements with major companies.

4.3.1 FEDERAL-PROVINCIAL FUNDING PROGRAMS
There are two primary federal-provincial funding programs for major infrastructure projects. These
programs are:
•

the renewed Gas Tax Agreement; and,

•

the recently announced Building Canada Small Communities components.

4.3.2 RENEWED GAS TAX AGREEMENT
The Administrative Agreement on the Federal Gas Tax Fund in British Columbia (Renewed Gas Tax
Agreement) took effect on April 1, 2014. The Gas Tax Agreement provides the administrative framework
for the delivery of federal gas tax funding to British Columbia local Governments and other recipients over
a ten year period. The Gas Tax Fund is a federal initiative for the benefit of all municipalities across the
country. In accordance with the federal Government’s 2013 Economic Action Plan, the Gax Tax Fund is
now indexed at 2 percent per year, starting in 2014-15.
In British Columbia, the Gas Tax Agreement is delivered through three program streams:
•

The Community Works Fund
This program stream supports the achievement of local priorities, with local choice about which
eligible projects to fund. This program stream provides automatic funding to all local
Governments in British Columbia based on population and a funding floor. Funding is delivered
twice annually. Local Governments are required to enter into a Community Works Fund
Agreement with UBCM prior to receiving funding.
Over the first five years of the renewed agreement, the Community Works Fund will deliver an
estimated $519 million to British Columbia local Governments. Eligible project costs include:
o
o
o
o
o

Local roads, bridges;
Highways;
Short-sea shipping;
Short-line rail;
Regional and local airports;
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o
o
o
o
o
o
o
o
o
o
o
o
o
•

Broadband connectivity;
Public transit;
Drinking water;
Wastewater;
Solid waste;
Community energy systems;
Brownfield redevelopment;
Sport infrastructure;
Recreational infrastructure;
Cultural infrastructure;
Tourism infrastructure;
Disaster mitigation; and,
Capacity building.

The Strategic Priorities Fund
This program stream provides funding for strategic investments that are larger in scale or regional
in impact, or innovative. This program stream is application-based, and all local Governments
outside of Metro Vancouver are eligible.
Over the first five years of the renewed agreement, the Strategic Priorities Fund will deliver
approximately $145.2 million in funding. A call for applications to the Strategic Priorities Fund
was made available in late 2014, with applications due in April 2015.

•

Greater Vancouver Regional Fund
This program stream provides funding for regional transportation projects within Metro
Vancouver.

4.3.3 BUILDING CANADA FUND – COMMUNITIES COMPONENT
The federal Government recently announced a $10 billion Provincial-Territorial Infrastructure Component
for the Building Canada Fund. This component includes the Small Communities Fund, which will provide
$1 billion for projects in municipalities with fewer than 100,000 residents. Infrastructure Canada will enter
into funding agreements with the provinces and territories, who will be responsible for identifying and
proposing projects.
Projects funded through this program must contribute towards economic growth, a clean environment,
and stronger communities. Eligible categories include:
•

Public transit;
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•

Drinking water;

•

Wastewater;

•

Solid waste management;

•

Green energy;

•

Innovation;

•

Connectivity and broadband;

•

Brownfield redevelopment;

•

Disaster mitigation infrastructure;

•

Local and regional airports;

•

Short-line rail;

•

Short-sea shipping; and,

•

Highways and major roads.

4.4 Alberta’s Experience with a High-Growth Region
In 2006, Doug Radke completed a report for the Alberta Government called “Investing in Our Future:
Responding to the Rapid Growth in Oil Sands Development.” This report later became known as the
“Radke Report.” The report primarily focuses on the rapid pace of oil sands development and the
resulting social, economic, and environmental issues affecting the Fort McMurray area – the primary
service centre for the oil sands industry. The report recognized the special growth pressures that Fort
McMurray faces as a result of oil sands growth, focusing on infrastructure and services in critical areas
including:
•

Housing;

•

Transportation;

•

Basic municipal infrastructure – water treatment, waste water treatment and landfill;

•

Health care;

•

Education;

•

Social services;

•

Policing; and,

•

Environment.

Ultimately, the Radke Report found that the needs of high growth areas are not adequately addressed by
the traditional method of allocating resources on an “equal” basis across communities and services. The
report also noted that the Provincial Government has special obligations, with a need to focus attention
and funding on high priority Government services such as health care, the provision of safe drinking
water, waste water treatment, and waste disposal. Thus, the Radke Report is largely viewed as
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launching a new commitment by the Alberta Government to recognize and address the growth pressures
that communities face due to intensive resource development projects.
As a result of the Radke Report’s findings, in February 2007, Premier Ed Stelmach immediately
committed approximately $400 million in first response initiatives to address the critical growth issues
identified in the Radke Report. In response to the report’s findings, the Alberta Government also
established the Oil Sands Sustainable Secretariat in the summer of 2007 to address the rapid growth
issues in the oil sands regions. The Oil Sands Secretariat collaborates with ministries, industry,
communities, and stakeholders to address the social, infrastructure, environmental, and economic
impacts of oil sands development.

5.0 Industrial Taxation in Northeast BC
5.1 The Concept of Service Centres
There are a number of service centres in Northeast BC that support oil and gas, mining, forestry and
other industrial activities. This support comes in many forms – housing, recreation and cultural facilities,
protective services, schools and hospitals and other basic infrastructure and amenities for industry’s
permanent workforce are prime examples. Service centres also provide support to the temporary or
itinerant industrial workforces in the region, including those who fly-in/fly-out or drive-in/drive-out to
Northeast BC during the construction and operation of industrial projects.
It is difficult to define precise geographic boundaries for service centres. The boundaries differ from type
of industry to another (such as oil and gas in contrast to forestry), from one project to another (depending
upon specific location and time frame), and from one phase of a project to another (such as project
planning vs. construction vs. operations vs. decommissioning). Figure 5.1 is a general depiction of the
present service centres in Northeast BC.
The 2005 Fair Share Agreement agreement contains specific recognition of service centres in this portion
of Northeast BC. The MoU notes under the ‘Considerations’ section that “The Parties recognize that the
Region’s municipalities are the service centres to industry and its workers and that industry growth will
continue to place additional demands on municipal infrastructure and services.”
The role of municipalities in providing services to industry can be illustrated in quantitative fashion. Table
5.1 provides an overview of services typically provided by local Governments – ranging from protective
services to solid waste, transportation, parks / recreation / culture, water / sewer utilities and development
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services – along with the agency providing those services and expenditures for 2014. The prominence of
municipalities in delivering these services is evident.
Figure 5.1 – Service Centres in Northeastern BC
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Table 5.1 – Local Government Service Providers
Municipalities
Service

Local General Government

Peace River Regional District

Provincial Government

Provide
Service?

Service
Population

Expenditures

Provide
Service?

Service
Population

Expenditures

Provide
Service?

Service
Population

Expenditures

Yes

41,300

$13.5 m

Yes

22,200

$5.6 m

No

0

$0 m

Protective Services
-

Police

Yes

41,300

No

0

$0 m

Yes

63,600*

unknown

-

Fire

Yes

41,300

Partial

9,200

$1.8 m

No

0

$0 m

$19.9 m

Subtotal Protective Services

$1.8 m

unknown

Solid Waste

Yes

41,300

$4.0 m

Yes

63,600

$13.0 m

No

0

$0 m

Transportation

Yes

41,300

$16.8 m

No

0

$0 m

Yes

63,600

$58.0 m

Parks, Recreation and Culture

Yes

41,300

$22.9 m

Yes

63,600

$10.3 m

No

0

$0 m

Water and Sewer Utilities

Yes

41,300

$10.6 m

Partial

1,600

$0.4 m

No

0

$0 m

Development Services

Yes

41,300

$4.7 m

Partial

22,200

$0.7 m

No

0

$0 m

Other

Yes

41,300

$21.6 m

Yes

Varies

$4.2 m

No

0

$0 m

Total Expenditures

$114.0 m

$36 m

*Includes populations served by both municipal forces in Fort St. John and Dawson Creek, and Provincial forces throughout region
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$58 m plus rural
policing

Although municipalities in Northeast BC are clearly fundamental as service providers to industry, they do
not have direct access to much of the industrial tax base in the region in order to fund these services.
This fact was also recognized under the ‘Considerations’ section of the 2005 Fair Share Agreement
wherein it states:
“The Parties (referring to the Province and Peace region) recognize the unique situation of the
Region with respect to limited access to the oil and gas industry property tax base.”
“In particular, the Parties recognize that much of the oil and gas industry is located in areas
outside of municipal boundaries and therefore is not subject to municipal taxes. Municipal
boundary adjustments, inter-municipal tax sharing arrangements, and regionalization of services
cannot adequately address this issue.”

P a g e | 45

5.2 Attempts to Access the Rural Industrial Tax Base
There is an extensive history of attempts to broaden and enhance access to the rural industrial tax base
by municipalities in Northeast BC. Initially, attempts were made to establish sub-regional services (e.g.
library, theatre, recreation) that would be funded by both municipalities and electoral areas. Table 5.2
highlights some of these early attempts to access the rural industrial tax base.
Table 5.2 – Early Attempts to Access Rural Industrial Tax Base
1980

Fort St. John,
Electoral
Areas B / C,
Taylor

Referendum was held in Electoral Areas B and C, Taylor and Fort St. John for the
purposes of funding the library and theatre complex. The referendum failed to pass
in Electoral Areas B, C, and Taylor and was therefore defeated.

October 1996

Peace River
Regional
District

North Peace Service and Tax Study was undertaken to analyse the services
provided by each municipality or electoral area and how they were funded and
supported by tax payers in each jurisdiction. Only phase 1 of the study was
completed. The Electoral Area directors decided not to proceed with the
remaining stages of the study and the project concluded without any examination
or determination of how future services and facilities could be more equitably
provided and financed.

July 15, 2000

Fort St. John

The City of Fort St John and the directors for Electoral Areas B and C
commissioned the preparation of a proposal to regionalize 6 services and facilities
currently funded by the city. The purpose was to establish more equitable cost
sharing arrangements for facilities and services. The six facilities included:

Electoral
Areas B and
C

1.
2.
3.

The North Peace Arena
North Peace Cultural Centre
Curling rink

4. Library
5. Kids Arena
6. North Peace Gymnastics Facilities

The jointly developed proposal was presented to the Electoral Area directors of
Electoral Areas B and C and City Council and the proposed solutions included:
•

•

•

The establishment of a North Peace Services Area which would be
sufficiently large to access the industrial tax base of the North Peace so
that industry would pay its fair share of the cost of providing services to its
workforce.
Implement the “Fairness Concept” established in the North Peace
Services and Taxation Study where taxpayers receiving the same level of
service would pay a uniform tax rate
Creation of a North Peace Service Commission

The Electoral Area directors decided at the conclusion of the presentation that they
would not agree to allow the proposal to be presented to rural residents for a
referendum decision.
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It is noteworthy that there has been limited access to the rural industrial tax base within the PRRD for the
purpose of cost sharing of existing municipal services and facilities. The exceptions have been where
new recreation facilities have been proposed to be funded on a benefiting area basis where the
respective electoral area director has agreed to authorize the holding of a referendum. New recreation
facilities that have been regionalized include Chetwynd Arena, Library and Swimming Pool, the Encana
Sports Centre in Dawson Creek and the North Peace Leisure Pool in Fort St John.
Beyond this the Peace River Regional District benefiting area mechanism has not been utilized to gain
access to the vast unincorporated oil & gas property tax base to benefit residents and businesses within
municipalities nor to address the issue where rural residents do not contribute to the cost of many
municipal services that they utilize.
In view of the inability to access the rural unincorporated oil & gas tax base to support municipal services
and facilities through the Regional District system, the Municipalities in Northeastern BC have undertaken
creative initiatives to gain support from industrial tax payers through the three Fair Share Programs
starting in 1994 and the creation of the Northern Rockies Regional Municipalities in 2009.
In 2015 the Province initiated a unilateral reopening of the current Fair Share Agreement which did not
expire until 2020. A new Peace River Agreement was put in place effective May 2015 which removed
direct linkage to the growth of the oil & gas tax base.
Section 6 of this report provides a more fulsome history of the efforts by municipal Governments in
Northeast BC to access the rural industrial tax base, including both joint local Government initiatives and
individual local Government initiatives.

5.3 Role and Function of Peace River Regional District
5.3.1 OVERVIEW OF REGIONAL DISTRICTS
5.3.1.1 History and Mandate
In 1965, British Columbia established regional districts as a democratic federation of municipalities and
non-municipal rural territories in 29 geographic areas of the province. At the outset, there was no
provincial master plan for where, how or which regional services were to be provided. Instead, this
flexible system was designed for continuous evolution. Over the past 45 years, the system has
developed in response to the specific needs and conditions of each region.
The impetus for regional governance flowed from an early review, the Goldenberg Commission of 1948,
which was charged with reviewing municipal taxation, borrowing and provincial-municipal financial
relations. The Commission also provided comment on regional issues, drawing attention to the
unorganized areas adjacent to many municipalities where uncontrolled development and the
uncompensated use of municipal services required greater regulation. The report also noted that existing
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legislation did not provide enough incentives for inter-municipal co-operation, and that a more
13
comprehensive approach was required.
As a “stop-gap” measure in 1957, prior to the development of new regional district legislation, the
Department of Municipal Affairs (DMA) of the day developed a new Local Services Act. Among other
things, this Act expanded the DMA's local Government role in non-municipal fringe areas. In addition to
land use planning and regulation, the DMA could now provide garbage collection, ambulance and fire
services to residents.
In March 1965, following extensive consultation with local Governments and the Union of BC
Municipalities, the Legislature voted unanimously to support amendments to the Municipal Act that added
a series of provisions for regional districts, including local services in unorganized areas and specified
inter-municipal services. The final legislation reflected a decisive move toward the 'empty vessel'
approach - where regional service responsibilities would not be predetermined but rather would be
selected by the communities themselves.
Over the past 45 years, several major reviews of regional governance have been completed; each
concluding that the regional district form of local Government is needed and can be an effective tool for:
•
•
•

provision of region-wide services;
facilitation of inter-municipal cooperation and the provision of sub-regional services; and,
provision of local Government services for the rural areas of the province.

Of note, regional districts are intended to deal with ‘free rider’ circumstances where residents of rural
areas can use municipal facilities without paying a fair share of the costs, most evident, but not limited to
the case of recreational facilities and services. As well, regional districts facilitate municipal borrowing for
long-term debt through a collective body, and fund hospital-building through service areas broader than
the municipalities in which they were located.

5.3.1.2 Principles Underlying Regional Districts
Regional districts remain as ‘children of the Province’ enabled through the provisions of the Local
Government Act. The Provincial Primer on Regional Districts in British Columbia (2006) describes a
number of principles which underlie this form of local Government. These principles include:
•
•

13

Federal / Confederal – The regional district system is a federation of municipalities and
rural areas and it exists to further the interests of its members.
Voluntary – Regional districts are self-organizing, members have an ability to “write their
own tickets” to provide the services that members or residents agree they should provide,
and there are few mandatory functions.

Ministry of Community and Rural Development. Local Government Department History
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•
•
•

•

Consensual – Service provision is based on agreements and partnerships to do only
what regional district members and the public agree upon.
Flexible – There is a high degree of flexibility to choose which services regional districts
provide, and at what scale.
Fiscal Equivalence – The legislation for regional districts requires a close matching
between the benefits and costs of services, with the intent that residents pay for what
they get, and that each service will have its own cost recovery formula.
Soft Boundaries – Each regional district service has custom boundaries, with the aim of
14
matching cost recovery with the beneficiaries of the service.

5.3.1.3 Regional District Functions
There are certain mandatory functions which are performed by Regional Districts. These mandatory
functions include:
•

Enabling pooling of municipal assets and borrowing through Municipal Finance Authority;

•

Governance of regional hospital districts;

•

Solid waste management, a function which was added to Regional District responsibilities in 1989;

•

Liquid waste management and emergency planning, pursuant to the Environmental Management Act
and Emergency Programs Act, respectively;

•

Corporate and financial administrative functions relating to the above.

Regional planning was also a mandatory function of Regional Districts prior to 1983, when this
requirement was removed from prevailing Provincial legislation due to numerous land use planning
conflicts between Regional Districts and their member municipalities, and also between individual
member municipalities.
There are also a number of optional or voluntary functions which Regional Districts can perform. These
include an extensive array of services which can be provided on a region-wide basis (all member
municipalities and electoral areas), to only electoral areas, or to geographically-defined service areas.
Subject to a formal establishment bylaw and/or specific limitations of the LGA or another Act, a regional
district may operate any service the Board considers necessary or desirable for all or part of the regional
district.

5.3.1.4 Voting and Decision-Making
Regional districts are governed by a board of directors composed of appointees from municipalities and a
director elected from each electoral area. The municipal directors serve on the regional board until council
decides to change the appointment. Their alternates are also appointed by council. The directors from the

14

Ministry of Community and Rural Development. Primer on Regional Districts in British Columbia.
2006. Available at: http://www.cd.gov.bc.ca/lgd/pathfinder-rd.htm
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electoral areas serve for a four-year term. Their alternates are unelected appointees chosen by the
electoral area director. The total number of directors on the board is determined by the population of the
electoral area or the municipality which sets out the “Voting Unit” population in the Letters Patent
establishing the regional district.
The chair of each regional district is elected by, and from, the directors each December. Collectively, the
regional district board is a decision-making body that, through resolutions and bylaws, is responsible for
the services provided by the regional district and the actions taken by the corporation. As the board is
concerned with the public interest from a regional perspective, there is often a need for board members
to balance their vision with the concerns expressed by the people and organizations affected by their
decisions.
There are two main types of votes taken by a regional district board:
•

Corporate vote – all Directors (municipal and electoral area) vote on the basis of ‘one director – one
vote’;

•

Stakeholder vote – only those directors that participate in the service-in-question vote (they are the
stakeholders), and do so through a weighted vote (where weighting is according to population).
Weighted votes are also used for budget approval.

5.3.1.5 Maintenance of Accountability
As noted earlier under the discussion of ‘Principles Underlying Regional Districts’, these forms of local
Government are federations of municipalities and rural electoral areas. As such, municipal board
members must balance accountability to their municipalities and accountability to the broader public.
There are numerous mechanisms utilized to maintain accountability, including information sharing, coordinated decision-making, Council-to-Council meetings and public engagement.

5.3.2 UNIQUE ATTRIBUTES OF PEACE RIVER REGIONAL DISTRICT
The Peace River Regional District (PRRD) encompasses approximately twelve million hectares (46,000
square miles) in Northeast BC. The PRRD membership includes seven municipalities (Chetwynd,
Dawson Creek, Fort St. John, Hudson’s Hope, Pouce Coupe, Taylor, Tumbler Ridge) and four rural
electoral areas. There are several unique attributes to the PRRD:
•

Nature of Industry – The PRRD includes vast coal, natural gas, petroleum, and mining
resources, primarily located in the rural electoral areas. There are also some contained mines
and manufacturing located within municipal boundaries.

•

Service Centres – The PRRD municipalities function as service centres for the dispersed
industrial activity that occurs throughout the region.
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•

Industrial Tax Base – The PRRD has a very large industrial tax base compared to other regional
districts throughout the Province. To put this in context, research by Resource Works revealed
that the Northeast BC region (PRRD and Northern Rockies) contains 88% of the 32,000 industrial
properties in the entire province.

•

Access to Bulk of Industrial Tax Base – Since the vast majority (89%) of the industrial tax base
is located in the electoral areas, the PRRD municipalities do not have direct access to this
industrial tax base. Outside of municipalities, industrial properties are subject to the Provincial
Rural Tax and any applicable taxes for PRRD regional, subregional, and electoral area services
(in addition to other rural area taxes such as school taxes and hospital taxes).

•

Challenges in Past Attempts to Access Industrial Tax Base – As noted above in the historical
overview, the PRRD’s member municipalities have experienced significant challenges in the past
in their attempts to access the industrial tax base in the region.

5.3.3 PRRD FUNCTIONS – MANDATORY AND VOLUNTARY
The Peace River Regional District performs a wide range of functions. Most services are voluntary, with
the exception of general Government (which also encompasses municipal borrowing and hospital
district), solid waste, and emergency planning.
Services in Which All Member Municipalities and Electoral Areas Participate
•

General Government

•

Development Services

•

Solid Waste Management

•

Regional Parks and Recreation

•

Other (911, Weed Control, Grants, etc.)

Services in Which All Electoral Areas Participate (No Municipalities)
•

Health (Cemeteries)

•

Other (Grants, Emergency Planning, etc.)

Services in Which Specific Electoral Areas or Service Areas Participate (No Municipalities)
•

Protective (Fire Protection)

•

Parks and Recreation

•

Utilities (Water and Sewer)

•

Other (Animal Shelter, TV Services, etc.)
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Shared Services Between Municipalities and Electoral Areas
•

Chetwynd – Recreation Complex, Arena, Leisure Centre, Library, Chetwynd Rural Fire Protection,
TV, Scramble Vision

•

Dawson Creek/Pouce Coupe – Subregional Recreation, Rural Fire Protection, South Peace Multiplex

•

Taylor – Taylor Rural Fire Protection

•

Fort St. John – Fort St. John Rural Fire Protection, North Peace Leisure Centre and Pool, Airport
Water and Sewer

5.3.4 FUNDING OF FUNCTIONS
As indicated previously, one of the unique characteristics of the PRRD is the strong industrial tax
assessment base. In total, the PRRD has an industrial tax assessment base of nearly $4 billion. As
illustrated in Table 5.3, this industrial tax assessment base is significantly higher than the industrial tax
assessment base in comparable regional districts.
Table 5.3 – Comparative Industrial Tax Base for Regional Districts (2014)
Industrial Tax
Assessment Base
1
(General Purpose)

Electoral Area
2
Population

Industrial Tax
Assessment (per
person – rounded)

$3,794,000,000

22,215

$170,000

Fraser – Fort George

$674,000,000

15,118

$45,000

Kitimat – Stikine

$265,000,000

16,407

$16,000

Cariboo

$589,000,000

39,748

$15,000

Bulkley – Nechako

$277,000,000

20,067

$14,000

Skeena – Queen Charlotte

$32,000,000

3,500

$9,000

Regional District Electoral Areas

Peace River

Notes: 1 Industrial tax assessment base amounts for Classes 2,4 and 5, obtained from Ministry of Finance Surveyor of Taxes.
2

Population statistics from BC Stats

Funding of Peace River Regional District functions is heavily reliant on contributions from industry. Table
5.4 illustrates the contributions from industry (including utilities, major industry and minor industry) versus
other property classes the industrial tax assessment base. As shown, the contributions from industry
provide the majority of funding for PRRD services.
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Table 5.4 – Funding of Select PRRD Services
Select PRRD Service Examples

Industry

Other

General Government

80%

20%

Solid Waste and 911 (charge on Improvements Only)

79%

21%

Grants-in-Aid for Recreation and Culture

80%

20%

Emergency Planning

85%

15%

Clearview Gym

86%

14%

Buick Creek Arena

90%

10%

Chetwynd Arena (Rural Area Contribution)

87%

13%

South Peace Multiplex (Rural Area Contribution)

86%

14%

FSJ Leisure Centre and Pool (Rural Area Contribution)

80%

20%

Region-Wide Services

Services to Electoral Areas Only

Specific Benefiting Areas

Shared Service Arrangements

5.3.5 A NOTE ABOUT DECISION-MAKING FOR SHARED SERVICE
ARRANGEMENTS
Shared service arrangements can provide opportunities to increase the effectiveness and efficiency of
local Government service provision, and to ensure that benefiting parties contribute towards the
respective services. However, as noted above, regional district service delivery largely operates on a
voluntary, consensual basis, and the establishment and ongoing management of shared service
arrangements is reliant on the initiative and agreement of regional district members. To establish a
service, agreements between jurisdictions are required on issues such as:
•
•
•
•

The nature and scope of services to be provided;
The production/operation of services;
Decision-making; and,
Allocation and recovery of costs.

If participating jurisdictions have difficulty in developing agreement on these issues, shared service
arrangements may be at risk of failure. Further, establishment bylaws require the assent of electors (or in
some cases the Electoral Area Director on behalf of the electors) residing in unincorporated areas. The
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assent requirements can be difficult to achieve in situations where residents are already benefiting from
the service or would benefit from the service regardless of whether they contribute to the service or not. It
can also be difficult to achieve assent if electoral area residents would not benefit from the service to the
same extent that municipal residents would benefit from the service.
There are also several additional challenges to the establishment of shared services arrangements.
These challenges include:
• Concerns over loss of control. Shared service arrangements require a sharing of control.
Jurisdictions entering shared service arrangements may feel that they are losing their ability to
control various aspects of their services, such as rates and the level of service. In some cases,
jurisdictions may also be reluctant to give up a function in which they have a history of
accomplishment or considerable past investment by volunteers.
• Uncertainty of control or responsibility during emergencies. Certain services (e.g. water, fire
protection) are extremely important in times of emergency. Jurisdictions may be reluctant to give
up full control of these services given their importance to the community in times of emergency.
• Perceived loss of accountability. In shared service delivery, there may be concerns about more
complex lines of authority, decision-making process, and communications processes.
• Perceived political risk. If there is conflict associated with the establishment of shared services,
there may be a perception that the political risk of establishing the service outweighs the potential
benefits of regional service delivery.

5.3.6 A NOTE ABOUT TAX RATE DIFFERENTIALS BETWEEN SERVICE CENTRE
MUNICIPALITIES AND ADJOINING RURAL AREAS
As identified previously, the tax rate differentials between municipalities and electoral areas are one of the
most significant challenges affecting the ability of municipalities to access the rural industrial tax
assessment base. Table 5.5 illustrates the significant differences between annual taxes within
municipalities versus electoral areas for representative properties within the PRRD. Due to the significant
differential between property taxes in municipalities versus the electoral areas, there is often little
incentive for electoral area properties to consider boundary extensions to be included within municipal
jurisdiction.
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Table 5.5 – Annual Tax Bill (2014 values)
Fort St. John

Dawson Creek

Chetwynd

Property Class
City
1 – Residential

Fringe

City

Fringe

District

Fringe

$2,102

$557

$2,357

$501

$2,177

$1,019

$106,946

$22,900

$110,981

$20,747

$130,386

$41,162

4 – Major Industry

$30,857

$9,579

$19,191

$8,979

$24,985

$15,444

5 – Light Industry

$28,387

$7,149

$19,191

$6,549

$24,985

$13,014

2 – Utilities

Fringe as %
Municipality

of

26%

30%

48%

Note – representative assessed values are $350,000 for residential, $2.5 million for utilities, and $1
million for major and light industries.

5.4 Industrial Taxation by Northeast BC Municipalities
The municipalities of Northeast BC have varying levels of industrial assessment and associated taxation
within their boundaries. The purpose of this section of the report is to elaborate on this situation for these
municipalities, as well as for comparable or ‘benchmark’ municipalities in other parts of the Province.
With respect to municipalities in the Peace River region, information is presented both without and with
funding from the Province under the Fair Share Agreement (MoU). This MoU provides a grant-in-lieu to
communities in the Peace River region in recognition of their role as service centres to industry, their
limited access to the oil and gas industry property tax base, and their challenges in sustaining community
infrastructure to support their service centre role.
Northern Rockies Regional Municipality (NRRM) signed an Infrastructure Development Contribution
Agreement (IDCA) with the Province in April 2013. While the IDCA came into effect immediately, funding
from the Province was not expected to flow until 2015 – 2016. The first annual infrastructure
development plan was submitted to the Province for inclusion in the 2015 / 2016 budget deliberations.

5.4.1 INDUSTRIAL ASSESSMENT BASE
The 2014 industrial assessment bases (which comprise Class 2 – Utility, 4 – Major Industry and 5 – Light
Industry) for the Northeast BC municipalities and their comparable benchmarks are shown in Table 5.6.
This table also illustrates the industrial assessment bases within the North Peace (Electoral Areas B and
C of the Peace River Regional District (PRRD) and South Peace (Electoral Areas D and E of the PRRD)
sub-regions. In all instances, both total and per capita values are presented.
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Table 5.6 – Industrial Assessment Bases in Northeast BC and Comparable Benchmark
Communities in 2014
Industrial Assessment Base (2014)
Community
Total ($ millions)

1

Per Capita

2

Northeast BC Communities
Northern Rockies

$1,472.7

$269,922

Tumbler Ridge

$174.9

$62,790

Taylor

$66.1

$44,422

Chetwynd

$66.1

$24,266

Hudson’s Hope

$66.4

$63,908

Fort St. John

$52.8

$2,605

Dawson Creek

$40.4

$3,289

Pouce Coupe

$0.5

$669

North Peace (Electoral Areas B and C)

$2,217.0

$168,580

South Peace (Electoral Areas D and E)

$1,663.0

$183,473

Port Alberni

$95.5

$5,695

Quesnel

$128.1

$12,894

Powell River

$106.6

$7,932

Mackenzie

$66.2

$18,925

Castlegar

$154.3

$19,879

Williams Lake

$55.4

$5,088

100 Mile House

$28.0

$14,902

Kitimat

$443.1

$52,983

Trail

$194.2

$26,550

Sparwood

$141.2

$36,934

Elkford

$104.5

$41,029

Fernie

$2.6

$573

$126.8

$61,020

$127.1

$10,298

$9.5

$17,241

Forestry Communities

Mining Communities

Logan Lake
Other Northern Communities
Prince Rupert
Port Edward
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Notes:
1

2

Industrial general purpose assessments for Classes 2, 4 and 5, sourced from BC Ministry of Community Development, Local
Government Statistics, Schedule 701, 2014, except North and South Peace which are hospital assessments from Peace River
Regional District.
Per capita values calculated using BC Stats population estimates.

5.4.2 INDUSTRIAL PROPERTY TAXATION REVENUE
It is instructive to look at industrial property taxation revenue (from Classes 2, 4 and 5) from both short
and long-term perspectives. Table 5.7 depicts both total and per capita revenues for 2014. Fair Share
Agreement amounts for the Peace River municipalities in Northeast BC are also included.
Table 5.7 – Industrial Property Taxation Revenue in Northeast BC and Comparable Benchmark
Communities in 2014
Industrial Tax Revenue (2014)
Community

Taxation
1
($ millions)

Including
Contribution from
3
Province

Per Capita
Taxation

2

Including
Contribution
3
from Province

Northeast BC Communities
Northern Rockies

$23.8

Tbd

4

$4,363

Tumbler Ridge

$8.9

$10.3

$3,207

$3,696

Taylor

$2.5

$3.6

$1,697

$2,457

Chetwynd

$1.2

$3.7

$424

$1,351

Hudson’s Hope

$1.5

$2.1

$1,445

$2,005

Fort St. John

$1.5

$22.5

$75

$1,113

Dawson Creek

$0.9

$13.9

$73

$1,128

Pouce Coupe

$0.01

$0.9

$13

$1,189

Tbd

4

Forestry Communities
Port Alberni

$5.0

$300

Quesnel

$9.5

$958

Powell River

$2.4

$176

Mackenzie

$2.5

$711

Castlegar

$2.7

$352

Williams Lake

$4.0

$368

100 Mile House

$1.3

$674
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Mining Communities
Kitimat

$15.7

$1,874

Trail

$7.8

$1,066

Sparwood

$4.2

$1,086

Elkford

$3.2

$1,259

Fernie

$2.8

$614

Logan Lake

$1.6

$784

Prince Rupert

$3.0

$240

Port Edward

$0.9

$1,686

Other Northern Communities

Notes:
1
Industrial tax revenue for Classes 2, 4 and 5, sourced from BC Ministry of Community Development Local Government
Statistics, Schedule 707, 2014; values include tax sharing where applicable.
2
Per capita values calculated using BC Stats population estimates.
3
Peace River MOU 2014 values sourced from Peace River Regional District.
4
Northern Rockies contribution under Infrastructure Development Contribution Agreement being finalized by Province (as of
December 2014).

Table 5.8 provides a long-term perspective by setting out industrial taxation revenue for the period 1985 –
2014 for each of the municipalities. The exception is Northern Rockies Regional Municipality which
transitioned from a two-tier local Government (Northern Rockies Regional District and Town of Fort
Nelson) to a single-tier Regional Municipality in February 2009. This transition presented challenges in
gathering industrial taxation information for the community over the period 1985 to 2009. Once again,
Fair Share Agreement amounts for the Peace River municipalities in Northeast BC are also included.
Table 5.8 – Industrial Property Taxation Revenue in Northeast BC and Comparable Benchmark
Communities – 1985 – 2014
Total Revenue ($ Millions)
Municipality

Without Fair
Share
1
Agreement

With Fair
Share
Agreement

Per Capita
Population
3
2014
3

Without Fair
Share
1
Agreement

With Fair
Share
Agreement

2

Northeast BC Communities
Northern Rockies

4

N/A

N/A

Tumbler Ridge

$128.8

$145.6

2,785

$46,248

$52,280

Taylor

$77.7

$84.0

1,488

$52,218

$56,452

Chetwynd

$38.1

$61.8

2,724

$13,987

$22,687

Hudson’s Hope

$19.1

$26.0

1,039

$18,383

$25,024

Fort St. John

$17.6

$199.3

20,268

$868

$9,833

Dawson Creek

$15.8

$140.8

12,285

$1,286

$11,641

Pouce Coupe

$0.2

$10.3

748

$267

$13,770
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Subtotal

$297.3

$667.8

41,337

Forestry Communities
Port Alberni

$197.9

16,769

$11,802

Quesnel

$162.1

9,935

$16,316

Powell River

$144.9

13,439

$10,782

Mackenzie

$87.7

3,498

$25,071

Castlegar

$87.2

7,762

$11,234

Williams Lake

$69.3

10,888

$6,365

100 Mile House

$21.5

1,879

$11,442

Subtotal

$770.6

64,170

Kitimat

$325.6

8,363

$38,933

Trail

$122.5

7,307

$16,765

Sparwood

$97.5

3,823

$25,504

Elkford

$83.2

2,547

$32,666

Fernie

$27.1

4,538

$5,972

Logan Lake

$23.0

2,078

$11,068

Subtotal

$678.9

28,656

Prince Rupert

$153.9

12,342

$12,470

Port Edward

$15.5

551

$28,131

Subtotal

$169.4

12,893

Mining Communities

Other Northern Communities

Notes:
1
Industrial tax revenue for Classes 2, 4 and 5, sourced from BC Ministry of Community Development Local Government
Statistics, Schedule 707, 1985 to 2014; values include tax sharing where applicable.
2
Peace River MOU annual values sourced from Peace River Regional District.
3
Population values from BC Stats.
4
Northern Rockies industrial property tax revenues not available (N/A) for the period 1985 to 2009.

5.4.3 RELIANCE ON INDUSTRY FOR MUNICIPAL REVENUES
The Northeast BC municipalities and their benchmarks elsewhere rely to varying degrees on industrial
taxation as a source of revenue. Table 5.9 below illustrates this reliance from two viewpoints – as a
proportion of tax revenue (for 2014), and as a proportion of all revenue (for 2013, as comparable
information for all benchmark communities is not available for 2014 at the time of writing). In the latter
instance (proportion of all revenue), funds made available to the Peace River municipalities under the Fair
Share Agreement for 2013 have also been included and shown separately.
Table 5.9 – Municipalities’ Reliance on Their Industrial Tax Base
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Reliance on Industrial Tax Base

Community

% of Property Tax Revenue
1
(2014)

% of All Revenue

2

Without Fair Share
Agreement

Without Fair Share
Agreement

With Fair Share
Agreement

Northern Rockies

78%

66%

Tumbler Ridge

84%

62%

65%

Taylor

84%

37%

45%

Chetwynd

44%

20%

42%

Hudson’s Hope

74%

28%

36%

Fort St. John

6%

3%

30%

Dawson Creek

6%

3%

29%

Pouce Coupe

3%

1%

41%

Port Alberni

25%

14%

Quesnel

66%

40%

Powell River

17%

9%

Mackenzie

62%

29%

Castlegar

40%

18%

Williams Lake

34%

16%

100 Mile House

49%

18%

Kitimat

75%

64%

Trail

68%

41%

Sparwood

68%

33%

Elkford

71%

45%

Fernie

36%

22%

Logan Lake

73%

25%

Prince Rupert

21%

7%

Port Edward

80%

18%

Northeast BC Communities

Forestry Communities

Mining Communities

Other Northern Communities

Notes:

1

Industrial property tax revenue information for Classes 2, 4 and 5, sourced from BC Ministry of Community Development
Local Government Statistics, Schedule 707, 2014.
2
total revenues sourced from BC Ministry of Community Development, Local Government Statistics, Schedule 401, 2013.
Industrial property tax revenue information derived from Schedule 707, 2014.
3
Peace River MOU 2013 values sourced from Peace River Regional District.
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5.5 Industrial Tax Variability in Tumbler Ridge
The District of Tumbler Ridge was incorporated in 1981. The District’s industrial property assessment
base principally comprises coal mining operations and their associated activities. The changing viability
of Tumbler Ridge’s coal mines, which are impacted directly by world coal prices, has in turn led to
variability in the strength of the District’s industrial assessment base and revenue from industrial taxation.
This variability over the 1985 to 2014 period is shown in the following Figure 5.2.
In addition, this graph illustrates the proportion of the Fair Share Agreement annual municipal allotment
received by the District over the period 1995 to 2014. The relationship between falling industrial taxation
revenue and an increasing proportion of Fair Share funding to Tumbler Ridge is clearly evident in the mid2000s, and illustrates how effectively the formula set out in the MoU functions. As industrial tax revenues
recovered from 2007 onward, Fair Share funding diminished.
Figure 5.2 – District of Tumbler Ridge Industrial Property Tax Revenue – 1985 to 2014

P a g e | 61

6.0 Historical Review of Municipal Efforts to
Access Industrial Tax Base
6.1 The Issue of Accessing the Industrial Tax Base
Northeast BC is a unique region in the Province. It is undoubtedly the region with the greatest diversity
and most extensive of natural resources which have been developed to the benefit of the entire province.
It is also unique from the perspective that the major service centres in the region have relatively small
boundaries which do not include much of the industrial development which the service centers support.
Historically, the region’s character and geography has resulted in demand for services by the industrial
workforces and the industries themselves without the ability of the municipalities to raise the required tax
revenue from industry to pay for such services. While municipal servicing costs were growing rapidly, the
municipalities could not access the vast industrial tax base in the rural areas. The inability to generate
adequate tax revenues allowed large infrastructure deficits to develop in communities such as Fort St.
John, Dawson Creek, Fort Nelson and Chetwynd.
Efforts to address the lack of access to the extensive rural tax base have taken many forms within the
region. Some of these efforts have been successful while others have not. Some of the initiatives have
been taken jointly by the local Governments of the region while other initiatives have been taken by the
individual municipalities themselves. This section provides a summary of the actions which municipalities
in the region have taken to establish adequate tax base support to enable them to support ongoing
industrial development in the region.

6.2 Joint Local Government Initiatives in Northeast BC
6.2.1 THE SEMMENS AND ADAMS STUDY
In 1991, a study was initiated by the Fort Nelson Regional District in conjunction with the Peace River
Regional District to research the unique disconnect between the rural oil & gas industry and the
municipalities which functioned as their key service centres.
This study, completed in 1992 by the consulting firm Semmens and Adams came to the following
conclusions:
•

North East B.C. is one of the richest industrial regions in B.C.

•

The majority of the industrial workforce resides WITHIN municipalities.

•

Most of the industrial tax base lies OUTSIDE of municipal boundaries.

•

The majority of the industrial tax base elsewhere in B.C. is incorporated within municipalities.
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•

Residential tax rates in some municipalities are significantly higher than the rest of the province
due to the poor industrial tax bases.

•

Industrial tax rates for rural industries are considerably lower than those paid by industry
incorporated within municipal boundaries.

•

Access to the industrial tax base within the region is inequitable.

The report clearly demonstrated that while municipalities in North East B.C. accommodated the
workforces and provided services to industry, they did not have the tax base support from the industries
that they were serving. While the Peace River service centres decided to pursue the authority to
establish variable tax rates in order to directly tax rural industry, the Town of Fort Nelson decided to
pursue the creation of a single tier municipal Government which would also have provided it with direct
taxation powers on a broader industrial tax base.

6.2.2 FAIR SHARE I - 1994-1997
Creating a New Provincial Infrastructure Funding and Industry Competiveness Policy 1991-1994
(First Fair Share Agreement - Appendix C)
In February of 1991, the Council of the City of Fort St. John authorized the mayor to write the PRRD
proposing the establishment of a sub-committee on rural taxation issues. The mayor was appointed as a
one man subcommittee to develop terms of reference for the study in conjunction with the FNLRD.
The committee was eventually expanded and was given the mandate to explore the establishment of a
number of regional servicing arrangements including a general Government extended services function,
the provision of library services, solid waste, cemeteries and regional policing consistent with the
following principles:
•

The initiative was to be pursued through regional district structures.

•

It should be achieved within Provincial Government legislation.

•

It should be founded on established precedents.

•

There should be no losers—existing revenue sharing arrangements/programs should not be
affected.

•

Existing jurisdictional integrity should be respected.

•

The proposed general Government extended service to be levied on Classes 2, 4 and 5 only.

At this point, the Town of Fort Nelson reviewed the mandate and objectives of the committee which was
to obtain approval from the Province for PRRD municipalities to directly tax the regional industrial tax
base. In view of this objective, the Town of Fort Nelson decided not to continue its involvement in the
initiative but rather to pursue the creation of a single tier local Government which would provide the town
with the same ability to tax the regional industrial tax base.
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A committee consisting of the administrators of Dawson Creek, Fort St. John and the PRRD was
established to support the committee in undertaking research, analysis and other investigations. This
committee came to be known as the 3M committee.
Drawing on the conclusions of the Semmens and Adams study, the 3M Committee prepared a report
entitled “Toward Taxation Equity” and submitted the report to the PRRD board. The board reviewed the
outcome of the study and determined that the most equitable solution would be the establishment of a
regional industrial tax base pool. Under this proposal, industry in North East B.C would pay property taxes
equivalent to 75% of average provincial industrial tax rates. The revenue generated from industry would
be placed in a shared tax pool and allocated to municipalities and electoral areas on the basis of
population and existing industrial assessment.
The Industrial Tax Committee presented its findings and recommendations to the PRRD board in January
of 1993. The board considered the recommendations of the committee and made the following decisions:
•

Approval in principle was given to the creation of an Extended General Government Services
function.

•

Approval in principle was given to a formula for the phasing in of industrial tax rates as well as for
a formula for allocating the revenues.

•

Industrial Tax Committee was authorized to proceed with meetings with the Minister of Municipal
Affairs and with industry representatives.

Numerous meetings and negotiations took place in 1992 to 1994 with the Provincial ministers, area MLAs
and industry representatives including CAPP with the focus on establishing a general services function
within the region based on the findings of the Semmens and Adams report.
Through discussions with Provincial Government representatives, it became evident that the Government
recognized both the value of the service centres to future economic development of North East B. C. as
well as the service centers’ inability to access the industrial tax base.
On December 15th, 1994 a memorandum of understanding (MoU) was signed between the PRRD and
the Provincial Government. In the memorandum of understanding, the Provincial Government
acknowledged the unique situation in the PRRD in which service centres do not have adequate access to
the tax base of the industries they serve. The Provincial Government also recognized the important role
that the service centres play in the economic development of the region and the fact that the
infrastructure in the major service centres was inadequate and deteriorating.
However, the memorandum of understanding did not give the local Governments of the PRRD what they
were asking for---the ability to tax industry (Classes 2, 4 and 5) directly in the region. Rather, the
Provincial Government agreed to levy a provincial tax on behalf of the PRRD under the Taxation (Rural
Area) Act to be capped at a rate which would generate $2M in annual revenues.
The Provincial Government also agreed to provide a grant equal to the annual tax levy. Collectively,
these funds ($4M) were called the “Peace River Local Government Infrastructure Tax” and were to be
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shared among the local Governments and electoral areas on the basis of an allocation formula
established in the memorandum for the purposes of improving community infrastructure.
While the MoU provided a modest increase in revenues for the PRRD municipalities as well as the
electoral areas, it fell short of the demands of local Government on three fronts:
•

It was a grant from the Provincial Government to local Government. The MoU did not give
local Government control when it comes to establishing the revenue it wished to raise from
industrial assessment. A major concern was that as growth continued, local Governments would
not be in a position to generate additional revenues to offset the cost of growth unless they
persuaded the Provincial Government to increase the grant.

•

It was not a permanent solution in that the Provincial Government could at any time,
without the consent of local Government, terminate the agreement and the grant. The MoU
clearly anticipated that the grant was an interim solution and that local Governments of the PRRD
should seek a permanent solution by the incorporation of the industrial tax base.

•

The level of funding was inadequate in addressing the growing infrastructure costs of the
two largest municipalities. The City of Fort. St. John at the time of the finalization of the MoU
had an infrastructure deficit approaching $100 M. The City of Dawson Creek also had serious
infrastructure issues. The $4M in funds to be shared among the municipalities and electoral
areas was viewed as totally inadequate by the larger municipalities.

At best, the MoU was seen by the major service centres of the PRRD as a reasonable first step but not
the the solution it had requested. In fact, this point is even acknowledged by the Provincial Government
in the MoU in that it indicates that the agreement is a temporary solution which must be replaced by a
permanent solution. The MoU states:
“The parties agree to expedite the restructure process by pursuing the incorporation of major
industrial properties subject to the following principles:


That the incorporation process be negotiated by the parties on a specific community and on a
major industry site by site basis;



That costs be distributed equitably to all property classes to support infrastructure
development and improvements to meet the needs of industry and the residents of the
regional district;



Recognition be given to commitments to local and extended service areas, tax sharing
agreements and potential future services, with rural area directors being fully involved in the
restructure process; and



That equitable tax sharing agreements be pursued to help distribute taxation revenue on a
linked sub regional basis”

While the PRRD local Governments were successful in negotiating the 1994 Fair Share I MoU with the
Provincial Government, efforts to create a single tier municipal Government by the Fort Nelson Town
Council and the FNLRD board proved unsuccessful due to the resistance of the Provincial Government.
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In essence, the Provincial Government, by signing the MoU, established a new provincial policy in
respect to infrastructure issues and the ability of oil and gas dependent local Governments to tax regional
industry directly. This policy indicated that the Provincial Government was not prepared to see local
Government access the regional industrial tax base directly but to offer a grant in lieu of such access.
This was later given the term “virtual access” by a provincial facilitator appointed by the Provincial
Government to re-negotiate the MoU in 2005. The provincial policy enabled the Provincial Government to
control tax rates and to ensure that industrial tax rates remained competitive so as not to deter investment
by the oil and gas industry.

6.2.3 FAIR SHARE II - 1998-2004
Re-negotiation of the Initial MoU (Second Fair Share Agreement - Appendix D)
The 3M Committee, after reviewing the implications of the MoU, recommended to the Industrial Tax
Committee of the PRRD to restart the negotiations with the province to increase the level of funding made
available through the initial MoU. It also recommended that additional analysis be undertaken to more
fully document the manner in which services are presently provided and funded in the North Peace.
In 1996, based on the recommendation of the 3M Committee, the PRRD initiated the North Peace
Taxation and Servicing Study. The study was to be undertaken in three phases. The first phase
consisted of researching and documenting baseline information on the services provided, the cost of
services and the method through which the costs are recovered from those benefiting from the services.
The second phase was directed to presenting the findings of the research to the public and consulting
with the public of the region on servicing and funding issues. In the third phase, an action plan was to be
prepared to develop a more equitable and cost effective approach to the provision and funding of
services.
The study process was overseen by a committee consisting of elected representatives from each
municipality and the electoral areas of the North Peace. Unfortunately, the study, which was intended to
provide a blue print for developing a more equitable basis for sharing the costs of services, did not
proceed beyond the first phase due to the lack of support from the electoral area directors, the District of
Hudson’s Hope and the District of Taylor.
In 1997, due to continuing deterioration of municipal infrastructure and the lack of adequate funding
provided through the 1994 MoU, the Industrial Tax Committee of the PRRD began to aggressively pursue
increased funding through the renegotiation of the initial MoU. A letter from the local Governments was
th
sent to the newly appointed Minister of Municipal Affairs and Housing on February 24 , 1997 requesting
that the Provincial Government grant the initial request of the municipalities and electoral areas of the
PRRD to establish a general Government services levy on Classes 2, 4, and 5 through the regional
district. The local Governments continued to deliberate the ongoing issues related to the incorporation of
th
the rural industrial tax base and adopted a series of policies on April 24 , 1997. The policies were as
follows:

P a g e | 66

•

•

That, the first and primary objective to be pursued through the Fair Share Industrial Program
should simply be to achieve an increase in the tax rate in the Peace River Local Government
Infrastructure tax levy to a level whereby each municipality has the equivalent of 50% of their
property tax dollars contributed by the Industrial Tax base (Classes 2, 4 and 5). That the local
Governments goes on record as being amenable to developing an accord with the major
industries based on the following principles:
That the local Governments will reciprocally acknowledge the onerous property and school
tax, royalty and lease regime and other taxation imposed on industry by the province if and
when industry acknowledges their ongoing obligation to support the costs of local
infrastructure and services through the municipal and regional property tax system.
That the local Governments will acknowledge that the economic competitive health of the oil
and gas industry is of paramount importance and that local Government must play an active
and aggressive role in lobbying the province for correction of inequitable assessment
policies that are threatening the ability of industry to compete internationally.
That the purpose of the Fair Share Communications program be to conduct a regional and
province-wide information and awareness campaign to ensure all B.C. communities and residents
are aware of the major property tax inequities and the severe infrastructure deterioration being
experienced by the Peace River communities as a direct consequence of the oil and natural gas
industries being allowed to avoid paying equitable property tax support to local communities in
like manner to what other industries pay through the rest of the province.

“That the local Governments base its future actions, policing and decisions relating to:
•

A general increase in the Peace River infrastructure tax levy;

•

Regionalization of services; and

•

Incorporation or tax sharing agreements

on the principles and process they have already formally agreed to in a Memorandum of Understanding
dated December 15, 1994.”
Negotiations began with the Provincial Government to increase the level of funding available to local
th
Government on the basis of the policies established at the April 24 board meeting. Again, the Town of
Fort Nelson and the FNLRD were not part of the renegotiation of the MoU given their continued interest in
pursuing the establishment of a single tier local Government that had direct taxation powers over a
broader industrial tax base.
In 1998, the Provincial Government agreed to a second MoU which provided the municipalities and
electoral areas of the PRRD with $113.5 M over ten years, which was agreed to by all local Governments.
Again, the second MoU did not change the fundamental provincial policy or arrangement established in
the 1994 Fair Share I MoU in that it remained a grant from the Provincial Government. It also did not
change the formula for allocating the revenue among the municipalities and electoral areas.
There was considerable debate among the municipalities and electoral areas during the negotiations on
the allocation formula. The larger service centres, such as Fort St. John and Dawson Creek, wished to
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see the criterion of financial need emphasized to a greater degree than it had in the first MoU. In view of
the debate among the municipalities and electoral areas, the Provincial Government decided to enshrine
the allocation formula within the agreement so that it could not be amended by the municipalities and
electoral areas. The concerns that remained were:
•

it did not provide for direct taxation of industry by local Government;

•

it did not allow revenues to reflect growth and increases in servicing costs;

•

it provided no local autonomy as the Provincial Government was in control of the grant; and

•

it provided no certainty to local Government in planning for long terms servicing needs.

6.2.4 MAJOR PROVINCIAL DOWNLOADING ONTO MAJOR CITIES IN THE PEACE
REGION AND POLICING COST INCREASES IN FORT ST JOHN
With the additional funding available through the 1998 MoU, the larger service centres in the PPRD were
able to increase the revenues allocated to the improvement of their infrastructure. However, even with
the increased funding through the 1998 MoU, the service centres, particularly the City of Fort St. John,
were still having difficult addressing the large infrastructure deficits within their boundaries. Other events
also began to erode the financial gains made by the major service centres through the 1998 MoU. For
example:
•

In 1999, a decision was made by the Provincial Government to phase-out revenue sharing grants to
municipalities with a population greater than 5,000.

•

Responsibility for maintaining secondary highways was downloaded by the Provincial Government.

•

The Provincial Government required any improvements along the Alaska Highway to be shared
between the province and the municipalities.

In addition, Fort St John saw their policing costs increased due to going over 15,000 population threshold.
As a result the City of Fort St. John’s was required to assume 90% of the contract policing costs resulting
in annual costs of $2.8M.
th

On January 15 , 2002, elected officials of the PRRD local Governments met with the provincial cabinet in
Fort St. John and made a presentation outlining their concerns and priorities. The topics were addressed
in the presentation:
•

The tremendous economic potential of North East B.C.

•

The economic threats posed by growing Alberta based service centres.

•

The lack of access to the industrial tax base by the region’s service centres.

•

The limitations and problems of the 1998 MoU.
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•

The need for vibrant, well serviced and funded service centres in North East B.C. to support
economic development.

•

The limitations of the present governance system with specific emphasis on the need to obtain
consent from rural areas on all sub regional and regional service arrangements.

•

The local Government’s excellent record in cooperating with the Provincial Government when it
has been given the legislative tools.

The Cabinet was informed that local Governments in North East B.C. were united on fully regionalizing
policing and ensuring that regional transportation issues are resolved in a manner which both involves
and benefits local Government. The Cabinet was also informed that the ability of local Government to
support the major plans announced by the province in North East B.C. would depend on two things:
•

Local control of the tax base.

•

Fully empowered local Government including strong regional districts and strong municipalities.

6.2.5 FAIR SHARE III - 2005 - 2020
6.2.5.1 Re-opening the 1998 Fair Share Agreement (Third Fair Share Agreement Appendix E)
Establishing a Regional Coalition
The meetings with cabinet and the various individual ministers had a unifying affect in the region and
resulted in a greater degree of cooperation among local political representatives. It was agreed that the
“3M” Committee, which had proven effective during the initial MoU negotiations should again be
reactivated. The “3M” committee was to consist of the administrators or city managers of the City of
Dawson Creek, the City of Fort St. John, the PRRD and the District of Taylor who would represent the
interests of the smaller municipalities of the region. A new term of reference was established for the 3M
Committee and a new mandate was given to it.
The mandate of the new 3M committee was to bring recommendations to the local Government elected
officials on a number of topics including:
•

Regional funding of policing services.

•

Regional transportation and roads.

•

Submissions to the Community Charter process.

•

Re-opening the 1998 MoU to provide a more permanent solution

•

Liaison with industry.

In carrying out its mandate, the “3M” Committee was to carry out various functions including research, the
preparation of reports, meetings with senior Government officials and representatives of industry and
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regular reporting to the elected officials. An important aspect of the terms of reference for the 3M
Committee was that it did not report to the PRRD but to all of the members of the municipal councils, the
regional board and the electoral area directors. This reporting was proposed to take place in the context
of plenary sessions attended by all elected officials of the Peace River Region. An Elected Officials
Working Committee consisting of the mayors of the Dawson Creek and Fort St. John, the PRRD chair
and directors from a number of the electoral areas was established to work closely with and provide
oversight to the 3M Committee.

6.2.5.2 2003 Initiatives to Re-open the 1998
MoU
The 1998 MoU contained a clause which enabled the
agreement to be re-opened at the request of either party.
The local Governments of the PRRD initiated the reopening of the agreement in 2003 in view of the
inadequate level of funding provided through the
agreement and the need to establish a more permanent
solution to accessing the industrial tax base for all
municipalities of North East B.C. The PRRD local
Governments expanded the coalition involved in renegotiating the agreement to include the Town of Fort
Nelson and the Northern Rockies Regional District. This
invitation was extended to Fort Nelson and the NRRD as
it became obvious to the local Governments of North East B.C. that a consistent policy and solution for
North East B.C. as a whole was required rather than the ad hoc approach being taken by the Provincial
Government. Both the Town of Fort Nelson and the Northern Rockies Regional District agreed to
participate in the coalition as their efforts to establish a single tier local Government were not being given
serious consideration by the Provincial Government.
The new coalition of local Governments, including the Town of Fort Nelson and the NRRD, made initial
presentations to the Provincial Government advocating direct access to the industrial tax base.
In reviewing the 1998 MoU, the 3M Committee came to the following conclusions:
•

The existing MoU is an arbitrarily determined grant which can be discontinued at the discretion of
the Provincial Government at any time.

•

Local Governments are not in control over the financial resources which are received through the
grant. They are therefore not in a position to plan for growth or ensure that the resources will be
available to offset the servicing needs brought about by growth.

•

It is an interim solution. It does not provide a long term, permanent solution to the disconnection
of service centres and the industrial tax base of the region.
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•

Amendments to the MoU must reflect the following:


Industry must be taxed by local Government—grants must be eliminated.



Local Government must have the ability to establish tax rates.



Local Government can use existing taxation authority but must also incorporate features
which provide for the equitable sharing of revenues based on criteria adopted by local
Government.

The 3M Committee also developed a number of principles to guide the negotiations with the Provincial
Government. These were as follows:
•

Full Partnership With Province and Industry
The discussions surrounding the reopening of the 1998 MoU must be undertaken with the
understanding that local Government is a full partner of the Provincial Government and industry.
It cannot be seen as a junior partner but as a full partner who has legitimate needs which must be
met in order that it can fulfill its role in the economic development of the region. The economic
future of the Northeast B.C. rests on the activities of a strengthened partnership working together.

•

Reconfirmation of the Original Six Principles
The new Provincial Government may not be totally familiar of the six fundamental principles
which were agreed to by the PRRD board as a basis for negotiating the initial 1994 MoU. Many of
these principles were again reconfirmed by the Plenary Session in the presentation which was
made to the Cabinet in January of 2002. It cannot be assumed that the Provincial Government
supports all of these principles. Rather than making assumptions, it is important to go back and
reconfirm the original principles with the Provincial Government so that we are not dealing with
fundamental disagreements on principles with the other partners. The evidence still supports the
original principles to an even greater degree than before.

•

Enhanced Revenues
Enhanced revenues to local Government are required if local Government is to be in a position to
support industrial growth in the region. The lack of proper assessments in the past to identify the
impacts of industrial growth and the lack of planning to address them have left a large and
growing infrastructure deficit in the region. This coupled with ongoing industrial growth have left
local Governments in an untenable financial position. Increased revenues are required if local
Government is to fulfill its responsibilities. Failure to increase revenues will result in local
Government being a position where it can no longer support industrial growth.

•

Urgency In Addressing Needs
Local Government needs to address its revenue problems now if it is to be in a position to play its
part in the recently announced expansion of the oil and gas industry in the Peace Region. There
is already an erosion of the ability of the service centres to support industrial growth and there is
the potential that inadequate services will constrain future growth of the industry and prevent the
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region from achieving its economic potential. There is a need to make major investments in the
short term which will yield economic and social benefits for years to come.
•

Unified Regional Position
In order to be effective, the local Governments of Northeast B.C. must develop a unified position
and speak to the Provincial Government and industry with one voice. Lack of unity will play into
the hands of Provincial Government and industry resulting in inaction.

•

Strong Negotiating Stance
As a full partner of the Provincial Government and industry, local Government does not need to
place its legitimate needs behind those of its partners. Local Government has a strong and
influential position which is backed up by a considerable volume of evidence. Local Government
must take a strong and confident position with its partners to ensure that it can play its part in
achieving objectives which are shared by all three partners.

•

Recognition of Changing Realities
Local Government must ensure that all partners recognize the changing realities it must confront.
Changes in police funding formulas and possible changes in responsibilities for rural roads
including the formation of regional transportation authorities must all be taken into account in the
reopening of the 1998 MoU.

•

Changes Must Benefit The Entire Region
Any changes to the MoU must benefit the entire region not just sub regions or individual local
Governments. The best interest of the region as a whole must be the criteria for determining a
successful renegotiation of the agreement.

The 3M Committee also identified the scope of issues to be addressed through the re-opener discussions
with the Provincial Government. The committee indicated that a regional position needs to be developed
before negotiations are able to proceed. The following scope was recommended to the councils and
boards.


Approach to taxation to replace the grant. Specific issues include: Who should be the taxing
authority? How are tax rates established? Which assessment roll should be used? Should only
industry be taxed or should all classes be taxed with specific exemptions?



Governance model—how will decisions concerning taxation levels and the distribution of tax
revenues be made?



How will the governance for proposed Fair Share taxation impact existing governance at the
regional and local level?



How will existing revenues generated through the MoU be dealt with. Will the existing approach
to distribution of revenues be retained or will a new distribution formula be adopted.
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How will the enhanced revenues be distributed? Will a certain percentage of revenues be used
to offset regional services such as policing/regional protective services, 911, hazard mapping,
library services, augmenting provincial budgets for rural roads (leveraging) or other regional
priorities. Will revenues be used for sub regional services ( not funded on sub regional basis)
including compensating service centres for nonresident use of service centre services and
facilities or sub regional infrastructure services such as water and sanitary sewer systems. What
percentage will go to individual municipalities or electoral areas and what will be the criteria for
making allocation decisions. For example, will criteria include demonstrated need based on
capital plans?



How will industry and the Provincial Government be involved in decisions concerning taxation and
service delivery? Will industry be involved?

A number of potential challenges were identified by the 3M Committee in implementing certain concepts
such as the use of capital plans as a basis for distributing revenues generated from MoU taxation. The
challenges which were identified included:


In the preparation of capital plans, how do we maintain equivalency yet ensure local autonomy to
set service levels and standards and identify priorities?



How do we deal with potential industry concerns about the duplication of services?



How do we establish service levels? Do we use service levels and standards used in other
regions of the province and country?



What are the unique characteristics of our region (e.g. distances) which require a different
approach to service delivery than that in other regions?



Do we index servicing costs to reflect geography, soils, and climate?



Do we take a strategic approach to ensure that our levels of service and standards are as high if
not higher than competing communities in Alberta or further south?



How do we plan for growth? There is a need for systematic assessments of the impacts of
industrial growth on communities.



We need to develop comparisons with other major resource developments in terms of the
investments made in community services.

A broad strategy and schedule was prepared by the 3M Committee as a basis for discussion with the
councils and boards. The strategy assumed that the negotiations will take place primarily with the
Provincial Government but that industry must also be involved in the discussion.
A presentation was made to the Minister of Energy and Mines as well as Mr. Lekstrom, MLA in October of
2004 at which the local Governments presented their case for re-opening of the 1998 MoU. The focus of
the presentation was to convey to the elected officials that:
•

the objectives set out in the 1998 MoU were not being achieved;
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•

the gains made through funding under the MoU were being eroded by decreased revenue
sharing grants, increased policing costs and downloading of provincial responsibilities;

•

service centres were not in a position to support economic growth in the region; and that

•

a permanent solution was required providing the service centres with full access to the industrial
tax base.

Various meetings were held between the 3M Committee and Provincial Government senior staff from the
Ministry of Finance, the Ministry of Community, Aboriginal and Women’s Services and the Ministry of
Energy, Mines and Petroleum Resources. Meetings were also held between local Government elected
officials, local MLAs and cabinet ministers.
The concept of establishing two tax pools—one for the PRRD and one for the NRRD were proposed by
the coalition. Funding from these two tax pools would be based on the average industrial tax rates
consistent with other resource municipalities in the province.

6.2.6 FORMAL MOU AGREEMENT BETWEEN THE PROVINCE AND ALL NEBC
LOCAL GOVERNMENTS TO SEEK A PERMANENT SOLUTION TO THE RURAL
INDUSTRIAL PROPERTY TAX ISSUE (OIL & GAS)
A formal agreement, establishing the terms of reference for the review of the 1998 MoU, was signed in
June of 2004 between the Provincial Government and the mayors and regional district chairs of all local
Governments for North East B.C. including the Town of Fort Nelson and the NRRD. The agreement which
is attached as Appendix F provided for the appointment of a provincial representative and described the
responsibilities of the provincial representative as follows:
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•
•
•
•
•
•

Work with the Provincial Government to develop an understanding of provincial interests.
Clarify the issues that Northeast B.C. local Governments want to have resolved and clarify their
interests by working directly with their elected and appointed officials.
Identify common interests and those that would need to be addressed to reach a mutually
acceptable resolution of the issues.
Work towards identifying potential solutions.
Represent the province and its interests by working directly with Northeast B.C. appointed
officials and making all reasonable efforts to find mutually acceptable solutions.
Report back to the affected ministers and to the Northeast B.C. elected officials efforts to find an
agreed upon solution.

The Provincial Government appointed an individual as the provincial representative and, in April of 2004,
it also provided a $6M ex gratia payment to the PRRD municipalities in recognition that the time frame for
the re-opener had been missed.
It was evident from the content of the agreement that the Provincial Government intended to deal not only
with the PRRD local Governments but also to resolve the infrastructure funding issues of Fort Nelson and
the NRRD.
Positions Taken by Northeast BC Local Government Coalition
The discussions have also served to identify some of the potential public policy issues which the
Provincial Government might raise in these discussions. Through these discussions, it became evident
that the local Governments of Northeast BC needed to clarify and confirm the positions which they have
already taken and to establish positions on issues which had not been considered before.
A discussion paper was prepared in July of 2004 by the 3M committee setting out positions that the local
Government coalition may wish to present to the Provincial Government.
The discussion paper, prepared by the 3M Committee, was reviewed by all local Governments at a
plenary session resulting in the ratification of various positions to be taken forward to the Provincial
Government for the implementation of a permanent solution to the tax base issue as well as on regional
policing.
The following positions were endorsed by the Northeast BC local Government coalition:
•

Establishment and Funding of Regional Property Tax Pool
If the province chooses to raise the revenue required to fund the regional tax pools from property
taxes, the local Governments of Northeast B.C. request that they be given the authority, through
the two regional districts, to tax industry in the unincorporated areas to raise the funds required
for the regional property tax pools. In granting such authority, the local Governments agree to
conditions which may be placed on them by the Provincial Government which may include
prescribed tax rates and tax variables.
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•

Level of Funding
It is the position of the local Governments that the level of funding of the regional property tax
pool be at a level consistent with the application of the Vancouver Port Authority rate ($27.50) to
Class 2, 4 and 5 assessment in the unincorporated areas of Northeast B.C. provided that the
provincial rural tax rate forms part of the $27.50 capped rate. All existing and proposed regional
district tax rates for service areas including regional policing would be over and above the $27.50
rate allowing for the continued regionalization of services on a regional and sub regional basis.
The exception would be NRRD where the General Services Levy currently provides over $2M
annually to the Town of Fort Nelson. It is the position of the local Governments that in the
NRRD, both the provincial rural tax and the general services levy would fall within the $27.50 rate
cap. It is also the position of the local Governments to ensure that the Port Authority rate be
revisited and reviewed in the future to ensure that future required revenues are maintained or
increased in response to changes in servicing requirements.

•

Allocation Formula
“The timelines are such that any new agreement under the Oil and Gas Initiative to permanently
replace the 1998 MoU include the existing allocation formula. Secondly, that any new agreement
incorporate a provision that the allocation formula be periodically reviewed to deal with changing
circumstances. The 3M Committee suggests that the review clause clearly identify principlebased factors that will be eligible for consideration, and the process by which the review should
take place. It is suggested the clause would also include mediation or arbitration process and a
final appeal to an independent third party, (Inspector of Municipalities). Any new agreement in
excess of an inflation adjustment to 1998 MoU will trigger the immediate start of the review
process.”
This position indicated that the existing MoU formula would be incorporated in any new
agreement relating to the permanent solution. The position also provides that the new agreement
contain a provision which enables the MoU formula to be reviewed to deal with changing
circumstances. The review process would be carefully structured and would be based on
principles.

The following are principles which the 3M Committee wished to recommend to the local Governments of
Northeast B.C. for inclusion in any agreement implementing the permanent solution:
•
•
•
•
•
•
•
•
•

Effective
Sufficient
Dynamic
Stable funding
Transparent
Protects autonomy
Inclusive
Locally designed
Easily administered
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•
•

Recognizes the differences between municipalities and regional districts

Activation of Re-Opener Clause
“That the Working Committee notifies the Province that if the effort to replace the 1998 MoU
(through the creation of new regional tax pools as part of an expanded role for local Government
in developing the overall competitiveness of B.C. oil and gas industry) is not implemented for
2004, that they expect the province to honour the existing 1998 MoU and complete the
negotiations for an indexing of the existing 1998 MoU grant retroactive to 2003 as provided for in
the existing 1998 MoU. As the 1998 MoU expires in 2007 negotiations to replace it will be
required between 2004 and 2006.”

•

Industry Competitiveness
It is the position of local Governments in Northeast B.C. that the Provincial Government’s concern
over industry competitiveness is too narrowly focused on the impact of property taxes on industry
given that property taxes constitute a small part of the taxes paid by industry other than for Class
2 properties. Local Governments believe that a more relevant question is whether industry
receives value for the property taxes paid given that industry cannot economically provide the
services on which it depends for its continued operation and future development.

•

Regional Policing
Interim Funding
It is the position of the local Government of Northeast B.C. that the Provincial Government
provides an annual grant in the amount of $ 3 M to offset the cost of implementing the regional
policing proposal until such time the Provincial Government implements the full provincial police
funding proposal.

•

Long Term Funding
Consistent with the position taken by the local Governments of Northeast B.C. on the level of
funding, it is the position of local Government that the tax rates imposed on rural industrial
assessment required to offset the costs of regional policing will be over and above the Port
Authority capped rates required for funding of the regional property tax pool.

•

Local Government as Full Partners
It is the position of local Governments that they must be recognized as full partners of the
Provincial Government, First Nations and industry in the future development of the oil and gas
industry in Northeast B.C. and specifically that they are formally recognized as full partners in the
present OGDS and in any future provincial strategies and plans respecting the oil and gas
industry in Northeast B.C. As full partners, it is the expectation of local Government that it will be
fully consulted on major oil and gas initiatives which impact it and will be provided with access to
the industrial tax revenues to fund required services.
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•

Financial Constraints
Local Governments recognize the financial constraints of the Provincial Government but believe
they must also address their own financial issues as the Provincial Government is seeking to do.
It is the position of local Governments of Northeast B.C. that they should not have to shoulder the
full impact of the Provincial Government’s financial issues. In fact, accessing grant funding from
the Provincial Government has never been local Governments’ first choice. They believe that
industry in the unincorporated areas of Northeast B.C. is not paying for the value of services it
presently receives from local Governments and therefore should be paying a higher rate of
property tax.

6.2.6.1 Formal Negotiations with the Provincial Negotiator
The Provincial Representative held two meetings with local Government elected and appointed officials
th
th
on September 10 and on September 29 , 2004.
th

On September 10 , 2004, he met with local Government elected and appointed officials as well as the
RCMP. At this meeting, the Northeast B.C. local Government coalition presented various research and
data in support of the proposal for direct access to the industrial tax base. The local Government
coalition also presented a formal statement of the position that had been adopted by all local
Governments in the coalition. The local Government representatives also proposed a permanent solution
to the lack of industrial tax base support by proposing the creation of two tax pools – one for the PRRD
and one for the NRRD. The local Governments proposed that municipalities would be able to access tax
revenues generated from industrial assessment in these two pools to address the accumulated
infrastructure deficits and address the servicing needs of future economic growth.
The Provincial Representative enquired whether the PRRD and the NRRD wished to be dealt with in one
agreement. Specifically, he asked if the refusal of one party to accept the deal would result in no deal for
both the NRRD and the PRRD. He also asked for clarification on whether the funding for regional
policing would be over and above the funding which would be made available through the property tax
pool.
The Provincial Representative asked whether regional police service delivery could be implemented
without the proposed regional police funding arrangements being in place.
He concluded by indicating the proposed sequence of his involvement from this point on which included:
•

Meeting with the oil and gas industry.

•

Meeting with Treasury Board to review proposals and receive direction by the end of September.

•

Meeting with a deputy ministers committee before the Treasury Board meeting.

•

Continued dialogue with the 3M Committee.
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•

Meeting with the Elected Officials Working Committee (EOWC) before the presentation of his
report.

He acknowledged that this was a contentious and long standing issue and it was up to everyone to look
for creative solutions. He indicated that he had a sense of optimism that a long term solution could be
found.
At these meetings, the Provincial Representative, supported by senior staff from the Ministry of Finance
and the Ministry of Community, Aboriginal and Women’s Services, also presented the principles that the
Provincial Government had adopted to guide it in the discussions as well as the approach it wished to
take in addressing the issues.
These were as follows:
•

Parity in that the issue of access to the industrial tax base should be treated more as a property
tax issue and not focusing on the issue of need.

•

Responsiveness in that there should be some relationship between the revenue made available
to local Governments and any increases or decreases in the tax base.

•

Local Economy in that a significant amount of revenue should be unconditional to reflect local
Government’s ability to determine its own priorities.

•

Regional Policing in that no funds would be made available specifically for interim policing costs
as it is harder to make a case that Northeast B.C. is a unique situation.

•

Predictability in that the source of funding must be predictable as this is important for planning by
local Government as well as being important to taxpayers.

•

Local Accountability in that it is important to create a linkage between the taxation authority and
the taxpayer. There is a concern that the creation of a large, amorphous tax base that can be
accessed by many local Governments may create potential issues. Funding levels must be linked
to accountability.

•

Infrastructure needs in that the Provincial Government wants to ensure that some of the
infrastructure needs are met given that this has been an ongoing issue.

•

Industrial competiveness in that the solution to the tax base issue cannot prejudice the positive
investment climate that has been created by the Provincial Government.

•

Precedent in that the Provincial Government has to worry about creating precedents in the
province.

The Provincial Representative and ministry officials also discussed the issue of the mechanism through
which the unincorporated industrial tax base could be accessed as well as the quantum of the funding
that would be made available through the mechanism. Provincial representatives questioned local
Government representatives on whether they would be prepared to accept a mechanism that would
provide “virtual” or “surrogate” access to the tax base rather than direct access. They indicated that the
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mechanism could be designed to be dynamic in that increases in the value of the tax base would be
reflected in the amount of revenue generated. They also indicated that if the quantum was acceptable,
perhaps the issue of the means of generating the revenue may not be as important.
On the issue of the amount or quantum, the provincial representatives indicated that they proposed the
use of a peer group made up of 30 industrial communities as a benchmark in establishing the quantum
rather than only taking into account the needs of the local Governments in the North East B.C.
There was general agreement at the meeting that the local Governments would be prepared to accept a
“virtual” or “surrogate” method of accessing the industrial tax base provided that the concept reflected the
dynamics and characteristics of direct access to the property tax base.

6.2.6.2 Activities Leading to the Presentation of the Provincial Position and Offer
In early November of 2004, the provincial negotiating team met with a number of ministers to present
options based on local Government’s objectives and what was believed to be a reasonable range of
options. This meeting provided the team with the opportunity to inform the ministers as well as to obtain
some input. These meetings provided the basis for the preparation of a Treasury Board submission
th
which was made to the board on November 24 , 2004. Treasury Board spent considerable time on this
matter (approximately one hour) allowing a good airing of the options. At the end of November, Treasury
Board rendered its decision and the minute of the meeting went to Cabinet for ratification.
th

The Treasury Board minute were reviewed by Cabinet on January 13 , 2005 and received considerable
discussion. Ultimately, the decision of Treasury Board was endorsed by Cabinet. The Cabinet directed
the Provincial Representative to again meet with the ministers. The Provincial Representative met with
the Minister of Finance, the Minister of Energy, Mines and Petroleum Resources (also the MLA for the
North Peace), the Minister of Municipal, Aboriginal and Women’s Services MCA and the MLA for South
th
Peace on January 24 , 2005.
In early January, 2005, the provincial representative met with two appointed officials representing the
Northeast B.C. local Government coalition and provided an update of the discussions with various
ministers, Cabinet and Treasury Board.

6.2.6.3 Presentation of the Provincial Offer
Following meetings with the ministers and MLA, the Provincial Representative and his team again met
st
with the appointed officials of the Northeast B.C. local Government coalition on February 1 , 2005 in
order to present the offer of the province. The Provincial Representative indicated that he and his team
have a clear picture of what the Provincial Government is proposing to achieve through these negotiation
and that the offer reflects the full extent of his mandate. He also indicated that:
•

The “flavour” of the second set of instructions from the meeting with the ministers was that this
offer represents the full extent of what the Provincial Government is prepared to do in respect to
this matter.
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•

The only person who will have the mandate to negotiate this matter will be the Provincial
Representative. No one else in Government will have the opportunity to negotiate.
th

He also indicated that the offer addresses the issues that were raised in the September 29 , 2004
meeting and reflected the principles which were tabled at that meeting by his negotiating team. Further,
he indicated that the offer:
•

Deals with the historic shortfalls encountered by some municipalities.

•

Provides an annual revenue stream which is tied to the growth of the rural industrial assessment
base.

•

Provides for a grant to enable local Governments to address infrastructure deficits immediately.

•

Provides these funds with either no restrictions or modest restrictions.

The Provincial Representative indicated that the offer was a final offer and not open to appeal or review
th
by local Governments. The offer was open to acceptance to March 18 , 2005. The Provincial
Representative indicated that the offer reflected the full extent of his mandate and had received the
approval of the Cabinet on January 13, 2005 based on a Treasury Board minute.
The offer contained the following:
•

Term of the offer is for 15 years. The proposal if accepted would replace the existing 1998 MoU.
th
The offer is contingent upon being accepted by March 18 , 2005.

•

Annual grants start at $20 million in 2005 and are indexed by a formula based on changes in rural
industrial assessments.

•

A $40 million grant for historical infrastructure deficits is to be paid to beneficiaries by March 31 ,
2005.

•

The Province established broad criteria for the sharing of the funds between the communities and
indicated that an allocation formula is to be developed by the communities. This formula would
be signed off by the Provincial Government and included in a new MoU to be signed by March
th
18 , 2005

•

Funds provided to communities will be unconditional except for the infrastructure funds ($40 M)
which are to be used to address local infrastructure deficits.

•

The Provincial Representative indicated that the $40M grant would need to be disbursed to local
st
Government by the end of the fiscal year (March 31 , 2005) requiring that the allocation formulas
th
for both the annual payments and infrastructure grant would need to be finalized by March 18 ,
2005. The $40M grant for infrastructure would not flow through the PRRD but would be
disbursed directly by the Provincial Government to the individual local Governments. He also
indicated that there would need to be a public reporting of how the funds were spent consistent
with the provisions of the new Community Charter.

st
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The Provincial Representative further indicated that the Government is looking for a quid pro quo in this
matter. The Provincial Government has a strategic interest in how local Government will share the
revenues given that this issue will determine local Government’s ability to support future economic
development. He indicated that while the Provincial Government will not specify how the funds are to be
used other than through general conditions, it has an interest in how the funds will be shared. In his view,
this would require important discussions on the sharing formulas between the Provincial Government and
local Government.
He referred to the conditions that the Provincial Government will be placing on the funding by referring to
the offer document:
“The allocation systems should weight the allocations toward local Governments that:
•

Do not have adequate industrial tax base support, as evidenced by comparisons to a
representative group of resource-oriented communities elsewhere in the Province.

•

Have historically not benefited from industrial tax base support resulting in infrastructure deficits.

•

Are experiencing high levels of population growth and demand for services, due to growth of the
oil and gas industry.

•

Play a vital service centre role in supporting both the oil and gas industry and a large contiguous
rural population.”

The Provincial Representative indicated that he was mindful of the difficulty of allocating the funds and
that Provincial involvement in this would be fraught with difficulty given the strong feeling of autonomy. He
indicated that the formula in the former MoU could be used for the allocation of the initial $12 M. but that a
new formula should be applied to the remaining funds to ensure greater equalization.
He also indicated that regional policing could be implemented by local Government if local Governments
chose to use MoU funds. He indicated that the current funding formulas for policing in the province will
not change. For this reason, local Government would be liable for all of the costs.
He also clarified that tax increases for rural industry in the PRRD will not be addressed in the agreement.
The Provincial Government will be making its own taxation decisions. The issue of the existing 1998
MoU tax levy has not been addressed in terms of whether it will stay or not. There will be no rural
property tax increase to fund the agreement.
A totally unexpected aspect of the offer was that the agreement applied only to PRRD and not to the
Town of Fort Nelson and the NRRD. The Provincial Representative indicated that Fort Nelson was seen
as having its own means to capture the benefits of a wider industrial tax base and that the conventional
means of accessing the industrial tax base is not available in the PRRD as it is in the NRRD. He
indicated that he and his team took the view that the conventional approach is the most appropriate
means where opportunities for this exist.
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Representatives of the local Government coalition questioned as to why the NRRD and the town of Fort
Nelson had been excluded from the agreement given that they had been an integral part of the
negotiations.
The Provincial Representative indicated that the provincial position is that NRRD and the Town of Fort
Nelson have been quite successful in using conventional means to access the industrial tax base.
Coalition representatives responded by stating that the town has tax base support for only about one half
of its general Government services and no support for infrastructure.
This aspect of the offer caught the local Government coalition totally by surprise. The possibility that the
Town of Fort Nelson and the NRRD would be excluded was never raised by the Provincial
Representative in discussions held as late as February, 2005. The exclusion of the Town of Fort Nelson
and the NRRD was strongly protested by the lead spokesman for the coalition to no avail. The Town of
Fort Nelson and the NRRD also strongly protested their exclusion from the MoU offer as they had been
negotiating in good faith with the provincial team and had committed significant time and resources to the
negotiations with the understanding that their concerns would also be addressed through the offer and
subsequent agreement. In response to a request for clarification on this point, the Provincial
Representative indicated that the issue was discussed with Treasury Board and the decision was made
not to include NRRD and Fort Nelson in the offer. He indicated that just because local Government has
established a coalition does not mean that the Provincial Government is buying into the idea that all local
Governments in Northeast B.C. need to be addressed in the agreement.
The local Government coalition continued to argue that the basis for excluding Fort Nelson and the NRRD
was not well informed in that Fort Nelson had no more support from the industrial tax base for
infrastructure than Peace River municipalities.
The Provincial Representative’s answer was that the offer was final and exclusion of the town of Fort
Nelson and the NRRD was not open to appeal or debate.
The Provincial Representative posed the question of how we should proceed. He indicated that this
th
process should be fast tracked to enable the discussions to be concluded by February 18 . This remains
the objective and has been endorsed by Cabinet.

6.2.6.4 The Allocation Formula
st

The Elected Officials Working Committee (EOWC) met in Dawson Creek on March 1 , 2005 to discuss
various options for allocation of the funds that would be available through the proposed MoU.
th

On March 7 , 2005, the PRRD municipalities presented various scenarios as well as the preferred
allocation scenario to the Provincial Representative in Vancouver. It was indicated to the Provincial
Representative that the EOWC’s decision on the preferred allocation was not unanimous with the rural
directors voting against the preferred scenario. After caucusing with other members of his team, the
Provincial Representative indicated that the scenarios presented by the 3 M Committee met the minimum
requirements imposed by the provincial criteria and that he was prepared to approve the allocations as
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presented. He indicated that the Province’s approval was conditional on the local Governments of the
PRRD unanimously endorsing the full MoU and the conditions and obligations contained in it.
The allocation formula that was finally approved and accepted by the Provincial Representative was at
variance with the objectives that he had communicated to the local Government coalition at an earlier
date. The allocation formula was based on the creation of two pools of funds. One was based on
population and total assessment while the second pool reflected, to a limited degree, the existing
industrial tax base support enjoyed by each of the municipalities.
The net effect of the formula was that the allocation of funds was weighted to local Governments that:
•

had inadequate industrial tax base support,

•

historically lacked access to the industrial tax base,

•

were experiencing high levels of growth related to industrial development and,

•

played a vital service centre role.

The approved allocation formula committed virtually all annual grant funding on the basis of population
and the value of total assessment rather than reflecting the degree of industrial tax base support.
This had the effect of providing a disproportionate amount of funding to municipalities that already had a
large industrial tax base and which played only a minor role as service centres.
The 3M Committee also presented its response to the initial draft of the MoU that had been prepared by
th
the Provincial Representative and tabled it at the meeting on February 9 , 2005. The committee also
conveyed the EOWC position that the ad hoc process developed for the negotiations required unanimous
support from all Northeast local Governments to consummate the deal. Various other discussions
occurred at the March 7 meeting including:
•

The mechanisms by which the allocation formula could be changed during the life of the MoU.

•

How the parities might enter negotiations on any extension or renewal of the MoU. (The
Provincial Government was prepared to provide a window every five years to bring forward new
allocation formulas as well as provide an agreement to enter renewal discussions at least one
year prior to the MoUs expiry).

•

The unwillingness of the Provincial Government to entertain any language that sought to limit or
preclude its ability to form its own taxation policy given the concerns of the local Governments
that tax policy changes could limit the amount of revenue flowing to the local Governments. (The
Provincial Government did however agree to impose on itself a duty to negotiate with the region if
provincial taxation policy impacts the region in materially different manner that other industrial
municipalities).
th,

A teleconference between the 3M Committee and the provincial representative took place on March 9
2005 in order to review the draft MoU line by line. The Provincial Representative indicated that the MoU
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presented a package that the EOWC must either approve for recommendation to all municipal councils
and the PRRD or reject it as unacceptable. If the package is rejected at their council or board meetings,
the current process would come to an end.

6.2.6.5 Preparation and Ratification of the MoU
th

The PRRD municipalities and electoral areas accepted the final offer before the March 18 , 2005
deadline based on an allocation formula that they has developed and that was subsequently approved by
the Provincial Government. The local Governments of the PRRD agreed to allocate $5M of the $40 M
infrastructure payment received by them to the Town of Fort Nelson.
The Peace River – Provincial 15 year MoU was signed in March 2005. The monetary elements were as
st
stated in the final offer presented by the Province on February 1 , 2005.
The final MoU agreements states as its primary objective:
“that the MoU is to address issues respecting parity, local autonomy, accountability, certainty, industrial
competitiveness, economic development and regional infrastructure needs that will have limited
precedent with other local Governments in British Columbia.”
And further that:
“In addition the parties have a mutual interest in ensuring that each community within the PRRD has the
resources to upgrade and expand the services and infrastructure necessary to facilitate the economic
expansion of the oil and gas, forestry and other industries of the Region.”
The MoU agreement also states:
“The parties recognize the unique situation of PRRD with respect to limited access to the oil and gas
industry property tax base.
•

•

•
•

In particular, the parties recognize that much of the oil and gas industry is located in areas
outside of municipal boundaries and therefore is not subject to municipal taxes. Municipal
boundary adjustments, inter-municipal tax sharing arrangements, and regionalization of services
cannot adequately address this issue.
The parties recognize that the PRRD’s member municipalities are the service centres to industry
and its workers and that industry growth will continue to place additional demands on local
Government infrastructure and services.
The parties recognize that historical infrastructure deficits continue to exist in some PRRD
municipalities.
The parties recognize that the considerations in paragraphs 1 through 4 must be addressed with
the objective of achieving a reasonable degree of comparability with the industrial revenues from
property classes 2, 4, and 5 available in other industrial communities across British Columbia”

The objective contained in the MoU was as follows:
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“The objective of this MoU is to address issues respecting parity, responsiveness, local autonomy,
accountability, certainty, industrial competitiveness, economic development and regional infrastructure
needs while having limited precedent effect with other local Governments in B.C. In addition, the parties
have a mutual interest in ensuring that each community within the PRRD has the resources to upgrade,
maintain and expand the services and infrastructure necessary to facilitate economic expansion of the
oil and gas, forest and other industries.”

6.2.7 REGIONAL POLICING
In late 2001, the Solicitor General announced proposed changes in provincial policy for the funding of
police services. The proposed policy change had the potential to impact both unincorporated areas which
would be required to pay more toward the cost of policing and municipalities under the population of
5,000 who would begin paying for policing. Senior staff of the PRRD and the larger municipalities of the
PRRD began discussions on the impact of the policy changes. Some initial analysis was also undertaken
by the PRRD to identify the impacts of the policy changes on the rural areas and municipalities under
5,000. An opportunity arose for local Government officials of the PRRD to make presentations to the
entire cabinet as well as individual ministers on the policing and other issues.
The 3 M Committee, which had been reactivated in January of 2002, was given the responsibility to
assess the feasibility of establishing a regional policing function. The local Governments believed that a
higher level of policing services could be provided to the region without major financial impacts on the
rural areas and the smaller municipalities. The ability to access the large rural industrial tax base also
enabled the policing costs of the Cities of Fort St. John and Dawson Creek to be reduced.
The elected officials of the PRRD invited representatives of the Northern Rockies Regional District
(previously the Fort Nelson Liard Regional District) and the Town of Fort Nelson to become involved in
the process of preparing the proposal. This invitation was extended to establish a consistent policy and
approach for all of North East B.C. Working closely with the RCMP’s Superintendent - Northern Region,
the Committee began to develop proposals for developing a more effective approach to the delivery of
policing services merging the existing seven detachments into one large regional detachment with offices
in those communities where police stations were located.
The R.C.M.P. has already undertaken extensive research required for the restructure of policing services
in North East B.C. ensuring that the integrity of the existing contract is maintained. Various additional
steps are planned such as developing and incorporating new technology, training and establishing
accountability in records management.
The establishment of one regional detachment had many advantages including centralization of
administrative and operational support functions, human resource management, data entry and records
management. It was projected that the restructuring of the service would enable at the outset, for an
increase between 10% and 15 % in the number of police officers being freed up for “on road” duties.
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In addition to evaluating options for restructuring the present method of delivery of police services, the 3M
Committee also identified various options for how the costs of policing would be shared among the
various jurisdictions and recovered from the beneficiaries of the service. Finally, the committee identified
and evaluated various proposals for how regional policing services would be governed.
All municipal councils and regional boards approved the governance, service delivery and funding model
for regional policing.
A presentation was prepared for submission to the Minister of Public Safety and Solicitor General in June
of 2002. The proposal was presented to and reviewed by senior staff of the Ministry of Public Safety and
Solicitor General, the Ministry of Finance and the Ministry of Community, Aboriginal and Women’s
Services in July, 2002. Shortly after this meeting, the proposal was formally submitted to the Minister of
Public Safety and Solicitor General. The proposal called for the following:
•

The replacement of the seven individual detachments with one centrally coordinated police
service unit in the region.

•

The integration of policing agreements and contracts to the fullest extent possible.

•

The establishment of a Regional Police Partnership Committee consisting of representatives from
all municipalities and electoral areas as well as the detachment commander and area managers
as the primary decision making body.

•

The establishment of eight community policing committees within each of the communities
including one for the rural area of the region.

•

A funding scheme which would see costs shared by the jurisdictions as follows:

•



Property within municipalities would be taxed on the basis of land and improvements
while property in unincorporated areas would be taxed on improvements only.



Residential properties within jurisdictions without a police station would pay 50% of the
tax rate paid by municipalities with police stations.



Tax multiples used for the purpose of determining tax rates for the various classes of
property would be identical to the provincial multiples used by regional districts within the
province for all functions paid by a tax on assessment.

Policing costs would be paid by a tax on assessment.

The local Governments of North East B.C. requested the following from the Minister of Public Safety and
Solicitor General:
“That the regional policing proposal described in this submission be approved by the Cabinet for
implementation and that the electoral areas and municipalities of the Peace River Regional District and
the Northern Rockies Regional District be allowed to pursue a “Made in North East B.C.” model as an
alternative to the Provincial scheme for the funding of policing services”.
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“That the Peace River Regional District and the Northern Rockies Regional District be given the authority
to implement the required service establishment by laws in a manner similar to solid waste management
and 911”.
“That the Peace River Regional District and the Northern Rockies Regional District be given the authority
to tax property……”
The proposal and presentation made by the municipalities and electoral areas of Northeast B.C. was well
received by the Minister of Public Safety and Solicitor General although various steps were required by
the Provincial Government to realize the advantages offered by the “Made In North East B.C.’ policing
proposal. These included:




Enacting legislation to implement the proposal.
Providing authority to local Government to enable both regional districts to implement the
proposal in a similar manner to that proposed by the Province.
Providing authority for a small deviation from the tax multiples prescribed by the Province to
achieve the benefits of area rating residential properties.

The local Governments were also required to undertake various initiatives to implement the regional
policing approach. These included:




Carrying out additional planning to design the service establishment bylaws.
Formal consideration and adoption of bylaws by majority vote of the two boards.
Establishment of an administrative agreement between the two regional districts and the Province
for billing and payment.

In September of 2002, officials of the Ministry of Public Safety and Solicitor General made presentations
at the Union of B.C. Municipalities on the approach which the ministry wished to take in implementing the
provincial policy. The ministry officials presented two options but did not reference or support the “Made
in the Peace” solution.
The regional policing initiative by the local Governments of North East BC was abandoned when the
Provincial Government reversed its policy to required rural areas and municipalities under 5,000 to pay
for policing costs in response to mounting opposition in the mid-2000s.

6.3 Individual Municipal Initiatives
6.3.1 NORTHERN ROCKIES REGIONAL MUNICIPALITY
This section provides an overview of the efforts of the NRRM as well as its predecessors in addressing
the problem of having to provide services to industry without the benefit of industrial tax base support.
The historical overview begins in 1985 and spans a thirty year period to the present.
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6.3.1.1 Fort Nelson’s Revenue Issues Began with its Incorporation as a Resource
Municipality
Fort Nelson’s revenue and infrastructure problems began with its incorporation as a “Resource
Municipality” although very little industrial development was in fact included within its boundaries. The
newly incorporated village had an extremely poor tax base and was not financially viable from its
inception resulting in the council requesting the Provincial Government to defer road maintenance costs.
This request was agreed to with road maintenance costs being deferred to 1976.
Faced with rapid population growth, the new village also had difficulty in providing the most basic of
services. It inherited poorly constructed and rapidly deteriorating water and sanitary sewer systems with
no financial means to upgrade them. Following a three year period of intensive lobbying, the Provincial
Government acknowledged the severity of the problem and provided $4M in direct grants from the
provincial water and sewer grant program matched by $3M from the federal Government through the
DREE program.
During the period 1972 to 1985, the Council of the Village of Fort Nelson adopted a policy that the village
would not assume responsibility for services or facilities due to its inadequate tax base. Rather, it
created, through the Peace River Liard Regional District (PRLRD), a number of benefitting areas in order
to fund the services and facilities required. In 1985, the Provincial Government revised its policy and
legislation and removed machinery and equipment assessment for use by local Governments in
generating general tax revenues. This had a major impact throughout the province, particularly in
resource municipalities that relied heavily on this component of its tax base. This change in provincial
policy had alarming tax impacts on all property classes of the Town of Fort Nelson. Residential, business,
industrial and utility rates were projected to rise by 54% to 99 % with the residential and business
properties experiencing the largest increase. In order to mitigate the impact of the tax increases, the
Town of Fort Nelson and the PRLRD proposed to establish a General Government Grant-In-Aid function
by expanding an existing Road Grant-in-Aid function that had been established through PRLRD. The
establishment of the General Government Grant-in-Aid function enabled the Town of Fort Nelson to
restore the revenues lost with the removal of machinery and equipment from the municipal tax rolls. The
establishment of the General Government Grant-in-Aid function had a number of positive attributes.
These positive attributes included:
•

Equalization of the tax impact on a broader range of industrial properties to avoid unrealistic
impacts on properties within the boundaries of the town.

•

Ability to maintain the services required to support industry and its workforces.

•

Avoidance of major tax impacts on residential and business property owners during a recession.

The Town of Fort Nelson was successful in implementing the General Government Grant-in-Aid function
in 1987. This resulted in $941,199 in servicing costs being more equitably shared by the broader rural
industrial tax base. It must be emphasized that the action taken by the Town of Fort Nelson was not
prompted by the objective of accessing the industrial tax to support municipal services although there was
ample justification for this. Rather, the objective was to provide relief to residential, business, industrial
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and utility property owners within the Town of Fort Nelson that were heavily impacted by the elimination of
machinery and equipment from the municipal assessment rolls. An issue that arose with the creation of
the General Government Grant-In-Aid function as well as other benefitting areas was that the services
and assets were owned by the PRLRD and not the town.
The Village Council and the rural community worked cooperatively during the 38 year period between
1971 and 2009 with each approving a long series of referendums for specific services and facilities. In all,
over 15 referendums were held with the net result that a number of services and facilities were provided
while other services and facilities continued to deteriorate due to lack of funds to upgrade, maintain and
replace the facilities. During this entire 38 year period, no industrial tax base support was ever secured
for the purpose of upgrading roads, street lighting, sidewalks, storm drainage, policing, water or sanitary
sewer.
The majority of new facilities developed during the period 1971 to 2009 were developed by the Village
Council and community without any access or support from the industrial tax base. The facilities included:
•
•
•
•
•
•
•
•

25,000 sq. foot public library;
260 seat performing arts theatre that also serves as a movie theatre;
Alaska Highway Historical Museum;
Playschool and daycare facility;
25,000 sq. foot municipal and regional district office facility;
Public works facility;
Fire hall; and
$750,000 community fund raising effort for the golf course.

From 1971 to 2009 the only major facilities developed with direct support from the industrial tax base
were:
•
•
•
•

Recreation Centre - 1971
Curling rink/Neighborhood parks - 1978
A 25 meter indoor swimming pool - 1978
A partial contribution to the golf course – 1978

$500,000
$660,000
$720,000
$250,000
Total:

$2,130,000

6.3.1.2 Efforts to Establish a More Efficient and Responsive Local Government
Structure
Efforts to establish a more efficient and responsive Government structure to reflect the unique situation in
Fort Nelson, began in the mid 1980’s resulting in the creation of the Fort Nelson-Liard Regional District
(FNLRD) based on the boundaries of the former Electoral Area A of the PRLRD. While the newly created
regional district was required to comply with the prevailing provincial legislation, it had a number of unique
characteristics. The first was that the board chair was directly elected by all the voters of the regional
district including the Town of Fort Nelson (status changed from a village to a town in 1987).
The board chair automatically became the Mayor of the Town of Fort Nelson and the four elected
councillors of the town also became regional directors and were joined by three electoral area directors.
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Day to day administrative services were provided through the regional district through the use of a series
of agreements between the town and the regional district eliminating costly duplication and providing for
greater coordination between the town and the regional district.

6.3.1.3 Incorporation of Northern Rockies Regional Municipality and Establishment
of Two Stream Approach
With the implementation of the General Government Grant-in-Aid function, the impact associated with the
removal of machinery and equipment was mitigated. However, the Town of Fort Nelson believed that the
broader issue of increased access to the rural industrial tax base still needed to be addressed. In this
regard, the objectives of the Town of Fort Nelson coincided with the interests of the industrial service
centers of the PRRD to the south. This prompted the town to participate in a number of joint initiatives
with PRRD service centres including the regional policing proposal and the activity leading to the 2005
MoU.
Having spent almost two years in what the Town of Fort Nelson and the NRRD viewed as good faith
negotiations with the Provincial Government on the 2005 MoU, the Town of Fort Nelson and the NRRD
were not included in the 2005 MoU and found themselves without a solution to their infrastructure funding
issue. All attempts to appeal the decision were met with intransigence from both the Provincial
Representative and the Provincial Government in general. In view of the intransigence of the provincial
negotiating team on its decision to exclude Fort Nelson and the NRRD, the regional council approached
the province to pursue a two stream approach to address the creation of a regional municipality and to
address the infrastructure funding issue.
The first stream was directed at completing the restructure of the existing town and regional district to
establish a single tier regional municipality. The objectives for the restructure were to provide for a more
coordinated approach to governance, greater efficiency in the delivery of services and increased access
to the industrial tax base. The second stream was to address the issue of infrastructure funding.
The regional council also authorized the preparation of a definitive analysis and costing of its
infrastructure deficit recognizing that this was required to fully substantiate the town’s infrastructure
problems.

6.3.1.4 Incorporation of Regional Municipality
The incorporation of the NRRM in 2009 was the culmination of various efforts over a period of twenty five
years to ensure a more efficient, effective, financially viable and accountable local Government in the Fort
Nelson area.
A key objective for the incorporation of a regional, single tier local Government was to allow for the
consolidation of the financial operations and the governance structure under one corporate entity thereby
eliminating costly and inefficient duplication in administering multiple service areas and taxation zones.
Various other objectives were identified for the creation for the NRRM. These included:
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•

Financial health in that the proposed new structure would provide access to a much broader tax
base and would improve the financial capacity of the local Government.

•

Providing fairness and equity in that the new structure would provide for a more appropriate
sharing of the cost of services over all of the beneficiaries of local Government services not just
those located in benefitting areas. (Before incorporation of the regional municipality 45% of
industrial assessment was not contributing to the cost of services with the remaining 55% paying
the total cost).

•

Providing for a more effective and integrated police service covering the entire NRRD.

•

More effective land use planning and a more careful differentiation between settlement areas and
resource areas.

•

Increased responsibility and accountability for transportation services including roads in the
NRRD.

In view of Fort Nelson’s exclusion from the 2005 MoU, it was also believed that the new structure would
enable Fort Nelson and the NRRD to work with industry in order to address the infrastructure needs of the
community and to provide the enhancements necessary to establish a quality of life that would attract and
retain the industrial workforce within the community. It was also believed that the new structure would be
in a better position to respond to the additional policing needs of an expanding industry.
Various meetings were held between the NRRD and provincial ministries in late 2005 on the restructure
issue and a feasibility study was prepared in early 2006 that examined the implications of incorporation in
broad terms. The feasibility study concluded the following:
•

No increases in the industrial tax rates would be required with the creation of a regional
municipality including the assuming responsibilities for rural roads and policing services primarily
as these costs would be offset by the revenues being raised by the basic rural tax rate being
transferred to the regional municipality.

•

The infrastructure deficit of the Town of Fort Nelson and the NRRD could not be addressed by
conventional means without increasing the industrial tax rates. The NRRD believed that such
increases would be contrary to the provincial policy position on industrial taxation and also
contrary to the precedent established by the province in establishing the 2005 MoU with PRRD
local Governments.

In view of the limited ability of the future regional municipality to address the infrastructure deficit due to
the provincial policy, the feasibility study proposed a two stream approach. In this approach the issue of
infrastructure funding would be addressed in a separate set of negotiations from that dealing with the
incorporation of the regional municipality given that industry would object to the creation of a regional
municipality without caps on the industrial tax rate.
The mayor and NRRD staff met with the Minister of Community Services and the Minister of Energy
Mines and Petroleum Resources as well as appointed officials from their respective ministries in May of
2006 to present the feasibility study. The NRRD stressed the importance of the “two stream strategy” as
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it believed that the incorporation of a regional municipality would not resolve the mounting infrastructure
needs of the town given:
•

The stated provincial policy and the precedent that had been established with the 2005 MoU with
PRRD local Governments.

•

The projected opposition from industry in dealing with the incorporation of the regional
municipality without addressing the infrastructure issue.

The NRRD officials stressed that the key objectives for the incorporation of the regional municipality were
to address inefficiencies related to the administration of numerous service areas and taxation zones as
well as to provide for a more fair distribution of servicing costs over a broader industrial tax base.
The Minister of Community Services and the Ministry of Energy, Mines and Petroleum Resources agreed
to the two stream approach at the meeting. Subsequent meetings with the Minister of Finance and CAPP
confirmed that the proposed transition to a regional municipality, regardless of its merits, would likely be
opposed by industry if the question of infrastructure funding was not resolved first.
In response to the meeting with the Minister of Community Services and the Minister of Energy, Mines
and Petroleum Resources, approval was granted by the Minister of Community Services in September of
2006 for undertaking a restructure study. The Minister established the following conditions concerning the
taxation of industry in the formal letter setting out the restructure mandate:
•

“The base analysis for the study should presume that the overall property tax rates related to
local Government services paid by industry will not increase as a result of the proposal. We can
expect that the Letters Patent will contain a tax rate limitation of this nature.

•

Recognizing that the current industrial property tax rates are not consistent across the region, the
transitional property tax plan will be a critical feature of the proposal. I would expect that the
transition plan to be the subject of in-depth consultation with industry representatives.

•

The Province of British Columbia’s intention to introduce a police recovery property tax in 2007
for municipalities under 5,000 population and rural areas must be accounted for in the analysis, in
context of the police cost/revenue situation for the Northern Rockies region and the Province as a
whole.”

The letter from the Minister did not address the infrastructure funding issue.
The Regional Council and its consultants undertook an extensive consultation process with a broad range
of stakeholder groups as well as undertaking extensive research and studies between September 2006
and October of 2008. Key industry groups and associations were consulted including the Canadian
Energy Pipeline Association (CEPA) and the Canadian Association of Petroleum Producers (CAPP) as
well as local industries such as Canadian Forest Products Ltd. (Canfor). Numerous meetings were also
held with provincial ministries including the Minister of Community Services, the Minister of Finance, the
Minister of Energy, Mines, the Solicitor General and senior staff from their ministries.
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6.3.1.5 Provincial Support for Two Stream Approach
While the need to establish a two stream approach was first advocated by the NRRD, this strategy was
strongly supported by various provincial ministers. For example, at a meeting in June of 2006, the
Minister of Finance cautioned that the infrastructure financing issue would have to be finalized prior to
consideration of the restructure as opposition from industry would be likely given its concern about
possible increases in industrial taxation. The Minister of Finance requested that her deputy minister
establish an inter-ministerial committee to address the issue of infrastructure financing and the
relationship to the restructure process.
An inter-ministerial committee, consisting of representatives from the Ministry of Finance, Community
th
Services, Energy Mines and Petroleum Resources and Transportation, met on February 5 , 2007.
The following points were made at the inter-ministerial committee meeting by NRRD officials:
•

The exclusion of the Town of Fort Nelson and the NRRD from the 2005 MoU was unjust, based
on flawed assumptions.

•

The municipalities and electoral areas of the PRRD will have their infrastructure needs funded by
provincial grants for the next 15 years while the Town of Fort Nelson and the NRRD will be
required to raise revenue for their infrastructure deficit from its tax industrial tax base.

•

With the 2005 MoU, industry in the PRRD will be shielded from tax increases over the next 15
years.

•

Residential and business property owners will also be shielded from tax increases related to
addressing the infrastructure deficit as well as paying for future growth related costs.

•

The existing oil and gas industry tax levels are 65% higher in the proposed regional municipality
compared to those in the PRRD. This allows no room for industrial tax rate increases if industry
competitiveness is to be maintained.

•

Any attempts on the part of the new regional municipality to raise revenue to pay for required
infrastructure upgrades would result in taxation levels that are 100% higher than those in the
PRRD.

Following the inter-ministerial meeting, a discussion paper was prepared by the NRRD in February, 2007
that provided a well-researched argument supporting the need for the Provincial Government and the
NRRD to pursue a two stream approach in addressing the infrastructure deficit issue. The discussion
paper provided an overview of the history of Fort Nelson’s attempts to address its infrastructure issue
both on its own as well as in collaborations with the PRRD municipalities. It also compared the funding
available to the PRRD municipalities for infrastructure versus the limited revenue available to the Town of
Fort Nelson for addressing its infrastructure issue. Finally, the paper addressed the key provincial policy
requirements that would need to be addressed in the incorporation of the regional municipality. The
discussion paper concluded that the key issue facing the incorporation of the regional municipality was
that the significant infrastructure deficit would not be able to be addressed by the regional municipality in
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view of provincial policy limitations on industrial tax rates as well as industry’s concern about any
increases in the industrial tax rates.
th

At a meeting with the Minister of Energy, Mines and Petroleum Resources on January 29 , 2007, the
NRRD reiterated the fact that the funding of infrastructure deficits and future capital costs from the
property tax base could not be achieved within the Provincial Government’s limitations on industrial
taxation levels. Furthermore, the NRRD indicated that any attempts to increase industrial tax rates to
generate the necessary revenue for infrastructure would result in opposition from industry. The NRRD
also stressed the need to pursue the two stream approach in order to address the infrastructure as well
as enable the incorporation of the regional municipality to proceed without objection from industry.
Considerable discussion took place between the Ministry of Community Services and the regional council
on the issue of industrial taxation given the Provincial Government’s objective to place a cap on the
industrial tax rate to ensure fairness as well as maintain the positive investment climate in the province.
The initial position of the ministry was to establish an absolute cap on industrial tax rates within the
Letters Patent. This was not supported by the regional council given the limitations on its autonomy to
allocate the tax burden and to generate the required funds to provide the services that it would be
required to provide as a condition of the restructure (e.g. road maintenance and policing). In view of the
Provincial Government’s intention to establish a cap on industrial tax rates, the regional council proposed
to standardize the three industrial tax rates (i.e. including Class 2- utilities) and to establish a fixed ratio
between the industrial rates and the residential rate. The mayor also indicated that the regional council
wished to establish a regional economic development authority to facilitate a new approach to improving
strategic investments and planning between key partners including the Provincial Government, First
Nations, industry and the proposed regional municipality.
th

The fixed rate proposal was accepted by the ministry and, in a meeting on November 6 , 2007, the staff
of the ministry proposed the ratio of 1:3.3 subject to the acceptance of the ratio by industry
representatives.
Considerable discussion also took place on the issue of infrastructure funding given that the regional
council saw this as a related but separate issue to be resolved in conjunction with the restructure
proposal.
In April, 2008, the Mayor wrote the Minister of Community Services to provide an update of the
restructure process as well as making proposals to address the issue of industrial taxation and regional
economic development. In her letter, the mayor advised that extensive consultations had been held with
industry groups on the proposal to establish a regional municipal form of Government. The letter also
summarized the responses of the various industry groups to the broader restructure including the
approach to the establishment of industrial tax rates.
In correspondence dated April 28, 2008 CEPA and CAPP jointly responded to the proposals for the
creation of a regional municipality. The organizations indicated that the creation of a single tier local
Government would “enhance the ability of local Government to provide municipal services in the most
cost effective and administratively efficient manner. ”Both organizations also supported the concept of
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establishing a standardized rate for all industry groups and establishing a fixed ratio between industry tax
rates and residential tax rates indicating that. Fixing the ratios of the major business categories at the
same ratio is a significant improvement in property tax fairness and equity.”
CEPA and CAPP also supported the proposal to establish a regional economic authority indicating that
“the ability of the community to maximize local benefits from resource development depends on crafting a
coordinated and strategic approach.
Support was also provided by CEPA and CAPP for the efforts of the regional council to secure funding for
the purpose of addressing Fort Nelson’s infrastructure problems consistent with the funding made
available to the local Governments of the PRRD. The organizations confirmed the importance of Fort
Nelson as a key service centre to industry and indicated that “continued focus on infrastructure
development will enable the oil and gas sector to mobilize and deliver its investment dollars.” The
organizations also stressed that infrastructure development is a shared responsibility of local Government
and the Provincial Government and they encouraged a collaborative approach between the regional
council and the province in developing a strategy to address the infrastructure issue. Both organizations,
however, opposed additional tax levies such as the infrastructure tax in the PRRD as being inappropriate
given the significant tax revenues already provided to Government by the energy pipeline sector.
The Minister of Community Services responded to the Mayor on May 1, 2008 reaffirming that Ministry of
Community Services staff continue to work on various aspects of the restructure proposal including the
industrial taxation question. The Minister confirmed the fixed ratio approach based on a ratio of 1:3.3
subject to acceptance of this ratio by industry.
The letter also indicated that based on a request from the Minister of Energy, Mines and Petroleum
Resources, staff from the Ministry of Finance and the Ministry of Community Services would meet with
the NRRD staff to review the issues relating to future infrastructure financing in Fort Nelson. This meeting
never took place.
The governance study was completed in October of 2008 and confirmed the following:
•

The restructure would provide much greater administrative efficiency in that the town tax levy and
the 25 regional district tax levies would be rolled into one global tax levy for the regional
municipality.

•

Service delivery, funding and governance would be fully regionalized and aligned.

•

The impact of re-aligning existing services would result in a reduced property tax impact in all
assessment classes for both properties within and outside of the town’s boundary.

•

The major tax impacts on properties within the proposed regional municipality would occur in
2012 when policing and road assistance grants expire. In order to maintain tax rates, one of two
things would need to happen - a $1.5M reduction in annual capital costs or unrestricted access to
the industrial tax base to maintain the required level of capital spending to address the
infrastructure deficit.
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It was made very clear to the Ministry of Community Services that in the study annual expenditures in the
amount of $5 to $8M* would be required to address the infrastructure deficit due to historical lack of
access to the industrial tax base. The study also indicated that the creation of a regional municipality
could only address the infrastructure issue if the municipality had full access to the industrial tax base.
The Town of Fort Nelson and the NRRD emphasized to the Ministry of Community Services that there
were only two sources of funding for infrastructure and capital requirements:
•

the use of own source tax revenues from the industrial tax base ; or

•

an annual grant from the Provincial Government similar to the 2005 MoU provided to the PRRD
local Governments.

In granting the Letters Patent for the establishment of the NRRM, the Minister of Community Services
placed a condition in the Letters Patent that tax limitations were to be placed on industrial assessment
classes to maintain industry competitiveness by establishing a fixed relationship between the tax rates in
the residential class and the industrial and utility classes. This effectively eliminated the ability of the new
regional municipality to deal with the historical infrastructure deficit that had grown over the years due to
inadequate tax base support from industry. For obvious reasons, this caveat was not supported by the
members of the restructure committee.
The NRRM was incorporated in February, 2009 and, consistent with the requirement of the Provincial
Government, introduced B.C.’s first fixed industrial tax ratio policy as it applies to the two industrial and
the institutional assessment classes. By establishing a fixed relationship between the tax rates for
classes 2, 4 and 5 the residential rate, greater certainty and predictability was provided to industry. This
was, and continues to be, formally supported by key industry associations such as CAPP and CEPA. On
the other hand, the fixed relationships between these classes, prevents flexibility on the part of the
regional municipality in equitably distributing the tax burden based on the financial impacts attributable to
industrial development. This is discussed further in the next part of this position paper.

6.3.1.6 The Infrastructure Deficit and Future Infrastructure Needs
In 2005, the regional council approved the preparation of a comprehensive study to assess the existing
infrastructure deficit as well as to identify future infrastructure improvements required to accommodate
growth. The study, completed in 2007, identified required infrastructure investments to the year 2019 on
the basis of three categories:
•

Backlog needs which are defined as assets beyond their service life and assets below current
accepted standards.

•

Rehabilitation needs which were defined as improvements required to renovate or replace
previously constructed infrastructure before it reaches the end of its service life.

•

Future infrastructure investments that are required to accommodate future residential,
commercial and industrial growth.
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The study indicated that $353.1 M would be required to pay for required infrastructure improvements to
rectify existing deficiencies and to accommodate future growth to 2019.
The infrastructure study also identified potential sources of funding to offset the cost of infrastructure. The
estimate of potential revenue sources assumed the creation of the regional municipality and therefore
included the proposed regional municipality’s own sources of tax revenue.
The analysis assumed that the NRRM’s own revenue sources would be used to offset the projected
capital costs as follows:
•

Capital funding in the amount of $3.72M per annum based on historical commitment of capital
funds by the Town of Fort Nelson and the NRRD. Over the projection period to 2019, this
amounts to $46.36M.

•

Special capital funding in the amount of $9.3M generated by special tax levy within the
boundaries of the town.

•

Additional tax revenue projected to be generated annually from the newly incorporated tax base
using existing provincial tax rates (i.e. essentially the revenue generated by the province through
the provincial rural tax rate). This revenue was projected over a five year period given that at the
end of the five year period, the new regional municipality would assume the cost of road
maintenance and policing costs thereby off-setting the increased revenue generated from the
newly incorporated tax base. The amount projected to be generated over the five year period
was estimated to be $18.1M.

The sources also included senior Government grant programs for specific types of infrastructure (e.g.
Federal Provincial Infrastructure Program). The study indicated that approximately $145.56M could be
generated by the various sources of revenue identified in the study including tax revenues generated by
the proposed regional municipality (including revenue generated from the newly incorporated tax base)
assuming no increase in the tax rates for classes 2, 4 and 5.
The unfunded portion of the infrastructure costs was projected to be $134M. The inability of the proposed
regional municipality to fund this portion of the infrastructure costs, even with new tax revenues, posed a
serious issue for the NRRD and Town of Fort Nelson. It was evident, from the study, that it would not be
able to provide the required infrastructure to address the needs of the existing population let alone
provide for future growth. The ability of the Town of Fort Nelson to serve the needs of industry in the
future was placed in doubt by the findings of the study.

6.3.1.7 Response of the Provincial Government to NRRM’s Infrastructure Funding
Issue
A review of the many attempts on the part of the NRRM and its predecessors to address its infrastructure
funding issue over the past 30 years suggests that the municipality has not received fair treatment from
the province on this issue. In particular, three decisions on the part of the Provincial Government suggest
that either NRRM’s issues were not properly understood or not given the consideration they deserved.
These are:
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•

the exclusion of the Town of Fort Nelson and the NRRD from the 2005 MoU based on an
incomplete understanding of the issues;

•

the failure of the Provincial Government to honour its commitments to deal with the infrastructure
issue as part of the two stream approach that it had agreed to during the process of incorporating
the NRRM; and

•

the continued insistence by the Provincial Government as late as 2009, that the NRRM has all of
the tools required to address its infrastructure issues.

The failure of the Town of Fort Nelson and the NRRD to receive funding support for infrastructure left the
new regional municipality in a position where it was not be capable of supporting future large scale
industrial development.

6.3.1.8 Negotiation of Infrastructure Development Contribution Agreement
In the period 2004 to 2005, industry announced the discovery of a major shale gas reservoir called the
Horn River. Since that time, a flurry of exploration and development activity has taken place and the
Cordova Embayment and Liard Basin together with the Horn River, were announced as world class shale
gas plays. All three reservoirs are located within the boundaries of the NRRM.
The dramatic developments that unfolded since these announcements were made have been “game
changers” for the Provincial Government and the NRRM. Since 2005 Industry has invested over $6.2
Billion dollars in drilling operations, gas plants and pipelines. This extensive infrastructure is fundamental
and integral to BC’s LNG export strategy. Total employment over that period has exceeded 12,000, with
direct employment of over 8,000 and indirect and induced employment at 4,000 jobs.
The Provincial Government has received over $3.1 billion dollars in revenue from the shale gas
development in the Northern Rockies from 2005-2011. Of that $2.1 billion resulted from Land Bonus while
just under $1 billion was generated in royalties.
Fort Nelson is and will continue to grow as a major service centre to the development of the natural gas
resources within its boundaries and will be at the centre and a key player in the success of the Provincial
Government’s strategy for BC’s Natural Gas Industry and the export of LNG.
Since 2005, the regional council and the community have welcomed the advent of BC’s new shale gas
future and are prepared to support it. This is borne out in its clear leadership role in advocating a planned
and orderly development of the services and infrastructure required by this new industry.
The NRRM had been placed in a financial straightjacket by a series of unfortunate policy decision by
successive Provincial Governments. Premier Clark has recognized the dilemma faced by the community
and mandated a positive process to address the challenges faced by the community.
The Provincial Government and the NRRM agreed to jointly prepare an objective assessment of NRRM’s
future infrastructure needs, its ability to fund future infrastructure and the degree of provincial assistance
require to enable it to carry out is role as a major service centre to the burgeoning shale gas industry.
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In February, 2012 the Premier agreed to establish a process to deal with the development of services and
facilities at Fort Nelson and in the NRRM generally. An MOU was agreed to that addresses the following
matters:
•

The Regional Municipality and the Province acknowledge that, in the process of incorporation, the
subject of the future financing of community infrastructure was to be considered as a separate
matter from the local governance change that was implemented by the incorporation of the
Regional Municipality.

•

The Province, through the Office of the Premier has provided a mandate to address the
infrastructure needs of the Regional Municipality through a three stage process that includes:
o
o
o

Establishing an agreement on the process to be followed in developing a community
development and infrastructure investment plan ;
Developing a community development plan and infrastructure investment strategy; and
Implementing the investment strategy through a formal agreement between the Province
and the Regional Municipality.

•

The Province agreed to undertake the preparation of a community development and
infrastructure investment plan in cooperation and collaboration with the Regional Municipality as a
basis for making investments in community and regional infrastructure including the sharing of
revenues generated in the region in order that the Regional Municipality can accommodate future
growth as well as develop a standard of servicing that offers a high quality of life to the industrial
workforce.

•

The plan, completed in late 2012, established a long term infrastructure investment strategy
consistent with the developed framework and identified potential sources of revenue for proposed
capital expenditures.

The final report was completed and presented to a joint meeting of the Regional Council, Ministers
Bennett and Coleman and Parliamentary Secretary Pat Pimm in January of 2013.
The outcome of the meeting with the provincial ministers was a mandate to prepare an agreement called
the Infrastructure Development Contribution Agreement (IDCA). This agreement was prepared jointly
between the Ministry of Community Development and the NRRM and was ratified in late 2013. The
agreement provides provincial funding up to $10 M per year for a period of twenty years. Funding is
based on the submission of an Annual Infrastructure Development Plan by the NRRM and must receive
the approval by Treasury Board every year of the term of the agreement.
The NRRM is also committed to submitting a Five Year Capital Expenditure Plan and a twenty year Multi
Year Infrastructure Development Plan. While the agreement was ratified in 2013, the first year in which
funding is available from the Provincial Government is 2015. An Annual Infrastructure Development Plan
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for 2015 has been submitted to the Provincial Government and the NRRM is awaiting the decision of the
Treasury Board for funding the plan.

6.3.2 CITY OF FORT ST. JOHN
6.3.2.1 The Impact of Growth and a Poor Tax Base
The City of Fort St. John like other major service centres of resource rich regions of northern B.C.
experienced periods of rapid population growth during the 1960s and 1970s. At times during these two
decades, Fort St. John experienced one of the highest rates of population growth not only in the north but
in the province as a whole. Unlike other service centres, however, the City of Fort St. John did not have
access to the industrial tax base of the industries which it was serving. This prevented the City from
developing a strong financial base from which to provide the required infrastructure and other municipal
services to a rapidly expanding population. The result was poorly constructed infrastructure, low levels of
services and increasing tax rates for businesses and residential property owners during these years.
A further issue compounding the City’s financial issues was the increased growth and development
around its municipal boundaries. Lack of adequate planning and management of development resulted in
the rapid development of areas adjacent or near to the boundaries of the City. During the 1950s, 1960s
and particularly the 1970s, areas such as Charlie Lake, Clairmont, Grandhaven and other areas
immediately adjacent to the City grew quickly without a proper level of servicing. An example of the latter
is the Annofield area which developed south of the City’s boundaries in the late 1950s and early 1960s.
Subdivision of the Annofield area was approved by Provincial Government agencies (Department of
Highways) and development took place with extremely poor levels of service including lack of sewer,
water and poorly constructed gravel roads. The servicing issues of the area became evident very quickly
and residents of the area approached Fort St. John to become part of the town in order to access
required services. The Town refused and the area incorporated as the Village of Annofield in 1961. It
soon became evident that the Village did not have the tax base to enable it to become a viable
municipality. Seven years later, in 1968, the City of Fort St. John agreed to incorporate the Village of
Annofield and inherited an area which had major servicing needs and a poor tax base. Annofield is not
the only area which was incorporated by the City because of poor land use planning and servicing.
Numerous other areas were also incorporated within the City as there were no other alternatives for the
provision of services.
Since the early 1950’s some twenty-six boundary expansion have taken place. While taking on the
servicing issues of these areas and increasing its overall servicing costs, the City could not expand or
diversify its tax base to support the services which were being demanded by the incoming population.

6.3.2.2 Establishment of a New District Municipality (1970 to 1974)
As the City’s financial position began to deteriorate in the late 1960s and early 1970’s efforts were made
by the municipal council of Fort St. John to address the issue of its poor tax base. Discussions began with
the Ministry of Municipal Affairs and Taylor for the possible creation of a district municipality incorporating
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both the Town of Fort. St. John and the Village of Taylor. The rationale behind this proposal was to share
the industrial assessment and more efficiently provide local Government services. In the spring of 1974,
the Council of the town contacted the Minister of Municipal Affairs to document the financial issues of the
Town and to seek his assistance in resolving the growing financial crises. The Minister responded by
indicating that he was aware of the difficult financial situation of the Town and gave his assurances that
moves were being considered which would result in providing relief to taxpayers. The minutes of a regular
th
council meeting held on May 27 , 1974 indicated the following:
“A letter from the Minister of Municipal Affairs addressed to the mayor was received advising that his
department was aware of the difficult financial position of the Town of Fort St. John and gave his
assurance that moves are being considered which would result in relief to the taxpayers.”
The Minister also indicated that the proposed restructuring of local Government would provide an
enlarged tax base to produce the tax revenues necessary for a growing area.

6.3.2.3 Implementation of Revenue Sharing With Taylor (1974 to 1975)
A district municipality incorporating the Town of Fort St. John and the Village of Taylor was never created.
Rather, efforts were redirected to establish an agreement between Taylor and Fort St. John for the
sharing of revenues from the McMahon plant which had located near the Village of Taylor. Discussions
between Fort St. John., Taylor and the Ministry of Municipal Affairs began in the fall of 1974 after the
Minister of Municipal Affairs wrote a letter requesting both Fort St. John and Taylor consider an
arrangement whereby the McMahon plant would be incorporated within the boundaries of the Village of
Taylor but that the tax revenues from the plant would be shared on a 50/50 basis between the two
municipalities. The Minister hoped that Fort St John would also change its recreational fee schedule so
that residents of the Village of Taylor would pay the same fees as those residents living within the Town
of Fort St. John. Various discussions took place between Fort St. John, Taylor and the Ministry of
Municipal Affairs on the sharing formula, culminating in the issuance of Supplementary Letters Patent in
September of 1975 incorporating the McMahon plant within the Village of Taylor and bringing the revenue
sharing agreement into force.
The implementation of the revenue sharing agreement with Taylor in 1975 provided an increase in
revenue to Fort St. John of approximately $57,000 per annum (1975 dollars). It did not address the tax
base issue nor did it fully resolve the financial issues of the town. Control over tax rates and the potential
revenues generated from the McMahon plant were within the control of the Village of Taylor and not Fort
St. John. Also, the agreement provided only access to tax revenues from one plant and not the total
industry being served.

6.3.2.4 The City’s Various Initiatives to Establish Regional Services
The continued development in the unincorporated areas surrounding the City were also having an
increased impact on City services and finances. City services and facilities were being used by those
residing outside of Fort St. John’s boundaries without tax base support from these rural areas. This issue
was not unique to the City of Fort St. John in the region or elsewhere in the province. In other
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communities of the Peace region, there was a growing recognition that access to the rural tax base,
particularly the industrial base, was necessary for the municipalities to be in a position to provide the
services the workforces of industry required. This realization led to a number of municipalities in
Northeastern B.C. establishing benefiting areas with surrounding electoral areas of the regional district in
order to structure more equitable servicing arrangements and to access the industrial tax base
surrounding them. Two municipalities were particularly successful in structuring such arrangements—
Chetwynd and Fort Nelson.
Given the increasing use of Fort St. John’s services and facilities by rural residents and the precedents
being established elsewhere in the region, Fort St. John initiated discussions with the directors of the
electoral areas of the North Peace to explore opportunities for the establishment of benefiting areas to
support existing and proposed community facilities and services. The first service which was identified
was the funding of a library and theatre complex in the community. In 1980, a referendum was held in
Electoral Areas B and C., Taylor and Fort St. John for the purposes of funding the library and theatre
complex. The referendum failed to pass in Electoral Areas B, C, and Taylor and was therefore defeated.
The issue of increased access to the rural industrial tax base by local Government became more critical
as the City’s financial position began to weaken and it became obvious that winning support for
regionalization of services in Electoral Areas B and C as well as Taylor would be difficult. Like many other
resource dependent regions of B.C, the Peace Region was hit hard by the recession which began in
1982. Fort St. John in particular was vulnerable. While it had some of the highest residential and business
tax rates in the province, it was still generating inadequate tax revenues to provide even the most basic
services. Basic maintenance of infrastructure services suffered due to the low revenues being generated
by the City resulting in further increases in the City’s growing infrastructure deficit. In the early 1980s, the
City essentially declared bankruptcy in that many residential and business property owners, hit hard by
the recession, defaulted on the payment of their taxes. Approximately $6 M or approximately 30% of the
annual tax levy could not be collected. The financial problems of the City became acute during this period
and the City realized that unless it had access to the tax base of the industry it was serving, it would not
be in a position to provide even the most basic of services, let alone weather difficult economic times.
Toward the end of the 1980s and early 1990s, a renewed effort was made by the City of Fort St. John to
address the lack of access to the industrial tax base.
In February of 1991, council authorized the mayor to write to the Peace River Regional District proposing
the establishment of a subcommittee on rural taxation issues. The mayor was appointed as a one man
subcommittee by the regional board to develop terms of reference in conjunction with the Fort Nelson
Liard Regional District. The committee was eventually expanded and was given the mandate to explore
the establishment of a number of regional service arrangements including a general Government
extended services function, libraries, solid waste, cemeteries and regional policing. This led to the first of
the three MoUs which became known as “Fair Share”. As indicated in Section 2 of this report, the initial
MoU provided inadequate funding to the larger service centres and was a grant that could be eliminated
at any time by the Provincial Government. This led to the re-negotiation of the original MoU in 1998
which, while providing additional funding, did not address the need to establish a permanent solution to
the chronic lack of funding for infrastructure in the city.
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An important meeting was held with the Regional Board of the Peace River Regional District on February
24, 2000. At this meeting the City made a comprehensive presentation covering the following topics:
•

The vital importance of the service centres to the future economic development of the
Northeastern B.C.

•

The importance of putting the community first rather than emphasizing political jurisdictions in the
provision and funding of services.

•

A comparison of Fort St. John with other service centres in the province in terms of role and
access to the industrial tax base stressing that such centres have a unified tax base including
industry.

•

The provincial policy which provides for the establishment of a unified tax base with any new
resource communities.

•

The financial challenges which the City is confronting in servicing a growing region.

•

The inadequacy of the funding and approach taken in the Fair Share MOUs.

•

The goals of Fort St. John to unify the residential and business tax base (service providers) with
the resource industry tax base (economic driver).

•

The impact which Fort. St. John’s proposal would have on industrial tax rates.

•

A confirmation that the City wholly supports the Regional District policies adopted by the board on
April 24th, 1977.

The board received the presentation but did not act on it.
At this time, the City again began discussions with the electoral area directors to establish more equitable
cost sharing arrangements for specific municipal facilities and services which benefited the rural areas.
These facilities and services included the arena, library, policing, the North Peace Cultural Centre, the
children’s arena, the curling rink, the slow pitch facility and the gym used by North Peace Gymnastics.
th

On July 15 , 2000 the City made a presentation to the electoral area directors of Electoral Areas B and C.
In the presentation, the City and Regional district staff identified services which they felt should be
provided and funded on the basis of the entire North Peace region. These included the North Peace
Airport Society, the North Peace Cultural Centre, the Fort St. John and Area Library Association, the
North Peace Arena, the Kid’s Arena, the Fort. St. John Curling Rink, as well as a number of other
facilities. The City reiterated the problems which it was facing and identified solutions which it favoured.
The solutions included the establishment of a North Peace Services Area through which various services
would be provided and funded. The North Peace Services Area was to be sufficiently large to access the
industrial tax base of the North Peace so that industry would pay its fair share of the cost of providing
services to its workforce. The City indicated that it was not prepared to see permanent facilities and
services funded by discretionary grants in aid. The City also wished to implement the “Fairness Concept”
established in the North Peace Services and Taxation Study where taxpayers receiving the same level of
service would pay a uniform tax rate. The City identified the creation of a North Peace Service
Commission as the preferred governance model for the North Peace Services Area. The taxation
implications of the various scenarios were also discussed with the Electoral Area directors.
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After considering the presentation, the electoral area directors did not agree with the approach presented
by the City and refused to hold a referenda on these services.

6.3.2.5 The Search for Viable Models of Local Government Reform - the Grass Roots
Initiative
When it became clear that the City was unlikely to be successful establishing equitable servicing and
funding arrangements with the Electoral Areas B and C, a decision was made to investigate how other
service centres in resource oriented regions have addressed the governance issue. In the course of the
City’s research, two innovative examples where found in Alberta. These included the Regional
Municipality of Wood Buffalo and the County of Strathcona. Both of these municipalities had
characteristics which were relevant to the North Peace in that both were required to serve both urban and
rural areas and to access a dispersed industrial tax base. The City assembled a group of community
leaders, municipal staff and representatives of Provincial Government agencies to travel to Wood Buffalo
to examine the approach which had been taken by the Province of Alberta in addressing issues similar to
those in the North Peace.
The Regional Municipality of Wood Buffalo was established by the Government of Alberta in response to
the City of Fort McMurray’s efforts to restructure its boundaries to take in the industrial assessment
associated with the Oil Sands project. In 1995, the Government of Alberta enacted a new Local
Government Act which provided for the establishment of “Special Municipalities”. This class of
municipality was intended for geographically large municipalities which required special powers to
address both urban and rural needs. Using this section of the new Act, the Government established the
Regional Municipality of Wood Buffalo which encompasses an area of sq. miles and which contains
eleven communities including the former City of Fort McMurray. The response to the fact finding trip was
positive among the community leaders who visited the community. Through discussions with council
members and appointed staff, they were able to assess a governance model which addressed both the
needs and unique characteristics of urban and rural areas while protecting the interests of smaller
communities through the establishment of a well-designed ward system. They also saw how a rural
industrial tax base of considerable value can be shared to the benefit of all of the communities within the
Regional Municipality.
In November of 2000, the City of Fort St. John sponsored a second fact finding trip to Strathcona County.
Again community leaders from the North Peace (MLA for North Peace, council members, the PRRD
director for Electoral Area C, representatives of community groups and business owners) as well as
representatives of the Ministry of Community, Aboriginal and Women’s Services and the Ministry of
Energy Mines and Petroleum Resources took part. Community leaders from the North Peace were again
able see an innovative governance structure which was able to serve both rural and urban interests.
The county contains the community of Sherwood Park (population of approximately 45,000) as well as
eight rural hamlets. While service levels for some services such as water and sewer differ between
Sherwood Park and the eight hamlets, a uniform tax rate is paid by the same class of assessment
irrespective of where it is located. The community leaders from the North Peace were able to see
innovative servicing arrangements in which rural hamlets contained some of the major recreation services
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provided by the county even though these were available to the entire community. One of the key
features associated with the County of Strathcona, which also has the status of a “Special Municipality” is
the manner in which the Provincial Government deals with the urban and rural areas. For example:
•

While the municipality pays for policing costs within the urban area of Sherwood Park, the
Provincial Government pays for policing costs in the rural area.

•

The Provincial Government has different grant programs for the urban areas than for the rural
areas. The rural area of the county is eligible for the rural grant programs while Sherwood Park is
eligible for the urban programs.

•

The Provincial Government maintains the secondary highways.

Many of the community leaders who had traveled to both Wood Buffalo and Strathcona County identified
many desirable features related to these two models and expressed an interest in investigating similar
options for the North Peace.

6.3.2.6 The Establishment of the Grass Roots Initiative
Faced with a stalemate between the City and the electoral area directors of the North Peace on the issue
of shared servicing arrangements, the City decided in 2001 to initiate a process for examining options for
governance reform in the North Peace. A fundamental feature of the process was the extensive
involvement of the public in the process. The extensive involvement of the public in the process was
intended to achieve two important objectives. The first was to provide objective research to the public on
the manner in which services are provide and paid for in the North Peace as well as the tax implications
associated with any changes in the present local Government structure. The second was to allow the
public to make informed choices on possible options for local Government reform. The process became
known as the Grass Roots Government initiative.
The Grass Roots initiative was oriented to four major stakeholder groups. These included the Provincial
Government at both the political and senior staff level, industry represented by organizations such as
C.A.P.P. and major companies such as Duke Energy, other local Governments of the Peace River
Regional District, and the public. A comprehensive strategy was developed which identified various
interrelated activities to be pursued with each group of stakeholders. Initially, the emphasis was placed on
developing an effective consultation process with the public of the North Peace as the public would
ultimately have the most important voice in any potential changes to the governance structure. An
organizational structure for the public consultation process was established. Three specific bodies were
established.
The ELECTED OFFICIALS STEERING COMMITTEE (1) established the framework and procedures for
the Citizen’s Task Force and liaised with other elected officials in the North Peace including the MLAs and
ministers, the school board, the college board, the health board, the councils of other municipalities and
the regional district board. The Elected Officials Steering Committee was intended to consist of the
council of the City of Fort St. John as well as the directors of Electoral Areas B and C and their alternates.
Although invited by the mayor of the City in writing, the electoral area directors chose not to participate on
the Elected Officials Steering Committee. The CITIZEN’S TASK FORCE (2) was to be comprised of
individuals from the North Peace appointed by the Elected Officials Steering Committee. No elected or
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appointed officials of municipalities or regional districts were appointed to the Task Force. In appointing
the task force members, efforts were made to have an equitable representation from all geographical
areas and to include representatives from established community groups and organizations, industry
groups as well as members at large. The mandate of the task force was to consult with and report to the
citizens and organizations of the North Peace and to make recommendations on local Government
reform to support the future goals of the North Peace. It was specifically asked to assess six options for
local Government reform including:
•

Enhanced Fair Share.

•

Regionalized services in the North Peace.

•

Incorporating industrial assessment within the boundaries of the City by “satelliting”
industrial assessment.

•

Establishing a new regional district in the North Peace.

•

Establishing a regional municipality.

•

Dissolving the City and allowing it to become a electoral area under the Peace River
regional District.

It was also to report regularly to the Elected Officials Steering Committee and to respond to any requests
of the committee. In considering options for formalizing the task force, the task force members
recommended that they be constituted as a standing committee of council. This status had implications
for how meetings were conducted, rules of order receiving delegations and other activities. A
SECRETARIAT (3) was established to consist of Fort. St. John’s city manager and the regional district
administrator and consultants as required to assist both the Elected Officials Steering Committee and the
Citizens Task Force. The regional district administrator declined to participate as a member of the
Secretariat.
The Grass Roots Citizens Task Force held its first formal meeting in March, 2001 and began the process
of defining its make-up, the goals and objectives it wished to achieve, the options it wished to analyze and
the principles by which it wished to evaluate the options. The terms of reference provided to the task force
required it to examine six broad options for local Government reform. During the initial months, the task
force devoted itself to becoming familiar with the structure of local Government, the property tax system in
British Columbia and the manner in which services are delivered and funded in the Peace region.

6.3.2.7 Grass Roots Activities and Recommendations (2001 to 2002)
In June, 2001 the Grass Roots Task Force began its first series of public meetings in the North Peace.
The primary purpose of the meetings was to communicate the purpose of the task force and to obtain
initial input from the public on the issues which had led to the Grass Roots process. Following the initial
public meetings, the committee began to refine the broad options it wished to evaluate and also adopted
nine guiding principles which served as a basis for the subsequent evaluation of the options.
•

Option 1: Enhanced Fair Share

•

Option 2: Regionalized Services

•

Option 3: Boundary Extension – “Satelliting” of Industry
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•

Option 4: New North Peace Regional District

•

Option 5: Regional Municipality

•

Option 6: Dissolution of City

The task force held numerous meetings and workshops in order to evaluate the options. Each of the
options considered by the task force was analyzed by the Secretariat to identify the taxation and
financial impacts. The task force then evaluated each option on the basis of the nine guiding
principles.
•

Effective representation system.

•

Minimal Government.

•

Decision making process easily understood.

•

Best value for taxpayer’s dollar.

•

Fairness and equity in provision of services

•

Flexibility in responding to different lifestyle choices

•

Ability to provide local Government services from local Government resources.

•

Ability to establish an environment for job creation, investment and economic growth.

•

Acceptance of consent for local Government reform.

Following the initial series of public meetings, a small group of residents began to actively oppose the
activities of the task force and closely monitored the activities of the task force attending every regularly
constituted meeting. The group was opposed to any change in the governance of the North Peace and
repeatedly made representations to the task force to this effect. Individuals in the group also began to
challenge the process which the task force was following, the format of the meetings and the role and
influence of the secretariat. Individuals of the group also identified an option which they believed should
be considered by the task force. The task force agreed to fully examine the option presented by the
group. As the secretariat completed its presentation of the financial and taxation implications of the
options, the task force requested that members of the secretariat not attend further meetings. In May,
2002, the task force held a second series of open houses in the North Peace. A total of nine open houses
were held throughout the North Peace. The open houses were well attended and considerable dialogue
took place between the committee and the members of the public. The task force felt that the reaction at
the public open houses was skewed by the efforts of the group opposing any change. In its final report
the task force states the following:
“Unfortunately, the committee was preceded by a very small but well organized opposition group which
was determined to derail the public open house process. They disseminated outdated and erroneous
information and spread fear of the Committee’s intentions, to the point where it was difficult for the
Committee to get its message out.”
Due to the activities of the small group opposing change, much of the research and analysis undertaken
to identify the taxation implications of the various options was never fully presented by the Committee and
many legitimate questions raised by the public in the course of the initial open houses went unanswered.
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6.3.2.8 The Establishment of the Select Committee by the Peace River Regional
District
In response to the City’s Grass Roots initiative, the PRRD, in 2001, established a Select Committee
consisting of the regional district board to address the issues surrounding the Fair Share Agreement and
to review the work of the Grass Roots Citizen’s Task Force. Initially, the regional district made the City of
Fort St. John’s membership on the committee conditional on the receipt of a written commitment that the
City would work within the present local Government structure. This commitment was not received from
the City who indicated that the issue of local Government structure is best taken out of the political arena,
and given to the citizens such as the Grass Roots Citizen’s Task Force. The Select Committee was
rd
established on March 23 , 2001 to achieve two objectives. The first objective and its top priority was to
begin the process of renewing and enhancing the Fair Share Agreement with the Provincial Government.
A second priority was to focus on the City of Fort St. John’s Grass Roots restructure process to ensure
that the impact of the City’s proposals on other members of the regional district would be identified. The
City of Fort St. John offered to assess the impacts of any proposed governance restructure on the other
municipalities and the regional district and make the information available to the Select Committee.
It was pointed out by the Select Committee that in 1998 when the Provincial Government offered grants in
the amount of $12 M annually to local Government, the provincial revenue from oil and gas was $400M.
The committee indicated that provincial gas and oil revenues had risen to in excess of $1B a year. A
terms of reference and a list of priorities were established for the Select Committee and the committee
began its deliberations.
•

To examine, review, evaluate and comment on all restructuring proposals under consideration by
the City of Fort St. John with particular attention to impacts on the other members of the Peace
River Regional District and the Regional District itself.

•

To review independently and evaluate the appropriateness an differences of the Wood Buffalo
and Strathcona forms of Government as they might apply to this Regional District.
To prepare and carry out a communication strategy to inform Board members and the electors of
the results of the reviews and evaluations on an ongoing basis and to respond to media
commentary pertaining to this initiative.

•

To re-examine the original regional proposal and update it.

•

To examine whether a case may be made for enhancing Fair Share under the M.O.U., and

•

To examine changes within member municipalities since the original Fair Share agreement
including but not limited to population, boundaries, tax base and additional mandatory
expenditures.

A technical committee was also appointed consisting of the staff of the member municipalities.
A presentation was prepared by the technical committee entitled “A Framework for a Renewed Peace”.
The report examined two routes to produce more revenue for the region:
•

A renewed Fair Share memorandum of understanding.

•

A taxation scheme that would be autonomous and permanent.
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•

The presentation indicated that both courses of action had merit but that the option of a renewed
Fair Share MOU had significantly higher chance of success. The report stated:

“Experience would indicate that the righteousness of our cause to obtain a taxation scheme with
permanency, autonomy and certainty has failed to make converts in previous attempts…..and has a low
chance of success.”
The presentation indicated that an increase in annual revenues to local Government from $12M to $30M
would occur if the same general formula used in 1998 were applied to the $1B in provincial revenues
presently being generated in the Peace Region. The presentation also identified the need to rethink the
distribution formula used to allocate funds to the various members of the regional district to reflect
changes in the revenues and expenditures for municipalities. The proposal to change the distribution
formula was only to apply to the revenue generated over and above the $12 M being generated under the
prevailing MOU. The presentation indicated the need to establishing strategic infrastructure plans for both
municipalities and electoral areas as a basis for justifying the need for revenue. Other potential uses of
enhanced revenues were identified in the Technical Committee’s report which included funding to offset
municipal policing costs and adding additional rural police. Addressing the impact associated with
downloading of services, offsetting the impact of reduced provincial grants, eliminating revenue sharing
agreements, preparing industrial hazard site mapping and communications, regionalization of library
services and other new services, payments to municipalities to recognize non-resident use of service
centre facilities, per capita administrative grants to municipalities with the remainder being distributed on
the basis of the old formula.
The work of the Select Committee resulted in a renewed effort on the part of the municipalities and
electoral areas of the PRRD to work together toward the objective of establishing a permanent solution to
the lack of access to the industrial tax base of the region.

6.3.2.9 Changes to City Boundaries
The City has initiated a number of attempts to expand its boundaries some of which have been
successful. The City extended its boundaries to include Louisiana Pacific’s OSB plant in 2002 which
enabled an increase in its industrial tax base. More recent attempts to provide for a more extensive
boundary restructure have been met with opposition from rural residents and businesses who continue to
benefit from City services without paying property taxes to the City. In 2014, the City was successful in a
more modest expansion of its boundaries to include land required for future development.

6.3.3 CITY OF DAWSON CREEK
Dawson Creek was for many years the largest community in the Peace region of Northeast BC. Its
presence in the region is centred on its strong agricultural, oil and gas, and transportation economic
foundations. These traditionally comprised:
•

Eleven grain elevators plus seed cleaning and fertilizer storage and distribution, along with
associated rail and road transportation facilities;
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•
•

Large lumber mill;
Oil refinery, along with Imperial Oil, Schlumberger and other corporate offices.

As a result of this strong economic base within a substantial community, many amenities were developed
in Dawson Creek in the 1950s and 1960s. These included:
•
•
•
•
•
•
•

Indoor pool;
Memorial arena;
Golf course;
Curling facilities;
New hospital;
Unchaga Hall;
New schools.

With the advent of the early 1980s, it was recognized by the municipality that an expanded tax base was
required in order to continue to provide and fund services delivered by the City. While most of the debt
taken on for amenities and facilities such as those listed above had been retired, there was continuing
demand for new facilities, as well as maintenance requirements for those already in place.
One initiative undertaken by the City to grow its industrial tax base involved the extension of municipal
boundaries to the west of the former boundaries in order to incorporate a Louisiana Pacific forest
products operation. This facility was located on land formerly owned by BC Rail and Northwest
Preservers. The development of additional industrial operations on lands surrounding the City, which
may have led to further boundary extensions, was stymied due to the fact that Dawson Creek was
surrounded by lands that fall within the provincial Agricultural Land Reserve.
In the years following the Louisiana Pacific boundary extension noted above, additional industrial activity
took place in the southern Peace River region. This activity included:
•
•

Tembec Pulp Mill (recently purchased by the Paper Excellence Group);
Major growth of oil and gas exploration, extraction and conveyance, particularly that associated
with the Montney gas field.

The Tembec Pulp Mill was brought within the boundaries of the District of Chetwynd, and a tax-sharing
arrangement struck between the District and the City of Dawson Creek.
As discussed elsewhere in this report, the dispersed nature of most oil and gas activities present
significant challenges to bringing these activities within municipal boundaries. The situation facing the
City of Dawson Creek was therefore similar to that facing the City of Fort St. John and other Northeast BC
communities – manage the impacts to municipal services from oil and gas activities without having direct
access to the tax base and revenues generated by this industry.
The City looked to the Peace River Regional District and the neighbouring Village of Pouce Coupe to
participate in drawing on a tax base broader than that within the City to fund what is known as the Encana
Centre. A referendum to take on $17 million in debt was held with electors from the City, Village,
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Electoral Area D and a portion of Electoral Area E of the Peace River Regional District. The referendum
was successful, and therefore provided the City with industrial and other property taxation revenue to
fund this new amenity located within Dawson Creek.
The Fair Share Agreement grants-in-lieu from the Province of BC have been used as a significant
source of revenue to the City of Dawson Creek since inception in the 1990s. In addition, there has been
growth in industrial, commercial, residential and other property taxation from within City boundaries.

6.3.4 DISTRICT OF CHETWYND
6.3.4.1 Regional Servicing Arrangements
The District of Chetwynd, unlike the City of Fort St. John was successful in establishing regional servicing
arrangements. This enabled certain services and facilities to be supported by not only the municipal tax
base but the rural industrial tax base surrounding the district as well. In 1970, a referendum for the
purposes of constructing an arena was approved in both the municipality and the benefiting areas
surrounding the municipality (part of Electoral Area E). This was followed in 1980 by a successful library
referendum, in 1986 by a successful fire protection referendum and in 1987 by a successful leisure center
referendum.

6.3.4.2 Boundary Extensions and Tax Revenue Sharing Arrangements
In addition to successfully establishing regional servicing arrangements, the district has also been
successful in restructuring its boundaries to capture assessment and to establish tax revenue sharing
arrangements for major industrial plants in the region. The District of Chetwynd was originally
incorporated as a village in 1962 but restructured to become a district municipality in 1983. It further
undertook a major boundary restructure in 1996 when it incorporated an additional 49 square kilometers
within its boundaries including major industrial plants. These in included the Tembec pulp mill, Enersul’s
sulfur processing plant, a gas plant and a coal mine and processing facility operated by Pine Valley
Mines.

6.3.5 DISTRICT OF TAYLOR
The District of Taylor has been successful in incorporating industrial assessment through its initial
incorporation as well as in subsequent boundary restructures. Taylor incorporated as a village in 1958
with its boundaries taking in the Spectra gas processing plant and refinery. Canfor’s planer mill opened
shortly after the incorporation of the village. The village restructured its boundaries and assumed the
status of a district municipality in 1989 incorporating the natural gas processing plant constructed in 1985
and Fibreco’s pulp mill constructed in 1988.
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6.3.6 DISTRICT OF HUDSON’S HOPE
6.3.6.1 Incorporation and Boundary Restructures
The District of Hudson’s Hope was initially incorporated in 1964 during the construction of the B.C.
Hydro’s W.A.C. Bennett Dam with its Gordon M. Shrum Generating Station. The current district
municipality was created through the amalgamation of the Hudson’s Hope Improvement District and the
District of Hudson’s Hope in 1967 following the completion of dam construction. The boundaries of the
district encompass a large geographical area of approximately 940 square kilometres. A second dam
(the Peace Canyon Dam) was constructed in the 1970s and completed in 1980. The boundaries of the
District include both dams and the district receives payments in lieu of taxes (PILT) from B.C. Hydro. The
District has made various representations to the Provincial Government to increase the revenue it
receives from B.C. Hydro and to have the formula applied elsewhere in the province also applied to the
district. A special formula is applied to Hudson’s Hope by the Provincial Government given the size of the
municipality and the large amount of revenue that would be generated if the provincial formula were used.
The use of a special formula has been contested by the council of the district and efforts continue to
increase revenues to the district.

6.3.6.2 Shared Service Arrangements
Given the extensive boundaries of the district, the vast majority of the population that obtain services from
the district are located within the boundaries of the municipality and no shared service arrangements are
necessary.

6.3.7 DISTRICT OF TUMBLER RIDGE
In 1981, the Provincial Government signed an agreement with representatives of the Japanese steel
industry, Dennison Mines and Teck Corporation for the development of the Northeast Coal project. The
project involved the construction of two coal mines (Quintette Coal Mine, Bullmoose Mine), major
infrastructure including a highway, transmission line, rail line and a town site which became known as
Tumbler Ridge.
The development of the town site as well as the establishment of a functioning local Government was an
integral and important component of the Northeast Coal project and involved extensive planning work on
the part of the Provincial Government to address the physical, social, financial and other aspects of town
site development. The Provincial Government selected the town site and established the boundaries of
what became the District of Tumbler Ridge. An important aspect of preparing the comprehensive plan
prepared by the Provincial Government was the establishment of a functioning local Government that had
the financial capacity to provide the necessary infrastructure and services to the mine workforce and their
families. A financial plan was prepared that projected future servicing costs, including infrastructure, and
identified the required sources of revenue. The two mines and associated processing facilities and
infrastructure were purposefully included within the boundaries of the district to generate the tax revenue
required for the proper functioning of the municipality. Approximately 60% of the district’s entire revenues
were generated from taxation of the two mines.

P a g e | 113

Due to declining world coal prices, the Quintette Mine closed in 2000 and the Bullmoose mine closed in
2003 leaving the district with a rapidly declining tax base and revenues with the prospect of bankruptcy.
The district council established the Tumbler Ridge Revitalization Task Force comprised of council
members, regional district representatives, community and business leaders as well as provincial
representatives. In view of the district’s difficult financial position, the Provincial Government agreed to
assume the district’s debt and dedicated funding for services. Economic development and marketing
efforts by the district were successful with increased diversification of the local economy.
Not long after the shutdown of the Bullmoose mine, Western Coal announced the opening of its
Wolverine Mine in 2005 followed by the opening of the Trend Mine by Peace River Coal. The economic
and population impacts associated with the opening of these two mines were significant in that the direct
mine workforce for the two miens was in the range of 750 employees. In addition to stabilizing the
economic base of the community, the development of the two mines re-established the industrial tax base
of the district.
In 2014, both mines were closed again due to the poor prices for metallurgical coal on world markets. The
district again finds itself in a position of having to diversify its economic base and to address financial
concerns related to a declining industrial tax base and revenues.

7.0 The Creation of the NEBC Resource
Municipalities Coalition
All municipalities of Northeast B.C, other than the District of Hudson’s Hope, created and launched the
NEBC Resource Municipalities Coalition in September 2014 (see Appendix G).
The overall policies and positions of the NEBC Resource Municipalities Coalition included:
1. Protection and enhancement of existing resource municipalities of Northeast B.C.
o

The overarching policy position of the Northeast B.C. Resource Municipalities Coalition is
to protect and enhance existing resource municipalities so that they continue to develop
as permanent, sustainable and vibrant communities providing a high quality of life for
existing and future residents. While the Resource Municipalities Coalition supports the
important role that the resource municipalities play in supporting existing and future
resource development, the resource municipalities cannot be defined solely on the basis
of their service centre function but must be seen as economically diversified and socially
vibrant municipalities that will continue to develop and prosper in the long term.

2. Mitigation of impacts on resource municipalities.
o

All short and long term economic, social, community, financial and environmental impacts
incurred by the resource municipalities of Northeast B. C. attributable to future industrial
development, including the cost to municipal infrastructure and services, must be fully
mitigated by the senior governments and by industry.

3. Increase the proportion of the workers and their families that will take up permanent residency in
the resource municipalities.
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o

The Resource Municipalities Coalition will work with industry and the provincial
government to increase the proportion of workers and their families that permanently
reside in the region as a whole.

4. Maximize local content in the labour, goods and services provided to the resource industries
o

The Resource Municipalities Coalition will work with industry and senior levels of
government and their agencies such as Northern Opportunities and Energy B.C. to
increase the local content of goods and services required by the resource industries in
Northeast B.C.

5. Resource Municipalities will be involved and consulted in all resource development decisions that
directly or indirectly impact municipalities.
o

The Resource Municipalities Coalition will advocate that resource municipalities are
involved and consulted in all resource development and policy decisions that directly or
indirectly affect their interests.

6. Resource Municipalities Coalition will lead the preparation of a resource infrastructure plan.
o

The NEBC Resource Municipalities Coalition will lead the preparation of a resource
infrastructure plan for NEBC to guide decisions for the provision of community services
and infrastructure required to accommodate projected future growth and development in
the region.

7. Provincial investments are required to expand community and regional services and
infrastructure.
o

The Resource Municipalities Coalition will advocate for the provincial government to
make timely investments in the expansion of provincial services and infrastructure within
Northeast B.C.

8. Protection and extension of existing funding agreements.
o

The funding provided through the Peace River MOU negotiated between the provincial
government and resource municipalities and the Peace River Regional District must be
protected and extended. This is required to ensure adequate tax base or revenue support
to address the financial impacts on the resource municipalities as well as the need to
provide for the economic sustainability of the resource municipalities. The NRRM IDCA
negotiated between the provincial government and the NRRM must be fully implemented
and revised to address not only natural gas development but resource development in
general.

9. Protection of the environment.
o

The Resource Municipalities Coalition will work to ensure that the provincial resources
are developed in a manner that protects the natural environment and the safety and
health of the residents of the region as a whole.

10. Collaboration and partnerships with First Nations.
o

The Resource Municipalities Coalition and the individual resource municipalities will work
to sustain and further develop relationships with the First Nations of Northeast B.C. to
address issues of mutual concern related to future resource development within the
region.
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11. The benefits of resource development in Northeast B.C. must be shared with the Resource
Municipalities of the region.
o

The economic and financial benefits generated by future industrial development must be
shared with the resource municipalities of Northeast B.C. to reflect the value that the
resource municipalities are providing in supporting resource development and to enable
them to invest in their future development and sustainability.

12. The coalition will develop an overview of proposed resource infrastructure planning process.
o

Guiding Principles:


A consensus between the Provincial Government and the resource municipalities
on broad goals for regional resource and economic development is vital to the
achievement of economic and financial benefits.



Impacts of resource development on the resource municipalities must be
addressed to protect the quality of life within the municipalities and region as a
whole and to enable the municipalities to support development.



The cumulative impacts of resource development on the resource municipalities
and the region as a whole must be identified and addressed through appropriate
mitigation.



Local and regional economic benefits associated with resource development must
be optimized.



The plans, policies, initiatives and investments of the Provincial Government, the
resource municipalities and industry must be coordinated and aligned to enable the
full benefits of regional resource development to be realized.

13. Address the impacts of worker accommodations on municipal services and infrastructure.
o

The Resource Municipalities Coalition will work with the Provincial Government and
industry to ensure that worker accommodations are well planned and serviced and that
any impacts on the services and infrastructure of the resource municipalities are
mitigated.

7.1 Long Term Economic Planning
In view of the prospects for major upstream natural gas development predicated on the discovery of vast
shale reservoirs in Northeastern BC (Liard, Horn, Cordova and Montney formations) coupled with the
plans for development of Site C and continued development of the region’s forestry, mining and
agricultural industries the Coalition initiated a comprehensive economic impact study.
The Provincial Government declined to participate in the planning process indicating that it did not
engage in long term planning for the provision of provincial services. Provincial representatives also
viewed this longer term planning as idealistic. Given the decision of the Provincial Government not to
participate in the planning process, the coalition decided to pursue elements of the planning process
including a detailed analysis and projection of future employment and population. The Province did
however provide encouragement for the economic planning work to be continued by NEBC Local
Governments.
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7.2 Permanent Access to the Rural Oil & Gas Tax Base
The renewal of the 2005 Fair Share Agreement continued to surface in meetings of the coalition even
though the coalition had formally adopted a policy position in June 2014 that the 2005 agreement should
be honoured.
A fundamental disagreement surfaced between the municipalities as to how the renewal issue should be
addressed. This ultimately led to the tensions that resulted in Dawson Creek, Pouce Coupe, Tumbler
Ridge and Chetwynd leaving the Coalition.
Fort St John and Taylor remained in the Coalition together with the Northern Rockies. These
Municipalities wished to see the preparation of a more solid planning basis to ensure that funding levels
were related to growth rates and costs, before negotiations on the renewal of the 2005 Agreement began
with the Province.
This position reflected the fact that the City of Fort St. John and District of Taylor were growing at a
quicker pace than the other municipalities in the south Peace. In addition, these north Peace communities
were facing much higher rates of growth due to Site C and the possible development of Petronas which
would have had major implications for activity in the North Montney natural gas formation.
The South Peace Municipalities wished a more direct approach and were less concerned about the
linkage between growth and funding levels.
It became evident that the Provincial Government intended to move quickly to open the negotiations,
despite the fact that the current agreement did not expire until 2020. It was obvious the Province had little
interest in seeing the municipalities undertake impact assessments and planning work.
The province wished to remove any significant escalation provisions from the Fair Share Agreement. The
schism between the municipalities became evident to the Provincial Government, who saw the
opportunity to achieve its objectives by moving quickly to reopen the 2005 Agreement. The Province
sought to reduce the indexing using the premise that a longer term agreement would be possible at a
lower level of funding with no linkage to the rural industrial tax base.
The Coalition had adopted policies and processes in June 2014 to prepare for negotiations with the
Province. This work was done in anticipation that a new and permanent linkage to the rural oil and gas
tax base should be negotiated prior to 2019 in light of the expiration of the agreement in March 2020.
The Coalition position of negotiating for a continuation of the linkage with the growth of the industrial
property tax base was based on the historic increase in Provincial royalties, land sales and Provincial
property taxation revenue over the previous decade. The Coalition position was that the growth in the
indexing of the Fair Share Agreement was completely in sync with the growth in Provincial Revenues and
was a solid basis for future negotiations for a continuation of linkage to the industrial tax base for the
Peace Region Municipalities and Regional District.
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The following table for Provincial revenues for the 2005 - 2014 period indicates that the Province received
over $20 billion in resource revenues and still found it necessary to cancel the existing Fair Share
Agreement arguing that it was unaffordable to the Province.

Year
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
TOTAL

Provincial Oil & Gas Revenues from NorthEastern BC
2003 to 2014
(in millions)
Land Sale
Provincial Rural
Property Tax
Total Oil & Gas Bonuses
($Millions)
Revenue
Royalties
$1,329
$647
$1,500
$232
$2,050
$534
$9.13
$1,319
$630
$10.11
$1,273
$1,047
$10.00
$1,460
$2,663
$10.89
$491
$893
$11.63
$402
$844
$11.93
$408
$223
$12.99
$248
$139
$14.46
$539
$225
$15.80
$427
$383
$16.83
$11.46 Billion

$8.46 Billion

$124 Million

Total Provincial
Revenue
2003-2014
$1,976
$1,732
$2,593
$1,959
$2,330
$4,134
$1,396
$1,258
$644
$401
$780
$827
$20.03 Billion

*British Columbia Oil and Gas Industry Statistics (2003-2014) - Provided by the Ministry of Natural Gas

The Coalition adopted policies outlining business case planning whereby they would provide assistance
to all municipalities and electoral areas in having reliable projections of future demands arising from all
major resource industry developments being proposed for Northeastern BC.
Additionally the Coalition business case planning would include coordination and assistance to its
member municipalities in preparing updated OCPs, asset management programs and capital planning.
These efforts would assist municipalities to determine the infrastructure and service expansion that they
would face in light of major industrial projects proceeding.
The Coalition undertook research work related to the industrial tax base disconnect in Northeastern BC
as well as comparative analysis of industrial tax base support elsewhere in BC where the industry was
incorporated in municipal boundaries.
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In January 2015 Dawson Creek withdrew from the Coalition. Subsequently the three South Peace
Municipalities (Pouce Coupe, Chetwynd and Tumbler Ridge) decided to leave the Coalition as they
believed their interests were better served through means other than the Coalition.
Senior officials from the Ministry of Community Sport and Development had informed Peace Region
Officials as early as 2011 that they had issue with the indexing provisions of the 2005 Fair Share
Agreement.
The commonality of interests between South Peace Municipalities and the Provincial Government was
apparent with respect to negotiating a longer-term agreement (beyond 2020) while allowing for revised
indexing provisions not necessarily linked to changes in the rural industrial tax base.

8.0 The Peace River Agreement - 2015
th

On February 24 , 2015 Minister Oakes wrote to all Peace Region Municipalities and the PRRD
th
announcing that a new agreement would have to be in place by April 30 , 2015. In her letter she made
the following points.
1. In recent weeks I have had the opportunity to meet or speak with a number of elected
representatives from the region
2. We also had the opportunity to discuss their views with respect to the MOU and the value of a
stable, long‐term agreement in ensuring that individual communities could meet their obligations
into the future.
3. What was evident to me from those discussions is that communities in the region are strongly
reliant on the annual grant in lieu of taxation to meet and sustain their ongoing needs, including
their ability to finance core infrastructure.
4. Concerns have been raised that a lack of certainty on the existing MOU beyond 2019/20 was
impacting the ability for some communities to adequately plan for future needs.
5. Given these concerns, the Province believes that there is a compelling and urgent need to see
the issue of extension to the MOU to 2030 resolved expeditiously in order to provide stability and
certainty to those communities.
6. Renewal of the agreement will provide communities with the substantial benefits of long‐term
security and the opportunity to raise other issues of regional significance. It will also give the
Province the opportunity to work toward its goal of a renewed agreement that grows at a rate that
is affordable to all taxpayers.
7. It is our belief that under this approach, the region stands to gain through an agreement that
provides certainty and stability of funding over a longer time frame. With a clear commitment
toward discussions by all parties, a negotiated resolution, respectful of the need for financial
stability and certainty, can be reached that will deliver significant, unique benefits to the region
over the next 15 years while also ensuring that the costs are appropriate and fair for taxpayers
across the province.
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The Coalition members as of March 2015 (Fort St. John, Taylor and Northern Rockies), had not been
involved in discussions with the Minister concerning any support of the continuance of the existing MOU
raised by some municipalities and which obviously influenced the provincial decision to re-open the
existing agreement.
The Fair Share Agreement that was in place at this time did not expire until 2020 and contained a specific
provision that negotiations for a new agreement should be started by March of 2019. The position of the
Coalition was that the municipalities should have a clear understanding of their future financial needs
based on the vast economic growth being projected by the Province for Northeast BC.
The question as to whether the Province would have broken the existing MoU if the municipalities had
remained united will now go unanswered. The 20 year history of the Fair Share Coalitions indicates that
if the local Governments were not united in advancing their interests, they would be exposed to either
inaction by the Government or an inability to advance the best interests and needs of the NEBC
municipalities, their citizens and their businesses.
The Province appointed a former Deputy Minister to represent their interests and the Coalition Members
appointed a negotiating team to represent the interests of Taylor and Fort St John. South Peace
Municipalities and the Electoral Area Directors appointed a negotiating team to represent their interests.
The deferring views between the South Peace and North Peace communities became apparent in the
negotiations ultimately causing negotiations to become highly complex and clearly provided the Province
with an advantage.
th

From March to May 15 , 2015 a series of meetings were held with the Provincial Representative and the
Province’s determination to sever the connection between the industrial tax base and the municipalities
never wavered. This new Provincial Position differed greatly from the 2005 Fair Share Agreement which
provided that revenues would increase in response to increases in the rural industrial tax base. At the
first meeting in March 2015 the provincial representative advised that the Province required a reduction in
the indexing formula which they would trade off for an extension of the agreement.
The Coalition member municipalities impacted by proposed changes to the Fair Share Agreement - the
City of Fort St John and the District of Taylor - filed a position paper with the provincial representative
outlining the impacts on NEBC Municipalities in terms of the provincial economic expansion plans for Site
C, LNG and other industrial projects (see Appendix H).
Meetings with the provincial representatives and Peace Region local Government representatives were
held on the following dates:
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Meetings with Provincial Representatives
Date

Purpose / Participants

19-Mar-15 All Parties Present
31-Mar-15 All Parties Present
10-Apr-15 All Parties Present
30-Apr-15 All Parties Present
05-May-15 All Parties Present
06-May-15 All Parties Present
07-May-15 All Parties Present

Highlights and Notes
Provincial Representative advised indexing reduction was required and
would be traded for a longer term agreement.
Fort St John - Stonebridge
Coalition presented formal position paper. Provincial respresentative
presented $40 million 20 year proposal.
Fort St John - Stonebridge
Dawson Creek - Solas
South Peace presented a counter proposal.
Taylor
Province responded to position paper
Coalition gave an extensive presentation on major issues and factors
Taylor
Taylor
Coalition gave an extensive presentation on major issues and factors
Province presented draft agreement and stated that this was the
Dawson Creek - PRRD Board Room Province's final position and offer.

Location

st

On the 31 of March, 2015 the Province filed a proposal for a 15 year $40 million annual grant at the
same meeting where the position paper for Fort St John and Taylor was tabled.
Consequently the City of Fort St John and the District of Taylor wrote to the Minister calling for a halt to
the dismantling and breaking of the Fair Share Agreement and held a press conference in Fort St John on
th
April 9 , 2015 to advise citizens and tax payers that this process needed to be halted. Their Position
th
Paper was distributed to the media and public on April 9 , 2015.
A number of meetings and communications unfolded between the Provincial Government and Fort St
John and Taylor with the Province providing indications that the linkage to the industrial tax base and
other growth related issues would be dealt with in the meetings with the provincial representatives.
th

th

Extensive meetings were held on May 5 and 6 with the Provincial Representative at which Fort St John
and Taylor attempted to advance positions that would provide financial capacity for the municipalities to
deal with all of the projected growth in NEBC.
All of the documented arguments based on economic research and analysis were rejected and the
Province provided a MoU and advised all local Governments that it would have to be approved and
th
executed by May 15 , 2015. The Province included in the Agreement a special 2015 Payment Provision
whereby $3 Million would be distributed amongst the signatories to the agreement with the added
provision that if a municipality chose not to sign the agreement that their share would be allocated to the
other signatories.
The Peace River Agreement took effect in May 2015 and replaced the existing Fair Share MoU for the
last 5 years of its lifetime. Following is a summary of the key components of the Peace River Agreement
which is attached as Appendix I:
1. Province has made 2015 payment of $46 million as determined by 2005 agreement.
2. Province will make a payment of $50 million in 2016.
3. Payments for 2017, 2018 and 2019 will be at the 2016 level.
4. Beginning in 2020 payments will be indexed at 2%/year.
5. The payment formula will be reviewed every 8 years beginning in 2023.
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6. The payment formula will be reviewed with regard to two principles - demonstrated need for
infrastructure to service growth in the industrial base; and, the status of provincial revenue flowing
from that industrial growth.
7. In 2023 and 2031 the review will only extend to the escalation component of the formula. Work
undertaken by the region to determine the need for infrastructure will inform the 2023 revenue
formula.
8. If a greater deal of certainty is important to the region it is possible to extend the agreement
beyond 2035 or make it permanent. In this case subsequent reviews will include both the base
and the escalator; the 2% escalator along with any changes resulting from 2023 review will
extend to 2031; and, the 2031 review will determine escalation for the following 8 years.
9. The agreement must be Public Sector Accounting Board (PSAB) compliant.
10. Provided the above terms are accepted as the agreement framework, the province will work with
local Governments in the region on issues related to municipal boundaries, tax rate limits in
boundary extension areas and infrastructure planning.
th

11. This agreement must be ratified by the region by May 15 , 2015.
12. The agreement provides that for a local Government to be eligible for annual funding that they
st
must submit by October 31 , 2015 a long term development plan (LTDP) outlining how the
annual payment they receive will contribute to enhancing the region as a service centre for its
industry and workers.
13. By January 31, 2016, each Signatory must submit to the Assistant Deputy Minister (ADM) for
Local Government (LG) an Annual Development Plan ("ADP") that provides a prospective report
on the anticipated policies, operational activities and capital investments the Signatory expects to
undertake during the upcoming calendar year utilizing the upcoming annual payment in alignment
with that Signatory's LTDP;
14. By January 31, 2016 each Signatory must submit to the ADM for LG an Annual Progress Report
("APR") that provides a retrospective review of the policies, operational activities and capital
investments the Signatory has undertaken during the previous two calendar years, with alignment
to the ADP submitted in the previous year; and,
15. For all years after 2016, each Signatory will submit an annual ADP and APR by January 31 of
each year to the ADM of LG. With the agreement of the ADM of LG an annual ADP or APR may
be submitted after January 31.

8.1 Financial Implications of the New Peace River
Agreement
The NEBC municipalities finally achieved in 2005 a linkage to the rural industrial tax base (oil & gas) that
they serviced. The Province during the 20 year Fair Share Era (1994-2015) would not agree to giving
municipalities direct taxation access to the vast industrial tax base they serviced. However, in 2005, they
did agree to providing what was termed virtual access by providing a grant in lieu of access to the rural
industrial tax base that changed each year in direct relation to the adjustment of the rural industrial tax
base.
From the prospective of the municipalities this finally provided direct linkage to the property tax base of
the industry they serviced and placed them on the same footing as BC’s forestry and mining communities
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where the industry tax base was incorporated in municipal boundaries and supported all infrastructure
and service needs.
The rural industrial tax base in NEBC has growth at an annual rate of 8% over the past 20 years and a
significant amount of that has been driven by massive industry investments in the development of the
region’s major shale gas reserves. The Province has benefited significantly over the past 10 years from
this development having received over $20 billion in new royalty and land sale revenue.
The new Peace River Agreement contains a cost of living level of indexing at 2% which would be applied
for the period 2020 to 2034. When compared to a continuation of the 8% annual growth in the rural
industrial tax base, this will result in significantly less tax revenue for municipalities. It also severs any
connection between industry growth and development, and additional revenue for the municipalities to
use to expand infrastructure and services to accommodate the new growth.
The following table illustrates that the Provincial re-opening of the existing Fair Share MoU Agreement will
result in a loss to Peace Region Municipalities of approximately $21 million over the next 5 year period
when the agreement would have been in place until 2020.
Analysis of May 12th, 2015 Final Provincial Offer
5 Year Losses on the Existing MOU (2015-2019)
The Provincial Offer is to Honor the Existing MOU for 2015 & 2016 with no indexing until 2020

Fort St John
Dawson Creek
Chetwynd
Hudson Hope
Pouce Coupe
Tumbler Ridge
Taylor
Peace River Rural

2015
$22,508,143.35
$13,854,705.82
$2,715,706.46
$598,376.00
$920,578.46
$1,472,925.54
$1,196,752.00
$2,761,735.38

Signing Bonus
($3 million)
$1,467,000.00
$903,000.00
$177,000.00
$39,000.00
$60,000.00
$96,000.00
$78,000.00
$180,000.00

Annual

$46,028,923.00

$3,000,000.00

2016
$24,450,000.00
$15,050,000.00
$2,950,000.00
$650,000.00
$1,000,000.00
$1,600,000.00
$1,300,000.00
$3,000,000.00

2017
$24,450,000.00
$15,050,000.00
$2,950,000.00
$650,000.00
$1,000,000.00
$1,600,000.00
$1,300,000.00
$3,000,000.00

2018
$24,450,000.00
$15,050,000.00
$2,950,000.00
$650,000.00
$1,000,000.00
$1,600,000.00
$1,300,000.00
$3,000,000.00

$50,000,000.00

$50,000,000.00

$50,000,000.00

2019
$24,450,000.00
$15,050,000.00
$2,950,000.00
$650,000.00
$1,000,000.00
$1,600,000.00
$1,300,000.00
$3,000,000.00

Provincial May
12th, 2015 Offer
Totals 2015-2019
$121,775,143.35
$74,957,705.82
$14,692,706.46
$3,237,376.00
$4,980,578.46
$7,968,925.54
$6,474,752.00
$14,941,735.38

The Existing MOU Projected Grant at
8% 2015-2019
$131,258,661.09
$80,346,162.51
$15,739,222.12
$3,495,461.65
$5,099,366.89
$11,088,491.81
$6,803,960.59
$16,201,997.20

Provincial Final Offer
May 12th, 2015 Losses
by Municipality / Rural
2015-2019
$9,483,517.74
$5,388,456.69
$1,046,515.66
$258,085.65
$118,788.43
$3,119,566.27
$329,208.60
$1,260,261.82

$50,000,000.00

$249,028,923.00

$270,033,323.86

$21,004,400.86

The previous Fair Share Agreement provided linkage to the growth of the rural industrial tax base through
to 2020. The longer range impacts of the complete loss of the connection to the industrial tax base growth
could well have ominous implications over the long term, particularly if the Site C and major LNG
developments proceed. The following table indicates that if the growth of the rural industrial tax base
were to continue at the historic rate through to 2035, the comparative loss or reduction in industrial tax
funding to the Peace Region Municipalities would exceed $400 million:
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Provincial Final Offer - May 12th, 2015
Losses by Municipality and Electoral Areas

Fort St John
Dawson Creek
Chetwynd
Hudson Hope
Pouce Coupe
Tumbler Ridge
Taylor
Electoral Areas

Provincial May The Existing MOU 12th, 2015 Offer Projected Grant at
Totals 2015-2034 8%
2015-2034
$552,921,410.47 $750,963,442.45
$340,269,765.08 $459,680,376.81
$66,695,743.50
$90,048,003.89
$14,700,359.42
$19,998,405.38
$22,568,505.25
$29,174,746.11
$36,608,961.41
$63,440,019.20
$29,368,849.83
$38,927,150.62
$67,859,590.76
$92,695,655.23

Provincial Final Offer
May 12th, 2015
Losses by
Municipality / Rural
2015-2034
$198,042,031.97
$119,410,611.73
$23,352,260.39
$5,298,045.96
$6,606,240.85
$26,831,057.79
$9,558,300.79
$24,836,064.46

Annual

$1,130,993,185.73 $1,544,927,799.68

$413,934,613.95

8.2 Evaluation of the Peace River Agreement
The Peace River Agreement substantially changes the relationships and the role that Peace Region
Municipalities will play in future economic resource development. The Provincial Government established
principles to be pursued in negotiating the 2005 Fair Share Agreement which reflect the role and
relationship between the Province and BC municipalities as outlined in the BC Community Charter.
These principles provide a framework by which the Peace River Agreement can be evaluated.
•

Parity- a defensible definition of "parity" grounded in comparisons with peer group communities.

•

Responsiveness - the quantum should change in tandem with changes in industrial assessments
in the region.

•

Local autonomy - a significant portion of the available funding should be unconditional.

•

Predictability and Security - a new arrangement should recognize the need for predictability for
Governments and taxpayers.

•

Local accountability- create a linkage between local spending and local taxation effort for at least
a portion of the funding.

•

Infrastructure needs economic development - assist in maximizing the economic benefits from oil
and gas development by facilitating upgrades to substandard neighbourhood and other local
infrastructure.

•

Industrial competitiveness - maintain the positive investment climate that BC has built within the
oil and gas industry.

•

Precedent - provide a solution that reflects the unique circumstances of NEBC.

P a g e | 124

8.2.1 PREDICTABILITY AND SECURITY
The 2005 Fair Share MoU provided municipalities and the PRRD with predictability and security that the
rural industrial tax base funding would be available for their use. The Province acknowledged in the 2005
agreement that the funding was provided as a grant in lieu of access to the rural industrial tax base and
would function as a virtual industrial tax base.
The new Peace River Agreement includes specific provisions that convert the annual grant to an annual
discretionary Provincial conditional grant. This grant must be applied for each year, and the Province
retains the right to refuse payment if necessary long term planning, progress reports and annual
applications do not meet standards and criteria established by the Assistant Deputy Minister of Local
Government.
The severance of any permanent linkage to the rural industrial tax base effectively divorces the Peace
Region municipalities from a source of funding which adjusts in accordance with industry activity.
The former Fair Share MoU Agreement contained provisions that would have provided stable and secure
funding over the 15 years of the agreement. However, the Province unilaterally imposed a deadline for
replacement of the existing agreement 5 years ahead of its expiry date.
The Agreement does contain a provision for a review of the agreement every 8 years subject to:
•

A demonstrated need for infrastructure and services within the region related to the growth of the
industrial tax base; and

•

The state of Provincial revenue flowing from industrial growth in the Region, such as growth in
gas royalties and bonuses from the sale or lease of subsurface rights.

The potential for Peace Region Municipalities to anticipate an increase in future funding through this
review provision needs to be undertaken on a very cautious basis as the Provincial revenue criteria has
no relationship to the growth demands being placed on the resource municipalities.
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8.2.2 THE LOSS OF LOCAL AUTONOMY & ACCOUNTABILITY
The resource municipalities of NEBC have been challenged for over 50 years by the structural disconnect
between the rural industrial tax base and their communities. Northeastern BC resource municipalities
have never achieved autonomy over the industrial property tax base that has been enjoyed by forestry
and mining municipalities where the industry is within their boundaries.
The 2005 Fair Share Agreement did provide for
autonomy to the Peace Region municipalities as to
the utilization of the industrial tax base grants in lieu.
The 2015 Peace River Agreement removes this
autonomy and places the municipalities into an era of
little local autonomy and complete reliance on an
annual conditional and discretionary grant from the
Province.

8.2.3 INFRASTRUCTURE NEEDS AND ECONOMIC DEVELOPMENT
The 2005 Fair Share Agreement and its linkage to the growth of the rural industrial tax base provided
additional funding to municipalities predicated on and directly linked to the resource development taking
place. The municipalities were obligated to carry out capital planning and maintenance of official
community plans but did not have specific obligations to do advanced planning to deal with the impacts of
all of the resource development being promoted and encouraged by the province.
The new Peace River Agreement presents a different circumstance in that any direct linkage between
municipal funding and growth of the resource development industries has been removed and the
municipalities are now obligated to undertake specific planning as to how they are going to accommodate
future expansion of the resource development in NEBC.
The Peace River Agreement does not obligate the Province to prepare or develop plans for the expansion
of Provincial services such as rural roads, policing, health and education that would parallel and
synchronize with the planning requirements that they are now imposing on the Peace Region
Municipalities.
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Appendix A: Commissions, Committees and
Studies
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Numerous studies have been completed by the Provincial Government, Union of BC municipalities and
individual municipalities on property tax rates and industrial taxation. These studies include:
•
•
•
•
•
•

•

•

•

•
•

•

Commission of Inquiry on Property Assessment and Taxation [McMath Commission], 1976
o Studied property assessment and taxation
Critical Industries Commission (1986 to 1992)
Financing Local Government (Provincial Government and UBCM), 1989
Property Tax Forum (Provincial Government) 1989
o 14 public forums on property tax; no notable reforms
Jobs Protection Commission (1992 to 2002)
BC Competition Council (Provincial Government and UBCM), 2006
o Identified high major industrial property tax rates as a disincentive for investment and
recommended reducing the number of property classes or impose ratios limits on
industry and business class
Major Industry Assessment and Taxes (Peter Adams), 2004
o Concluded that industrial assessment in municipalities had been steadily declining since
the early 1990s due to depreciation and lack of new investment. This decline was most
pronounced in smaller municipalities located outside the lower mainland.
Industrial Tax Analysis (Premier’s Task Force on Community Opportunities), 2006
o Provided a summary of previous studies on industrial taxation, an analysis of industrial
tax and assessment trends since the 1980s, an analysis of individual community
dependency on industrial property tax, and a sectoral analysis of four different industries
(forest products, mining, ports, and chemicals) and the impact of property taxes on
17
business operations and investment.
o From the findings, the Provincial Government aimed to encourage greater economic
investment and retain local Government taxing autonomy while increasing accountability
18
on taxing policy decisions.
Mining Economic Task Force, 2008
o Identified a number of tax policy actions specific to the mining industry which had already
been taken to support the sustainable growth of BC’s minerals and metals industry,
including:
 Introduction of the Mineral Exploration Tax Credit Program and consistent
renewals of the super-flowthrough program.
 Extension of the New Mine Allowance.
 Enhancement of the Mineral Exploration Tax Credit in pine beetle affected
19
areas”
Expert Panel on Tax (Ministry of Finance), 2012
Major Industrial Properties Steering Committee (Provincial Government, local Government and
industry representatives), 2010-2012
o Committee recommendations:
 Develop best practice guides,
 Develop partnership between local Government regarding amount and level of
taxation on specific industrial properties,
 Adjust closure allowance in the Depreciation Regulation from 90% to 95%, and
 Create on-going body to provide dialogue and advice at the provincial level.
Major Industrial Property Taxation Impacts (Provincial Government and UBCM), 2012
o Analyzed the impact of property taxes on the most important business decisions of major
industrial facilities (Class 4 properties).

17

Municipal Revenue Sources Review, 2012.
Municipal Revenue Sources Review, 2012.
19
Major Industrial Property Taxation Impacts, 2012.
18
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