Province’s proposed assessment changes
could increase residential tax rates by 350%


"Revenue loss will be in the range of 26% of overall municipal tax revenue...": Director Lyons

by Cassie Kushniruk (The Weekly Anchor)

During the July 28 regularly scheduled Yellowhead County meeting, Council discussed the negative impacts on Yellowhead County as a result of the province’s proposed changes to the current assessment model. 
Property assessment in Alberta is intended to provide an objective process to value property across the province in an equitable manner; however, in 2019, the provincial government announced their intention to review the current assessment model for oil and gas properties only. 
“The review has been underway since 2019, but has been conducted in confidential meetings that municipalities have not been directly involved in, even though the review will have significant impact on the viability of rural Alberta,” said Director of Corporate & Planning Services Barb Lyons. “The association representing municipalities at the table has been Rural Municipalities of Alberta (RMA), and RMA was not able to provide details as the process evolved due to confidentiality restraints imposed by the province.”
Some details have now been provided to municipalities, and RMA has issued a position statement on the significant negative impacts of the review for rural Alberta. Lyons noted that the province still will not provide the data used in their model, and no information is being provided directly to municipalities by the province. “The lack of data is a strong concern as only data for 2021 has been provided and no one is able to predict future impacts beyond 2021 or determine any long term financial and capital planning,” said Lyons. 
According to RMA’s position statement, “Under the four scenarios proposed by the Government of Alberta, Alberta municipalities will lose between $109 million and $291 million in tax revenue in 2021, with likely increases each year as assessable property depreciates.” Additionally, “Under the scenario favored by the oil and gas industry, the average rural municipality will lose over 12% of its revenues in 2021, and 10 municipalities will lose over 20% of their revenues.”  Lyons noted that Yellowhead County is one of the 10 municipalities predicted to lose over 20% of their revenue. 
RMA’s statement also noted that as municipalities have limited tools to generate revenue, significantly reducing property assessments will force municipalities to increase non-residential and residential tax rates, reduce service levels, eliminate staff positions, and/or consider dissolution. 
Additionally, the statement also mentioned that industry has requested that municipal tax rates be frozen for non-residential properties. This, along with the changes to the assessment model favored by industry, would require municipalities to raise their residential tax rate by an average of 199% to offset revenue losses. “Yellowhead County could be required to increase residential tax rates by as much 350%,” said Lyons. 
Lyons noted that while the proposed changes will affect wells, pipelines, and other oil and gas equipment, there is no mechanism in place that would require the oil and gas industry to re-invest their cost savings into Alberta. There are four scenarios in the proposal, however, under Scenario D, which is favoured by the oil and gas industry, smaller players may actually have high assessment while the largest oil and gas companies will benefit significantly. 
According to Lyons, the lack of transparency in the process and the timing of the release of this information are of serious concern to municipalities across Alberta. Information was just recently received by municipalities on July 23, and RMA is anticipating a response period of less than one month with the province setting a hard deadline in August. This provides a very limited time for municipalities to respond, especially during the summer season when both Council and Administration may be unavailable. 
With regards to the impact of these proposed changes on Yellowhead County, Lyons stated that revenue loss will be in the range of 26% of overall municipal tax revenue based on 2020 tax rates. Additionally, Lyons noted that if the rate of increase that has been seen in the last two years continues, and there has been no indication of improved collection to date, then the 2020 non-collectable could be in the range of six to eight million dollars. “It is important to note that any amount of non-collectable tax becomes an expense to the County and the only way to recover that expense is through increased taxes to the remaining ratepayers,” Lyons said. 
“A component of the non-collectable tax is non-residential school tax, which the provincial government has always be required to be paid up front regardless of whether the municipality has actually received the funds,” Lyons continued. “As of the end of 2019, Yellowhead County has been required to pay the provincial government approximately $650,000 in school tax on behalf of oil and gas companies that have not paid their taxes to the County. Any increase in non-collectable taxes will result in an increase to the non-collectable school tax.” 
Lyons also noted that under these proposed changes, residential tax rates may have to increase significantly, placing an unfair tax burden on ratepayers. “The oil and gas industry have also demanded that municipal tax rates be frozen, and should that happen, the entire burden would fall to the residential tax base,” Lyons mentioned. 
According to Lyons, it is anticipated that service levels and staffing will be reduced under these changes, and that funding provided to municipal partners through revenue sharing and cost sharing will be placed in jeopardy. Additionally, groups that are funded by the County would see a decrease in funding, which could affect libraries and cemeteries, as well as culture and community groups.  
“Under the proposed assessment model, the area to see the greatest impact would be capital spending, which would be eliminated or seriously curtailed,” said Lyons. Long term capital plans identify at a bare minimum 45 million dollars of capital required by the end of 2025 for a water treatment plant, a major bridge replacement, underground water and sewer replacement, and salt/sand facilities for road maintenance. “Even with current reserves, this level of capital spending cannot be funded,” Lyons said. 
 “One piece of vital information that has not been provided by the provincial government is their plan for school tax in light of a decreased assessment base,” said Lyons. “Either the government would need to reduce the amount of revenue they plan to raise for schools by a substantial amount, or they could keep the requisition amount similar and the burden would fall on the ratepayers to pay a far higher tax to raise that amount.
According to Lyons, the 2020 school requisition is $23,783,495, and the school tax rate comprises almost half of the overall residential tax rate and approximately one third of the overall non-residential tax rate. “Should the school tax rates increase further, the bulk of taxes collected by Yellowhead County would be on behalf of the province and remitted to the province,” Lyons noted. 
Yellowhead County also supports seniors housing through a requisition from the Evergreens Foundation, which includes funds for both operating costs and capital construction. “A decrease in Yellowhead County revenues would either result in decreased spending by Evergreens or an increase in the tax rate,” Lyons explained. “As evidenced in the recent pandemic, this is a highly vulnerable sector of society and decreased spending could have a significant impact on their viability.” 
Lyons stated that the potential impact of the assessment model changes threaten not only the 2021 tax revenue of the County, but the long-term viability of the County. “A concerted advocacy effort is required to bring this matter to the attention of provincial elected representatives, County residents and ratepayers, and municipal partners,” she said. “Due to the extremely short time period that the province feels is adequate for municipal consultation, this must take place immediately.” 
Administration suggested that Council immediately contact provincial elected representatives about this issue, advise municipal partners of the potential impact on revenue and cost sharing agreements, and notify residents and taxpayers on the potential impact to services and future tax rates. Councillor David Russel made the motion as suggested.
Mayor Jim Eglinski commented, “It’s very, very alarming to see what is taking place here. As a result of our conference call on Friday afternoon, I immediately went on the phone and contacted MLA Shane Getson (Lac St. Anne-Parkland County) and MLA Martin Long (West Yellowhead). Both were surprised by my phone call …but the province is still in session, so our MLAs were not available. A meeting has been set up for Friday afternoon with the MLAs for the counties that [Getson and Long] represent.”
Councilor Shawn Berry stated, “I am in shock based on this. A lot of our residents are going to scream bloody murder because we’ll have to increase our taxes. That’s ludicrous; how can they expect us to run our county based on the cuts that we’re receiving for the benefit of large energy sector players, who are spending money all over the world? They’re not going to put money back into the province. This is a sad, sad day for our municipality.”
CAO Jack Ramme noted, “The province, at one point, said that we as municipalities have to do our bit to help during COVID, and we did. We are behind projects of all sorts. This wipes out all of that; every project that we want to do to help get others working will go away.”
Councillor Penny Lowe said, “This is absolutely ridiculous, yet, as a municipality, we’re responsible for the taxpayers’ dollar. We’re going to have to be very inventive on how we survive in what the provincial government is doing here.”
The motion was carried unanimously by Council. 
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