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I.MiiQUITriiS IN PROPERTY ASSOSSMHNT IN PI PFlIkliXT COMMUN IT I US

From a study of the Debates of the 41st Session in this matter, it 
is immediately apparent that the concern about the inequities in 
assessment stems from the fact that the assessment on real propertv 
is directly linked to the fixed Territorial School Levy.
Taxation of real property has historically been the major source of 
revenue of municipalities. For the purpose of levying such taxes, 
real property [except such property as might be declared exempt by 
e eral or Territorial Legislation) has been valued or assessed.
I he basis for such municipal valuation is found in the Municipal 
Ordinance and the regulations made under it. The basic concept 
expressed in Section 194 of the Ordinance is that land (which
includes all improvements) shall be assessed at its fair actual value.

таУ appeal his assessment. The sole question is as to whether property is assessed on a common basis as related to the valuation of all other rateable property.
As long as the real property assessment is only employed for the 
raising of taxes within a municipality the relationship to fair 
actual value is not of real importance. The important matter is

u aasessment of each piece of realty within the municipality should be just and equitable having regard to the assessed value 
or all other properties in the said municipality.
If the Town of Hay River were to assess land at 1005 of market 
value and the Town of Fort Smith at 105 of market value, no in
equities would arise so long as the assessed value was used 
solely for the purpose of raising taxes within the limit of each

To exemplify such rates of assessment in terms of taxation, the following theoretical computation is provided.
At an assessment of 1001 One Mill in taxation would produce $3,000.
To raise the same amount of taxes at an assessment level of 101 would require Ten Mills.

When the fixed Territorial School Levy (14 Mills in 1970) is applied 
assessment values it follows that the municipality rated at 

100u would have to pay $42,000; while the one rated at 105 would 
only be required to pay $4,200.
While the municipalities have complained about the fixed Terri
torial School levy no complaints have'been received, nor can any he 
expected about the automatic increase in the Territorial Grant of 
10 mills based on total assessment. The School Levy is applied on 
taxable assessment while the Territorial Grant is applied on total 
assessment. The increase in the Territorial Assessment Grant 
should have the effect of slightly reducing the mill rate for 
general purposes (although municipal costs are increasing and re
ductions may not be realised) but the fixed school levy applied 
on substantially increased assessments will have a severe impact 
on the average ratepayer and for this reason it is suggested that 
a new base formula for calculating this levy be developed.
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There arc two ways in which such inequalities can be overcome:
. . a) . Tlie easiest way would be to amend present legislation by eliminating the fixed Territorial School Levy, which is due to 

rcacti a maximum оГ 15 Mills in 1972 (Fedcral/Tcrritorial Five Year 
financial Agreement), and substituting therefore a dollar amount to 

I each municipality annually for education. By this meansthe Mill rate for education would find its own level each year.
The sum required to be paid would be determined by the Territorial 
Government and would be based on such percentage of actual educa
tional costs as are deemed fair and equitable for the municipality to pay. 1 7

b) The second, and more complex method, would be to estab
lish equalized assessment in all municipalities in the Territories.
T{jer® ÎS a uniformity in assessments throughout Canada, and

n°* a^one this respect. New Brunswick has estab- lished a form of equalized assessment which is causing administrative 
problems. Ontario is in the midst of establishing a similar program 
and is sustaining stonns of protest. Alberta endeavoured to 
equalize assessments in 1968 which resulted in a concerted appeal to the Supreme Court by the urban municipalities. A new Bill 
is to be presented to the Alberta Legislature on the matter, but as 
the terms of the Bill have been made public it is already being 
opposed by the urban municipalities on the grounds that it does not properly equalize assessments. The other Provinces are not becoming involved as their systems of provincial levies are not linked to assessment.
This is not to say that it is impossible to equalize assessments, 
but it should be emphasized that it is a difficult and complex task 
necessitating the services of economists who establish factors to 
be employed in different areas. This is expensive and time consuming.
In addition, the factors established require constant surveillance 
in order that they keep pace with the changing economy of the various areas.
The matter is further complicated by the fact that several of the 
municipalities in the N.W.T. are dependent for their economy, to 
a large extent, on substantial grants in liey of taxes received 
from the senior governments based on the assessed value of pro
perties owned by the governments. The Federal Government reserves 
the right to place their own assessed valuation on their properties 
and can eliminate the assessment on their properties at will as the 
grant in lieu of taxes is basically ex gratia.
This circumstance alone would negate the work of establishing 
equalized assessment in the municipalities.
In view of the Federal Government reservation to delete such items 
as fences, ornamental stone and ironwork et cetera from their 
assessments it seems only fair that private property owners in 
the N.W.T. receive the same exemption. It is therefore recommended 
that the Government of the N.W.T. should formally adopt the same 
assessment manual as in effect in the Province of Alberta but 
deleting therefrom several of the items which the Federal Government 
iwill not accept as being assessable. This would eliminate the 
Presentment which has been expressed by the municipalities in this 
respect. It would not make any significant difference to the total 
assessment in the municipality and would not affect local taxes but it would prove to be a popular move as ratepayers are under the, 
perhaps erroneous, impression that they are being taxed more 
heavily by virtue of the Federal exemptions.
The up-dating and revaluation of assement of all lands in the 
municipalities in the N..W.T. is to be encouraged in the interests 
of proper municipal administration and to achieve equitable distribution of local tax burdens. However, by virtue of the fixed 
Territorial School Levy inequities in tax levies will continue
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"A”°or "B"habo«in lo*islation is enacted as outlined in either
In cons 
a discussussîo^S" WÜ Ï / ï PrCSentatîVC\ rrom thc Education Departmentthë'^ïual cos? nr in t0 ascertain thc possibility оГ determining -, ctu. cost of education in any one municipality in thc N.K T
abovpa VrVlct0f r̂oPlemcnting annual charges as outlined in "A” ohïlt; J  figures are not available. It may he possible to
nr^nni-^h average annual "per pupil" cost in the N.W.T. but at there are no concrete figures available upon which charges can be based.

oe?c??ïn?? this method of recovery would be to decide upon what ^tage of educational costs is fair and equitable for thc 
-C1PaJltie® to РаУ* There have been some rumblings of dis- 

butioî^tn^h the >;unlclPalities that while they make a contri- 
P r e s e n t ^ ? P o ^ Q i of edu^t!on they have no say in school matters.legis}atl0n provides that local school boards may be formed
takeh‘h?4C£ïïlete a?Jtonomy-. The municipalities are reluctant to *a*J.LVls sJeP as they realise that they simply could not raise
Thi^state thu 10ка1 level t0 sustain the costs involved.r-oiSv4Statj u aJfairs has boon experienced in other parts of Canada and has been overcome to a degree, notably in the Province 

bert., which has established a fund consisting of a yearly ropnation by the Provincial Government plus a requisition on 
whîih1??11^  bas?d «  equalised assessment and a uniform mill hn??H h presently 26 Sills. From this fund each school

h? ?h„ ??elVeS n cPera1tin6 costs up to the standard prescribedby the Program Each school board retains the right tS requisition
it% S ? T ? L ? U?îC15alitie? f05 additional funds, if local op???o? 
by thehprogramtandardS should be higher than those provided for

£i^al 5olution t0 the problem in the N.W.T. cannot be t this time due to the lack of financial information.
A temporary solution which would provide a measure of immediate 
relief would be to amend the School Ordinance and the Municipal 
Ordinance to the effect that municipalities which have re-assessed

^аХ? ^ 0п at 1001 Quation be permitted î?rvnGV? AAeoT?fr;Lt2r^al School Tax on a reduced assessment valua- f 66 2/3§* Th*s would provide a rough form of equalization insofar as contributions towards the cost of education are 
concerned. Such an amendment would require sanction from the 
Federal Government as it would affect the Five Year Federal/Ter-
Г1 ?ria^.Financial Agreement. The Agreement does not permit for such variations.
An intensive study of levying school tax on a per capita basis 
is warranted as this would appear to be the fairest methods of implementing such taxes. By this means the formula can be kept 
as simple as possible so that local authorities can readily 
ascertain that they are not being dealt with inequitably as compared to other municipalities.
The same formula Cper capita) could also be used to replace the basis for calculation of the annual Territorial Grant which is

at the rate of 10 mills on the total assessment in municipalities. Due to the wide variances in assessment it is impossible 
to treat each municipality fairly by way of a ten mill grant based on assessment. Among the advantages of such a basis are 
tnat it eliminates the almost insuperable problem of equalization 
of assessments. To develop a policy of providing grants to municipalities on the baâis of need it is necessary to review the reasons why municipalities require assistance.
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The property tax is the principal tax source ODen to loml
availab?nt? thr°K?'hou,t Canada and in the N.W.T? is the only 
sources1f r ™ % ?th0r ïhan the Po11 Tax- Supplementary non-tax

and'canJoTbe*1"^-^

level of taxaHn^b ugl? 1П ïhe mil1 ratcs t0 increase theto the Dublif Th5 b°*h t0 be consciously engineered and soldinm m t  Publlc. The position contrasts sharply with the federal
in tax revenues8 lnCTeases in income bring an automatic increase

financin^îndShlî îhe Ï*W !T * ?re not permitted to engage in deficit sth?AC£ü8 d H  temptation is great to finance as much as pos-
effect of^nrh of. ̂ P 1^ 1 borrowing over an extended term. The 
o n° fSS t aCbtl0n* h?wev®r* is to build up an increasing pro- 

succeeding ylars^3^ 65 1П the current revenue requirements of the

^i?hS?esnectito1tiAecnneefihalp* ?he helP i* particularly required ofîhIeÏSeCï Z • so-called services to persons. The strength
value of ?hA3?e 1y?-tth  ̂municipality is determined by the actual whethe?fn?nnï^axable real property holdings within its boundaries, whether or not such properties are assessed at or close to actual

e* A portion of this strength comes from business properties.
f°T se7*vices to persons, however, depends upon the 

Z !  L  L pe°ple-who reside within the municipality. What is more, f îhe Sfcrv*ce requirements are in residential areas and are 
S*d ïpon the.worth of residential properties. The poor residential area will require at least as much in the way of

^ ° S i 1I18rfacî H t:iPs “  Л е  better residential area and more in the way of public health, welfare, and recreational services. It
1K i 0*0Verc°ma the shortc°mings of types of revenue sources avail- aoie to municipalties as well as to develop acceptable minimum standards that it is considered that a per capita grant system is 
more equitable than the present grant of ten mills based on assessment.
The extent to which grants are made, the purpose for which they 
are made, and the basis on which they are paid vary widely from
province to province but they have been developed for three main purposes:
1. To assist municipalities to carry the general cost of 

municipal government, or certain aspects of it thus relieving the burden of taxation.
2. To encourage municipal councils to undertake certain 

services, to improve their services, or to maintain a certain standard of service.
3. To equalize the burden of maintaining certain services

at adequate standards as between different municipalities, 
consideration being given to the relative capacities to carry the cost of these services.

General Subsidy or Unconditional Grant
A general subsidy is a grant made for the purpose of assisting a 
municipality with its financing and is not conditional on the 
maintenance of specific services. Its sole purpose is to relieve 
the burden upon the local taxpayer. Such a grant may or may not 
be uniform for all municipalities and may not have an equalizing factor in it.
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t i l l Л  Assessment Grant of 10 mills based on assessment 
amount received by the respective municipalities 

n-direiCtl? afc°rding to the total local assessment (notcharitable) with the result that the more prosperous
the g“ cycêi?ed~ fleCtCd 1П aSSCSSed Valuas• ?hc ? « « «
Allocation of this grant on an assessment basis fails to 
recognize relative capacities to provide services nor does it
whirh î?ïrthe variations m  the extent and quality of the services which different types of municipalities must provide.

variations do not provide a common standard against 
d С?П bo.measured• Population is the barometer of the need for most municipal services.

1° woTk satisfactory system of Territorial assistance to
as follows?165 15 3 dlfficult one but basically it can be anallyzed
1.

2 .
3.

To find a basis of distribution which will be equitable between the municipalities. 4
To keep the grant simple from an administrative viewpoint 
To achieve the desired purpose.
+ e ?UtticiPalities are to be satisfied that they are beine fairlv dealt with as compared with each other the grant should be sufficien- 

tly simple that it can be readily understood both as it annlies to all
the one Mediately involved. The mSnicipaliUesd the Territorial Government must be satisfied that each municipality

?aiT.share in comparison with others. From the
2?th Xt 1S <*e*ir?able that the revenue can be predictedwith reasonable accuracy and it is essential that the Territorial 
Government forecasts expenditure accurately.

of New Brunswick and Ontario, among others, provide Unconditional grants based on population and these per capita grants vary according to the type of municipality and recognize the dif
ference m  the cost of local services resulting from geographical location and the economic base of the municipality. P
This is one type of grant which provides a unit of measurement 
that can be applied with much greater objectivity between 
municipalities than is possible where an assessment basis is used.The need for assistance is more closely related to population than to any other factor.
The grants paid in the Province of Newfoundland differ in purpose from those found elsewhere. They are designed to encourage the collection of taxes.
The Newfoundland formula is as follows:
^о^$1П000^ *s Pa:*-d ^ог ©ach $1.00 collected in taxes, up
À grant of $1.00 is paid on next $4,000 collected
A grant of $0.90 is paid on next $10,000 collected
A grant of $0.70 is paid on next $10,000 collected
A f rant of $0.50 is paid on remainder up to a maximum grant of

In addition Newfoundland pays a grant of $2.50 per capita for the maintenance of roads. r
In British Columbia a straight grant of $25.00 per capita is made.
This grant is intended primarily to be used for the development of

t
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roads. it does not increase or decrease for remote areas or vary 
depending upon the status of the municipality.
The province of Alberta has a very complex point system of al
locating grants and is too detailed to relate here. Very few 
municipalities are capable of calculating the amount they can 
anticipate and there is some feeling of resentment against such an 
°u *üre a!?d complicated system as the municipalities do not know whether they are being fairly treated in relationship to other municipalities.
The per capita grant system is fair, understandable, and recognizes 
he need for assistance in meeting the requirements of the people m  the municipality. r r
It is designed to lower the overall tax burden upon the rate
payers in the municipality. As the population grows the question 
arises in the minds of ratepayers as to why they should pay more 
to provide the amenities necessitated by the increase in population.
As grants to municipalities increase, the Territorial Government m  its own interest must be assured that these monies are being 
expended with reasonable efficiency and for the purpose for 
which they are granted. This in turn could be interpreted by 
municipalities as interference but an unconditional grant based 
on an understandable factor such as population is generally 
acceptable and it is difficult to find an argument against such a factor.
It is submitted that an expanded study of the merits of using 
population as a base for tne recovery of education costs and for 
the payment of unconditional grants is warranted. Many methods 
of distribution have been tested in the search for a more equitable method of apportioning cash assistance to municipalities. The 
conclusions arrived at indicate that the per capita formula is the most fair by reason of its close correlation with municipal needs.

t


