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I . In troduction  !

In looking a t a lte rn a tiv e s  and preparing recommendations re la t in g  to  
re s p o n s ib ility  and local revenue, i t  was necessary f i r s t  to  
estab lish  those p rin c ip les  which the Government o f the Northwest 
T e r r ito r ie s  believes to oe basic tc  sound f in a n c ia l re s p o n s ib ility  
a t the community le v e l.  The recommended p rin c ip les  are:

K A portion the. cost: o£ providing local services should be
raised locally.

2. Responsibility $or raising a contribution toward the cost ofi 
these services should, rest icith the local council.

/3. The local council should have a choice o& falsing revenue to 
I provide services ‘beyond the b a le  level o$ service which the

j  Government o& the Northwest Territories provides.

I 4. There should be an Incentive fior .Che council and the community 
j to raise local revenues &or local purposes.

A fu r th e r  major consideration underlying the development o f these 
recommendations has been the need fo r  g reater re s p o n s ib ility  fo r  ra is in g  
revenue a t the coimiunity le v e l,  as w ell as a t the T e r r i to r ia l  le v e l ,  as 
a basis fo r  continued c o n s titu tio n a l development in  the North.

I I .  Basic Conclusion

1. From an extensive review o f a lte rn a tiv e s  i t  is  concluded th a t property  
taxatio n  is  the most p ra c tic a l basic revenue source fo r  senior 
m u n ic ip a litie s  and, w ith  the add itio n  o f a property users' ta x ,
the most p ra c tic a l way o f introducing Hamlets and Settlem ents to  
the p rin c ip les  and practices o f ra is in g  local revenue.

Property ta x : tax on bu ild ings and land in the Northwest T e r r ito r ie s .

Property Users' Tax: tax on those occupying o r using property .

2. S e lec tive  implementation o f property taxa tio n  under the Taxation  
Ordinance (below V illa g e  s ta tu s ) has resu lted  in :

(a ) the unfairness o f property owners in some communities being 
taxed w h ile .th o se  in  others are not, and

(b) a s ig n if ic a n t ioss o f revenue to the Government o f the
N orthw est T e r r ito r ie s  (estim ated a t $1.6  m illio n  per year
a t the present ra te  o f 25 m il ls ) .

M ill : the standard term used in s e ttin g  the leve l o f ta x a tio n .
1 m ill produces $1 fo r  each $1 , 0 0 0  o f estim ated value fo r  
tax purposes.

3. Property taxes under the Taxation Ordinance provide n e ith e r an in cen tive  
fo r  communities to produce tax money nor a basis fo r  developing local 
re s p o n s ib i!ity  and c o n tro l, as i t  is  unrelated to community needs anc 
expenditures. (^ t the present tim e, a l l  property taxes from communities 
below V illa g e  leve l go d ire c t ly  to the Government o f the Northwest 
T e r r ito r ie s ) .

4 . The property tax base in  most N.W.T. communities p a r t ic u la r ly  in
sm aller communities taxed under the Taxation Ordinance, is r e la t iv e ly  lim ite d  
and capable o f supporting only a small portion  o f the cost o f providing  
local serv ices.

5. Due to very lim ite d  home ownership, there are r e la t iv e ly  few d ire c t  
property tax payers in  most communities, and thus lim ite d  p a r tic ip a tio n  
in  the re s p o n s ib ility  fo r producing local revenue.



Summary o f Recommendations
I

1. (a ) That a property users' Tax payable by those occupying or using
property , whether they are owners or re n te rs , be introduced  
under the Taxation Ordinance (below V illa g e  le v e l)  in  ad d itio n  
to -p ro p erty  taxes.

(b ) That the ra te  fo r  property taxes be set a t  15 m il ls .

(c ) That the ra te  fo r  property users' tax  be set a t 20 m il ls .

2. That the property users' tax be introduced in  the fo llow ing  two 
stages in  order th a t the system can be f u l ly  developed and councils  
and community residents can become fa m ilia r  w ith local taxa tio n  
before assuming d ire c t  re s p o n s ib ility .

Stage I

C o llec tio n  o f property users' taxes plus the ex is tin g  property taxes by 
the Government o f the Northwest T e r r ito r ie s  w ith  local councils being 
given 15 percent o f the revenue from general property and property users' 
taxes, to  a maximum o f $25 per c a p ita , fo r the purposes o f:

( i )  providing a higher leve l o f serv ice  than th a t funded 
by the Government o f the Northwest T e r r ito r ie s , and/or

( i i )  any other community purpose which does not req u ire  any 
f in a n c ia l commitment by the Government o f the Northwest 
T e r r ito r ie s  unless approved by the Government o f the 
Northwest T e r r ito r ie s .

Stage I I

C o l le c t io n  o f  p rop erty  u se rs '  and p ro p e rty  taxes  by the lo c a l  c o u n c i l .
At th is  stage the local council re ta in s  a l l  general property taxes 
and property users' taxes on the fo llow ing  basis:

(a ) 25% to  a maximum o f $30 per cap ita  fo r  the d iscre tio n ary  
purposes ou tlin ed  under Stage I ,  and

(b ) 75% to be applied against i ts  operating budget.

In a d d it io n n a  council assuming c o lle c tio n  re s p o n s ib ilit ie s  (Stage I I )  
w il l  be perm itted to  ra ise  add itio n a l taxes (h a lf  in  the form o f property  
users' tax and h a lf  in  the form of property tax ) fo r  the d is c re tio n a ry  
purposes o u tlined  under Stage I .  This local option is  subject to the  
fo llow ing  maximum lim its :

Hamlets: 10 m ills  or $40 per c a p ita , whichever
is  the le ss er.

Incorporated Settlem ents: 5 m ills  or $20  per c a p ita , whichever
is  the le ss er.

3. That e x is tin g  tax based communities (v illag e - status and above) be 
given the option o f introducing a property users' tax subject to  
p r io r  approval o f the M in is te r o f Local Government.

4. That the taxation  program under the Taxation Ordinance be accelerated  
to  cover a l l  N.W.T. communities over a three year oeriod to provide  
the base fo r  implementation o f the proposal.



5. Thàt a school tax be re ta ined  and implemented throughout the 
Northwest T e r r ito r ie s  and th a t the Departments o f Education and 
Local Government be d irected  to develop a proposal fo r  changing 
the school tax system in  order th a t communities which assume 
re s p o n s ib ility  fo r  education

/ (a ) re ta in  a l l  or p art o f the revenue from the school tax
consistent w ith the degree o f re s p o n s ib ility  assumed, and

I
(b ) be given the opportunity to ra ise  add itio n a l funds fo r  

educational purposes not provided by the Government o f  
the Northwest T e r r ito r ie s .

E ffe c t o f Recommendations

(a) E ffe c t on Tax Payers

iI The recommended 20 m ill property users' tax amounts to approximately  
l i  Se,r, °? a new three bedroom house p resently  provided by
the N.W.T. Housing Corporation. When the maximum optional local tax

in  at ĩĩSc î5 XKn0 r th iS  kind 0 f house w i l 1  be $ U *00  Per raonthin  a hamlet and $12.50 per month in  a settlem ent where the local
council chooses to tax a t the maximum ra te .

(b) E ffe c t on Community Revenues

Based™  the example o f Tuktoyaktuk, in tro d uctio n  o f the property  
íbm iL- í aX Ŵ ] Provide add itio n a l d is c re tio n a ry  revenues to the 
Hamlet Council o f approxim ately $ 5 ,5 0 0  per y ear. When the Hamlet 
Council assumes c o lle c tio n  re s p o n s ib ility , the amount o f
o ! Cm í 10nary m n 4  t 0  the counci' ] w i l 1  ^ c re as e  to approximately  
$25,000 per year o f the to ta l o f $63,000 ra ised in  Tuktovaktuk 
(assuming the maximum optional local tax is  a p p lie d ). A’ more 
d e ta ile d  breakdown o f present and proposed taxes in Tuktoyaktuk 
is  provided in  the appendix.

(c ) E ffec t  on Government o f the Northwest T e r r ito r ip ç  
Costs and Revenues ~

Fu ll implementation o f the proposal w i l l  provide $3.5  m illio n  new 
net revenues, o f which up to $1 . 2  m illio n  per year w i l l  go to communities 
and a p p ro x i^ te ly  $2.3  m il lio n  per year w i l l  go to the 6о?егптепГ  
o f the Northwest T e r r ito r ie s . 611

L* *



APPENDIX A
* \

EXISTING AND RECOMMENDED TAXES: THE EXAMPLE OF TUKTOYAKĨUK
(based on 1977 fig u re s )

Existing  Property Taxes 

-  d ire c t  to  Government o f the N.W.T. $29,100

STAGE I .  (GNWT R esp o ns ib ility  fo r  c o lle c tio n )  

-  d ire c t  to Government o f the N.W.T. 5,800

-  applied against Ham let-Contribution
/

31,500

- j t o  Hamlet Council fo r  d iscre tio n ary  purposes 

!  ■

5,700

$43,000

STAGE I I  (Hamlet Council R esp o ns ib ility  fo r  C o lle c tio n )  

-  d ire c t  to  Government o f the N.W.T. 5,800

-  Applied against Hamlet Contributions

-  To Hamlet fo r  d iscre tio n ary  purposes

32,100

-  from basic taxes (25%) 10,700

-  from maximum optional lo ca l tax 14,400

$63,000

Lr* :
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