From: Alain Muise

To: Chantalle Newell

Subject: FW: Letter from Minister Lohr re Bill 340
Date: October 24, 2023 10:37:35 AM
Attachments: Oct 22 letter of Thanks.pdf
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Please add my email response under for info mun reform,, one moee!

From: Alain Muise

Sent: Monday, October 23, 2023 2:25 PM

To: Pottie Bunge, Valerie A <Valerie.Bunge@Novascotia.ca>; LaFleche, Paul T
<paul.lafleche@novascotia.ca>; Rafuse, Byron G <Byron.rafuse@novascotia.ca>; Atherton, Andrew
<Andrew.Atherton@novascotia.ca>

Cc: Argyle-Council <Argyle-Council@munargyle.com>; Juanita Spencer <jspencer@nsfm.ca>; Jeff
Bishop <JBishop@amans.ca>

Subject: FW: Letter from Minister Lohr re Bill 340

As this letter is addressed to me as CAO for Argyle, | shall take the liberty to respond. | have copied
Council, and our leaders at the AMA and NSFM as they have represented us faithfully for many
years.

| have attached your letter as well as my request for decision presented to Council and approved
unanimously. | trust you will find the assessment in your favor, and (hopefully) balanced. Since roads
was eliminated from further consideration, then we strongly endorse ALL intended changes coming
from your department.

My role is to provide professional advisory services to my Council and participate as little as possible
in the political forum. Your issue, unfortunately, appears quite political in terms of opposition and
CBRM issues. | respect the olive branch you have provided to CBRM on what appears to be their
issue. Based on my request for decision, | have highlighted how this deal, and its arrangement is
very CBRM heavy when considering all other municipalities, and it was wise not to increase the
MFCG as it weights very heavily in CBRM'’s favor. It is no surprise to us that both HRM and CBRM are
much larger and different from many of us. The negotiation of a charter for them is a good faith
decision on your part, and we wish you well in that ongoing effort.

It is also very honorable for you to consider the residents of CBRM and their needs in this. That
responsibility, in the end, and as you know, rests equally with its Council than it does your
department. It is not for me to make any recommendations as a non-elected individual, | would
strongly point out that you received a quick response from CAQ’s in the matter of hours on Friday.
This in of itself ought to indicate the importance of many municipalities interested in taking the first
step. The fact these changes are in regulations and not legislation is not lost on me. This provides
the province with flexibility in the instance where certain exceptions on this deal are required.
Please do not pause the progress you have allowed in this process.

Change is never unilateral. You will always be opposed in the face of change. | trust that you will
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NOVA SCOTIA

Municipal Affairs and Housing
Office of the Minister

PO Box 216, Halifax, Nova Scotia, Canada B3J2M4 « Telephone 902-424-5550 Fax 902-424-0581 « novascotia.ca

Dear CAO,
Thank you for your letter supporting Bill 340. It means an incredible amount.

It has been more than 25 years since any government has even offered this type
of review of the MOU between the Province and the municipalities. As you know,
the Province worked with the NSFM negotiating team for more than a year to get
it right. It would be a shame for this opportunity to be missed at this stage in the
process.

| am hopeful we can get this Bill across the line and deliver on the more than $50
million this Bill will provide to municipalities across the Province.

As you may have heard, the voices opposing the Bill coming out of both Oppaosition
parties and the CBRM have been loud and persistent. The Opposition are
filibustering the Bill and have held it up, grounding the Legislature to a halt for the
past three days. They tell us this will continue. As a result, no business is moving
forward.

Since CBRM has consistently asked for its own Charter, we believed that was
something they wanted. We wrote to them on September 15 advising them of the
option to (a) be a part of the same agreement that 47 other municipalities support;
or (b) exempt themselves from this arrangement, in which case the Province would
work collaboratively with them to start the process of finally negotiating a CBRM
Charter.

Our only ask of them was that whatever decision they make - option (a) or (b) - be
supported by a vote of Council. We felt this was a reasonable ask - to ensure the
decision represented the will of the majority of the Council - particularly given
CBRM's recent history of division.

We didn'’t actually receive a response. Their silence is hard to reconcile in the face
of being offered exactly what they had asked for.

With a looming deadline of the Legislature fast approaching, we wrote to them
again on September 21. Still, they did not communicate any decision, nor did they
put the options to Council for a vote.





As a government, we can’t in good conscience allow the residents of CBRM to be
disadvantaged simply because their own council wouldn’t make a decision. As
such, CBRM will be a part of the MOU. An arrangement that will see more than $4
million dollars flowing to and staying in CBRM.

The current Bill representing additional money that CBRM will have for their
residents is a good thing. Not only does it give them the control over how they
spend this extra money, it gives them more funding to fix roads, provide important
services like transit, water and garbage and recycling and, most importantly,
support their residents.

This negotiation process was tough but fair. It means more money for
municipalities. It's something that municipalities have been calling for and we are
proud to have had the courage to work with you to get it done.

However, given the amount of opposition to this Bill and the assertions of the
Liberal Party that it is more than CBRM that is discontent with this agreement, we
are listening carefully. If it appears that this Bill is in fact not the will of the
municipalities, then letting the current MOU continue, un-amended, is an option.
This week will guide us. We only want to do what is right for the residents of our
municipalities. If we got it wrong and this Bill is not the wish of the municipalities,
then we will admit we got it wrong and let the status quo stand.

However, if you feel it is important that this Bill pass, perhaps you could contact
your colleagues in the CBRM and help them understand what value you see in the
Bill and encourage them to make the decision noted above that has been on offer
for over a month.

Bill 340 will go before the Law Amendments Committee later this week. Law
Amendments Committee is the opportunity for any Nova Scotia to appear before a
group of MLAs and share their thoughts (good or bad) on any Bill.

Finally, if you support this Bill, it may help tone down the negative rhetoric if you
contact Opposition MLAs and explain the value of the Bill to your municipality.

Yours truly,

Minister John Lohr
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Municipality of the District of Argyle

		Item: Service Exchange – Provincial proposal and consultation

Date:  August 23, 2023





Vision statement

Argyle is the community of choice to invest, live and play.


Mission statement


Argyle invests time & talent in growth opportunities in fishing, tourism, and renewable energy sectors.

Argyle provides affordable taxation while providing safe and healthy communities and strives to engage and inform our residents on decisions that affect them most.

Argyle provides high class, accessible recreational and cultural facilities and helps celebrate its unique heritage and culture and welcomes new residents to our region.

CAO’s Recommendation: ______________________________________________________


That Council endorses all recommendations but one proposed by the Province of NS and NSFM as proposed in the shared services proposed agreement and encourage provincial approval at the fall sitting of legislature.  Further, the Council request additional clarity of purpose and application of the local road recommendations prior to endorsement.

Suggested motion:  ____________________________________________________________

That Council request additional clarity of purpose and application of the roads recommendations as proposed in the Shared Service Agreement prior to endorsement.  Further, that Council endorses all other recommendations proposed by the Province of NS and NSFM as the first phase of a long-term shared service agreement and encourages the province to present those recommendations in the fall sitting of legislature. 

Background: _________________________________________________________________

There is a history associated with shared service agreements. The last shared service agreement was introduced and eventually implemented in the late 1990’s.  In today’s perspective, this is a long time before services are reconsidered.  There have been many services shared over the years that were not incorporated in the last agreement.  Major shared services in the nineties included the shift of community services from the municipalities to the province, with some transfer of roads responsibilities, and financial tradeoffs in education, community services and corrections to name a few.  

Since then, services have shifted.  Responsibilities around building and fire inspection, regulations on wastewater requirements and many other services have been led by the municipalities.  There have been several services that municipalities have taken on over the years without an official shared services discussion. Some at the request of the province and others by the municipalities themselves if they saw a gap in a service important to its community.  Recently, these responsibilities have become larger and larger, health and housing to name a few.  While some would define it as downloading, there is no doubt that whatever the issue, municipalities are asked to respond, and intersect provincial services regardless of who is responsible, when it is in the best interest to the community Council serves, and at times when it is not convenient for us.  Future government services depend on the ability of all levels of government to apply their effort, talent, and resources to achieve growth and improvement.

Municipalities have participated in many subcommittees, which were created to work with the province to recommend service and financial improvements.  The Fiscal Review and the Roads committees are two examples.  The result has never been successful in obtaining additional funding.  The province is presenting, for the first time in my own 18-year career, a funding option to assist municipalities, and the beginning of a path to ongoing adjustments to support municipal government.  We should consider these recommendations seriously, not as a great deal for municipalities, but a good deal that allows for short-term gains and the potential for further positive conversation.

Under previous shared service negotiations, a Guiding Principles document was created which outlined the intentions of both parties prior to a negotiation.  In this case, the basis of adjustment is less of a shared service arrangement, but more of a response to the NSFM survey that was issued, which asked specific questions around services provided by the province and by Municipalities.  While it is still considered a shared services discussion, the result appears slanted towards assisting municipalities who have been paying for provincial programs and waiting impatiently for the new Financial Capacity Grant (equalization) to be recalculated. 


Summary of shared service exchange – Municipality of Argyle and provincial considerations                                            

Revenues


The Municipal Financial Capacity Grant (MFCG)

The MFCG (formally known as annual equalization funding) has been frozen for many years (about 10).  It will be unfrozen and redefined.  The formula will be modernized, separating commercial and residential considerations, and including additional elements in its complex calculation (basically including more recreation and other costs).  The actual details of the change are attached.  It should be noted that the town (additional) grant of $50,000 per town shall be eliminated.

The result of this new formula is a modest increase from $154,923 to $184,718.  The total impact for all municipalities is attached, as well as the one specific to Argyle.  This amount would remain at that level for 5 years and be reassessed at that time.  There is no new funding for this funding program, and when there’s no more money and the calculation changes, there are winners and losers.  To smooth the transition, the 17 loser municipalities will be topped up to meet their old equalization amount.  In short, this top-up will cost the province 3.3 million a year.  The province prepared a one-page financial impact of the MFCG, housing and corrections (included).

Pros


· While the province says there is no more money, there is more money.  3.3 million per year for 5 years is not a lot, but it is intended to top up the ‘losers’ in this calculation.  Please keep in mind that there are winners in this calculation also, who have long been receiving a smaller grant, and some municipalities who never received any funding now do.

· Additional municipalities take advantage of this grant than in the prior calculation.


· MODA benefits by $30,000 per year for 5 years at least.  That’s about .75 of a cent on the rate per $100 of assessment.  Not large, but an increase, nonetheless.


· The basis of the calculation makes more sense than the older version.  I was involved in examining the alternative logic calculations, and this version is reasonable, and includes services that ought to be included as they are basic services that we must provide.


· Adding additional funds significantly benefits the larger units such as CBRM.  The decision to add other funding options (or eliminate costs) is a far more inclusive approach to the overall benefit to municipalities.  (Note, CBRM may well be entitled to more money, that is outside the scope of this assessment.  The point here is that it is so much larger and different than other municipalities that it would skew the calculation in their favor at the detriment of other units.)

· Review after 5 years ensures that any omissions or errors once it is in practice are addressed.

Cons:


· Other than top up there is no additional money. (Also, a pro).


· Funding heavily favors CBRM over other municipalities (45% of the total grant).

· Sharp decreases and increases in municipalities limit some of the increases in smaller municipalities.


Overall:


The recommendation on the new MFCG grant supports a more logical calculation than its precious model.  And while there is no additional money for it, consider that 45% of any increase would go to one municipality.  The focus on expense avoidance as proposed by the province (see below) is more inclusive and preferable to sharp funding increases to this program.  Overall, the pros of this new calculation are far more significant, and it is recommended that MODA endorse these recommended changes.


Capital Infrastructure funding 

Infrastructure funding has been introduced as “new” funding.  A 15-million-dollar (annual) fund shall be created, as an application-based program.  Details are still being ironed out, but the intention is to support and leverage other federal application programs, such as the Investing in Canada Infrastructure Program (ICIP) or other funding that the federal government announces.  While the Province typically supports these programs anyway, there’s an argument that it isn’t new money.  However, in participating in the consultation session, it was noted that this funding is designed to pay both the provincial and municipal percentage of a project.  Typical funding in a federal program is 50% Federal, 23% provincial and the remaining municipal.  In the new model, if your municipality was successful in an application, the intention is to fund the project 50-50% federal and provincial.  This is a savings to the successful municipality.


In short, it is targeted, and aims to reduce municipal costs on capital projects, up to the budget limit of 15M.  The eligible projects are to be determined but would likely be wastewater and water projects that enable housing growth.  It is surely designed to support provincial priorities. 

Pros:

· This is an additional financial tool for municipalities.


· Funding an entire 50% of a project is a new concept, this would eliminate the municipal contribution to a project, and this is something that has been pushed at the national level.  This response is very favorable for municipalities if they are successful.


· 15 million annually for 5 years = $75 million, which is a start in the right direction to support municipalities in their infrastructure needs.

Cons:

· Municipalities may not see this as additional income, as it is standard practice for the province to fund ICIP and other federal funding streams.


· Smaller municipalities will be at a disadvantage in an application-based field, application talent and funds required to create a suitable application favor the larger, more lucrative municipalities. 


· 15 million across the province, even annually, shall not eliminate the infrastructure deficit experienced by municipalities.


· Provincial priorities may not align with municipal priorities, therefore would reduce likelihood of success in that instance.


Overall:


While there are more cons than pros in this program, they should be measured in terms of practicality.  It may not be additional income from the province’s perspective, but from a municipal perspective it is.  There is no 15 million dollar per year program that exists today.  ICIP federal funding announcements largely force the province as a funding partner, but this is a different program.  It is true that smaller municipalities are likely to be at a disadvantage in an application-based system, but simply allocating a portion of the 15 million to all municipalities (except HRM) would likely see between 40-50% of it go to one municipality once more.  While it is ok to point out flaws in the program, this is the program of choice, and it replaces additional funds sunk into the MFCG grant.  Furthermore, it is an effort to allocate funds to areas of highest risk for municipalities, which is in new capital and capital renewal.  When you take a big picture view, this funding model is far superior to an MFCG top-up.  Overall, it is recommended that MODA endorses this new program, and be ready to provide constructive feedback over the next 5 years to seek improvements in the program if needed.


Local Roads: 

Local Roads have been debated and discussed since 1995.  The previous J-Class maintenance agreement started with the province’s intention to transfer ownership to the municipalities.  This was met with great pushback.  At the last minute, the province backed away from transferring the J-Class roads and fell back to requiring a maintenance fee from municipalities for these and other roads.  It seems the intention of the province to transfer local roads to the control of the municipalities, as this is a source of a lot of municipal intervention, and resident complaints.    

Under this new effort, there is new road funding, it is in two streams, one of which does not apply to Argyle, so I will focus on Stream B funding.  10M annually will be available for any G,H,I and J Class Roads that municipalities have an interest in maintaining, and perhaps owning.  This is an expansion to the J Class program that we have participated in once in 18 years.  The previous program would have covered 50% of the cost of paving or repaving a J Class Road (not G, H, I).  This is expanded to other roads BUT has some nuances.  The original J Class cost sharing program had 2 million in annual funding, and the new program has 10 million.  


Let’s take a minute and explain what these road classifications typically mean.  G, H, I and J are all considered local roads, which do NOT include highways, numbered roads (like 308), trunks or routes.  Basically, the lettering of G, H and I refer to the condition needs of the road which is influenced by traffic.  While there is no hard and fast rule, G is typically paved, H can be paved or Chip sealed, and I is often gravel.  Maintenance (plowing for example) is often faster on G (and J) than on H /I on account of the traffic.  Traffic volumes change, so at times a road may be classified as G, but dirt, due to these demographic and traffic changes.  J-Class is also known provincially as “urbanish” roads, they may have curbs, and are typically for a higher density population.  Argyle has the following local roads, noted in kilometers (rounded):
G = 99, H = 55, I = 108, J = 3 for a total of 264 kms.  

For context we should compare it to other rural municipalities.  Of all the rural municipalities, only Shelburne, St. Mary’s, Chester and Barrington have less kilometers (127-262 kms each).  Cumberland, Inverness, Kings, Colchester and Pictou each have 1,130 to 1,520 kms respectively.  So in comparison to other municipalities, the issue is not as large for us, though 264 kilometers is a lot.

First, this Stream is voluntary.  No changes are being forced on municipalities.  While the program is voluntary, the road recapitalization needs are not, as they would require refurbishment at some point.  The primary responsibility for local roads shall remain with the Province of Nova Scotia, unless the municipality wishes to intervene and request a specific road to be identified a local road that required attention, it would apply for funding from the province, and it may or may not be selected.  

If it is selected, municipalities will have to cover 50% of the cost.  Typical repave cost of a local road in today’s dollars would depend, but estimated at $375,000 per kilometer, half being $187,500 per km cost to municipalities (capital cost only).  This cost would not include items such as bridges or other costly items that may exist on a local road.  Maintenance costs vary depending on the quality but could be in the 6 – 12 k range annually.  Maintenance depends on your stated policy on maintaining (i.e., plow 24 hours after a storm, vs plow black to black asap and often).  While I don’t have an official answer on this question, local roads owned by municipalities are typically eligible for Federal “Gas Tax” capital funding, that is, once you own it.

First, it should be noted that the municipalities must apply to the province if they wish to cost share in a local road capitalization.  This application must be accepted by the province before any cost share considerations come into play.  According to the presentation from Guy Deveau from NS Department of Transportation/Public Works, if municipalities choose to intervene in road maintenance, they will have three options available to them.  I repeat, in every case below, the municipality is intervening/speeding up the repair of a local road.  They may choose not to intervene and be satisfied with the province’s priorities on local roads.  Be warned though that the pressure to repair a road is now shared between the province and the municipality.

Option one - Standard Intervention:  Municipalities application is accepted to cost share on a road repair/repave.  Upon completion of the work, the road ownership shall transfer to the municipality, along with a grant that amounts to 2 times the annual J-Class maintenance fee.  (The maintenance fee is about $6,200 per km in 2023).  Future maintenance, however, shall be the responsibility of the municipality.  This option supports the provincial intention to shed some local roads to the level of government they feel makes the most sense.  And since the municipality is intervening, they should retain ownership thereafter.

Option two - Municipal Override - This option is not the traditional application as in option one.  This option is triggered by the province notifying the municipality of a downgrading of local road.  For instance, replacing pave with gravel based on reduced traffic and demand.  Once notified, the municipality has the option to disagree, and insist on maintaining that level of service.  Should the province approve, they will maintain the same level (i.e., repave) in a cost shared environment, but the ownership shall remain with the province.  As the maintenance and ownership remains with the province, there is no maintenance grant provided to municipalities for this work.  According to the province, this option would not be a regular occurrence.  This option would be consistent with the adage, those who want a say, should be prepared to pay.


Option three – Municipal Upgrade - This is triggered through typical application, except the municipality is requesting an upgrade in service – i.e., from gravel to pave.  Should the province approve this road improvement, it will pay 100% of the cost of upgrade, but the municipality shall be the new owner.  This option makes sense, as those who wish control of a situation should retain that control moving forward.


Unanswered questions:


I have participated in numerous consultation sessions to deepen my understanding of the recommendations.  There are some questions left unanswered, which I will list below:


1. In option three – municipal upgrade, does the 2 for 1 maintenance grant remain available to municipalities or is that only in the first option?

2. In the sessions, the province stated that the 2 for 1 maintenance grant will be paid to municipalities until it offset the old J-Class maintenance fee to zero.  This issue is best illustrated through an example.  The Municipality of X at this moment pays 6,500 per km for 10 kms for a total of $65,000 per year.  Municipality of X takes over 5 kms under option one as explained above.  This would result in a net cost to the municipality of zero, 5 kms x 2 x 6,500 = $65,000.  

But what happens if that same Municipality of X wants to take over 15 kms?  Is there a continued maintenance grant incentive?  Early signs would suggest there is not.  Email correspondence was sent to the province (from MODA) expressing that if it is in fact the province’s intent to push more ownership of local roads to municipalities, there is no real incentive for this to happen unless there is a maintenance grant attached to it.  No municipality will eagerly take over a road with no maintenance funding associated with it.  They would essentially be taking full responsibility for its ownership, maintenance, and eventual repair, forever.  Furthermore, most municipalities are not set up to properly maintain roads.  The province assured me that this issue will be reviewed asap.


3. What is the condition of the local roads in Argyle?  Province did not have an answer to this, and the local detachment may have information in this area.  I have asked for a local assessment to be completed by municipal staff, and this will take some time.


Pros:


· This revised recommendation provides extended options for municipalities to intervene and control a service they may wish to see improved.  While we do not often wish to intervene as Argyle, there are other municipalities that are under a lot of pressure to improve local road quality and timeliness of maintenance.   This is one of the reasons why Towns own and maintain their own roads, as they control the service provision and quality.  

· These extended options are good news for towns (under stream A not analyzed here), as it provides 50% funding support on arterial roads where before there was 0%.


· These extended options are good news for rural municipalities with urban type services, now they are in the position where they could own local roads critical to them in guaranteeing services.

· This is a voluntary program.  No municipality is forced to participate in this ever.  In theory, a municipality can take the money provided in other recommendations here and not spend a dime on local roads under this option.


· Having multiple options for road interventions for capital appears well thought out and sensible.  They place the financial onus on those seeking to make decisions around roads.  These recommendations are from the Joint Roads Committee (province/municipal) and were well debated and considered by those considered experts in this field.  While there are always possible improvements that can be made, these recommendations, like all others, are set to be reviewed in 5 years.


· The budget for this option has increased from 2 million to 10 million (not including the Towns only funding stream).


Cons:


· In the past, residents with complaints on local road improvements (except J-Class) were referred to the province.  Now municipal councilors will be faced with the decision to invest in a solution for all local roads.  The political decision has now extended to municipalities, along with all the political pressure that comes with roads.


· There are unanswered questions that have critical financial ramifications to municipalities.  Question two is very concerning, as it could represent a service share that would have potentially awful financial ramifications to municipalities.  While it is not the intention of the province to cause this, it may unintentionally do so.

· Many municipalities (including Argyle) are not equipped to maintain local roads.  They would have meagre services and may maintain municipal roads at a much lower scale than would be required in new local road ownership.


· Many municipalities are not informed of the needs of road maintenance, standards required to properly manage and maintain roads.  This will require not only road download of ownership, but of history, policies etc.

· The options listed are silent on Class K roads, which are provincially owned and not maintained.  There are no funds available for municipalities choosing to take these over.  As you may have experienced, residents have frustrations when they live on a K-Class Road and realize only after they reside there that there are no plowing or garbage services available.

· There is relative silence on the issues of culvert repair, and bridge repair on local roads.  These are large items that the province has not taken a firm position on who pays.  It’s one thing to cost share a road improvement, but its another to get into the details of what that may look like.  In fairness to the province, we have zero insight on how many of these capital items exist on local roads.


Overall:

The Roads recommendations remain rather uncertain as to its execution, and this will be concerning to all municipalities involved.  There is fear, legitimate or not, that the roads ‘download’ will bury municipalities, but in fact it would only impact the willing municipalities.  The fact that it is voluntary does not negate the fact that this recommendation remains cloudy and incomplete, and while we may not be a big “road” player in the future, there are other municipalities that will, and deserve the clarity of intentions around maintenance fees and other capital fees.  If other municipalities are harmed by this recommendation, it harms our ability to access other provincial funds that are always finite.

Without clarifying the intentions of this recommendation or knowing the answer to some practical questions, it would not be advisable to recommend endorsement, rather recommend clarity on the practical elements of this service exchange to further assess.


Expenses:

Municipal Expense avoidance


Expense avoidance can be superior to additional revenues.  The logic being that costs tend to increase whereas new grant revenue does not often, at least historically.  The elimination of costs in favor of the province absorbing it is welcomed, especially if the costs are for provincially controlled services.  Furthermore, there is no indication that the province will be taxing its residents for this shift in burden, which is truly a savings to the municipality or to the resident or both.  The survey sent to the NSFM members identified mandatory expenditures as a problematic item, which is essentially a municipal tax collection for the payment of provincial services.

The mandatory expenditures identified, in order of magnitude for Argyle, include payments for education, policing, corrections and housing.  Policing is due to a joint agreement between three government units and is a complex arrangement.  The other three have come out of shared agreements or other agreements between the province and municipalities, so it is a bit less complicated. 


The NSFM members wished to see education and policing addressed.  Both have been identified as something outside of the scope of this shared agreement. Housing and corrections are the only mandatory payments that have been absorbed by the Province of NS under this proposal.  While it does not include the larger mandatory expenditures, the Argyle impact on housing and corrections is about $49,545 and 101,836 in today’s dollars.  Costs avoided, as mentioned previously, are in today’s dollars, inflation is now in the hands of the province.  There is an important element here, a municipality will not qualify for this funding until they pay all outstanding housing and corrections balances to the province. 

Education mandatory payments

There is no doubt that municipalities would benefit from the province absorbing this cost.  As mentioned earlier, municipalities argue that this is a provincial responsibility and simply a flow through – i.e., municipalities currently taxing for a provincial service.


The province’s position is clear on this, they will not entertain absorbing this cost as it is too expensive to achieve.  They will however, at a future negotiation, consider billing and collecting this item on behalf of municipalities.  


The provincial absorption of housing and corrections will come with no increase in provincial taxes.  This is a true shift of fiscal burden from the municipalities to the province.  In this situation, municipalities shall have the choice as to what to do with these savings and may reduce municipal taxes to pass the savings on, invest in other priorities, or set the money aside for future capital needs.

Education is different.  The province is not absorbing.  They will either ask us to continue charging or they will charge the fee themselves.  In practical terms, they would control how the fee is charged, and taxpayers would pay them for that.  The province would determine the rate, and how much they charge the residents.  The amount would disappear from our books. For us, that represents about 23% of the total operational budget.  BUT the decision to reduce the municipal tax rates remains with the municipality.  In essence, municipalities may or may not decrease their rates to completely offset the provincial fee.  The taxpayer would be negatively impacted if the decrease did not match the new provincial tax.  So, in short, asking for the taxes to be charged by the province would not result in savings to the taxpayer, only to municipalities.

Municipalities would not gain control in this arrangement; the fiscal responsibility was and will remain provincial.  This would make that taxation ‘purer’ as the proper level of government is issuing the tax on a provincial service.  Under the current arrangement, the collection of education payments is netted against taxation revenues, further confirming that it is a provincial responsibility.  The fact that escalating costs would rest entirely with the province is a win for municipalities, but not necessarily for Nova Scotians.  Also, municipalities, whether they like the fee or not, are responsible to balance a budget, and make decisions on tax rates.  This decision would be taken away from them and left to the hands of the province to determine the tax, and they may charge more than what municipalities would have.

From the provincial perspective, if they were to take this burden, we presume they would want some guarantee that the resident shall not be double taxed.  This means they could legislate a municipal tax reduction.  On the surface this appears logical, but it is a dangerous precedent, as this type of legislation is precisely the type of thing municipalities seek to avoid as it is a threat to one of our powers as a municipality.  The CAP on Assessment is a perfect example, the province would hesitate to take the CAP out of legislation, for fear that municipalities would not decrease their residential and/or commercial taxes as they should.  They may insist on a legislated tax decrease, which is a bad precedent for us.  We have examples of municipalities that were provided with a doubling of equalization, and then councils deciding to decrease the tax rate instead of using it to offset current or future expenditures.  This would not sit well with the province, understandably.

In short, the education payments remain to be assessed in more depth before a decision can be made on how best to address it.  In short, while it is a provincial responsibility, the details have not been fully fleshed out as to how this would be handled.

Policing


The policing contracts vary by municipalities, with some under provincial contract and others in direct contracts with the RCMP/Federal government.  The policing costs have escalated heavily in the past 2 years, due mostly to negotiated retroactive and future raises for police officers.  The province and federal government are still at odds as to who is responsible.  That negotiation is still ongoing and has national implications. 

There is no doubt this cost is one that municipalities seek to avoid as the magnitude is becoming unaffordable to many.  In short, there are many details to be determined by other levels of government before we can negotiate cost sharing with the province.  While this cost is one that requires discussion, it is not practically possible for the province to do so in such uncertainty.


Pros:


· All municipalities have the fiscal burden of housing and corrections today.  For some, these numbers are large, especially housing in towns.  This absorption will surely assist all municipalities (but HRM as they are not party to this).


· Housing costs are very unpredictable, and with provincial priorities surrounding expansion, municipalities would have experienced sharp increases as most are responsible for 10% of the deficit of these Housing Authorities.


· Eliminating the cost is to admit that municipalities have no control over this service, it confirms who is totally responsible, and avoids cost conflict.


· Many municipalities have taken the position that their funding agreement was terminated before 2023 and are fighting invoices.  This agreement would clean up any existing conflict.


· Policing and education mandatory payments are simply not ripe enough to consider at this stage, and the province has indicated that future negotiations would include these items.  I consider this to be an act of good faith on the part of the province.


Cons:


· Province did not include the largest mandatory payments of education or policing so the issue is not fully resolved.

· Province chose the lowest of the mandatory payments to consider in shared services.  

Overall:


While the largest of the mandatory payments did not make the final recommendations for shared services, it can be reasonably concluded that the larger elements have details to iron out before properly negotiated.  The province has left these elements to be discussed in a future time.  In short, the mandatory expenses proposed are a positive step for municipalities, and I would recommend that Council endorse these recommendations.


Obsolete Schools

Old schools, or pre-1982 schools currently revert to municipal ownership once the school was closed or replaced.  This proposed service exchange would take that obligation away from the municipalities.  Most municipalities will see cost avoidance here.  Assuming demolition, which is a common conclusion on old schools, this could cost between $500,000 and a million dollars depending on the size and environmental requirement to address hazardous materials such as asbestos or lead.  Furthermore, assets like school bus garages surely have petroleum contamination that would further hurt municipalities in a clean-up.  


In other cases (like in HRM), the municipality could demolish, and sell the land for far greater than the cost.  The province recognizes this and provides the option to municipalities to retain ownership.  


We have negotiated ownership of the old Wedgeport School outside of this service exchange.  But this would apply to two schools in our region that qualify as ‘obsolete’, which are the Plymouth and West Pubnico schools.  If each were to be demolished by Argyle, we could avoid an estimated 2 million in today’s dollars.  Please note that the actual cost avoidance could be far less, and in other school closures we managed to sell the asset temporarily avoiding costs.


This change shall be applied prospectively, not retroactively. Forward application only.

Pros:


· Assuming an eventual demolition, this represents a massive cost avoidance on the part of municipalities. Municipalities could easily assume a savings of an average of $750,000 per qualified school.  For Argyle, it would represent two schools and a school bus garage, best guess, 2 million in cost avoidance.


· All but eliminates conflict between municipalities and province on who pays for what, former ownership issues etc.


· The province left the option open for municipalities who choose to take these schools over, so the power to decide has shifted from the province to municipalities.


Cons:


· None that could be noted.


Overall:


This is a considerable win for municipalities, Council should endorse this recommendation.

MGA considerations: __________________________________________________________

MGA amendments of this nature are outside of our authority.  Consideration should be taken on the NSFM’s 12-month notice provisions, which state that the Province of NS shall provide 12 months’ notice on items that require municipalities to plan for in the future.  This request was put in place to ensure municipalities would incur costs without time to plan for the implementation of these costs.  It is the Provincial position that cost savings are outside the scope of this procedure, and the NSFM has also confirmed that the one-year delay is only on negative impact items, whereas the shared service is not negative to any unit, the one-year delay should not be applicable in this case.  In short, if the fall legislature passes a new agreement, the application could commence on April 1, 2024.

Overall Financial considerations: ________________________________________________


The overall financial implications to Argyle and to all other municipalities is included for your review.  In short, the annual savings and additional revenues will be about $180,000 for the new ‘equalization’ grant, and the elimination of housing and corrections costs.  The impact of school takeover is unknown but could reach as high as 2 million dollars.

The impact of roads cannot be measured due to its voluntary nature. While every road is different, average cost to re-capitalize a road is about $375,000 per km.  Further internal assessment of road condition would be required, and there are maintenance fee questions that remain unanswered.

Political environment: _________________________________________________________


The NSFM identified a short list of priorities in support/advocacy for its members.  These priorities include but are not limited to municipal modernization, elimination of CAP on assessment, and the implementation of Extended Producer Responsibility, to shift recycling costs to the producer and away from the municipalities.

Extended producer responsibility (EPR)

The Province of NS recently announced it will implement the EPR program.  While the amount of fiscal impact is not yet known, you could presume that 50% of your collection 100% of your residential recycling costs.  The amount is too soon to estimate, but it would be considerably higher than the Housing and Assessment costs avoided for Argyle.  This is encouraging news, and hope for further cost management on what is a growing cost to municipalities. 

CAP on Assessment


There has been no movement in discussion or decision on this item.  Safe to say that any elimination of the CAP on assessment is far away and may not even be possible at this point.  It would be pointless of us to bark up this tree at this point, as there is low political interest in addressing this provincially.  It is an ongoing problem for municipalities and restricts the proper and fair taxation of properties.

Municipal modernization


No considerable movement in this area, for many there remains a lot of confusion around what this means to municipalities.  From my perspective, it includes any form of municipal collaboration or teamwork to deliver a service or product, that is superior than the existing form of service.  In some cases, this is consolidation, in other cases, the creation of a regional organization that delivers regional services, without the combination of councils and operations in full.  


Current consultations and fall legislature.


The province, in conjunction with the municipal members of the working group, are leading consultation sessions, all online, and 2 in French.  So far, many municipalities are seeing some positive aspects of this deal.  HRM is specifically excluded from this deal, as any solution for HRM wouldn’t work well with other smaller municipalities and vice versa.  CBRM is demanding its own negotiation and charter, which is perhaps understandable but not the scope of the current shared service negotiation.  It was made clear by the Deputy Minister of Municipal Affairs and Housing that one municipality shall not negate the will and interest of others.  This is not a perfect recommendation for all municipalities, but it is, for the most part, a good recommendation, and a cost shift that has not occurred in 18 + years, despite municipal efforts. 


The province has listed items that require further negotiation in the annex of the agreement and is committed to reopening the deal after 5 years.  some of those items include policing and the education payment.  In the end, it would be wise to remember that municipalities are a creature of Provincial government, and the province determines what it should or should not do for municipalities. 


continue with this change for the many municipalities that would support what you are presenting.
My experience with the consultation process led by DHAM is that your biggest roadblock was the
roads recommendation, which was eliminated from the amendments. While it may be true that
municipalities opposed this initially, | am confident that the roads issue was the main sticking point.

We will be arranging our Warden, Danny Muise to present at law amendments when it comes to
bear in support of this first and important step. Please do not replace progress with perfection, and
we hope to be at the table for future conversations.

Please contact us directly should you require additional information.
Sincerely,

Alain D. Muise, CPA, CA
Chief Administrative Officer.

From: Atherton, Andrew <Andrew.Atherton@novascotia.ca>

Sent: Sunday, October 22, 2023 3:08 PM

To: Andrew Atherton <andrew_curler@hotmail.com>

Cc: Pottie Bunge, Valerie A <Valerie.Bunge@novascotia.ca>; LaFleche, Paul T
<Paul.LaFleche@novascotia.ca>; Rafuse, Byron G <Byron.Rafuse@novascotia.ca>
Subject: Letter from Minister Lohr re Bill 340

Good Afternoon,
Please see attached a letter of thanks and further request related to the ongoing discussions around
Bill 340 and service exchange from Minister Lohr.

Sincerely,
Andrew Atherton

Executive Director,

Department of Municipal Affairs and Housing
902 943 9244

for action from Minister Lohr.
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