CHAPTER XIV
MUNICIPAL REVENUES AND DEBT MANAGEMENT
I. Introduction

1. In previous chapters we have discussed
the allocation of tasks among the municipalities
and various agencies of the provincial government
which would best serve New Brunswick in the
mid-twentieth century. We have recommended
that in future municipalities have responsibility
for only those services which are mainly of a local
nature: streets, roads, sidewalks and street
lighting; fire and police protection; water; storm
and sanitary sewerage and sewage disposal; parks,
community services and recreational facilities;
urban redevelopment and town planning. If our
recommendations are adopted all of the present
functions and duties of the counties would be
transferred to other levels of government, and
county councils would cease to function as units
of municipal government. We turn now to a consideration of the sources of revenues most appropriate for those municipal units which are to continue to have administrative responsibilities: the
cities and towns, the new villages, and the new
local service districts which are to be administered
by the Municipal Affairs Commission. A primary
objective of the recommendations we shall make
is that each municipality should have access to
sources of revenue which are sufficient for it to
provide an adequate level of local services without
having to impose ‘an undue weight of taxation.
2. Following our discussion of municipal
revenues, we take up the problem of controlling
and managing municipal debt. This discussion
begins at paragraph 87.
3. Since future municipal services are to
consist eentirely of local services, any improvement
in the standard or rise in the level of these services
should be left to the initiative of the individual
municipality. Similarly, the extra cost of adding
to these services should be covered by an increase
in the taxes which the municipality itself must
impose. We have made a number of recommendations which would greatly reduce the
revenues which municipalities would be required
to raise, the major reduction being in the responsibility for meeting the significant increase in
education costs which is to take place over the next
few years. But we have also made recommendations, some of which would considerably increase
and some of which would substantially diminish
the sources of tax revenue available to the municipalities. On balance, the taxing capacities of the
municipalities would be substantially decreased.

4. It was recommended in Chapter 13 that
all personal property be exempt from taxation.
We made further reference to this matter in
Chapter 15. In Chapter 13 we also made extensive
recommendations concerning the exemptions of
real property from taxation. Private property
used for religious worship and for educational and
charitable purposes, which is to be exempt under
the provisions of the new municipalities act, is to
be valued by the provincial assessors and the
amounts of revenue lost through these exemptions
are to be published annually. The provincial
government is to make payments to the municipalitices equal to the revenue lost through the
exemption of private educational institutions. It
was also recommended that the province pay
.grants equivalent to full municipal taxes on most
keal property of the provincial government, the
provincial crown corporations and the new administrative commissions, including schools and
hospitals. Finally, we recommended that all
existing tax agreements between companies and
municipalities be rescinded. These changes would
greatly broaden and increase the real property tax
base of the municipalities. Assessment throughout the province is to be carried out by the
assessments office of the Municipal Affairs Commission and assessed value is to be full market
value in the year of assessment, with reassessments to be made every fifth year.
5. Another decision concerning the property
tax has also been referred to in earlier chapters.
After much deliberation, we have decided that the
major portion of the cost of education should
continue to be defrayed by the real property tax,
and a province-wide rate of 1 l/z per cent on assessments at market value (including business tax
assessments) was fixed on for this purpose. This
proposal is examined in more detail during our
discussion of provincial revenue requirements in
Chapter 15. It is sufficient to note here that one
result of this policy will be to reduce the revenues
which the municipalities can draw from real
property taxes.
6. Before calculating whether the tax fields
remaining with the municipalities will be sufficient
for them to meet their new responsibilities, we
asked ourselves whether there was any tax which
the municipalities could impose to supplement
their revenue from the tax on real property. We
found that all of the possible sources were closed
off for two reasons. Either the senior levels of
cqovernment have fully occupied every tax field

which could be efficiently tapped by the municipalities or the nature of the tax is such that even
a large city is too small for efficient and equitable
administration. In fact, there really is no major
and desirable source of municipal tax revenue
other than the property tax which would be satisfactory on all counts.
II. Municipal Financial Responsibility
7. It would be nossible. of course. for the
municipalities to Shari a tax ‘with the provincial
government, the province being responsible for
Glministration a&l collection. -The ltax usually
proposed for this arrangement is the general retail
sales tax. However, it is quite unsatisfactory for
the rate of the sales tax to varv from one municipality
. to another. The obvi&s consequence of
such an arrangement is that the tax is avoided on
a large scale Ly consumers making purchases in
the locality which has the lowest rate. The
Province ofy Quebec has uesd a system of differential rates for some years and it is widely criticized
on this ground. Alternatively, all municipalities
could be required by provincial statute to impose
a uniform rate of sales tax on a uniform tax base.
The province could then collect the tax on their
behalf and pay it over to thle municipalities. This
kind of tax sharing would amount to nothing more
than a system of grants paid by the province to
the mun!icipalities.
It is a most defective grants
programme, however, because the amounts of
revenue received by the various municipalities
would bear little relationship to the differing
financial responsibilities they bear and would not
assist those Gnmicipalities Which have a relatively
low per capita property tax assessment. The m&t
that can be said for the joint sharing of a uniform
sales tax as a supplement to property tax revenues
is that it might be suitable in some circumstances
provided the province also pays equalizing unconditional grants so that each municipality can
provide an adequate level of services without
having to impose property taxes which are much
heavier than those in comparable municipalities.
This matter is taken up later in this chapter during
our detailed discussion of provincial grants.
8. In no circumstances would joint sharing
of the sales tax be an acceptable substitute for the
municipal property tax. As we have pointed out,
the sales tax rate must be uniform and therefore
the individual municipality would have no control
over the amount of r&enGe it would receive from
the tax. It follows then that if a shared sales tax
were the only major source of tax revenue for
the municipalities, these governments would not
be financially responsible, for it is an indispensable condition of financial responsibility that the
government which decides to increase its total
expenditures must also impose the added taxes

required to pay for them. Only in these circumstances will a municipal council weigh in the
balance the benefits and advantages of increasing
expenditures against holding them in check so
that tax rates may be held constant or reduced.
Each municipality, therefore, must have at least
one substantial tax, the rate of which is under
the municipality’s complete control. The only
suitable tax availabl~e for this purpose is th\e real
property tax.
9. For a municipalitv t o b e f i n a n c i a l l y
responsible and accountable, Y;t is not necessary for
it to carry out property tax assessments or effect
collections. These are administrative functions
which implement the decisions of the legislative
arm of government. The act of financial responsibility is performed when the municipal council
decides to impose a tax or increase or reduce the
rate. From then on it is simply a matter of the
legisl+ive decision being carried out as efficiently
as possible. It makes no difference whether the
tax- bill is mailed from an office of the new
Municipal Affairs Commission or from city hall.
This by itself has no influence upon the amount
of tax -individuals must pay. SGnilarly, once it
has been decided that real pronertv shall be
assessed at its market value, no Ares&ict~on is placed
on the fiscal autonomy of Gnmicipalities by Gaving
the actual assessing of individual properties performed by the Municipal Affairs Commission
rather thin employees of the municipality. The
munici .pal council remains resDonsible for the
fixing Gf the amount of tax liability and .this is the
decisive legislative act.
IO. Finallv, a citv or town mav draw as
much .as 70 perd dent ofdits revenue f&m non-tax
sources and it will still remain financiallv responsible - so long as its council has to decide- the
extra amounts of. taxation which it is willing to
impose to cover extra expenditures. The time
arrives every year when the council faces the
alternative of deferring: an exDenditure or raising
its taxes.. Financial GresporGibilitv occurs whei
a council raises expendit&es and ivoids the cost
- either by pushing it onto another government
or by incurring debt for current expenses. This
is one of the reasons why we recommend that
municipal budgets should be balanced every year,
and that any shortfall or surplus resulting from
an incorrect forecast of revenues and expenditures
should be added to or deducted from the revenue
requirements of the following vear. The need for
fiscal responsibility is also onUeUof the reasons why
we recommend that debt ceilings be set up by
provincial statute and that authorization by
plebiscite be required for all municipal borrowing
in excess of specified amounts. It is financially
irresponsible for a council to shift the cost of
today’s current expenditures onto tomorrow’s taxpayers.

III. The Poll Taxes

of collection arises from the circumstance that
there is no point of contact between those subject
to the tax and the tax collector. There is no
passageway, so to speak, through which the taxpayer must pass and where he may be apprehended by the tax gatherer. For sales taxes there
is the taxable transaction; for income taxes,
deductions at the source; for property taxes, an
asset which may be possessed. But many persons
liable for poll tax are not property owners nor
income earners; and they cannot be identified
when making purchases. The federal government’s annual radio license fee which was repealed
more than a decade ago suffered from the same
handicap and never achieved a high percentage
of collection. Similarly, hospital premiums were
abandoned in New Bru”n~wicd partly because they
were considered to be uncoll&tibie from so&e
groups of residents. These are the very groups
which a poll tax is specially intended to reach.
13. The prevailing forms of poll taxes in
New Brunswick and Nova Scotia are indicated by
Table 14: 1 which describes these taxes in selected

Il. It has no doubt been noticed that we
have made no mention of the poll tax in our discussion of the taxes which municipalities may
utilize tolerably well. In fact, we believe that this
is the first tax which should be rejected by all
levels of government. A variation in poll taxes
from one municipality to another would not
induce large scale avoidance as it would for the
sale tax. This is true but a corresponding defect
is the large scale evasion.’ One of the most serious
deflects of all poll taxes is that many. persons who
are liable do not -pay- them.
12. The difficulty of achieving a high rate
* Avoidance is used to refer to the non-payment
of tax by a taxpayer refraiting from the act
which attracts tax. A person can avoid the
excise tax on automobiles, for example, by not
buying an automobile. Evasion is used to‘ refer
.
to the illegal non-payment of tax.

Table 14: 1
POLL TAXES OF SELECTED MUNICIPALITIES TN NEW BRUNSWICK AND NOVA SCOTIA, 1962
Municipality

Persons Liable For Tax

Amount of Tax

Halifax

All male and female residents over 21 years who are
not otherwise assessed and are employed for six
months or more and are earning $1,500 or more per
y e a r

$20

Dartmouth
.
Sydney

All male and femal%e residents 21 to 60 years earning
in excess of $1,000 per year

$20

’

All male and female residents 21 to 60 years if unassessed and earning $1,000 or more per year
. .
.

_ . -.

All male and female .residents 21 to 60 years

Amherst

:

Males
- $20/year
Females
- $15/year
(If they ~ are assessed, the rates
are $6, $12 or $16 according to
assessment)
ratepayers $2 to $15 per year
non-ratepayers - $1 S/year

r

o All residents 21 to 60 years who are non-property
owners and learn in excess of $1,000 per year

$25

Saint John

All persons 21 to 65 years except unemployed females

$25

Lancaster

All employed persons 21 to 60 years

Campbellton

All male residents 21 to 60 years and all female
residents 21 to 60 years who earn a minimum of
$800 per year

$20

Edmundston

All persons 21 to 60 years other than unemployed
females

$10

All males 20 to 65 years and all employed females
. 21 to 65 years

$25

T

r

u

Moncton

c

Source: D.BS.~~P&zcipal Taxes and Rates, .i963, pp. 18-19
5335. :. .I>

$15.10
to $22.50

municipalities. It will be noted that four of the
five Nova Scotia towns but only
. one of the New
Brunswick municipalities exempt persons earning
less than a stated amount of income. Where there
is no minimum income requirement, the poll tax
is heaviest for the very poor and is hardly an
example of enlightened fiscal practice. Within
the province we have found no uniformity in poll
tax rates: they range all the way from $3 in some
areas to a high of $6Q.
14. We are aware that a considerable
number of people in New Brunswick consider the
poll to be a desirable form of taxation. They consider that all persons of working age should make
some contribution to the cost of the many government services provided by the municipalities.
There is a special desire to extract some tax from
persons who have not become established in any
community and who, it is considered, make little
contribution to the life of the municipality in
which they reside, often only temporarily. What
is forgotten in this view of the matter is that even
the transient worker and the itinerant family
make substanti.al contributions to municipal
revenues in the form of the property taxes incorporated in the rents paid for the premises which
they occupy, since for the most part, property
taxes are shifted forward by landlords to tenants.
In addition, it is impossible for a person, even if
he lives in a tent, to avoid contributing a substantial part of his income to taxes in these days of
multiple forms of taxation. Even the most mobile
family pays the provincial personal income, sales,
amusements and gasoline taxes. It also pays that
part of the corporation income tax which is
included in the prices of articles it may buy. The
family can also pay automobile licence fees or
contribute to the province’s revenue by smoking
and consuming alcoholic beverages. Much of the
revenue from these taxes flows to the municipalities through provincial government grants of one
form or another.
15. We recommend that the new municipalities act withdraw the power of municipalitiles
to impose poll taxes and that no poll tax be
imposed by the provincial government or any of
its agencies. The poll as a form of taxation has
been almost completely rejected by much of the
western world. This ancient tax may be found
at rates of $5 and $10 in a number of Ontario
towns and at rates of $20 to $25 in a few Quebec
municipalities, but nowhere else in Canada is its
use as widespread as it is in the Atlantic Provinces.
Its abandonment in New Brunswick is long overdue.

they receive from local rates on real property,
including business tax assessments. We have also
recommended that a province-wide education tax
be imposed on behalf of the new Public Schools
Commission, at an annual rate of $1.50 for every
P;lOO of market value for real property, including
business tax assessments. The final question to be
decided, therefore, is the total weight of the real
property tax which it is desirable to impose, as a
maximum, bearing in mind the weight of all other
forms of taxation.
17. New Brunswick’s combined municipal
and provincial taxes represent a higher percentage of total personal income than in most other
provinces save one. The higher the level of taxation, the greater is t.he need for repeated, explicit
reference to guiding criteria so that the least
undesirable of the various possible combinations of
taxes is selected. In our deliberations, we have
tried to keep in mind the weight of tax on families with the lowest incomes and the incidence of
total federal, provincial and municipal taxes on
differently situated groups of taxpayers, including
the incidence on rural as compared to urban residents and on families which consume a great deal
of certain goods or services as compared to those
who do not. We have also taken account of the
feasibility and costs of collection and compliance
and to the minimizing of inducements for avoidance and evasion. Finally, but not least important, we have been mindful of the need to minimize the retarding effects of taxation upon the
economic growth of the province.
18. Taking all these factors into account,
we came to the conclusion that it was desirable
that the property taxes should not greatly exceed
two per cent of the market value of residential
property. A tax at this rate amounts to about
17 per cent of the net rental value of a house,
where net rental is the amount remaining after
deduction of taxes from the rent payable by the
tenant. Housing accommodation is a necessity
and even when la maximum rate of 17 per cent
of the net rental value is aimed at, the weight of
tax contrasts sharply with the exemption from
sales tax of other necessities: food, fuel and medicines. Many non-essential services are likewise
exempt from taxation. Also, the weight of a 2
per cent real property tax would be considerably
higher than the combined federal and provincial
sales taxes on many non-essential commodities.
For these reasons we have adopted the objective,
in framing our revenue recommendations, that
the total tax on residential property should not
rise much above 2 per cent of the market value
of the property. This rate represents a reduction
in real property taxes for many residents of the
province.
19. It would be very convenient if the
responsibilities which we propose that municipalities should retain - that is, the provision of local

IV. The New Taxing Powers
16. The result of all these decisions on our
part is our recommendation that municipalities
should have no tax revenue whatever except what
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and the real property tax revenues available to
them, it is conven~ent”to discuss the municipalities’
non-tax revenues. Provincial grants are bv far
the largest component of these funds and, if continued, they would greatly reduce the municipalities reliance upon the property tax.
2 1 . T h e Lso-called subs& pavments, t h e
conditional grants and the share&cost contributions which the province is now paying to municipalities and school boards are described in Chapter
6. The calculation of these grants rests on no
logical basis and to continue them under anv
c&umstances would be merely to perpetuate past
errors committed in the name of political compromise. The payments do not vary according to the
vastly different needs of the various communities
in each class of municipality. This point was
illustrated in Table 1:2 of Chapter 1 which contrasts estimated actual 1961 rates on the market
value of real property with what these rates
would have been if the subsidy payments had not
been paid, and if the equivalent sums of money
had therefore been raised proportionately from
the various taxes which each municipality was
then imposing. The effect of the subsidy payments, calculated on these assumptions, is to lower
the highest rate of tax from $6.21 to $5.26. The
lowest rate is decreased from $1.33 to $1.21 .and
the median rate decreased from $2.53 to $2.20.
The payments reduced the spread between the
from 4.88
lowesi aUnd highest rates only slightly
to 4.05. A properly constructed programme of
grants would reduce the highest rates much more
than the lowest so that urban residents of the
province would bear about the same weight of tax
regardless of the city or town in which they live.
Furthermore, it is an anomaly that the grants are
paid to the rural commissions but not to the local
Improvement districts.
22. Besides failing to compensate for the
great variations in total assessed values of. taxable
real property per capita - which determines the
tax resources of the municipality - the existing
subsidy payment.s constitute a compelling inducement to towns to try to become cities and for local
improvement districts to try to become towns. At
the same time these payments do nothing to
smooth the way for annexations when these are
desirable and nothing to promote the joint provision of a common service by contiguous municipalities when this arrangement is most efficient.
23 : It is clear therefore that the new governmental structure which we propose requires that
there be also a complete revision of the province’s
grants to local authorities. The subsidy payments
now being paid bv the Department of Municipal
Affairs lower the” dollar amount of taxes of ihe
rich and poor communities in each m-mm bv a
like amount per capita. On this score some of
the grants to schoolAboards from the Department
of ESlucation are even worse: some of ihem are

larger for municipalities with big tax bases than
for”those with small ones. And & is obvious that
there would be no place for the various education
grants once the Public Schools {Commission has
taken over responsibility for providing primary
and secondary education throughout the province.
The present snow removal grants would also have
no place in the new arraniements; like the subsidy payments they should be replaced. Except
for a few stimulation grants for sewage plants,
winter works and similar proiects, all the grants
now paid to local authorities Gould be superseded
by thi new system of equalizing grants Which we
recommend below.
24. The appropriate disposition of the existing stimulation grants posed some difficulties. Any
community in New Brunswick organized inter
aZia for the purpose of providing sewage disposal
is entitled to financial aid from the provincial
government for those parts of its sewerage system
which are considered to be essential for the proper
collection and treatment of sewage. Annual ‘&ants
are made equal to one-half the fyrst year’s interest
on the oanital costs of such sewage-treatment
works. The grants are payable for p>riods up to
30 years. In addition, the provincial government
stands ready to guarantee the capital costs of
sewage svstems inyheir entiretv. The Commission
has been informed that no other province offers
such large stimulation grants to municipalities to
build or improve sewerage system (or employs
such a strange formula for calculating the grant).
The federal government also provides financial
inducements for sewerage systems. It will lend
the municipality 2/3 of the cost of an approved
sewage-treatment project at a moderate rate of
interest and will also cancel lh of its loan if the
work is completed by a specified date.
25. If this Commission’s recommendations
concerning central control and marketing for
municipal”debts outlined later in this chapter are
accepted. the provincial guarantee of municipal
bonds floated for specified”purposes will be unnecessarv. and it would be the ?ask of the central
authority to take advantage of all federal go vernment nrovisions for nrovidina funds at lower rates
than can be obtained in the market. It is also
assumed that the new corporation would also make
arrangements to take advantage of whatever federal conditional grants are avaIlable to municinalities, including those of the Central Mortgage and
Housing ICorporation for sewage disposal plants,
urban renewal and the like.
26 . The nroblem now before us is whether
there would be Bny place in the new arrangements
we are recommending for provincial stimulation
grants for municipal public works in general and
iewage treatment A slants in DarticularY It is the
obie&ve of our re;ommendaLtions that everv citv,
to&n and village should have sufficient financial
resources to provide an adequate standard of
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stimulation grants : winter works, urban redevelopment, and the like. There would be no reason
for interfering with these grants. In any event,
the provincial government has limited power to
do so.

public works without imposing unduly heavy
taxes. If this objective were achieved, much of
the reason for stimulation grants would disappear.
Sewage treatment plants, however, fall into a
special category. In the words of a communication addressed to the Commission:

VII.

“The pollution of water is something which
effects everybody. It has a bearing on public health, industrial development, tourism,
recreation, and fisheries. It is human nature
to be little concerned with the disposal of
one’s own wastes because these become a
problem for somebody else. Not so in the
matter of water supplies; this is something
which concerns the individual since it is
something which he personally wants and,
for that reason, is ready to pay for. Thus
we always seem to be able to find money for
water, television, liquor, education, and other
things we would like, but the disposal of
garbage and sewage in a civilized manner is
something which receives less than enthusiastic attention. The general attitude is:
‘Let IGeorge do it’.”

30. Licence fees should be restricted to their
proper purpose of facilitating the regulatory functions of cities and towns. The imposition of a
small fee is incidental to the control of the erection of buildings by building permits or to the
control of parking problems by meters; the dog
licence fee is incidental to the protection of the
public from attack or nuisance by dogs, and so
forth. It is considered by the 1Commission that the
right to impose a regulatory fee should not be
seized upon by municipalities as an opportunity to
extend their authorized sources of revenues. In
particular, licences to carry on a trade or business
should not be used as a means of taxing profits as by the imposition of a $500 fee for beverage
rooms, for example.
31. A greater abuse of the taxing powers
granted to municipalities is to further objectives
which are not in the general interest. It is not in
the general interest that the mobility of labour be
reduced by the medieval practice of considering
employment in a town, city or county as a right
to be enjoyed only by residents. Quite a number
of so-called “right-to-work” taxes, payable only
by a non-resident, are imposed by municipalities
in New Brunswick. This is a form of economic
“Balkanization” which serves the double purpose
of discouraging “outsiders” from seeking casual
work in the municipality land of shifting some of
the municipality’s taxes onto non-residents. It is
a primary objective of our recommendations that
local services be paid for by purely municipal
taxes. We do not believe that their cost should
be shifted onto those who live and pay taxes in
other communities.
32. Our tax recommendations would sweep
away the legal authority for municipalities to levy
this objectionable type of tax. It is recommended
that surveillance be maintained over the cities,
towns and villages to ensure that no new way be
found by them to impose these impediments to
efficiency.

27. In short, the provincial payments of
part of the interest cost of sewage treatment plants
are stimulation grants. The purpose of a stimulation grant is to correct the neglect of a function
by a junior government. Such grants, however,
suffer from severe limitations. First, the best
managed and financially sound cities and towns
are the first and sometimes the only ones to take
advantage of them. Second, these ‘tied’ grants
rarely ease and usually worsen the financial problems of municipalities which have a low fiscal
capacity. The major recommendations of this
Commission would correct this latter shortcoming.
The need for provincial pressure upon the localities to improve the standard of their sewage
disposal will doubtless remain.
VI.

Licences, Fees and Right to Work Taxes

Federal Grants and Ex Gratia Payments

28. It would be consistent with our conception of the structure and functions of municipalities and their revenues that a part of the federal
ex gratia payments in lieu of property taxes on
federal government properties situated in the
cities, towns, new villages and local service districts should be retained by these municipalities
and that a part should go to the support of the
public schools.
The respective shares would
depend upon the tax rate of the particular municipality. That is, the ex gratia payments should be
treated as though they were a payment of taxes.
The ex gratia payments of federal crown corporations should, of course, be similarly handled.
29. All other grants received by municipalities from agencies of the federal government are

VIII. Utility Deficits
33. It was recommended in Chapter 12 that
all services suitable for provision by a municipal
utility should be financed by specific charges made
for the cost of the service rendered to particular
individuals. It was also recommended that all
such services should be made to pay their way.
There should be no deliberate utility deficit and
any which accidentally occurred in one year
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a basis which was uniformly calculated for every
municipality. We therefore converted the actual
assessed values to the uniform basis of market
value and expressed all the rates in Table 14:3 as
a percentage of market value. The data for these
calculations were collected in the field survey of
the property taxes paid throughout the province,
which was described in Chapter 13.)
37. When considering Column 4 of Table
14:3, it should be remembered that these rates
refer to taxes on real property only. The rates
are therefore an accurate indication of the relative
weights of real property taxes in the various
municipalities, but not of the weight of all municipal taxes taken together. This is partly because
some municipalities imposed business taxes and
others did not and partly because poll taxes varied
from one municipality to another. But more
important, some towns apportion a percentage of
the tax warrant to personal property and strike
different rates for real and personal property. In
practice, this has resulted in a higher rate on personal than on real property - much higher in the
case of Bathurst which appears in Column 4 of
Table 14: 3 as the municipality with the lowest
rate on real property.
38. There are two reasons for the wide
variations shown in Table 14:3 for the estimated
1961 rates on market value (Column 4) and for
the rates required to cover 1961 local expenditures
if the tax base were greatly broadened and assessments made at market value, according to our
recommendations (Column 2). Most of the variation is caused by the even greater variation in
the value of taxable real property per capita. The
other part of the explanation is that per capita
expenditures vary from municipality to municipality. Again, comparisons of assessed value per
capita cannot be made unless the assessed values
are uniformly calculated for all the municipalities
being compared. All of our calculations are
made on the basis of assessment at full market
value. Column 5 of Table 14: 3 shows the market
value per capita of the enlarged municipal tax
base recommended in Chapter 13. These calculations include the assessments of schools, hospitals
and other property of the provincial government,
as well as the estimated full market value of
business properties which are now covered by tax
agreements and the base for the new business tax
payable by the occupants of commercial and industrial property. The range of assessment per capita
is from a low of $1,344 to a high of $9,683! The
simple average of the three lowest is $1,418 and
of the three highest, $8,418. We recommend that
provincial property be subject to municipal taxes
in order to avoid placing some municipalities
under a handicap. Other things being equal, to
pay for the same municipal services, a town in
which much exempt provincial property is located
must impose a higher tax rate than a town which

should be recovered in the following year. A
municipality, however, might wish to show a small
profit from some of its utilities operations, but on
no account should a utility be used as a major
source of revenue for general municipal purposes
- such funds are to be obtained from real property taxes and senior government grants - nor
should a utility be allowed to accumulate reserves
which are beyond the levels required for prudent
management on a service-at-cost basis.
IX. Summary of Non-Tax Revenues
34. The result of these changes in non-tax
revenues would be that the municipalities would
receive much larger ex gratia payments in lieu of
property taxes from the provincial government
and lower amounts of such grants from the federal
government. Other than these grants and the
equalizing grants which we propose in the next
section, the municipalities would receive only
modest amounts of non-tax revenue. The few
municipalities which are’ now receiving special
grants from provincial crown corporations should
have these grants discontinued and replaced by the
grants which we recommend.
35. For many cities and towns, all of these
non-tax revenues combined would have reduced
only moderately the shortfall, as shown in Table
14: 2, between the yield of a tax of lh per cent on
the new, enlarged real property tax base and the
expenditures on local services in 1961. The next
section of this chapter discusses the unequal fiscal
capacities of the various municipalities and develops our recommendations for providing adequate
total revenues commensurate with the responsibilities of each.
X.

The Need for Equalizing Grants

36. Table 14:3 shows the rates which would
have had to be applied to our recommended real
property tax base to cover 1961 local expenditures
and the resulting combined local and school rates,
if no financial contribution were paid by the
province to defray some part of the costs of
municipal services. It will be noticed that the
rates required to pay for local services (Column
2) are much higher for some municipalities than
for others. The lowest is 4Oc per $100 of assessed
value and the highest is $2.54. The combined
local and school rates therefore range from $1.90
to $4.04 (Column 3). For comparison, the rates
which were in fact imposed on assessedreal property in 1961 are shown in Column 4. These range
from $1.21 to $4.85. (These latter rates are not
the cents per $100 of actual assessed values in
1961, since the actual assessed values were various
percentages of the market value of real property.
To compare the weights of tax in various municipalities, it was necessary first to convert them to
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Table 14: 3
COMPARISON ‘OF ESTIMAmD RATE REQUIRED TO COVER NET LOCAL EXPENDITURES AND
THE ACTUAL RATE ON THE MARKET VALUE OF ASSESSED REAL PROPERTY, 1961 BASIS

Municipality
(1)

Estimated Tax
Combined
Rate Required on
Local
Enlarged Tax Base
Rate and ProTo Cover 1961
Net Expenditures posed School
on Local Services8 Rate of $1.50
(3)
(2)

Estimated
Actual 1961
Rate on
Market Value
of Assessed
Real Property
(4)

Estimated Market
Value of Proposed
Enlarged Municipal Tax Base,
1962 per capita
(5)

Estimated
1962 Market
Value of
Assessed Values
per capita
(6)

GROUP A
Saint John
Moncton
Fredericton

1.53
1.07
1.01

3.03
2.57
2.51

3.08
1.41
1.73

$3,932
5,389
6,667

$1,989
3,536
3,734

GROUP B
Lancaster
Edmundston
Campbellton
Chatham
Bathurst
Dalhousie
Newcastle

. 78
93
1’10
1’03
1’10
.
. 52
. 70

2.28
2.43
2.60
2.53
2.60
2.02
2.20

1.99
2.02
4.06
1.71
1.21
1.84
1.65

4,861
5,598
3,254
2,582
6,391
8,903
5,642

2,659
3,685
1,575
1,436
3,117
3,965
3,580

GROUP C
Dieppe
Woodstock
Grand Falls
Sussex
St. Stephen
Marysville
Sackville
Shediac
Milltown
St. Leonard
Shippegan
St. Andrews
St. George
Hartland
Rothesay

1.56
1.43
.90
92
1’36
.
.55
40
2.54
I.70
.
I.54
96
1’09
2’23
1’41
.
.84

3.06
2.93
2.40
2.42
2.86
2.05
1.90
4.04
3.20
3.04
2.46
2.59
3.73
2.91
2.34

2.77
2.20
2.10.
2.04
1.94
2.21
1.35
4.35
2.81
3.16
1.86
1.68
3.93
2.35
2.20

1,592
3,490
2,363
3,230
3,712
3,608
9,683
1,345
2,104
1,344
2,246
5,188
1,565
3,933
6,645

1,285
2,264
1,664
2,142
2,007
1,817
4,740
941
1,161
874
1,494
3,881
1,044
2,850
6,150

(a) After deducting non-tax revenue from licences, fees, grants in lieu of taxes etc., but before payment
of proposed unconditional grants.
Source: Commission Study
has very little exempt provincial property. It is
clear from Table 14: 3, however, that endeavours
along these lines to deal fairlv with one municipality as compared to another cannot eliminate
the very wide variations in per capita assessments.
If this is all that were done, the residents of some
municipalities would have to pay very high taxes
in comparison to the residents of other similar
municipalities, even though the level of services
were exactly the same.
39. It will be appreciated that the problems

of making calculations of assessed values on the
new enlarged base which we recommend were
formidable. Our calculations are doubtless subject
to error of estimation, but more accurate calculations can only be made after the revaluation of
the province is completed, hopefully in 1967, as
recommended in Chapter 13.
40. By way of comparison, and as an offset
to the errors of estimation which may be present
in our calculations of the enlarged tax bases, the
estimated actual assessed values per capita of 1962
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most taxable non-residential property was business
property. Another reason is that the per capita
value of residential property varies because per
capita incomes are higher in one municipality than
they are in another.
44. We are of the view that it is most
inequitable that the weight of tax on residences
should swing from one extreme to another according to the largely accidental occurrence of high
and low concentrations of business properties
within different cities and towns. More than this,
if nothing is done to compensate for the variations in per capita assessments, the harmful effects
often occasioned by a scramble to have business
make larger contributions to municipal costs
cannot be ended. The power of municipalities to
make business property owners pay for the costs
of the community’s local services is very unequal.
A depressed small town with little industry is
powerless. Some towns and cities try to raise their
ratios of business to residential properties by
changing their boundaries, while towns and cities
with high ratios of business to residential property
try to avoid having to share their good fortune with
others. These statements are based on observations of the behaviour of municipalities throughout North America. We do not find that New
Brunswick is an exception with respect to this
sort of inter-municipal competition although the
conflicts of interest have been less acute here than
in some other provinces.
45. It was said above that there were two
main reasons for the great range in equalized 1961
tax rates (that is, rates which have been uniformly
calculated on asssessments at market value) and
that the chief reason was the wide variation in
assessment per capita. The other reason we
mentioned was that expenditures per capita on
municipal services vary from one town or city to
another. It will be noted from Table 14:2 that,
with one exception, the highest per capita expenditures were made by the large cities. The cities
and towns fall into three groups according to
population size, labelled A, B and C in the table,
and the average per capita expenditure on local
services was higher in A than in B and higher in
B than in group C.
46. One of the intractable problems of municipal finance is that expenditures per capita on
local services vary according to the size of the
municipality. There are several other reasons for
the variation in per capita spending, but size is
a pervasive factor. A very minor explanation of
why small towns do not incur as high per capita
expenditures as do large cities is that it is not
feasible for certain facilities to be established there
- community concert halls are an example.
Second, the residents of small towns do not always
demand some services, such as libraries, which are
demanded by the residents of large cities or, more
important, as high a standard of such facilities as

are shown in Column 6 of Table 14:3. These
assessed values are on the uniform basis of full
market value, and once again the variation is very
wide. The lowest assessment is $874 per capita
_ and the highest $6,150. The simple average of
the three lowest is $953 and of the three highest,
$4,952. It appears that the enlargement of the
tax bases, which we recommend, would not have
much effect on the variation in per capita assessment, and the effect it would have would be to
increase it slightly.
41. Perhaps the easiest way to realize the
importance of the variation in per capital assessments is to calculate hypothetical weights of tax
from them. If taxes on real property had been
the only source of revenue of the municipalities in
1961, some would have had very low local rates
for municipal purposes and some very high. To
pay for $30 of expenditure per capita, for example,
the municipality with the smallest tax base per
capita in 1962 would have had to impose a rate
of $3.43 per $100 of assessment at market value
while the municipality with the largest tax base
could have raised the same amount with a rate
of 49 cents ! With the new, enlarged tax base,
the variations would be even wider.
42. The intention of our recommendation in
Chapter 13 that grants equivalent to full municipal taxes be paid on property held by the provincial government and provincial crown corporations
was that the residents of certain cities and towns
should not be penalized by the concentration of
exempt property within their boundaries. However the calculations of Table 14:3 show that
simply broadening the tax base as we have recommended would not decrease the very great variation in fiscal capacities among cities and towns.
In fact, it would increase it slightly. For reasons
which are explained in paragraph 80, these estimates are subject to a considerable margin of
error, but in any event, the equalizing grants
described in this chapter would make the payment
of municipal taxes on provincial property unnecessary. It is suggested, therefore, that the exemptions of certain classes of provincial property could
be retained as they now are, especially the public
schools and hospitals. Further, the payment of
provincial grants in lieu of taxes on private educational institutions might be confined to primary
and secondary schools since the inclusion of the
universities is a primary cause of the increased
variation in the assessed values per capita of our
calculations. Provincial crown corporations carrying on commercial activities should, however, be
subject to full property taxes so that they do not
continue to have an unfair competitive advantage
over private firms.
43. Why are assessments per capita so much
higher in some municipalities than in others? 1VIost
important, the value of non-residential property is
different and, for the actual 1962 assessments,
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roads. But by far the most important reason is
that the sm.aller centres either do not face manv
of the problems of large centres, or do not face ub
to them. Traffic congestion; the complexities of
town ulanning; criminal detection; storm sewers
- almost any’ of the tasks
ofw municipal
govern1
-a
.m
ment - are more complex and hence more costly
per capita in large municipalities. And sheer size
makesA it more Ylifficult for large cities to avoid
expenditures which are in the public interest. The
building of sanitary sewage disposal plants is an
example. To some extent also, the problems of a
province migrate to the cities. ‘Trankient workers,
the’ unemployed and the unemployables, tend to
congregate in large centres, where they create costs
additional to those absorbed bv uublic health and
social welfare programmes - “slLm clearance and
urban redevelopm<nt, for example.
47. The largest centres of population not
only bear a greater weight of unavoidable civic
expenditure; they also generate more of the combined provincial-municipal revenues per capita
than do the smallest communities because they
consume more taxable commodities and services.
There are several reasons for this. In general.
per capita m.onev income and hence per; capita
exuenditures are Jhigher in large centres than in
&all ones, highly Yindustrialized smaller towns
excepted. Second, in large cities the general -_
con_
surnption pattern runs to more taxed commodities
and iervices such as restaurant meals. The more
rural the district, the greater is the self-sufficiencv
of the family. Third,Yhe amusements and recreitions of the” citv-dweller are more likelv to be of
the taxed variety. In addition, the gasoline tax
urobablv warrants seuarate mention. The urban
resident generates a Igreat deal of revenue bv
driving Lck and for& on roads paid for by his
propertv taxes. The rural resident - including
reside& in the smallest towns - makes much
greater use of the urovinciallv-urovided secondarv
road system and of the acceYroads built by t&L
province to connect with its primary highway
grid.
48. For all these reasons, when reference is
made to a comuarable level of services in large
cities and small *towns, it is only common sense 70
mean levels of municiaal services which cost more
per caDita in the large> centres of nonulation than
ihev do in the smaller centres. It *is reasonable
and eauitable, therefore. when calculating urovincial grGmts to ‘be paid with the intention Zlhat each
mun’cipality is to be enabled to provide a comparable level of local services without having to
Lnpose a greater weight of property tax &an
other municmalities in similar circumstances. that
the comparable levels of service be calculated
separately for each group of municipalities, classified bv size. We have calculated the average uer
caDitad expenditures on local services during ihe
ye&s 1957 to 1961 inclusive for the municip&ties

in groups A, B and /C “of Table 14~2. These
expenditures were $61.14 for group A; $41.21 for
group B; a,nd $34.27 for group C. (See Table
14:5, Column 4).
49. In order to calculate the equalizing
grants, an appropriate “tax effort” must be calculated as well as a “standard expenditure.” Consistent with our approach to expenditures, we -have
calculated separately for each group of municipalities, A, B and C, the weight of tax which each
should be expected to impose to provide its residents with an average level of local services. The
selected weights are higher for the large centres
than for the small ones. For A, on our calculations,
the rate in 1961 would have been 55c, for B 36.8~
and for C, 33.9c per $100 of assessments at market
value. (See Table 14: 5, Column 9.) We consider
that these tax efforts bear a reasonable relation to
one another. The substantially higher rates
assigned to the largest cities is an appropriate
reflection of the greater facilities provided to the
residents of large cities.
50. Wae recommend that equalizing, unconditional grants be paid to each city and town and
to the new villages and local service districts. The
method of calcuiation is described in detail in the
section immediately following.
51. Before going into the detail,- we shall
present a somewhat different way of approaching
the problem and describe the process of reasoning
by which we arrived at our recommendations. It
is hoped that these two slightly different ways of
discussing the same matters will help to <make
our proposals clearer.
XI. Proposals for Unconditional Grants
52. We have provided earlier for full equalization with respect to the general services education, welfare, hospital care, justice and civil
defence - by recommending that the provincial
government assume complete responsibility for
providing them at a uniform standard throughout
the province and that a uniform education tax of
11/2 per cent on market value be levied on the new
property tax base (including business tax assessments) throughout the province. The problem
remained of what to do about the local services
which are to remain the responsibilities of the
cities, towns and the new villages and about those
which the province would be administering in the
new local service districts. We wished if possible
to implement the principle of fiscal equity, referred
to in Chapter 7, with respect to local as well as
to general services, so that it would be possible
to provide both types of services at good standards
at about the same tax burdens throughout the
province; that is, so that a citizen living in a given
type of locality would receive about the same fiscal
treatment as if he lived in a similar type of locality
anywhere else in the province.
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ization of the burdens of taxation among the
municipalities without on the one hand encouraging extravagance or inefficiency, or on the other
hand penalizing thrift or good management. In
addition, we were determined at all costs to avoid
the disastrous shortcomings of the present subsidy
payments to municipalities, which we have
described in Chapter 6. These shortcomings are,
in general, that there is no rational basis for them;
and in particular that they are not related to need
in any systematic way; they do not take into
account the differences in fiscal capacity of the
municipalities; they provide no incentive to
efficiency and place no curbs on extravagance, and
they provide a most undesirable inducement to
unorganized communities or villages to press for
town status and for towns to press for city status
and for municipalities to try to annex adjacent
areas simply to obtain the required population for
higher grants, rather than annexation and amalgamation being considered solely on their true
merits. The decisive proof of the unfairness of
continuing the existing basis of payment is found
in the very wide range in the present weights of
taxes among municipalities, as mentioned above.
Accordingly, we have recommended that all
existing grants be discontinued, except for desirable stimulation grants such as those for sewage
disposal plants.

53. We also wished to assure that the urban
units had ample financial resources over-all to
provide their important local services, without
having to impose unduly high porperty taxes.
In fact we wished if possible to reduce the burden
of property taxes on the average, knowing that
even if the average weight of taxes were reduced,
it was likely nevertheless that taxes would on the
average be higher in some municipalities. Taxes
would also be higher for some individuals within
each municipality. The reasons for this seemingly
paradoxical result should be clear. Our recommendations have two objectives: first, to lower
the average weight of taxes on real property,
taking all cities and towns together; and second,
to make the weight of tax about the same in all
of them. The only way in which these objectives
could be achieved, without the tax rate on
equalized assessments rising in any city or town,
would be for all the rates to be made equal to the
lowest rate prevailing before the change. In 1961
the lowest rate was $1.21 per $100 and two others
were below $1.50. (See Table 14: 3, Column 4.)
Since the rate of province-wide education tax is
to be $1.50, it would not be possible for the equalized rates in these three municipalities to be as
low under our system as they were in 1961. (But
it should be remembered that the high personal
property taxes and the poll taxes paid in these
towns in 1961 would be eliminated.) The
equalized rates in some towns and cities must
increase if equitable taxation throught the province is to be achieved.
54. Similar effects are observed when uniform taxation is introduced in a particular town
or city. At present, some individuals pay much
less tax than they would if their property were
assessed at the percentage of market value which
is the average assessment ratio for their municipality. To put it another way and perhaps more
bluntly, they are paying much less tax than they
would if the existing tax laws were properly
followed and assessments were accurately calculated. It is unavoidable - but not the least undesirable - that when assessments are uniformly
calculated and equal to market value, the taxes
of such individuals will increase, and that there
will be a corresponding reduction in the taxes of
all those who are now paying more than their
fair share.
55. It is human nature to protest when any
change is made which increases one’s taxes. We
are confident, however, that most individuals
whose taxes were increased for either of the two
reasons just mentioned would take a proper view
of the matter. They have been paying less than
they should toward the costs of municipal and
provincial services and it would be selfish of them
to protest when asked to start making an equitable contribution.
56. We also wished to accomplish the equal-

XII.

Requireme_nts to be Met by the New Grant
Formu&

57. What is required is a system of unconditional grants which has the following characteristics:
(1) It must provide a substantial amount
of revenue for all municipalities, so that with
reasonable local property tax levies and
efficient administration they could provide
good standards of local services.
(2) It must provide a sufficient degree of
equalization so that all municipalities could
provide a good uniform standard of local
services with a similar tax burden.
(3) The total grants received by the municipalities must be sufficient to enable them,
on the average and with prudent but not
parsimonious administration, to keep their
levy on property at a reasonably low rate.
(4) Municipalities with good administration should be rewarded by a lower local tax
rate and municipalities with poor adrninistration penalized’ by a higher local tax rate
than would otherwise prevail.
(5) There must be ample flexibility so that
municipalities could provide as high levels
of local services as they wished providing
they were prepared to pay for them with
higher ‘tax rates.
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(6) There must be no incentive in the
grants structure for a locality to change its
status, that is, for an unorganized community
to become a town or a town to become a city.
58. It happened that a formula for unconditional grants that meets these requirements had
already been developed by Professor John F.
Graham in his recent book: FiscaZ Adjustment
and Economic Development: A Case Study of
Nova Scotia (University of Toronto Press, 1963).
After considering it carefully, we decided that it
is well suited to New Brunswick. Our recommended system of unconditional grants, illustrated
on a 1961 basis in Table 14:5, is therefore based
upon it. The proposed grants have a flat-rate and
an equalization element.
59. It should be emphasized that we are
proposing unconditional as opposed to conditional
grants. Conditional grants would, by definition,
be restrictive in some way. They would either
require matching in some proportion by the recipient municipality or would be designated for particular services, perhaps in some specific way.
Such restrictions may be appropriate when a
grant is made for a general service, for then the
benefit extends beyond the municipality to the
whole province and it is therefore in order for
the provincial government to prescribe how such
a grant is to be spent. But restrictions are quite
inappropriatte when the grant is made for local
services, which are almost entirely the concern of
a particular municipality and its residents. Hence,
grants made for local services should be unconditional. One exception is stimulation grants for
particular services, such as sewerage facilities, but
here there is really a strong element of general
benefit in the prevention of pollution and also a
desire to support a specific service rather than the
whole range of local services.
60. Our grant calculations include only the
cities and towns but we explain how the grants
would be calculated for the villages and local
service districts. Oromocto is excluded for the
reasons given in Chapter 12. It will be recalled
that we recommend that the federal government
assume complete responsibility for Oromocto
because of its unique circurnstanceS. Caraquet
would normally be included in Group C, comprising the medium sized and smaller towns. It
is not included in Table 14:$ which illustrates the
calculations and effect of the grants if they had
been in effect in 1961, because the necessary data
were not available. Port Elgin is excluded because
it would become one of the new villages if our
recommendation concerning it is implemented.
The new villages would come under the unconditional grants scheme, the flate-rate and equalization grants depending on the range of services and
the degree of each service provided. We were not
able to calculate the grants for the new villages.

Their number and identity will have to be determined by the Municipal Affairs Commission and
the necessary data relating to population, tax base,
and actual expenditures will have to be assembled.
The new villages can be considered Group D in
our grouping.
61. The provincial sharing of costs will likewise have to be worked out for the new local
service districts. They present a somewhat
different problem since the Municipal Affairs
Commission would be providing their local services
and levying the taxes to raise the local share of
the cost. For these districts, in conformity with
the formula developed below for cities and towns,
it is proposed that the Municipal Affairs Commission (a) establish Standard expenditures for each
kind of service provided, (b) absorb 40 per cent
of the standard expenditure for the services provided in lieu of a flat-rate grant, (c) strike a uniform rate’ for each service, to be applied to the
local service districts receiving that service to
determine each district’s own share of the balance
of the standard expenditure, (d) absorb the
provincial share of the balance of the standard
,expenditure as the equalization component in lieu
of an equalization grant, and (e) levy the district’s
share, that is, the balance of the cost, on the ratepayers. The provincial share should in no case
exceed 70 per cent of the actual cost. The choice
of this limit is explained in paragraph 77 below.
As an alternative, and failing the availability of
the necessary data, the provincial government
through the Municipal Affairs Commission could
pav omv a flat 40 p& cent of the cost, since each
lService,ywhere it was provided, would be uniformly
administered by the Commission; since the services
would be of a more limited nature than in larger
urban areas; and since, in general, there would
likely be less variation in fiscal capacities (tax
bases at market value per capita) in these small
communities than in the large urban ones.
XIII. Simpiified Illustration and Explanation of
the Formula
62. A simplified illustration of the formula
is &ven in Table 14:4. It is hoped that it will
serve to make the principles clear and to aid the
reader to follow the subseauent discussion of the
full calculations in Table i4: 5.
63. Table 14: 4 is self-explanatory if one
follows it through column by column. It has been
assumed, to simplify the illustration somewhat,
that the three municipalities, A, B and C, all have
the same population of 1,000. The application of

2 This rate should be based upon an average of
.
the, say, ten lowest ratios of standard expenillture to property tax base at market value.

Table 14:4
HYPOTHETICAL ILLUSTRATION OF CALCULATION OF UNCONDITIONAL GRANTS
Standard
Expenditure:
Population x
Standard
Expenditure
per capita
(2) x $lOa

s

Municipality
s (1)
A
B
C

Population
(2)
1,000
1,000
~1,000

Actual
Expenditure
on Local
Services
.
(3)
$12,000
10,000
8,000

Totals,’
where relevant

Expenditure
per capita
on Local
Services .
(3) + (2)
(4)
$12,
10 ,
8

(5)
$10,000
10,000
10,000 .

30,000

Flat Rate
Grant of
40% of
Property
Tax Base Standard
at Market Expenditure
Value
.40 x (5)

Balance of
Standard
Expenditure
(5) - (7)

(6)
(7)
$1,250,000 $ 4 , 0 0 0
1 ,ooo,ooo
4,000
750,000
_ 4,000

(8)
$6,000
6,000
6,000

12,000

18,000

30,000

(c) b Standard Expenditure per capita:
average of actual expenditure of the three municipalities:
= 8 + IO + 12
3

- $10

The standard expenditure in this example is based upon the actual expenditure in the year for
which the calculations are being made. In practice, the standard expenditure would be based on
the preceding year’s expenditure or on the average expenditure of two or more of the preceding
years. In the calculation for 1961 in Table 14: 5, five years were used.
T a b l e 14:4 .
HYPOTHETICAL ILLUSTRATION OF CALCULATION OF UNCONDITIONAL GRANTS
(concluded)

Municipality

Ratio of
Balance of
Standard
Expenditure
to Assessment
at Market Value
(8) + (6)

(1)
A
B
C

(9)
.0048
.0060
.0080

Totals,
where relevant

Municipal
Share of
Balance of
Standard
Expenditure
Rb x (6)

(10)

$ 6,000
4,800
3,600
14,400

Total
Provincial
Provincial
Share of
Balance Grant
Net
(Flat Rate +’ Municipal
(Equalizing
Equalization)
WarrantC
Grant)
(8) - (W (7) + (11) (3) - (12)

$

(11)
0

(12)

1,200
2,400

$4,000
5,200
6,400

3,600

15,600

(13)

$8,000
4,800
1,600

(b> R = .0048 ( = 0.48x, or $0.48 per $100 of property tax base at market value).
the three ratios in Column 9.

Actuald Tax
Rate for Local
Shervices on
Tax Base at
Market Value
(13) + (16)

(14)

.0064
.0048
.00213

R is the lowest of

(“)

The net municipal warrant is assumed, to simplify the example, to be equal to actual total expenditure less the total provincial grant. In practice, non-tax revenue would also be deducted.

(d)

If the three municipalities all made the standard expenditure for local services, $10,000, the three
values in Column 13 would be $6,000, $4,800 and $3,600, and the tax rates on market value would
be identical, at .0048. Note that the actual tax rate for local services imposed in the municipality
will be equal to its net warrant (Column 13) divided by its actual total assessment. For
example if Municipality B’s actual assessment was at 60 per cent of market value, it would
be $600,000. Its actual tax rate would then be $4,800 -I- $600,000 = .0080 or $0.80 per $100.
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*

cities, about 20,000 and over in population; Group
B comprises the smaller cities and the larger
towns; land Group C comprises the rest of the
towns. The new villages would form another
group and the local service districts still another.
67. Metropolitan areas will generally comprise a number of different kinds of unit - city,
town, village, and local service district - each of
which would be in a different grouping for the
calculation of unconditional grants. The cost of
the services provided by the metrox>olitan administration to a particular unit would be a charge
on that unit and would be paid for partly by a
levy on the unit’s property tax base and partly by
unconditional grants. The unconditional kants
to each unit would depend upon the grouping into
which it fell and, in the case of a local service
district, on the number of services it received. The
calculation of the unconditional grants to each
unit would not, therefore, be affected bv the fact
that some of the services were provided by a
metropolitan administration.
68. After the standard expenditure has been
calculated for each group of municipalities (Column 5), the next step is to determine the municipal and provincial shares of the standard exnenditure in such a way that every municipality in
each group can raise its share by imposini the
same tax rate on the market value of tixable
property. Remember that this share refers to
the standard expenditure - not to the actual
expenditure.
69. Before calculating the equalizing grants,
however, a check was made to &sure that the
average level of taxes for local services would be
in keeping with our recommendations discussed
earlier in this chapter. We recommended then
that the rates imposed for local services should not
be much more than 5Oc per $100 of assessments
at mjarket value so that the combined local and
school rates would not greatly exceed $2 00 per
$100. To make this possible, a “flat rate” grant
of an appropriate amount of the standard expenditure must be paid bv the province. The contributions to school costs by certain cities and towns are
raised by our recommendations with the result
that the room left for rates for local purposes is
If flat-rate grants are not paid, the
reduced.
average level of property taxes would be well
above what it now is and this would not meet our
criteria for an equitable distribution of taxes and
for the most appropriate weights of the various
provincial land municipal taxes in relation to one
another.
70. We accordingly recommend that t~he
unconditional grants consist of two elements: (1)
a flat-rate grant to aZZ municipalities equal to 40
per cent of their standard expenditure and (2) an
equalization grant equal to the amount necessary
to enable all municipalities in each group to provide for the balance of the standard expenditure

the principle of fiscal equity is in no way altered
by this simplification. It is also assumed that the
province makes a flat-rate grant of 40 per cent of
each municipality’s standard expenditure in
accordance with our recommendation.
64. In this example, all these municipalities, with the aid of their unconditional grants,
could make the standard expenditure for local
services with the same tax burden of 48 cents
per $100 of taxable property assessed at market
value. (See footnote (d) referring to Column 14.)
If a municipality, like A, spends more than its
standard expenditure for local services, either
because it is. less efficient or because it is providing
a higher level of services than the average, then
the additional amount must be obtained entirely
by raising its tax rate. On the other hand, if a
Gmtiicipality, like C, spends a smaller amount for
local services than its standard expenditure, either
because it is providing a lower level of services or
is more efficient, then ,its tax burden will be lower
as a result. In other words, municipalities are
free to provide whatever level of services they
wish, but, as their grant is based entirely on their
standard expenditure, efficiency will always be
rewarded and inefficiency will always be
penalized.
XIV.

Outline of The Calculations on a 1961 Basis

65. Our calculations for 1961 are set out in
Table 14: 5. The object of the plan is to enable each
municipality in each FJroup, regardless of its fiscal
capacity, to provide a standard level of services at
a uniforni tax burden. The first problem is to
determine the standard level of services, or what
We shall call the “standard ekpenditure”, upon
%vhi?h the system of grants is to be based. It
wotiJd ‘be possible for the province to prescribe a
“foundation programtie” for local services in
order to Cal&late the standard expenditure, just
as most provinces now prescribe a foundation
programme for education. But by their nature,
local services primarily concern the people resident in a particular municipality. The best solution is to let the standard expenditure per capita
be equal to the average per capita amount actually
spent on local services by each type of municipality. Calculated in this way, the standard
expenditure is determined by what the municipalities themselves on the average deem to be a
desirable amount of expenditure for local services.
66. The municipalities have been divided
into different groups, according to size and character, in calculating the grants because the range of
services and the cost of providing them varies with
the size of the municipality. Each group, then,
has its own standard expenditure, and the equalization formula is applied to each group separately.
We found that the municipalities fall neatly into
three groups: Group A consists of the three large
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provincial equalization grant (Column 7 less
Column 10 equals Column 11). Each municipality’s total grant is the sum of its flat-rate and
equalization grants (Column 6 plus Column 11
equals IColumn 13). Some municipalities would
receive no equalization grant but all would receive
at least the flat-rate grant.
75. The actual tax rate on the actual assessment of each city and town is found by deducting
from the actual expenditures for looal services its
total grant and other non-tax revenues. That is,
the council deducts from its total expenditures
budgeted for the year such revenue as that from
licences, fees and utility profits, and the provincial
flat-rate and equalizing grants. However, the
grants in lieu of taxes from federal and provincial governments and payments by the province
for revenue lost by the exemption of private
educational institutions are not deducted, for
although they are technically non-tax revenue,
they are in the nature of property taxes from the
municipalities’ point of view and the property for
which they are paid is accordingly included in
our new municipal tax base (Column 8). The
resultant sum is the amount to be raised by taxation (Column 14) and the local tax rate (IColumn
15) is struck by dividing this amount by the total
value of taxable real property, including provincial property. Altogether, the province makes
four types of payments to municipalities: payments equal to reyenue lost by exempting private
educational institutions, grants in lieu of taxes on
provincial property, flat-rate grants and equalizing grants.
76. The revenue lost through the exemption
of private educational institutions under the new
municipalities act would be calculated just as
though the province were liable for the payment
of taxes on this property. The assessed value of
the property would be included in fthe total of
taxable property when the rate was struck. The
province’s grant would be equal to the tax rate
times the assessed value of the exempt properties.
77. We found it necessary to modify the
application of the formula in some instances
where otherwise the provincial flat-rate plus equalizing grant would have been almost equal to or,
in a few cases, even exceeded the municipality’s
actual expenditures in 1961 less its other non-tax
revenue from fees, federal grants, etc. Our modification is to stipulate that the total flat-rate plus
equalizing grant should not exceed 70 per cent
of the municipality’s expenditures less all other
non-tax revenue. We felt that it was reasonable
to expect municipalities to raise at least 30 per
cent of their revenue requirements, after deducting non-tax revenue, and that this could be done
without seriously impairing the equalization principle. The effect of this adjustment where it has
been applied has been to reduce the equalization
portion of the grant and to increase the net munic-

(60 ner cent) with a uniform tax burden. The
I&pose of the flat-rate grant is to give substantial
assistance to aZZ municipalities. The figure of 40
per cent was chosen because flat-rate grants of this
magnitude combined with the recommended equalization grants would bring the combined local-and
school rates down to about $2.00 per $100, on the
average.
71. The next steus then are to calculate the
flat-rate grant for each municipality and deduct
it from the stan.dard exuenditure of each (Columns
6 and 7). These calculations result in a balance
of standard expenditure which each municipality
is expected td raise with the assistance o f the
equalizing grants (IColumn 7) . The next step is
to deter&in> the ebualization’ grants necessary to
enable all municipalities in each group to provide
for the balance of the standard expenditure with
a uniform tax burden. We must therefore calculate a uniform tax burden (Columns 8 and 9).
The uniform rate for Group A which we have
chosen is the lowest rate ne&sarv to cover all of
the balance of the standard expenditure in any of
the municipalities. Fredericton could cover its
standard expenditures with the flat-rate grant and
a rate of 55c per $100 of assessment. Moncton
would require a rate of 68c and Saint John 93c.
The Fredericton rate is selected as the tax weight
to be imposed by all three to pay for their standard
expenditure (not their actual expenditures). The
rate so selected for each group is called the “standard rate”. We have designated this rate as “R”.
It is the uniform effort to be made by all municipalities in each-_ group towards financing their
standard expenditure.
72. For some groups it mav be- desirable to
use the average of sekeral of the lowest rates. The
use of such an average has the virtue of eliminating undue influence-of a single municipality in
determining R, without seriously impairing the
implementation of the fiscal equiiy principles that
is, without seriously impairing the equalization.
In our calculations for 1961, we have used the
average of the three lowest ratios for Groups
A. B
and Cu.
73. The lowest rate required, after receipt
of the flat-rate grant, to cover the balance of the
standard expenditure of Group B was 27.8~. The
reason the rate is so low is that one of the towns
in the group has an extremely high assessed value
per capita. To allow that town to set the standard
rate would reduce the average property tax rates
more than is consistent with our criteria adopted
for the appropriate distribution of total revenues
to be raised from the various forms of taxation.
74. Having selected the appropriate rate for
each group, the rate is then applied to each municipality’s total assessment to determine its share of
the standard expenditure (Column 10). The
resulting amount is then deducted from the balance of its standard exepnditure to determine its
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Table 14: 5
CALCULATION AND EFFECT OF THE RECOMMENDED UNCONDITIONAL GRANTS
IF THEY HAD BEEN IIN FORCE IN 1961*

Municipality
(1)

Population
1961
Census
(2)

Expenditure
on Local
Services
(average
1957-61)
(3)

Expenditure
on Local
Services
per capitaa
(4)

GIROUP A
Saint John
Moncton
Fredericton

55,153
43,840
19,683

$ 3.447,200
2,298,200
1,206,600

$64.06
55.83
63.53

Standard
Expenditure
(mean per capita
Expenditure x
1961 Population)
(5)

Flat Rate
Part of Grant =
40% of
Standard
Expenditure
(6)

$ 3,372,054

2,680,378
1,203,419

$1,348,822
1,072,151
481,368

7,255,851

2,902,341

Mean = 61.14
Sub totals
GROUP B
Lancaster
Edmundston
Campbellton
Chatham
Bathurst
Dalhousie
Newcastle

6,952,OOO
13,848
12,791
9,873
7,109
5,494
5,856
5,236

482,000
664,100
514,900
129,400
300,000
235,900
219,500

36.76
53.58
37.52
19.25
55.38
41.67
44.32

228,270
210,847
162,746
117,185
90,563
969530
86,310

570,676
527,117
406,866
292,962
226,408
241,326
215,776

Mean = 41.21
Sub totals
GROUP C
Dieppe
Woodstock
Grand Falls
Sussex
St. Stephen
Marysville
Sackville
Shediac
Milltown
St. Leonard
Shippegan
St. Andrews
St. George
Hartland
Rothesay

4,032
4,305
3,983
3,457
3,380
3,233
3,038
2,159
1,892
1,666
1,631
1,531
1,133
1,025
782

992,451

2,481,131

2,545,800
100,700
204-200
129,800
97,600
138,400
80,300
123,000
82,100
68,000
33,700
21,600
79,100
39,400
30,900
37,000

25.48
47.41
33.90
28.55
40.29
27.83
41.78
37.94
35.12
20.73
14.42
51.54
32.09
30.17
46.73

55,271
59,013
54,599
47,388
46,333
44,318
41,645
29,596
25,936
22,838
22,358
20,987
15,531
14,051
10,720

138,177
147,532
136,497
118,471
115,833
110,795
104,112
73,989
64,839
57,094
55,894
52,467
38,828
35,127
26,799

Mean = 34.27
Sub totals

1,265,800

1,276,454

510;584
P

GRAND TOTALS

10,763,600

11 ,013,43,6

4,405,376

a > Found by dividing Column 3 by the mean of the populations from the 1956 and 1961 censuses.
These mean populations are not shown in this table.
* See paragraph 82 for a column by column explanation of this table.
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Table 14: 5
CALCULATION AND EFFECT OF THE RECOMMENDED UNCONDITIONAL GRANTS
IF THEY HAD BEEN IN FORCE IN’ 1961 (continued)

Municipality

Balance of
Standard
Expenditure
(5) - (6)

(1)

(7)

Ratio of Balance
1962
Municipal
Municipal
of >Standard
Expenditure
Municipal
Tax Base
Expenditure
Share of
Provincial
on Local
at Market to Tax Base at
Standard
Equalization Services, 1961
Market Value Expenditure G r a n t
less nonValue
tax revenue
Iix(8)
(7) + (8)
(7) - (10)
(12
(9)
WV
(11)
(8)

GROUP A
Saint John
Moncton
Fredericton
Sub totals

$2,023,232
1,608,227
722,051
4,353,510

$216,851,331
236,252,971
131,216,903
,

GROUP B
Lancaster
Edmundston
Campbellton
Chatham
Bathurst
Dalhousie
Newcastle
Sub totals

342,406
316,270
244,120175,777
135,845
144,796
129,466
1,488,680

67,319,406
71,606,090
32,125,752
18,355,991
35,112,406
52,133,135
29,539,993

.005086
.004416
.007599
.009576
.003869
.002777
.004383

82,906
88,519
81,898
71,083
69,500
66,477
62,467
44,393
38,903
34,256
33,536
31,480
23,297
21,076
16,079
765,870

6,420,374
15,025,019
9,409,921
l&165,329
12,547,778
11,664,270
29,417,616
2,903.992
3,980,343
2,238,972
3,663,926
7,942,669
1,773,515
4,031,713
5,196,238

.012913
.005891
.009410
.006366
.005539
.005699
.002123
.015269
.009774
.015300
.009153
.003963
.013161
.005228
.003094

GROUP C
Dieppe
Woodstock
Grand Falls
Sussex
St. Stephen
Marysville
Sackville
Shediac
Milltown
St. Leonard
Shippegan
St. Andrews
St. George
Hartland
Rothesay
Sub totals
GRAND
TOTALS

6,608,060

.009330.
.006807
.005503

.$1,193,333
1,300,100
722,051

$ 829,899

308,127
0
1,138,026

R a =.005503

$ 3,322,922

2,525,711
1,326,227
7,174,860

522,554
94,940
53,046
666,572
352,654
126,026
188,349
13,667
6,772
384,557
0
268,773
205-475
20,877
2,588,934
315,328
.011029
Rb = .002777 + .003869 + .004383
= .003676
3
247,466
263,224
118,094
67,477
129,073
144,796
108,589

21,784
50,980
31,928
37,884
42,575
39,577
62,467
9,853
13,505
7,597
12,432
26,949
6,018
13,680
16,079

Rc =.002123 + .003094 + .3963
3

280.1

15,016
37,539
4,553
33,199
26,925
1,370
.
0
.
34,540
25,398
. ( 1,314
1,958
4,531
17,279
7,396
0
201,018

.

100,410
214,342
84,546.
io3.275
170.922
.
. . 64.286
116,42-ti
73,636 .
67,727..
34,503
34,995
86,445
39,472
56,715
-43,604
1,291,498

1,654,372
11,055,292
.010180
- - = .003393
3

Table 14: 5
CALCULATION AND EFFECT OF THE RECOMMENDED UNCONDITIONAL GRANTS
IF THEY HAD BEEN IN FORCE IN 1961 (continued)
Tax Rate for
Municipal
local services
Warrant
After Deducting on 1962 Municipal Tax Base
Provincial
at Market Value
Grant
(1% + (8)
w - (13)
(15)
WV

Municipality
0

Total
Provincial
Grant
(6) + (11)
(13)

GROUP A
Saint John
Moncton
Fredericton

$2,178,721
1,380,278
481,368

$1,144,201
1,145,433
844,859

4,040,367

3,134,493

Sub totals
GROUP B
Lancaster
Edmundston
Campbellton
Chatham
Bathurst
Dalhousie
Newcastle
Sub totals
GROUP C
Dieppe
Woodstock
Grand Falls
Sussex
St. Stephen
Marysville
Sackville
Shediac
Milltown
St. Leonard
Shippe an
St. An2rews
St. George
Hartland
Rothesay
Sub totals
GRAND
TOTALS

323,210
263,893
288,772
131,844
97,335
96,530
107,187
1,308,771

199,334 *
402,679
63,882
56,505
28 7,222
172,243
98,288
1,280,153

70,28 7
96,552
59,182
80,587
73,258
45,688
41,645
64,136
51,334
24,152
24,496
25,518
32,810
21,447
10,720

30,123
117,790
25,364
22,688
97,664
18,598
74,775
9,500
16,383
10,351
10,499
60,927
6,662
35,268
32,884

721,812

569,476

6,070,950

4,984,122

Total Tax Rate
on Tax Base at
Market Value
(include 1% %
Education Tax)
15 + .01500
(16)

Tax Rate for
Local Services on
1962 Municipal
Tax Base at
Market Value
without grants
w + (8)
m

.0052716
.004848
.006439
Mean = .005521

.020276
.019848
.021439
Mean = .020521

.015323
.010691
.010107
Mean = .012040

.002961
.005623
.001988
.003078
.008180
.003304
.003327
Mean = .004066

.017961
.020623
.016988
.018078
.023180
.018304
.018327
Mean = .019066

.607762
.009308
.010977
.010261
.oi 0952
.005155
.006956
Mean = .008767

.004692
.007840
.002695
.002032
.007783
.001594
.002542
.003271
.004116
.004623
.002866
.007671
.003756
.008748
.006328
Mean = .004704

.019692
.022840
.017695
.017032
.022783
.016594
.017542
.018271
.019116
.019623
.Oi 7866
.022671
.018756
.023748
.021328
Mean = .019704

.015639
.014265
.008984
.009249
.013621
.005511
.003957
.025356
.017015
.015410
.009551
.010909
.022256
.014067
.008391
Mean = .012945
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CALCULATION AND EFFECT OF THE RBCOMtMENDED UNCONDITIONAL GRANTS
IF THEY HAD BEEN IN FORCE IN 1961 (concluded)
Total Tax Rate
on Tax Base at
Market Value
with 11/2 y0 Education Tax,
Munici ality without grants
VT
U

(18)

GROUP A
Saint John
Moncton
Fredericton
Mean =

1962
Municipal Tax
Base at M.V.
per capita
(8) + (2)
(19)

1962
Municipal Tax
Base at M.V.
per capita
as y0 of Mean
for each group
U

Estimated
actual 1961
Rate on
Market Value
of Real
Property %

(20)

Combined Local
and Education
Rate on Market
Value (col. 16)
as percentage
0
/0
(22)

.030323
.025691
.025107
.020740

$3,932
5,389
6,667
Mean = 5,329.33

73.8
101.2
125.1
100.0

3.08
1.41
1.73
Mean = 2.07

2.03
1.98
2.14
2.05

GROUP B
Lancaster
.022762
Edmundston
.024308
Campbellton
.025977
Chatham
.025261
Bathurst
.025952
Dalhousie
.020155
Newcastle
.021956
Mean -- .023767

4,861
5,598
3,254
2,582
6,391
8,903
5,642
Mean = 5,318.71

91.4
105.2
61.2
48.5
120.2
167.4
106.1
100.0

1.99
2.02
4.06
1.71
1.21
1.84
1.65
Mean = 2.07

1.80
2.06
1.70
1.81
2.32
1.83
1.83
1.91

GROUP C
Dieppe
Woodstock
Grand Falls
Sussex
St. Stephen
Marysville
Sackville
Shediac
Milltown
St. Leonard
Shippe an
St. An8rews
St. George
Hartland
Rothesay
Mean =

1,592
3,490
2,363
3,230
3,712
3,608
9,683
1,345
2,lW
1,344
2,246
5,188
1,565
3,933
6,645
Mean = 3,469.86

2.77
45.9
2.20
100.6
2.10
68.1
2.04
93.1
1.94
107.0
2.21
104.0
1.35
279.1
4.85
- 38.8
2.81
60.6
38.7
3.16
64.7
1.86
149.5
1.68
45.1
3.93
2.35
113.3
2.20
191.5
Mean = 2.50
100.00
Unweighted Mean = 2.33

1.97
2.28
1.77
1.70
2.28
1.66
1.75
1.83
1.91
1.96
1.79
2.27
1.88.
2.37
2.13
1.97
1.96

.030639
.029265
.023984
.024249
.028621
.020511
.018957
.040356
.032015
.030410
.024551
.025909
.037256
.029067
.023391
.027945

ipal warrant accordingly.
This modification
applied to Chatham in Group B, and to Dieppe,
Grand Falls, Marysville, St. Leonard and Shippegan in Group ‘C.
78. In each group, those municipalities with
a ratio of standard expenditure equal to or less
than R, the uniform effort, would have received
no equalization grant, since they could have raised
at least the whole of the balance of their standard
expenditure at R, the uniform rate. This applies
to Fredericton in Group A, Dalhousie in Group B,
and Sackville and Rothesay in Group C. They
would all, of course, have received the 40 per cent
flat-rate grant.

79. If this plan of unconditional grants
were introduced, all of the six requirements listed
earlier in this section, in paragraph 57, would be
met. If a municipality incurred costs above the
standard expenditure, the burden would fall
wholly on the local ratepayers, whether this was
due to inefficiency or to the municipality choosing
to provide a higher level of services than could be
provided by the standard expenditure; for the
grants programme would be geared to standard,
not to actual, expenditure. On the other hand,
a particularly efficient municipality would be
rewarded by receiving grants based on the standard expenditure even though it provided a corres-

ponding level of services at lower cost. We recognize that even the most efficiently administered
municipality may legitimately incur higher costs
than other municipalities for a given service because of peculiar local circumstances, such as a
greater than average fire hazard, a greater annual
snowfall than in other municipalities, and so forth.
We do not consider that it would be feasible to trv
to include a consideration of these causes of different costs in the calculation of the equalization
grants.
80. It must be remembered that the calculations in Table 14:5 have been made on the basis
of our estimates of the recommended property tax
base at 1962 market values. These estimates were
carefully prepared, and represent the best approximations which our staff could make on the basis
of data collected during hundreds of contacts with
municipal offices, provincial government departments and other sources of information and in the
short time which was available. We have said
repeatedly that public administration in New
Brunswick suffers from the lack of ready sources
of precise information and from the lack of staff
who are skilled in its collection, and we have
carefully documented in IChapter’ 13 the serious
shortcomings of present assessment practices in
New BrunFwick. * In these circumstances, our estimates of the value of real property in the provmce
could not help but be subject t;b a considerable
margin of error. The market values entered for
property now subject to tax agreements, the market value of the property of the provincial government and of the new Public Schools and Hospitals
Commissions, the market values of industrial and
commercial property for which the new business
tax is to be paid by the occupant - all of these
could be little better than educated guesses. We
are not happy about this, but we do not feel that
we should try to hide it. The actual rates which
would emerge in 1967 after completion of the
first proper valuation of the province would undoubtedly be quite different from those which we
have calculated.
81. Wherever reference is made to the 19’62
municipal tax base at market value in Table 145
(Columns 8, 9, 15, 16, 17, 18, 19, 20 and 22 but
not 21) the figures are the estimated new, broadened tax base just mentioned. As pointed out in
paragraph 42 above, our calculations have been
based on the assumption that grants in lieu of
full municipal taxes would be paid by the provincial government in respect of provincial crown
property, including the public schools, hospitals
and other property held by the new administrative
commissions. The original intent of this assumption was that we wished to avoid penalizing the
residents of cities and towns in which provincial
crown property was concentrated. However, as
the calculations have shown, the effect of this
adjustment is to increase somewhat the range of

variations in assessments per capita. It is suggested, therefore, that with a proper system of equalizing grants as we have recommended, the province may wish for administrative simplicity to
retain the exemption of some classes of its property
and to pay grants in lieu of municipal taxes only
in respect of crown corporations carrying on
commercial activities and private primary and
secondary educational institutions (excluding the
universities). A drawback of this procedure would
be that it would accord different treatment to
provincial crown property and federal crown
property since grants in lieu of taxes are paid by
the federal government and certain of its agencies.
The province has an interest in the retention of
the present system of federal grants. However,
some other provinces do not pay grants in lieu of
municipal taxes on their property and this has
not affected the benefits which they receive under
the federal grants scheme. Moreover, the difference in treatment would be in form only, not in
substance. The federal grants are paid as the
only procedure available to the federal authorities
to avoid a discrimination against certain municipalities in which federal crown property is concentrated. In contrast, the provincial equalization
grants which w.e are recommending would achieve
the same goal with much greater accuracy since
they would take into account all causes of unequal
per capita assessments among cities and towns.
XV. Detailed Calculation of Recommended
Unconditional Grants (1961 Basis)
82. In order to assist the reader further in
understanding Table 14: 5, showing the calculation
of the unconditional grants, we provide the followin detailed column by column explanation. This
ca?culation like the others in this chapter is intended to show the financial effect of our recommendations if they had been in operation in 1961. If
our recommendations are implemented, the calculation will, of course, have to be re-done for the
year in which the grants are put into ‘effect. The
reader who does not wish to examine the detailed
structure of Table 14: 5 may pass directly to
S.ection XVI.
Column 1 - List of Municipalities
This column is self -explanatory. Oromocto
is excluded for reasons given in Chapter 12. Caraquet is excluded here, because the necessary data
were not available for it for 1961. It would of
course be included in future calculations, in Group
C, comprising the medium-sized and smaller
towns. The Village of Port Elgin is excluded,
because, if our recommendation concerning its
status is implemented, it will be included with the
new villages.
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Colunzn 2 - Population 1961 Census. Required

Column 7 - Balance of Standard Expenditure

Column 3 - Expenditure on Local Services
(Average 1957-0)

Found by deducting flat-rate grant (Column
6) from the standard expenditure (Column 5), or
by taking 60 per cent of the standard expenditure. It is to this part of the standard expenditure
that the equalization formula is applied.

1

to calculate ‘Standard Expenditure” (Column 5).

This column is required to calculate the
“Expenditure on Local Services ner canita” (Column 4). The average for several year; is used to
get a stable measure of standard expenditure; that
is, to eliminate undue year to year variations. In
calculating the grants for the year in which they
are to be introduced, the average of the three
preceding years, or of the thre.e latest years for
which data are available, might be used, as it
would be a more up-to-date figure and would still
eliminate major year-to-year irregularities.

Column 8 - 1962 Municipal Tax Base at Market
Value
The estimation of these values is explained
in Chapter 13. Estimates of the market value of
the tax base are crucial to the calculation of the
unconditional grants, for they express the municipal tax base in a uniform way. Otherwise it would
be impossible to apply an equalization formula, for
the actual municipal assessments are at varying
percentages of market value. The use of 1962
estimates at market value for estimating grants for
1961 is quite satisfactory as the year to year
changes in the tax base are relatively slight, and
as it will usually be necessary to use estimates of
assessment for an earlier year than the year for
which the calculations of grants are made. The
gap in years should not be allowed to become too
great, however. The estimates in this column are
necessary (a) for obtaining Column 9, which is
used for determining the uniform tax burden for
the balance of the standard expenditure in each
group of municipalities, (b) for determining the
municipal share bf the standard expenditure
(Column lo), (c) for determining the tax rate on
local services after deducting the rovincial unconditional grants (Column 15), and” (d) for determining the tax rate for local services that would
have prevailed without the grants (Column 17).

Column 4 - Expenditure on Local Services Per
Capita
Since this is found by dividing lColumn 3 by
the mean (average) of the 1956 and 1961 censuses, it too is based on the five-year average 1957
This calculation is necessary in order to
61
calculate the standard expenditure per capita for
each group of municipalities, which is simply the
average of the per capita expenditures for each
group; that is $61.14 for Group A, $41.21 for
Group B, and $34.27 for Group C. Notice that
the grouping of the municipalities is such that the
standard expenditure per capita declines by significant amounts from group to group and that, with
a few. exceptions, the order of magnitude of per
capita expenditures is roughly similar in each
group. This is to be expected as the range and
level of local services generally decline with the
size of the municipality, although there is a tendency for costs to rise for very small towns because of the higher per capita cost of providing
some services to a smaller number of people.
These distinct “steps” in standard expenditure per
capita, from $61.14 to $41.21 to $34.27, serve to
corroborate the choice of the groupings.

Column 9 - Ratio of Balance of Standard Expenditure to Municipal Tax Base at
Market Value
This column is necessary to calculate the uniform municipal effort, R, to be applied in financing
the balance of the standard expenditure for each
group of municipalities. The lowest of the ratios
CR = .005503) has been chosen for Group A, and
theaaverages of the three lowest (Rb = .003676 and
Rc = .003393) have been chosen for Groups B and
C. These uniform efforts can also be expressed
as follows: Ra = $0.5503 per $100, Rb = $0,3676
per $100, and Rc = $0.3393 per $100 of tax base
at market value.

Column 5 - Standard Expenditure
Found by multiplying the standard expenditure per capita’for each group by the population of
each municipality in that group. Both the flatrate and e ualization parts of the unconditional
grants are %ased upon the standard expenditure.

Column IO - Muniicpal Share of Standard Expenditure
Found by multiplying the uniform ratio, R,
for each group by each municipality’s tax base at
market value (Column 8). Where the uniform
tax rate R, levied on the municipality’s tax base
yields a revenue which is equal to or greater than

Column 6 - Flat-rate Part of Grant
Found by taking 40 per cent of the standard
expenditure for each municipailty, i.e., by taking
40 per cent of the amounts shown in Column 5.
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the municipality’s share of the standard expenditure (Column 7), the municipalitv is not eligible
for an equalization grant. ‘Phi s applies to ii’redericton in Group A, Dalhousie in Groun B, and
Sackville and Rothesay in Group C. Wher’e the
uniform rate, R, yields less than the municipality’s
share of its standard expenditure, the short-fall is
covered by an equalization grant, except where
the rule that the total provincial grant shall not
exceed 70 per cent of the municipal warrant
applies. In the latter case, the municipal share
will be greater than is shown in ~Column 10.

expenditures for the years 1957-61 ($10,763,600)
and about 55 per cent of total standard expenditures ($11,013,436).

Column II - Provincial Equalization Grant

Column 15 - Tax Rate for Local Services, in
1961, on Municipal Tax Base at
Market Value

Column 14 - Municipal Warrant, 1961, after
Deducting Provincial Grant
Found by deducting the total provincial
grant (Column 13) from the municipal warrant
before allowing for the provincial grant (Column
13). This column gives the amount the municipality
. must raise through local taxes.

Found by deducting the municipal share of
the balance of the standard expenditure (Column
10) from the amount of the standard expenditure
remaining after pavment of the flat-rate grant
(Column- 7) . This column has been ad&ted
where the 70 per cent rule applied, that is, for
Chatham in Group B, and Dieppe, Grand Falls,
Marysville, St. Leonard and Shippegan in Group
C. Fredericton, ‘Dalhousie, Sackville, and Rothesay would, of course, have received no equalization grant since they could have raised all of the
balance of the standard expenditure at or below
the uniform efforts (the R’s) for their groups.

Found by dividing the amount the municipality must raise by a levy on its property tax
base (Column 14) by the municipality’s tax base
at market value (Column 8). This gives a tax
rate for local services that is comparable among
the municipalities since the tax bases are all at
market value. To get the actual tax rate on its
actual assessment, it would be necessary to divide
the amount to be raised for local services (Column
14) by the municipality’s tax base at the actual
assesse’d value. .
Column ,I& y ‘Total Tax Rate on Tax Base at
* ‘Market Value

Column 12 - Municipal Expenditure on Local
S e r v i c e s , 1961 l e s s N o n - T a x
Revenue
Estimated by Commission staff, this column
shows how much revenue each ’ municipality *
would have had to raise bv taxation if there were
no provincial unconditional grants. Non-tax,
revenue refers to licences, privileges, profits from
public utilities, etc. ; as explained in paragraph
75, it does not include federal or provincial grants
in lieu of taxation or provincial payments equal
to revenue lost by the exemption of private educational institutions, since the property for which
these payments are made has been included in
the new municipal tax base (Column 8).
Column 13 - Total Provincial Grant
The sum of thie flat-rate grant of 40 per cent
of standard expenditure (Column 6) and the
equalization grant with respect to the balance of
the standard expenditure (Column 11). The 70
per cent rule has been applied so that the total
of the flat-rate and equalization grants does not’
exceed 70 per cent of the municipal warrant before
deduction of the grants (Column 12). As already
mentioned, this affects Chatham, Dieppe, /Grand
Falls, Marysville, St. Leonard and Shippegan. The
total provincial grant for all the municipalities
shown would have been $6,070,950. This would
have been about 56 per cent of average actual

Found’ by adding ,the 11/g per cent education
tax to’ the, tax rate on market value required for
local services (Column 15). The total tax
burdens for the different municipalities may now
be directly compared since they are all expressed
in, terms of tax bases which have, been uniformly
calculated at market value. We were not able to
‘adjust the estimates in this table to take account of
the uniform total 2 per cent rates which we have
recommended be applied to both the owner and
the occupier of commercial and industrial property
in cities and towns, but as the total rates shown
are mostly of the order of 2 per cent this adjustment would have little effect on the values shown.
That is, because the owner and the occupier of
business property are each to pay 11/g per cent
for public schools and i/z per cent for the city or
town, the’ municipal rate on non-business property
would be slightly higher in cities and towns with
municipal rates over l/g per cent, while the municipal rates on non-business property would be
slightly lower than those shown in cities and
towns with municipal rates below 1/2 per cent.
Column 17 - Tax Rate For Local Services on
:” Municipal Tax Base at Market
Ia Value, Without Grants
Found by dividing, the municipal warrant
before deducting the provincial grant (Column
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12) by the municipal tax base at market value
(Column 8). This shows what the tax burden
for local services would have been without the
grants and may be compared directly both among
municipalities and with Column 15, which shows
the tax rate after adjusting for the grants. The
reductions are all very substantial.

1961 tax revenues included as well the proceeds
from the poll and personal property taxes. Most
rates on real property would be lower with the
new structure. It is inevitable in rationalizing a
tax structure, as we are proposing doing, that some
would be higher. Certainly the new structure
would be more equitable than the old structure
beyond compare. The average rate would have
fallen from 2.33 to 1.96, and as we have repeatedly
emphasized the future rate for education would
be uniform and stable.

Column 18 - Total Tax Rate on Tax Base on
Market Value Without Grants
Found by adding the 11/2 per cent education
tax to Column 17, to show what the total t a x
burden would have been without grants. This
column may again be compared among municipalities and for each municipality with Column
16. Again, notice the substantial reductions for
all municipalities and the flattening out of the
rates in Column 16 as a result of equalization.

XVI. Concluding Comments on Unconditional
Grants
83. The standard expenditures and the
uniform burdens should be revised from time to
time. We recommend that this be done at least
every five years at the time of the quinquennial
revaluations.
Although basing the standard
expenditures on the average actual expenditures
is appropriate for the initiation of these grants, and
although average actual expenditures will continue to be a useful guide, the Municipal Affairs
Commission should base future calculations of
standard expenditures in part on careful estimates
of what a good prograrnme should cost in an
efficiently administered municipality in each
FOUP* It should on no account allow the
standard expenditure to be pushed up by the
extravagant increases of particular municipalities
in the intervening period.
84. Although the grants are designed so
that they relate to relevant objective factors rather
than municipal status, the Municipal Affairs Commission must still be on guard to prevent municipalities from manipulating their circumstances in
order to enhance their position with respect to
grants.
85. We have provided this model calculation for 1961. The technical nature of these
calculations requires that they be made by experts
who are clear about all aspects of the task. We
recommend therefore that in revising these calculations, and in making those for the villages and
local service districts, the Municipal Affairs Commission avail itself of the best technical advice
available.
86. The total of flat-rate and equalizing
grants for the municipalities shown in Table 14: 5
is $6,070,950. To these must be added the grants
for Caraquet and the new villages and the provincial share of the cost of services in the new local
service districts. Sufficient information is not
available for us to make even an approximate
estimate of the grants to be paid to the new villages
and local service districts. All we know is that
the total of expenditures reported in 1961 by the
present local improvement districts was $531,469.
But we expect that the new grants would be less
than the expenditures now made on behalf of the

Column 19 - 1962 - Municipal Tax Base at
Market Value Per Capita
Found by dividing the 1962 municipal tax
base (Column 8) by the population (Column 2).
This column is given to show the great variation
in municipal fiscal capacity and therefore the
great importance of having a rational structure
of equalization grants. The values range from
$1,344 for St. Leonard to $9,683 for Sackville.
Column 20 - 1962 Municipal Tax Base at Market
Value Per Capita as Per Cent of
Mean for Each Group
Found by dividing each value in Column 19
by the average municipal tax base for each group
of municipalities, A, B and C. This simply shows
the variation in fiscal capacity more vividly than
Column 19.
Columns 21 & 22 - Estimated Actual 1961 Rate
on Market Value of Real
Property
Column 21 is an attempt to show the actual
1961 tax rates on real property to compare with
Column 22, the rates that would have prevailed
with the new grants. Column 22 is simply
Column 16 expressed as percentages. The comparisons must be made with care, because they
do not take account of the personal property and
poll taxes which were also imposed in 1961 and
which we recommend be abolished, nor of the
new motor vehicle taxes which we recommend be
imposed, but they do give a clear indication of
the old and the new burdens on real property.
The rates in Column 21 cannot be applied to the
proposed new tax bases (Column 8) to get actual
1961 tax revenues, since the actual 1961 rates
applied to a different total of taxable property and
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local improvement districts and unincorporated
communities by the Department of Public Works.
In the next chapter, which deals with the revenue
requirements of the provincial government to
carry out our programme on a 1961 basis, we have
entered an amount of $6,400,000 for the flat-rate
and equalizing grants.
XVII.

tion costs. This is done by borrowing at long
term and undertaking conversions when interest
rates are low.
90. The other primary task of the debt corporation is to ensure that its customers, the
municipalities, borrow only for the purposes
authorized by statute and do not go too heavily
into debt. Control over the amount of debt incurred by a municipalty is achieved by statutory
limits and ceilings and by the corporation refusing
to authorize or handle new debt issues which do
not conform to the legal provisions and procedures
which have been established.
91. In addition ~-to the savings to be effected
by centralized management, the current debt
service charges of the municipalities should be
reduced by lengthening the amortization period.
92. We recommend therefore that a Municipal Debt Corporation be formed to obtain all
new capital funds for the cities, towns, villages
and local service districts. The Debt Corporation
should be created and operated by the Municipal
Affairs Commission, and should have statutory
authorization for exercising control over municipal
debt. The municipalities should not be allowed
to borrow at long term from any other source. The
nature and amounts which the cities, towns and
local improvement districts would be permitted to
borrow at short term from banks and other
financial institutions should be set out in the new
municipalities act.
93. In Chapter 12 it was recommended, as
one of the controls over municipal spending, that
the total amount of borrowing in any one year
should not be allowed to exceed 1/5th of 1 per
cent of the total assessment of the municipality
unless a plebiscite is held and the proposed borrowing is approved by 60 per cent of the ratepayers
who cast their ballots. This provision would be
a useful check against excessive borrowing by a
city, town or village because it would supplement
the more usual requirement that a capital project
in excess of a certain value must receive taxpayer
approval in a plebiscite. Plebiscites on particular
projects provide no adequate basis on which the
ratepayer can judge whether a particular undertaking would add unduly to the indebtedness of
his municipality. The requirement for approval
when total borrowing during a given year is to
exceed a certain limit would, however, focus attention upon this aspect. There should be no limitation upon the amount of borrowing in a given
year which may be authorized by a plebiscite,
provided that the total amount of debt outstanding
does not exceed the limitation recommended in the
next paragraph.
94. We recommend that a total debt ceiling
of 6 per cent of total assessment be imposed upon
all cities, towns, and the villages. Total assessment would be the new assessed values, after
revaluations at market value, and would include

Debt Management and the Disposition of
Existing Debt

87. The
governmental
re-arrangements
which we have recommended would make it
necessary for the provincial government and its
agencies to take over and administer the existing
debt of the counties, the various school boards, and
the hospitals. At the same time, it is desirable
that the cost of borrowing and the rate of increase
in the combined debt of the province and municipalities be reduced, and that more control be
imposed on municipal loans. With these ends in
mind, we are proposing that a Municipal Debt
Corporation be established on a basis similar to
the successful Alberta corporation. It will be convenient for us to describe the operations of the
debt corporation as we conceive them to be, before
making proposals concerning the disposition of the
existing municipal debt.
88. One primary aim of central municipal
debt management is to reduce the annual debt
carrying charges by lengthening the term and
increasing the size of bond issues and eliminating
serial issues. It has been estimated that adoption
of these arrangements will save at least one-half
of one per cent on the interest rates which must
be paid. A private finance company makes its
profit by borrowing long and lending short. The
idea behind municipal debt corporations is that
they should do the same and pass the savings on
to the cities and towns.
89. In order to effect these savings it is
necessary to break all connection between the
useful life of a public works project to be undertaken by a municipality and the term of the bonds
which are to be sold by the debt corporation to
obtain the money for the project. To illustrate,
suppose that the total debts of towns and cities
were $50 million, that the outstanding debt was
increasing by $2 million a year, and that all debt
operations were conducted by a debt corporation.
The corporation would then engage in long-term
borrowing operations on the expectation that its
outstanding debt would never be less than $50
million and would increase by $2 million a year
for the next few years. That is, the corporation
would conduct its borrowing from the market on
the assumption that the total net debt of all the
municipalities put together would always increase
and never decrease. One of its two primary tasks
would be to obtain that sum of money which is on
loan at the least possible interest and debt flota-
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the tax base of the business tax and the assessed
value of all exempt properties for which the municipality received ex gratia grants in lieu of taxes.
It is realized that this debt ceiling would impose
a much more stringent restriction upon borrowing
in some towns than in others because the total
assessment per capita varies so widely. However,
we are completely convinced that a tight restriction upon borrowing is absolutely essential and we
have been able to devise no acceptable alternative
to tieing the ceiling to assessed values.
95. Only municipal debt incurred for
general purposes should be included in the totals
used for calculating compliance with the debt
ceiling. In particular, debt of utilities including
water systems run as utilities, should be excluded.
Table 14:6 shows the estimated municipal debentures issued for general purposes and water
systems at the end of 1961. These totals exclude
debentures issued for schools, hospitals and for
utilities other than water systems. Schools and
hospitals would cease to be a municipal responsibility under our recommendations. This would
leave the municipalities with general purpose and
utility debt. We have recommended in Chapter
12 that municipal utilities should be on a selfsufficient basis; that they should not incur deficits
and earn no more than modest surpluses. We also
recommended in Chapter 12 that as many municipal services as is feasible should be operated as
utilities. The exclusion of water systems run
as utilities would increase the amount of debt
which a municipality could incur for general
purposes without reaching the proposed ceiling.
96. To provide some information by which
residents can judge the financial position of their
municipality, the relationship between outstanding
debt and thme total assessments should be published
annually.
97. It may be seen from Column 6 of Table
14:6 that Saint John and four towns had, on a
1961 basis, debenture debt in excess of 6 per cent
of the new total assessments at market value
calculated according to our recommendations. (For
example, a debt of $66 per $1,000 of assessed value
is equal to 6.6 per cent of assessed value.) If all
debt of Saint John which was incurred for utilities
according to our definition, which is broader than
that used in the Annual Report of Municipal
Statistics, was transferred to the utilities and made
their responsibility, Saint John’s ratio of general
purpose debt to assessments would fall well below
6 per cent.
‘98. By the same procedure, the debt ratios
of the four towns which are above their debt
ceiling according to Table 14: 6 would be lowered
but probably not enough to put them below 6 per
cent, with the possible exception of Dieppe. This
would mean that each of Grand Falls, Shediac and
Saint George - and Dieppe as well if it could not
get below the ceiling - should be denied the power

to incur any capital debt whatever until the town
had retired sufficient debt to get below the ceiling.
In the interim, whatever capital projects went forward would have to be paid for from current
revenue.
99. It should be remembered that the calculations of the new assessments at market value,
including all sorts of properties not now assessed,
are estimates only. Accurate figures would be
available only after the first complete revaluation
of the province were completed, possibly for 1967.
It is quite possible that the debt ratios would be
changed quite considerably for individual municipalities when the revaluation data was available.
In the interim, we recommend that our estimates
be utilized.
100. Our Table 14:5 (Column 22) shows an
estimated new tax rate, on a 1961 basis and
according to our recommendations, as follows:
Dieppe $1.97; Grand Falls $1.77; Shediac $1.83;
and St. ‘George $1.88 for each $100 of mark+et value
for assessed property. These rates compare with
the actual 1961 rates, on a market value basis, of
$2.77, $2.10; $4.85 and $3.93 respectively. The
financial situation of each would be much improved by our recommendations and each would
have some room for financing capital projects out
of current revenue without having to impose rates
which, together with the provincial public schools
tax, would greatly exceed our target rate of $2.00
for each $100 of market value for assessed
property.
101. Table 14: 7 (Column 7) shows the debt
carrying charges of the urban municipalities in
1961, excluding charges for school debt, as a percentage of their tax revenues after excluding taxes
levied on behalf of school boards. At Column 3,
the table shows the 1961 carrying charges of debt,
excluding school debt, as a percentage of total
expenditures for the functions which would remain
the responsibility of cities and towns according to
our recommendations, i.e., for local services. It
will be noted that debt charges of the four towns
which are above the recommended debt ceiling are
among the highest, except for St.. George, which
apparently charged a larger proportion of its debt
charges for water services to utility operations.
Our suggested reduction of the rate of amortization from 5 to 3 per cent per annum would lower
the current expenditures on local services for the
four towns with the highest debt ratios proportionately more than it would for other towns and
cities. The reduction in annual debt carrying
charges which we envisage as a result of operations
by the recommended Municipal Debt Corporation
have been taken into account in the calculations
which produced Table 14:5.
102. It is worth noting that, according to
the rule of thumb followed by most bond houses,
the borrowing power of the debt corporation on
behalf of the cities and towns will be greatly
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Table 14: 6
ESTIMATED MUNICIPAL DEBENTURES ISSUED FOR GENERAL PURPOSES AND WATER
SYSTEMS OUTSTANDING AT YEAR-END, 1961

Municipality

196 1 Debenture Debt (a)

(1)

Debt per
Capita

Actual
Assessed
Value of Real
Property 196 1

Estimated
1962 Market
Value of
Recommended
Tax Base

Debt
per $1000
At
Actual
_ 1961
Assessments

(21

(3)

(4)

(5)

of Ass’d Value
At Estimated
1962 Market
Value of
Recommended
Tax Base
(6)

Campbellton
Edmundston
Fredericton
Lancaster
Moncton
Saint John

$ 1,198,OOO

2,5 79,500
4,306,454
1,549,ooo
9,471,500
14,335,379

$121
202
219
112
216
260

$14,967,545
21,370,330
56,598,350
11,714,150
42,753,436
45,663,750

$ 32,125,752
7 1,606,090
131,216,903
67,3 19,406
236,252,9 7 1
216,851,331

$ 80
121
77
132
222
314

$ 37
36
33
23
40
66

Bathurst
Chatham
Dalhousie
Dieppe
Grand Falls
H;artland
Marysville
Milltown
Newcastle
Rothesay
Sackville
Shediac
Shippegan
St. Andrews
St. George
St. Leonard
St. Stephen
Sussex
Woodstock

1,288,500
251,000
863,500
420,500
815,000
89,000
168,000
51,500
689,500
944,000
410,000
330,000
1,000
188,500
163,000
91,500
131,500
253,082
403,000

235
35
147
104
205
87
52
27
132
120
135
153
1
123
144
55
39
73
94

13,819,520
3,071,050
8,891,400
4,075,317
6,197,OOO
728,800
2,458,592
1,374,757
4,856,650
2,117,199
1,264,225
2,026,205
726,891
6,071,700
669,680
786,200
2,022,400
2,968,500
3,648,500

35,112,406
18,355,991
‘52,133,135
6,420,374
9,409,921
4,031,713
11,664,270
3,980,343
29,539,993
5J96,238
29,417,616
2,903,992
3,663,926
7,942,669
1,773,515
2,238,972
12,547,778
11,165,329
15,025,019

93
82
97
103
132
122
68
37
142
44
324
163

37
14
17
65
87
23
14
13
23
18
14
114

31
243
116
65
85
110

ii
92
41
10
23
27

18,000

27

584,850

669,873

31

27

Port Elgin

-

’

(a) Excludes Debentures Issued for Schools, Hospitals and Other Special Activities and for Utilities
other than Water Systems. Counties have been excluded because with the exception of St. John
County their debt charges are negligible.
Source. Annual Report of Municipal Statistics and Commission Study.

enhanced by the raising of assessed values to full
market value. Among the presently used percentages of market values,, four of every ten are below
40 per cent and a total of seven of every ten are
less than 60 per cent. The most prevalent rule of
thumb employed by bond houses when rating
municipal bonds is the ratio of net debt to the
total value of assessments. According to our
proposals, the entire province, exempt properties
included, would carry assessed values at market
value.

103. We have already recommended in
Chapter 13 that crown-federal and crown-provincial propert should be assessed even when exempt
and the va9ues recorded in a separate ledger of
exempt property. We wish to make clear at this
point our intention that this procedure be applied
to the provincial crown timberlands in an endeavour to list all provincial capital assets which bond
houses may consider to be offsets to the provincial
debt. However, it is not intended that provincial grants should be paid in lieu of taxes on
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Table 14: 7
WEIGHT OF LOCAL-SERVKE DEBT CHARGES, URBAN MUNICIPALITIES, 1961

Municipality

Total Debt
Charges
Excluding
Schools
(1)

Debt
Charges
Expendi- a s % o f
Total
ture on Expenditure Revenue
From
Local
oii Local
Services
Taxation
Services
(4)
(2)
(3)

Taxes
Levied
For
School
Purposes
(5)

Revenue Debt Charges
From
as y0 of
Taxation Revenue from
Excluding
Taxation
School
Excluding
Taxes School Taxes

(6)

(7)

Campbellton
Edmundston
Fredericton
Lancaster
Moncton
Saint John

172,151
197,621
390,196
209,759
832,503
641,763

534,354
727,313
1,575,598
598,136
2,907,919
3,855,240

32.2
27.2
24.8
35.1
28.6
16.6

685,869
1,106,458
1,806,797
1,052,543
3,290,052
5,448,3816

451,781
586,716
800,745
658,418
1,374,763
2,719,979

234,088
519,742
1,006,052
394,125
1,915,289
2,728,407

73.5
27.2
38.8
53.2
43.5
23.5

Bathurst
Chatham
Dalhousie
Dieppe
Grand Falls
Hartland
Marysville
Milltown
Newcastle
Rothesay
Sackville
Shediac
Shippegan
St. Andrews
St. George
St. Leonard
St. Stephen
Sussex
Woodstock

125,996
46,377
67,935
51,877
56,185
5,584
28,887
14,349
93,523
9,095
36,988
35,620
2,096
17,078
2,319
15,523
21,202
15,677
35,029

377,475
160,549
280,542
114,841
146,632
32,059
88,438
75,532
279,545
45,023
136,979
85,345
31,922
88,384
39,131
37,562
141,652
107,429
198,640

33.4
28.9
24.2
45.2
38.3
17.4
32.7
19.0
33.5
20.2
27.0
41.7
66
19.3
.
59
41’3
15.0
14’6
17’6
.

681,206
293,703
464,098
195,432
216,618
82,072
152,695
81,538
403,315
109,400
258,966
126,200
92,365
113,170
72,0164
64,610
227,034
198,593
314,343

290,642
179,000
240,9 17
120,348
148,411
47,100
100,000
29,300
190,300
168,269
197,146
91,425
69,338
46,652
48,645
43,713
100,889
128,384
145,850

390,564
114,703
223,181
75,084
68,207
34,9 72
52,695
52,238
213,015
41,131
61,820
34,775
23,027
66,518
23,419
20,897
126,145
70,209
168,493

32.3
40.4
30.4
69.1
82.4
16.0
54.8
27.5
43.9
22.1
59.8
102.4
91
25’6
.
99
74:3
16.8
22.3
20.8

of

Municipal Statistics.

Source: IComputed from 1961 Annual Report

provincial crown timberlands since it is very
unlikely that such property will come under
municipal organization if our recommendations
are implemented.
104. The existing debt of the counties should
be assumed by the provincial government and
become a charge against the province’s general
revenues. This should be the only compensation
paid for the transfer of ownership of all assets of
the counties to the province. In general, the
buildings and other capital assets so transferred
could be utilized by the various departments of
the provincial government or sold.
105. ,Certain types of property require special mention. All lands owned by the counties,
including those to which title was acquired for
unpaid taxes, should retain their identity when
transferred to provincial ownership. A separate
list should be kept of these lands so that the policy

of retaining title to the provincial crown forest
lands will -not be automitically applied to the
former county lands without adequate investigation of the most profitable disposal. In the case
of urban property which is nbw held by urban
municipalities on account of unpaid past taxes,
we believe that these municipal&es should con:
tinue to hold the property; if and when it is sold,
the proceeds should be treated las non-tax revenue
and*used to reduce the municipality’s tax rate in
the year of the sale. Respons ibility for collecting
future municipal taxes is, of course, to rest with
the Municipal* Aff airs Commission as recommended in Chapter 13.
106. All libraries and other such facilities of
a local service nature now owned by the counties
should be taken over by the Municipal Affairs
Commission and operated and maintained bv it,.
on behalf of the appropriate local service districts
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and as a charge on the ratepayers who benefit
from such services.
107. Some counties own utilities ;ointly with
cities and towns. The Saint John municipal abattoir and airport are examples. The provincial
government should be prepared to take over the
counties’ debt liability and levy a supplementary
rate on the real property of the appropriate districts for the debt carrying charges. If some form
of metropolitan government exists or t-he urban
municipalities who are part owners prefer to take
over full ownership, terms for such a transfer
could be negotiated with these agencies.
108. Some counties and parishes, Saint John
County and the Parish of Simon& in particular,
perform a number of the functions usually performed by cities and towns - such as the’provision of water and sewage systems, and unamortized debt exists as well as these public works
facilities . The logical course, in these circumstances, is for the localities being served by the
public works to be incorporated as villages or
organized as local service districts which would
take over future responsibility for operating the
public works and for the associated debt charges.
109. All public school facilities and the debt
of county school finance boards and school di.stricts would, of course, be taken over bv the
Public Schools ‘Commission. As described in
Chapter 8, the Commission would be operating the
schools and paving all expenses, including teachers’ salaries. Local boards of the school districts
would be relieved of all financial responsibility
and shorn of all independent financial powers
except the power to authorize taxes to cover programmes adopted by the district as supplements
to the Commission’s comprehensive education
programme. It is not intended that the cost of
these supplementary programmes should anywhere amount to more than a few .per cent of total
school costs. As we will discuss in Chapter 15,
the technicalities of existing federal municipal
grants legislation seem to require that local school
boards also impose the 11/2 per cent province-wide
education tax on behalf of the .Public Schools
Commission, but this would not represent a levy
which is determined locally. In view of the very
restricted financial responsibility which we envisage for the local school districts, it is appropriate
that ownership of school buildings be vested in
the Public Schools ICommission and that the
responsibility for all existing school debt should
also be assumed by it.
1 IO. There would be an element of inequity
in this procedure. In some school districts, buildings have just been completed which are of a
standard more lavish than would be provided by
the Public Schools ICommission. Since the residents of these districts would retain the use of
these high cost facilities, it would seem equitable
that they should also be left with an appropriate

portion of the debt incurred to build them, the
debt to be paid off by local taxes. Reasonable and
equitable as such a procedure would be, however,
we can think of few courses of *action more likely
to create interminable controversy and ill will.
We must emphasize, however, that while we are
recommending that facilities should be taken over
as they now exist and maintained in future by
provincial revenues, we do not intend that the
extravagance of some existing facilities should be
the criterion for future standards.
111. By our recommendations, title to the
municipal and quasi-municipal hospital facilities
would pass to the Hospitals Commission, accompanied by the outstanding debt for them. There
would be no compensation for the facilities taken
over, since the province would assume responsibility for all hospital services, with the costs fully
equalized across the province.
112. As recommended in IChapter 10, the
owners of private hospitals should be free to elect
whether to:
(i) turn title to their hospital facilities and
the debts for them over to the province, and
continue to operate the hospitals for the
Hospitals Commission;
( ii > retain ownership, re-assume full responsibility for unretired debt and negotiate
an annual rental payment with the Commission; these rentals to be re-negotiated periodically. By re-assuming full responsibility
for debt we mean that all provincial and
municipal grants for debt interest or amortization would be discontinued.
113. The assumption by the provincial
government and its agencies of all these special
categories of municipal debt would leave the cities,
towns, new villages and local service districts with
financial responsibility for debt incurred for local
public works and general government. The
Municipal Debt Corporation would take over
responsibility for meeting the outstanding obligations for these debts and each municipality would
become indebted to the ICorporation for these
amounts. Initially, the municipalities should be
required to make interest payments to the Corporation as required by the terms of the debentures.
But the Corporation should at once begin its debt
management operations, lengthening the term of
the debt as market conditions and the terms of the
outstanding debentures permitted. Simultaneously, the rate of amortization of capital by the
municipalities would be decreased from the 5 per
cent now prevalent to 3 per cent. This would
reduce the current debt charges of the municipalities by about 20 per cent. The actual costs of
amortization would, of course, be paid to the
Commission by the municipalities for whom debts
are being administered. These operations would
require the Debt ICorporation to borrow, for a
time, more funds than it was supplying to the
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municipalities to meet their new capital fund
requirements.
No difficulty is expected to be
encountered in these operations owing to the
much enhanced financial situation, responsibility
and accountability of the municipalities and the
new limits and controls placed on their borrowing.
114. Existing local improvement districts
which were refused authorization to become villages and which came under the jurisdiction of
the local services office of the Municipal Affairs
Commission would turn all their debt over to the
Commission for administration. The Commission
would levy upon the property of the district for
the debt carrying costs. The Commission, in turn,
would turn the debt over to the Debt Corporation
and the financial relations between the two bodies
would be the same as between a town or city and
the Corporation.

(3) Ex gratia payments made by federal
agencies in lieu of real property taxes should
be shared between the Public Schools Commission and the municipalities. with the
proportion going to the Public Schools Commission being equal to the fraction formed
when the province-wide education tax of 11/2
per cent is the numerator and the total of the
education tax plus the rate imposed for local
services, if any, is the denominator1
(4) A schedule of maximum licence
charges and fees should be included in the
new municipalities act to prevent municipalities from abusing their regulatory powers by
discriminating against any group of persons
or using these powers to raise substantial
revenues.
(5) The profits which municipal utilitv
commission: are permitted to make should
not be allowed to-become a major source of
revenue for general municipal purposes nor
should a municipal utility be allowed to
accumulate reserves beyond the levels required for prudent management on a serviceat-cost basis.
(6) The present “subsidy payments” and
all other grants now being paid to municipalities and school boards, with the sole exception of stimulation grants for such activities
as the installation of sewage treatment plants,
should be discontinued and replaced by the
grants structure described in Recommendations 7 to 14.
(7) Flat-rate grants should be paid to all
cities and towns equal to 40 per cent of their
standard expenditure, as described in Recommendation 10 below, to enable cities and
towns as a group to provide an adequate level
of local services without having to impose
taxes which greatly exceed one-half of one
per cent of the market value of taxable real
property. Comparable arrangements should
be made for villages and local service
districts.
(8) Equalizing, unconditional grants should
be paid to cities and towns so that each would
have the revenues required to provide a standard level of local services while imposing a
standard rate of tax on the market value of
taxable real property. IComparable arrangements should be. made for villages and local
service districts.
(9) For the purpose of calculating standard
expenditures corresponding to the standard
level of services and the standard tax rates
proposed in Recommendation 8, existing
cities and towns should be classified according to population, as follows: Group A, to be
municipalities with a population of 19,000 or
more; Group B, to be municipalities with a
population of from 5,000 to 16,000; and

XVIII. Summary of Recommendations Made in
the Chapter
115. The following is a summary of recommendations made in the chapter.
( 1) The new, comprehensive municipalities
act should withdraw the power of municipalities to levy any tax other than a tax on real
property within its boundaries. In particular, they should have no power to impose poll
taxes or taxes on personal property. Municipalities and metropolitan councils would derive their revenues mainly from taxes on real
property, unconditional equalizing grants
paid by the province, ex gratia payments by
federal and provincial agencies in lieu of real
property taxes and nominal proceeds from
utility profits, licences and fees. Local service districts would be financed by taxes on
real property and unconditional equalizing
grants paid by the province. Senior governments could continue to pay stimulation
grants to encourage specific activities, but it
is hoped that extensive use of stimulation
grants would not be necessally under the
recommended system of unconditional equalj izing grants.
(2) The rate of real property tax imposed
by cities and towns should be approximately
one-half of one .per cent of the market value.
of taxable real property; in the new villages
and in the local service districts, the rate
should vary according to the local services
provided and therefore will normally be lower than in the cities and towns. This recommendation would have the effect that the
total real property tax rate, composed of the
province-wide education rate of 11/2 per cent
plus the rate imposed by municipalities,
would be 2 per cent or less in most of the
municipalities and not much more in the
- others.
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Group C, to be towns with a population of
less than 5,000.
(10) Standard expenditures should be calculated separately for each municipality in
each group of municipalities, as follows: the
total population times the average per capita
expenditure on local services by all municipalities in the group over the previous few
years.
(11) The standard tax rate should be calculated separately for each group of municipalities and should be equal to the lowest r&e,
or where appropriate, the average of the three
lowest rat&, which’ municipalities in the
group would have to impose to raise revenues
equal to their standard expenditure (Recommendation 10) minus the flat-rate grant
(Recommendation 7).
(12) In no instance shoul.d the total grant
(i.e., the flat--rate grant of Recommendation
7 plus the equalizing grant of Recommendation 8) exceed 70 per cent of the municipality’s actual expenditures less other non-tax
revenue during the preceding year.
(13) Any variation in the calculation of
these grants, to adjust for changes in the
general financial circumstances of municipalYties, should meet the following requirements:
(i) Where the residents of a municipality freely choose to have a level of
service above the average for comparable municipalities, the entire cost of the
excess should be borne by the residents
of that municipality in the form of a
higher rate of real property tax.
(ii) No incentive should be given for
localities to change their municipal
status.
(iii) No opportunity should be given
to any city, town, village or local service
district to increase its grant by manipulating its circumstances.
(iv) Municipalities with efficient administration should be rewarded with a
lower property tax rate, and municipalities with poor administration be penalized by a higher tax rate, than would
otherwise prevail.
The payment of the grants described
in Recomm^endations 7 to- 1 3 s h o u l d b e
unconditional and not for specific services.
Individual municipalities should be free to
spend their grants for whatever services they
deem to be desirable.
(15) No flat-rate or equalizing grant should
be paid to the Town of Oromocto, for the
reasons stated in ,Chapter 12.
(16) The Municipal Affairs Commission
should create and operate a Municipal Debt
Corporation to administer the outstanding
cap&al debts sand obtain all future capital
I

I

funds for cities, towns, villages, local service
districts and metropolitan councils. The
municipalities should not be permitted to
borrow at long term from any other source
and the amounts which they may borrow at
short terms from banks and other financial
institutions should be specified in the new
municipalities act.
(17) As recommended in Chapter 12, there
should be a debt ceiling, eaual to 6 per cent
of total assessment at market value, on the
outstanding debt of any city, town, village
and local improvement district, including
amounts borrowed on their behalf by metropolitan councils. (For the purpose of calculating the ratio of debt to total assessment,
the debt should exclude debt incurred for
self-supporting water, power and other
municipal utilities, and the assessment should
include the tax base for the proposed business tax and the assessed value for all exempt
property for which the municipality receives
grants in lieu of taxes.) The amount which
may be borrowed in any one year should not
exceed l/5 of 1 per cent of total assessment
at market value, unless the additional
borrowing is approved by 60 per cent of the
ratepayers who vote in a plebiscite on the
question.
(18) As discussed in Chapter 13, all exempt
real property in the province (including; the
crown forests) should be assessed and the
assessed values recorded by the Municipal
Affairs Commission, so that financial houses
may have all the information necessary to
make a proper comparison between the outstanding public debt of the province and the
province’s capital assets.
(19) The existing debt of the counties
should be assumed by the provincial government and be Ia charge against the general
revenue of the province. There should be no
other compensation paid for the transfer of
the ownership of all assets of the counties to
the province (excluding those mentioned in
Recommendation 20).
(20) All services of a local service nature
provided by the counties, and all corresponding public works facilities, which are not
assumed by the cities, towns, villages or
metropolitan councils, should become the
responsibility and property, respectively, of
the Municipal Affairs Commission.
(21) All future charges for the existing
debt of local government authorities incurred
to provide public school and hospital facilities
should be met from general provincial revenues. Future responsibility for providing
such facilities is to rest with the Public
Schools and Hospitals Commissions as discussed in Chapters 8 and 10.
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( 2 2 ) T h e debentures representing debt
which remains the responsibilitv of the cities,
towns, villages, locar service rl districts and
metropolitan councils, after they are relieved
of :a11 responsibility for school and hospital
debt, should be turned over to the Municipal
Debt Corporation and each municipality
should become indebted to the Corporation
for the amount of the debentures passed to
it. The municipalities should make annual

payments to the Corporation in respect of
the principal and interest of their outstanding indebtedness to the ,Corporation.
(23) The rate of amortization of municipal
debt, including amounts transferred to the
province, should be reduced from the existing
5 per cent to 3 per cent of the original principal of the debt. This would reduce the debt
carrying charges on a given amount of debt
by about 20 per cent.

294

