AUDIT COMMITTEE

Meeting October 3 /90
Aldermen’s Lounge

Present: Alderman M. Wright, Alderman B. Stewart, City Administrator
B. Kirk and City Treasurer j. Maitland

The Committee reviewed the attached budget report, the report is in two sections, pages,.i/
thru 5 are a summary of the revenues arid expenses, pages 6 thru 30 are a more detailed
breakdown of ovr net costs by department. ‘

Following are comments and/or concerns regarding our budget:

Page Account
1 Sub 212 Public Works Administration the two major revenues in this are
Engineering Inspection fees which we budgeted $75,(00 for the
year and have received to date $174,548 and Internal equipment
rentals which were budgeted at $746,200 and to date totai

$698,842.

Sub 339 Other Community Development the increase here is a result of
' the Trade Fair revenues which were not budgeted. '

Sub 402 PoCo Recreation Centre this account appears to be substantiaily
under budget, however this is a result of the Facility Booking
software program not functioning properly. The revenue is on
line with what was budgeted, the revenue will be correctly
shown on the next budget report. Ths software is an ongoing
problem in this area and we are looking at the options available
to solve the problem.

Fnc 709 Other Legislative costs appear to bz under budget, this is a resuit
of Council expenses at UBCM not being recorded.

Fnc 764 Labour Management Relations this is the cost of the various
meetings we have with CUPE, this does not include any costs of
negotiation for next years contract as we haven’t yet started
negotiating. This budget item will have to be substantially
increased next year.

Rental Houses we were expecting to make $48,100 on the rental
of properties this year, however we ended up demolishing a
couple of the houses and we will not quite get there.

Sub 117 Severence / Gratuity Pay we are substantially over budget on
these items, mainly due to more $ paid out than expected as a
result of staff retirements and/or movement. Funds will be
transferred from our reserve accounts to entirely offset these line

items.

Fnc 774 Community Co-ordinator this item will end up at or near the
amount budgeted, revenues will be coming from Coquitlam for
their share of ths cost (approx 2/3) and from the Province for the

Victim/Witness support program. @
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Fnc 785

Fnc 803

Fnc 804

Fnc 8§12

Fnc 814

Fnc 511

Fnc 361

Fnc 999

Suppression we will be overspent in the Fire Suppression for
two main reasons, firstly a substantial amount of overtime was
incurred earlier in the year when there was manpower shortages -
due to firefighters acting as Chief and Deputy and secondly due
to the new fringe benefit package negotiated with the firefighters.

Building Inspectors we will make more than expected in ihis
area due to the volume of building still taking place. e

Plumbiug Inspectors ditto

By-Law Department all of this departments revenues, mainly
Business Licenses, are received early in the year. For' the
remainer of the year the net surplus for the department will drop
as our expenses are incurred. : '

Vector Control will be on budget when billings to Coquitlam
and Port Moody are done. ; R

Office this is the net cost of the Engineering office, it is under -
budget for two main reasons, firstly the shortage of management
staff for the last few months and secondly as a result of the

increased inspection fees. .

Collection & Disposal all of this departments revenues, garbage
collection fees, are received at tax time. For the remainer of the
year the net surplus for the department will drop as our expenses .
are incurred. .

Concession operation the Committee is concerned that we
appear to be losing more than expected on the Concession at the

Arena.

May Day the Committee was conce:ned about the costs of May
Day and will be requesting some information from the Parks and
Recreation Dept regarding these costs.

Multi-caltural days the Committee was surprised at the cost in
this area, the Treasurer will report back at the next Committee
meeting about the costs as he is concemned that perhaps
something was charged to the account which belonged

elsewhere.

Interest on Tax Prepayments this program has been very
successful, with 740 persons signed up at present, we are over
budget on the amount of interest paid, but as we are making a
small margin on the ameunts paid in and invested, this will be
offset by increased investment income.




Other items discussed included:

1991 Budget Guidelines the Committee reviewed the gdidelinéS”as ouiliﬁca bh'..pagéj':
31 and advised the Treasurer to proceed with the issuance of the guidelines to staff.

G.S5.T.

Copies:

B. Kirk

The Treasurer reviewed a memo produced earlier in the year

(pages 32-34) and overview  of the GST (35 thru 39).. The .
Committee then reviewed the progress made ‘to date on
implementing the GST. New forms have been designed for -

Engineering and Building as well as forms ‘changes :in “the

Recreation Department.  We have designed these changes to
show as clearly as possible the amount of GST we will be-
charging. Progress is -also underway to have some signs
installed in the rec centres to  indicate that . admission ‘and".

concession fees include the GST.- The Treasurer. further
explained the process which will be gone thru in revueing each
and every invoice to track the amount of GST paid so the City
will receive the correct input tax credit (100% of GST paid) or
tax rebate (57.14% of tax paid).

Mayor & Aldermen
Department Heads
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Audit Committee Meeting

October 03 / 90

Item Description

Budget Review

Budget feport to end of September attached.
Pages 1 thru 30

1991 Budget guidelines

Page' 31

Goods and Services Tax

Pages 32 thru 39
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DRAFT
MEMO
COMMITTEE
TO: B. Kirk DATE: October 01, 1990
City Admim'stratqr -
FROM: Audit Committee
SUBJECT: 1991 Budget Guidelines

- RECOMMENDATION:

That staff be instructed to bring forward a budget for 1991 which shall:

1. NOT reduce existing levels of service.

2. Allow for tax increases, if necessary, to the average taxpayer which shall not
exceed the rate of inflation. '

BACKGROUND & COMMENTS:

If Council concurs with the above recommendations, instructions will be sent to our .

Department Heads to prepare their 1931 budget requests for Council review. ’

Guidelines for staff to follow in preparing their departmental budgets are:
an allowance of 4% is to be made for inflation. : : .
* the GST is expected to be passed and in place by the end of the year and will
transfer some of the tax burden from goods (which were previously taxed under
the FST scheme) to services.

the most significant effect it will have is to impose a 3% increase (after the
municipal rebate) above the rate of inflation on most services supplied by
outside contractors or consultants. There are a few exceptions to this rule, ie
GST will have no effect at all on i

any requests for increases due to growth should be accompanied by statistical
data to support the request. This is to acknowledge that in some areas due to
increased inventory (mileage of roads, sewer lines, hectares of playground, etc)
that increased costs will occur.

The resulting provisional budget for 1991 will be presented to the new Council at their
inaugural meeting on December 3rd and a full review by Council is expected to take place
early in the new year.
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THE CORPORATION OF THE CITY OF PORT COQUITLAM
MEMO

TO: B. Kirk  DATE: April 11, 1990
City Administrator : _ -

FROM: J. Maitland
- City Treasurer

SUBJECT: Goods and Services Tax (GST)

This report will provide a brief summary of the application of the proposed Goods and =
Services Tax (GST) to the City. The GST is intended to replace the current Federal Sales L
Tax of 13.5% (9% on construction materials and 11% on some other items such as long .
distance phone calls) which is currently imposed on the sale price of goods manufactured. -

in Canada and the duty paid value of goods imported into Canada. The GST will apply to
services as well as goods and will be bome by the ultimate consumer of goods and .-
services in Canada, R

Application to the City
Most of the City’s operation can be classified as either:

Tax exempt operations - a tax exempt item as far as the Ciry goes mears that we do not.
arge our customer (in most cases taxpayer) GST but we would in fact pay GST 10 ou
suppliers for all goods and services which are used in providing these operations. '

The Feds have promised that municipalities as a whole will not bear a greater burden
under the GST than we have been under the existing FST. To ensure that we do not pay
more GST than is currently being paid under the FST regime, the Feds propose to rebate a
portion of the GST paid, the amount of our rebate is under negotiations between the Feds
and the FCM and it is expected that we will recover between 40% and 60% of the GST we-

pay.

The City will have to be able to identify and track the total GST paid on all inputs in order
to file for a rebate on a portion of those taxes paid. '

Taxable operations - some local govemment functions wiil be deemed to be taxable, due
to their commercial nature. We wil] collect full 7% GST from our customers when we sell
these services and will be entitled to receive a full input tax credit on our purchases
necessary to provide these services. This aspect of our operation is treated the same as
any private sector business.

Examples of taxable commercial activities would include:

Recreation facilities rentals - facility rentals wil] be taxable, we should very
soon notify our regular renters (ie Minor Hockey) that in addition to an
increase from us next year they can expect a 7% increase thanks to the GST.
Food concession sales.

Rental of parking spaces.

Recreation programs (except those for children under 14)

Reinspection fees,

Cemetery fees.




The City will have to have the ability to record G
identify and record GST paid on all inputs.

will be remitted to or refunded from Reven

rebates and tax credits we will be receiving,
receiving a refund.

particularly challenging to deal with the GST on inputs for
Yporate a mix of taxable and exempt activities. For example,

admissions swimming (taxable), swim and other recreation

mmon inputs to all activities
etc. the GST paid on these inputs

a reasonable basis in order to -

to full refund as opposed to the rebate,

Costs of GST -
Increase in administration :

Although the tax in itself may, if the rebate percentage is sufficient, not result in a greater .

tax burden, a significant administrative burden s being imposed on municipalities. The
£CM in their negotiations with the Federal Government is attempting to get recognition of
this administrative burden in the setting of the rebate Percentage,

quickly file for rebates.
collect and record GST whenever it js applicable,

track GST paid out to determine if the end us¢ of the GST paid is for a
taxable or tax exempt purpose,

clarification will be re
currently PST |
system it is

Initial setup costs:

There will need to be a consi )
rebating, etc. this one tim i very roughly estimated at $15,000 to
$25,000 of existing Treasury dept f, Bill Wiseman and Terry Day. There
will also have (o0 be some time spent with and by the Recreation and Enginecering

departments.
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There will also be a one time set up costs of $5,000 to $10,000 in computer programming -
to assist in tracking the costs as well as to show the GST on our billings for recreation
programs and facility rentals. There are quite a few BC municipalities now using the . -
Same computer system as us (West Vancouver, Nanaimo, Langley Township, Chilliwack)
and possibly this cost will be reduced thru a joint effort, ' ' e

Annual costs:

The cost of this increased administration can not be estimated at this time as in many
cases the GST rules are not yet established. A minimum of 1/2 a full time staff person to a
full time staff person is anticipated within Treasury alone. Estimate between $17,000 and

$34,000.

for example the arena operating
-arena is reduced to 7% and even
City under the rebate or tax credit
and Auditors for example) which
axed will become taxed to us at 7% less our rebate percentage.

City. There is therefore a cost 10 us while
we wait to file for our refund and then wait for the Feds to process the refund. This cost is
estimated at $4,000 to $6,000 depending upon interest rates and processing times.

JM/ms

¢ - B. Wiseman
- T.Day
- J. Fraser
- J. Taylor
- L. Wheeler




Goods and Services Tax

* GSTisa tax on the final consumption of goods and services
and is collected at each stage of the distribution cycle.

¥ GST differs from the present FST in that FST is a sales tax

which is added to the price of goods. GST is a sales tax
which is added to the price of &oods and services.

* ALL items are taxable with very few exceptions, some of note are

= Supply of City service where property owners

have no option but to receive service.

= Supply and maintenance of water and sewer.
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Facility rentals
~ Admission fees

Program fees (except < "14)
anqession sales

Cemetery fees
Locker rentéls

Engineering dept
Inspection fees
Private Jjob:(with some exceptions)

Other departments
* Sale of bylaw copies
Sale of prints
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OVERVIEW

‘MECHANICS OF GST

Purchases (excluding tax) Tax Input ~  Net
. Charged Tax  Tax
Sales (excluding tax) on Sales  Credit Remitted

Lumber
Producer

Furniture
Manufacturer

Furniture
Dealer

28
$28 /

OCT 3 - 198D

Peat Marwick Thome
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GST Rebate

In addition to the above the Feds have'promi;ied that fh‘é GST Wﬂl ,' :
aot adversily effect municipaliﬁes and thcy haVé' given “\vsua:febﬂ',te; '

ona portion of the GST to try to’red'uvc'e the eff‘ecﬁve. GST rate to an -

amount equal to what we were paying under the old FST p',x‘_ovgi'a'mf
The City will be receiving a rebate of 57.14% of the GST we pay onall
items we buy excluding those items listed above. 3
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GOODS AND SERVICES TAX
AND MUNICIPALITIES

'CLAIMREBATE. ]
ON GSTPAID _
ON PURCHASES

'MUNICIPAL SERVICES -

3o

OUTPUTS

(SERVICES)'

" COMMERCIAL
ACTIVITY -

"TAXABLE .
oSt
COLLECTED

CLAIM INPUT TAX CREDIT
ONGST PAID "

ON PURCHASES
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