THE CORPORATION OF THE OISTRICT OF BURNABY

December 5, 1966

H1S WORSHIP THE REEVE
AND MEMBERS OF THE COUNCIL:

Gentlemen:

REPORT RE PAYMENT OF PROPERTY TAXES
8Y THE MONTH

People today are quite accustomed to meetlng payments for
all necesslties on a monthly basls. Therefore, It would appear that
payment of property taxes by the month might be desirable and could be a
convenlence to the taxpayers. "The Easy Monthly Payment" Is consldered
to be the painless way of extracting funds.

The Corporation |s now preparing for the Installation of
new electronic data processing equipment. This equipment Is quite
versatile and would make It quite easy to develop a system for the
monthly payment of taxes. There would, of course, be some Increase In
adminlstration costs. However, the use of the new equipment would
minimize this increase. To have instituted such a program prior to the
Installation of our new equipment would have been a difficult administrative
problem; in fact, it would appear to have been Impossible. The earliest,
therefore, that a program of this type could be implemented would be
January Ist, 1968 In order to allow for the developing of the program In
relation to the use of ocur machines and for the de-bugging of the program.
Some conslderation, however, will have fo be given as to whether the new
equipment has the capacity to do the job adequately. The new equlpment
depends upon Information belng stored on cards, resulting In a storage
probiem [f It is necessary to store too much Information. A move to the
type of machine that would provide convenient storage methods such as a
disc or tapo machine would Ilkely increase machlne rental by approximately

$2,000.00 per month.

In glving consideration to the program for payment of taxes
in this manner, 1t is most difficult to find rellable Information, as
such information is not available. [+ should be pointed out that:

(a) Taxes are being pald today without any great need of putting
forth any serious effort fo effect collection. The system of
penalties assessed on unpald taxes and an efficient adminlstration
in our Tax Collectlon Department are resulting In our Corporation
collecting at least 96% of current taxes each year. |t cannot
be anticlpated, therefore, that monthly payment of taxes would

result In Increasing this percentage.

(b) Many municipal offliclals across Canada have studled thls problem
and In almost all cases have become very jukewarm to any such
proposal following thelr studles. This Is because they formed
the opinlon the problems assoclated with collection of taxes In
this manner far outwelghed the convenlence to the taxpayer. it
should be pointed out that Burnaby offlclals have possibly glven
this matter greater thought than have tho officials of any other

munlcipality.

(c) Mortgage companies now arrange to collect from the property
owners a8 monthly payment along with the princlpal and Interest
payment on the mortgage to be applled on taxes. They accumuiate
these twelve payments and pay the Corporation In one lump sum.
The collection of taxes In this manner Is a requirement of N.H.A.
mortgages and |s also a condition in the mortgages of many other

mortgage companies.
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The purpose, of course, Is to protect thelr security by
soeing that the taxes are pald regulariy. In Burnaby, 29%
of tho property owners pay their taxes In this way. It Is
unlikely that the mortgage companies would be very happy
about giving up this right of collection of taxes by regular
monthly payment. it would require an amendment to thousands
of existing mortgages. They would also have to be assured of
some protection with regard to thelr security, as they must
know the taxes are pald. However, they might be willing to
forego tho prilviiege of collecting texes to save them some
administrative work.

(d) Only very few municipalities allow payment of taxes on an
Instalment basis. Such instalment bases may vary from seml-
annual, quarterly, etc. up to monthly.

There are many problems, therefora, to be solved before any such program
cculd be Implemented. However, because of the convenlence to the tax-
payer, Councl| shoutd glve the matter furthor consideration. They would
then bo In a position to welgh the probiems that would be created against
the beneflts that would accrue to the taxpayer.

Soction 381A of the Municlpal Act is the enabling legisiation allowing
Council to Implement such a program. The general Interpretation of this
soction Is that if such a program was adopted through the passage of a
by~law, it would be mandatory on the part of all taxpayers to pay in
thls manner uniess thay opted out. |f the vast majority of taxpayers
opted out for ono reason or another it would appear that the Corporatlion
would have gons to a lot of trouble and effort for the convenlence of a
few taxpayers.

It must be kept in mind that the Cerporation has never refused payments
made In advance on account of taxos. Furthermore, any taxpayer who
desires to follow this system could arrange with his bank or credit union
to make regular monthiy payments into a tax account. |t could be sald,
therefore, that tho taxpayer can today make such an arrangement If he so
deslres.

If a program is to be implementod, it would appear to me that It would
have to be along the following lines:

I. That a due date would have to be established for the monthly payments.

1t would be a particular day each month. |t Is convenient In such
programs to use cycle billing. However, 2 legal opinlon would be needed
as to whother a dlfferent due date could be established for taxpayers
according to the area of communlty in which thuy live in order to establlish
different due dates on a cycle bltling basis, otherwise It would appear
that the duo date woul¢ have to be the same for all taxpayers.

2. That during the months of January through to August Inclusive, taxpayers
would be blilled for 1/12th of the amount of the previous year's net

taxes (that Is, taxes less the home owner grant). Should the clrcumstances

of a taxpayer change whcreby he would not be eliglible for a home owner grant,

I+ would be nocessary for him to ask the Corporation to changu the amount

of the instolment to |/12th of gross taxes.

3. That as of Septembor Ist of each year the amount of the monthly tax

bllling bo adjusted to collect the balance of the taxes owing In four
rogular equal instaiments. This would allow time for the Corporation to
moko the nucussary calculations for all taxpayers as to the amount remalning
unpald and adJust thae LIt Ing accordingly.

Contlnued -- 3
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4, That taxpayers be requestcd to file an application for the home

owner grant by Juna 30th of each year. To facliltate thls, a tax
notlce should be mailed to reach the taxpayer early In June of each year.
Hare, however, the Corporation would be faced with a problem, There
seems to be no way in whlch tho taxpayer could be penallzed for not having
forwarded hls application for the home owner grant. He would be ablo to
mako appllcation on December 30th for the home owner grant and would be
entitled to receive It. Had he beon paying toxes on a gross basis, he
wouid then Iikely want a refund. |f his Instalments during the first
part of the year had been |/12th of not taxes the previous year and at
the timo of adjustwent of taxes, no home owner grant application had been
received, the adjustment would bo made to collect the gross balance of
the taxes remaining unpald. Here agalin, the taxpayer, atter having paid
the gross taxes, could make application for the home owner grant and ask
for a refund. The Corporation would be powerless to prevent him, under
existing legislation, from dolng so.

This s one of the most dlfficult problems to solve relative to payment
of taxes by the month, unless the Corporation Is prepared to accept a
great deal of additional administrative work.

5. Any taxpayer who fails to make his monthly payment by the due date,

or makes his payment with an N.S.F. cheque would be penallzed by
having added to hls instalment, a penalty of 10% of the amount of the
instalment. The Act would appear to provide for such a penalty, although
it must be noted that if all payments were made late, the penaltles would
I1kely axceed the allow d amount. This provision would also create 2 real
headache for municipal officlals In that where a payment Is required to
be made by & deadlline, people will maintain that payment was forwarded In
time to meet such deadlino but that It was the fault of the mail that It
did not do so. Thls could result in the municipal officlals having to
retain envelopas including late payments to show the taxpayer the post-
mark.

There secms to be no other answer and any effort to fry to make people
meet deadlines Is tikely to rosult In the creaotion of ill-wlll towards
the Corporation. A simple method,of course,would be for the Corporation
to produce a draft on tho taxpayers bank account, rather than a LIl ing.
1t Is doubtful that permission could bo obtalned from the Bankers'
Association for such a system, as they are doing their best to discourage

It.

6. That the penalty detes for non-payment of taxes of July 2nd and
November 2nd remaln as they are at present for all taxpayers not
caying on an instolment basis. For those paying on an Instaiment baslis,
those penalties would not apply, providing all Instalments have been pald

on time. .

For taxpayers paying on an Installment basis who do not meet all payments
on time, these penalties would apply on the unpaid omount. This system
might croate an excesslve amount of adminlstrative work and might also

end ug with the taxpayer paying more In the way of penalties and lnterests
that tho Act allows.

It would be nocessary, thorefore, fur officlals of the Corporation to
study thls suggestion in greater detall to soe whether penaltles can be
applied In this mannor.

Tho purpose of thls report Is to placo before Councll some concept of
the type of system that would have to be developed to allow for payment
of taxes on the Instalment baslis and tho problems related thereto.

It would appear that the logical procedure Is to have thls matter ruferrod
to a meoting of +he Policy Committee, For such a meeting, It would be

Continued -- 4
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advisable to h the Manager and Treasurer prepare a report as to the
adminlstrative problems as thoy see them and the effect that such a
system would have on the flnances of the munlcipallty, together with
any other comments they wish to make.

if large numbors of taxpayers opt out, such a system would have littie
effect but 1t would also be of tittle value. If, on the other hand, the
majority ot taxpayers pay toxes in this manner, the Corporation would
raccive its revenue at regular intervals each month. This would avold
the necessity of borrowing large sums of money In the early part of the
year and then investing surplus funds after the taxes are paid. It Is
difficult to estimate what the financial effect would be to the Corporation
on the basis of roceiving money regulariy throughout the year, making

it unnecessary to borrow, because it will vary according fo the amount
that is charged on our temporary borrowling ané according to the amcunt we
can earn on our temporary Investments. However, In my estimation, to
recelve twelve reqular payments from a taxpayer rather than one $300.00
payment on July Ist would save the Corporation approximately $1.15 at
current Interest rates. This is a purely thooretical estimation made

on the basls that the Corporation doces not have other funds avallable
durlng the early part of the year but would have to borrow for all Its
nceds until such time as taxes were paid and then could invest half the
texes paid on July Ist and withdraw monthly from the account that was
invested.

In practical circumstances, because the Corporation does have some funds

It can aperate on In the early part of the year without borrowing, the
financlal advantage is not |lkoly to be as great. Even If this theoretical
amount of $1.15 were to be realized, It Is doubtful that the added
administration costs to the Corporation would be less than thls amount

per taxpayer.

Respectfully submitted,

JHC:mc Joseph H., Corsble
COUNCILLOR
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