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MANAGER'S REPORT NO. 53
COUNCIL MEETING . 5/77 .

Re: LETTER FROM THE UNION OF BRITISH COLUMBIA MUNICIPALITIES
204 - B04 BLACKFORD STREET, NEW WESTMINSTER
- FRANCHISE FEES : ‘

Appearing on the agenda for the August 2, 1977 meeting of Council is a letter
from the U.B.C.M. regarding franchise fees. Following is a report from the Muni-
cipal Treasurer on this matter. R

RECOMMENDATION: .

1. THAT this report be referred to the U.B.C.M. with the request . oo
: . that they once again approach the Department of Municipal Affairs =
to give consideration to the repeal ‘of Sections 333 and 429 0f
.- the Municipal Act, and also to making machinery taxable for general
.. as well as other purpoSgs,‘and“that‘B,_C.¢HYdrdﬂbe*reqUigéd’tQLpaYﬂf'
- .grants in lieu of -taxes to the regional districts, regional hos- -
. pital districts, Assessment Authority and the Municipal Finance

~‘Authority forbring;thém{ihto‘confirmity'With‘qthe; faxpayéns, 

FRANCHISE FEES

. on théLCp‘véiiFagéﬁadfof 2'Augu$t 1977 appears a letﬁerﬁ&@tédfélﬁqﬁ;y,197752 :f':
. from the UiB.C.M. concerning a public hearing of the B,C{kEnergy Commis§ion,j

" 'with-respect to;frthhises'and'gas utilities. ..

-~,',Mﬁhiéi§al fiénéhiseé”are‘governed by Sections S?h:to 577 df'thékMuﬁidipalfff
~“Act, which reads: L , ‘ USRS i PR

. ”"57h; (l)LThekCoundil, by by-law adopted with the agsent of the
"o . electors and the approval of the Lieutenant-Gove:nqrAin
Council, may S R

(a).enter into or ratify or adopt egreements granting to
any person an exclusive or limited franchise for any
Cberm of years not exceedlng twenty-one years for the
‘operatlon on the highways within the municipality of
- motor-buses, motor-vehicles, tram-cers, electric
trolley-buses, or other vehicles as a public utility
for the carrlage of pasgengers;

enter into or ratify or adopt agrecments granting to
any person an exclusive or limited franchise for any
term of years not exceedlug fwenty-one years Tor the
supplying of gas, electrical energy, water, or telephone
serviee to the Ilnhabltants of the munileipality,
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(2) Notwithstending clause (v) of subsection (1), an agree-
ment entered into pursuant'to that clause for supplying
gas may, with the approval of the Lieutenant-Governor in
Council, be renewed for a further term of years, not -
exceeding twenty-one years, without the assent of the
electors.

Any by-law adopted under clause (a) of section 574, and eny
agreement entered into, ratified, or adopted thereby, may
prescribe how and along what routes. and-between what termini
motor-buses, motor-vehicles, tram-cars,‘electric trblley—busesv
or :other vehicles shall operate, and may reserve or create
pover to prescribe the same from time to tinme, and may fix

feresifor,the~carriage of passengers, or reserve or create .
kpuwerfto fix the same, and, without limiting the foregoing,
may, subject as aforesaid, prescribe thefothervterms,rcon—‘\,'
itions, and restrictions, including payments to or by the = .. .~

'~iﬁnnicipalityvor municipalities for and‘inkconnEctiqn with
" any such franchise. S Lo e :

'”TAny'byeiaﬁ adoptéd under_clauéé,(b) of séctidnf57h5iandvéﬁ&iv‘>‘

agreement. entered into, ratified, or adopted“thereby;;may’;".'

,‘~prescribe,hov7and‘,here mains, pplés,‘andiwires_shall,be_‘ o
',ftinSﬁalléd;’and may reserve orlcreatefpower}to_préscribe;f,;i; R
~the same from time to time, and may fix such rates for the . °
- supplying of gas;.electriCal energy;kwater5'or‘telephone,‘ S RN
- gservice,.and may"réserye;or_create“powerfto‘fix the“samé,\ﬂ<>f'i"

f;gg@d,rﬁithOut limiting the foregolng, may,isqueét;as7afore;j;gAj”
‘said, prescribe the other terms, cohditiOns,’and,restrictions,

,i_jincludipgipdyménts‘to orfbyVthevmunicipalityTOrJmuniQipglitiegf“
' »*]fpr‘and"in;édnnectionjwith any'suchvfranchise,V,’ e

. A municipality being party to any:agreemént;entered_into;;%. )
. ratified, or adopted pursuent to a by—law,adoptéd‘under;'l3/'*~="
‘section 5T4 may, by action in any Court of competent :
“Jurisdiction; enforce the carrying-out offsuch'agreement
and every term and provision thereof, in so far as it affects
“that municipality, as though such_agreement'related solely
to the municipality instituting such action. Any obther mun-
icipality being a party to any such;agreement'may apply to
be added as party either as plaintiff or defendant to any
“such action, and in the discretion of the' Court may be
added accordingly." :

T am given to understand that the reason for the hearing is that there are
45 communities in B.C. which have franchise agreements with the Inland
Natural Gas Company for which they recelve 3% of annual gross revenues of
the second preceding year, generated within theilr communities, plus normel
realty taxation, to wit, school, reglonal district, regional hospital
district, Municipal Tinance Authority and Assesement Authorlty rates on
the taxable assessed values of lands, improvements and machinery, plug

. general purpose rates on the taxable pesepsed value of lands and improve-
ments together with o payment in lieu of realty taxes, business licences
and business toxes of 1% of the gross revenucs of the second preceding year,
generated by the compuany within munieipal boundaries in place of normal.
taxation on tranmmipsion lines, pumping stations, ete. T gather that some
of these franchise agrecments have explred or are about to Lo expire, and
pome of the municlpallties are endenvouring to obtaln a franchise payment
of larger than 3%, [ have been told, too, that the {fronchise fees were
glven to encourtge the munielpalities to allow the company to operate in
their municipalities to help the municlpalities wlth any costo they may
have been put to with respect to the tyanomispion and pervice lines,
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The 1% of gross revenue factor as prescribed by Section 333 of the Municipal
Act (too lengthy to quote here) applies to the taxation of transmission lines
and  appurtenances of telephone companies, closed circuit television companies,

o8 electrlc light companies, electric power companies, water companles and. gas -

- companies. ' Section 429 specifically prohibits mun1c1pa11t1es from charglng
;bu51ness taxes on these fac111t1es

The’terms of reference of the enquiry are'

1.  What is “the nature and _purpose of franchlse fees and are -
: they in the publlc interest? «

oIe such fees are 1n the publlc 1nterest what 1s the,~f;' »
,‘approprlate level and how should that level be determlned"

,“If such fees are 1n the publlc 1nterest, should they be o
.'dlsplayed as a separate item on ‘the face of the bill:
, flssued by the. gas utility: to: 1ts customers or: contlnue
[l;to be 1ncluded 1n the general tarlff structure” i

5'It will be noted that the terms of reference conflne the Board‘to matters
of franchlses concernlng gas utllltles. The re31dents of Burnaby are wl

j‘1ts’electr1city operatlons. Nor ‘has one been glven to the B .C.
Telephone Company Nor can I find that elther ‘of. the companles pay
‘_franchise fees to any mun1c1pa11ty in. thls Prov1nce.v" S e

S In view of thls there is not much p01nt in’ flllng a brlef w1th the Energy

"1EjCommlssion.; However, since the U.B.C.M. is interested in this subject,

“ they might find it possible to use this opportunlty to once agaln pursue

. the matter of tevation of public wbilities.

. B. C Hydro is 4n a class by 1tself. It pays full taxation for school
: - purposes on all its propertles, including gas and electricity transmission
: lines and appurtenances. It gives grants in ileu of taxes for municipal
purposes in the same manner that it would be taxable if it were a private
- utility. It does not pay taxes for regional district, regional hospital
. district, Assesement Authority and M.F.A. purposes. We think it should.

. The other utilities pay all mill rates except that they pay 1% of the gross
revenue of the second preceding year generated in the municipality in lieu
of taxation on transmission lines, business taxes and business licencen

~ relative to these facllities (this latter applicable to lydro).

If,‘instead of the 1% gross revenue grant, tho public utilities, Including
Hydro, were to pay general purposes taxes on the assesged values of the
related facllitles, the following would be the plcture: .
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1977 General

Purposes Taxation @ 75%
Improvenent: of Improvements - 1% of Gross

Assessments . .at 19.140 Mills Revenue of 1975 S
e » 3 S

5 8

B. C' Hydro - electrical 18,903,261 .  271,3%6.31 ‘169,926.12'
- gas S 6,416,292 92,105 8T T 99,397

v~>1VB c ‘Telephone - : 112,596,476 ©.180,822.41 - - 90,386. 91,}i;f,a e
' Vancouver. Cablev151on . : 630,730‘1,' 9,058,313 0 e 15 398.81 -

‘ﬁn77TWESt Coast Cablev151on e 24,075 »}; ,_,_“ 3h5 6op'_‘fjp< h,330 1h°!fff,i'f’e

BSTOE M ..1&59.19. ‘

’1JQ“It wlll be. noted that 1n some. cases the l% revenue exceeds the amount of

’1Qtaxation based on ‘realty assessments. " No ‘doubt this is whet the. Leglslature .

'*fenv151oned when this: fowm of taxatlon came into: belng in the 19505.« Never-A

heless, in aggregate Burnaby receives $17h 2hh 93 less than it would if
;the propertles were taxed in the: ordlnary way. - Addltlonally, Burnaby would
gain in business’ 11cence revenues.v A calculatlon of this amount is: belng'
made"and(v1ll be passed on to the U B C M-.lf thls report is; approved"*m

‘This matter was 1nc1uded in. the Munlclpallty's brlef ho‘the Commission -0

Inqulry on’ Property Assessment and’ Taxatlon, “was’ the fact that machlneryr
taxable for school rcglonal dlstrlct reg onal hospltal dlstr‘ct'fAsses

?the Munlclpallty such as pollce and flre protectlon.p*j, S

..;"RECOMMENDATION

' ?l. THAT this report be referred to the U.B: C.M. with the i
~request that they once again. approach the’ Department of .
‘Municipasl Affairs to give consideration to the. ‘repeal

of Sections 333 and %429 of the Municipal Act ‘and also’

to meking machinery taxable. for general as well as other.
purposes, and that B.C. Hydro be’ required to pay grants

in lieu of taxes to the regional districts, regional
hospitel districts, Assessment Authority and the Municipal
Finance Authority to bring them into conformity with other
taxpayers.
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