City of Richmond Report to Committee

To: General Purposes Committee Date:  February 15, 2002
From: Councillor Kiichi Kumagai File: 0970-01
Re: Use of Casino Gaming Revenue to Reduce Property Taxes

Recommendation

That $1.0 million from the 2002 Casino Gaming Revenue be allocated to offset substantial
policing costs incurred by the City and to reduce the impact on the municipal tax draw for 2002
on the understanding that it will be a one-time contribution.
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Councillor Kiichi Kumagai
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Report
Origin

Staff have brought forward a 2002 Budget including a recommendation for a proposed 5.28%
property tax increase. In order to reduce the impact of this increase on the taxpayers of
Richmond, I wish to propose a contribution from 2002 casino gaming revenue of $1.0 million

Analysis

The City has absorbed a $5.3 million loss of provincial grant revenue (see Attachment 1), a
$2.38 million increase in RCMP costs plus a significant increase in salary costs. This past week,
the City also received notice that the province has downloaded $284,000 in MSP costs. The total
value of the above noted cost increases is $7.964 million with the MSP increase pushing the
proposed 2002 property tax increase up to 5.28%. As this increase exceeds the 4.52% property
tax increase that was approved in the 5 Year Financial Plan (2001-2005), there is a need to
identify means of reducing it to comply with the official plan. The City has made every effort to
reduce the 2002 property tax increase through a rigorous Finance Department review of all
departmental budgets and a senior management review of all programs and service levels.
Therefore, it is proposed that $1.0 million of 2002 casino gaming revenue be used to offset
1.05% of the proposed 2002 property tax increase to 4.23%.

For the 2002 Operating Budget, $1.7 million of casino gaming revenue from the Gaming
Revenue Provision account has been used to offset the property tax draw. This amount was
collected from the province in the 2001 fiscal year. The use of casino gaming revenue to reduce
the property tax draw is not a new initiative because a similar amount of $1.7 million was used to
reduce the 2001 property tax increase.

As a result of the above, casino gaming revenue should continue as a revenue funding source and
be seen as an unconditional grant from the province. The principal reason is that the casino
gaming revenue as well as traffic fine revenue was provided as a means of replacement for the
elimination of the Municipal General Grants by the province.

Casino gaming revenue is general revenue from the province and does not come directly from
the casino operators, therefore the casino gaming revenue should be recognized as a grant. The
casino gaming revenue is to be used for the benefit of the community and therefore can be
allocated as an offset to City operating costs and to mitigate the property tax draw to all
Richmond residents. Council Policy 3706 (see Attachment 2) regarding Casino Funding
Guidelines specifically provides that casino gaming revenue can be used to cover policing costs.

On the subject of the proposed 2002 property tax increase, there should be less emphasis on the
overall percentage increase, but instead on the value of the increase. For example, the proposed
2002 property tax increase of 5.28% takes into account a $1.14 million increase in policing costs
over the prior year, which translates to 1.20% as part of the 5.28% increase. Moreover, Fire
Rescue costs will rise by $1.70 million over the prior year, which represents 1.78% as part of the
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2002 proposed property tax increase of 5.28%. Therefore, 2.98% of the increase can be directly
attributed to Protective Services.

It should be noted that the overall City operations has been run very efficiently and have not
been the main cause for the year over year property tax draw increases. In fact, RCMP policing
costs and Fire Rescue costs have been the main drivers in the property tax increases over the past

2 years. The following table shows the cost increases relative to the overall property tax draw
and percentage increase:

2001 $ Increase | % Increase as 2002 $ Increase | % Increase as
in Operating Part of Total in Operating Part of Total
Costs over Prior | 2001 Property Costs over Prior | 2002 Proposed
Year Tax Draw Year Property Tax
Draw
RCMP $1,239,600 1.36% $1,143,400 1.20%
Fire Rescue $751,800 .83% $1,704,600 1.78%
Utilities $1,050,000 1.16% - -
Infrastructure - - $1,000,000 1.05%
Reserve Capital
City — Other $1,356,300 1.49% $2,179,434 1.25%
TOTAL $4,397,700 4.84% $5,027,434 5.28%

Despite the increases, Richmond residents are cognizant that the increased costs in protective
services are essential and community safety is a number one priority for many people. So, there
is a strong “value for money” belief that expenditures for protective services are being well

spent.

Financial impact

The financial impact of allocating $1.0 million from the 2002 casino gaming revenue to offset
the proposed 2002 property tax increase of 5.28%, would be a decrease to 4.23%.
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Conclusion

Casino gaming revenue should be treated in a similar fashion as a municipal grant from the
province and be recognized as general revenue in the year that it is received under the approval
and direction of Council.

Also, $1.0 million from the 2002 casino gaming revenue should be allocated to offset substantial

policing costs incurred by the City and to reduce the impact on the municipal tax draw for 2002
on the understanding that it be used as a one-time contribution.

% |
Councillor Kiichi Kumagai

KK:djy

215



Attachment 1.

6661 Jaquadaq o} AInr Jo pouad 8y} io} St 666 | 10} dnuaaay Bulwer) ouise) ‘¢
186png 200z pasodoid s A0 ayy uo paseq ale sainbly 200z aUL 2
sainblj [enjoe ase |00Z O} Y661 WOI4 UoewlIojul jeloueul 8yjf |

SO10N

%EVL-  %L6 %E 65 %€ 0€- %00 %1 €9- %0°'€ %8’} (esE8108(Q]) BSBAIOU| % JBBA JOAQ JEBA
(ce6'v¥E) 6122l €€6'GLl8  (862'66S) O (061'vLE'E) GSE'LSL  L6Y'E6 (ese8109Q) 9SBAIOU| § JBIA JBAQ JBBA
000090 €26'V0¥'C ¥02'26l'c 1/2'9/EL 695'GL6'L 695'G/6°'t 6SL'6YE'S POV'Z6L'S €16'860'S [eloL

000°00L'L SOS'G¥0'Z 8v0'L69'L GOE'LE6 O 0 0 0 0 anuaAey Buiwes oulse)
000'09€  8LY'6SE  9SL'S6Y  996'vvy O 0 0 0 0 Buueyg anuansy auid oelL
0 0 0 0 69G'GL6'L 695'GL6'L  BSL'6VE'S YOP'Z6L'S €16'860'G 9OUINOId B} Wy sjuels) [edioluniy

| 2002 1002 0002 6661 8661 1661 9661 G661 v661L |

0’9 40 IONIAOHd FHL WOHAH
JNN3IATH ANV SINVHDO TVdIOINNW TTYNOILIANOONN 40 AHVINWNS
ANOWHOIY 40 ALID

206



Attachment 2.

City of Richmond Policy Manual

——

-

Page 1 of 1 Adopted by Council: June 12, 2000 | POLICY 3706 -

File Ref: 1085-00 | CASINO FUNDING GUIDELINI

POLICY 3706:
itis Council policy that:

Applications for casino funds can be made by Council or as a result of applications from the

community. All community applications must be for new community programs, projects or
events.

Casino funding may be designated for expenditure in or add to a statutory reserve fund. Funds

need not be fully allocated in a period received.

Casino Funding Focus Areas:

Casino funds should be targeted to the following focus areas:
e Youth
e Seniors
¢ Policing in the Community
e Childcare Reserve Fund

* Preventative, alternative and/or educational programs relating to addictive behaviour
which could include:

l. Drug abuse
. Alcoholism

li. Gambling
V. Smoking

Not all organizations meeting the City of Richmond's Casino Funding Program guidelines will
automatically receive funding.
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