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INTRODUCTION

The Sustainability Assessment represents the second stage of the Warfield Municipal
Sustainability Study. Given that this report is focussed on evaluating Warfield’s
sustainability and on developing options to enhance sustainability, and because the
term “sustainability” is used in many different contexts, it is important to outline
what it is the report is seeking to determine.

This report seeks to determine if Warfield, as an autonomous incorporated
municipality, has the ability to meet residents’ needs for infrastructure and local
government services in a cost-effective and affordable way over the long-term,
delivering services supported by the residents and essential for fostering and
maintaining a healthy resilient community. Sustainability in this context focuses on
the long-term financial health and viability of the community, ensuring the
municipality has the fundamental components to adequately service the community
without placing a disproportionate burden on residents or future generations.

The Assessment builds on the information detailed in the Interim Report, focusing on
a number of indicators, criteria and factors to help evaluate the Village’s
sustainability as a standalone municipality. The Assessment relies not only on
financial information such as budgets, reserve levels and borrowing capacity, but also
on information related to the community’s infrastructure, asset conditions and future
expenses. Information on fundamentals such as population, demographics and
assessment base is also taken into account. Key takeaways from the examination of
each criterion or group of factors are used to illuminate the municipality’s strengths
and weaknesses and to identify options for services, service delivery, expense
reduction and revenue generation to address challenges and enhance Warfield’s
sustainability. Conclusions are presented at the end of the document.
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CHAPTER 1
SUSTAINABILITY INDICATORS

This chapter provides an overview of the factors that are considered and criteria used
to evaluate the sustainability of Warfield. Each section outlines the criteria and
factors, identifies how they relate to municipal operations or viability, and applies the
criteria to Warfield. Each section also comments on whether there are opportunities
to impact or change the current results, and highlights the key takeaways.

The section covers the following factors:

e Property Assessment Base

« Property Tax Levels

« Population, Demographics and Growth

o Operation Expenses

« Capital Projects, Asset Management and Reserves
o Borrowing Capacity

e Incorporation Criteria

PROPERTY ASSESSMENT BASE

BC Assessment classifies all real property in the province into nine different classes
(see Figure 1.1) for the purpose of assessment. Properties may be assessed as having
more than one class, such as farm and industrial, or residential and commercial.

Property assessment values and property classes are determined by BC Assessment.
Municipalities do not have direct control over the value of their assessment base,
although they can influence the types of uses permitted within the municipality
through zoning and Official Community Plans (OCPs). The municipality’s assessment
base reflects the range of uses permitted, how lands and built structures are
currently being used, and the current market for those lands and uses. Each property
in every class is assessed annually by BC Assessment to determine the property's
value.! In each local jurisdiction, the values for all properties in each class are added
together to determine the total assessed value for that class. The totals for all classes
combine to equal the jurisdiction's total assessment base.

Properties in each class are taxed at a particular rate to generate the revenues to
fund local services. In unincorporated areas, regional district boards each year
determine the Class 1 (residential) tax rate for each service provided. Rates for the
other eight property classes are determined using variables that are set by the
province, pursuant to the Regional District Tax Regulation (see Figure 1.1). These
variables result in tax rates that are higher than the residential rate in five classes.

The assessment methodology varies by class.
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Figure 1.1
Property Assessment Classes
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council. Municipalities have Class Property Description Variazre
the authority to set their own
tax ratios, taking into account Class 1 Residential 1.0
the characteristics of their Class 2 Utilities 35
own tax base, the relative
burden of the services used Class 3 Supportive Housing 1.0
by and provided to the Class 4 Major Industry 3.4
property classes, as well as

Class 5 Light Industry 3.4

policies to encourage
different uses. For instance, a Class 6 Business and Other 2.45
municipality may wish to
have a lower Class 6 property
tax rate for businesses to Class 8 Recreation Non-Profit 1.0
encourage economic
development and attract
businesses to their area,
whereas another

Class 7 Managed Forest Land 3.0

Class 9 Farm 1.0

* Section 1, Regional District Tax Regulation

municipality may have a very

healthy industrial or stable

business sector and choose to recover a greater proportion of taxes from those uses.
Provincial data show that councils in almost every municipality set tax rates for
several of the non-residential property classes, including Utilities (Class 2), Industrial
(Class 4 and 5), and Business (Class 6), above the Class 1 level. In 2024 Warfield was
the only municipality in British Columbia that had a lower tax rate for Class 6
(Business) than for Class 1 residential uses.?

The assessment values combined with the tax rates in each property class impact the
distribution of taxes throughout the community. Accordingly, the overall
composition, or diversity, of the total assessment base is an important consideration
for municipalities as it affects their ability to assess and recover property taxes.
Ideally, municipalities will have not only a high property tax base, but also a diverse
tax base with significant proportions of business and industrial uses. Such diversity
enables jurisdictions to spread their local tax burdens across more than just
residential properties.
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It should be noted that diversity of property assessment classes is an indicator of
resilience and sustainability not only from the perspective of property taxation, but

NBILSON also as a reflection of the health of the local economy. Non-residential property
| STRATEGIES classes such as Class 5 (light industrial) and Class 6 (Business) are important to the
lefts . portners inc. local economy as wealth and employment generators. Many municipalities rely

2 Ministry of Housing and Municipal Affairs, Schedule 702 — 2024 Tax Rates.
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heavily upon the property tax paid by key non-residential employers. Other non-
residential uses generate visitors or tourism dollars that boost the local economy. A
lack of assessment diversity can limit economic generators and revenue generating
opportunities, in addition to total property tax revenues.

The assessment base of Warfield is considered and evaluated both in terms of overall
value and diversity. The Interim Report referenced Warfield’s property assessment
base, and noted the lack of diversity (see Figure 1.2). BC Assessment data for
Warfield indicate that the 2024 total assessment was $323,023,400° — an amount
that translates into a converted assessment of $34,180,327. The average assessed
value of single-family residential properties in Warfield in 2024 was $429,717. Figure
1.2 provides details on proportion of assessment values for all property classes in
Warfield. As indicated in the chart, the Village has very little tax base diversity —
almost 98% of all assessment is Class 1 residential. Figure 1.3 places Warfield’s
assessment base in the context of the other municipalities in the Kootenay Boundary
Regional District (RDKB).

Ability to Change

While municipalities do control the OCP designations and zoning of properties, the
composition of the local tax base evolves over time with property development and
redevelopment, and reflects physical characteristics, location, land ownership,
permitted uses as well as the ability of the surrounding population to support
different business and employment uses. Proximity to other centres and
communities also

influences the
need for and
viability of
commercial and
industrial uses. Utilities
Designating land ) 632,700
Light Industry 0.20%
for industrial or 836,400
commercial use 0.26%
does not
necessarily result
in the
development of
those uses within
the community, or Residential
translate into a 312'73;:;200
more diverse tax
base.

Figure 1.2
2024 Warfield Property Assessment

Business
5,190,900
1.61%

m Residential = Utilities Light Industry ~ m Business

2024 Warfield Net Taxable Assessment
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Figure 1.3 General Purposes 2024 Assessment Tax Base
RDKB Municipalities
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In 1938, 150 homes were built in Warfield by Cominco, the company that owned and
operated the local mine and smelter. The community evolved initially for families that
worked in the adjacent mining operation. The ongoing provision today of the
community’s water supply by Teck is a reminder of this historical link. The existence
of Teck as a significant employer in the region remains a benefit to the municipality’s
economy, but also influences Warfield’s prospects of developing its own commercial
and industrial assessment base. Warfield is in an unusual and difficult position of
being adjacent and linked to an industry that does not contribute to the community’s
tax base.

When considering opportunities to improve the diversity of the tax base, the primary
factors are available vacant land and the vision the OCP sets for the community —
put differently, vacant lands and the anticipated uses for those lands. A community
with an area of vacant land that is being planned for light industrial uses, for example,
provides the prospect (depending on the market) for industrial uses that may
diversify the local economy and tax base.

The Village of Warfield is constrained in part because of its very small land base of
189 hectares, which gives the Village the distinction of being the fourth smallest
municipality in the province. Emerald Ridge, an area of approximately 31 hectares in
the northern limits of the Village, represents the primary undeveloped portion of the
municipality. Emerald Ridge is undergoing a comprehensive development plan for
residential uses (single, two-unit and multi-family), which would accommodate up to
330 total units (including maximum number of secondary and accessory suites) and
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an estimated 480 people at full buildout. The site has some servicing challenges,
given its topography. A few other vacant residential parcels exist on the edges of the
community, ranging in size between four and nine hectares, all of which are zoned
for large-lot residential uses. There is potential for redevelopment, infill or higher
intensity use of some properties within existing commercial zones (general
commercial and comprehensive commercial). The OCP does not, however,
contemplate significant future commercial or light industrial growth. The OCP notes
that commercial uses found in the commercial core are generally cafes, professional
services, personal services and studio space as well as light industrial uses such as
automobile service and transportation depot. The Plan notes that the Village cannot
accommodate heavy industrial uses due to the lack of suitable sites within the
municipality. Some light industry is permitted in the Comprehensive Commercial land
use in locations along Highway 3B/22 at the northeast gateway to Warfield, where
adequately buffered from residential uses.

The OCP acknowledges that residents rely predominantly on neighbouring
communities for amenities and services, and that “there is little opportunity for
sprawl in Warfield due to constraints of the village boundaries as well as the
steepness of adjacent hill sides. Most of the land within Warfield’s borders has
already been developed.”* While the eventual development of Emerald Ridge will
add to the overall value of the assessment base and population, it will not help to
diversify the assessment.

Figure 1.4 on the following page provides a rough estimate of the impacts of
developing the proposed residential uses at Emerald Ridge, using estimated
assessment values consistent with new one and two-family homes. Figure 1.4 does
not take into account any costs the Village may incur in servicing the properties, or
the time for build-out and absorption of the units. The Figure does, however, provide
a rough estimate of the value that could be realized through development of this
area of the community. Newer dwellings generally have a higher-than-average
assessed value, and residential uses in the Emerald Ridge neighbourhood currently
command higher than average prices. The addition of $640,000 in additional tax
revenue (not including the parcel taxes paid by any secondary suites or accessory
suites that are developed), would enhance the municipality’s ability to fund
operations and infrastructure. If that additional tax base were present today, with all
other values being equal, the newly-developed area would be the equivalent of
adding almost 33% to the Village’s current tax base.

It is worth noting that in the long-term, low density residential uses generally do not
generate wealth for a community. Over the long-term low density residential uses
typically cost a community more in terms of infrastructure servicing than higher
density uses. The Village’s OCP supports smart growth principles, and prioritizes infill,
redevelopment, and densification strategies to enhance quality of life, avoid
continuous encroachment into the natural environment, maintain ecological

Imagine 2040, Village of Warfield Integrated Official Community Plan, Bylaw 846, 2017, p. 28.
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Figure 1.4
Assessment Base and Tax Impacts of Developing Emerald Ridge Lands

Development/Units Per Unit Assessed Value Total Assessment Base

67 multi-family units S400,000 $26,800,000
33 row houses S450,000 $14,025,000
92 one or two unit $600,000 (duplexes) x 42 $25,200,000
buildings $750,000 (singles) x 50 $37,500,000
10 Vacant lots $S400,000 x 10 $4,000,000

(improvements only)

Less current assessed ($1,058,000) $102,867,000

land value

Municipal Property Tax  3.4332 $353,163

Rate (2024)

Parcel taxes and user $1429.30 (water, sewer, $288,719

fees works and services, water
improvement) x 202

Additional tax revenue _ $641,882

integrity, and save money over time.> While some additional infrastructure will be
required, given that some of the road network and services already exists, the
proposed residential development, which will include medium density units, is
expected to generate additional revenues to support the municipality.

Another option available to some municipalities to increase the assessment base is to
expand the municipal boundaries to take in other properties and land uses, usually
from the surrounding (unincorporated) electoral area. Adjusting the boundaries
between two municipalities, such as adding properties currently within the City of
Trail, is also an option; however, it is one that that requires approval from both
municipalities.® Warfield’s current boundaries offer some expansion opportunities to
encompass lands to the north of Warfield, or to the west between Warfield and
Rossland. Teck is a major landowner in the area, which limits development potential;
other adjacent lands are characterized by steep slopes, limiting the development and
servicing potential of properties. Much of the lands to the north represent forested
areas (Talus Hill), and are not consistent with the Village’s vision of avoiding
encroachment into natural areas. In all, while boundary expansion could be pursued,
adjacent lands do not appear to offer significant opportunities to impact or diversify
the assessment base in the short term.

Village of Warfield Integrated Official Community Plan: Imagine 2040, Bylaw 846, 2017, p. 10.
The final phase of the Sustainability Report will consider structural changes to the municipality,
including changes or realignments of the boundary.
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Key Takeaways
The most significant takeaways regarding Warfield’s assessment base include the
following:

* The municipality has a very high proportion of residential property class, and
significant lack of diversity, relative to larger municipalities in the region.

«  The municipality has a limited amount of vacant development land that offers
opportunity to diversify the tax base.

* Development of the remaining area in Emerald Ridge would help to increase
the size of the tax base and generate additional tax revenues for the Village.

+  The municipality’s OCP does not indicate a desire or vision for the community
to significantly alter the diversity of its tax base, or to encroach on existing
natural areas.

« Available options for expanding the Village’s municipal boundaries would not
significantly alter the development or tax class diversity, unless there were
interest and willingness from the City of Trail to realign shared boundaries.

RESIDENTIAL PROPERTY TAX BURDEN

The property tax burden on residents is related to the tax base referenced above. The
most common way to compare the residential tax burden in different municipalities
is to consider the average value of a single-family home in each municipality, and the
combination of property taxes, parcel taxes and user fees paid. Figure 1.5 shows
these 2024 figures for the municipalities within the RDKB. In the past five years the
Warfield property tax burden has consistently been lower than in Rossland (although
the differential has never been as high as in 2024), and higher than Montrose and
Trail, although that gap has narrowed in more recent years. In 2020 and 2021
Fruitvale had a lower tax burden than Warfield, but Fruitvale’s tax burden has been
higher than Warfield’s for the past three years.

Figure 1.5: 2024 Property Tax Burden, RDKB Municipalities

BCA Total Total
House General | Regional ) Total Parcel Total Property
School Hospital [MFAand (Variable Rate User
Vdue . . s Bees ‘ms andcnarse
$65 $0

Grand Forks $413,647 $724 $1,367 $722 $125 $3,003 $3,119 $6,132

Rossland $657,378 $1,146 $2,657 $973 $105 $166 85,047 $237 $723
Fruitvale $444,167 $774 $1,333 $1,154 $70 $145 $3,476 $950 $530 $4,936
Warfield $429,717 $749 $1,475 $635 $68 $143 83,070 $1,000 $561 84,681
Montrose $462,563 $806 $580 $1,228 $75 $146 $2,835 $576 $973 84,

Trail $382,511 $667 $1,368 $777 $60 $13 $2.885 $410 $791 $3,826
Greenwood $263,314 $461 $1,228 $136 $42 $87 $1,954 $0 $859 $2,813
Midway $332,219 $582 $952 $158 $52 $97 $1,841 $75 $664 $2,580
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It is useful to
note that the
average value
of a homein
Warfield is
higher than an
average single-
family home in
Trail, but
significantly
lower than the
average home
in Rossland.
Instead of
showing the
tax burden on
an average property in each jurisdiction, as in Figure 1.5, Figure 1.6 presents the
property tax, parcel tax and user fees property with the same value (5429,717) in the
five jurisdictions that together make up the Greater Trail Area. The figure
demonstrates that the taxes paid in Warfield are the highest for a property of the
same value in the five different jurisdictions. Although each community has its own
local context, services, challenges and priorities, the relative tax burden within other
municipalities in the region can provide some pressure on Warfield Council as they
establish property tax rates.

Figure 1.6
Municipal Tax, Parcel Tax and User Fees
Residential property valued at $429,717 in Warfield, Fruitvale,
Rossland, Trail* and Montrose

Warfield $1,475 $1,000 $561 $3,036

Fruitvale $1,290 $950 $530 ‘
Rossland $1,737 $237 $723 ‘
Trail $1,245 $410 s701 [
Montrose $538 $576 $973 ‘

* provincial statistics (Schedule 704), but includes Trail S260 residential 'Flat Tax'

Ability to Change

Municipalities have the authority to set property tax rates at levels necessary to cover
the costs of municipal operations. Local governments are not permitted to budget for
a deficit, so expenditures cannot exceed their planned revenues. They therefore must
set tax rates at a level that enables them to recover their expenses, while considering
the impacts on residents and the ability of residents to pay. In regions with several
municipalities in close proximity, such as Greater Trail, councils are also aware of the
potential for tax burden to influence location decisions for prospective residents, if
the burden becomes disproportionately high.

Key Takeaways

« The Village’s tax burden on an average home is currently higher than Trail and
Montrose, but lower than Rossland and Fruitvale, placing Warfield in the
middle of the municipalities in the Greater Trail area

POPULATION, DEMOGRAPHICS AND GROWTH

As noted in the Interim Report, the 2021 Census showed that the Warfield grew in
population by 4.3% between 2016 and 2021, the first time the municipality has
grown in 40 years (see Figure 1.7). Despite the growth, the Region’s 2020 Housing
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Needs Report estimates relatively flat population and household growth for the
Village to 2031.

Population, demographics and growth are relevant to factors in the discussion on
sustainability. Consider the following points:

» they speak to the desirability of the community and its potential to grow

« asufficient base population is needed to sustain service levels and support
good governance (as a base for volunteers, council members, municipal
workers)

« diversity in the population base, with a healthy proportion of younger age
cohorts, may help to bolster sustainability

* population growth can be associated with increases in the demand for
services, but can also result in additional grant revenue (small communities
grant is based in part on population, and the Community Works Fund is also
allocated in part based on a per capita amount)

Figure 1.8 presents the 2021 age breakdown for Warfield, Trail and Rossland. The
figure shows that Warfield has a higher proportion of youth (under 14) than Trail, but
not as high as that in Rossland. Warfield has the highest proportion of youth aged 10
to 19 of the three municipalities. The proportion of young adults in Rossland is higher
than in Trail and Warfield. From the age of 20 and older, Rossland has the highest
proportion in each age 5-year age category until the age of 55— 59, when the trend

Figure 1.7
Warfield Population and Population Growth, 1981 - 2021
(2021 Census Data)

2,000 6.0%
1,950

4.0%
1,900
1,850 2.0%
1,800 0.0%
1,750

1,700 ~2.0%
1,650 -4.0%
1,600

-6.0%
1,550
1,500 -8.0%

1981 1986 1991 1996 2001 2006 2011 2016 2021

N Population —em% change
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Figure 1.8
Demographics of Warfield, Trail and Rossland
2021 Census
Warfield Trail Rossland

Age Range Population  Percentage | Population = Percentage | Population = Percentage
0to 14 years 270 15.3% 1025 13.0% 755 18.2%
15 to 29 years 270 15.3% 1245 15.7% 550 13.3%
30 to 44 years 340 19.3% 1305 16.5% 1025 24.7%
45 to 59 years 325 18.5% 1435 18.1% 835 20.1%
60 to 74 years 395 22.4% 1940 24.5% 770 18.6%
75 to 89 years 145 8.2% 850 10.7% 205 4.9%

90 and over 15 0.9% 115 1.5% 10 0.2%

reverses and Trail has the highest proportion, followed by Warfield, then Rossland.
Rossland has a significantly lower proportion of residents over the age of 65 (16.3%)
relative to Warfield (22.9%) and Trail (27.8%). Rossland also has a high percentage of
male residents (ratio of almost 2 to one, or 65 to 70% male) in most age categories,
with some exceptions (30 to 39, 45 to 54, 80+). Warfield and Trail have more equal
ratios between men and women, although Trail has a higher percentage of women in
every age category from 45 and older, with the gap widening more significantly
above age 55.

Ability to Change

Demographics, population and population growth are influenced by a number of
factors. Without a significant catalyst, such as the entry of a new employer, or
significant new development or building activity, changes to population and its
composition evolve gradually over time. The current demographics in Warfield do not
suggest any trends that would be concerning for sustainability. There is not, for
example, a lack of young residents; nor is there over or under representation of any
particular age cohort that may suggest a lack of workforce-age residents, or lack of
services for any specific age demographic.

Key Takeaways

« Lower populations can present difficulties in sustaining a municipality
(although when the population is close to 5,000, that presents other
challenges related to additional expenses transferred to the municipality).

« Population growth at last Census period is a positive sign.

« No obvious concerns were noted with respect to demographics or
male/female ratios that would serve to impact or limit the sustainability.
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OPERATING EXPENSES

The Interim Report highlighted the current state of municipal operations, including
the range of services offered, how services are delivered, and the cost to provide
them. Operating expenses are generally influenced by:

« staff levels (labour typically represents the greatest component of
operational costs)

* number and type of services provided

« level of service provided to the community

« service delivery options — i.e., the availability of options for delivering a
service in efficient ways

In 2023, Warfield’s municipal expenses on a per capita basis were among the lowest
of expenses in British Columbia municipalities — indeed, of the 21 municipalities with
lower per capita expenses, nine did not have either sewer and/or water services.
Municipal expenses are not always easily comparable, given that each municipality
offers a different range of services. Warfield's ranking, however, does suggest that
the Village's operating expenses are neither excessive nor out of line with those of
other municipalities.

One reason for Warfield's relatively low expenses is the range of services provided
regionally or through other local government partners, including fire suppression
(typically a relatively expensive service), sewage treatment, building inspection,
garbage and organics collection, economic development, and significant recreation
facilities. Figure 1.9 shows the per capita expenses for a variety of municipal service
categories based on 2023 statistics.

Delivery Options

Warfield’s municipal staff complement is lean given the range of services offered to
the community. Several services, such as building inspection, bylaw enforcement,
library, several recreation facilities, and operation of the water treatment plant are
delivered — as noted — through contracts or agreements with either the regional
district (RDKB) or neighbouring municipalities (Rossland, Trail) in efforts to reduce
costs and achieve economies of scale. Other resources and expertise are provided
through consultants or contractors, such as planning services through WSP, and
contract CAO, corporate officer and public works consultant positions. The approach
of seeking local government partnerships and using contractors is often a strategy
used by smaller municipalities to minimize costs and maximize efficiency. Not all
small municipalities have the ability to take advantage of these options —more
remote municipalities often have a harder time attracting resources or finding
partners to implement alternative service delivery options.

Public works is the one department where, although there is some contractor
support, the services are primarily provided with in-house staff. A complement of
four public works staff (foreman and three public works officers) spends the majority
of their time on transportation services (maintenance, road clearing, drainage), but



Figure 1.9
Municipal Expenses per Capita (2023)

Overall Municipal Expenses Per Capita $1,936 S2,797 $3,140
Municipal Ranking (of 154) _ 76 94
Administration Expenses Per Capita S427 $738 S341
Municipal Ranking (of 153) 79 _ 59
Transportation Expenses Per Capita S464 $431 S405
Municipal Ranking (of 153) _— 98
Ez;l:aand Recreation Expenses Per $294 $374 $996
Municipal Ranking (of 149) 60 78 -
Water Expenses Per Capita $187 $185 S252
Municipal Ranking (of 141) 63 61 -
Sewer Expenses Per Capita $179 $155 S99
Municipal Ranking (of 146) 83 67 -

Colour denotes lowest third (green), middle third (yellow), highest third (red) of the province’s
municipalities. Seven of the province’s 160 municipalities did not report statistics in 2023.
2023 Statistics, BC Local Government Statistics

are also involved with maintaining a range of infrastructure (water, sewer, roads,
drainage), as well as parks, equipment and municipal facilities (pool, community hall,
etc.). The ability for public works staff to support a variety of services and facilities
allows for efficient use of the staff resources. Transportation expenses are noted as
having a relatively higher per capita cost in Warfield, and given the reliance of all
VILLAGE OF WARFIELD publi.c.work.s de[:.)ar.tments on mainte.nance equipment, and the n.umber of
MUNICIPAL municipalities within the Greater Trail area, there may be potential to explore shared
SUSTAINABILITY resourcing, expertise or equipment with adjacent municipalities to further minimize
costs for the public works, and in particularly the transportation function.
SUSTAINABILITY .
Service Levels
The majority of Warfield’s expenses are on the typical “hard” infrastructure services
— specifically, water, sewer and roads. Aside from roads (transportation), which offer
some ability to set and vary standards related to maintenance and to pedestrian and
bike networks, hard services offer little opportunity to adjust service levels.

ASSESSMENT

NBILSON
STRATECIES Recreation and culture, which is another function that comprises a double-digit
proportion of the Village’s expenses, offers greater flexibility for service level

adjustments. When considering adjustments, however, it is important to

leftside partners inc.
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acknowledge the value that recreational services provide to the community, and to
recognize that these services typically foster a sense of place, improve residents'
quality of life, improve health and can help to attract residents. Given these benefits,
recreation and culture services are not often a popular option for cost-cutting or
service level reductions. That said, Warfield’s recreation agreement with the City of
Trail concludes at the end of 2025. The agreement enables Warfield residents to use
Trail facilities and programs at Trail resident rates, as well as use the library system.
The cost was $151,200 in 2024 and is $157,000 in 2025. A decision to not renew may
represent an opportunity to reduce the Village’s expenses; however, such a decision
could also result in Warfield residents paying higher rates when using Trail facilities.

Warfield’s Centennial pool may represent an option for reducing service levels. At a
net cost of $128,450 per year (2024 budget) the pool has a tax impact of $167 per
year on an average residential single-family property (not including any user fees to
use the pool), even though it is only open for two months of the year. There may be
options to reduce service levels, including the potential to combine operations and
coordinate schedules with the Rossland outdoor pool so that the two jurisdictions
can share a pool manager and common group of lifeguards.

A function in which Warfield provides a service level above that of neighbouring
Rossland is yard waste collection. Both municipalities recently transitioned to having
the RDKB oversee both garbage and organics collection. Warfield levies a user fee for
yard waste collection (garden waste, with branch pick-up on select days) which is
provided 15 times a year through a contract with GFL. Rossland, on the other hand,
provides one spring clean-up curbside collection (all residents also have the option of
dropping yard waste off at the McKelvey Creek landfill in Trail for S5 a load).

Ability to Change

Municipalities have the ability to adjust the services they provide and the levels at
which they are provided, depending on the needs of their residents and the
municipal capacity. Some key services, such as sewage and water treatment levels,
however, require minimum service levels that are set by the province. The cost of
providing key “hard” services, such as water, sewer, and roads are also influenced by
the level of maintenance. Each of these services, and their associated assets, has an
optimal level of maintenance in order to maximize the useful life of the asset.
Maximizing the life of the assets ultimately results in long term savings to the
community, but the ongoing commitment to maintenance is both labour- and cost-
intensive.

Where services and service levels cannot be adjusted, municipalities must instead
consider the most cost-effective way of delivering the services, both in terms of who
delivers the service (regional district, province, municipality, private contractor) and
how the costs are shared. Figure 1.10 itemizes the Village’s services, references the
proportion of the 2024 operational budget that the service relates to, and notes
possible options for service delivery that may offer operational savings, in addition to
comments on impacts to the Village’s overall operational budget.



Figure 1.10
Warfield Services, Delivery Options and Expense Impacts

% VoW
Service Expense
2024

Potential to influence operational
expenses

Delivery Options
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Sewer

Water

Roads
(Transp)

Parks

Rec &
Culture

General
Gov't &
Fiscal

Environ
Health

Protect
Services

Plan &
Develop

15%

17%

19%

2%

14%

26%

3%

3%

1%

Currently participate in shared
treatment facility

Potential for additional
sharing/contracting of duties
and/or equipment

Current agreement with Teck
for water supply

Operations of water treatment
plant contracted to RDKB
Potential for sharing or
contracting additional duties
and/or equipment

Potential for sharing or
contracting maintenance duties
and/or equipment

Potential for sharing or
contracting maintenance duties
and/or equipment

Significant portion provided in
partnership with Trail
Potential to explore options to
change agreement

Reduce pool service levels
(fewer hours; coordinate
service with Rossland)

VoW uses contractors for
CAQ/CFO and corporate
Admin staff work 4-day week

Weekly garbage and organics
provided by RDKB

Could reduce yard waste
collection service

Bylaw enforcement contract
exists with Rossland

Building Inspection by RDKB
Planning contractor delivers
planning services and
subdivision approvals

Limited impact on expenses (less
than 3% of overall expenses)
Primary expense is contract for
treatment (which will increase with
borrowing for plant upgrades),
followed by capital contributions

Addressing supply will be primary
issue and expense

Cost of treatment upgrades

Need to build reserves
Maintenance and administration
represent less than 3% of overall
VoW 2024 operational expenses
Possible to reduce costs through
sharing road maintenance, although
having local staff to respond to a
variety of PW issues represents a
high level of service to the
community

Parks represents less than 1.6% of
overall VoW 2024 operational
expenses so reductions unlikely to
have significant impact

Pool represents a significant cost
Preschool fees and community hall
fees do not recover costs; explore
additional uses for community hall,
although both represent minimal
opportunities for revenues
Reductions to Trail Resident
recreation sharing and library costs
could be significant

Staff levels lean for municipal
operations, with minimal staff and
reduced work weeks. Few
opportunities to reduce costs.
Elimination of yard waste collection
would remove $50 user fee

Minimal opportunities to reduce
services; limited impact changes
would have on overall expenses
Minimal opportunities to further
reduce services; limited impact
changes would have on expenses




Key Takeaways

«  May be some opportunities to consider other partnerships for service
delivery, particularly with transportation/public works (labour and/or
equipment).

« Water supply options are already being investigated; no obvious cost savings
have been identified through partnerships with the City of Trail.

« Some cost reductions may be possible with Trail recreation and with
Centennial pool, providing noticeable impacts on expenses; but may impact
quality of life and amenities for the community.

« Some service reduction options may exist in yard waste collection.

CAPITAL PROJECTS, ASSET MANAGEMENT AND RESERVES

The need for capital improvements was highlighted in the Interim Report; it was also
identified as part of the Village’s 2024-2028 Financial Plan. The capital requirements
stem from necessary replacements, renewal or upgrades to the Village’s
infrastructure, as well as to some projects that are needed to resolve issues with the
Village’s water supply. This section provides an overview of needs as identified in the
Village’s Asset Management database and 2024-2028 Financial Plan. The capital
requirements are then compared to the Village’s reserves using a variety of metrics
to identify required long-term infrastructure investments.

2024-2028 Financial Plan — Capital Projects

The Village’s 2024-2028 Financial Plan identified a number of general, sewer and
water capital projects that were highlighted in the Interim Report, and are repeated
in Figure 1.11 below. The capital projects identified within the plan have funding
sources identified, including a combination of revenues, surplus, grants and reserves.

Figure 1.11
2024-2028 Warfield Capital Projects

VILLAGE OF WARFIELD

MUNICIPAL 2024 2025 2026 2027 2028 5Year Total

SUSTAINABILITY General Fund

General Government $40,000 $40,000

Transportation $345,000 $229,000 $115,000 $150,000 $300,000 $1,139,000

SUSTAINABILITY Recreation and Culture $64,500 $74,300 $138,300

ASSESSMENT e~ |

Treatment Plant $115,000 $115,000

Pressure Reducing Valves $75,000 $115,000 $113,000 $122,000 $114,000 $539,000

Conservation $50,000 $50,000

Other $260,000 $260,000

NBiLSON

left i/ partners inc. Inflow and Infiltration $75,000 $75,000

Lines and Mains $240,000 $115,000 $115,000 $115,000 $115,000 $700,000

Totals $1,224,500 $459,000 $417,300 $387,000 $529,000  $8,016,800

JANUARY 2025
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Asset Management

The Village has asset management information on the Village’s water, sewer, road
network, drainage and building assets including estimated replacement costs (2020
dollars), condition assessments, life expectancy and risk factors. The asset
management database is a useful tool in assessing risk and making decisions
regarding infrastructure investments.

The process of developing an asset inventory and condition assessment includes
many caveats and qualifying assumptions — many assets cannot be viewed and must
be assessed instead using best management practices and assumptions regarding the
life cycle of infrastructure and infrastructure components. Some assets have not
been assigned any life expectancy in the database, further limiting the ability to
assess risk, calculate amortization costs and other metrics to assist in investment
decisions. Notwithstanding these shortcomings, asset management is helpful at
guiding priorities and investment needs. Figure 1.12 reiterates the asset renewal
(replacement) cost of each infrastructure type, which reflect the 2020 costs to
replace an asset so that it provides the same function as it did before (including
associated labour and installation costs).

The information can be combined with the Village’s financial information to calculate
some indicators promoted by Asset Management BC as tools for long-term
infrastructure financial planning, including sustainable annual funding, annual funding

gaps and

accumulated

infrastructure Figure 1.12

funding gaps.” Asset Renewal Costs

equation to

determine Storm water $4,276,036
sustainable Municipal buildings $6,234,400
annual funding, at Transportation (roads) $5,465,889
least for the

purposes of long- Municipal wastewater infrastructure $8,977,558
term financial Water infrastructure $23,382,314
planning forasset | pp, 0rounds $915,000
management, is

to divide the TOTAL $49,251,197
Village’s asset

replacement cost by its useful life. The definition is similar to the amortization of
tangible capital assets that appears in the Village’s financial statements, although the
useful life estimates used for financial reporting (including in the Village’s financial
statements) are shorter than the age and remaining useful life estimated for much of

See How to Write a Long Term Financial Plan for Asset Management, 2023 Edition, developed by
FIT Local Government Consulting Ltd. in partnership with Asset Management BC and the
Government Finance Officers Association of BC.



the Village’s infrastructure assets.® The concept, however, is similar in that
amortization is intended to represent and communicate the annual cost of using that
asset to Village Council, staff and residents. If municipalities set aside reserves each
year equal to the amortization amount, they will be funding the future replacement
costs over the amortization period.

The annual funding gap is a combination of the sustainable annual funding, less
funding sources already used and identified, such as annual contributions to capital
reserve accounts. The accumulated infrastructure funding gap takes into account the
remaining years in each asset’s life, and the amount that would ideally need to have
been saved already, considering the point in the lifecycle. Put differently, it is the
amount that would have already been saved, if the annual sustainable funding
methodology had been placed into reserves throughout the life of the asset. The gap
is therefore the amount needed to “catch up” given the amount of each asset’s
lifecycle that has already been “consumed.” This number can be daunting, but is
intended to be an indicator of where a municipality needs to invest more time to
determine the asset condition to better assess risks and needs, rather than the
assumption that the entire deficit needs to be eliminated imminently.

Based on the information available some highlights of the findings are included in
Figure 1.13. The fact that most infrastructure has long lifecycles and that the
condition assessment is often prepared based primarily on age and best practices,
sensitivity analysis of the sustainable annual funding and accumulated funding gaps
was also calculated and included in Figure 1.13, assuming all assets last for an
additional 25% longer than the life span identified within the Village’s database (e.g.,
for assets that have an estimated life span of 80 years, it was assumed they would
last 100 years). The sensitivity analysis helps to establish a range of funding rather

Figure 1.13
Asset Management Indicators

Accumulated Accumulated Bunding
VILLAGE OF WARFIELD Replacement Value Armu:l Sl Infrastructure Gap if asset lasts 25% | Annual Funding Gap
MUNICIPAL unding Funding Gap fonger
S0

SUSTAINABILITY Municipal Wastewater $8,977,558 $110,197 $7,317,985 $5,672,377
Stormwater $4,276,036 $73,058 $3,908,345 $3,096,485 $5,980
SUSTAINABILITY Transportation (Roads) $5,465,889 $261,794 $3,636,097 $2,870,453 $176,422
ASSESSMENT Water $23,382,314 $297,886 $7,899,992 $6,181,578 $118,586
Deduct Community Works Fund and Growing Communities reserves -$2,530,953 -$2,530,953

NBILSON

STRATEGIES

leftside partners inc.

& Much of the Village’s infrastructure assets are estimated to have a useful life of 80 years, which is

beyond that used in financial statements for amortization (60 years is more common).
JANUARY 2025
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than a precise number, recognizing the limitations of the asset management
assessments and assumptions.

Some other indicators have been used to consider different perspectives on the asset
management information based on risk assessment as a way of prioritizing items
rated in the database as extreme and high risk. Asset management risk takes into
account the likelihood of performance failures, but also the impact of that failure.
The impact of a manhole failing, for instance, would have a different rating than that
of a water or sewer main. Figure 1.14 includes some indicators that help to highlight
different aspects of the infrastructure challenges the Village is facing, and different
ways of evaluating the appropriate investments needed. Figure 1.14 does not
account for existing reserves or annual reserve funding that is already dedicated in
the 2024-2028 budget, so does not identify a “funding gap,” but rather provides an
indication of the risk of upgrades.

It is important to remember the fact that many municipalities are facing similar
challenges with respect to having significant accumulated infrastructure funding gaps
and have insufficient reserves to help address infrastructure needs. Figure 1.15
provides some context from the City of Trail and City of Rossland’s 2024 budget
deliberation process as a reminder that these issues are facing all communities,
including others in the Greater Trail Area.

Figure 1.14
Risk Indicators for Assets

Municipal Wastewater Collection $166,530 $1,685,539 $4,530,404 $6,382,473
Stormwater Collection $3,827,606
Transportation Network $21,893 $538,492 $1,998,765
Water Treatment and Distribution $216,953 $1,710,247 $5,910,075

Investment to replace extreme risk assets in 5 years, high in 10 and medium in 30

-Year1to5 $1,016,731
- Year 6to 10 $935,656
- Year 11 to 30 $542,228
Annual investment to replace extreme and high risk assets in 20 years $216,983
Annual investment to replace extreme, high and medium risk assets in 25 years $824,260
Annual investment to replace extreme, high risk and medium assets in 30 years $686,883
Notes

Does not include building assets and any other assets assigned a low, nominal or null risk value
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Additional
Projects

Asset
management is
generally
intended as a
long-term
infrastructure
investment
planning tool, and
not intended to
replace detailed
capital planning
based on
condition
assessments. It is
not likely to
encompass all of
the Village’s
future capital
needs. Two
projects not
identified in the
asset
management

Figure 1.15
Warfield is Not Alone

To reiterate the point that many municipalities are facing similar
infrastructure gaps, or deficits as they are often referenced, the
following provides an excerpt from Rossland and Trail’s 2024
budget process.

The City of Rossland, in 2024 budget process, increased its water
user fees based on their infrastructure assessment, noting that the
City estimates that about “50 per cent of water infrastructure is in
‘poor or worse’ condition, and will need to be maintained,
upgraded or replaced in the next 10 years at a cost of about
$34.6M or $3.5M per year.” °

The City of Trail noted during its 2024 budget presentation that the
City’s water rates were not sufficient to fund capital into the future,
and that there was a “significant deficit between potential capital

projects and the annual net operating contribution to capital.” *°

The City raised options for funding the deficit, including allocating
additional funds from general surplus, allocating all the Community
Works Funds to the water utility, borrowing $S10 million in 2026 and
pay back over 30 years (Interest is $14.9 million) or increasing the
tax contribution.

process are the upgrades that have been identified for the water treatment plant,
estimated at $1,675,000 (2023) and the need to establish a new water supply, due to
the agreement with Teck, most recently estimated at $10.9 million. While funding for
a portion of the water treatment upgrades ($115,000) is included in the Village’s
2024-2028 Financial Plan, the cost for the remainder of these two projects is in
addition to the amounts identified through asset management.

Surplus and Reserves

Another measure of the health of a municipality is accumulated surplus. Accumulated
surplus is the sum of operating and capital surplus, statutory reserves and equity in
tangible capital assets, and is reported in municipal annual financial statements.
When this figure is considered on a per capita basis, Warfield has the lowest
accumulated surplus per capita of any of the 153 municipalities that shared financial
statements with the province in 2023. The need for accumulated surplus depends in
part upon on the infrastructure — a municipality with minimal infrastructure may
have a low accumulated surplus due to the lack of tangible capital assets, and
reduced need to fund asset renewal. Given that the Village does have water, sewer

2023.

Jim Bailey, “Imminent increase in Rossland sewer and water rates,” Rossland News, December 14,

10 City of Trail, 2024 — 2028 Draft Financial Plan presentation, May 1, 2024.



A%
—— and road infrastructure assets, having the lowest surplus per capita is just one
indicator of the Village’s need to continue building its reserves.

Several of the asset management indicators, including sustainable funding gap and
the accumulated infrastructure gap, take into consideration the existing reserves.
Warfield had not been making significant contributions to its reserves until a policy
shift in 2021. The Village has made significant strides since that time and is now
setting aside increasing reserve allocations and capital funding as part of their
operating budget. Warfield also has some operating surplus as well as cumulative
grant funding from gas tax as well as the growing communities grant that can be
allocated to help address some of its infrastructure needs. The Village’s reserve and
surplus fund status is summarized in Figure 1.16.

While the asset management analysis provides guidance to the ideal annual
contributions to reserves, and the annual gap given the current funding, another
approach that some jurisdictions use is to establish reserve policies that that
reference targets for operating and capital reserves. This practice is more common in
regional districts, due in part to the complication of managing many discreet service
and utility funds, each of which has its own operating reserve, and often more than
one associated capital reserve (equipment, vehicles, capital etc.). Regardless, the
parameters help provide a benchmark of what might be reasonable, particularly for
water and sewer services which, like the regional district services, have their own
separate funds. The RDKB’s reserve policy not only sets targets, but also identifies

Figure 1.16
Reserves and Surplus — End of 2023

End of 2023
Accounts/Funds

Water Reserve $317,435

Equipment Reserve $1,119

VILLAGE OF WARFIELD )
MUNICIPAL General Capital Reserve $69,089

SUSTAINABILITY Community Hall Reserve $1,809

Growing Communities Fund $943,889

SUSTAINABILITY

ASSESSMENT Community Works Fund (Federal Gas Tax) $1,587,064
Other Grants (unspent — Columbia Basin Trust and UBCM

911 Next Generation) 260,163

General Fund Surplus $273,989

NBILSON Water Fund Surplus $374,646
STRATEGIES

leftside partners inc. Sewer Fund Surplus $872,481

TOTAL $4,501,684
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their purpose and how they are to be used. The RDKB policy indicates that operating
reserves should have sufficient funds for two months of operating costs (and notes
four months costs as a maximum). Operating funds are to be created using surplus
(excess operating revenues over operating expenses) from previous years. Minimums
for capital reserves are funding adequate to fund the next three years of capital
projects identified as capital reserve funded in the long-term financial plan (for that
service). The maximum for the capital reserve accounts is funding adequate to fund
all capital projects identified as capital reserve funded in the long-term financial plan
of the specific service area. Figure 1.17 compares these policy terms, and what the
RDKB policy indicates is appropriate, to the Village’s existing reserve accounts (at the
end of 2023).

While the policy represents one comparison, given that the Village does not have —
and is not required to have — its surplus funds and reserve accounts set up as rigidly
as those of the Regional District, the comparison is not as relevant. As well, the
funding targets do not account for the funds the Village has in its gas tax and growing
communities fund accounts, not to mention the flexibility in the use of its surplus
funds.

Figure 1.17
Comparison of Surplus Targets with RDKB Policy

VoW Funds
(end of 2023)

RDKB Policy
Minimum

RDKB Policy
Maximum

4 months, rounded
to highest $1,000

2 months rounded
to highest $1,000

RDKB Operating
Reserve Policy

VoW General

oV benera $402,000 $804,000 $273,989
Operating Fund
VoW Water Fund —

oWV ivatertun $102,000 $203,000 $374 646
Surplus
VoW Sewer Fund —

oW >ewerFun $92,000 $183,000 $872,481

VILLAGE OF WARFIELD Surplus

MUNICIPAL

SUSTAINABILITY

SUSTAINABILITY
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RDKB Capital

Reserve Policy

VoW General Capital
VoW Water Reserve

VoW Sewer

Adequate to fund
projects identified
as capital reserve
funded for the next
3 years of the long-
term financial plan
for that service

$567,800
$528,000

$420,000

Adequate to fund all
projects identified
as capital reserve

funded in the
long-term financial
plan for that service

$1,017,800
$764,000

$650,000

$69,089
$317,435
(Village only has
the Sewer
surplus fund,
shown above)
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Ability to Change

Many of the indicators that rely on the asset management data are intended to assist
in long-term financial planning. Using the information, municipalities can better
prepare for future needs by identifying gaps and building reserves. Indeed, as noted
earlier, the Village is now setting aside reserve funds that, if taken into account with
the Community Works Funds, are close to the sustainable annual funding level, which
represents significant progress from the financial situation five years prior. While the
sustainable annual funding and annual funding gaps represent useful targets,
addressing the “accumulated infrastructure gap” highlighted in this section,
combined with establishing a new water supply system, is a more difficult challenge
to address, with fewer options to fund this gap.

Key Takeaways

+ The Village has a sustainable annual funding need of approximately $740,000
per year over the long-term. Given the existing reserve funding planned in
the 2024-2028 Financial Plan, the funding gap ranges from $183,000 to
$301,000 depending on the ultimate life of its infrastructure assets. If the
Village’s Community Works grant funding, which is approximately $270,000
annually, is dedicated to infrastructure reserves, in addition to a minimal tax
increase (2.7%), it is possible for the Village to reduce and eliminate the
annual funding gap for these assets.

« Inaddition to that investment, the Village has a deficit, or accumulated
funding gap, of $17.8 million and $22.7 million, which would represent a
reduced $15.3 million to $20.2 million if the existing Community Works and
Growing Communities funds (not the subsequent annual amounts) were used
to reduce that deficit. It is not expected that municipalities have the capacity
to simply eliminate their accumulated funding gap or infrastructure deficit;
however, it is useful to understand the magnitude and scope of the deficit.

* Inaddition to this gap, which is based solely on asset management database
(and does not include building assets), the Village is facing two significant
water capital projects:

- Water treatment facility upgrade, estimated at $1,675,000 (2023)
with roughly 40% of those costs needed in the short (5-year) term, of
which only $115,000 is currently allocated in Financial Plan

- Estimated $10.9 million project to create the Village’s own water
supply, in response to an agreement with Teck to no longer utilize the
company’s water supply system that has thus far served the
community

+ Of the asset management database, $4.3 million represents infrastructure
noted as extreme or high risk based on the condition and likelihood of failure



VILLAGE OF WARFIELD
MUNICIPAL
SUSTAINABILITY

SUSTAINABILITY

ASSESSMENT

NBILSON

STRATEGIES

lefts/de partners inc.

JANUARY 2025
PAGE 24

and impact of that failure which, at the level of $740,000 reserve/capital
funding referenced above, could be addressed in a six-year period

BORROWING CAPACITY

Municipalities have the authority to borrow funds for capital projects through the
Municipal Finance Authority. The Community Charter limits municipal authority to
borrow by capping the annual liability servicing costs for municipalities. Liability
servicing costs cannot exceed 25 per cent of eligible municipal revenue. At the end of
2023, Warfield’s available liability servicing capacity was at $577,250. If translated
into 30-year loan at current MFA rates, this capacity translates into the ability to
borrow close to $8.9 million. The annual payment to sustain that level of debt
translates into $752 on an average property valued at $429,717 (tax rate of 1.75 per
$1,000 of assessed value).

Figure 1.18 shows the borrowing capacity for each of the RDKB communities as at the
end of 2023 (impacts are based on 2024 assessment), including impacts on an
average house in each municipality (note that values of the average single-family
house vary by municipality).

Figure 1.18
Borrowing Capacity

Impact on avg. | Impact on avg.

Liability

AT " Borrowing limit home of home of
Municipality Servicing . )

Capaci (30 years) borrowing borrowing

pacity full limit SS million
Warfield $577,250 $8.9 million S752 S421
Trail $4,324,090 $66.8 million $291 S22
Rossland $1,940,716 S30 million $834 $139
Montrose $342,522 S5.3 million S755 S712
Grand Forks $3,279,168 $50.7 million $1,036 $102
Fruitvale $637,260 $9.85 million S718 $364
Midway $432,748 $6.7 million S578 $432

Liability and borrowing limits, and the impacts on average home, are just one
indicator of the challenges for Warfield in borrowing to meet the municipality’s
needs, and the impact borrowing would have on its taxpayers. Figure 1.18 illustrates
how the impact of the same amount of borrowing, in two different municipalities,
can be quite different, given the different tax base (i.e. the fact that residents aren’t
carrying the majority of the burden), but also the different average property values.
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Ability to Change

Given that the limits are set by legislation, there are limited opportunities to change
the borrowing capacity of the municipality, without also increasing the revenues to
the municipality. A municipality may exceed the liability service limit with the
approval of the provincial Inspector of Municipalities, but approval only occurs in
extreme circumstances, such as a health or safety concern.

Key Takeaways

« Warfield, barring any special permission by the province, does not have the
capacity to borrow funds that equal the estimated costs for addressing its
accumulated infrastructure gap, or even just the water intake project without
grant support. The burden of borrowing even half the cost of the water intake
project would result in a significant rise in taxes for Warfield residents.

« Borrowing the same amount has a reduced impact in adjacent municipalities
of Trail and Rossland.

* The relative impact that borrowing has on residential properties is impacted
not only by the size of the tax base, but the diversity of the tax base. Where
the tax base is almost exclusively residential, residents must bear the full
burden of borrowing costs.

INCORPORATION CRITERIA

Another perspective on municipal sustainability is to consider the factors that are
used to establish boundaries for new municipalities. Figure 1.19 references the key
considerations, associated criteria, and an explanation of why the factor is relevant
for the establishment of a municipal boundary. Figure 1.20 then takes the criteria and
applies them to the Warfield boundary to evaluate whether the community would be
supported if Warfield were currently unincorporated, and proposed to be
incorporated as a municipality today.

Ability to Change

The criteria included in Figures 1.19 and 1.20 are fairly consistently applied in
providing an initial “technical” and impartial lens for the purposes of establishing
boundaries for potential incorporation areas. It is not always easy for boundaries to
optimize and/or satisfy each criterion; and there is always an element of community
input to ensure proposed municipal boundaries honour and reflect community
identity. However, the province, through the Ministry of Housing and Municipal
Affairs, has overseen the creation of several new municipalities, and is also acutely
aware of issues facing many of the existing municipalities in the province. The criteria
have been developed over time and reflect the province’s best efforts to help set
new municipalities up for success and long-term sustainability. Those communities
that do not meet many of the criteria therefore become less likely to receive grants
from the province to even examine different structural options.
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Key Takeaways

« Given some of Warfield’s tax base (lack of diversity), lower population and
minimal areas for growth, the community does not meet some of the key
criteria for new municipalities. If unincorporated, the current Warfield
boundaries would not likely meet enough of the municipal incorporation
criteria to be a high priority to receive grants supporting an incorporation
study.
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Factor

Future Growth
and Development

Figure 1.19

Municipal Incorporation Boundary Criteria

Criterion

Incorporation boundaries encompass areas identified for
future growth/development in any Regional Growth
Strategy and/or Official Community Plan.

Incorporation scenarios minimize the amount of
protected agricultural land, and lands designated in the
OCP as Agricultural, and Class 9 farmland within the
boundaries.

Incorporation scenarios represent areas that are large
enough to allow for future growth, but sufficiently

compact to facilitate efficient and cost-effective servicing.

Explanation

The RGS and OCP were developed through
processes that included a considerable amount of
public engagement. The plans identify growth
areas, and land use categories that reference
where future development may occur, and that
speak to allowable uses and densities. A range of
land uses, such as Commercial, Medium Density
Residential, and Industrial are important to include
within the Incorporation Study Area boundary.

Property
Assessment Class

Incorporation scenarios include properties that together
cover a range of property assessment classes. In
particular, efforts are taken to include Class 2, 4, 5and 6
within municipal boundaries due in part to the impacts
these uses often have on local services, the employment
they provide, and the desire for a balance of residential
and non-residential property assessment base.

Incorporation scenarios seek to minimize properties
identified by BC Assessment as Class 9 Farm, due to the
tax impacts to those Class 9 properties (loss of
residential exemptions) after incorporation.

A diverse tax base allows for sharing of the tax
burden across the various property classes and
provides opportunities to balance contributions
from different uses during the establishment of tax
rates.

Agricultural Land
Reserve

Incorporation scenarios minimize the amount of ALR
land included within the municipal boundaries.

Given that Class 9 (farm) properties lose tax
exemptions in a municipal incorporation scenario,
incorporation can present a burden for some ALR
properties.
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Factor

Local Government
Services and
Service Areas
(water and sewer)

Criterion

Incorporation scenarios include the whole of individual
service areas, particularly for utility infrastructure (water
and sewer).

Explanation

Wherever practicable, efforts should be taken to
include whole local service areas within a proposed
municipal boundary. Service planning, governance,
finance and operation are easier to manage when
the entire service area is contained within one
jurisdiction under the responsibility of one local
government, and one jurisdiction has responsibility
and control for both land use and utilities.

Potential Incorporation scenarios accommodate the need for ‘Hard’ infrastructure services are most efficiently
Infrastructure future infrastructure development, in particular provided where the jurisdiction has control over
anticipated expansion of sanitary sewer collection and the utilities and the land use.
treatment systems.
Local Road Incorporation scenarios include only those roads that are | Minimizing the number and length of local roads is
Network required to facilitate efficient transportation and land an important cost consideration for any
use planning, complete communities and that are municipality. The longer the road network, the
important to the local community. greater the operation and maintenance cost borne
by the community.
Incorporation scenarios, wherever practicable, include
complete local roads, and do not create “orphan” road
ends by excluding portions of no-thru roads.
Tax Base Incorporation scenarios create an assessment base that In addition to the diversity of the tax base, having a
is significant in value to support the municipal needs. significant base helps to reduce the tax burden,
particularly for fixed costs, contributes toward
financial resiliency and increases the borrowing
power.
Parcel and Incorporation scenarios follow established lot lines, and | The use of logical contiguous boundaries assists in
natural/physical do not create municipal boundaries that divide lots. providing efficient servicing, and fosters a sense of
boundaries community between neighbours.

Incorporation scenarios use natural areas or community
divisions, where possible, to help preserve communities
of interest, and create logical, contiguous boundaries.
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Factor

Population

Criterion

Incorporation scenarios should have sufficient
population to sustain a resilient community, including
long-term options for municipal candidates and
representation. While there is no express minimum, the
province has indicated a preference for communities in
excess of 3,000 as an ideal target.

Incorporation scenarios should represent areas with
population densities that set the areas apart from their
rural surroundings, and allow for the development and
financing of efficient infrastructure.

Explanation

While several municipalities in BC have small
populations, larger populations are generally
associated with economic viability and resiliency.
Furthermore, larger populations are needed to
ensure sufficient pool of candidates to fill council
positions over time.

Concentrations of people is a key factor in
differentiating between urban development nodes
and rural living. Density is also critical to the
development of efficient infrastructure networks
and more urban local services.

Community Input

Where practical, include whole settlement areas or
communities within the boundary instead of dividing
communities that identify as a node or place.

Preference given to communities where issues regarding
services, service levels and/or governance have been
identified and where incorporation provides a potential
solution to those issues.

Statistics Canada identifies Designated Places and
Designated Centres based on input from the
Province of BC. The boundaries of these
designations may speak to sense of community.
Other communities may develop or define
themselves based on subdivision patterns, or key
features or community hubs such as a park or local
commercial area.

Unless identified for inclusion through other
criteria, areas that are satisfied with the current
regional district model of services, service levels
and governance, and have not expressed any
interest in incorporation are generally not included.
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Figure 1.20

Evaluation of Warfield's Boundaries

Evaluation Criteria Comments

Future Growth and Development

Municipal boundary Includes areas identified
for future growth/development in the OCP.

Boundary excludes lands that are identified as
areas for rural residential development with
densities below 1 unit per 4 ha.

Boundary excludes agricultural, ALR or farm
class (Class 9) land where possible.

Represents compact area with good density for
cost-effective servicing.

Includes Emerald Ridge which is the primary location for future development.
The boundary offers few opportunities for expansion, particularly for
industrial or commercial growth

The boundary includes some large lot residential lands that have some
potential for subdivision, but few large rural acreages. Area is compact with
reasonable density for servicing.

No ALR or farm class lands are included

Boundary is limited by the existence of the Trail City boundary, limiting what
might otherwise be logical boundaries that would improve Warfield’s
property assessment class diversity. Other adjacent lands are constrained by
zoning (Conservation Area), as well as topography (steep slopes and
hillsides). Some further lands along Highway 3B might be worth considering
for inclusion.

Existing Settlements and Regulations

Existing settlement or community nodes are
kept whole, and within the recommended
boundary.

Incorporation scenarios include higher-density
residential nodes and commercial areas that
service those communities

All significant existing development areas within the Warfield community,
including medium-density residential zones and commercial zones are
contained within the boundary.

Preferred options would be to include industrial areas that are adjacent to
the boundary, and provide employment opportunities. Boundary
encompasses the Warfield community, but the community is integrated with
and receives services from adjoining areas.

Population and Population Density
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Evaluation Criteria Comments

Population within boundary exceeds 1,000,
with preferred minimum of 3,000

Population density sets the area apart from its
rural surroundings, and allows for the
development of efficient infrastructure.

Statistics Canada 2021 Census reports a population of 1,753, and a density of
929.3 persons/km? for Warfield. The population is low compared to adjacent
municipalities of Trail and Rossland, but population density is higher than
adjacent communities

Property Assessment Class

Includes properties that together cover a range
of property assessment classes, and is
significant in diversity (in particular provides a
mix of residential and non-residential uses)

The municipal boundary contains limited properties assessed as Class 2, 4, 5
and 6. The 98% residential assessment does not meet recommended tax
base diversity criteria.

Tax Base (Property Assessment Values)

Creates an assessment base that is significant
in value.

At $323 million, the assessment base of the municipal boundary is not great;
however, it is greater than the base in 37 of the 160 municipalities (23%) in
BC today (2024 data). There is potential for an increase with the
development of the Emerald Ridge development, but absorption is likely to
take awhile, and development is still only Class 1 (residential).

The assessment base, at 98% residential, would make the jurisdiction highly
dependent on residential property tax revenues. Only six municipalities have
a total assessment bases with a greater percentage of residential assessment
value (2024).

Local Government Services (infrastructure and
others)

Includes the whole of individual local service
areas for water, sewer, that are provided to the
community.

The boundary includes the entire water and sewer service area, as well as
street lighting; however, a new water source has not yet been established
and may require partnership with the City of Trail. The current preferred
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Evaluation Criteria Comments

Accommodates the need for important future
infrastructure development

source (new Columbia River intake) requires river access and intake pipes to
be located within the City of Trail.

Sewer treatment is done on a regional basis together with City of Trail and
City of Rossland, so shared service provision already provided.

While not infrastructure related, the proximity of Trail, and to a lesser extent
Rossland, mean that recreation facilities are used by residents throughout
the greater region; contributions to these facilities could logically be done on
a broader basis. Library is currently provided through City of Trail.

Local Road Network

Includes only those roads that are required to
facilitate proper transportation and land use
planning, and that are important to the local
community.

Includes complete local roads and does not
create "orphan" road-ends by excluding
portions of no-through roads.

Road network is compact and reasonable for servicing the community.

Natural/physical and parcel boundaries

Incorporation scenarios follow established lot
lines and do not create municipal boundaries
that divide lots

Some boundaries follow logical physical constraints (steep slopes), but others
represent seemingly arbitrary borders with adjacent municipality (Trail).

Community Input

Preference given to communities where issues
regarding service, service levels and/or
governance have been identified and where
incorporation provides a potential solution to
those issues

Residents appear to identify with their community, but still recognize need
for cooperation with adjacent communities, and access services beyond
municipal borders




o CHAPTER 2
CONCLUSIONS

This chapter draws conclusions from the analysis and key takeaways in the previous
chapter that examined a variety of different sustainability indicators, and referenced
options intended to bolster the municipality’s sustainability. The review of the
indicators revealed a mix of results, including some that confirmed the Village's
capacity to operate sustainably over the long-term, with other results that call into
guestion whether operating as a separate municipality is the most prudent approach.
Figure 2.1 highlights some of the varying results.

Figure 2.1
Assessment Highlights

« The municipality has the capacity to set
aside $740,000 per year in sustainable
annual funding for water, sewer and
roads projects, with a minimal $40 (2.7%) Village’s tax base to reduce the burden of
tax increase or combination of a lesser costs on residents

tax ihcrease and increased user fee, « As one of the smallest municipalities in
helping to set the stage for future BC, Warfield has limited opportunities to

infrastructure upgrades, consistent with accommodate growth or to diversify its
the Village’s asset management inventory tax base

and assessment

+ The municipality’s tax base is 98%
residential, with no significant vacant
lands available for diversifying the

« The municipality has an agreement with
Teck to implement a new water source
for the community; a project that,
without grant funding, will exceed its
borrowing capacity.

« The municipality has sufficient existing
Community Works funding that could be
used to address the more immediate
water treatment upgrades that are not
identified through the asset management

- Borrowing the Village’s full $8.9 million
database

VILLAGE OF WARFIELD limit would result in a $752 increase in
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The municipality has the potential to
grow its tax base in the future, adding up
to one third of the 2024 tax base and an
estimated 480 people over time through
the development of Emerald Ridge, which
will enhance the Village’s ability to
maintain infrastructure and community
services

The municipality experienced population
growth in the last Census period

The municipality’s operations are
relatively lean, and the Village has taken
advantage of opportunities to share
service delivery and service costs

taxes, or a 50% increase of the current
municipal rate, not including the $2
million funding gap that remains.

Given the insufficiency of capital reserves
over many years, the municipality has
accumulated an infrastructure deficit
(accumulated funding gap) of between
$15.3 and $22.8 million

- Based on the current land base,

assessment base and population, if
proposed as a municipality today,
Warfield would not meet several of the
province’s standard criteria intended to
help establish a sustainable municipality
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Based on the analysis:

If Warfield were currently an unincorporated community, the current Village
boundary would not likely be supported as the basis for an incorporation
study due to its inability to meet several key criteria for establishing
municipalities — namely a diverse tax base with sufficient population and
economic base with distinct service needs that set the community apart from
adjacent communities.

The Village is faced with upgrades to aging infrastructure — a problem that
Warfield shared with many municipalities. The Village, however, lacks the
borrowing capacity, and the diverse and sizeable tax base to soften the
burden. The lack of any significant non-residential tax base (2%) places the
burden of costs on residential users.

Looming infrastructure upgrades are exacerbated by a lack of funding for
reserves in earlier years, as evidenced by the accumulated infrastructure
funding gap.

The development potential of Emerald Ridge is encouraging in terms of
building new housing stock in a higher-end part of the municipality. Some of
the infrastructure is in place to service these new residences; however,
additional utilities will need to be built. These additional utilities will add to
the Village’s maintenance costs. That said, an injection of newer residential
building stock could help increase funds for the municipality. The Village
could also continue to support other building efforts, including renovations,
addition of secondary suites and accessory suites, which would have the
added benefit of increasing housing with minimal service upgrades, as well as
boosting the Village’s population. Supporting new development is one of the
Village’s primary opportunities to generate additional revenues.

The Village already has a lean municipal operation that takes advantage of
partnerships with other local governments in the current service delivery.
While expanded partnerships could continue to be explored, there are not
many opportunities to significantly reduce municipal costs. Those options
that are available, such as closing the pool and eliminating the Trail
recreation agreement, may be unpopular due to the erosion of recreation
services and programs that speak to quality of life offered by the community.
Other service level reductions, such as yard waste collection, offer some
options, but result in only minimal tax reductions for residents.

Given the Village’s inability to borrow significant amounts, together with the
impacts of borrowing, grants remain one of the only realistic options to
address some of the larger ticket infrastructure items such as establishing a
new water supply. Given the need, the Village may want to consider funding
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a consultant grant-writer to devote dedicated resources to applying for
various funding opportunities.

* The need to establish a new water supply, and the urgency with which that
needs to occur, remains one of the key determinants of the Village’s viability.
Negotiations with Teck on the ability to delay any new water supply, or an
agreement that acknowledges that the project cannot proceed until grant
funding becomes available, would be key to long-term sustainability for the
Village.

* If the municipality must resort to borrowing to fund the water intake, the full
borrowing capacity of $8.9 million would result in an extra $752 in taxes,
representing a 50% increase in the 2024 municipal tax burden on an average
house (not including utility fees and parcel taxes). The remaining $2 million
could be addressed in part with existing reserves (Growing Communities
Fund), leaving an additional S1 million to be generated by the community.

It is worth reiterating that the infrastructure gap is not a problem that is unique to
Warfield. The municipality’s ability to address the gap, however, is constrained by its
reliance upon residential assessment base in raising significant funds to address the
needs, as well as the municipality’s limited ability to borrow funds to address those
needs. It is these two fundamental issues that are ultimately at the heart of the
municipality's sustainability challenge.

While the analysis herein does not conclude that the Village of Warfield is
unsustainable as a standalone municipality, it does raise sufficient concerns that
warrant consideration of available alternatives. The community has historically
identified as distinct from the City of Trail; however, the reality of the current cost-
sharing of amenities and services, facilities and schools speak to the connections and
integration of the communities. Any advantages that may exist from structural
options that enable Village residents to benefit from the industrial uses that are
already located in the immediate vicinity of Warfield, and help realize some of the
upgrades needed to support the community (without the same magnitude of tax
impacts), warrant further investigation and consideration.

The next paper to be provided by the consultants considers the impacts of structural
changes, which unlike the options referenced in this chapter, have the potential to
impact the underlying tax base fundamentals and associated borrowing capacity that
could help to sustain the community.



