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The Town of Osoyoos provides many services that our residents and businesses rely on every
day. Balancing the services and those levels with the ability to pay through property taxes, service
fees, and grants is challenging.

Decisions for budget 2023 and beyond will be even more challenging as we have inflation at its
highest level in years.

Osoyoos is a special municipality. We have a very favorable climate and are home to Canada's
warmest freshwater lake. This results in thousands of people visiting and enjoying our community
annually. During the winter, Osoyoos is home to many snowbirds who want to escape harsh
winters and enjoy our beautiful town. We also realize a steady "resident" population increase of
about 2% per year, illustrated by the Canadian census.

Tourism is the backbone of our community. Due to this reliance on tourism and the extraordinary
number of visitors we welcome, we have been designated as a resort municipality. That
designation creates both challenges and opportunities. The opportunities are that businesses can
flourish on tourism dollars, the Town receives an additional tourism grant and the construction of
facilities for these tourists can also be enjoyed by residents. However, having this influx of visitor's
means we must provide services that continue to increase with public expectations. Solid
infrastructure, clean streets, beaches, and various amenities such as Gyro Park bring new and
repeat visitors.

Looking after our full-time residents' and businesses' needs is also of utmost importance. You live
here and are the ones that ultimately own the companies and fill the jobs that both visitors and
locals enjoy. People have come to expect and demand the municipal services currently provided;
in some cases, more is requested. Balancing the everyday needs of our permanent residents and
the needs of our tourism industry is challenging. Still, Administration believes the budget being
presented balances these needs with increases that align with the current financial practices.

The proposed 2023 Operating budget maintains existing service levels and incorporates
extraordinary inflation. It also has an adjustment to the bylaw services based on comments from
the public, some additional funding for an increase to part-time work, and a recommendation for
increasing reserves. The increase in reserves provides security for our ongoing sustainability.
Other pressures facing Administration not included in this budget include additional resources for
the landfill and community services which are struggling with staffing hours of operations and
addressing increased demand for support from the community's volunteers. These pressures will
be absorbed in 2023 but are a risk for potential increases to the operating budget in the near
future. There are also commitments for increased attention to OH&S, communications, project
management, and asset management, which Administration will discuss over the coming months
to determine if there are opportunities for addressing with our existing resources. Other
challenges include the attraction of employees to our town for both technical positions and even
seasonal help. This is not a problem isolated to Osoyoos. It is a provincial and national problem
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that will result in either budget pressures or service level impacts. Unfortunately for the Town (and
of businesses), the difficulty of attracting personnel is even greater due to the high cost of
accommodations. It is likely that many of these identified risks will have future budget impacts.

Our Chief Financial Officer has prepared a budget with all the details, which I encourage Council
and residents to review. A summary of what I would call the big three budgets, Administration is
presenting the following increases within the detailed budget documents to the average home
that had a property assessment value of $631,900 for the 2022 tax year:

Municipal budget with a $3.73 a month or $44.81 per year increase (5%).

From a sewer perspective, the cost to maintain the existing services is $3.14 a month or $37.69
per year increase (12.48%).

Water, the increase to maintain the existing services is $2.96 per month or $35.47 per year (9%).

These increases are about keeping the status quo.

What I want to focus on within this budget is the sustainability of the Town and the decisions
needed to maintain our quality of life in the most cost-effective manner possible.

The project forecast and funding requirements need to be considered from a longer-term capital
perspective. The Town has many assets that need significant maintenance or replacement. Many
of the costs for these items can be pushed into later years, but they are still in our near-term
future. We will need to incur significant debt. Our current debt is about $10M, which will increase
to $33M if all items within the 5-year capital budget are approved. Although much of the debt
would be applied to utilities, if all the debt was applied to property taxes, the average residential
home would realize a property tax increase, equating to about $450 per annum in 2027. In
addition, our reserve is projected to deplete from $18M to $6M. Unfortunately, this does not mean
all our assets will be new. Further debt will be required to repair our roads and replace other aging
infrastructure on things like Desert Park, roads, and our underground utilities, all with the added
pressure of significant cost escalations due to extraordinary inflation.

It is also important to note that the Town does not have an Asset Management Plan, which will
provide a more detailed listing of assets that require replacement or maintenance. This plan will
undoubtedly identify further capital requirements that are not identified in the 5-year financial plan.

Accounting best practices include provisions for amortization which the Town has not funded.
This means that as an existing asset depreciates, funding should be allocated to a reserve for its
replacement at the end of its life. When this is done, funding is available through reserves to
replace that asset.

Amortization using accounting principles for Osoyoos infrastructure, including buildings, furniture
and equipment, road infrastructure, and drainage, amounts to nearly $1.6M per year. It is also
important to note that this is the depreciation of the asset's original cost. It does not include
inflation to reconstruct the asset, which would be significantly more. Funding the total amortization
amount is difficult and many municipalities do not adequately budget for this. However, these
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depreciating assets will not go away and ignoring the financial obligation does catch up with an
organization which is happening to us now since many of our assets are reaching the end of their
life cycle.

A lot of work needs to go into our long-range financial plan, which includes an asset management
plan. A good asset management plan would provide improved information, making decision-
making easier for Council.

To address the longer-term infrastructure costs, Administration is recommending that municipal
taxes and utility fees be increased by an additional amount above the costs to maintain the
services described earlier. Understandably, this will not be popular with our property owners and
utility users in the short term. Still, the alternative is compounding debt loads that will consume
future property owners/utility users as most capital projects, will require borrowing to complete.

The following is the effect a sustainability fund would have on a typical residence valued at
$631,896 for the 2022 tax year. This would be in addition to the regular tax increase required to
keep the municipality operational as identified earlier.

Municipal tax: Sewer: Water:
$3.71 per month $3.33 per month $2.50

To start the process of dealing with our depreciating assets, Administration is requesting the
typical residential homeowner contribute this additional $9.54 per month to prepare for future
infrastructure repairs and replacement.

This type of an increase will be required for a few years but will make a dramatic difference to our
overall bottom line overtime. It will also assist the financial planning process whereby investments
can be analyzed versus borrowing for every project, thereby saving tax dollars.

It is also recommended that this increase of $9.54 be compounded annually to property taxes and
utilities for the next few years. If Council chooses to, they could also decide to increase this
amount as it is understated based on the needs.

Apart from the obvious that additional funding is required, there are some positives. Although
within the budget, grant funding for things like water is factored in (even though the grant is not
guaranteed), some additional grants will likely become available to offset some of the required
expenditures. In addition, we are on the lower end of the spectrum when comparing our utility
fees and property taxes with other municipalities. To put into context, the following tables illustrate
comparator municipalities along with their taxes and utility charges to an average residential
home.
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2022 Property taxes for a typical residential home (includes education taxes)

Municipality

Total Taxes

Osoyoos

$2,600

Oliver

$2,595

Peachland

$3,374

Penticton

$3,306

Summerland

$3,102

West
Ke I own a

$4,018

Average Property Tax is $3,166

For the average house in Vancouver property taxes were $5,01 8 (2020 taxes) - (1 .93 times higher
than Osoyoos)

Sewer
Municipality

Typical

Osoyoos

$302

Oliver

$311

Peachland

$335

Penticton

$316

Summerland

$441

West
Kelowna

$393

Average annual amount $350

l/Vater
Municipality

Typical

Osoyoos

$394

Oliver

$361

Peachland

$321

Penticton

$549

Summerland

$669

West
Ke I own a

$771

Average annual amount $511

For the average house in Vancouver, the water and sewer charge was $1,503 (2020) -(2.16 times
higher than Osoyoos)

Every municipality is different and has its challenges. Finding the balance between maintaining
existing infrastructure, improving it when there are regulatory changes or needing to
accommodate growth, and dealing with the increased demands on soft services, including
infrastructure to attract tourists, is difficult when revenue sources are limited. Fortunately, our
community is still growing and is the desired destination for thousands of people. Investing in our
infrastructure and social/visitor attractions is essential to our future.

By comparison, our primary revenue sources are relatively modest. Unfortunately, we haven't
capitalized on this difference in the past which has previously benefited our community but has
only delayed addressing the hidden infrastructure deficit.

Regardless, Administration is now recommending a shift from the current practice of remaining
conservative from a property tax and user fee perspective change.

Moving to a financially sound sustainable community is recommended by Administration.
Adopting a dedicated "sustainability" fund increase to address the current infrastructure deficit is
a wise investment in the community. Over time, a dedicated annual incremental capital funding
increase to the municipal and utility budgets will position us well into the future.
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Although the need is significantly greater to start dealing with our depreciating assets,
Administration is requesting the typical residential homeowner contribute $9.54 per month to the
Osoyoos Sustainability fund. This amount would be compounded annually for at least the next
five years. However, in year three, Administration hopes to have an Asset Management plan and
other infrastructure plans completed, enabling a more informed, detailed discussion on the state
of our infrastructure and the maintenance/replacement financing options.

I look forward to discussions on building for our future and continuing to offer Canada's warmest
welcome.

Sincerely,

Rod Risling
Chief Administrative Officer
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