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DEPARTMENTAL OVERVIEW

OUR VISION

It isthe vision of the Department of Municipa and Provincid Affarsthat the people of Newfoundland
and Labrador enjoy healthy, safe and sustainable communities supported by strong local
governments

OUR MISSION

The misson of the Department is to be progressive, adaptable and professional in working withthe
people of our province to devel op strong, self-reliant local gover nments capable of leadership and
serving the best interests of their communities.

OUR LINES OF BUSINESS

The Department’ s programs, services and activities fall within five core lines of busness. These are:

Palicy and Planning

This function involves the development and maintenance of palicy, legidation, programs and services in
support of loca governments, including land use policy and devel opment planning, regional gpproachesto
sarvice delivery and local governance issues.

Municipal Support Services

This function involves conducting adminigrative reviews of municipdities, development and adminigration
of municipa financing and management strategies and policies, adminidration of grants and subsdies;
examination of loca governments financid operations; refinancing of cagpita funding and monitoring levels
of debt.

Municipal Infrastructure and Engineering Services

Thisfunction involves the provision of programs, services and financing to support the development and
maintenance of municipa infrastructure, particularly water and sewer systems, as well as provison of
engineering services and maintenance of sandardsfor the design and ingtalation of municipd infrastructure
isasggnificant function of the Department. The development of municipa infrastructure has been apriority
for the Department and therefore, Sgnificant effort has gone towards supporting municipditiesin providing
and maintaining municipd infrastructure.

Provincial Affairs

In addition to the municipd affairs mandate, the Department administers business functions which centre
on protecting the provincid interest. It includes the provision of emergency measures and emergency
response planning and training; aswell asfire protection and prevention services. The department also has
statutory responsbilitiesin reation to provincid affarslegidation, such as Remembrance Day, the annud
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pilgrimage to Beaumont Hame and regulation of the use of the province's Coat of Arms.

Corporate Services

Human resource adminigtration, financia adminigration, information technology and genera operations
support are provided by the Corporate Services business function. Thisis shared with the Department of
Innovation, Trade and Rura Development and the Department of Government Services, with Municipa
and Provincid Affairsin the sewardship role.

ORGANIZATIONAL STRUCTURE

The Department’ s heed office islocated in St. John's. Therearefour regional officeslocated in St. John's
(Eastern Region), Gander (Centra Region), Corner Brook (Western Region ) and Happy Valey-Goose
Bay (Labrador Region). Emergency Services and Fire Prevention have offices located in St. John's and
Deer Lake. Head office concentrates on policy and planning, support services and some service delivery.
Regiond offices primarily provide service ddivery.

The Department has three Branches - Engineering Services, Policy and Planning, and Municipa Services.
The Engineering Services Branch has two main functions: regiona engineering support services and
indudria water sysems. The Policy and Planning Branch has two main functions: policy and planning
research and land use planning. Municipa Services Branch has three functions: corporate services,
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emergency sarvices and fire prevention and municipal support services (figure 1).

Figure 1 - Organization Chart

Page 2 of 21



LEGISLATED MANDATE

The Department has stewardship over 34 pieces of legidation aslisted below in figure 2. Inquiriesrlated
to legidation can be directed to Regional Managers, the Director of Regional Operations, the Director of
Urban and Rurd Planning or the Policy and Planning Division.

Figure 2 - Legidation

Labrador Act

Mineral Emblem Act

Municipal Affairs Act

Municipal Elections Act

Municipal Ticketing Act
Municipalities Act

Pippy Park Commission Act

Provincial Anthem Act

Provincial Flag Act

Regional Service Boards Act
Remembrance Day Act

S. John's Assessment Act

<. John’s Centennial Foundation Act
<. John’s Municipal Council Parks Act
Standard Time Act

Taxation of Utilities and Cable Television Companies Act
Urban and Rural Planning Act

Assessment Act

Avian Emblem Act

Building Standards Act

City of Corner Brook Act

City of Mount Pear| Act

City of &. John's Act

Coat of Arms Act
Commemoration Day Act

Crown Corporations Local Taxation Act
Emergency Measures Act
Evacuated Communities Act
Family Homes Expropriation Act
Fire Prevention Act, 1991

Floral Emblem Act

Housing Act

Housing Association Loans Act
Housing Cor poration Act

FINANCE AND GENERAL OPERATIONS

In fiscal year 2003-04, the Department had a gross budget of $138.5 million. Approximately $129.3
million or 93.4 per cent was budgeted for financid assistance to municipdities through such programs as
municipa operating grants, financia support for municipd infrastructuredevel opment, debt relief and specid
assistance. Theremaining $9.2 million or 6.6 per cent wasdirected to expendituresin sdariesand operating
costs to deliver programs and services, including corporate services to the Departments of Innovation,
Trade and Rurd Development and Government Services.

The Department had budgeted for revenues of $36,885,500 from the federal government and $578,800
from other provincia sources. The remaining $101,040,300 would be provided by the Provincia
Government.

HUMAN RESOURCES

In 2003-04, the Department had a permanent staff complement of 119 positions and also employed a
number of temporary and contractud staff. The educational backgrounds and expertise of Departmental
deff isreatively diverse and reflects the Department’ srolein providing technica expertiseto municipdities
inareasof financid management, municipa administration, engineering, planning and policy, and emergency
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savices. As wadl, the Department has gtaff responsible for administration, human resources, and
information technology. Departmentd staff also help establish and provide training programs for eected
and non-dected municipd officas.

The Department will continue to address the human resource issues of recruitment, retention, training and
adequacy of human resources.

The Department of Municipa & Provincia Affairs developed a Human Resource (HR) Plan in October
2002 as part of a Government wide initiative to identify and address systemic barriers to Government
retaining, developing, and managing employees. The HR Plan identified critical human resource issues
facing the Department and recommended Strategies and actions to address these issues.

As pat of the HR planning process, the Department developed a comprehensve Training and
Deveopment Plan outlining training priorities for the Department for the subsequent two years. Training
activities were largely based on legidative requirements or needs required to ensure knowledgesble and
efficient service. The Training and Development Plan asssts the Department in achieving its misson and
goals =t out in the Strategic Plan.

The Department continuesto achieve progressin implementing human resource sirategies which contribute
to the success of the Department.

INFORMATION TECHNOLOGY

In 2003 — 04 the Department began enhancements to its Municipa Information Management System
(MIMS). These enhancements include:

T Converting the Water Supply module to a web based application
T Upgrading the Municipa Profile module, and also
T Upgrading the Municipa Finance module.

The Water Supply module captures data on water samples test results, boil advisories, water supplies,
service areas and the number of households serviced by each water supply.

The Municipa Profile module captures data on municipalities, such as date of incorporation, mayors,
councilors, administrators and population.

The Financia module captures data on municipdities’ tax rates, budgets and financid statements.

At year end aportion of the Water Supply module was completed which dlowsthe Hedlth Labsto directly
enter water test resultsinto the system. The Municipa Profile enhancements were completed by year end
with tegting and implementation to be completed in the spring. Enhancements to the Finance module are
scheduled for completion in thefal of 2004.

MIMS is an enterprise application that is accessble by the Departments of Health and Community
Services, Government Services, Environment & Conservation, and Municipa & Provincid Affairs.
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The IT Divison aso continues to provide support & maintenance to the Departments of Government
Services (GS), and Innovation, Trade & Rura Development (INTRD).

SHARED COMMITMENTS

STAKEHOLDERS

The Department hasawide sphere of stakeholders. Itsprimary clientsarethe province s286 municipaities
and 182 local service digtrictswhich represent gpproximately 96 per cent of the population. Therearedso
137 unincorporated communities.

The Department interactsfrequently with many provincia and federal government departments, particularly
in land use planning, infrastructure development and environmenta issues, such aswater quality and waste
managemen.

The Department works closaly with numerous organizations and associations including, but not limited to
the following:

Newfoundland and Labrador Federation of Municipdities
Newfoundland and Labrador Association of Municipal Administrators
Newfoundland and Labrador Association of Fire Chiefs and Firefighters
Combined Councils of Labrador

Various regiond joint councils

Roya Canadian Legion

Multi-Materias Stewardship Board

Municipa Training and Development Corporation

Atlantic Canada Opportunities Agency

Atlantic Canada Water Works Association

Lending inditutions

Educationd indtitutions

Engineering Consultants

—

e e I I I I I

RELATIONSHIPSWITH STAKEHOLDERS

The Depatment’s role traditiondly involved a hands-on approach to providing services to municipa
authorities. Staff have been extensively involved inthefinancid, adminidrative and technical affairsof many
municipdities that have needed or requested assstance. However, as municipa authorities mature, the
Department’ s role has been moving towards that of policy-maker, advisor and facilitator.

Aswidl, the movement in the direction of regiona sharing of services has helped reduce the need for the
Department to provide hands-on assstance to municipdities.  Communities that have entered into
cooperative arrangements have been abletoimprovetheir adminigration and service ddlivery which lessens
the need for direct intervention by the Department in the affairs of communities. While the Department
continues to be extengvely involved in many areas of municipa governance, itispogtioning itsdf to beless
hands-on by helping create an environment that enhances municipd autonomy, sdf rdiance and
accountability.
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For communities to effectively provide services which their resdents require and are able to afford, they
require the necessary legidaive, financid and management tools. It isthe primary role of the Department
to asss in providing these tools.

I naddition to the obvious need to build and maintain strong, hedlthy reationshipswith municipa authorities,
rel ationships with other provincid and federal departments and agenciesis equaly important. The ability
of the Department of Municipa and Provincia Affairsto meet itsstrategic goasand objectivesisimpacted
sgnificantly by the activities of other organizations. Continued consultation and cooperation with these
organizations is therefore necessary to develop and work towards shared commitments that are mutualy
bendficid.

PARTNERSHIPS AND COOPERATIVE INITIATIVES

In 2003-04, the Department continued to examine, evaluate and develop an appropriate offering of
programs and services to ensure strategic issues are addressed and to assist smaler rura municipdities
meake the trangtion to salf-reliance and autonomy.

The Department has been successful in establishing constructive partnerships that have led to improved
policy, services and programs. Our strongest partnerships are with the locad governments, the
Newfoundland and Labrador Federation of Municipdities, the Combined Councils of Labrador, the
Newfoundland and Labrador Association of Municipd Adminigtrators, and the Newfoundland and
Labrador Association of Fire Chiefs and Firefighters.

Municipal Training and Development Corporation (MTDC)

The Department continues to be an active member of the Municipa Training and Development
Corporation. Theother membersare: Newfoundland and L abrador Federation of Municipdities(NLFM);
Newfoundland and L abrador Associationof Municipa Adminigtrators(NLAMA); and Combined Council
of Labrador (CCL).

The collective vision of the MTDC is “... drong, effective and sdlf-sustaining municipal government
provided by knowledgesble competent dected officias and qualified professond gaff through a
partnership process....”

The Lines of Business and drategic objectives of the MTDC are asfollows:

. Communication . . . To promote the Municipa Training and Development Corporation and its
purpose by developing and implementing strategiesthat will support effective communicationswith
our stakeholders.

. Training . . . To enhance the knowledge base of municipa administrators, councillors and other

municipd staff and volunteers by designing and dedlivering training services that are based on
identified needs, timely and cogt effective, and subject to continuous evauation and modification
asrequired.

. Professional Qualifications Requirements and Standards. . . To establish and communicate
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acertification process for municipa adminigtrators and other saff, setting minimum standards for
education, experience and competency.

. Funding . . . To ensure the sustained and continued growth of the Municipa Training and

Deveopment Corporation, itsprogramsand servicesand itsability to achieveitsmisson, goasand
objectives by seeking and effectively utilizing al sources.

Memorial University of Newfoundland

The Depatment continues to support Memoria Universty’s Certificate Program in Municipa
Adminigretion. It is hoped to arrange for some credits from the core program to be used with the
Certificate Program. Graduates of the MUN Certificate Program will be digible for credits with the
National Advanced Certificate in Locd Authority Adminigration (NACLAA). The NACLAA isajoint
venture of the University of Alberta and Dahousie Univergity in Nova Scotia. The completion of this
program will dso fulfil the educationa requirements for nationa accreditation as a Canadian Loca
Government Administrator.

Municipal Training Financial Assistance Fund

The Department again provided financia support to the Municipa Training Financid Assstance Fund.
Adminigtered by the MTDC, the fund has two financia programs available: Matched Training Financia
Assstance Program; and Municipa Training Partner Support. The Matched Training component
reimbursed fifty percent of the cogtsincurred by municipa councillors and seff to attend training programs
provided by or sanctioned by the M TDC. The Partner Support component provided assistancetoMTDC
partners and other agencies who were ddivering specidized training to municipa councillors and staff.
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HIGHLIGHTS AND ACCOMPLISHMENTS

REGIONALIZATION INITIATIVES

In 2003-04 a number of municipdities explored the benefits of service sharing in areas such asfirefighting,
waste management and water and sewer. Government supportsthe concept of regiona sharing of services
and will facilitate processes to explore this option for municipalities that request our support.

The Department has received anumber of requests from municipditiesfor funding for feasibility sudieson
the regiond sharing of services.

Catalina/Melrose/Port Union Merger

The Department is continuing to work with the Towns of Catalina, Port Union and Merose towards a
merger of the three municipalities to create anew Town caled Trinity Bay North. Thisisaninitiativethat
the three town councils decided on some time ago because they wanted to provide their residents with
better ddlivery and enhanced municipa services. By working together asthe Town of Trinity Bay North,
Catdina, Port Union and Mdrose can maintain their individudity, yet come together to offer areasonable
tax sructure thet is congstent with other towns in Newfoundland and Labrador. Thiswill ultimately help
themattain thefinancia stability necessary to provideimprovementsin municipa infrastructure. In addition,
by coming together, many duplications of services such as adminigtration will be avoided.

The mayorsand councillorsof these three towns have recognized that thereis strength in numbersand have
demongtrated strong leadership in coming together to address the challenges of the future.

Community Co-operation Resource Centre (CCRC)

This year, the Department, in partnership with the NLFM, created the Community Cooperation Resource
Centre (CCRC) to undertake quantitative research, collect data, undertake rigorous analysis and publish
research on the nature of, structure of, and financia benefits of inter-municipal cooperation.

The CCRC proposesto encourage grester municipd financia viability throughinter-municipa cooperation
by collecting the necessary data, creating a profile of councils and councillors, developing illudtrative case
studieson inter-municipa cooperation, disseminating sample contractsand other materids, and developing
workshops oninter-municipa cooperation. The CCRC will dso play therole of broker or facilitator when
municipal governments request assstance in cooperative activities.

The Federation will use the materials and research provided by the CCRC in a campaign to raise
awareness among municipa leaders of the financid and adminigtrative benefits of greeter inter-municipa
cooperation. The materiaswill beintegrated into workshops offered by the Federation and the Municipa
Traning and Development Corporation. The research will be used in the preparation of Municipa News
articles as well as Federation Policy Papers on inter-municipal cooperation.
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LEGISLATION

Municipal Ticketing

In May 2003, legidation was passed enabling the Minister of Municipa and Provincid Affairsto provide
authority to municipdities to implement a ticketing system for violations of municipa regulations.
Municipdities will have to demondtrate their ability to effectively implement a ticketing system before
recelving Minigteria gpproval to proceed in this direction.

Over the past year, the Department continued to pursue aframework for amunicipd ticketing system. The
Department participated on a committee led by the NLFM that has been charged with examining and
making recommendationsto the Minister on the criteriafor determining which municipdities should receive
goprovd to implement aticketing sysem. The committee has aso been examining the types of offences
that would beticketable, theamount of thevoluntary paymentsand ticketsand thetimeframesfor payment.

In the meantime, the Department has proceeded to work with the three cities in the province to develop
regulations enabling them to implement aticketing system for property related violations.

Regional Service Boards Act

In February, the Regional Service Boards Actwas proclaimed. This Act dlows government to formally
establish regiond authorities in areas where municipalities desire to work together to provide improved
municipal services. For those municipdities who want to work as aregiond authority, this Act will dlow
themto provide more economical and beneficia services such asregiona water supplies, regiond sewage
disposal systems, regional storm drainage and/or regiond solid waste disposal Sites. These authorities,
which will be comprised of loca government representatives, will also have the ahility to impose fees and
levies as necessary to finance their operations.

In the past, management of regiond service ddivery sysems was on an informa or semi-forma
arrangement with some form of inter-municipa agreement outlining the terms and conditions of the co-
operative arrangement. They were not enforceable under alegidative regime which impacted on the scope
of theregiona arrangement. Under the forma structure of the Regional Service BoardsAct, deding with
large municipa issueswill begreatly improved. Essentidly, thisAct formaizesand expandsexigting regiond
service provisons.

Currently, there are severd waste management committees operating within the province which support
this approach and are seeking authority statusin order to facilitate regional approaches and responsesto
waste management. In particular, the Waste Management Committeesin Green Bay and on the Northern
Peninsula are seeking authority status.

The Provincid Waste Management Strategy recognized the need for regiond waste management
authorities. It promotes this approach as away to reduce the number of waste disposal Siteswhile giving
municipaities, locd service didricts and unincorporated communities more say in how their waste
management is addressed.

Municipal Governance Legislation
On an on-going basis, the Department works in close contact with the Federation of Municipdities and
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individua municipdities on various agpects of municipa governance which can range from areview of an
entire Act, to bringing forward legidative amendments.

ST. JOHN'SHARBOUR CLEAN-UP

Over the past year negotiations concluded with the signing of a Canada-Newfoundland and L abrador-St.
John's Strategic Infrastructure Fund Agreement on the clean-up of the St. John’s harbour.

On November 4, 2002, the Governments of Canada and Newfoundland and Labrador with the
municipditiesof St. John’s, Mount Pearl and Paradi se agreed to work together to devel op anew collection
and treatment facility for al the sewage in the &t. John’s Harbour sewer shed. The totd cost of the
undertaking will be gpproximately $93 million and will bejointly shared between thefederd, provincia and
municipal governments, on a one third, one third, one third basis.

Currently, 120 million litres of untreated sewage flow into the St. John’ sHarbour each day. Thisinitiative
will help prevent further pollution of the harbour and provide aworld class sawage system.

GRAND FALLSYWINDSOR - BISHOP'SFALLSSTUDY

InJuly 2003, aFeas bility Study wasinitiated to examine the future governance and operationa modelsfor
the two towns of Grand Fals’'Windsor and Bishop's Fals. The study was to focus on the feasibility of
creating anew city and/or shared servicesthat currently exist. The Commissonerswere further instructed
to evauate the effect of the proposed merger on service ddlivery, capitd works requirements, long term
debt, revenuesand expenditures, access by the public to € ected and/or gppointed officias, and commercid
identities.

The Feaghility Study onthe Co-operative Merger of the Townsof Grand Falls’'Windsor and Bishop'sFalls
was submitted in November 2003.

MUNICIPAL INFRASTRUCTURE DEVELOPMENT

Government continued to make subgtantia financia investment inmunicipd infrastructure. The Department
adminigers 5 programs for the development of municipa capita works:

C the Canada-Newfoundland Infrastructure Program (CNIP)
C the Municipd Capitd Works Program (MCWP)

C the Multi-Y ear Capital Works Program

C Specid Assistance Program

C the Inuit People' s Agreement

This resulted in funding for municipa infrastructure of gpproximately $92.9 million broken down asfollows
in Figure 3.
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Figure 3: Municipal Infrastructure Funding

Project Type Municipal Capital Canada/NL Multi-Year Soecial Assistance Inuit Peoples Total

Works Program Infrastructure Capital Works Agreement

Program Program

# $ # $ $ # $ # $
Disinfection 10 366,906 14 880,147 | — — — — — — 24 1,247,053
Assistance
Program
Water/Sewer 87 | 11,289,74 78 | 21,268,11 | — | 23,882,051 99 358,926 4 | 2,840,00 || 268 59,638,838

5 6 0

Paving and/or 41 | 6,679,420 — — — 7,516,016 11 88,365 | — — 52 14,283,801
Road
Reconstructio
n
Solid Waste 5 136,156 — — — 34,000 1 1,000 — — 6 171,156
Management
Recreation 27 | 4,705,451 — — 1,407,500 4 35,800 1 | 330,000 32 6,478,751
Buildings/ 19 | 4,934,425 — — — 3,996,046 56 395,355 4 | 1,727,50 79 11,053,326
Firefighting 0
Equipment
TOTAL 189 | 28,112,10 92 | 22,148,26 | — | *36,835,61 171 879,446 9 | 4,897,50 || 461 | **92,872,92

* Notional funding allocation based on a three year cost-share program.
** Figures from unaudited internal data base

Canada-Newfoundland I nfrastructure Program

2003-04 was the third year of implementation of the Canada-Newfoundland Infrastructure Program
(CNIP). Under this program, the federd, provincid and municipa governments will cost share $156
million on infrastructure in the province over five years. 1n 2003-04, $22.1 million was committed under
this program. Including commitmentsfrom the previousyear, thetotd amount expended was$28.8 million,
for which the Federd Government share was $9.6 million.

The Provincid and Federd Governmentsin consultation with the Newfoundland and L abrador Federation
of Municipdities determined that the top priority for expenditures under this program is water and sewer
and drinking water quality.

Municipal Capital Works Program

Provincid/municipa capital works projects continue to be financed on a cost-shared basis. In 2003-04,
$28.1 million was cost-shared between the province and municipditiesunder theMunicipa Capita Works
Program. Thefocus of this program continuesto be shorter term projects for smaler municipditiesagan,
with apriority on water and sewer infrastructure.
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Multi-Year Capital Works Program
2003-04 wasthe second year of the2002-2005 Multi-Y ear Capital WorksProgram. Under thisprogram,
approximately $36.8 millionwasalocated for 14 municipalitieson a50/50 cost shared basis. Thisprogram
was designed to fund larger scale infrastructure projects in larger communities that have the capacity to
make a multi-year funding commitment.

Special Assistance Program
This program asssts municipdities with various needs, including smal scae infrastructure projects. In
2003-04, the Department provided approximately $0.9 million towardssmal scaleinfrastructure projects.

| nuit Peoples Agreement

The Inuit Peoples Agreement is afederal/provincia cogt-shared program. In 2003-04, $3.1 million was
expended for variousinfrastructure projects and miscellaneous equipment purchases. Tota expenditures,
including commitments from the previous year, was $4.9 million in the following 5 designated Inuit
communities. Makkovik, Nain, Postville, Rigolet and Hopedde.

Variable Cost Sharing Guidelines

Many of the province s smdler rurd municipdities continue to benefit from the variable cost sharing
guidelines. This arrangement applies to the provincia/municipal share of water and sewer projects.
Under the guidelines, the provincid/municipa share of project costs can be financed on a 50/50 basis to
ashighas90/10. Thisenhanced cost sharing ensuresthat al municipaitiescan access needed infrastructure
funding a arate which is affordable to even the smalest municipdlities.

The variable cost sharing arrangements are based on factors such asthe community size and fiscal capacity
of the municipdity. Smdler municipdities, and those with a limited tax base, are the beneficiaries of the
lower cogt sharing arrangements, while the larger municipdities ill avail of funding at the 1/3, 1/3, 1/3
ratios envisoned in the CNIP program or 50/50 arrangements under the Multi-Y ear Program. Under this
formula, numerous rurd communities will acquire municipa infrastructure that they could not afford under
previous cost-sharing arrangements.

Disaster Financial Assistance
In addition to the 5 programs administered by the Department, 2003-04 saw funding of $12.7 million for
disaster assstance administered by the Department aswell.

WATER QUALITY STRATEGY

Congderable effort continues to be employed to ensure that residents of the province have accessto safe
drinking water. Government announced its Water Qudity Strategy three yearsago and continuestoinvest
heavily in water and sewer infrastructure.

Under this grategy, Government is financing and operating an intensive testing program which provides
communities with regular reports on drinking water quaity. The Province also adopted biologica water
quality standards and enforces these standards through mandatory testing by officids with the Department
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of Government Services. Training for syslem operators is aso a key focus of the drategy involving
partnering with the Newfoundland and Labrador Federation of Municipdities.

In2003-04, government spent approximately $50,000 on training for system operatorswhich hasresulted
inthe certification of 34 additiond operatorsin the province. The Department of Municipd and Provincid
Affarsisworking closdly with the Department of Environment and Conservation to introduce mandatory
certification of al system operators.

In order to enhance the qudity of drinking water, government announced a multi-year, capita funding
initigtive aimed exclusvely a improving the qudity of the drinking water supplies in the Province. The
Dignfection Assstance Program (DAP) wasintroduced three years ago and offered municipalities on boil
water advisories the opportunity to obtain 100% funding up to $100,000 for the ingtalation, repair or
upgrading of dignfection systems.

Within a three-year period (2001-02 to 2003-04), 273 municipalities received DAP funding for water
systems repairs and upgrading e atotd estimated cost to government of $16 million.

WASTE MANAGEMENT STRATEGY

On April 10, 2002, the Minigters of Environment and Municipa and Provincid Affairsjointly announced
the Provincia Waste Management Strategy. In developing and implementing the Strategy, the Province
recognizes the handling of solid waste has become an increasing concern for Newfoundlanders and
Labradorians and that there are Sgnificant chalenges ahead in addressing our current waste management
problems.

Theimplementation of the strategy, over time, will dramaticaly reducethe morethan 240 waste Sites, phase
out the use of incinerators, iminate open burning, increase waste diversion and diminate the use of unlined
landfill Stesin most areas. While the planning and delivery of waste management isthe direct responsibility
of municipdities and communities, the provincid government acknowledges that it must provide the
framework for waste management by setting policies, regulations and standards.

Of particular noteisthe plan to develop threemgjor lined landfills, Avaon, Centra and Western, to address
the needs of the vast mgority of residents of the province. Given the enormity of the task, and the
magnitude of the funding requirements from dl three levels of government, it is unlikely that modern
Province-wide management can be fully implemented by 2010 as envisaged.

Education and avarenessis one of the key objectives of the Strategy and the Regiona Committees will
be pivotd in getting the message to every community and resident in the province. As we move forward,
it will aso be important to have an open dialogue with industry, commercial and ingtitutional partners,
regarding their role in waste production, diversion, and in waste disposa.

RELOCATION ASSISTANCE

The key parameters for reviewing a request for relocation assstance include: the remoteness of the
community; the level of government services being provided; the savings that would be redized from the
withdrawal of these services, and the benefits that would accrueto residents. Since 2002 government has
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received four requests for relocation of communities.

InMay 2002, at the request of the council, the province offered the 53 permanent resident househol ds of
the extremely isolated Town of Great Harbour Deegp a compensation package ranging from $80,000 to
$100,000 depending on family composition, in exchange for thewithdrawa of servicesand thetransfer of
their properties to the Crown. Government aso offered to purchase the property of twenty-one non-
resdent property ownersbased on the assessed value of their properties. All serviceswerewithdrawn and
residents relocated by November 2002. The Town was declared an evacuated community and the
province offered the property owners conditiona permits for the seasona use of their properties.

The isolated community of Petites, located on the southwest coast, had no road access and consisted of
9 permanent resident households and 13 other residentia properties where the owners reside € sewhere.
Thereisno school or medicd dinic, and the hydro plant was the only “provincid service’that was being
provided in the community. Thiscommunity aso lobbied government for rel ocation assistance with support
from 100% of the resdents. At apublic meeting on July 15, 2003 the Minister of Municipa and Provincid
Affars offered, and the resdents al accepted, assistance equivaent to that offered Great Harbour Deep.
This relocation was completed in November 2003 at a cost of $950,000.

Earlier this year, at the request of the three remaining permanent resident households of the community of
Big Brook, government approved funding for relocation. This relocation is expected to be completed by
the end of September 2004 at a cost of $350,000. This assistance will be recovered by government from
savings related to the discontinuing of  maintenance on the 16 kilometer grave road leading only to this
community and the cogt of busing the smal community’s children.

The province is not seeking to relocate communities but is only responding to requests for assistance on
acaseby casebasis. Theapprova of relocation assistanceto dateisrecoverable over areasonable period
of time, meets the relocation desires of residents and loca governments, and provides the impacted
residents with the opportunity to access better hedlth, education and employment opportunities.

MUNICIPAL FINANCING

Municipal Operating Grants

The exiding sysem of municipa operating grants (MOGs) commenced in the calendar year 1991. The
purpose of these grantsisto assst municipditiesin meeting their day to day operating

expenses. The grants are paid on a quarterly basis.

The historica vaue of the Municipa Operating Grantsis as follows:

Fiscal Year: 2004/2005  2003/2004  2002/2003  2001/2002

Funding Level: $21,000,000 $21,500,000 $21,500,000 $21,500,000

I nthe 2004-05 Budget, announced in March, there was an announcement of a$5 million reduction in the
Municipa Operating Grants to be phased in over athree year period. To help ensure that this reduction
was targeted to those municipdities with the greatest capability to absorb a reduction, the Department
utilized a two stage process.
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In order to be considered for an MOG reduction, amunicipaity must have experienced growth initstota
assessed property vaue and secondly, that growth must have yielded in excess of $100,000in tax revenue
at an assessed tax rate of 10 mils. As aresult of the gpplication of this process, 14 municipalities were
targeted for a$2.1 million reduction in their MOG with effect for the calendar year 2005. A further review
and identification for phase 2 of the planned reductions will be undertaken in the coming yesr.

Water and Sewer Subsidies:

The exiging system of water and sewer subsidies commenced in the calendar year 1991. The purpose of
these subgdiesis to assst municipdities in meeting principal and interest charges on their long term debt
incurred on the ingtdlation of water and/or sewer systems.

The present system requiresthat municipaitieswith water and sewer systemsfinanced by debenturesissued
before 1997 must make a contribution based on specific formula set by Government for determining
Council’ sfair share of the debt charges (interest and principa) on its related long term debt.

All loans approved since 1997 have been assigned a specific cost sharing ratio. Municipalities are
responsible for the repayment of their share of these loans plus the amount determined by formula on the
older debt.

Special Assistance:

The Specid Assistance Fund provides monetary aid to address such things as municipal emergencies of
a hedth and/or life safety nature; financid support for the acquisition of needed fire fighting equipment;
genera emergency assistance to municipdities and specid projects, etc. Funding provided under this
program in 2003-2004 was $4,266,800.

DEBT RELIEF

The Debt Relief Program was established in 1997-98 to improve the financia strength, rdiability and
accountability of thase municipditieswhich wereexperiencing seriousfinandd difficulties. Whilethefactors
that created these financid difficulties varied from municipality to municipdity, common characterigtics
included unmanagesble debt leveds, inadequate tax levels, and in some cases, insufficient focus on matters
of debt management.

Under the Debt Relief Program, the department asssss municipalities to devel op sound financid plansand
provides financia assistance to help them restructure their debt. To receive financid assistance,
municipdities whose tax rates are below the provincid average are required, usualy over athree year
period, to increase taxes to a predetermined level.

Sinceinception of the Program, 162 municipalities have had their NM FC debt reduced and /or restructured
at acost of gpproximately $47 million. Of the 162, 127 have been analyzed through the Debt Relief
Program. The other 35 did so on their own initiative. The latter were municipditiesthat did not qudify for
debt assistance, but took advantage of the Program to restructure their debt with NMFC. These
municipditiesthat have refinanced their debt took advantage of lower interest rates through the chartered
banks. In excess of $125 million of government guaranteed debt owing to the Newfoundland Municipd
Financing Corporation has been refinanced in this manner.  This initiative has resulted in considerable
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savings in annua debt servicing cods for municipalities.

There are afurther 26 municipdities identified by the Department whichwill require debt relief. Based on
present Debt Relief Program criteria gpproximately $9 million will be needed to complete and thus meet
the objectives of the Program.

Congderationisgiven to municipditieswhich have: a high debt to revenue ratio benchmarked a 30% and
higher, have arrears to the Newfoundland Municipa Financing Corporation and are prepared to impose
minimum tax rates and enter into a debt restructuring agreement.

Asof March 31, 2004, $177,333,000 of accumulated debt plus penalty hasbeen paid off by municipalities
and refinanced through private financid indtitutions and NMFC. Of this amount, $135,400,000 has been
provided in bank loans and $ 47,055,000 has been provided for debt relief.

LAND USE PLANNING AND DEVELOPMENT CONTROL

Over the past year, the Department, through the Urban and Rura Planning Divisionwhich hasrespongbility
for administering the Urban and Rura Planning Act, 2000, registered 6 Municipd Plan Reviews, 72
Municipd Plan Amendments, and 136 Development Regulation Amendments. There are atotal of 138
municipaities with plans and implementing regulations.

Protected Roads

Protected Road Plans protect critical highways and maintain them as pleasing, safe and convenient
conveyors of traffic by controlling development that may threaten highway safety and amenity. Planning
staff have prepared Protected Road Plansfor the Trans Labrador Highway (Happy Valey-Goose Bay to
the Quebec Border and the Southern Section from Red Bay to Cartwright), have undertaken public
consultationwith municipditiesand interest groups a ong these routes and are now preparing to hold public
hearings prior to Ministerid consderation for approva.

Land Use Policy

Planning staff have commenced, in conjunction with other Departments that have interests in land use,
discussons and research into the development of Provincial Land Use Policies amed at expressng
Government interest in the way in which land and resources are utilized. The firgt draft policy deds with
‘Hood Risk’ and results directly from flood events experienced in 2003.

Appeals

Sixty-one (61) appea swerereceived and heard by thefour Regiona Appeal Boards covering the Eastern,
Centra, Western, and L abrador regionsof the Province. Planning staff provideadminisirativeand technica
support to the Boards.

Special Projects

Staff in the Urban and Rurd Planning Divison are continuing to work with the Department’ s Information
Technology and Engineering Divisonsto sysematicaly include planning coveragesinto the Department’s
Geographic Information System;
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The Divison, in partnership with the Surveysand Mapping Division of the Department of Environment and
Conservation, is participating in a project funded by the Federal GeoConnections Secretariat, to create
religble digitd adminigtrative boundary detaof al municipditiesandloca servicedidrictsfor incusonwithin
the Department’ s Geographic Information System.

The Department aso hosted the annua meeting of Provincid and Territorid Directors of Planning.

REGIONAL OFFICE OPERATIONS

The Department continuesto provideits programsand servicestoit’ sprimary stakeholders, the province' s
286 municipdities and 182 locd service didricts through a Regiona Office network that has four offices
located in &. John’s, Gander, Corner Brook and Happy Valley-Goose Bay. The activities of the Regiona
Offices are encompassed in three program/service areas, namdy, Financid Monitoring and Support,
Interpretive and Support Services, and Inspection Services.

Financial Monitoring and Support

Regiond Office personnd, through a variety of means, continue to carry out extensive monitoring of the
financid affairs of municipdities and loca service didricts. When these monitoring activities identify
weaknesses, corrective measures are recommended and in many ingtances, Regiond Office personne
assis the municipdity or loca service digtrict with the implementation of these measures.

| nter pretive and Support Services

There are 15 provincid statuteswhich govern various aspects of local government operations. Most of the
province' s municipalities and loca service didtricts do not have ready access to private legd services,
consequently the department’s Regiona Office personnel are required and do provide a consderable
amount of statutory and regulatory interpretation to municipdities and loca service didtricts and to the
generd public aswell.

| nspection Services

The Municipal Affairs Act provides the authority for the Minister of Municipa and Provincid Affarsto
requirethat financid and adminigtrativeingpectionsof municipaitiesandlocd servicedigrictsbe conducted.
Such ingpections, carried out by Regiond Office personnd involve on gte reviews of the financid and
adminigtrative records and policies of municipaities and loca service digtricts to ensure compliance with
fiscd practices, statutory, regulatory, financia and adminidirative requirements.

EMERGENCY PREPAREDNESS AND RESPONSE

In order to minimize the impact of fires in our Province, the Department through the Office of the Fire
Commissioner (FCO), continued to provide a variety of services to the public as well as municipa and
provincid entities, as legidated in the Fire Prevention Act, 1991.

The Office of the Fire Commissioner continued to diversfy itsmobiletraining program with the ddivery of
training programs in 13 different fire protection topics. The topics ranged from Fire and Emergency
I nstructor, which will recognize the va uable work done by the fire departments themsalves, to Fire Officer
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| whichwill help to enhance the management skills of thefireofficers. Thispast year the program delivered
40 of the 50 courses scheduled reaching 90 municipalities and loca service didtricts and 644 firefighters.
This accounted for 11,290 total person hours of training by the fire service of this Province. The FCO
continues to support the over 300 Fire Departments and the 6000 firefighters in the Province.

In 2003 the Office of the Fire Commissoner received accreditation and re-accreditation from the
Internationd Fire Service Accreditation Congresswith respect to Sfire serviceprogram areas. Firefighters
who are successful in meeting the testing requirements are awarded certification that is recognized
internationaly.

Thisyear saw the completion of the trailer units as part of the Provincid Hazardous Materials Response
Initiative. Negotiationswith the potentia host municipditiesis<till ongoing and is expected to be concluded
during the fal of 2004. Training with the core members of each potentid host Fire Department was
undertaken at the North Atlantic Refinery in Come by Chance and in the town of Clarenville.

The Department, through the Newfoundland and Labrador Emergency Measures Organization, is dso
responsible for the continued devel opment, promotion and delivery of the emergency measures program.
The roles and responsibilities are further defined in the “ Emergency Measures Act”.

The Department continues to offer training through courses such as Emergency Plans and Operations,
Emergency Public Information, and Emergency Operations Center Management. During the past year
these courses were offered throughout the Province with 269 participants being trained. As well the
Department offers specialized training in conjunction with the Canadian Emergency Preparedness College,
provides technica expertise in the development and review of emergency plans for municipalities and
private industry and participates in numerous emergency exercises throughout Newfoundland and
Labrador.

Through the Joint Emergency Preparedness Program the province has continued to support municipalities
in the purchase of emergency preparedness equipment. In 2003/04, 8 projects were approved primarily
for communications equipmernt.

NLEMO continuesto coordinate and authorize air search and rescue with Air Services, the RNC and the
RCMP. Over the course of 2003/04, NLEMO participated in 30 searches.

| nternational Emergency Management Group

The Province continues to participate as an active member of the Internationa Emergency Management
Group (IEMG). This consortium of New England states and Eastern Canadian provinces meets semi
annudly to develop policy and emergency management protocol, to gpply both nationdly and
internationally. Thisprovinceisexpected to Sgn onto thel EM G compact in 2005. The compact formalizes
the arrangements for cross border support during times of emergencies. Support can vary from physica
assets to human resources to technical guidance and any other assetsthat can be deployed. ThisProvince
will be hogting the June 2005 meeting of the IEMG.

Tropical Storm Gabrielle
Asaresult of Tropical Storm Gabridlein September, 2001, aress of the Avalon Peninsulareceived over
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120 mmof rainin 6 hours, resulting in extensveflood damage. The Department, through its Newfoundland
and Labrador Emergency Measures Organization, processed over 1200 damage clams which were
submitted by individuas, businesses, municipditiesaswell asthe Province. Thetotd vaue of these daims
isin excess of $6 million dollars and will be cost shared with the federa government through the Federd
Disaster Financid Assstance Arrangement (DFAA) program. The department is in the process of
submitting itsfind daim to the federd government and reimbursement of the federa share is expected in
early 2005.

The Badger Flood

On February 15, 2003 the Town of Badger received extensive flooding, surpassing the 1:100 year flood
level, asaresult of ice blockagesin the Exploits River. The town declared a state of emergency and the
assistance of the Provincia Government was requested.

Subsequent to the flood, the flood waters froze and the community became uninhabitable. The State of
emergency remained in effect for thewholetown for severa weeks. Onceiceremova wasundertaken and
the town’ swater system and sewage trestment plant were made functiona, someres dentswere permitted
to return. Residents in the more heavily damaged areas were not permitted to return. This partid sate of
emergency continued for several months.

In conjunction with the Department of Human Resources and Employment, NLEMO located short and
long term accommodations and provided financia support to residents who were displaced from there
homes.

The Department established a damage claim process with a temporary office established in Grand-Fals
Windsor which was maintained until December 2003. Over 240 claimsfor persond, business, municipa
and provincid infrastructurewerereceived. By the end of 2003/04 the mgority of claimshad been ettled.
Total damages would be estimated to be over $7 Million dollars. Funding is again to be cost shared with
the federal government through the DFAA program.

| ntegration of the Fire Commissioner and Emergency Measures
Integration of the Fire Commissioner’s Office and Emergency Measures Organization is actively under

review. It is anticipated that Treasury Board will gpprove this initigtive in 2004-05. This integration will
enable both agencies to closdy support each other in their respective respongiilities. A direct, immediate
response, with divison personnd, was evident in the Badger Hood with regiond staff from Grand Fdls-
Windsor on the scene within severa hours of the flood first occurring.
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STRATEGIC DIRECTIONS

STRATEGIC ISSUESAND GOALS

The Departmentd Plan identifies strategic issues and gods for the Department as follows:

1.

STRATEGIC ISSUE: How to alleviate the structural problemsin municipal financing.
A disproportionate number of communities, particularly rural communities, are experiencing
seriousfinancial problems. These conditionsareunder mining theviability of local gover nment
and will only improveif necessary and coor dinated measur es ar e taken by Gover nment and/or
municipalities.

GOAL: Improved financial strength, viability and accountability of local gover nments.
The Department is working to achieve this goal by continuing to provide financial support to
municipalities through programs such as Municipal Operating Grants, Infrastructure
Development, Debt Relief and Special Assistance. On-going efforts to examine alternative
municipal financing arrangements may lead to more equitable distribution of public funds
among municipalities. Aswell, effortsto promote regional sharing will continue as experience
demonstratesthat the sharing of servicesisbeneficial to communitiesin terms of efficiency and
affordability.

STRATEGIC ISSUE: How to improve the strength of local gover nments.
Strong, viable and accountable governments providing adequate and affordable municipal
servicesto their residents are essential to the well-being and development of the province as
awhole. Currently, many local gover nments need support to build the strength, self-reliance,
independence and skills necessary to lead their communities more effectively.

GOAL: Strengthen local government through increased self-reliance, competency and
accountability.

The Department iswor king closely with the Municipal Training and Development Corporation
to provide training for municipal staff and elected officialsin key areas. Increased training
for municipal staff and elected officials will help ensure responsible decision-making and
accountable municipal authorities.

STRATEGIC ISSUE: How to improve the adequacy of municipal infrastructure.
Thereis a strong and on-going need for adequate infrastructure to improve the health and
environmental conditionsin our communities. The delivery of municipal capital works needs
to be made mor e effective with respect to cost, targeting, affordability and suitability.

GOAL: To deveop the municipal infrastructure required for safe and healthy
communities and protection of the environment.

Funding for municipal infrastructure hasincreased significantly over the past year. The Debt
Relief Program has helped provide debt burdened municipalities with some flexibility to
undertake infrastructure programs. Aswell, the variable cost sharing guidelines introduced

Page 20 of 21



by Government will enable smaller municipalities to undertake municipal infrastructure
projects that they otherwise could not afford.

STRATEGIC ISSUE: How to promote and support greater efficiency in theddivery of
municipal services.

There are a large number of competing service delivery mechanisms at work, serving a
multitude of communities and community interests. Thisleads to inefficienciesin the delivery
of municipal services. A rationalization of both structures and municipal service delivery
processesisrequired, if costs are to be reduced and services enhanced.

GOAL: Tobuild municipal cooperation and enhancetherole of municipal government in
providing more effective/efficient services and in supporting economic and social
development.

The Department is working with its stakeholders, and particularly municipal councils, to
address inefficienciesin the delivery of municipal services. The Department is promoting the
sharing of services as a means of reducing inefficiencies.

STRATEGIC ISSUE: How to adapt to the Changing Role of Gover nment.
The Department’ s evolving role as a facilitator and policy maker requires that the necessary
resources and/or skill sets be acquired to adequately take on thisrole.

GOAL: Create and sustain the progressive, adaptable and professional organization
required to meet the mandate of the Department of Municipal and Provincial Affairs.
The Department iswor king towar dsa Strategi c Human Resour ces Plan which will describe our
strengths and weaknesses, training needs, and areas where new staff or new skills are
required to meet the changing needs of municipalities.
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