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TOWN OF SIDNEY 

REPORT TO COMMITTEE 

TO:  Committee of the Whole 

FROM: Andrew Hicik, Director of Corporate Services 

DATE: January 30, 2019 FILE NO.: 1700-20-2019 

SUBJECT: ADDITIONAL BUDGET NOTES 

PURPOSE: 

To provide additional information to support 2019-2023 Financial Plan deliberations. 

BACKGROUND: 

Council received a presentation on the draft financial plan, as well as a binder of information to 
support the budget.  The budget document provides a discussion of the major factors that 
impacted the creation of this budget; this will not be repeated here, but should be reviewed prior 
to the next budget meeting.   What will be included in this report is additional information that 
has not yet been specifically highlighted, or warrants repeating.  This information is meant to 
enhance Council’s understanding of what is or is not included in the budget, and also to provide 
more details on specific issues and items.   

DISCUSSION: 

The draft financial plan was developed to maintain or enhance existing levels of service to the 
community.  In addition, the draft budget also includes funding for new programs, initiatives and 
external requests.  This year, internal and external demands have led to a higher starting point 
than Council may be used to.  In the previous three budget years, staff had been able to take 
advantage of new funding sources to minimize the tax impact; now that those sources have been 
fully committed, a larger than average tax increase is proposed in order to fund required and 
requested services.   

The tax increase proposed in the draft financial plan was 5.95%.  However, this projection is a 
starting point for budget deliberations only.  Over the course of the budget process, Council may 
choose to add or remove certain tax funded projects and initiatives; this will have an impact on 
the ultimate tax change for the year.   

Please see below for additional information to complement what has been previously provided 
on specific budget segments. 
 
SUPPLEMENTAL REQUESTS 

The impact of the Supplementals included in this budget is fairly significant.  While the items are 
summarized in the budget binder (pages 17-25) additional details on certain external requests 
will be provided by the applicants themselves, at two separate meetings.  Additional information 
is provided below.   
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OCP Review 

$100,000 is budgeted over a 2-year period for a comprehensive review of the Town’s Official 
Community Plan (OCP).  While this may seem substantial, it is relatively low for such a review, 
and assumes that Town staff will play a significant role on the review, in addition to outside 
consultants.  Based on potential need, additional funding may be considered next year for 2020 
and possibly 2021.  The amount set aside for the OCP is supplemented by a separate item for a 
Housing Needs Assessment, which we anticipate will be grant funded.   
 

Sidney BIA Economic Development Initiatives 

A revised request was received from the SBIA to supplement the work that was started through a 
pilot project, which had received funding of $45,000 in 2018.  The focus of the recent proposal is 
to provide certain economic development tools and resources that would not otherwise be 
available.  The Town does not have the staff expertise or resources to provide the type of 
information that prospective businesses may want; having trained, qualified and enthusiastic 
people filling this gap would provide this service to the business community.   

The request was for $50,000 in 2019, and $65,000 per year thereafter.  This would be 
supplemented by funding from the BIA, as well as a substantial amount of in-kind services.   

As the Town grapples with the question of whether or not it should be directly involved with 
economic development, this is a viable proposal from an organization much more suited to the 
purpose, who could do the work with additional Town support.  It is the opinion of staff that the 
results could be evaluated after two to three years, before confirmation of longer-term funding.   

Shaw Centre for the Salish Sea  

The Shaw Centre has been operating in a space acquired by the Town (through the Pier Hotel 
development process) since 2009.  The initial agreement with the Society that operates the 
Centre called for annual funding of $42,600.  This amount was increased to $65,000 in the 2015 
budget, but the annual funding has proven to be insufficient to sustain the Centre’s operations.   

They had originally submitted a request for an increase to their annual funding amount prior to 
the 2018 budget; however, they were convinced to apply for a smaller amount that would enable 
them to complete a series of “due diligence” reports that would support their request for ongoing 
funding.  They have now done so, and these were presented to Council on January 28th.  Council 
asked for additional information, and this will be provided under separate cover, once the Society 
has had a chance to address these issues.   

The key issue for the Town seems to be the following:  will the newly proposed amount of 
annual funding actually sustain the centre financially, based on their long-term operating and 
capital budget projections?  If they are able to provide reasonable assurances that their 
assumptions are supportable, a trial investment in this key community asset – to allow the new 
administration to pursue their ideas for improvement – may be justifiable.   

An annual funding level of $205,000 (which is what they are seeking for 2020 onwards) would 
equate to less than 2% of annual property taxes.  Mary Winspear, by contrast, receives 3% of 
annual taxes.  The Sidney Museum receives close to 1%.  All three are important cultural and 
economic resources for the community. 
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Economic Development Fund 

There is a high degree of interrelation between a number of the Supplemental requests and the 
ED Fund.  The SBIA proposal, as well as that of the Chamber of Commerce, along with the 
request from SIPP to confirm the Town’s ongoing funding commitment, could all conceivably be 
funded from the ED Fund, rather than having a property tax impact.  However, if all three of 
these requests were funded from the ED Fund, it would lead to an overage in the fund; for this 
reason, the two new items – SBIA and Chamber – were flagged as Supplementals, rather than 
being identified as ED funded items.  In order to clarify the status of the ED Fund, the table 
below was used at time of budget introduction to provide an indication of where the funding 
level would be if everything were to be approved: 

ED Fund 2019 2020 2021 2022 2023

Base Funding 100,000   100,000   100,000   100,000   100,000   

Cfwd 45,637     -           -           -           -           

Commitments

SBIA EDO Pilot (2nd half) (22,500)   -           -           -           -           

SIPP (26,722)   (26,722)   -           -           -           

SBIA Event Liaison (27,030)   (27,571)   (28,122)   (28,684)   (29,258)   

SBIA Event Supplement (10,200)   (10,404)   (10,612)   (10,824)   (11,041)   

EDC Commitments (2,000)      (2,000)      (2,000)      (2,000)      (2,000)      

"Unallocated" 57,185     33,303     59,266     58,491     57,701     

New Requests

Chamber of Commerce (28,000)   -           -           -           -           

SBIA (50,000)   (65,000)   (65,000)   (65,000)   (65,000)   

Net Increase in ED Fund (20,815)   (31,697)   (5,734)      (6,509)      (7,299)       

If we were to start with the established funding level of $100,000 per year for ED, and follow the 
practice of carrying forward unused funds from the previous year, we would start 2019 with a 
total ED budget of $145,637.  If we then subtract from this number the various commitments that 
have been made through contracts or previous resolutions, we’d be left with $57,185.  With the 
BIA and Chamber requests totaling $78,000, approving both of these (along with recommitting 
to SIPP) would lead to an “overage” in the ED Fund of $20,815. 

If any of the three items under consideration are not approved, Council would have to determine 
whether or not to maintain the $100,000 annual funding level for ED.  If so, then not approving 
the BIA proposal, for example, would not lead to a budget reduction of $50,000.  This would 
result in a reduction of only $20,815 (leaving only the established amount, with approximately 
$29,000 in ED funding remaining unallocated). 

It should further be noted that if all requests are approved as presented, there is no ED funding 
set aside for potential EDC initiatives, or for ED-related requests that come in throughout the 
year, or through the Grants program.  If Council wishes to approve all the above-noted requests 
and leave some ED funds for other uses, an additional amount would have to be added to the ED 
budget. 

ArtSea Funding Increase 

ArtSea had been receiving $4,500 in annual funding from the Town until last year, when a 
supplemental request increased that amount to $15,000.  This funding is in addition to the 
provision of rent-free space at a facility at Tulista Park, and more recently, additional space at the 
Iroquois Park Clubhouse.   
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ArtSea has now submitted a request to increase their annual funding amount by an additional 
$20,000, for a new total of $35,000, beginning this year.  The intended uses of the additional 
funding are outlined in a letter from ArtSea, which is also on this agenda.   

ArtSea was also considering making a request to take over the Arts Grant program, following the 
Town’s decision to opt out of the CRD Arts Service.  This request may have been made in 
conjunction with another community group involved in the arts.  However, such a request was 
not formally made in time to be considered with the current budget deliberations; it would have 
to come forward for the 2020 budget.  ArtSea also discusses this potential program in their 
correspondence. 

The impact of the Town pulling out of the CRD Arts Service for 2019 is that the CRD portion of 
the tax notice will decrease slightly to reflect the elimination of this service to the Town.  If the 
Town were to fund a future request to bring an Arts Grant program to Sidney, the budget impact 
would be on the Town portion of the tax notice.  It is unclear whether the Town pulled out of the 
CRD service due to the increase in the annual commitment, or for other reasons; in other words, 
it should not be assumed that the Town is comfortable with an arts grant funding level of 
$35,000 going forward.  That will have to be determined if and when a request is made to initiate 
a local service. 

Ferry Reserve Contributions 

The capital plan includes several projects related to the Sidney/Anacortes Ferry Terminal.  Some 
of these are for improvements to the land-based assets, and the remainder are for marine assets.  
The Town’s long-term lease with Washington State Ferries (WSF) requires that the Town 
undertake these projects.  The projects are funded from the Ferry Reserve, which has (to date) 
been built up through annual lease payments from WSF.  Although a capital replacement plan 
was wisely established in collaboration with WSF at the beginning of the lease term, 
construction costs, particularly those related to marine infrastructure, have escalated 
tremendously.  This is a reality that cannot be ignored in our estimation of future projects. 

In the Operating budget, there is a Supplemental item for Town contributions to the Ferry 
Reserve, beginning in 2020.  This phased-in transfer has been deferred for several years, but 
must begin soon to enable the Town to fulfil its long-term obligations under the lease agreement.  
The lease with WSF was structured to reflect that both parties benefit economically from the 
ferry route, and therefore, both parties should be contributing financially to sustain the terminal 
assets. 
 
CAPITAL 

 
While the majority of capital projects are described in the budget documentation, additional 
comments on certain projects may assist in their consideration.  These may be found below, 
along with some general comments about the capital program. 
 
Tax Funded Capital 

• In the draft budget, the level of tax funding for capital projects has increased by $236,000 
from last year.  In the previous three budget years, staff had been able to reduce the amount 
of tax funding for capital due to the expanded use of Gas Tax funds.  As the vast majority of 
Gas Tax funds has been committed for the next three years, tax funding for capital has 
increased to the pre-2016 level.  An amount equivalent to approximately 3% of annual taxes 
is deemed to be the “normal” level for tax funding of capital; this is still much lower than it 
was 8-10 years ago, due to the increasing reliance on reserve funding and external sources. 
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• Any deferral of tax funded projects would bring down the 2019 tax increase requirement; 
however, deferral would just move the funding requirement to a future year.  Only outright 
cancellation of a tax funded project would eliminate the ultimate tax impact.  Deferral may, 
however, assist in spreading out the impact to manageable levels over a number of years. 

• The funding for all projects is clearly identified.  Deferring or cancelling a project that has 
non-tax funding will not affect the tax increase, unless the funding is eligible for redirection 
to tax funded projects.  Capital funding sources are clearly outlined on pages 65 through 79 
of the budget binder. 

• To assist Council in deliberations around tax funded capital projects, the following table 
provides a full listing, and clearly identifies which of them are new projects: 

Annual Workspace Efficiency Upgrades 224           

Computer Equipment Fund 1,200        

Engineering Equipment 4,500        

Fire Department Equipment 15,000      

RCMP Furnishings 4,978        

Parks Equipment 6,100        

Underground Wiring 2,700        

Public Works Equipment 8,132        

Annual Workspace Efficiency-Public Works/Parks 3,000        

Decorative Street Lighting 30,000      

Annual/Recurring Programs 75,834      

Council Chambers Upgrades 5,000        

RCMP Boiler Replacement 71,753      

Projects Carried Forward 76,753      

Beacon Wharf Repairs 70,000      

Library Front Entrance Sidewalks 35,000      

RCMP Kitchen Upgrades 7,176        

RCMP Cell Block Painting 2,392        

Event Tent & Chairs 8,600        

Eastview Park Center Seating Improvements 10,000      

Shop Hoist 20,000      

Hydro Box Revitalization 4,000        

First Street Sidewalk-Westside 70,000      

Senior Centre Washer & Dryer 5,000        

Senior Centre Walk-in Shower 7,000        

New Projects 239,168    

Total 2019 Tax Funded Capital 391,755    

2019 Tax Funded Projects

 

Staff suggest that the majority of discussion be around the new projects identified above (third 
section).  It should be noted that the numbers reflect tax funding only; the projects themselves 
may be larger in scope, with the inclusion of additional funding sources.  An example of this 
would be the Beacon Wharf Repairs project, which totals $150,000; the additional $80,000 is 
funded from a reserve.  A full listing of 2019 capital, with all funding sources, may be found on 
pages 65 and 66.   
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Reay Creek Dam 

Staff have been working with the airport, the local community and the federal government on 
remediation to Reay Creek.  One large project that will arise from this remediation is the 
replacement of the dam; $600,000 has been identified for this in the 2019 capital program.  There 
is a separate Supplemental item in the budget to engage a consultant to confirm the replacement 
options for the dam, based on a further condition assessment.  

It is important to note that the Town does not have funds in place to pay for this large project.  
Short-term borrowing is the proposed funding source included in the 2019 budget.  If the Town 
has sufficient time prior to undertaking the work, we will be seeking grant funding to assist with 
the financing of the project; if we were successful, the borrowing amount would be reduced. 

Canora Road 

The Canora Road improvement project is once again included in this budget.  However, a great 
deal of planning, consultation, and coordination with North Saanich will have to go into the 
preparations for this project.  Much has changed since the original concept was brought forward 
by staff.  Staff will be bringing forward an approach report on this project, likely in late 2020, to 
get Council’s perspective and direction.   

Community Safety Building 

This project is still in progress, and will be completed in the spring of 2019.  Due to the 
uncertainty about the costs to be incurred for the 2018 calendar and fiscal year, no estimate was 
made of the amount to be carried forward to 2019 for completion.  Now that the final 2018 
amount is close to being firmly established, staff can confirm that approximately $5M remains in 
the budget for completion.  This amount will be carried forward and added to the budget as part 
of bylaw preparation, along with a number of much smaller items that could not be completed in 
2018.  Council should know, however, that there is no change to the overall project budget. 

 

WATER & SEWER FUNDS 

The draft 2019 budget includes the first increases in Water and Sewer rates in several years.  The 
Town has been able to keep Water rates stable for the past seven years, using a healthy balance 
of accumulated surplus to absorb the ongoing increases in operations, and in the CRD charge for 
Bulk Water.  The Water Utility is no longer able to absorb these increases; the Parcel Tax is 
being increased by $5, and the user rates by $0.23 per unit of water. 

On the Sewer side, it is the growing cost of asset replacement that has been driving the need to 
increase revenues.  There is a modest increase to the annual Parcel Tax proposed; this would be 
$5 for strata properties, and $10 for other properties. 

Staff have begun working on a review of the rates and rate structure of the Water and Sewer 
utilities, and will be bringing forward update reports to Council throughout 2019.  There will be 
policy decision to be made about the way we finance our utilities.  

 

OTHER / MISC. 

Years 2-5 

The 5-year financial plan includes the best available information on years 2 to 5.  Any known or 
suspected impacts on future years are incorporated.  Aside from itemized Supplemental requests, 
and tax funding for capital projects, there are not a lot of expected changes.  There are no staff 
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additions included for future years, nor any proposal to increase the number of RCMP officers.  
Any such impacts, should they arise, would be clearly identified in future financial plan 
considerations.  Most budget areas for years 2-5 are currently projected to increase by an 
inflation factor of 2% overall.  This is our best guess at the overall impacts for the next 4 years.  
However, when 2020 becomes the first year of the next financial plan, any such across the board 
increase will be removed, and increases will only be included where required.   

The major impacts for 2019 and 2020 are the projected debt payments associated with the last of 
the borrowing for the Community Safety Building, as well as a high level of tax funding for 
capital projects.  The former may be partially offset through additional proceeds from the sale of 
the fire hall/parking lot sites, as well as higher than anticipated tax revenue growth over the next 
two years.  The latter impact will require careful consideration of capital projects over the course 
of the next two budget years. 

The projected tax increases for years 2-5 in the draft financial plan are subject to change as the 
2019 budget is approved.  A lower increase in 2019 will mean a higher impact for 2020, as the 
second year begins with a lower “base” level of taxes.  As always, these are only projections; 
each successive financial plan will be an opportunity to update these projections based on new 
information and priorities. 

RECOMMENDATION: 

That the Committee receive this report for information. 

Respectfully submitted,      I concur, 

 
____________________________    ______________________________ 
Andrew Hicik       Randy Humble 
Director of Corporate Services    Chief Administrative Officer 


