
  

TOWN OF SIDNEY 

REPORT TO COUNCIL 

TO: Mayor & Council  

FROM: Andrew Hicik, Director of Corporate Services 

DATE: April 7, 2020 FILE NO.:   1700-20-2020 

SUBJECT: OPTIONS TO REDUCE 2020 PROPERTY TAX IMPACTS  

 
PURPOSE: 

To present options for the reduction of the previously-approved financial plan, in order to reduce 
the property tax impact, and for the consideration of additional tax relief for commercial properties. 
 
BACKGROUND: 

Council had approved the Town’s 2020-2024 financial plan in February; the plan had projected a 
general property tax increase of 1.79%.  However, in response to the unprecedented financial 
impacts of the current COVID-19 pandemic, Council approved the following resolution at the 
March 26th Special Council Meeting: 

That staff bring forward, to the next regular Council meeting on April 14, 2020, options 

for reducing the general tax increase to zero, and options for additional tax relief for 

Commercial and Light Industrial properties. 

Options for addressing the above Council direction are included and discussed below.   

Another tax relief option that has been requested, and is being considered, is the postponement of 
the regular July 2nd tax deadline.  This option is addressed in a separate report. 
 
DISCUSSION: 

In response to the requests to reduce the tax impacts, staff have modelled 5 different scenarios for 
Council’s consideration, as follows: 

1. Tax impacts with the approved 1.79% general tax increase 

2. Tax impacts with the general tax increase rolled back to zero 

3. No general tax increase, plus an additional 5% reduction for Commercial/Industrial 

4. No general tax increase, plus an additional 10% reduction for Commercial/Industrial 

5. 5% tax reduction across the board. 

The following appendices are attached to help illustrate the impacts of the various scenarios 
discussed in this report: 

• Appendix A – Estimated tax changes for the average Residential property 

• Appendix B – Estimated tax changes for the average Commercial property 

• Appendix C – Comparison of 5 scenarios for the average Residential property 

• Appendix D – Comparison of 5 scenarios for the average Commercial property 
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Scenario 1 

It is important to illustrate the estimated tax impacts with no change to the municipal taxes, if for 
no other reason than to provide a starting point for comparison.  It should be noted, for all of the 
scenarios, that rates are not yet available for Provincial School Taxes, nor for the Transit Levy.  
When these rates are announced, there will be additional changes to the estimates provided here.  
What we do know about School Taxes is that the Province has announced a 50% reduction in 

School Taxes for Commercial and Light Industrial properties.   

Under the base scenario, the tax impact for an average Residential property is $27, as projected 
through the budget process.  Known increases for other jurisdictions total $14, taking the total 
increase on the tax bill for the average Residential property to $41.   

The base scenario for the average Commercial property results in an overall decrease of an 
estimated $1,489; this is due to the large reduction (50%) in School Taxes for Business properties. 

Scenario 2 

Under Scenario 2, the tax impact for an average Residential property is $14, consisting of the 
overall increase for other jurisdictions.  The municipal taxes would be the same as last year for 

the average property.   

It is important to note, however, that the Town will have to clearly communicate that this “zero 
increase for the average” will not apply to everyone.  Because residential properties increase or 
decrease in assessed value at different rates, there may not be too many properties that will pay 
exactly the same amount of municipal taxes as the year before.  There will continue to be the usual 
redistribution of the tax burden among the various residential properties, according to how much 
their assessed value changed in relation to the average.  However, most properties will be very 
close to the average, meaning that they will see a slight increase or slight reduction over last year. 

For a Commercial property under Scenario 2, the overall reduction in taxes will increase by the 
municipal portion of taxes, to a new total reduction of 1,593.  It should be noted, however, that the 
municipal taxes for the “average” Commercial property are somewhat overstated.  This is a factor 
of the common tax rate applied to Commercial and Light Industrial properties, as per Town policy, 
while the assessed values of each of the two property classes increased by different percentages.  
(A detailed discussion of this point is beyond the scope of this report, but it should be noted that 
this illustration is not exact). 

Scenario 3 

Under Scenario 3, the tax impact for an average Residential property increases by another $6 to a 
total of $20.  As a reminder, Scenario 3 represents a zero tax increase for Residential, with a 5% 
reduction for Commercial.  This reduction for Commercial has the effect of changing the tax 
multiples, which in turn impacts the amount of Regional District and Library taxes paid by the 
average residence. 

A 5% reduction in taxes for the Business class results in additional savings of $291 in municipal 
taxes, and another $62 in CRD and Library taxes.   

Scenario 4 

Under Scenario 4, the tax impact for an average Residential property increases by $13 above the 
scenario 2, to a total of $27.  This scenario represents a zero tax increase for Residential, with a 
10% reduction for Commercial.  This additional reduction for Commercial amplifies the multiple 
impacts on Regional District and Library taxes paid by the average residence. 
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A 10% reduction in taxes for the Business class results in total savings of $581 in municipal taxes, 
and another $126 in CRD and Library taxes.  Combined with the School Tax savings, the average 
Commercial property would see an overall decrease of $2,300 over last year. 

Scenario 5 

Under the last scenario modelled by staff, a 5% reduction in taxes is applied evenly across all 
property classes.  While this option was not specifically requested by Council, it was deemed to 
be an interesting comparison.  Under this scenario, the average Residential property would see a 
$76 reduction in municipal taxes, or a total reduction of $62 overall, when the $14 increase for 
other governments is factored in.   

For Commercial, the municipal savings would be the same as Scenario 3 ($291); but the additional 
savings for CRD and Library would disappear, as the tax multiples would not be affected if the tax 
cut was across the board. 

Funding the Reductions in Tax Revenues 

The five scenarios modelled above would lead to an overall reduction in property tax revenue of 
between $216,000 and $819,000.  Staff are recommending that this loss of tax revenue be offset 
in the financial plan through an additional allocation of Surplus.  While the 2019 year-end is not 
quite finalized (the audit is still ongoing), we are projecting an “excess” amount of accumulated 
surplus of approximately $800,000.  By “excess”, we mean the amount exceeding the Town’s 
minimum level of accumulated surplus, pursuant to our long-standing policy.  While care should 
be taken in appropriating this much at once – especially when we are already using over $350,000 
to balance the budget – these extraordinary times make it an acceptable solution.   

Staff are recommending the above method of funding the reduced tax revenue – rather than a 
reduction in expenditures – because analyzing the budget for potential delays to tax-funded 
projects is difficult to do on such short notice, with so many unknowns to be considered.  For 
example, we are not sure how long the current conditions will last, and how much interruption 
there may be to municipal operations.  Staff will be undertaking ongoing reviews of our numerous 
projects over the next several weeks and maybe months.  It may be possible throughout the course 
of this year to revise our list of projects for the year; for the time being, we should assume that 
anything not completed this year will simply be carried forward to future years, or perhaps 
cancelled altogether the next time the financial plan is reviewed.  For the time being, given that 
there is an alternative funding source for the anticipated tax revenue reductions, the expenditure 
side of the budget should be maintained. 

Council can expect periodic updates on the status of our work plan over the course of this year.  
The financial plan may be amended throughout the course of the year as appropriate.  This could 
include a reduction of certain expenditure areas, and a corresponding reduction of the Surplus 
being used to balance the budget.  Short of these amendments, it is conceivable that an operating 
deficit may occur for the year; an annual deficit is permitted, as long as we have an overall 
accumulated surplus from prior years’ operations, which we do.  This is a very good example of 
what our accumulated surplus is meant for – a sort of “rainy day” fund. 

If, as a result of additional budget amendments throughout the year, as well as actual results for 
the year, operational savings are realized, these may be used to reduce the tax impacts for 2021 
and beyond.   
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FINANCIAL IMPACTS: 

While most of the financial impacts of the proposed tax reduction scenarios have already been 
discussed above, a few additional points should be considered.  Clearly, given the financial impacts 
of COVID-19 on the local community, some level of tax relief provided by the municipality may 
help.  However, since virtually all of our revenues come from property taxes and utility user fees, 
we do not have the same ability as senior governments to provide assistance.  The Provincial and 
Federal governments have much wider-ranging revenue sources, and that gives them the power to 
provide a wider range of relief measures.  While 2020 will be a challenging year financially – with 
likely spillover impacts into future years – the municipality provides essential services to its 
residents and businesses; these must be sustained for the longer term, while allowing for a measure 
of relief in the immediate term. 

Any tax reductions approved for 2020 will have impacts on the tax increases in future years.  For 
example, without reductions to the 2021 budget, reducing the 2020 tax increase to zero would 
result in a 5.39% increase for 2021, rather than the more modest projection of 3.56% that existed 
previously.  Any further reductions below the zero-increase level would make this projection even 
more challenging.  Clearly, however, Council will have an opportunity to look at next year’s 
budget in order to smooth out this impact for future years, in addition to responding to the full 
impacts of 2020 operations.   

 

Council will be presented with the above options to reduce the property tax impacts for the year, 
and asked to select one of the options.  Staff will also have a limited ability to model additional 
scenarios at the Council meeting.  However, if more complex scenarios are requested, it may 
necessitate an additional Council meeting.   

 

The public will be able to comment on the options presented in this report through correspondence 
to the Town prior to the April 14th meeting; if marked as “Public Participation”, these comments 
will be read aloud at the meeting; if received as general correspondence, all comments will be 
copied for Council’s review and consideration.  The public will also have additional opportunities 
to comment on any decisions made by Council between the 14th, and the next meeting on April 
27th.   

 
 
RECOMMENDATION: 

That the 2020-2024 Financial Plan be amended to reflect a ___% general tax increase for 
Residential properties, and a ___% general tax increase (decrease) for Commercial and Light 
Industrial properties, with the offsetting funding to come from Accumulated Surplus. 

 

Respectfully submitted,     I concur, 

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


