
1 
 

  

TOWN OF SIDNEY 
REPORT TO COUNCIL 

TO:  Mayor & Council 
FROM: Andrew Hicik, Director of Corporate Services 

DATE: February 24, 2021 FILE NO.: 1700-20-2021 
SUBJECT: POTENTIAL BUDGET REDUCTIONS 

PURPOSE: 
To provide Council with more information and suggested budget reduction options to support 
2021-2025 Financial Plan deliberations. 

BACKGROUND: 
In developing the budget, staff try to respond to Council and taxpayer concerns and requests, in 
addition to incorporating our own knowledge and experience of the needs of the organization in 
bringing forward new projects and initiatives.   

Staff do not bring forward frivolous budget items for consideration.  If it is included in the 
budget, it is because – in our best professional judgment – it will assist in delivering Council and 
citizen-expected services.  The Town is fortunate to have staff who are very committed to 
constant improvement; however, this often comes at additional cost.   

Despite service level improvements over the past several years, the cumulative tax impact for the 
past 5 years ending in 2020 was a full 2% less than inflation over that same timespan.  This 
simply could not be achieved if frivolous, unnecessary items were included in the budget.  

Previous budget presentations and reports have highlighted the unique nature of this budget year.  
The one-time COVID-related tax reductions in 2020 provided relief to both residents and 
businesses.  Businesses, in fact, benefitted from a 10% reduction in their municipal property 
taxes, in addition to Provincial School Tax relief.  The reduction in Business property taxes 
resulted in a $335,000 revenue loss to the Town.  When the Town became aware of the one-time 
Safe Restart grant funding, it made it easier to keep the business tax reduction in place on a more 
permanent basis (at least as the starting point for 2021).  This was made possible through the use 
of Safe Restart funds to make up for the lost revenue. 

While the Safe Restart funding will allow the Town to transition back to full revenue levels more 
gradually, this phase-in should not be put off for long.  The more we keep taxes artificially low 
over the next year or two, the higher the increases will have to be in the years following.  This 
will be further illustrated below. 

DISCUSSION: 
The tax increase proposed in the draft financial plan was 4.45%.  This projection, which was a 
starting point for budget deliberations only, resulted from internal and external funding 
pressures.  At initial budget deliberations on February 16th, Council asked a series of questions 
about various budget items, and made several resolutions to reduce parts of the budget; this lead 
to a revised tax impact of 4.13%.  The following reductions to the 2021 budget were tentatively 
approved at the February 16th meeting: 
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• The unallocated amounts within the Economic Development Fund be removed from the 
budget.  This reduced the tax impact by $33,137. 

• The Supplemental item for BC 150 Celebrations was also removed, resulting in 
additional savings of $5,000. 

The cumulative reduction resulting from the above is $38,137, which reduces the proposed tax 
increase to 4.13%.   

At the February 16th meeting, the majority of Council also made it clear that the ultimate 
expectation was a tax increase somewhere between 2% and 3%.  Based partly on the discussion 
at the meeting on the 16th, staff have taken a closer look at certain projects, as well as additional 
funding options, and have a series of recommendations for Council to consider as we try to pare 
down the tax increase.  These will be itemized below, and will be followed by an enhanced 
discussion of tax-funded Capital items. 

Updated Property Tax Impact from Feb. 16th: 4.13%

1.  Alternate Funding for Pickleball Design (25,000)        
2.  Delay Transfer to Ferry Reserve (75,000)        
3.  Surplus funding for Energy Rebates (50,000)        
4.  Additional Surplus funding to reduce tax impact (41,000)        

Total Reduction in Property Tax Impacts: (191,000)      

Updated Property Tax Impact if all approved: 2.50%  

1. This reduction involves a change in the funding source for a portion of the Pickleball 
consultation and design that is slated to occur this year.  Specifically, the design component 
may be funded from a non-tax source.  More detail is provided below, in #5 of the following 
section on tax-funded Capital. 

2. In 2020, the Town initiated a transfer to the Ferry Reserve to supplement the funding that is 
already set aside through Washington State Ferry lease payments.  In the longer term, the 
money received from WSF will be insufficient to replace the ferry terminal infrastructure, 
and the Town must set aside additional funds of our own.  2021 was slated to be the second 
annual transfer; this may be deferred for a year, as the major capital investments in the 
terminal are still several years away, and we will have the opportunity to replenish this 
reserve over the coming years. 

3. Council recently approved an allocation of $50,000 for energy rebate top-ups for the 
conversion of homes to more fuel efficient heating systems.  While the Town does not have a 
dedicated funding source for this type of climate action program, Council’s desire to reduce 
the tax impact – even if it requires more use of accumulated surplus – was clearly heard.  The 
Energy Rebates will now be funded from Surplus. 

4. As a suggestion, a 2.5% tax increase falls right in the middle of the range of increases 
considered acceptable by the majority of Council on the 16th.  In order to meet this target 
without additional cuts to tax-funded budget items, an additional draw of $41,000 from 
Surplus is required.  If Council decides to cut additional tax-funded items from the budget, 
this additional draw from Surplus may not be required in order to meet a 2.5% target. 
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Tax Funded Capital 

The Town allocates a certain amount of tax funding each your to the Capital program to fund 
certain projects that do not have a non-tax funding source.  This list of projects includes a 
number of annual, recurring items, as well as a number of new items each year.  For purposes of 
reviewing the Capital budget, the tax funded projects are listed by classification for Council’s 
consideration.  Approximately $200-$300,000 of tax funding is allocated to Capital each year. 

There are a number of annual/recurring projects, which are included in the budget each year.  
Most of these are long-standing initiatives that have been previously approved over the years.  
Many of these items are for equipment replacement, broken out into functional areas such as 
Parks, Public Works, Fire Department, etc.  Rather than budgeting individually for a number of 
small pieces of equipment each year, these annual allocations allow for an overall budget to 
replace crucial equipment, or add new pieces as required to improve operations or productivity.  
This program has worked very well over the years.  We also have additional annual programs for 
initiatives like Underground Wiring, Street Lighting addition or replacement, and a relatively 
new item for Tree Planting.   

The total annual budget for these annual/recurring items is approximately $160,000; however, if 
the funds are not fully used in any particular year, the savings are carried forward to the 
subsequent year; this, in turn, reduces the new tax impact in that subsequent year.  To illustrate, 
the 2021 budget includes only $99,300 in new funding for these recurring items, with close to 
$60,000 in savings carried forward to fund the rest. 

The 2021 Capital budget also proposes $168,450 of tax funding for 11 “new” Capital projects.  
Staff bring forward a number of new items each year, due to public or Council request, or as 
service or productivity improvements.  If Council wishes to reduce the tax impact for this year, 
the new projects are the most likely place to do so.  The following table lists the 11 new projects.  
Most are further discussed below: 

1 Town Hall Staff Bicycle 1,200       
2 Tempest - Licensing eApply 28,250    
3 Fire Dept. Mobile Inspections 10,000    
4 Fifth Street Medians Landscaping 16,500    
5 Pickleball Courts Site Consultation and Design 30,000    
6 Tree Guards 25,000    
7 Picnic Table at Rose Garden 7,500       
8 Survey Equipment-Engineering 15,000    
9 Visitor Centre Curb Repair 10,000    

10 Temporary Bike Parking 5,000       
11 Speed Reader Signs 20,000    

New Projects 168,450   
2. This is a service and productivity improvement for the Town’s Business Licencing software, 

as described in the budget document (page 106).  A second, related item is included in the 
2022 budget.  The eApply module was selected first because it has the most external benefit 
to customers (business licence holders).  While this item is not absolutely crucial, staff think 
it provides enough of a benefit to bring it forward for consideration.  If not approved, we will 
continue on with our existing tools and processes, but the potential benefits will be lost. 

3. The Town continues to automate all of its inspection capabilities.  Building Inspection had 
previously been addressed.  This is also a productivity improvement that will reduce the 
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Inspectors’ administrative time, allowing more time for fire, rescue and other duties.  While 
there is no immediate payback in terms of cash savings, any productivity improvement is 
expected to push the need for additional personnel further into the future. 

4. The existing landscaping on the medians in the middle of Fifth Street constitutes an ongoing 
maintenance issue.  Weeding these medians requires one lane of Fifth Street to be closed to 
traffic, and although appropriate traffic control is put in place, it is still risky to be working so 
close to live traffic.  It costs approximately $6,400 annually to maintain these medians.  
Installing a lower-maintenance surface will reduce the risky work, and “pay for itself” in just 
over 2.5 years.  Similar to #3 above, the payback on these projects is not in direct cash 
savings, but in freeing up staff for additional duties and incrementally pushing the need for 
more staffing further into the future. 

5. There has been a great deal of discussion regarding potential pickleball courts in Sidney.  The 
budget items in place to address this initiative include $30,000 for consultation and design in 
2021, followed by $250,000 for construction in 2022.  The construction phase of this 
potential project is projected to be funded through Gas Tax (this will likely be supplemented 
through fundraising by the Pickleball Association if the project proceeds).  Staff are 
proposing to reduce the tax funding to $5,000; this would be for the consultation only.  
Following consultation, if this turns into a capital project, the design would be eligible for 
Gas Tax funding, as is the future construction.  This reduces the tax impact by $25,000, while 
still allowing the potential design to be undertaken later this year.   

6. These Tree Guards are proposed to protect existing trees in downtown Sidney from vehicles 
backing into and damaging them. This is staff’s highest tree-related budget priority for 2021. 

7. A picnic table at the Rose Garden, adjacent to the Library, is a COVID-19 related request 
from the public.  This park is being heavily used by residents of the nearby care facilities, 
and it is difficult for someone who has mobility challenges to sit on a bench and enjoy a 
coffee while being physically distanced from a friend. An accessible picnic table will help 
facilitate these kinds of small, physically distanced gatherings.   

8. As per the explanation on page 151 of the budget binder, this survey equipment is a 
productivity improvement that would enable existing Engineering staff to complete other 
duties in a more timely manner.  Given the departmental workload, any such time-saving 
measure is extremely important in helping meet Council and public service expectations. 

9. Necessary repairs to the curb at the Visitor Centre were identified after Seventh Street was 
overlaid in 2019. The taper to the existing asphalt at the Visitor Center access road creates a 
dam that is blocking surface flow, which results in localized ponding. Although it would be 
great to tackle this item in a timely fashion, it could be delayed for a year or two if required. 

Public Washroom Projects Grant Application 

The Town had submitted a grant application covering two proposed public washroom projects:  a 
new facility near the waterfront, and the replacement of the existing Fourth Street washrooms.  
Unfortunately, we were not successful in this application.  The Town does have full funding in 
place for the Fourth Street replacement, as well as additional funding for new public washrooms.  
However, funding for the latter is currently spread over two years (2021 and 2022) in the 
financial plan.  In order for the new waterfront washrooms to proceed this year without the grant 
funding, the 2022 portion of the funding should be advanced to 2021.  It is very likely that the 
available $300,000 will be sufficient to complete the waterfront washrooms this year. Moving up 
this funding does not impact taxes, as the funding is from the Amenity Reserve. 
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FINANCIAL IMPLICATIONS: 
If approved by Council, the proposed changes discussed in this report would reduce the tax 
increase in the draft financial plan from 4.13% to 2.5%.  These and other potential reductions 
may be discussed during final budget deliberations on the 2nd.   

A tax increase of 2.5% would translate to an impact of just under $38 for the average residence, 
or approximately $3 per month.  When we include the $10 increase in the Water Infrastructure 
Levy, the monthly increase is still only $4 per month.  The same increase is estimated to cost the 
average commercial property approximately $10 per month.   

In a typical year, operational needs have to be weighed against the tax impact on the average 
household.  An additional $4 per month may be seen as a worthwhile investment in municipal 
services.  The question to be asked then is “are the various improvement proposed in the 2021 
budget worth an additional $3 and change per month for the average residence?”  However, 
given our need to make up for lost revenue once Safe Restart funds are used up, the issue 
becomes slightly more complicated.  In addition to the traditional cost vs benefit analysis, we 
also have to consider the future impact of keeping taxes too low over the next year or two; it will 
lead to larger increases in the years beyond.   

The use of Safe Restart funding over the next 3 years has already been illustrated.  The following 
table takes the analysis a little further, by showing not only the Safe Restart funds, but also the 
amount of Surplus projected to be used. 

Tax Mitigation Measures 2021 2022 2023 2024 2025
Safe Restart Grant 970,400     610,000    460,000   67,600    -         
Additional Surplus 200,000     100,000    -         -         -         
"Extra" Mitigation* 1,170,400   710,000    460,000   67,600    -         
Base Surplus 250,000     250,000    250,000   250,000   250,000   
Total Tax Mitigation 1,420,400   960,000    710,000   317,600   250,000   
* Tax increase equivalent 10.0% 6.1% 3.9% 0.6%  

The table shows that over $1.17 million is being used in 2021 to keep taxes lower than they 
potentially should be.  This does not include the proposed additional tax reduction measures 
described in the previous section, which would add $91,000 more Surplus to this total.  At 
$1.17M, it is equivalent to a tax impact of approximately 10%.  This 10% must ultimately be 
made up over time, along with additional “tax mitigation” measures used in future years. 

It is possible that once Safe Restart funds run out, Surplus may continue to be used to phase back 
to full revenue levels.  This use of Surplus may be acceptable to a future Council, but please keep 
in mind that our Surplus is finite; we will have to decide on a minimum level to maintain in 
future, as once it is gone, there will be no opportunity to use it to reduce year-to-year 
fluctuations, nor to tax for less than the full cost of annual operations (as we do now). 

Staff estimate that the annual revenue increase required to fund ongoing operations – without 
adding any new services – falls in the range of 2.5% to 3.5%; let’s call it 3% on average.  This 
covers annual, negotiated personnel increases, inflation, the unavoidable cost increases we 
typically face each year, and escalating contributions to our reserves.  This increased revenue 
requirement is partially met each year through growth in the tax base; whatever remains must be 
raised through tax increases.  If we do not raise taxes sufficiently to cover the shortfall, we are 
slowly eroding our financial sustainability.   
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RECOMMENDATIONS: 
1. That Council receive this report for information, and consider some of the tax reduction 

options discussed in the report;  

2. That the 2022 funding for Public Washrooms be advanced to 2021. 

Respectfully submitted,      I concur, 

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