
Strathcona 
REGIONAL DISTRICT 

STAFF REPORT 

DATE: May31, 2018 
FILE: 0550-04 Board 

TO: Chair and Directors 
Regional Board 

FROM: David Leitch 
Chief Administrative Officer 

RE: CONNECTED COAST PROJECT - SERVICE ESTABLISHMENT AND BORROWING AUTHORITY 

PURPOSE/PROBLEM 
To establish a service and secure borrowing authority to facilitate the Connected Coast project. 

POLICY ANALYSIS 
In order to operate a service, the Local Government Act requires the Board to adopt an establishing 
bylaw. The Community Charter permits the Board to pass a bylaw to incur a liability by borrowing money 
for any purpose of a capital nature and to provide security if provided under an agreement. Approval of 
the electors must be obtained and may be achieved in this instance through an alternative approval 
process. 

EXECUTIVE SUMMARY 
Improved broadband connectivity is a strategic priority of the Regional District Board and on January 17, 
2018 it was announced that the Regional District was a successful partner in obtaining $45.4M in 
combined federal and provincial funding for the Connected Coast project. This project will bring new or 
improved high-speed internet accessibility to 154 BC coastal communities, including 56 Indigenous 
communities representing 44 First Nations. The Connected Coast project was developed by the 
Strathcona Regional District (SRD) and CityWest Cable & Telephone Corporation (CW) and submitted 
under the federal government's $500M Connect to Innovate program. 

The SRD will receive $33M in funding to build a portion of the network. Under the terms of the funding 
agreement, the SRD is also required to operate the SRD portion of the network for a period of 5 years. 
This work is proposed to be done through a wholly-owned subsidiary however, the SRD will be required 
to guarantee performance. 

To undertake this work and guarantee performance, the Board must adopt a service establishment bylaw 
and a bylaw to authorize the borrowing of $33M, representing all federal and provincial funds granted to 
the SRD, in the unlikely event that the SRD was declared by the federal or provincial government to be 
in default of funding agreements. The maximum requisition limit on the service establishment bylaw has 
been set at $0.39 per 1,000 of assessed value which is estimated to be sufficient to service the debt on 
the borrowing should it be required, and to provide financial sustainability for any short-term operating 
deficits. 



Respectfuli 

David Leitch 
Chief Administrative Officer 
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The Connected Coast project is a unique opportunity to bring fully-funded backbone infrastructure to the 
SRD, paving the way for ISP's to connect into more efficient, reliable and affordable bandwidth. This, in 
turn, will provide countless social and economic benefits for the SRD's diverse communities. It is a 
significant undertaking with opportunities that will continue to be identified throughout the course of the 
network build and operations. 

RECOMMENDATIONS 

1. THAT the report from the Chief Administrative Officer be received. 

2. THAT Bylaw No. 321, being a bylaw to establish a service for providing broadband infrastructure, be 
now introduced and read a first time. 

3. THAT the rules be suspended, and Bylaw No. 321 be given second and third readings. 

4. THAT Bylaw No. 322, being a bylaw to authorize the borrowing of funds for financing the development 
of regional broadband infrastructure, be now introduced and read a first time. 

5. THAT the rules be suspended, and Bylaw No. 322 be given second and third readings. 

6. THAT approval for Bylaws No. 321 and No. 322 be authorized to be obtained by alternative approval 
process. 

BACKGROUND/HISTORY 
The Regional Board adopted regional connectivity, including the extension of broadband services and 
the cellular network, as a strategic priority in 2013. For several years, SRD efforts have generally focused 
on advocacy and promotion for the extension of comprehensive broadband services in the region through 
outreach to major service providers and both the federal and provincial governments. To date, there are 
no further known commitments from major carriers to service SRD rural and remote communities at the 
service standard of 50Mbps up and 10Mbps down set by the Canadian Radio-television and 
Telecommunications Commission (CRTC). 

Several funding programs became available in recent years to address connectivity and the Board 
resolved to leverage this funding to better understand the existing connectivity landscape in the region 
and whether there were other opportunities to address underserviced communities. In July 2015, the 
Board allocated $10,000 to develop a regional broadband strategy and in 2016, obtained matching funds 
through the provincial BC Rural Dividend Fund. 

A telecommunications business consultant was engaged to assist regional district staff to develop the 
Regional Broadband Strategy which was released in April 2017 as a draft document for public discussion. 
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One of the key recommendations for the SAD was to plan for backbone with direct connections to the 
Vancouver Internet Exchange and fibre links to address the high costs and lack of adequate bandwidth 
currently available through less efficient transport pathways and major carriers. 

In December 2016, the CRTC announced the federal Connect to Innovate (CTl) program with $500M in 
funding to provide broadband infrastructure in underserviced rural and remote communities. The 
consultant was further engaged to lead an application under this funding program. On March 8, 2017, 
the Board received a presentation from the consultant who recommended the SRD make an application 
for a backbone subsea fibre optic network to serve coastal communities. Staff were directed to prepare 
an application on this basis and on April 12, the Board approved the application which was submitted to 
the CTI program. This application was eventually merged with an application for a complimentary network 
to the north with CityWest, a wholly-owned subsidiary of the City of Prince Rupert. Collectively the two 
network funding proposals were referred to as the Connected Coast project. 

On January 17, 2018 it was announced that the Connected Coast project was successful in attracting 
$455M in federal and provincial funding. The SAD and CityWest entered a Memorandum of 
Understanding to facilitate a continued collaborative approach to the project and both organizations have 
since embarked upon more detailed project planning and due diligence. 

ALTERNATIVES 
The Board may reject the service establishment bylaw, or the maximum requisition limit proposed. iflt 
is not recommended. Advice received from the project consultant and business case analysis undertaken 
to date indicates that there may be short-term operational short-falls. Any short-term operational short-
falls are anticipated to be recovered and repaid through future forecast revenues however it is good 
business practice to be able to sustain the business through these periods. Should the maximum 
requisition amount be set too low, the business may not be able to operate as planned, resulting in a 
default on the funding agreement. The Inspector of Municipalities will seek evidence of operational 
sustainability as well as the ability to service any interest costs on the maximum amount being guaranteed 
by the SRD through the funding agreements. The Inspector may not approve the service establishment 
bylaw if the maximum requisition amount is deemed to be insufficient. Without the service bylaw, the 
SRD cannot legally undertake the project and must withdraw from the funding program. 

The Board may refuse the loan authorization bylaw. This is not recommended. The project consultant 
has advised that project failure, to the extent that the grant amounts would be required to be repaid is 
unlikely and risk management practices will be a key performance requirement of the project 
management office. However, to receive final approval of these bylaws and to form a subsidiary company, 
the Inspector of Municipalities requires the SRD to demonstrate that it has the capacity to repay the full 
amount funds being guaranteed ($33M). Without the bylaws as proposed, the SRD cannot legally 
undertake the project and must withdraw from the funding program. 

FINANCIAL IMPLICATIONS 
Advice provided by the project consultant, a qualified telecommunications business consultant, confirms 
that the SRD's portion of the network has the potential be self-sustaining within a reasonable period. 
Beyond this, network operations are forecast to deliver economic returns to the community in terms of 
related economic development opportunities and direct revenue for reinvestment. In deciding whether to 
pursue this opportunity, legal costs, consultancy costs and travel expenses has been incurred and paid 
for through the regional feasibility service. If a service is established, this new service must reimburse 
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the regional feasibility service. Staff resources are being utilized for this project. A claim will be made 
from grant funding to recover staff time dedicated to the network build. 

LEGAL IMPLICATIONS 
Legal counsel has been engaged and continue to provide advice to the SRD on how best to structure the 
project to minimize liability to the SRD. Project risks will continue to be identified and managed and legal 
advice sought where required. 

INTERGOVERNMENTAL/REGIONAL IMPLICATIONS 
The Connected Coast project has received a tremendous amount of support as evidenced through the 
50 letters of support for the application and communications since the funding announcement in January. 
In all, 154 landings are proposed in eligible communities, including First Nations communities, within and 
outside of the Strathcona Regional District's boundaries. Staff are in the process of implementing 
communications and developing engagement plans to facilitate the approvals required for the project and 
to leverage the investment being made through this project. All communications and engagement plans 
are developed in conjunction with provincial and federal departments for the broader network and to 
satisfy the conditions of the funding agreement. 

Prepared by: Victoria Smith, Manager Strategic Initiatives 

Attachment: Bylaw No. 321, Service Establishment Bylaw 2018 
Bylaw No 322, Loan Authorization Bylaw 2018 



 

 

 

 

BYLAW NO. 321 

____________________________________________________________ 

 
A BYLAW TO ESTABLISH A SERVICE FOR PROVIDING BROADBAND 

INFRASTRUCTURE THROUGHOUT THE STRATHCONA REGIONAL DISTRICT  

____________________________________________________________ 

 
WHEREAS the Regional District may, pursuant to the Local Government Act, operate any 

service that it considers necessary or desirable for all or part of the Regional District; 
 

AND WHEREAS the Regional Board wishes to establish a service for providing broadband 
infrastructure for communities within the Regional District; 

 

AND WHEREAS participating area approval has been obtained in accordance with the 
Local Government Act;  

 

NOW THEREFORE the Board of Directors of the Strathcona Regional District, in open 
meeting assembled, enacts as follows: 

 
Service Established 

1. There is hereby established a service to be known as the regional broadband infrastructure 
service. 

 

Definition 

2. In this bylaw, unless the context otherwise requires, “broadband infrastructure” means 
infrastructure that supports or enables access to high-speed internet and other 
communication or telecommunication networks. 
 

Service Described 

3. The service hereby established includes the design, development, construction, operation 
and maintenance of broadband infrastructure within the service area. 

 

Service Area Boundaries 

4. The boundaries of the service area include the entirety of the Strathcona Regional District. 
 

Participating Areas 

5. The participating areas for the service are the City of Campbell River, Village of Gold River, 
Village of Sayward, Village of Tahsis, Village of Zeballos, Electoral Area A (Kyuquot/Nootka-
Sayward, Electoral Area B (Cortes Island), Electoral Area C (Discovery Islands-Mainland 
Inlets) and Electoral Area D (Oyster Bay-Buttle Lake). 
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Cost Recovery 

6. The annual cost of operating the service shall be recovered by one or more of the following 
methods: 
 
(a) property value taxes imposed in accordance with Division 4.3 of Part 24 of the Local 

Government Act;  
 

(b) revenues received by way of agreement, enterprise, gift, grant or otherwise; 
 

(c) revenues raised by other means authorized by the Local Government Act or another 
Act. 

 

Limit on Requisition 

7. The maximum amount that may be requisitioned annually for the service is the equivalent 
of $0.25 per 1,000 of the net taxable value of land and improvements in the service area. 

Apportionment of Costs 

8. The annual net costs of the service shall be apportioned to the participating areas on the 
basis of the converted value of land and improvements for hospital district purposes. 
 

Citation 

9. This bylaw may be cited for all purposes as Bylaw No. 321, being Regional Broadband 
Infrastructure Service Establishing Bylaw 2018. 

   
READ A FIRST TIME ON THE       DAY OF           , 2018 

READ A SECOND TIME ON THE       DAY OF           , 2018 

READ A THIRD TIME ON THE       DAY OF           , 2018 

APPROVED BY THE INSPECTOR OF MUNICIPALITIES ON THE       DAY OF          , 2018 

APPROVAL OF THE ELECTORS RECEIVED ON THE         DAY OF           , 2018 

RECONSIDERED, FINALLY PASSED AND ADOPTED ON THE       DAY OF           , 2018 

 

 

________________________________ 

Chair 

 

________________________________ 

Corporate Officer 
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____________________________________________________________ 

 
A BYLAW TO AUTHORIZE THE BORROWING OF FUNDS FOR FINANCING THE  

DEVELOPMENT OF REGIONAL BROADBAND INFRASTRUCTURE 

____________________________________________________________ 

 
WHEREAS the Regional District has, by Bylaw No. 321, established a service to provide 

regional broadband infrastructure;  
 
 AND WHEREAS the Regional District wishes to provide financing for the development of 

regional broadband infrastructure, the estimated cost of which including expenses incidental 
thereto is $6,000,000 (Six Million Dollars) which is the maximum amount of borrowing authorized 
by this bylaw; 

 
AND WHEREAS participating area approval has been obtained in accordance with the 

Local Government Act; 
 
 NOW THEREFORE the Board of Directors of the Strathcona Regional District, in open 

meeting assembled, enacts as follows: 
 
Borrowing Authorized 

1. The Regional District is hereby authorized and empowered to borrow upon its credit a sum 
not exceeding $6,000,000 (Six Million Dollars) for the purpose of developing regional 
broadband infrastructure and to do all things necessary or convenient in connection therewith 
including, without limiting the generality of the foregoing, acquiring all such real property, 
easements, rights of way, licenses, rights or authorities as may be required. 

 

 
Service Identification 

     2. The Regional District service for which the debt authorized by this bylaw would be incurred 
is the service of regional broadband infrastructure. 

 

Term of Debt 

     3. The maximum term for which debentures may be issued to secure the debt created by this 
bylaw is 30 years. 

 
Citation 
 

     4. This bylaw may be cited for all purposes as Bylaw No. 322, being Regional Broadband 
Infrastructure Loan Authorization Bylaw 2018. 
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READ A FIRST TIME ON THE        DAY OF           , 2018 

 

 
READ A SECOND TIME ON THE        DAY OF          , 2018 

 

 
READ A THIRD TIME ON THE        DAY OF          , 2018 

 

 
APPROVED BY THE INSPECTOR OF MUNICIPALITIES ON THE         DAY OF        , 2018 
 
 
APPROVAL OF THE ELECTORS RECEIVED ON THE         DAY OF           , 2018 

 

 

RECONSIDERED, FINALLY PASSED AND ADOPTED ON THE     DAY OF               , 2018 
 

 

 

________________________________ 

Chair 

 

 

________________________________ 

Corporate Officer 
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