AGENDA ITEM #

REQUEST FOR DECISION
Subject:

2020 Preliminary Operating Budget Results

Meeting Date:

Tuesday, February 23, 2021

Prepared By:

Marika von Mirbach, Financial Planning Coordinator

Presented By:

Bill McKennan, Director of Corporate Services
Marika von Mirbach, Financial Planning Coordinator

Link to Strat Plan:

Improving Fiscal Sustainability

Recommended
Motion:

6.3

1. That Council approve an additional contribution of $78,001 to the Water
Service Area Reserve.
2. The Council approve a draw from the Revenue Stabilization Reserve in the
amount of $1,425,000 to fund the allowance for uncollectable property
taxes.
3. That Council approve an additional contribution of $59,863 to the Capital
Equipment Plan Reserve.
4. That Council approve a contribution to the Parks Reserve in the amount of
$80,000 from the operating surplus to provide contingency funding for the
Road Spraying program.
5. That Council approve a reduction of $30,000 for the Horseshoe Canyon
Capital Project to fund the Horseshoe Canyon focus group, and that
$18,000 be funded as a carry-forward operating project funded from the
Parks Reserve.
6. That Council approve a contribution of $240,000 to the Revenue
Stabilization Reserve to fund carry-forward initiatives as detailed in
Appendix B.
7. That Council approve the remaining balance of the 2020 Operating Budget
Surplus be allocated to the Revenue Stabilization Reserve.
8. That this report be received for information.

Background/
Proposal

Council receives quarterly financial reports during the year. These reports are
intended to inform Council of financial transactions to-date and how these
expenditures, revenues and other financial indicators compare to the annual
operating budget and plan that Council has previously approved.
The purpose of this report is to:



Report on the expected year-end operating results for 2020.
No major impacts are anticipated prior to the completion of the 2020 audit
by the externally appointed auditors.
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The final operating results will be represented in the audited financial statements
which are anticipated to be presented to Council in April.
Discussion/
Options/
Benefits/
Disadvantages:

The County is required under the Municipal Government Act (MGA) to approve both
an operating and capital budget that are balanced and fully funded. To achieve this,
the budget is prepared on a fiscal viability basis and is monitored and controlled to
achieve this desired outcome of a balanced budget. As such, all budgeted revenues
must equal budgeted expenditures.
The municipality follows the legislative financial requirements of the MGA and it’s
supporting Regulations. In addition, the municipality meets or exceeds all policy
statements of the Canada Public Sector Accounting Handbook, which is governed
by the Chartered Professional Accountants Canada (CPA).
The budgeting process allows municipalities to prioritize projects, programs and
service levels based on anticipated revenue and expenses. A municipality’s annual
budget routinely consists of two components:
The Operating Budget plans for a municipality’s day-to-day expenditures (e.g.
salaries, wages, benefits, heat, electric, and maintenance of buildings and
infrastructure, etc.). The Capital Budget plans for the purchase and financing of
assets or improvement of existing infrastructure (e.g. roads, water and wastewater
facilities, county facilities and major projects, etc.)
For accounting and budgeting purposes, the County’s activities are segregated by
department or area of responsibility. There are many reasons to budget this way: it
shows the responsible approximation of revenues and expenses related to each
department, it allows for the accounting of specific activities and it allows for easier
reporting to Council and our ratepayers and Provincial or Federal bodies.
This RFD includes the following Financial Reports:
 Operating Budget Summary (Appendix A)
 Operating Budget Recommendations (Appendix B)
 Reserve Continuity Schedule (Appendix C)
 Cash/Investment Summary (Appendix D)
A separate report regarding both operating and capital projects for 2020 is
presented under a separate cover.
The following sections provide details and commentary on each of these schedules.

Operating Budget Summary (Appendix A)
The purpose of this schedule is to provide Council a corporate summary of the
Operating Budget Performance for the year-ended December 31, 2020; and to
provide explanations for unfavourable or favourable corporate results for the year.
This report has been prepared with input from all departments and analysis
performed by Corporate Services staff.
It should be noted that the presented results are preliminary, and are subject to
changes as a result of additional year-end work by both internal staff and the
external auditors. Any significant fluctuations will be detailed upon completion of the
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annual audit; one potential area is the valuation of inventories which will be
captured as part of the year-end undertakings.
There are two views of the variances presented, the first by the classification of the
revenue source or nature of expenditure. The second view is by organization unit or
department. The notes are structured by nature of revenue or expenditures
indicating the major department where this variance is reflected.
The net forecasted revenue/expenditure year-end result anticipates a surplus of $1,
347,323. A significant portion of this surplus relates to uncollectable penalties and
fines on taxes, as well as corporate initiatives which were budgeted for in 2020 but
were not completed during the year. In addition, $383,250 was received as a grant,
which was not included in the budget, from the provincial government to support the
municipality in Covid-19 related costs and reduced revenues. Based on the
foregoing, a surplus of $289,323 is reflective of the operating results for the
municipality.
Revenue Summary - $3,902,195 Unfavourable at Year-End
The majority of this variance results from Transfers from Reserves which were
$4,248,085 under budget, this relates primarily the gravel extraction project which
will be carried forward into 2021. In addition, the positive variance in Penalties and
Fines of $725,832 is expected to be largely uncollectable, and administration has
provided a subsequent recommendation in this report in relation to this amount.
Numerous other variances are reflected in the report. Variances which are new, or
have significantly changed since the 3rd Quarter report are discussed first, followed
by a recap of items previously reported on.
New Changes
i.

ii.

iii.

iv.

Operating Grants $289,280 Favourable ($54,000 unfavourable in Q3)

$383,250 Favourable as a result of MOST operating funding from the
province related to Covid-19 (total of $511,000, $127,750 has been
deferred to 2021).

$94,500 Unfavourable related to provincial agricultural grant
reductions.
Transfer from Reserves $4,248,048 Unfavourable ($1,350,000 in Q3) - this
presents as an unfavourable revenue variance, but it represents funds not
utilized for operating projects in 2020.

$3,072,597 relates to the gravel extraction project which will be
carried forward into the 2021 budget; this will be addressed the
separate Project Report to Council.

$968,720 relates to the Wimborne Environmental Project which is
anticipated to be substantially complete and funds will remain in the
Environmental Reserve; this will also be addressed in the separate
Project Report to Council.
Other Revenue $80,436 Unfavourable ($154,402 in Q3) relates to water
“sales” related to the Transportation department. $70,000 of the previously
noted variance related to property taxes and has been reallocated as such
for presentation purposes.
Sales of Goods and Services $39,746 Unfavourable ($130,964 in Q3) This
is comprised primarily of:

Call Revenue (Protective Services) $8,053 Unfavourable

Dust Control (Transportation) $41,208 Favourable based on
applications applied.

Bulk Water Sales (Water Department) $35,672 unfavourable related
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mainly to industry activity.

Water Sales $14,214 unfavourable due to expansion of system startups and general wetter weather.

Campsite Rentals (Parks) $18,000 unfavourable due to decreased
utilization.

Penalties and Fines $725,832 Favourable ($28,109 Unfavourable in
Q3). This item is showing a favourable result however the bulk of
these penalties will not be collectible and administration has included
a subsequent section, as well as a motion, in this report to discuss
mitigation options.
Property Taxes $79,878 Unfavourable ($50,392 in Q3) – there have been a
few appeals with respect to industrial taxes which were successful and
resulted in a decrease from budget of tax revenues for those rolls. An
additional appeal was successful in Q4.
Special Taxes and Frontage $82,686 Favourable ($17,792 in Q3) related to
water service area taxes.

$78,001 of this favourable variance relates to Water Service Area
revenues. Motion #1 has been provided to increase the associated
contribution to reserves.
Capital Equipment Plan Sales $122,218 Unfavourable relates to disposed
assets being sold for less than budgeted, however $72,000 relates to items
which will be disposed in 2021. The net unfavourable will be reduced to
$50,218.

Items Previously Reported
viii.
ix.
x.
xi.

Licences and Permits $16,362 Favourable ($12,906 in Q3) mainly
attributed to planning relates fees.
Sales to Other Governments $20,830 ($10,849 in Q3) relates to multiple
departments related to ICF agreements.
Other Taxes $243,443 Unfavourable ($257,597 in Q3) is solely related to
Well Drilling revenues.
Return of Investments $223,203 Unfavourable ($244,202 in Q3) first
quarter investment returns were above anticipated receipts, however with
the onset of Covid 19, financial markets have seen a significant drop in
interest rate returns; for example, the Prime Rate was 3.95% in the first
quarter and has declined to 2.45% currently and rates are not expected to
recover for some time.

Expense Summary $5,249,518 Favourable at Year-End
The majority of this variance results from under-budget reserve funded operating
($1,006,525) and gravel projects ($3,059,258). The $3,059,258 relating to gravel
projects will be carried-forward into 2021.
Other significant variances resulted from planned initiatives which were not
completed as a result of the on-going pandemic. Some of these are core budget
items which have been maintained in the proposed 2021 budget, but some items
were one-time initiatives for which recommendations have been made to carryforward funding so they can be completed in 2021.
Variances which are new, or have significantly changed since the 3rd Quarter report
are discussed first, followed by a recap of items previously reported on.
New Changes
i.

Contract Goods and Services $750,790 Favourable ($407,328 in Q3). This
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is comprised primarily of the following Favourable and Unfavourable
variances:

Legal and Professional Services (All) $82,100 Favourable ($45,200 in
Q3)

Compliance and Skills Development (All) $188,800 Favourable
($136,000 in Q3)

Maintenance and Repairs (All) $72,600 Favourable ($36,600 in Q3)

Advertising and Recruitment (All) $46,800 Favourable ($28,800 in Q3)

Fleet related repairs (Transportation, Water, Parks) $50,600
Favourable ($25,900 in Q3)

Assessment Services $40,000 Unfavourable – The provincial
government has taken over DIP Assessment and the County will not
receive anticipated recoveries. This will create 2021 budget pressures
of a similar amount.

Other Professional Contracts and Services $82,600 Favourable.

IT and Service Contracts $103,000 Favourable; primarily due to IT
initiatives not completed due to Covid, a motion to request funds be
carried forward to 2021 is included in this report.
Materials, Goods, Supplies and Utilities $620,740 Favourable ($431,469 in
Q3) is comprised primarily of:

Fuel $264,100 Favourable ($133,900 in Q3) mainly Transportation,
Water, Parks reflecting unanticipated lower fuel prices related to oil
demand and Covid impacts.

Operating Materials $225,800 Favourable ($139,000 in Q3). Various
smaller variance across departments Transportation, Water and
Parks. Administration will be reviewing to ensure cost savings without
negatively impacting service levels or qualities.

Fleet related expenditures $85,200 Favourable ($109,000 in Q3)

Health and Safety Equipment Expenditures unanticipated due to
Covid 19 $35,000

Water Purchases for resale $42,100 Unfavourable ($1,200
Favourable in Q3).
Transfers to Other Governments $284,904 Favourable this relates to ICF
agreements; a portion of this favourable variance is being recommended to
carry-forward to 2021 due to outstanding negotiations related to ICFs.
Non-TCA Operating Projects $1,006,525 relates to Operating Projects
which are complete and remaining funds will be allocated to reserves in a
separate Project Report.
Gravel (Inventory) Projects $3,059,258 Favourable ($1,341,613 favourable
at Q3) relates to the gravel extraction project which is ongoing. The
variance relates purely to timing, and the overall project is anticipated to be
on-budget.

Items Previously Reported
vi.

Wages, Salaries and Benefits $226,876 Favourable ($397,170 in Q3). The
factors are as follows:

Full Time positions vacant $150,300 Favourable (Planning,
Transportation)

Seasonal positions late starts $84,500 Favourable (Transportation,
Water, ASB, Parks)

Legislative and Council remuneration reduction related to Covid
restrictions $46,000 Favourable

Temporary benefit rebates and benefit plan efficiencies (Dental and
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other health needs) $36,500 Favourable

Benefit savings due to changes in provider $43,000 Favourable

Accruals for unused vacation and other entitlements $153,000
Unfavourable
Provision for allowances $942,615 Unfavourable. This relates to
uncollectable taxes written off during the year.
Transfers to Individuals and Organizations $166,657 Favourable ($48,935
in Q3). Numerous grant programs did not receive normal levels of grant
applications mainly due to Covid-19 factors.
Contributions to Reserves $44,403 Favourable.

$172,465 Unfavourable Relates to variances in capital equipment
plan proceeds.

$78,000 Favourable relates to contributions from increased WSA
revenues, Motion #1 has been provided in this report to increase this
contribution.

Other Issues and Recommendations (Appendix B)
The operating budget summary forecasts a surplus of $1,347,323 however,
administration has detailed numerous factors that require a restatement of the
surplus to reflect actual operating results for the municipality. This has resulted in a
restated surplus of $289,323; the factors related to the restated surplus detailed
below:

Uncollectable Penalties on Taxes
It is anticipated that the majority of the favourable revenue variance on Penalties
and Fines of $725,832 is largely uncollectable. Administration must provide the
auditors with an assessment of outstanding taxes and penalties. Under PSAB this
estimate must be reflected in the consolidate financial statements.
Uncollectable Taxes
As noted above, Administration has undertaken an assessment of uncollectable
taxes and penalties and $1,425,000 in additional funding will be required to be
allocated to the allowance for doubtful accounts. In prior years, Council has
anticipated these shortfalls and did provide funding in the revenue stabilization
reserve. Motion #2 has been included in this report to recommend that this amount
be funded through the Revenue Stabilization Reserve.
ICF Capital Equipment Purchases and Sales
Capital equipment purchases and sales resulting from ICF negotiations has resulted
in $220,500 in proceeds, and $160,637in purchases. This has resulted in $59,863
in net revenues not previously budgeted for. These are not included in the operating
results above.
Due to ICF negotiations there is effectively equipment that the County is
responsible for replacing, which has not been fully funded within the Capital
Equipment Plan. Administration is recommending in Motion #3 that the $59,863 be
transferred to the Capital Equipment Plan reserve.
Road Spraying Program
The road spraying program has seen fluctuations in the budget related to the
program only taking place in alternate years. The ASB department has worked to
smooth this expense, but administration is recommending a contribution to the
Parks Reserve of $80,000 to fund possible fluctuations in chemical costs for future
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years. Motion #4 recommends this transfer.
Horseshoe Canyon Focus Group
The Horseshoe Canyon Focus Group was to be funded from the Horseshoe
Canyon capital project. This type of activity does not qualify as a capital expense
and administration is recommending that the $1,250,000 project budget be reduced
by $30,000 and $30,000 in funding be moved into the operating budget. In 2020 the
initiative incurred $12,000 in expenses, so administration has included Motion #5 to
recommend an additional $18,000 be carried forward with operating surplus. This
will not change the overall budget related to this project.
Other Corporate Initiatives
Several corporate initiatives were planned in 2020 and were not completed during
the year. These initiatives have not been included in the 2021 Proposed Operating
budget, and administration is requesting Council approval to fund these projects
from the 2020 surplus to be carried forward into 2021. These initiatives include:






Ongoing ICF negotiations and potential adjustments ($135,000)
IT Microsoft Exchange transition to Office365 ($30,000)
IT Records Management system requirements ($30,000)
HR Initiatives policy and handbook updating ($20,000)
Asset Management funding to offset anticipated grant ($25,000)
Motion #6 seeks approval for this carry-forward funding.

Council Commitments
The operating budget for the last few years has provided carry-overs for two
initiatives that have been supported by Council. The first is the Acme Gym
Contribution ($50,000) and the second being the Linden Infrastructure Plan
Contribution ($112,500). Funding for these projects has been earmarked in the
reserves and the projects will not show on the carry-forward list.

Remaining Surplus
With all above recommendations taken into consideration, a remaining surplus of
$289,323 is projected. The exact amount of the remaining surplus is subject to
change as a result of additional year-end work both internally and by our external
auditors. Motion #7 seeks authority to move any remaining surplus into the
Revenue Stabilization Reserve.

Reserve Continuity Schedule (Appendix C)
The attached reserve schedule outlines the actual reserve contributions and draws
during 2020 in order to project the 2020 year-end balance of reserves. These
transactions account for both operating and capital reserve transactions.
In addition, the schedule details carry-forward funding from both this report and the
year-end project report to project reserve balances available for 2021 and future
initiatives.

Cash/Investment Summary (Appendix D)
The negative impacts of Covid-19 on the financial markets has had a very negative
impact on the County’s overall interest rate returns. As detailed in Appendix D the
average monthly interest earnings have declined significantly from the pre Covid
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interest rate returns. The “Prime Interest” rate has declined from 3.95% to 2.45%,
the County benchmark return is Prime Rate minus 1.75%. The impact has meet that
our benchmark return has declined from 2.2% to 0.7%. Each 1/10th change in the
rate equates to approximately $40,000 in interest earnings annually for the County.
Without the unanticipated rate reductions, the overall interest earnings would have
exceeded the 2020 of $702,800 by approximately $250,000. Given the significant
and unanticipated rate declines a shortfall in interest earnings of approximately
$223,203 is anticipated at year-end.
Administration will be reporting further to Council on additional measures being
undertaken to optimize the County’s returns, while still being in 100% compliance
with the MGA and all provincial investment regulations.

Financial
Implications:

The overall financial position of the County continues to be positive with
Administration and Council exercising prudent financial management. The
recommendations included in this report ensure that the financial risks of the
County are managed and planned for in the best interest of the County ratepayers.
The disposition of the annual surplus provides opportunities for County to
proactively manage future risks and financial pressures.

Council Options:
Recommended
Engagement:

1. Receive report for information.
2. Provide direction to alter 2020 budget plan.
☒ Directive Decision (Information Sharing-One way communication)
Goal:
Tools:

To educate and inform citizens
☐ Individual Notification or ☒ Public Notification

☐ Consultative Decision (Consulting the Public – Two way communication)
Goal:
Tools:

To seek feedback, test ideas, develop concepts and collaborative solutions
☐ Public Hearing ☐ Open House ☐ Focus Group ☐ Other-

☐

Collaborative Decision (Active Participation- Share or delegate decision making)
Goal:
To share or delegate decision making
Tools:
☐ Participatory Decision Making ☐ Inter-Municipal Agreement ☐ Other-

Attachments:






Operating Budget Summary (Appendix A)
Operating Budget Recommendations (Appendix B)
Reserve Continuity Schedule (Appendix C)
Cash/Investment Summary (Appendix D)

Follow-up
Actions:

Bill McKennan
Director Approval:
Bill McKennan, Director of Corporate Services

CAO Approval:
Mike Haugen, Chief Administrative Officer
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