AGENDA ITEM #

REQUEST FOR DECISION
Subject:

Quarterly Financial Reporting as at September 30, 2021

Meeting Date:

Tuesday, November 9, 2021

Prepared By:

Marika von Mirbach, Financial Planning Coordinator

Presented By:

Marika von Mirbach, Financial Planning Coordinator

Link to Strat Plan:

Improving Fiscal Sustainability

Recommended
Motion:

6.1

1. That Council authorize the cancellation of 2021 taxes in the total
amount of $3,579.23 for the Gas Co-Op owned properties, rolls:
32272431200, 33232920400, 34241720510, 35240620400, 29222241500,
29230920610, 30212040900, 30241931300, 30253510100, 31220841600,
31221141600, 31250241500 as per Council Policy #16-15.
2. That Council authorize the cancellation of 2021 taxes in the amount
not paid by the province for roll 30211533000 as per the directive from
the Province regarding the Grants in Place of Taxes program.
3. That Council authorize that the net proceeds from the sale of the
Sundre (McCall) land be contributed to the gravel reserve.
4. That Council receive the Quarterly Financial Report, for the Period
ending September 30, 2021, 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 expenditures,
revenues and other financial indicators compared to the annual operating budget
and plan which Council has previously approved.
The purpose of this report is to:



Report on the operating budget performance to-date.
Provide other supplementary information on key financial indicators for the
municipality.

This is the report for the period ending September 30, 2021 (3rd Quarter).
Discussion/
Options/
Benefits/
Disadvantages:

The County is required under the Municipal Government Act (MGA) to approve both
an operating and capital budget which 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).
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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 which 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 which 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 by Function (Appendix A)
 Operating Budget Summary by Department (Appendix B)
 Project Summary (Appendix C)
 Cash and Investment Summary (Appendix D)
 Reserve Continuity (Appendix E)
The following section provides details and commentary on the operating budget
summary schedule.
Operating Budget Summary by Function (Appendix A)
The purpose of this schedule is to provide Council a corporate summary of the
Operating Budget Performance for the nine months ending September 30, 2021,
and to provide explanations for unfavourable or favourable corporate results
forecasted to year-end.
The body of this report will focus on Appendix A, which provides operating results
by the classification of the revenue source or nature of expenditure. Appendix B,
which is presented by organizational unit, is provided for reference on the individual
departments.
The net forecasted revenue/expenditure year-end result anticipates a surplus of $1,
514,015 which represents a 5% overall variance on the Operating Budget. The
projected variance is primarily the result of the receipt of unbudgeted funds, and
lower than budgeted expense trends due to the ongoing pandemic. All programs
are being delivered within the service levels approved in the 2021 operating budget;
the favourable results are not a result of programs or service levels being reduced.
Revenue Summary - $861,933 Unfavourable forecasted to Year-End
While this variance is classified as unfavourable from a technical standpoint, it is in
fact a positive variance for the municipality. The variance primarily relates to lower
than budgeted reserve draws which results in a release of reserve funding for future
initiatives. The lower than budgeted reserve draws are a result of underbudget
operating projects, primarily the Torrington Gravel Pit project which was
underbudget by $1.7 million; the reduction in reserve draws is offset with lower than
budgeted expenditures.
There are also several favourable variances resulting form the receipt of
unbudgeted funds related to: multiple operating grants, the 2021 gravel blitz
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program, the receipt of provincial PERC credits, as well as the receipt of Disaster
Recovery Program (DRP) funds related to overland flooding in 2018. No additional
expenditures were planned as a result of the receipt of these funds, and the
majority of this funding was recommended to be transferred to reserves as of June
30, 2021, and is reflected with an increase in the Contributions to Reserves
expense line, as well as on Appendix E.
More detail on significant forecasted variances is discussed below:
i.

ii.

iii.

Operating Grants - $285,000 Favourable ($235,000 Favourable at Q2,
$50,000 Favourable at Q1)
 $50,000 Favourable - as previously reported, the County received
an ASB grant during the first quarter which was not included in the
approved 2021 operating budget, and which relates to the 2020
operating year.
 $50,000 Favourable – an ASB grant related to 2021 which was not
budgeted for, and which was recently received from the province.
 $50,000 Favourable - the County has received approval for a grant
through Federal Canadian Municipalities to support progression of
the County’s asset management initiative. The County’s portion of
expenses related to this initiative will be accommodated within the
existing operating budget.
 $128,000 Favourable - the County has recognized provincial grant
funding related to Covid relief; these funds have been utilized
against Covid related expenses and provide relief for decreases in
revenue sources resulting from the pandemic.
 $7,500 Favourable - a provincial grant was received which will
decrease the reserve funding required for the 2021 Tourism
Strategy operating project.
Other Revenue - $288,000 Favourable ($286,000 Favourable at Q2, on
budget at Q1)
 $179,000 Favourable - the County received funds relating to 2018
overland flooding. Given that these funds are repayment for
expenses incurred by the County in previous budget years the
funds were transferred by Council motion to the newly created
Disaster Recovery Reserve during the Q2 report which is reflected
as an over contribution to reserves in the expenditure section of this
report.
 $135,000 Favourable – relates to Provincial Education Requisition
Credits which were received as a rebate on education requisitions
paid to the provincial government for which the associated taxes
were not collectable and were written off by Council. These funds
were transferred by Council motion to the Revenue Stabilization
during the Q2 report which is reflected as an over contribution to
reserves in the expenditure section of this report.
 $60,000 Unfavourable ($46,000 Unfavourable at Q2, on budget at
Q1) – relates to lower than budgeted water “sales” related to oil and
gas activity.
 $11,000 Favourable ($11,000 Favourable at Q2, on budget at Q1)–
relates to funds received from local urban municipalities to support
Economic Development tourism development initiatives.
Sales of Goods and Services - $215,000 Favourable ($152,000 Favourable
at Q2, on budget at Q1)
 $120,000 Favourable ($107,000 Favourable at Q2) – relates to the
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Gravel Blitz days put on by the transportation department. These
funds are being transferred by Council motion to the Revenue
Stabilization as per the Q2 report which is reflected as an over
contribution to reserves in the expenditure section of this report.
 $40,000 Favourable ($36,000 Favourable at Q2) – due to higher
than budgeted dust control applications.
 $60,000 Favourable (on budget at Q2 and Q1) – higher than
budgeted water sales related to municipal water lines.
Penalties and Fines – This line shows a positive variance as at the third
quarter but is projected to be in alignment with budget at year-end. This is a
result of penalties and fines being booked which are not anticipated to be
collectable but have not been written off by Council. A subsequent report to
Council regarding these uncollectable penalties and provisions for
allowances will be brought forward to Council later in the year.
Special Taxes and Frontage - $79,000 Favourable ($114,000 Favourable at
Q2, on budget at Q1) – this primarily relates to riser fees received which
were not included in the approved budget, as well as increases due to
assessment shifts.
Return on Investments - $48,000 Favourable ($50,000 Favourable at Q2,
on budget at Q1) – administration has developed new investment strategies
to obtain a higher return on investment. Appendix D provides additional
detail for this line item.
Transfer from Reserves - $1,843,000 Unfavourable ($1,726,000
Unfavourable at Q2, on budget at Q1) – this variance presents as an
unfavourable revenue variance but is a reduction in the reserve funding
required for 2021 operating projects. The majority ($1.7 million) of the
variance relates to the Torrington Gravel Pit and is off set with a favourable
expense variance related to the project. Administration anticipated
additional gravel available for extraction, but the full amount was not
realized, resulting in cost savings and less funding drawn from reserves.

All other revenue streams are in line with expectations, and no significant year-end
variances are anticipated.
Expense Summary $2,375,948 Favourable forecasted at Year-End
Most of this favourable variance relates to the Torrington Gravel Pit project having
been completed under budget ($1.7 million).
Significant expenditure variances are discussed in detail below:
i.

ii.

Contract Goods and Services - $333,000 Favourable ($161,000 Favourable
at Q2, on budget at Q1). This favourable variance relates to expenses
across multiple functions and all departments of the organization. The
ongoing pandemic has resulted in lower than budgeted advertising, training,
development, and contracted services.
Materials, Goods, Supplies and Utilities - $144,000 Favourable ($119,000
Favourable at Q2, $44,000 Favourable at Q1). Similar to contract goods
and services, this variance relates primarily to general operational supplies
and is distributed across all departments of the organization. Financial
impacts related to circumstances such as fuel cost spikes, or incremental
costs related to weather, will continue to be closely monitored through to
year end, and could result in changes to the year-end forecast which have
not been projected at this time.

Both the “Contract Goods and Services” and “Materials, Goods, Supplies and
Utilities” classifications are reflecting slightly more favourable variances for the third
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quarter than anticipated at year-end. This is mainly reflecting the timing difference
of the goods or services being ordered and the actual payment for those goods or
services. In most of these classifications there is a lag, for example the fuel
consumption for September is not billed until October. Administration has been
improving the forecast model on an ongoing basis to address reporting lags;
however, some lags will continue to be present during the year. Much of the surplus
increase in these classifications results from the expectation that the ongoing
pandemic will continue to affect certain items, like training, for the duration of the
year.
iii.

iv.

v.

vi.

Salaries, Wages and Benefits - $406,000 Favourable ($297,000 Favourable
at Q2, $178,000 Favourable at Q1). There has been turnover in the first
three quarters of the year which has resulted in cost savings for the
organization. Favourable weather conditions have resulted in lower than
budgeted overtime expenditures. In addition, Council remuneration is under
budget due to limited meetings because of Covid restrictions. The variance
at Q3 is higher than projected to year-end due to the anticipation that
weather conditions could impact overtime trends, and increased Council
activity after the election may result in increased compensation over prior
trends.
Transfers to Individuals and Organizations - $83,000 Favourable ($20,000
Favourable at Q2, on budget at Q1). This favourable variance is a result of
underutilization of Council grant programs largely due to the ongoing
pandemic.
Contributions to Reserves - $434,880 Unfavourable (on budget at Q2 and
Q1). This represents additional reserve contributions resulting from
unbudgeted revenue inflows which were addressed during the Q2 report.
This includes prior year DRP funding, prior year PERC credits from the
province, and revenues related to the gravel blitz program.
Gravel (Inventory) Projects - $1,698,000 Favourable ($1,660,000
Favourable at Q2, on budget at Q1). The Torrington Gravel Pit project is
now complete and came in under budget, and the gravel hauling project for
2021 is complete and under budget. Administration anticipated a potential
for a larger quantity of gravel to be extracted during the Torrington Pit
project. This was not realized, and as a result the project is under budget.
This favourable variance is offset with an unfavourable revenue variance
due to a decrease in the reserve funding required for the initiative.

Project Summary (Appendix C)
The County is currently undertaking 29 operating and capital projects. The specific
details for each project are detailed in Appendix C.
Two capital projects are complete and were under-budget.
In addition, five operating projects are complete and have come in under budget
which will decrease the funds drawn from those reserves in 2021. Two operating
projects are projected to be over-budget, and administration anticipates funding the
over-expenditures with operating surpluses.
Project savings on both operating and capital projects will be returned to the original
funding source to finance projects in future years.
Projected project surplus and deficit balances have been reported on the Reserve
Schedule (Appendix E).
Cash/Investment Summary (Appendix D)
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The negative impacts of Covid-19 on the financial markets had a very negative
impact on the County’s overall interest rate returns. The average monthly interest
earnings have declined significantly from the pre Covid interest rate returns. The
“Prime Interest” rate declined from 3.95% to 2.45%, the County benchmark return is
Prime Rate minus 1.75%. The impact has meant that our benchmark return has
declined from 2.2% to 0.8%. Each 1/10th change in the rate equates to
approximately $40,000 in interest earnings annually for the County.
Administration has endeavored to implement new investment strategies in 2021 to
improve investment returns. As detailed in Appendix D, the rate of return on cash
investments now ranges from 0.7% to 1.8%. Administration anticipates the
annualized return to climb to approximately 1.2% by the end of 2021 and expects
that trend to continue into 2022 and onward. This strategy will allow the 2022
budgeted revenues to be increased significantly.
Reserve Continuity (Appendix E)
This schedule tracks the movements, based on Council approvals, of each of the
County’s reserves. The financial information reported in this schedule will only
change if:




Council approves new expenditures or amends project budgets.
Projects are completed under budget.
Unanticipated external funding, mainly grants, are approved post budget.

These changes will be reflected and reported on in the schedule as “Post Budget
Approvals”.
Administration has included a column to display funds anticipated to be returned to
reserves based on estimated project surpluses/deficits. These transfers will not
occur until projects are finalized, or Council approves motions to amend project
funding, but have been included to better align the various appendices of this
report.
Overall, based on budget approvals and investments in the County’s infrastructure
the utilization of reserves is anticipated to be approximately $9.1 million ($12.2
million at Q2; the difference being that the Hastie Highway project funding was
amended from reserve funding to MSI grant funding), with offsetting contributions to
reserves of $7.2 million ($6.8 million at Q2; the difference being the contribution of
funds received relating to DRP, PERC and Gravel Blitz).
This has not considered the return of approximately $1.6 million as forecasted in
Appendix C “Project Summary” and in the “Projected Surplus/Deficit of 2021
Projects” column related to projects being completed under budget.

Other Considerations
Annual Tax Cancellations
Gas Co-Op Taxes
In June 2016, Council approved Policy #16-15 which gave direction to cancel taxes
to the Gas Co-ops operating within the County; the 2021 levy on these properties is
$3,579. Motion #1 requests the authority to write-off these taxes in accordance with
policy.
Grants in Lieu of Taxes Program (GIPOT)
In the October 2019 provincial budget, the province informed municipalities that
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funding for the GIPOT program would be reduced to 75% in 2019, and to 50% in
2020 and all future years. This provincial policy change amounts to a loss of
approximately $600 annually for the County.
The province has directed municipalities to issue their normal tax bill for the
properties falling under the GIPOT program and we will receive payment as
directed under the current budget. Motion #2 requests authority to cancel the
portion of the taxes not being paid by the province.
Sale of Land
At the October 26th Council meeting, Council authorized the sale of the Sundre
(McCall) land. However, the motion did not specifically authorize the reserve
contribution for the net sale proceeds. Motion #3 requests the authority to transfer
the net proceeds to the gravel reserve.
Financial
Implications:

The overall financial position of the County continues to be positive with
Administration and Council exercising prudent financial management.

Council Options:
1. Receive report for information.
2. Provide direction to alter 2021 budget plan.
Recommended
Engagement:

☒ 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:





Follow-up
Actions:

Operating Budget Summary by Function (Appendix A)
Operating Budget Summary by Department (Appendix B)
Project Summary (Appendix C)
Cash and Investment Summary (Appendix D)
Reserve Continuity Schedule (Appendix E)

None.

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

CAO Approval:
Mike Haugen, Chief Administrative Officer
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