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Agenda Item:  	D.1	

Request for Decision
		

	Title 
	2020 Annual Audited Sturgeon County Financial Statements

	
	

	Proposed Motion
	That Council approve the 2020 Annual Financial Statements as prepared by Administration and audited by the firm of Metrix Group LLP Chartered Professional Accountants.

	
	

	Administrative
Recommendation
	That Council approve the 2020 Audited Financial Statements as required by the Municipal Government Act.

	
	

	Previous Council Direction
	December 10, 2019 Regular Council Meeting
Motion 505/19: That Council approve the 2020 Operating and Capital Budget as amended by motions passed on November 28, 2019 and December 10, 2019 and represented by a 1.18% tax rate increase.

	
	

	
Report
	Background Information
· The 2020 Operating and Capital Budget was approved by Council on December 10, 2019, which set-in motion the planned financial activities for 2020.
· On March 11, 2020, a global pandemic resulted in governments worldwide enacting emergency measures that have caused significant disruptions to businesses, governments, and other organizations resulting in an economic slow-down and increased financial volatility. 
· By the end of March 2020, in consideration of the pandemic, Sturgeon County focused on essential operations and financial sustainability to ensure business continuity. As discussed further within, the actions below attributed to the positive outcomes within our 2020 financial year end results.  
· Service levels and programs were reviewed to perform essential activities and to reduce, or defer, non-essential activities and respective spending.
· Departments were asked to review their budgets and to postpone or cancel any non-essential spending for the duration of 2020 and, in some cases, until certainty in property tax collections prevailed.
· Penalties for water and wastewater users were cancelled from March 31, 2020 to June 30, 2020 with no disruption to services.  
· Taxpayers were provided an extension to pay their annual property taxes from the last business day in June to the last business day in August, without penalty, should they have required this flexibility in 2020.
· The 2020 Financial Statement Audit has been performed by Council by Metrix Group LLP Chartered Professional Accountants (Metrix) as appointed by Council.
· Through March and April 2021, Administration worked closely with Metrix to satisfy the requirements of the 2020 Financial Statement Audit, resulting in the successful completion and in the following opinion.
· “In our opinion, the financial statements present fairly, in all material respects, the financial position of the County as at December 31, 2020 and the results of its operations, changes in net financial assets, and its cash flows for the year then ended in accordance with Canadian public sector accounting standards.”
Revenues:
· Sturgeon County’s practices and policies on budgeting for revenue is conservative, therefore contributing to a variance at year end in actual revenue versus budgeted revenue. Municipalities are not permitted to run deficit budgets, and a conservative approach in budgeting minimizes the risk of departing from legislated financial management requirements.
Net Municipal Tax
· The overall increase in assessment values from the 2019 assessment predictions (August 2019) used for the 2020 Taxation Rates bylaw (April 2020) development attributed to approximately $625,000 in additional property tax revenue.
· Supplementary property tax, which allows for assessment of all improvements prepared in accordance with Part 9, Division 4 of the Municipal Government Act (MGA), is not budgeted for as uncertainty exists as to whether Council will authorize a supplementary assessment bylaw each year and/or certainty that supplementary assessment will exist and to what extent, in turn making a relatively confident property tax revenue assumption for the upcoming tax year.
· In 2020, a supplementary assessment bylaw was approved and resulted in approximately $12.9 million in additional property tax revenue.
· There were five months’ of Significant Tax Growth Revenue recognized in the amount of approximately $12.6 million as result of the Sturgeon Refinery being commissioned in June of 2020. From this funding, there was a 2019-year commitment amounting to approximately $1.1 million. Considering this a viable 2020 revenue source, Council acted quickly and approved approximately $6 million to address several infrastructure projects including drainage improvements and strategic road stabilization projects in July and August 2020 to address significantly higher annual rainfall accumulations.
· The remaining supplementary assessment attributed to approximately $357,000 in property tax revenue.
· Fort Hills Energy Corporate tax prepayment revenue recognition began in 2016 and will be recognized over a 10-year period. The revenue recognized for 2020 is $789,460, which reduces the deficit from operations and does not contribute to the accumulated surplus.
Other Revenues:
· Special Levies attributed to approximately $308,000 less revenue as result of Community Aggregate Program levies being less than anticipated.
· Penalties on taxes and service charges revenue attributed approximately $297,000 in unanticipated revenue from accounts becoming past due in accordance with bylaws.
· Government transfers for operating include the Government of Alberta and Government of Canada providing the Municipal Operating Support Transfer (MOST) to support municipalities due to financial impacts resulting from the COVID-19 pandemic. The County received $2.08 million in MOST funding and was able to recognize this revenue against operating expenses tracked during the pandemic and the remainder against approximately $1.9 million in unpaid property taxes for the total transfer. In addition, an increase of approximately $325,000 is the result of funds received for the Provincial Education Requisition Credit in the amount of approximately $183,000 and a Can Export Grant (Diversification Study) in the amount of approximately $72,500, with the remaining balance being revenue recognized from deferred.
· User fees and sales of goods were slightly greater than anticipated whereas licenses and permits were slightly less than anticipated with an insignificant net impact on revenue.
· Return on investments attributed to approximately $471,000 (net of fees) in unanticipated revenue as result of conservative estimates due to volatile markets. Employing historical trend analysis helps to establish increases or decreases when required. 
· Other Revenue attributed to approximately $618,000 in additional revenue as result of unanticipated enforcement fines collection and insurance proceeds. The insurance proceeds revenue is offset by a related expenditure. 
Expenses:
· Council Motion 304/19 extended a Prepayment of Taxes Agreement which resulted in temporary funding required from the General Operating Reserve for the formerly recognized prepayment to be repaid by Significant Tax Growth Revenue upon recognition in the amount of approximately $1.17 million. 
· Transportation Services enhanced their workplan with revenue from the Infrastructure priority within the Significant Tax Growth Revenue Policy in the amount of $6 million. These funds were approved for use by Council motion in 2020 upon notification of the Sturgeon Refinery being commissioned. 
· Financial Planning for COVID-19 included a fulsome review of programs, services, and essential versus non-essential spending in 2020. Administration took great efforts starting as early as April to ensure that essential operations continued, and remaining operations were paused and phased back in when certainty in collection rates for property tax was determined, which made up 76% of annual budgeted revenue. These efforts and results are demonstrated below: 
· Salaries, Wages, and Benefits was less than budget by approximately $1.27 million. This was a result of summer programming adjustments to ensure that only essential services were being performed in accordance with safe practices and a recruitment freeze for vacant positions until approximately Q4 of 2020.
· Program and Service Level reductions in 2020 resulted in approximately $2.29 million in savings. Non-essential spending reductions resulted in approximately $1.01 million in savings.  
· Waste Management costs were greater than anticipated in the amount of $113,000 as result of a 2% rate increase by Roseridge Waste Management Services Commission.
· Bad Debts were greater than anticipated in the amount of approximately $1.1 million, as result of making an adjustment for the County’s Allowance for Doubtful accounts due to increasing uncertainty around the collectivity of oil and gas company accounts.
· Disposal of Assets resulted in unanticipated loss in the amount of approximately $558,000.
· [bookmark: _Hlk69996341]Debt principle, arising from the Morinville joint servicing agreement, was less than anticipated in the amount of approximately $235,000 as result of operating cost recognition.
External Communication
· The Sturgeon County 2020 Annual Audited Financial Statements will be published on the Sturgeon County website.

Relevant Policy/Legislation/Practices:
· Section 276 of the Municipal Government Act, RSA 2000, c.M-26 (MGA) requires municipalities to submit an annual report to the Minister by May 1 of each year.
· Section 244 of the MGA allows municipalities to carry an accumulated deficit for a maximum of three (3) years.
· Reserve Policy (PLY_Reserve_Policy_2016) – approved November 27, 2018.

	
	

	Implication of Administrative Recommendation
	Strategic Alignment:
Strong Local and Regional Governance - Goal 3.2: Sturgeon County is financially stable and fiscally sustainable.

Organizational:
· Annual Audited Financial Statements must be completed and available to the public.
· The approval of the Financial Statements will allow Administration to file the 2020 Audited Financial Statements and Financial information return with Municipal Affairs.
Financial:
· The fiscal year ended December 31, 2020, resulted in an operating surplus of $12,536,668.89 which has been distributed as follows within the audited financial statements:
· To fund commitments for the Rotary Club Donation in 2021 for the amount of $10,000 and Victim Services in 2021, 2022, and 2023 in the amount of $20,334 from the Significant Tax Growth Revenue Policy in the amount of $30,334.
· To fund the 2021 Budget commitments as approved by Council on December 8, 2020 for total amount of $1,660,762, as listed below:
· Rotary Club Donation
· Victim Services
· Website Enhancement/Replacement
· Corporate Advocacy Supports
· Villeneuve Airport Area Growth Supports
· Business Analyst Extension
· SharePoint Implementation
· Environmental Planning Services Roadmap
· Signs Service Enhancement
· Train Whistle Cessation
· Defense and Security Investment Supports
· Firefighter x Three Positions
· Custodian Laborer
· To allocate funding to the Drainage Reserve in the amount of $833,097 for future projects.
· To allocate funding to repay the Contingency Reserve in the amount of $25,000 for advocacy efforts.
· To allocate funding to the Utility Capital Reserve in the amount of $61,432 for the replacement of a Lift Station Generator.
· To allocate funding to the Vehicle and Equipment Reserve in the amount of $40,677.25 arising from unbudgeted fire insurance collections.
· To allocate funding to the Road Network Reserve in the amount of $7,803,949.64 with $1,212,015.61 committed to a project and the remainder unallocated but to ensure the reserve is sustainable for future year planning and emergent needs.
· To allocate funding to the General Operating reserve in the amount of $2,081,417 to ensure reserve sustainability given the continued uncertainty of tax collectability arising from the pandemic.

	
	

	Alternatives Considered
	That Council approve the 2020 Audited Annual Financial Statements as prepared by Administration and audited by the firm of Metrix Group LLP Chartered Professional Accountants with an alternate allocation for the uncommitted portion of the 2020 Operating Surplus.

	
	

	Implications of Alternatives 
	Strategic Alignment: 
Strong Local and Regional Governance - Goal 3.2: Sturgeon County is financially stable and fiscally sustainable.

Organizational:
· Administration would ensure that the 2020 Audited Financial Statements reflect the operating surplus reallocation.
Financial:
No direct financial implications aside from a potential reallocation of the surplus, or portion thereof, to a different reserve or committed to specified Council priority.

	
	

	Follow up Action
	1. Post the 2020 Audited Financial Statements to the Sturgeon County website (Financial Services & Corporate Communications, April 2021). 

	
	




	Attachment(s)
	1. Metrix Group LLP Chartered Professional Accountants Presentation
2. Draft 2020 Annual Audited Sturgeon County Financial Statements
3. Reserve Policy

	
	

	Report Reviewed by:
	
Sabrina Duquette, Manager, Financial Services

Scott MacDougall, Chief Operations Officer – COO 

Reegan McCullough, County Commissioner – CAO 



Strategic Alignment Checklist						
Vision: Sturgeon County: a diverse, active community that pioneers opportunities and promotes initiative while embracing rural lifestyles.
Mission: Provide quality, cost effective services and infrastructure to meet the diverse needs of the Sturgeon County community, while improving competitiveness and sustainability.

	Focus Areas
	Not consistent
	N/A
	Consistent

	Planned Growth and Prosperity
	
	
	

	We encourage varied and integrated enterprises that enhance our strong economic 
base, while balancing the needs of the community and natural environment.
(Strategic Plan and MDP pg. 36)
	☐	☒	☐
	· Supports a strong thriving business environment to strengthen our economic foundation
	☐	☒	☐
	· [bookmark: _Hlk524429560]Plans for responsible growth through the MDP and regional growth plan.
	☐	☒	☐
	· Manages growth for current and future developments through:
·  transparent bylaws, policies and processes to enable responsible land development
	☐	☒	☐
	· targeting growth around existing and identified future growth areas
	☐	☒	☐
	Maintain and Enhance Strong Communities
	
	
	

	We are committed to a safe and viable community, where our residents are  
provided with access to opportunities and quality of life. 
(Strategic Plan and pg. 27 MDP)
	☐	☒	☐
	· Provides access to programs and services that have a positive impact on residents’ quality of life
	☐	☒	☐
	· Provides access to safe and reliable infrastructure assets
	☐	☒	☐
	· Supports the safety of people and property
	☐	☒	☐
	Strong Local and Regional Governance
	
	
	

	We promote consistent and accountable leadership through collaborative and 
transparent processes (Strategic Plan and pg. 27 MDP)
	☐	☒	☐
	· Provides effective leadership and management consistent with Strategic Plan, MDP, master plans, bylaws, policies, community engagement 
	☐	☒	☐
	· Considers fiscal stability and sustainability
	☐	☐	☒
	· Fosters collaborative intergovernmental partnerships 
	☐	☒	☐
	Community Identity & Spirit
	
	
	

	We will build upon our strengths, where together we will create an inclusive, caring community (Strategic Plan and MDP pg. 27)
	☐	☒	☐
	· Promotes and/or enhances residents’ identification with Sturgeon County
	☐	☒	☐
	· Support and/or collaborate with voluntary organizations in the region
	☐	☒	☐
	Environmental Stewardship
	
	
	

	We foster a healthy environment and minimize our impact on ecosystems. (Strategic Plan and MDP pg. 27)
	☐	☒	☐
	· Plans and partnerships that minimize environmental impact on natural areas
	☐	☒	☐
	· Provides awareness of environmental issues impacting the County
	☐	☒	☐
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