
 
2025 ANNUAL FINANCIAL REPORT  

REPORT FROM THE CHIEF FINANCIAL OFFICER

Executive Summary
As part of the 2025 budget, Council approved a significant tax increase and directed 
Administration to identify and implement cost efficiencies. Through disciplined expenditure 
control, vacancy management, and timing of planned initiatives, The City achieved favourable 
operating results relative to budget. This resulted in the first Annual Operating Surplus before 
Other since 2015, indicating a meaningful improvement in core operating performance. While 
positive, a portion of this variance is attributable to one-time or timing-related factors, and 
continued structural alignment between revenues and expenditures remains a priority.

The Statement of Financial Position reflects measurable improvement in The City’s overall 
financial position. Financial assets increased by $51.6 million, driven primarily by higher cash 
balances, growth in receivables, and strengthened investment holdings. Liabilities increased by 
$13 million, largely due to planned additions to long-term debt in support of the approved 
capital program. Net financial assets improved accordingly, reflecting enhanced short-term 
financial flexibility and liquidity, while maintaining alignment with The City’s long-term 
infrastructure investment strategy.

Reserve balances remain under pressure, though targeted progress was achieved in 2025. The 
operating reserve improved materially, moving from a $5.4 million deficit to a $9.1 million 
surplus; however, this remains short of The City’s targeted balance under its existing reserve 
policy, limiting The City’s capacity to absorb financial shocks or fund emerging priorities 
without additional revenue measures. Utility capital reserves showed improvement across all 
major categories, supporting ongoing infrastructure sustainability. Tax-supported capital 
reserves remained relatively stable; however, current projections indicate a declining trajectory 
in the absence of additional funding, presenting a risk to the long-term viability of the capital 
plan and asset renewal objectives.

Looking ahead to 2026, Council approved a 3.97% tax increase as part of the operating budget. 
The City continues to face persistent inflationary pressures across labour, materials, and 
contracted services, compounded by tariff uncertainty, geopolitical factors, and evolving 
provincial and federal funding frameworks. These external pressures introduce ongoing 
volatility and constrain The City’s ability to maintain service levels and infrastructure investment 
without further fiscal adjustments.

Council has directed Administration to advance the Financial Roadmap to Sustainability, with a 
focus on strengthening financial governance, enhancing long-term planning, and improving 
decision-making frameworks. Key initiatives include the development of a comprehensive asset 
management plan, refinement of reserve and debt policies, and continued identification of 
operational efficiencies. Successful implementation of this roadmap will be critical to ensuring 
The City’s long-term financial resilience and alignment between service delivery expectations 
and available resources.
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Introduction
Mayor Cindy Jefferies, Members of Council of The City of Red Deer (“The City”), I am pleased 
to present the 2025 Annual Financial Report. The attached report provides information to 
taxpayers and other members of the public about The City’s 2025 financial performance. In 
addition, this report describes some of The City’s major financial challenges and provides an 
assessment of The City’s general economic condition. 

Financial Statement Highlights & Analysis
Operating Results
The City saw marked improvement in its operating results compared to the last few years. 
Operating revenues increased by $33.6 million (8.3%) due mainly to tax revenue increase of 
$17.6 million and user fee increase of $16.3 million due mostly to utility fees and land sales. 
This revenue increase is in line with expectations for 2025.

Operating expenses decreased by $8.3 million (1.9%), $33.3 million (7.1%) less than budgeted. 
Materials and supplies and grants to organizations are the primary drivers for the year-over-
year changes. Write down of land inventory along with more engineering projects expensed, 
contributed to the higher materials and supplies expense in the prior year. Grants to 
organizations are down from last year because of the $7.8 million grant portion adjustment of 
The Westerner loan from 2024 as well as reductions in payments made to organizations funded 
through Outreach Support Services Initiative (“OSSI”) grants in 2025.

City functions impacted by the above-mentioned decreases were:
 General government services – $4.2 million decrease due to The Westerner loan 

adjustment offset by increases in consulting fees related to software upgrades, Financial 
Roadmap, and fractional CFO as well as higher election costs.

 Subdivisions, land, and development - $4.9 million decrease due to last year’s land 
inventory write down and development projects expensed.

 Transportation and fleet - $2.6 million decrease in contracted services and materials and 
supplies offset by increase in salaries and depreciation.

 Public health and planning - $2.5 million decrease due to less OSSI grants paid out. A 
similar decrease is reported in OSSI grant revenue as well.

Protective services and parking was the only function that experienced an increase ($3.8 
million) due to a collective agreement settlement resulting in a three-year retro-pay accrual. All 
other functions remained relatively consistent with prior years.
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Revenues continue their upward trajectory while expenses came down just enough to result in 
a modest annual surplus before capital items. The City has not experienced a surplus like this 
since 2015. The tax increase has allowed The City to completely fund its operations; however, 
this will need to be maintained over the long term to continue investing in infrastructure and 
replenish reserves. 

The $33.3 million favourable variance to budget appears to be a positive development, but may 
not be sustainable in the long term, such as with staff vacancies, cost of materials and supplies, 
and grants to organizations. Had these expenses been as high as expected, The City would still 
be reporting an annual deficit before capital items.

Capital Results
The City’s capital expenditures fell under projections by $32.1 million (23.3%) in 2025 and was 
$9.8 million (8.5%) less than last year. Current expenditures were funded with 34% government 
transfers, 37% borrowing, 26% reserve, and 3% other revenue sources.
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The City has borrowed $37.5 million in debentures and used $55.4 million of its reserves to 
fund capital projects, some of which was used to fund projects costs incurred in previous years, 
hence why the percentage of reserve funds used for current year expenditures decreased so 
significantly.

Capital grant revenue recognized in 2025 is $44.1 million, $13.5 million (44.1%) higher than last 
year. Despite the increase, The City continues to struggle spending its deferred grant revenue. 
Programs such as Local Government Fiscal Framework (“LGFF”) and Canada Community 
Building Fund (“CCBF”) require previous advances to be sufficiently spent down before they 
will release advances for the following year. The province is holding back a total of $34.7 million 
in grant advances as of December 31, 2025, with approximately $19.3 million of previous 
advances remaining unspent at the end of the year. The majority of this unspent amount is from 
the Municipal Sustainability Initiative (“MSI”) that ended in 2023. Until The City spends this 
down, the province will not release the LGFF for 2024 and 2025. Projects approved for MSI 
funding have been slower to complete than newer projects approved for LGFF.

Reserves
The tax revenue increase ultimately resulted in a $14.6 million increase in the operating 
reserve-tax supported (“ORTS”), bringing it to a positive balance of $9.1 million. There is still a 
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long way to go in getting this reserve back to a healthy level. Utility reserves increased by $21 
million due to higher net surpluses relative to funds used for capital projects. 
Self-supported reserves have declined overall. Land development reserve decreased by $15 
million in order to fund past development projects and capital replacement reserve decreased 
by $3.7 million due to capital purchases exceeding net surpluses in the year. 

The above graph depicts the large improvement in utility-supported reserves as well as the 
modest improvement in tax-supported reserves, while the self-supported reserves are getting 
squeezed.

Financial Position   
The Statement of Financial Position shows where The City finished at the end of 2025.  
Financial assets increased by $51.6 million (20.2%), mostly due to higher cash and receivables. 
The increases annual surplus and borrowing contributed to the higher cash balance at the end 
of the year. The government transfer receivable increase of $21.8 million is because of the 
LGFF and CCBF funds held back by the province. The $7.0 million increase in investments is 
made up of $4.6 million net bond purchases and $2.5 million fair value increase on the principal 
protected notes.

The City’s liabilities increased by $12.7 million (2.7%). This is entirely due to new borrowings 
during the year, offset by decreases related to the landfill obligation estimate reduction and 
actuarial valuation of sick pay entitlements. 
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The larger increase in financial assets relative to liabilities resulted in a decrease in The City’s 
net debt by $38.9 million (18.6%). 

This is a marked improvement over the prior year, but The City is not out of the woods yet. 
The increase in financial assets, such as government transfer receivable, are temporary in nature 
and are expected to go back down in future years. Consistent surpluses over a longer period 
are necessary to bring The City out of a net debt position and into a net asset position.

One indicator that shows how well The City is managing its financial assets is to compare funds 
set aside for future use against actual funds held. Generally, there should be more than enough 
cash and short-term deposits to cover deferred revenue, and enough long-term investments to 
cover reserves. 
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At the end of 2025, cash and short-term investments could fund 80% of amounts deferred, 
compared to only 51% in 2024. When adjusted for the $34.7 million of grants not yet received, 
The City can cover 135% of deferred revenue currently set aside. This is a positive 
development. 

Long-term investments, however, can cover 83% of reserves, which is 4% lower than last year. 
This is indicative that contributions to long-term investments are not yet sufficient in funding 
The City’s future plans and more work needs to be done to get there.

Respectfully submitted, 

Sam Mugford, CPA, CA
Chief Financial Officer
April 28, 2026


