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" WELCOME TO
VULCAN COUNTY

Vulcan County is a rural municipality within
Southern Alberta with a population of
approximately 3,984 and is conveniently
located one hour from both Calgary and
Lethbridge. The County covers an area of
56,342 hectares and encompasses the
following:

« Town of Vulcan

« Villages of Carmangay, Champion,
Lomond, Milo and Arrowwood

« Hamlets of Brant, Ensign, Kirkcaldy,
Shouldice,  Queenstown,  Mossleigh,
Herronton, and Travers

GEOGRAPHICAL
INFORMATION:

Location:
Southern Alberta

Major Highways:
Highway 23 & 24

Secondary Highways:
Highway 529, 531, 534, 539,
542, 547, 804, 842, 845

Distance to Major Areas:
- 129 km (81 miles) to Calgary

- 94 km (59 miles) to Lethbridge

- 200 km (125 miles) to Coutts /
Sweetgrass USA Border Crossing

-
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COUNTY PROFILE
COUNTY SERVICES:

Vulcan County provides a number of services to its residents, either directly or jointly with
other municipalities and commissions. These services include the following:

« General Government - including general administration and legislation;
« Protective Services - including fire protection, bylaw enforcement and safety;

o Transportation Services - including road maintenance, fleet repairs and
construction of roads and bridges;

o Agricultural Services - including weed and pest control, Ag equipment rentals,
provision of surface leases and other general agricultural services;

e Planning and Development Services - including development permits, zoning,
subdivision and land-use bylaws;

o« Community Services - including supporting FCSS, recreational and cultural
activities, tourism and economical development;

o Utility Services—including garbage disposal (with the Vulcan and District Waste
Commission) and water services (with Twin Valley Regional Water Commission
and Mossleigh Water Coop).

ECONOMICS OF THE COUNTY:

The largest industry in Vulcan County is agriculture, encompassing approximately 444,000
hectares of farmland. The County is a member of the Foothills Little Bow Association and is
part of the Bow River lIrrigation District. There are three operational grain elevators in
Vulcan County; two just south of the Town of Vulcan, and one within the Town of Vulcan.

Geophysical drilling and pipeline activity have become increasingly important in recent
years, with many oil and gas deposits put into production.

RECREATION AND ATTRACTIONS:

Throughout the County, communities have a wide range of recreational facilities, including
playgrounds, community centres, senior citizens drop-in centres, golf courses, ice arenas,
swimming pools, and rodeo arenas.

Several water recreation areas in the County include the Travers Dam, Lake McGregor,
Williams Lake and Badger Lake. Provincial Parks include the Little Bow Provincial Park, Little
Bow Reservoir Provincial Recreation Area, McGregor Reservoir Provincial Recreation Area,
Travers Reservoir Provincial Recreation area, and the Wyndham-Carseland Provincial Park.

County historical attractions that focus on the First Nations heritage are the Carmangay
Tipi Rings, the Majorville Medicine Wheel, and the Sundial Medicine Wheel; while the
aviation related attractions include the Royal Canadian Air Force Monument at the
Vulcan Industrial Airport.

/
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4 )
VISION, MISSION STATEMENT, & VALUES

« VISION

Striving towards innovation in agriculture and development while
respecting our roots and history.

« MISSION STATEMENT
To provide collaborative leadership, governance and municipal services

« VALUES
- Fairness & Equality
- Respect & Trust
- Ethics
- Honesty

It is important to the Council of Vulcan County that these statements reflect the
collaborative spirit that will enhance their own and their neighbours’ initiatives and
prospects for the future, and support the cooperative initiatives that will provide more
cost effective municipal and other services within the region. (2074-2017 Strategic Plan)

- J
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COUNTY COUNCIL AND THE CAO

Vulcan County Council consists of Councillors elected from each of the 7 divisions of
Vulcan County. As of 2013, Municipal elections are held every 4 years in the month of
October. Consequently, the most recent municipal election took place in October 2017.
The position of Reeve and Deputy Reeve are determined at each of the annual
Organizational Meetings held in October of each year.

The position of Chief Administrative Officer (CAO) is the administrative head of the
organization and reports directly to Council. The following are the elected Council
members as of October 2017 and the County's CAO:

Jason Schneider
Reeve

Division 3 Division 2 Division 1 Division 4

Michael Monner Ryan Smith Doug Logan Nels Petersen
Councillor Councillor Councillor Chief Administrative Officer
Division 5 Division 6 Division 7

Shane Cockwill
Deputy Reeve

Serena Donovan
Councillor

Laurie Lyckman
Councillor

Outgoing Councillors include Derrick Annable, Murray McLean, Glen Gateman, and Roy
Lucas. Vulcan County would like to take this opportunity to thank them for their years of
service to the County.

Council holds two types of meetings: Council Meetings and Governance & Priorities
Committee Meetings.

Council Meetings are more formal and where Council makes the actual decisions on
important matters in the community. These Council Meetings are typically held the 1st
and 3rd Wednesday of each month and are always open to the public and media.

Governance & Priorities Committee Meetings are typically less formal and provide
Administration opportunities to share information, discuss issues, and obtain direction
from Council. This can include, but is not limited to, Budget Committee Meetings and

\ Organizational Meetings.

/
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ADMINISTRATION

position.

payroll).
enforcement.

control and agricultural rentals.

Mike Kiemele
Director of Operations

Stuart Larson
Director of Protective
Services

-

The Chief Administrative Officer (CAO) is the administrative head of the organization and
reports directly to Council. Reporting to the CAO in 2017 were four directors in charge of
each of the County's departments, Development Officer and the Executive Assistant

The following are the departments of the County:

e Operations - department includes road construction, road maintenance, graveling,
bridge construction, and fleet maintenance.

o Corporate Services - department includes information technology, geographic
information systems (GIS), and finance (assessment, taxation, receivables, payables and

o Protective Services - department includes fire protection services and bylaw

o Agricultural Services - department includes seeding, weed control, spraying, pest

Nick Fai
Director of Corporate
Services

Kelly Malmberg,
Director of Agricultural
Services
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ORGANIZATION CHART:
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ORGANIZATION CHART (CONTINUED):
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ORGANIZATION CHART (CONTINUED):
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STRATEGIC PLAN

The purpose of Vulcan County’s Strategic Plan is to create a "blue print” for the future.
Putting the right strategy together and developing a clear action plan for effective
implementation is vital to the success of Vulcan County. To achieve this, Vulcan County
developed the 2074-2077 Strategic Plan, which included the following seven key goals:

1) TRANSPORTATION NETWORKS

Long-term cost effective road maintenance and rehabilitation plan, including the
following strategies:

Investigate new funding for bridge repair and replacement
Bylaw enforcement of roadway irrigation

Continue with the shoulder pull program

Maintain the County’s equipment replacement program
Long-term plan for road rebuilding and rehabilitation

2) RECRUITMENT AND RETAIN QUALIFIED STAFF
Improve recruitment and retention of qualified staff, including the following strategies:

o Participate in the Municipal Intern Program

o Continue with the Apprenticeship Program within the Operations Department

o Partner with high schools and colleges to create education and employment
opportunities

Complete a bi-annual benefit and salary review

Social interaction across organization

Mutual respect between Council and Administration

Retention of qualified machine operators

3) GROWTH AND DEVELOPMENT

To support the development of a business park with a hotel, restaurant and waterfront
development, including the following strategies:

Business park with hotel and restaurant

o Collaborate with an urban municipality or developer (or independently)

e Business assessment; communicate with possible hotels and restaurants to find
interest

« Investigate potential loans or tax breaks for new businesses

Waterfront development

e Streamline the development process

e Have sufficient staff for planning and development

« Potential collaboration with other group or groups for staffing
« Marketing

-
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4) COLLABORATION FOR DOCTOR RECRUITMENT
AND RETENTION

Doctor recruitment and retention, including the following strategies:

Lobby provincial and federal governments
Investigate communities with success stories
Consider a specialty hospital

Rural physician training program

5) PROTECTIVE SERVICES

Regionalization of fire services and to provide timely protective services to
stakeholders, including the following strategies:

Regionalization of fire services

o Complete the transition with those already regionalized

e Build confidence with existing departments to help ease frustration with the
other, non-regionalized departments

Provide timely protective services to stakeholders

o Hire qualified personnel

« Orientate personnel as to the mandate of the program as it relates to the
County and other municipal partner needs

6) GOVERNANCE

Timely communication to ratepayers and consolidation of shop and administration in
new building and yard, including the following strategies:

Timely communication to ratepayers
e Improve Website

e More timely information

o Utilize social media

e Newspaper advertisement

Consolidation of shop and administration in new building

e Financial Plan for the consolidation process

o Create new, updated agreements with External Stakeholders
e Establishing a working committee

/
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7) WATER AND WASTE MANAGEMENT, SUPPLY
AND INNOVATION

To move forward with the Southern Alberta Energy from Waste Association (SAEWA)
Project, connect Kirkcaldy to the newly constructed waterline by 2017, and develop a
feasibility study for the northern part of the County, including the following strategies:

To move forward with the SAEWA Project

e Meet with Council and communities to get buy-in to forward SAEWA host
community proposal

Connect Kirkcaldy to the waterline by 2017
« Get buy-in from the residents of Kirkcaldy and the existing water commission

Develop feasibility study for the northern part of the County (Milo, Mossleigh,
Arrowwood, & Brant)

o Obtain research grant funding for the feasibility study

o Get buy-in from potentially affected landowners

o Talk to the villages to determine their interest in project

In October 2017, the Alberta Municipal Elections were held. Subsequent to the election,
County Council and Administration reviewed the Strategic Plan in March of 2018. The
strategic plan will be updated and new County goals will be presented in a future
information release, as well as in the 2018 annual report next year.

\_ J
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REPORT FROM THE DIRECTOR OF
CORPORATE SERVICES

It is our pleasure to submit Vulcan County’'s Annual Financial Report for the year ended
December 31, 2017. The purpose of this Annual Financial Report is to provide our
ratepayers with clear and transparent insight into the financial information and results of
the County. The report also gives us an opportunity to analyze and provide commentary
on the financial information contained within.

INTERNAL ACCOUNTING CONTROLS

Vulcan County maintains a system of internal accounting controls designed to provide
reasonable assurances for the safeguarding of assets and the reliability of financial
records. The controls are subject to regular reviews and revisions (as required). These
controls include, but are not limited to, the financial policies set by Council, administrative
procedures, external audits, and the budgeting process.

FINANCIAL POLICIES

Vulcan County has a number of policies relating to the financials that are reviewed and
approved by Council. These policies are designed to ensure that there are appropriate
controls in place to safeguard the County and to ensure that the County is compliant with
the Alberta Municipal Government Act, Canadian Public Sector Accounting Standards,
and all other applicable legislation. Some of the key areas addressed by current policies
are:

Signing Authority

Tender Process Policy

Purchasing Authority

Investment Policy

Corporate Credit Card

Tangible Capital Assets

Reserves Policy

There are multiple other policies in place as well. All of these
policies are publically available on our website.

ADMINISTRATIVE PROCEDURES

Vulcan County has a number of internal procedures that are used to document the steps
and methods required to perform many of the financial tasks in the County’'s
administration. These internal procedures allow for ensuring that the proper steps are
taken for recording financial transactions to ensure accuracy, consistency, and that
policies are being followed appropriately.

The County utilizes a centralized accounting process. In this
process, the Corporate Services Department is responsible for all
common financial and computer systems used to record financial
information. This information is then used to provide financial
reports to Council, and is also used to create the County's year end
financial statements which are audited by an external audit firm.

/
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EXTERNAL AUDITS

In accordance with Section 280 of the Municipal Government Act,
County Council appoints an independent auditor, BDO Canada Ltd,
to report on the annual financial statements of the County. The
auditors’ responsibility is to express an opinion on whether or not
the financial statements are presented fairly, in all material
respects, in accordance with Canadian Public Sector Accounting
Standards.

The auditors have full access to all of the County’s financial records and information, and
will meet with staff, management, and the Reeve to discuss matters relating to the audit.
The auditors also provide the County with a management letter providing comments on
the internal controls.

For the 2017 Financial Statement audit, our auditors expressed a “qualified” audit opinion.
The basis for the qualification is provided in the audit report in part 2 of this document
and is not the result of a departure from Public Sector Accounting Standards. The
auditors did not have any recommendations for improvements to the County's internal
controls during the 2017 audit, indicating the overall effectiveness of the controls that are
already in place.

BUDGET PROCESS

In accordance with Sections 242 and 245 of the Municipal Government Act, County
Council approves an operating and capital budget on an annual basis. Typically, the
majority of the budget is developed in September to November of the year prior to the
budget, and approved as the Interim Budget in December. The Final Budget is usually
approved in April when the last budget items are received, property assessments are
finalized, and requisitions for schools and senior foundations are available.

There is currently a 20-year Capital Plan which assists in the development of the annual
capital budget by outlining the County's long-term capital replacement requirements.
The Plan is currently funded by existing capital reserves and projected contributions to
those reserves. This methodology of long-term budgeting allows for more stable tax
rates over time since rates would not have to be increased in years when large projects
must be completed.

The County prepares a 3-year operating budget each year. The upcoming year is planned
in great detail, with the 2 subsequent years being based on estimates. As each
subsequent year arrives, it is also reviewed in detail before being implemented. The
County takes into account several factors while budgeting including current economic
conditions, provincial policy changes, and service requirements within the County.

After the budget is approved by Council, expenditures
are controlled by formal purchasing policies, financial
systems, and financial reporting designed to prevent
budget overruns.
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GFOA CANADIAN AWARD FOR FINANCIAL REPORTING

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Canadian Award for Financial Reporting to Vulcan County for its annual Report
for the fiscal year ended December 31, 2016. The Canadian Award for Financial Reporting
program was established to encourage municipal governments throughout Canada to
publish high quality financial reports and provide peer recognition and technical guidance
for officials preparing these reports.

In order to be awarded a Canadian Award for Financial Reporting, a government unit
must publish an easily readable and efficiently organized annual financial report, whose
contents conform to program standards. Such reports should go beyond the minimum
requirements of generally accepted accounting principals and demonstrate an effort to
clearly communicate the municipal government's financial picture, enhance an
understanding of financial reporting by municipal governments, and address user needs.

A Canadian Award for Financial Reporting is valid for a period of one year only. We
believe our current report continues to conform to the Canadian Award for Financial
Reporting program requirements, and are submitting it to the GFOA.

®

Government Finance Officers Association

Canadian Award
for
Financial Reporting

Presented to
Vulcan County
Alberta

For its Annual
Financial Report
for the Year Ended
December 31, 2016

'%@AP-W

Executive Director/CEQ

~

Vulcan County 2017 Annual Financial Report

21



22

FINANCIAL STATEMENT DISCUSSION & ANALYSIS

The County’s 2017 financial statements are prepared in accordance with Canadian Public
Sector Accounting Standards. Management is responsible for the preparation, accuracy,
objectivity, and integrity of the financial statements and notes thereto. Management
believes that the financial statements present fairly the County’s financial position as at
December 31, 2017, and the results of its operations for the year then ended.

The following Financial Statement Discussion and Analysis is also prepared by
management and is intended to explain and expand on information in the financial
statements. The discussion and analysis is not part of the actual financial statements and
therefore is not specifically audited.

STATEMENT OF FINANCIAL POSITION

The Statement of Financial Position highlights the financial assets and liabilities, the non-
financial assets, and the accumulated surplus. This statement is used to evaluate the
County'’s ability to finance its financial liabilities and commitments.
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STATEMENT OF FINANCIAL POSITION - continued

FINANCIAL ASSETS:
Overall, there has been an increase in the County’s financial assets, but not uniformly
across all asset types. The main reasons for the various changes from the prior year were:

o The tax deadline was moved up 2 months in 2017 to July 31st. The result of this
change was effectively a 10-month gap between tax collections instead of the
usual 12-month gap. This meant fewer County dollars were spent on operations
prior being ‘topped up’ again, so a higher balance of funds was maintained.

o Tax receivables increased, mostly due to penalties on arrears. Management
believes this is largely the result of the downturn in the oil and gas sector and
its effect on those companies’ ability to pay taxes promptly.

e The balance in the County’s long-term investments decreased in 2017 mainly
due to the timing of when various investments mature. Some of the County’s
long-term investments mature within the following year, so they are now
considered short-term investments for accounting purposes.

FINANCIAL LIABILITIES:

Overall, there has been an increase in the financial liabilities of the County, and, as with
the financial assets, the increase was not uniform. The biggest changes from the prior
year were:

e The balance in deferred revenue increased mainly due to two bridge projects
that were rescheduled to 2018. Had these projects been completed, the County
would have recognized revenue from grant funding to pay for them. Until
completed, received grant funds will be shown as deferred revenue.

o The obligations to other organizations includes the County’s holdings to be put
toward the Hospital Expansion Project at the Vulcan Hospital. This is a 2:1
matching agreement with the Vulcan County Health and Wellness Foundation.
As they raise funds, the Town and County contribute double the amount raised.
See note 10 to the financial statements for more information.

o Long-term debt decreased by the expected amount from two semi-annual
debenture repayments.

NON-FINANCIAL ASSETS:

Non-financial assets are assets that are not available to “pay off” existing liabilities and are
held to provide services for the County. This includes capital assets (road/bridge
infrastructure, vehicles, equipment, etc) and gravel inventory. The following changes
occurred during the year:

o Capital asset value decreased during the year since annual
amortization expense was greater than the value of new
assets purchased. This is mainly the result of road and
bridge projects originally scheduled for 2017 being moved
to 2018. Had they been completed, the value here
would've increased.

e Gravel was crushed during 2017 and was added to
inventory for consumption. In future years, this gravel will
be used for road projects and the balance here will
decrease.

/
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STATEMENT OF FINANCIAL POSITION - continued

Overall, the County maintains a positive net financial position (financial assets exceeding
financial liabilities) of approx. $24.5 million. This is a increase from the prior year of
approx. $23.8 million. A positive net financial position allows the County to cover its
financial liabilities and commitments with its financial assets.

The following is a 5-year trend analysis on the net financial assets:

As shown above, although there was an overall increase in the net financial position, there
was a reduction in the Financial Assets to Liabilities ratio since there were similar increases
in both the financial assets and liabilities. This mostly relates to the increase to deferred
revenue discussed earlier, as well as obligations for the Vulcan Hospital Expansion project.

-
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STATEMENT OF FINANCIAL POSITION - continued

ACCUMULATED SURPLUS:

The accumulated surplus is made up of three components; Unrestricted Surplus,
Restricted Surplus (Reserves), and Equity in Tangible Capital Assets as outlined in
Schedule 1 of the Financial Statements.

As shown above, the combination of the net financial assets and the inventory for
consumption are sufficient to cover all reserves. Therefore, the County's reserves are
considered to be "fully funded” reserves.

The Equity in Tangible Capital Assets equates to the net book value (NBV) of the Tangible

Capital Assets as described in Schedule 2 (Schedule of Tangible Capital Assets) less the
capital debt (Capital Lease Obligation):

- o — a0 oa . e e A a=m —1Ar IAr aar ~Amsal

- LR -~ P ) ey 11 A A A A A

Note: the long-term debt acquired does not relate to the acquisition of tangible capital
assets and therefore is not included in the capital debt amount in determining the equity
in tangible capital assets.

/
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STATEMENT OF OPERATIONS

The Statement of Operations highlights the revenues and expenses of the County. This
statement is mainly used to evaluate County operations as compared to the budget and

the prior year.

The total net effect of income represents the allocation to the Unrestricted Surplus. As
shown above, this is determined by taking the total net income as well as the effects of

\ the transfers to/from reserves and the contributions to/from capital.

~
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STATEMENT OF OPERATIONS - Continued

OPERATING REVENUES

Operating revenues include all of the revenues for the County other than capital grants
and contributions. The majority of operating revenue includes net municipal tax revenues
(net of requisitions), operating grants, and other revenues from the operations of the
County (i.e. investment, user charges, rentals, etc.).

The following is an analysis on the net municipal taxes compared to the budget and the
prior year:

The overall net municipal taxes are relatively comparable to the budget, but significantly
lower than the prior year. This is due to a reduction in the County’s linear assessment in
2017 which reduced the amount of tax to be collected from linear property. The County
was successful in making budget cuts to mitigate this reduction in revenue.

Tax revenues are recorded as revenue as of May 31st each year, and the associated tax
receivables are shown as assets at the same time. Tax penalties are shown as revenue and
assets as of the dates outlined in County Bylaw 2016-019. The following are the details of
the tax revenues as displayed in Schedule 3 of the financial statements (not shown net of
requisitions):

0 7 SN0 EVIRT ] 7,500 100 L0 D0 12,5000 000

P _on 4] I ot e ] EEYYRT ST
s Lo oo L L Tooimnoonnostonn L
|® 2007 | 7635875 R,41% J68 1,258,669 i9,7id 1,285,714 i,ii9
lam aasa | - tia sa . maa am- ‘ cam ama P e s mma - aua
| 2006 | 7440451 9,786,327 1,127,686 i9,i4di 1,124,276 9,618

/

Vulcan County 2017 Annual Financial Report

27



28

-

STATEMENT OF OPERATIONS - Continued

OPERATING REVENUES - continued
The following is an analysis of operating grants revenue and some of the other revenues
from operations compared to the budget and the prior year:

S—— Tt T [ I A— [ A — J

Some of the major variances from budget and the prior year include:

Operating transfers were less than the prior year, mainly due to the last portion
of a grant for an inter-municipal development plan being used in 2016, as well
as Alberta Community Partnership funding being recognized in 2016, neither of
which were recognized in 2017. The variance from budget was due to not
completing the Regional Emergency Management program in 2017, which
meant the revenue from that program'’s funding could not be recognized.

The prior year had a higher return on investments due to the selling of bonds
for a significant gain. Variance from budget is mainly due to a cash payment
relating to Alarie, a former insurance reciprocal exchange to which Vulcan
County was a subscriber. Also, the budget factored in a conservative estimate
for interest rates in 2017, but actuals were slightly higher.

Increase over budget for Sales, Goods, Services, and User Charges was mainly
due to two factors: Surface lease revenue was higher than budget for the
second year in a row, and recovery charges were higher as well. The recovery
charges were higher partly due to increased incidents of emergency response,
but also due to transfers of legal bills to the tax rolls of parties who have failed
to pay their taxes.

Rental Income was comparable to both the budget and the prior year. Slight
decrease from prior year was due to less equipment rental than anticipated.

~
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STATEMENT OF OPERATIONS - Continued

OPERATING REVENUES - continued
The following is an analysis on the remaining other revenues from operations compared
to the budget and the prior year:

& 2017 | 222.955 484.5/3 101.059 b6/6.208

Some of the major variances from budget and the prior year include:

e The budget for the Community Aggregate Levy is a conservative estimate
based on the previous five years. Actual levies can fluctuate significantly from
year to year which was the case here; approximately $100,000 more was
collected than budget and approximately $75,000 more than in 2016.

« The majority of the budget variance for Penalties and Costs of Taxes relates to
the penalties for non-payment of property tax by some oil and gas companies,
as was the case in the prior year. The budget here is generally done on a very
conservative basis since the expectation is for tax to be paid promptly.

e Gains on disposal of assets can vary significantly from year to year and are not
budgeted for in operating income. Estimates of value are included when
preparing the capital budget as they are used on the capital side to help fund
new acquisitions.

e The main reason for the variance over budget in Other Revenue is the receipt of
more than $400,000 from the Vulcan Fire Association as part of their merging
with the County Fire Department. This was not foreseen when preparing the
2017 budget and, therefore, was not included in the budget.

/
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STATEMENT OF OPERATIONS - Continued
OPERATING EXPENSES

The operating expenses are presented on the Statement of Operations by each separate
department. They are also redisplayed by the type of expense in Schedule 5 (Schedule of
Expenses by Object). The following is an analysis of some of the expenses compared to

budget and the prior year (excluding capitalization costs):

iz Crrmioi Sriviie iiiime j Sumiu= s o Ageiiea ;
B Budget A,603 690 2,216,804 2,288 891 ﬁ 2,820,220 )
m2017 6,158 349 2,960,101 2,9R7,7RS lll 3,150 296 lll
W 2014 6,503 365 2,960,684 3,008 920 I% 4 055,775 I%

Some of the major variances from budget and the prior year include:

Reduction of staffing expense compared to prior year and budget is due to a
few factors: newer hires starting lower on the pay grid than departing staff,
vacancies caused by departing staff that were not filled, positions being
budgeted for a full year but not hired until part way through the year, and less
overtime required overall.

Actual Contracted and General expenses were very close to the prior year. The
reduction from budget was partly caused by lower legal fees than expected
(approximately $50,000 less was spent than anticipated). Additionally, County
weed coordinator expenses were about $55,000 less than budgeted. The rest of
the budget variance is smaller amounts across several different departments.

Materials, Goods, and Utilities expenses were comparable to the prior year. The
main reason for the budget variance is that, while gravel crushing was done as
per budget in 2017, most of it was unused and remained in inventory at year
end (approximately $1,000,000 worth of gravel).

Variance from budget is due to the transfers to the Northwest and Milo Fire
Associations for the purchase of new fire trucks (originally included in the
capital budget). Variance from the prior year is due to the significantly larger
contribution to the hospital expansion project made in 2016.

~
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STATEMENT OF OPERATIONS - Continued

OPERATING EXPENSES - continued
The following is an analysis of the remaining expenses compared to budget and the prior
year (excluding capitalization costs).
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Some of the major variances from budget and the prior year include:

Interest is comparable to prior year and budget. Slight reduction from budget
and prior year is due to lower bank service charges than expected.

Amortization of Tangible Capital Assets is greater than both the budget and the
prior year as the budget was based on the prior year. The increase relates to the
purchase of new assets in 2017 and their subsequent amortization expense.

Losses on Capital Asset disposal are not budgeted and can fluctuate greatly
from one year to the next depending on what's being disposed of. The prior
year showed a bigger loss from asset disposal due to the required
reconstruction of a road which still showed a net book value in the County’s
records. That net book value was shown as a loss when the road was
demolished and rebuilt.

The negative balance in Other Expenses is a result of the revaluation of the
County's gravel reclamation liability based on the year end survey of gravel pit
volumes. The liability was reduced by approximately $66,000. This was partially
offset by tax discounts on assessment, contribution of interest to the Hospital
Expansion Project, and use of the contingency fund.

/
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STATEMENT OF OPERATIONS - Continued
OPERATING EXPENSES - continued

Schedules 6 and 7 (Schedule of Segment Disclosure) present the operating expenses by
major segments which are a combination of the departments that have similar activities.
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Two segments had significant variances between budget and actual figures:

o Transportation Services showed less actual expense than budget. This was
primarily due to fewer road projects being done in 2017 than expected, and the

resulting impact on staffing costs and gravel usage.

e Protective Services expenditure was higher than budget, mainly due to the
accounting treatment of some items included in the capital budget. Certain
items (radios and a pair of firetrucks, specifically) did not meet the criteria to be
considered capital, so funding transfers were made in order to account for
them as operating expenditures. Total operating and capital expenditure was

not impacted by this accounting treatment.

See Note 19 to the 2017 Financial Statements for a detailed description of each segment

and its activities.

~
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STATEMENT OF OPERATIONS - Continued

OPERATING EXPENSES - continued
The following is a breakdown of the departments included in each of the major

segments, as shown in Schedule 6 and 7 (Schedule of Segmented Disclosure):

The variances from budget and prior year above are the same as previously discussed in
this report. See Schedules 6 and 7 (Schedule of Segmented Disclosure) for a detailed
breakdown of each segment by type (both revenues and expenses).

The County has been providing detailed financial reports
throughout the year. These are available to the public on our
website at http://www.vulcancounty.ab.ca. To find these
reports, navigate to the following section of the website:

Your County > Departments > Corporate Services > Financial
Statements & Reporting
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STATEMENT OF CHANGES IN NET FINANCIAL ASSETS

The Statement of Changes in Net Financial Assets reconciles the difference between
opening and closing net financial assets as compared to the County’s net income for the
year. It does this by showing how much money was spent on or recovered from non-
financial assets, such as capital assets or inventory.

STATEMENT OF CASH FLOWS

The Statement of Cash Flows summarizes the sources and uses of cash and cash
equivalents. It reconciles the opening and closing cash positions of the County using the
operating revenues and expenses, capital funding and expenditures, investment and
financing transactions.

As the revenues and expenses include “non-cash” transactions such as amortization
expense, these "non-cash” transactions are removed from the income to indicate the
actual effect on cash.

SCHEDULES OF THE FINANCIAL STATEMENTS

There are currently 7 schedules in the financial statements, which are used to provide
additional detail to the financial statements. These schedules include:

Schedule 1 - Schedule of Changes in Accumulated Surplus
Schedule 2 - Schedule of Tangible Capital Assets
Schedule 3 - Schedule of Property and Other Taxes
Schedule 4 - Schedule of Government Transfers

Schedule 5 - Schedule of Expenses by Object

Schedule 6 - 2017 Schedule of Segmented Disclosure
Schedule 7 - 2016 Schedule of Segmented Disclosure

Schedules 1 and 2 provide additional details on the accumulated surplus and tangible
capital assets as presented in the Statement of Financial Position.

Schedules 3 to 7 provide additional details on the revenues and expenses as presented in
the Statement of Operations.

NOTES TO THE FINANCIAL STATEMENTS

The notes to the financial statements provide additional detail. These notes include the
following:

Significant accounting policies
Details of Financial Statement balances
Segment reporting details
Disclosure of additional information not recorded in the financials
o Debt limits
e Council and CAO remuneration
e Local Authorities Pension Plan
« Commitments and contingencies
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FUTURE OUTLOOKS

Going forward, the County will seek to continue to deliver the municipal services that are
expected by ratepayers, while improving in several key ways. New funding sources are
being explored which could help alleviate the tax burden from County residents, and
efficiencies are continually being sought out in order to reduce expenditure while
improving service.

There are challenges facing the County as well. The current economic climate can create
difficulty in terms of tax collection, particularly in the oil and gas industry. The County will
use every means at its disposal to collect on these debts.

In order to help realize its objectives, the County makes use of long-term budgets to
carefully plan out future revenues and expenditures. The County has developed a 3-year
written plan for budgeting operating activities and a 5-year written plan for budgeting
capital acquisitions.

e The 3-year operating plan effectively creates a multi-year budget for upcoming
operating activities, including large operating projects and projecting cost
fluctuations.

e The 5-year capital plan is developed out of the County’s 20-year capital funding
plan. The 20-year plan includes all County assets and their estimated
replacement dates over the next 20-years. From this plan, reserves and be built
and used as needed which allows for less variation in tax rates from one year to
the next.

The County will continue to develop new strategies that aim to address the above goals
and concerns in order to maintain the programs, services, and infrastructure provided by
the County.

Respectfully submitted,

Nick Fai, CPA
Director of Corporate Services
May 25, 2018
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STATISTICS

YEAR ENDED DECEMBER 31, 2017
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DEMOGRAPHICS, AREA, & OTHER

PROPERTY ASSESSMENT (in thousands)
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4 TAX RATES (expressed in mills)

SENIOR FOUNDATION REQUISITION 0.1662 0.1387

TOTAL TAX COLLECTIONS

N

0.1302

0.1579

0.1461
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ASSETS, LIABILITIES, & SURPLUS

REVENUES (by source)
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4 EXPENSES (by function and object)

DEBT SUPPORTED BY TAXES
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TRANSFERS TO LOCAL BOARDS
AND AGENCIES

Note: The 2017 transfer to other local governments and organizations includes approximately $700,000 in matching
contributions for the Vulcan Hospital Expansion project.

ANNUAL SURPLUS
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CONTACT INFORMATION

VULCAN COUNTY ADMINISTRATION BUILDING
BOX 180, 102 CENTRE STREET,
VULCAN, ALBERTA, CANADA TOL 2BO

PHONE: 1-403-485-2241
TOLL FREE:  1-877-485-2299
FAX: 1-403-485-2920

www.vulcancounty.ab.ca

Special thanks to Rick Beck, EDF EN Canada, and various other photographers
for providing pictures of the County used in this report.




