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The purpose of a three year operating plan is to provide an overview of the operating
activities of the County for the upcoming years. This ensures that the County is not only
prepared for the projected activities and service levels, but that the costs of these
activities are planned in a fiscally responsible manner. The result is a greater level of
stability of tax rates over the next three years.

These operating plans also allow the County to
build-in projected increases in annual operating
costs. An example of this is fuel; projected increases
in fuel cost can be included and any other changes
to fuel prices can be applied. This also takes into
account the County'’s strategic plan and goals.

Planning of large scale operating projects, such as gravel crushing, is included in the
operating plans to ensure that the County is preparing in advance for these types of
projects. This can include building reserves over multiple years to fund a project, rather
than fund those costs all at once in the year that it takes place with a resulting spike in tax

rates.
g The County has consistently budgeted this way in the
4 past. Preparing a written plan, however, ensures that

1 - this process is formalized and that these types of

o activities are reviewed. The implementation of written
N\, - ¢ operating plans was formally made a legislative
requirement in Alberta in 2017, however County

Council had chosen to begin creating these written
plans prior to the requirement taking effect.

In the following pages, the 2020-2022 Operating Plan is presented, indicating the
projected operating revenues and expenses of the County. Included in the plan is
comparative financial data for the prior three years. This written operating plan will be
reviewed and updated on an annual basis.

Vulcan County Operating and Capital Plans (December 2019)




4 )

OPERATING REVENUES

The operating revenues for a municipality are typically budgeted on a conservative basis.
Generally, this will involve taking historical revenues and adjusting for known future vari-
ances such as changes made to funding agreements, and adjustments to service levels.

The revenues will often correlate to expenditures that are also projected, such as govern-
ment grant funding of operating costs.

The following are the 2020-2022 projected operating revenues:

Vulcan County Budget Budget Budget
Three-year Operating Plan 2020 2021 2022
REVENUE:
Net municipal taxes
Real property taxes 5 7,836,910 5 7,689,582 5 7,689,582
Linear taxes 8,776,899 8,565,234 8,565,234
Commercial taxes 1,144,356 1,120,051 1,120,051
Government grants in lieu of taxes 18,600 18,600 18,600
Special levy 1,446,163 1,294,588 1,299,401
Well drilling tax 19,645 19,645 19,645
19,242,573 18,707,700 18,712,513
School requisitions (3,506,945} (3,508,945) (3,506,945)
Seniors foundation {401,515) {401,515) (401,515)
15,334,113 14,799,240 14,804,053

Government transfers

Provincial government transfers - Operating 601,097 346,830 346,830
Federal government transfers - Operating 219,734 219,734 219,734
Transfers from Local Government - Operating 145,227 139,119 139,330
966,058 705,683 705,894

Return on investments 512,214 508,881 508,881
Sale of goods, services, and user charges 1,330,495 782,727 806,955
Rental Income 311,880 311,880 311,380
Community aggregate levy 220,000 220,000 220,000
Penalties and costs of taxes 160,500 160,500 160,500

Other revenue

Fines 26,500 26,500 26,500
Other
26,500 26,500 26,500
TOTAL BUDGETED REVENUES $ 18,861,760 $ 17,515,410 $ 17,544,662

- _/
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OPERATING REVENUE - continued

The tax revenues and the requisitions for school and senior support are budgeted based
on the 2019 actual amounts. The final tax assessment figures for the County have not
been determined for 2020 and we are not able to speculate on any potential changes in
assessment.

Last year saw a decrease in assessed values, particularly for linear property. Other assess-
ment classes have generally seen some increase over the previous year. These figures will

\_

be updated in the 2020 Final Budget when new information becomes available.
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OPERATING REVENUES - continued

Government Transfers (Operating)
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B Budget $694,241 $904,705 $1,223,692 5966,058 $705,683 $705,894
B Year to Date $1,046,744 $068,534 $440,001

The majority of the government transfers for operations relate to the Municipal Sustaina-
bility Initiative (MSI) Operating grant, the Alberta Community Partnership (ACP) grant, the
Agricultural Service Board (ASB) grant, and the Western Diversification grant. The MSI Op-
erating and the ASB grant are based on prior year funding allocations. The ACP grant is
based on funding agreements in place between the County and the Province. 2017 saw
an unexpected revenue when the Town and County Fire Departments joined together, re-
sulting in a significant cash transfer to the County.

Investment Income
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The investment income is based on previous years’ interest and dividends received and
was historically budgeted very conservatively. Starting in 2019, the prior years' figures and
economic forecasts were weighted more heavily. With the recent decline in interest rates,
the projection for 2020 has been reduced.

_/
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OPERATING REVENUES - continued
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The sale of goods, services, and user charges include the sale of materials and supplies
(i.e. gravel sales), surface rights, fees charged for services (i.e. permits, tax certificates,
safety codes), and cost recoveries (i.e. dust abatement). Historical revenues are typically
used to project these revenue sources.

Rental Income
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Rental income is based on rental agreements that the County has with the RCMP and Al-
berta Heath Services (AHS). There are also other rental agreements for buildings and

equipment as well.
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OPERATING REVENUES - continued
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The community aggregate levy is the levy for transporting materials such as gravel and
sand from gravel pits within the County and is intended to help offset the increase in road
maintenance costs caused by these activities. The rate of $0.25/tonne is set by Bylaw. Cur-

rent estimates of revenue here are based on the previous 5 years of actuals.
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The penalties and costs of taxes are the penalties charged on unpaid taxes and are added
to the tax roll. As the actual outstanding tax arrears fluctuate from year to year, and is
outside of the County’s control, the budget uses a conservative amount. During 2017-
2019, there was a higher than expected amount of penalties due to a couple of larger ac-
counts failing to pay their property tax in a timely fashion. This is considered to be unusu-
al so their effect on future projections has been limited.
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OPERATING REVENUES - continued

Other Revenues
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Other revenues include fines, donations, recovery of accounts receivable, and other mis-
cellaneous revenues. Most of these are not able to be projected; therefore, the budget
currently only consists of the fines and other known revenues.

During 2016-2018, the County received almost $1,000,000 in matching contributions from
the Town of Vulcan for the Vulcan Hospital Expansion Project. As the full amount of the
County and the Town'’s contribution to the project have been allocated, these revenues
are no longer included in the budget going forward.
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OPERATING EXPENSES

The operating expenses for a municipality are also budgeted on a conservative basis to
ensure the budget is sufficient to cover whatever costs may occur and prevent the County
from having to draw on reserves to fund a shortfall. This often includes adding amounts
for unpredictable expenses like unexpected vehicle breakdowns and building mainte-
nance.

Typically, these operating expenses are determined by historical trends, projected market
fluctuations (i.e. fuel/diesel pricing), inflation, expected pay rates based on approved sala-

ry grids, and projected changes in service levels.

The following is the 2020-2022 projected operating expenses:

Vulcan County Budget Budget Budget
Three-year Operating Plan 2020 2021 2022
EXPENSES:
Salaries, wages and benefits S 7,267,927 S 7,472,844 S 7,711,626
Contracted and general services 3,119,999 2,760,650 2,822,089
Materials, goods and utilities 3,061,571 2,775,534 2,771,732
Transfers to local boards and agencies 1,747,476 1,572,033 1,573,196
Interest and bank charges - -
Bank Charges and Short Term Interest 20,300 20,300 20,300
Interest on Capital Long Term Debt 40,059 36,933 33,729
60,359 57,233 54,029
Amortization of tangible capital assets 4,684,267 4,824,795 4,969,539
Machine expenses capitalized for construction (1,804,617) (1,854,674) (1,942,605)

Loss on disposal of tangible capital assets

Other expenses

Contingency 45,361 26,111 26,111

Tax Discounts & Write-offs 12,672 12,672 12,672

Other 7,492 7,492 7,492

65,525 46,275 46,275

TOTAL BUDGETED EXPENSES $ 18,202,507 $ 17,654,691 $ 18,005,882

_/
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OPERATING EXPENSES - continued
Salary, Wages & Benefits
58,000,000
57,000,000
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52,000,000
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_ | 2017 | 2018 | 2019 | 2020 | 2021 | 2022
® Budget 56,603,690 56,606,464 57,080,147 57,266,724 $7,469,129 §7,707,898
L1 Year to Date 56,157,787 $6,271,076 $5,619,472
Salaries, Wages & Benefits - Budget Details
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$5,000,000.00 /
$4,000,000.00
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$2,000,000.00
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2017 2018 2019 2020 2021 2022
——Salaries & Wages - Permanent 54,240,841.41 $4,247,724.91 §4,485,449.53 54,625,954.37 $4,795,674.19 54,951,186.21
——Overtime - Permanent $234,220.13 $228,466.81 $218,451.02 $216,757.88 $222,715.43 $227,990.00
——Salaries & Wages - Seasonal $546,456.35 $513,955.66 $537,410.50 $613,484.01 $645,731.08 $675,687.88
——Oyertime - Seasonal 599,867,560 378,079.46 47893217 386,196.26 £90,680.28 594,470,089
Health Benefit Programs §1,131,642.72 $1,135,559.86 §1,246,645.66 $1,204,134.33 $1,235,958.13 §1,273,865.44
Per Diems/Hencurariums $119,802.00 $138,550.00 $189,275.00 $207,904.00 $218,489.00 $219,428.23

The salaries, wages, and benefits include all of the staff wages/benefits and Council per
diems. All of these costs have the 2020 approved salary grid increases included which
cover cost of living increases and staff grid movements, as well as projected new hires.
These increases are projected at the same rates in 2021-2022.

- /
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OPERATING EXPENSES - continued

Contracted Services
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W Budget 53,216,804 53,416,840 53,608,291 £2,757,813 $2,819,252
i Year to Date 52,960,528 53,494,505 52,334,370
Contracted Services - Budget Details
51,400,000
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51,000,000
$800,000
$600,000
5400,000
£200,000 —— —— i R —
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2017 2018 2019 2020 201 2022
—— Education, Training, & Travel 578,158 $379,439 $343,029 $330,993 $350,340 $345,351
——Legal Fees $210,600 $140,975 $108,975 596,258 $98,133 $100,052
—— Doctor Retention Program $130,000 130,000 $130,000 $130,000 5130,000 5130,000
Contracted, Consulting & Engineering 5844341 51,014,995 51,325,545 S980,642 5649184 5713,696
——Repairs and Maintenance S866,712 $967 487 $905,858 $759,390 $722,011 5714,535
——— Damages and Deductibles £243,005 £204,000 $186,000 $184,000 S186,000 S186,000
—rSUurance 5166591 $162,199 $159,460 $185,830 5196878 S198,906
——Other Services 5469,397 $467,746 $452,423 5449,574 $475,266 5430,712

The contracted services include the costs of repairs and maintenance, consulting and con-
tracted services, audit and legal fees, education, leases, telecommunications, insurance,
and other services. Most of these costs stay consistent from year to year, but there are
projected decreases in legal fees and consulting costs on development projects and map-

ping.
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OPERATING EXPENSES - continued
Materials, Goods, & Supplies
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51,196,036 $1,486,218 51,359,140 $1,231,301 §1,222,093 51,247,823
$172,356 $169,103 $209,319 $168,579 $149,792 $212,813

51,820,839 596,949 §256,917 5105,108 5104,280 5104,966
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The materials, goods, and supplies includes the costs of supplies, utilities, information
technology, fuel, gravel, herbicides, culverts, blades, tools, and other consumables. Most
of these costs stay somewhat consistent from year to year, but not all do. For example,
there was a large amount of gravel crushing being done from 2015-2017 which resulted
in significant costs in those years.
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OPERATING EXPENSES - continued
Transfers to Local Boards and Agencies
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5
2017 2018 2019 2020 2021 2022
2017 2018 2019 2020 2021 2022
H Budget 52,820,420 $2,479,7197 $1,921,832 51,747,476 $1,572,033 $1,573,196
o Year to Date 53,150,296 52,370,354 51,784,969
Transfers to Local Boards and Agencies- Budget Details
1,000,000
SB75,000
$750,000
S625,000
5500,000
$375,000 T
5250,000
$125,000
2017 2018 2019 2020 201 2022
——Fire Area Contributions 5234,650 S278,750 S160,304 5148,330 5138,330 5138,330
Recreational Area Contributions $442,774 §511,685 $633,692 $463,892 $388,394 $388,394
Waste Commission $605,926 5631,949 S674,781 568,922 5698,922 5698,922
e Toourism and Economic Development 243,545 525,000 525,000 5 5 5-
Wulcan Hospital Expansion Project 4016, 269 S627,224 - §- 5- -
Other Contributions $378,257 5405,189 5478,055 $436,332 $346,387 $347,550

The transfer to local boards and agencies includes contributions to fire associations, rec-
reation boards, tourism, waste and water commissions, and other community groups. The
budgets are typically based on current year approved annual requests for funding.

As previously notied, from 2016 to 2018, the County and the Town of Vulcan together
contributed $3,000,000 toward the Vulcan Hospital Expansion project. Those contribu-
tions were completed in 2018, hence the sharp decline in the graph above.
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OPERATING EXPENSES - continued

Interest & Bank Charges
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Interest and bank charges include standard banking fees, credit card fees, and the interest
portion of debenture payments. The bank and credit card fee rates were able to be nego-
tiated down from prior years and the County has implemented a “convenience fee” to re-
cover the credit card fees we are charged for tax payments made on credit. In 2016, the
County started to incur the interest costs for the Vulcan Hospital Expansion Project de-
benture.

Amortization
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B Budget 54,328,196 $4,328,196 54,684,267 54,684,267 54,824,795 $4,969,539
o1 Year to Date 54,480,221 54,684,268 $-

Amortization expenses are non-cash expenses which recognize the cost of the County’s
tangible capital assets (roads, buildings, equipment) over their expected useful lives. This
is offset by annual transfers to capital reserves which will be used to replace these assets
when required. Amortization is increased each year based on historical increases.
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OPERATING EXPENSES - continued

Machine Expenses Capitalized for Construction
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i Year to Date 51,174,071 5817,561 s

The machine expenses capitalized for construction relate to the portions of operating ex-
penses that were incurred during construction of roads and bridges. These costs are in-
cluded in the other operating expenses areas, such as wages/benefits, engineering costs,
gravel, and others.

Other Expenditures
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-5500,000
2017 2018 2019 2020 2021 2022
B Budget SR7,845 $85,339 §59,343 565,525 $46,275 546,275
1 Year to Date -5265 53,470,487 522,701

The other expenditures include contingency expenses, tax and receivable write-offs, and
other miscellaneous expenses. Most of these are not able to be projected; therefore, the
budget currently only consists of the contingency and an estimate of bad debt expense.

Note: 2018 includes write-offs of property taxes for some large oil & gas accounts that
went insolvent. The County exhausted all reasonable efforts to collect funds on these ac-
counts over the last three years including various legal proceedings.

- _/
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RESERVE AND CAPITAL TRANSFERS

The operating budget also includes reserve and capital transfers to provide sources of
funding for certain purposes and to plan for future years. Total operating revenue less op-
erating expense will result in a surplus or deficit, which is then transferred to or from capi-
tal or reserves with the goal of having no net effect on accumulated surplus.

The following is the 2020-2022 projected reserve and capital transfers:

Vulcan County Budget Budget Budget
Three-year Operating Plan 2020 2021 2022
TOTAL BUDGETED REVENUES 18,861,760 17,515,410 17,544,662
TOTAL BUDGETED EXPENSES (18,202,507) (17,654,691) (18,005,882)
EXCESS OF REVENUES OVER EXPENSES 659,253 (139,281) (461,220)

RESERVE AND CAPITAL TRANSFERS:

Transfer of Amortization 4,684,267 4,824,795 4,969,539
Transfer from Reserves 612,431 195,430 1,998,604
Transfer to Reserves (4,080,819) (3,565,519) (3,569,625)
Transfer to Capital Functions (1,880,017) (1,877,074) (1,942,605)
Transfer to functions 4,886 (19,473) (19,473)
TOTAL RESERVE AND CAPITAL TRANSFERS (659,253) (441,842) 1,436,439
TOTAL NET EFFECT ON ACCUMLATED SURPLUS $ 0s (581,122) $ 975,220

As shown above, there is a projected surplus in 2020. However, this will change when the
final assessment and tax information becomes available. Should the County’s assessment
decrease, it will reduce or eliminate the surplus. If there are no assessment decreases (or
perhaps there are increases), the County will have an opportunity to allocate excess funds
to reserves. Since this information is not known at this time, the surplus is shown here un-
til the County can determine the appropriate course of action.

- J
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RESERVE AND CAPITAL TRANSFERS - continued

The transfer of amortization is the offset to the amortization expense included in the op-
erating expenses. This transfer is to apply the reduction in the net book value of the tan-
gible capital assets (roads, buildings, equipment) to the equity in the tangible capital as-
sets.

The transfer from reserves is the amount of funding used from operating reserves that
have been set up in prior years. This can include the reserves that have been built up
specifically for operating expenditures or that have been built from prior surpluses
(revenues exceeded budget and/or expenses less than budget).

>

' FINANCIAL
RESERVE .

The transfers to reserves are the amounts of funds that are raised in the operating budget
to be used for either future operating projects or capital projects:

o Currently, the County has a twenty (20) year capital funding program (as discussed in
the five-year written capital plan). In the plan there is approximately $2.5 million put
into capital reserves for this program (funding 2020 and future years capital acquisi-
tions).

o There is also approximately $140,000 budgeted to be allocated to operating reserves
to assist with the current difficulties in the oil and gas sector, and $200,000 being set
aside for economic development.

The transfer to capital function is the offset to the capitalization of operating expenses
related to road and bridge construction. This ensures those costs are added to the cost
of the assets and they can then be properly amortized over their useful life.

_/
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FIVE-YEAR
CAPITAL PLAN

-

The purpose of a five year capital plan is to provide an overview of the capital require-
ments for the County in upcoming years and to ensure that the County is in a position to
fund those purchases in a fiscally responsible manner. One of the results of implementing
a capital plan is a reduction in fluctuations of tax rates since the County will be building
reserves to draw on for capital acquisitions rather than using tax dollars directly.

R, o,

2

The County currently has a twenty year capital funding program. All costs and estimated
replacement dates for the County's capital assets are projected. Once an asset is due for
replacement, the funds necessary to purchase it will have effectively been saved up via
additions to capital reserves. For example, a grader with an estimated replacement cost of
$500,000 is scheduled to be replaced in 5 years; therefore, a total of $100,000 would be
allocated to a reserve each year so that when the grader is to be purchased after 5 years,
the funds will be available.

The capital reserve balances and future requirements are actively monitored by County
administration. Currently, the County is contributing $2.5 million per year to capital re-
serves to meet the needs of the plan.

This twenty year capital funding program is considered a “living” document and is updat-
ed on an annual basis to take into account changes in capital reserve levels, changes in
years of replacement, and the projected replacement costs. Although this capital funding
program spans 20 years, as the year of replacement gets closer to the current year the es-
timations of replacement costs typically become more accurate.
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CAPITAL PLAN

The following is the 2020-2024 projected capital plan:

Vulcan County Budget Projected Projected Projected Projected
Capital Budget and Projections 2020 2021 2022 2023 2024

CAPITAL ACQUIRED:

Land $ - 8 - 8 - 8 - 8 -
Land Improvement - - - - -
Buildings - - - 132,670 -
Equipment 1,600,455 1,920,982 361,718 1,039,702 2,595,086
Vehicles 266,500 550,076 598,801 407,520 694,619
Engineered Structures 4,036,287 2,603,968 5,845,588 2,650,910 2,932,417
TOTAL CAPITAL ACQUIRED S 5,903,242 $ 5,075,026 $ 6,806,107 $ 4,230,802 $ 6,222,122

CAPITAL FUNDING:

Capital Grants S 2,544,548 S 2,568,638 § 2,568,638 § 2,568,638 S 2,568,638
Sale of Assets 345,000 - - - -
Contributed Asset

Transfer from Capital Reserves 1,133,677 629,314 2,294,864 - 280,441 1,710,879
Transfer to Capital Reserves

Transfer from Operating Function 1,880,017 1,877,074 1,942,605 1,942,605 1,942,605

Transfer to Operating Function
Capital Lease acquired

TOTAL CAPITAL FUNDING $ 5,903,242 $ 5,075,026 $ 6,806,107 $ 4,230,802 $ 6,222,122

As shown above, there is some volatility in the amount spend on engineered structures
for the next 5 years. These fluctuations are due to the number, size, and timing of road
and bridge projects, primarily. The capital reserves have been built up over the past few
years as part of this capital funding program to allow for these purchases while minimiz-
ing the future tax impact.

County Council approves the road and bridge capital programs. During the approval pro-
cess, they review all projects, determine priorities, and determine the year of replacement.
This is reviewed by Council every year during budget approval and can be modified if re-
quired.

The following pages include charts for the replacement of the capital currently
included in the capital funding program.
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CAPITAL PLAN - continued

Administration - Property, Plant, & Equipments
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Note: A new administration building is projected to be required in 2027. This will be re-evaluated annually.

Agriculture - Property, Plant, & Equipments
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CAPITAL PLAN - continued
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Several fire engines are expected to require replacement in 2026-2028
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CAPITAL PLAN - continued

Public Works - Property, Plant, & Equipments
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The capital budget currently includes 2 graders and 2 scrapers being purchased in 2029.

Public Works - Roads
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A large number of roads are expected to require construction or reconstruction in 2026. Due to the volume
of work this would require, these projects will be reviewed and likely spread out over a few years.
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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
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