
Town of Erin 
 

Corporate Report 
 
 
 
 
           
Date: 2019-04-02   
        
To:  Mayor & Members of Council  
 
From: Ursula D’Angelo, Director of Finance  
 
 
 
Subject 
Fourth Quarter Variance Report Ending December 31, 2018 
 
Recommendation 
Be it resolved that Council herbey receives report number F2019-12 “Fourth Quarter 
Variance Report Ending December 31, 2018” for information; 
And that Council direct staff to transfer to Economic Development Reserve the 
amounts of $41,000 for the Economic Development Strategy and $20,000 for 
Community Improvement Plan; 
And that the Operating surplus of $219,443 be transferred and equally split between 
the Tax Rate Stabilization Reserve and the Infrastructure Renewal Reserve; 
And that Council direct staff to withdraw $1,934 from Let Get Hillsburgh Growing 
(LGHG) reserve to offset the deficit and to transfer $11,363 to BIA reserve due to 
surplus; 
And further that Council direct staff to move forward to 2019 the list of capital projects 
in Appendix B. 
 
 
Background 
This report is to provide Council with financial results of the Operating (Appendix A) and 
Capital Budget (Appendix B) for the year ending December 31, 2018.  Furthermore, for 
Council consideration, Schedule B lists recommended capital projects to be forwarded 
to 2018. 
Operating Results by Program  
The overall financial results for the Town of Erin is a surplus of $219k for the year 
ending December 31, 2018.  Total Program Net results were on target at 99% with 
larger variances in Planning, By-Law/Crossing Guards, Environmental Services and 
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Cemeteries.   Non-departmental net results were slightly higher at 103% due to smaller 
transfers for capital projects and PILS and Supplementary Taxes with the exception of 
two sales of Town property. Variance explanations will be provided below for 
departments that had less than 90% or greater than 110% of budget and $10,000 
variance. 

Planning – Net Operations Result $83,710 or 176% of Budget 

The largest variance was in expenses for LPAT appeals which are hard to predict.  
There are currently two ongoing appeals with the next highest legal expenditures is 
forecasted to be incurred in 2020.    

Bylaw/Crossing Guards – Net Operations Result of $93,531 or 130% 

Labour costs and other expenses had the largest variance related to by-law 
enforcement activities.  During the year, the service agreement in place with Guelph/ 
Eramosa was cancelled and replaced with a full time By-Law Enforcement Officer to 
address public concerns.   Once problem files were addressed, By-Law Enforcement 
reverted back to an ad-hoc service agreement.  Other Expenses were significantly 
higher than budget, which was related to clean up services for a property.  These 
expenses were recovered from the property owners which is reflected in Miscellaneous 
Revenue. 

Environmental Services - Net Operations Result $14,906 or 64% 

Water Source Protection costs is included in the Environmental Services.  The Town’s 
participation in a joint service agreement with municipalities in the County of Wellington 
meets regulatory requirements.  This budget was adjusted for 2019.  

Advisory Committees – Net Operations Result $66,409 or 92% 

Advisory Committees are provided with a yearly budget.  As in previous years, Council 
approves any unspent funds to be transferred to a respective reserve.  This year, Let 
Get Hillsburgh Growing (LGHG) will need to withdraw from reserves $1,934 and BIA 
has an $11,363 surplus available to be transferred to their reserves. 

Water - Net Operations Result is Nil 

Revenues for the delivery of water services was at 96% of budget from combined 
unfavourable variances of $39k from rates and $21k for service calls.  Water 
consumption was lower than anticipated caused by wet summer and less new water 
hook up requests.  Expenditures were slightly lower at 96% caused by combined large 
variances in labour costs, legal fees and service agreements due to outsourcing of 
water systems operations to Ontario Clean Water Agency.  In addition, transfers to 
Water Lifecycle Reserve was $101k less than the budget amount and is determined by 
the net amount (revenues less expenses (excluding Transfer to Reserves)).  The 
remaining variances were in other accounts.   
 
Operating Results – By Account Groupings 
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Total Revenues were $144k or 1% lower than anticipated due to unfavourable 
variances in Building Permit Revenues, Recreation User Fees and Transfers from 
Reserves offset by favourable variances in Interest and Other Revenues.  Expenses 
were lower than budget by $363k or 3% as a result of variety of variances in different 
account groupings such as Hydro, Supplies & Materials, Labour Costs and Consulting 
Services.  Variance explanations will be provided below for account groupings that had 
less than 90% or greater than 110% of budget and $10,000 variance. 

Revenues by Accounts 
PILS and Supplementary Taxes 
These revenues were higher by $36k or 29% than anticipated due Payment in Lieu of 
taxes (PILS) for federal and provincial owned properties.  These revenues are hard to 
predict as payments are at the discretion of the governments. 
 
Tax Write Offs 
A variance of $51k for Write Offs were lower than budgeted mainly due to tax 
reassessment activities are less by the end of the MPAC assessment cycle.   
 
Building Permit Revenues 
Permits were significantly lower by $126k or 38% as a result of less construction 
activity. These revenues are hard to predict and follow market trends. 
 
Recreation User Fees 
An unfavourable variance of $94k was partly due to changes in revenue recognition 
following Generally Accepted Accounting Principles (GAAP) and over estimating 
revenues which was adjusted in the 2019 Budget.  In addition, hall rentals were $28k 
lower than budget as a result of the Hillsburgh Library offering similar services.  
Revenues of $15k from Ballinafad Community Centre were budgeted and will be 
included in the financial statements.   
 
Penalties/Interest 
These revenues were lower by $48k or 13% than budget as a result of greater collection 
efforts offset by more frequent charges for taxes in arrears notices from bi-annually to 
ten months per year.  
 
Interest Revenue from Short Term Investments 
The variance of $115k higher compared to budget mainly the result of optimizing cash 
flows with High Interest Savings Account offered by the One Investment.  
 
Transfer from Reserves 
Budgeted Transfers from Reserves was $50k lower mostly as a result of $60k funding 
for Development Charges Study that will be completed in 2019. 
 
Expenditures by Account 
 
Supplies and Materials 
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Actual results for this account grouping was lower than expected by $138k or 38%.  
These variances were spread across programs such as Administration, Roads, Water 
and Recreation and were based on needs. 
 
Gravel Surface 
A variance of $55k or 14% was the result of less material needed to repair the road 
network. 
 
Calcium 
There was a favourable variance of $37k or 19% compared to budget.  This was due to 
over estimating the quantities that were needed.  This was adjusted in the 2019 Budget. 
 
Streetlight Repairs 
Repairs were higher than anticipated by $14k or 36% and were completed before the 
transition to LEDs that was initiated at the end of the year.   
 
Consulting Services 
Expenditures were lower by $198k or 59% due to postponement to 2019 for strategic 
studies such as Strategic Plan, Development Charges Study and Economic 
Development Strategy. 
 
Legal and Audit Fees 
A variance of $81k was in legal fees caused by two appeals at the Local Planning 
Appeal Tribunal (LPAT) and corporate legal matters. 
 
Service Agreements 
As mentioned earlier, costs for Service Agreements was higher by $443k and mostly 
due to outsourcing of water operations.  There were smaller variances in By-law 
Enforcement due to cancellation of agreement with Guelph Eramosa Township and 
Planning due to less provision of planning services from the County of Wellington. 
 
Resealing 
The favourable variance of $74k was due to a lower demand for the activity and other 
costs were allocated to Roads Maintenance.  
 
Roads Maintenance 
The unfavourable variance of $154k includes over $75k in services such as ditching, 
tree removal, cleaning of catch basins and the remainder of the variance is materials 
and supplies charged to this account.  This unfavourable variance was partially offset 
with less activity in Resealing and Gravel Surface accounts.  
 
Winter Control 
The unfavourable variance of $25k was the result of underestimating budget which was 
corrected in the 2019 Budget.   
 
Equipment and Small Tools 
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The favourable variance of $50k was mostly the result of Parks and Recreation 
program’s over budget for that account grouping and was reallocated to other accounts 
for the 2019 Budget. 
 
Vehicle Maintenance 
The variance was $46k or 19% mostly due to repairs for aging vehicles in the Roads 
and Fire departments.   
 
Conservation Authorities 
These are levies from the Credit Valley Conservation Authority (CVC) and the Grand 
River Conservation Authority that had a variance of $34k.  2019 Budget was adjusted to 
reflect new rates. 
 
Telephone and Cell Phones 
Expenditures were lower by $19k than budgeted due to realignment of accounts in the 
Roads Department which was addressed in the 2019 Budget.  Also, cancellation of 
services in the Water Departments as a result of outsourcing operations. 
 
Hydro 
The variance favourable variance of $162k was mainly the result of hydro costs 
associated to Water Operations that have been transferred to OCWA’s service 
agreement.  There was also a $42k reduction in hydro costs due to conservation efforts 
with the installation of new HVAC and LED lights mid-year of 2017 in both community 
centres.   
 
Natural Gas 
The unfavourable variance of $19k was in the Fire Department as a result of better 
tracking of expenses which was not previously captured in budgets.  The 2019 Budget 
was adjusted to better reflect actual trends.  Also, costs for natural gas was higher than 
anticipated in various buildings. 
 
Economic Development Activities  
The favourable variance of $63k was mainly due to a decrease in activity for the 
industrial and equine activities because of the release “Horse and Country” early in the 
year.  There was also a realignment of efforts in the marketing oriented activities. 
 
Advertising/Promo 
Administration had a variance of $13k lower than budget mostly in Parks and 
Recreation as a result of centralized efforts in Administration.  
 
Other Expenses 
The variance was mainly due to unbudgeted credit card charges related to accepting 
tax and water payments (fees are recovered in revenues), and expenses related to 
landscaping and repair of cenotaph which was approved by Council.   
 
Insurance and Deductible 
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The variance of $66k was mostly in unspent deductibles.  In prior years, high 
deductibles were budgeted which was corrected in the 2019 Budget. 
 
Capital Projects 
The variance of $101k was mostly due to some cumulative smaller savings of 
completed projects.  More detailed analysis is below.  
 
Capital Projects Variance 
As of December 31, 2018, the Capital Budget vs Actuals report had a total budget of 
$7.6m and included projects from prior years between 2015 and 2017.  As per Council 
direction, there were several changes during the year that are summarized below:  

 $1.2m property sales that were not budgeted which net amounts were 
transferred to the Infrastructure Renewal Reserve as per Council Resolution #18-
160. 

 $130k for renovations at Town Hall as per Council Resolution #18-160. 
 $60k increase to the Elevator installation project as per Council Resolution #19-

051. 
 $27k increase to Pumper 11 Replacement as per Council Resolution #18-368 

based on the results from the Request for Proposal.  The deposit for the previous 
order is now recorded as a receivable of $107k with the expectation that the 
Town will receive the refund. 

 Addition of $389k for streetlight conversion to LEDs as per Council Resolution 
#18-251. 

 Addition of $36,135 of waste recycling bins funded from the Voluntary Water 
Levy as per Council Resolution #18-330. 

 Addition of $10k as per Council Resolution #18-159 for Osprey Nest and dog 
park fence.  

 Addition of $62k for revitalization of McMillan Park holiday celebrations as per 
Council Resolutions #18-159 and #18-234. 

 
These changed the total 2018 Capital Budget to $8.0m including sale of properties such 
as Shamrock Road and Concession 8 Lot 26 and spending on capital projects from 
prior years. 
 
For 2018, only $2.7m was spent excluding the $1.2m transfer from the sale of the 
properties.  Below is a summary of projects that are recommended to be carried forward 
to 2019: 

 Remaining funds of $3k from the sale of properties be added to the Town Hall 
renovations of $130k approved by Council.   

 Town Hall renovations and the unspent funds of $66k from $130k be transferred 
to complete the lower level renovations and accessibility counter.   

 Remaining funds of $285k for the elevator installation be transferred to complete 
the project as per contractual agreement approved by Council in Resolution #19-
051.  

 Budget of $548k for the Fire Pumper #11 replacement be carried forward to 2019 
as per Council Resolution #18-368. 
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 Streetlight conversion to LEDs for $389k be carried forward to 2019. 
 Single Axle Dump Truck/Winter Sander be carried forward to 2019. 
 New Water Supply Production Well budget of $120k be transferred to 2019 as it 

is related to the Water Environmental Assessment will be needed once the new 
source of water is found. 

 The Water Environmental Assessment has not been completed and it is 
recommended that the remaining budget of $624k be transferred to 2019. 

 Waste Water Environmental Assessment is almost complete and is 
recommended that the remaining funds of $34k be transferred to 2019 in case 
other work needs to be carried out.  

 Recreation capital projects totalling $481k which includes the Erin the Rotary 
River Trail.   

 
The remaining variances were several projects that were cancelled due to changes in 
management.  Schedule B provides a list of Capital projects recommended to be 
forwarded to 2019.   
 
Reserves and Reserve Funds – Update 
Reserves and Reserve Funds table in Appendix C provides activities for the year and 
cumulative balance of $11.5m, a net increase of $2.0m over last year.  The results were 
partially due to $4.4m in additions.  The biggest impact was a $1.2m transfer to 
Infrastructure Renewal Reserve from the sale of Town owned properties.  The next 
largest contribution was $867k from grant advancement from the OCIF Top Up Grant of 
$1.5m for Station Street Bridge and Dam.  These funds can only be spent on that 
project.  The next largest contributions were $563k to the Infrastructure Renewal and 
$493k to the Water Life Cycle reserves.  The table in Appendix C also include Reserve 
Funds such as Administration DC (Development Charges) which are limited to how they 
can be spent.  Interest was allocated to all Reserve Funds which is following Public 
Sector Accounting Board (PSAB) standards.  Total disbursements were $2.0m which 
were approved in the 2018 Capital and Operating Budget.  The largest disbursement 
was $488k from Gas Tax Reserve Fund for bridges and culverts. The second largest 
disbursement was$183k was expended from Water Life Cycle Reserve for the 
environmental assessments and other small capital projects.  The next largest 
disbursement was for $182k from Roads Capital Reserve for bridges and culverts from 
2017 and Daniel Street Storm Study.  There was $155k disbursed from Water DC for 
Water Environmental Assessment.  Lastly, $164k of OCIF Formula component was 
disbursed for culvert replacement on 4th Line as these funds cannot be carried forward.  
Disbursements from Reserves and Reserve Funds are completed at the end of the year 
when all projects are complete and no additional invoices are expected. 
 
Financial Impact 
In summary, the total operating budget surplus for the 2018 is $219k. This includes 
transfers to and from reserves for Advisory Committees and recommended capital 
projects in Appendix B be moved forward to 2019 for a total of $2.8m.  
Conclusion 
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This report provides Council and the public accountability and transparency of financial 
activity for the Town of Erin for the fourth quarter in 2018.  The Fourth Quarter Financial 
Report provides Council with year end results for actuals spent in comparison to annual 
budget for all departments and provides explanations for any significant variances.   The 
table in Appendix C provides a summary of activities in Reserves and Reserve Funds.  
 
Attachments 
Appendix A – 2018 Budget to Actuals Report – December 31, 2018 
Appendix B – 2018 Capital Projects Variance – December 31, 2018 
Appendix C – Reserve and Reserve Fund Balances as of December 31, 2018 
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