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SUMMARY

The purpose of this report is to provide the Budget Committee with information regarding the
2015 operating budget pressures, which were projected as part of the 2014 operating base
budget submission and an analysis of 2013 self-generated revenue.

FINANCIAL IMPACT

As part of the 2014 operating base budget submission, Toronto Public Library (TPL) was
required to provide a 2015 budget outlook, which was comprised of pressures totalling
$5.018 million net ($5.027 million gross) representing a 3.0% annual net budget increase.

No operating budget target has as yet been provided by the City for the 2015 budget.

The Director, Finance and Treasurer has reviewed this financial impact statement and is in
agreement with it.

COMMENTS

2015 Operating Budget Pressures

As part of the 2014 operating base budget submission, TPL provided a 2015 budget outlook,
which was comprised of pressures totalling $5.018 million net ($5.027 million gross)
representing a 3.0% annual net budget increase as summarized in the following chart:
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Extracted from 2014 Operating Base Budget Submission

NET
STAFF | $000s %
2014 Council Approved Operating Budget 1,737.4|167,587.4
2015 Incremental Outlook
Salaries & Benefits 0.0 3,029.6 1.8%
Other Costs
Operating impact for two new branches:

Fort York and Scarborough Civic Centre 763.3 0.5%
Operating impact of other capital projects 105.0 0.1%
General economic increases 674.8 0.4%
Library collections economic increase 445.0 0.3%

Subtotal of Other Costs 0.0 1,988.1 1.2%
2015 Incremental Operating Pressures 0.0 5,017.7 3.0%
2015 Operating Budget Outlook 1,737.4|1172,605.1

While it is still too early in 2014 to confirm the pressures identified or to add new factors to
the forecast, the 2015 operating budget outlook includes the following cost pressures:

Salaries and Benefits

The $3.030 million pressure reflects a 2.25% COLA increase and associated benefits, which
represents a 1.8% budget increase.

Operating Impact of New Branches

The second year annualized costs required to operate the two new branches opening in 2014
add $0.763 million to the 2015 pressures, which represents a 0.5% budget increase. These
costs include salaries, collections, supplies, services and utilities, partly offset by projected
revenue. The first year costs for the new branches of $1.046 million is included as part of the
approved 2014 operating budget.

Operating Impact of Other Capital Projects

The operating impact of other capital projects of $0.105 million, a 0.1% budget increase, is
the result of increased costs of equipment, services and rents associated with the Bridlewood
and Wychwood branches and the maintenance costs for the library material automated sorters
installed in several branches.
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General Economic Increases

Cost increases from contracted services, maintenance, utilities and expected inflation total
$0.675 million or a 0.4% budget increase. Economic factors are forecasted by the City of
Toronto based on commodity cost trends and provided to agencies and divisions to be used
for budgeting. These factors are applied to each expense line item in the base budget to
calculate the expected economic pressure for the year. The 2014 - 2016 economic factors
summarized below were provided to TPL in May 2013.

Extracted from City of Toronto 2014 Operating Budget Submission - Guidelines and Instructions
2014 - 2016 Non-salary Economic Factors

Expenditures Description 2014 2015 2016
Printing & paper products 1.30% 1.50% 1.40%
Hydro 5.40% 6.00% 6.00%
Gasoline 1.25 per litre or 0% | 1.25 per litre or 0% | 1.25 per litre or 0%
Diesel 1.25 per litre or 0% | 1.25 per litre or 0% | 1.25 per litre or 0%
Natural gas 1.30% 2.50% 2.00%
Water 9.00% 3.60% 3.00%
Postage 3.00% 3.00% 3.00%
Telephone / Cellular 0.00% 0.00% 0.00%
Bldg / Trade materials / tools & equipment 2.80% 2.70% 2.60%
Salt 3.90% 3.91% 4.00%
Contracted Services *
CPI General (expenditures not listed above) 2.20% 2.10% 2.00%

* Contracts with fixed prices over their term are not adjusted for inflation. Where the price schedule specifies
the 2014, 2015 and 2016 contract price such prices should be included at the price approved in the tender.

An updated list of economic factors will be provided by the City for the 2015 budget and the
economic factors for utilities is expected to increase.

Library Collections Economic Increase

Library collections is a unique library commodity not included in the City’s economic
factors. As explained in a separate report — Economic Adjustment for the 2014 Collections
Budget, the calculation of the economic adjustment is based on many factors, including
expected price inflation, unit cost for materials and the exchange rate between the Canadian
and US dollar.

The 2015 economic increase for collections is $0.445 million, which represents 2.5% of the
$17.987 million collection budget and represents a 0.3% overall budget increase.

Analysis of 2013 Self-generated Revenue
The impact of changes affecting the level of self-generated revenue is monitored on an

ongoing basis and any known or expected changes are incorporated in the following year’s
operating budget submission. While it is still very early to draw conclusions based on 2014
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revenues collected so far, an analysis of the 2013 self-generated revenue is summarized
below including factors, which could be relevant for the 2015 operating budget.
Summary of 2013 Self-Generated Revenue

($000's)
. Variance

Description Actual Budget Fav/(Unfav)

Fines and fees 3,306.8 3,728.8 (422.0)
Printing and copying 588.3 516.2 72.1
Tenant leases 1,236.6 1,259.9 (23.3)
Theatre and room rentals 1,281.9 1,208.0 73.9
Sale of library materials and other revenue 614.2 503.9 110.3
Total 7,027.8 7,216.8 (189.0)

Fines and Fees

Fines and fees revenue in 2013 was $3.307 million, which was $0.422 million below budget.

Fines revenue is trending lower due to several factors, including:

e Increased borrowing of electronic library materials which incurs no fines;

e The introduction of higher fines in 2012 has influenced customer behavior to manage
their borrowing habits in order to avoid incurring fines;

e Increased options available to customers to manage their borrowed material and avoid
fines;

e Fines revenue in 2014 is expected to be negatively impacted by the harsh winter weather.

Printing and Copying

Printing and copying in 2013 was $0.588 million, which is $0.072 million above budget.
The implementation of card readers and other service improvements in the branches resulted
in an increase in printing and copy usage by customers in 2013. It is too early to tell if this
revenue will increase further in 2014 and 2015.

Tenant L eases

Tenant Leases in 2013 generated $1.237 million revenue, which is $0.023 below budget due
to periods of vacancy at the Northern District and Deer Park locations. The 2014 tenant
leases revenue was increased by $0.098 million in the 2014 budget to reflect expected
revenue from new tenants.

Theatre and Room Rentals

Theatre and room rental revenue in 2013 was $1.282 million, which is $0.074 million above
budget. This revenue budget was increased by $0.216 million for 2014.

The closure for renovation of the Fairview Branch and Theatre reduced the revenue received
in 2013. The branch is reopening in April 2014.
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Sale of Library Materials and Other Revenue

Sale of library materials, advertising and other revenue in 2013 was $0.614 million, which is
$0.110 million above budget mostly due to one-time revenues from various sources.
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