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May 25, 2015

Independent Auditor’s Report

To the Members of the Board of
Toronto Public Library Board

We have audited the accompanying financial statements of Toronto Public L1brary B{)ard which comprise
the statement of financial position as at Decembef-31, 2014 and the statements of operatxor;,s and
accumulated surplus, change in net debt and cash flows forthe year then ended, and the reiated notes,
which comprise a summary of s1gmﬁcant accounting pohc1es and other explanatory 1nfﬂrmat10n
Management’s responsibility for the ﬁnanclal statements

Management is responsible for the preparatltm and fair presentatmn of these financial statements in
accordance with Canadian public sector accountlngstandards and for, such internal control as
management determines is necessary to enable the preparatlcm of financial statements that are free from

material misstatement, whether du’e to fraud or' t:rgr

Auditor’s respon51b111ty j
Our responsibility is to express an opamon on these ﬁn ncial statements based on our audit. We conducted
our audit in aceordance with Canadfan gene"rally accepted audltmg standards. Those standards require
that we complyvvxth ethlcal requirements and plan and-‘perform the audit to obtain reasonable assurance
about whether the flnam:lal statements are free ‘from material misstatement.

SN ‘\ AN o
An audlt 1n\<olVes performlng proeedures to obtaln audit evidence about the amounts and disclosures in
the financial statements The pmcedures Seiected depend on the auditor’s judgment, including the
assessment of the. nsks of matenal mlsstatement of the financial statements, whether due to fraud or
error, In making those r}sk assessm,ents the auditor considers internal control relevant to the entity’s
preparation and fair presentatlon 6f the financial statements in order to design audit procedures that are
appropriate in the c1rcumstances but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal controft.ﬁAn audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of
Toronto Public Library Board as at December 31, 2014 and the results of its operations, remeasurement
gains and losses and its cash flows for the year then ended in accordance w1th Canadian public sector
accounting standards. SN

Chartered Professional Accountants, Licensé;d i?ublic Accountants

B s, Y ’»,\
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FOR DISCUSSION WITH MANAGEMENT ONLY ~ SUBJECT TO AMENDMENT
NOT TO BE FURTHER COMMUNICATED



DRAFT
Toronto Public Library Board

Statement of Financial Position
As at December 31, 2014

2014 2013
$ $
Financial Assets
Cash and cash equivalents 15,439,423 9,920,371
Accounts receivable
City of Toronto (note 3) 4,744,429 14,770,698
Other accounts receivable (note 9) 1,899,569 3,250,690
22,083,421 27,941,759
Liabilities AN
Accounts payable and accrued liabilities s .

Other accounts payable 19,010,740 ~. 23,188,989
Deferred revenue (note 9) > 1,480,475 . ... 1,217,625
Employee benefits (note 4) ~._ 87,035,965 84,598,410
Payable to Canada Life Assurance Company (note 5) ~, 668,497 815,951

108,195,677 109,820,975
Net debt S (86,112,256) (81,879,216)
Non-financial assets
Tangible capital assets (note 7) e wfg 285,569,788 267,896,366
Accumulated Surplus -~
Accumulated operating surplus 199,457,532 186,017,150

Approved by the Board

Toronto Public Library Board Chair City Librarian

The accompanying notes are an integral part of these financial statements.
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Toronto Public Library Board

Statement of Operations and Accumulated Surplus
For the year ended December 31, 2014

DRAFT

Actual Actual
Budget 2014 2013
$ $ $
{(note 2)

Revenues
City of Toronto (note 3) 194,024,435 196 247,086 195,656,717
Province of Ontario 5,695,407 ) ,5 765,715 5,881,700
Federal government 20,000 7 7138,582 255,563
Fines and user charges 5,107,358 - - 4, 344,427 4,548,092
Investment income 139,500 " -~ . 266,904 498,239
Donations and other grants (note 9) 1,092,809 2,628,721 7,433,863
Other income 2, 827 664’& ; 3,150,666 2,660,989
208,@07,164\» U 212542101 216,935,163
Staff costs 137,747,840 . 140,395,647 - .7138,961,658
Maintenance and supplies 11,995,388 - 13 704,251 : 13,379,336
Utility costs 8,073,297 . * 7,730,644 - 7,763,829
Administration costs 2,786,188 3,484,790 3,761,857
Rental costs 2,514,546 2,378,802 2,165,598
Library materials . . 87,298 124,301
Transfers to City of Toronto and other (note 3) 878, 051 ... 702,540 678,030
Amortization of tangible assets ; 30,557“746 30,557,747 29,543,913
94 553 056 i99,101,719 196,378,522
Annual surplus 13,440,382 20,556,641
Accumulated surplus Beglnmng of year“e 186,017,150 165,460,509
Accumulated surplus End of year S 199,457,532 186,017,150

The accompanying notes are an integral part of these financial statements.
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Toronto Public Library Board

Statement of Change in Net Debt
For the year ended December 31, 2014

2014 2013
$ $
Annual surplus 13,440,382 20,556,641
Acquisition of tangible capital assets (48,231,169) (53,626,079)
Amortization of tangible capital assets 30,557,747 29,543,913
Change in net debt 7 (4,233,040) (3,525,525)
Net debt - Beginning of year , \ (81,879,216) (78,353,691)
Net debt - End of year (86;1"1,,,2,256) (81,879,216)

The accompanying notes are an integral part of these financial statements.
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Toronto Public Library Board

Statement of Cash Flows
For the year ended December 31, 2014

DRAFT

2014 2013
$ $
Cash provided by (used in)
Operating activities
Annual surplus 13,440,382 20,556,641
Items not affecting cash
Amortization of tangible capital assets < 30,657,747 29,543,913
Non-cash portion of employee benefits S 2,437,555 3,734,924
46,435,684 53,835,478
Changes in non-cash assets and liabilities BN
Accounts receivabie . 11,377,390 (8,705,755)
Accounts payable and accrued liabilities . (4.178,249) (12,491,223)
Deferred revenue g \ 262,850~ (350,611)
53,807,675 " 32,287,889
Capital activities \ &
Acquisition of tangible capital assets ! (48,231,169) (53,626,079)
Financing activities AN
Principal repayment on long-term payable with Canada |fea W e
Assurance Company ! - (147,454) (136,120)
Increase (decrease) in cash an\"ﬁ cash equlvalents duﬁng’ )
the year 5 3 5,519,052 (21,474,310)
Cash and cash equwalents Begmnmg f year “ 9,920,371 31,394,681
Cash and cash equwaients End of yea;x 15,439,423 9,920,371

The accompanying notes are an integral part of these financial statements.
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Toronto Public Library Board

Notes to Financial Statements
December 31, 2014

1 Operations

The Toronto Public Library Board (the Board or the Library) is a local board of the City of Toronto (the City)
deemed to be a public library board established under the Public Libraries Act (Ontario) and is responsible for
providing public library service that reflects the community’s unique needs. The Public Libraries Act (Ontario)
has also designated the Board as a special library service board to prowde hbrary resources and services to the
Ontario library community.

N

The Board is not subject to income taxes under Section 149(1) of the Income Tax Act (Canada).

The Toronto Public Library Foundation (the Foundation)- has re§pons1b1hty for most of the fundraising
activities for the Library. Fundraising efforts of the Foundatlon are to benefit the Library. The Foundation’s net
assets, revenues and expenses are not included in these ﬁnanmal statements (note 9).

2 Summary of significant accounting policies

Basis of accounting

These financial statements have been prepared'in acc*erdance with Canadlan pubhc sector accounting standards
(PSAS) for local governments as. deﬁned by the Pubhc Sector Acéauntmg Board of the Chartered Professional
Accountants of Canada. 7 . oy

Revenues are presented-on the accruai‘bags‘is of accouflﬁng. The accrual basis of accounting recognizes revenues
as they become available, are measurable and collectiortis reasonably assured.

Revenue rechgnition e

Government transfers whlch mclnde mummpal provincial and federal grants, are recognized in the year in
which events g1v1ng rise to the transﬁer oceur, prcmdlng the transfers are authorized, any eligibility criteria have
been met and reasonable estlmates ofthe amounts can be made.

The Board follows the\deferral method of accounting for donations and other grants. Donations and other
grants are recognized as revemle when received or receivable if the amount to be received can be reasonably
measured and collection is reasonably assured. Revenues from user charges and other related services are
recognized at the point of salggr when services have been provided and collection is reasonably assured.

Expenses
The Board reports its expenses of the year by object, instead of by function or major program. Presentation by

object outlines the major types of expenses incurred, and is the basis by which the Board tracks, analyzes and
monitors its costs for budgeting and decision-making purposes.
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Toronto Public Library Board

Notes to Financial Statements
December 31, 2014

Measurement uncertainty

The preparation of the financial statements in accordance with Canadian PSAS requires management to make
estimates and assumptions. The employee benefits liabilities and related costs charged to the statement of
operations and accumulated surplus depend on certain actuarial and econgmic assumptions. These estimates
and assumptions are based on the Board’s best information and Judgment and may differ significantly based on
actual results. A >

Restricted cash

sabbatical leave program

Cash and cash equivalents “ )

Cash and cash equivalents include cash on: dep051t money market funds and short—term securities with original
terms of maturity of less than go days.

Materials and suppliest purchased for canSumptlon in the Library’s act1v1t1es are reported as an expense on the
statement of operatlons and accumulated surplus in thezyear of acquisition.

Tangible calj;ta} assets

. “

Tanglblecapltal assets are non-ﬁnanmal asse’es that are not available to discharge existing liabilities and are
held for use inthe: provision of semces They havé useful lives extending beyond the current year and are not
intended for sale'i ‘in the ord1nary ceurse of operations.

Purchased tangible capltaI ‘assets arg recorded at cost. Contributed tangible capital assets are recorded at fair
value at the date of contribution. VAmortlzatlon is provided on a straight-line basis over their estimated useful

lives as follows: N
Buildings ' 50 years
Leasehold improvements term of the lease or useful life
estimated by management
Furniture, fixtures and equipment 5to 20 years
Vehicles 8 to 12 years
Library materials 6 years

Assets under construction are not amortized until the date of substantial completion.

Contributed rare books and other collections are expensed in the year received.
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Toronto Public Library Board

Notes to Financial Statements
December 31, 2014

The cost of normal maintenance and repairs, which does not significantly enhance the service potential of
tangible capital assets, is expensed.

Deferred revenue

Deferred revenue includes the balance of funds that have been received from the\Foundatmn for specific
operating projects, which the Board has not yet expended.

Employee benefits

The Board has adopted the following policies with respec,tzto’éﬁﬁ“ployeé benefit plans:.

« the Board’s contributions to a multi-employer, deﬁned benefit ; pension plan are expensed when
contributions are due as the plan is accounted for as- a defined cnnmbutmn plan;

+  the costs of termination benefits and compensated absences are recognized when the event that obligates
the Board occurs; costs include projected future income payments, health-care continuation costs and fees
paid to independent administrators of these, Plan& calculated on a p“I:esent value basis;

+  the costs of other employee ] benefits are actuamally determmed usmg ithe pro;ected benefits method pro-

rated on service and management s best est1mate of retlrement ages of employees, salary escalation,

expected health~carecqsts and: planmvestmentperformance e

«  past service costs from plan amendments related to\ I‘lOI' years ’ employee services are accounted for in the
year of the plan. amendment - ;

. empl;)yee future beneﬁt liabilities are discdﬁﬁteduslng the City’s cost of borrowing;

e« net actuamal gains and losses are amot'tlzed ‘over the expected average remaining service life of the related
employee group, wh1ch ranges from 12 to 16 years; and

N -
+ theeffects ofa gain orloss fron%l s;ettlements or curtailments are expensed in the year they occur.

Financial instruments ™,

PSAS allows the Library to classify its financial instruments as either fair value or amortized cost.

Currently, the Library does not classify any financial instruments at fair value. The financial instruments
carried at amortized cost include accounts receivable, long-term receivable, accounts payable and accrued
liabilities, bank loans and term debt. They are initially recognized at cost and subsequently carried at amortized
cost using the effective interest rate method, less any impairment losses on financial assets, except for
contributions, which are initially recognized at fair value. Transaction costs related to financial instruments in
the amortized cost category are added to the carrying value of the instrument.
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Toronto Public Library Board

Notes to Financial Statements
December 31, 2014

Writedowns on financial assets in the amortized cost category are recognized when the amount of a loss is
known with sufficient precision, and there is no realistic prospect of recovery. Financial assets are then written
down to net recoverable value with the writedown recognized in the statement of operations and accumulated
surplus.

Budget figures

AN
“y

Budget data presented are based on the 2014 operating and capital budgets approved by Council. Adjustments
to budgeted values were required to provide comparative budget., Values based on the PSAS basis of accounting.
The following chart reconciles the approved budget with the budgekﬁgures as presented in the statement of
operations and accumulated surplus. ’ \

Budgé‘t\\

amount
Revenue
Approved budgets
Operating . 184,170,135
Capital . ™..26,925,000
Less: Inter-budget transfers N (2,187.971)

" 208,007,164

Expenses
Approved budgets
Operating ) 184,170,135
Capital e 26,925,000
Less: lnter*budget transfers (2,187,971)
SN 208,907,164
Adjustments\ . e
Tangible capital assets
Library-materials - included:.in operating expenses (17,986,854)
Building and equepment capetalezed for GAAP purposes (26,925,000)
Amortization o ; 30,557,746
Adjusted annual budget surpl@s‘én PSAS basis 14,354,108
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Toronto Public Library Board

Notes to Financial Statements
December 31, 2014

3 Related party balances and transactions

In the normal course of operations, the Board incurs costs for various expenses payable to the City and earns
various revenues from the City. Such transactions between the City and the Board are made at the agreed
exchange amount.

Accounts receivable from (payable to) the City consist of the following: e

S e

2014 2013
$ $
2014 funding receivable 8, 103 404 19,542,909
Operating expenses (468, 1097) (81,215)
Operating surplus payable ISP (26, 174% (386,655)
Hydro charges N (1,233, 155) (776,967)
Capital project funding receivable - 303,000
Unexpended capital advance (1,631 54@)’ (3,830,374)
4,744,429 14,770,698

following:

; 2014 2013

$ $

Maintenance 325,143 420,004
Rent o 560,146 497.163
Construction... o 8,097 35,473
Utilities - 4522174 4,351,915
Other - 240.952 248,958
” 5,656,512 5,553,513

The Board rece1ved$252 108 (20132 $224,051) from the City, consisting of $246,581 (2013 - $220,901) in
rental income and $5, 527 (2013 $3,150) in miscellaneous income.

The Board contributes to a ftmd heid by the City that provides funding for vehicle, property and liability
insurance claim payments andrelated legal and adjusting expenses. The fund is established for insurance claim
costs below deductible levels and for payments that exceed insurance coverage levels. Contributions are paid to
the City, which makes insurance premium payments on behalf of the Board. During the year, the Board made
$448,521 (2013 - $448,521) in contributions.

Vehicle and equipment reserve fund

The City maintains a reserve fund on behalf of the Board. The reserve fund was established by the City’s council
and is detailed in the City’s Municipal Code.
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Toronto Public Library Board

Notes to Financial Statements
December 31, 2014

The purpose of this fund is to provide funding to purchase or acquire any vehicles or equipment for the Library.
The funding promotes efficiencies and provides budget stabilization by moderating large fluctuations in the
annual replacement of vehicles and equipment. During the year, the Library made $342,000 (2013 - $342,000)
in contributions, based on future replacement of the vehicle fleet, while the City committed $314,333 (2013 -
$390,000) of the balance to fund the purchase of vehicles. The balance of the Vehicle and Equipment Reserve
Fund as at December 31, 2014 was $695,630 (2013 - $273,131). ) .

4 Employee benefits | w

The Board sponsors defined benefit plans providing pension. ahd other rehrement and post-employment
benefits to most of its employees. The plans provide health derrta\} llfé insurance au@ long-term disability
benefits to certain employees.

.

Information about the Board’s employee benefits, other than the mu}tbemployer deﬁned beneﬁt pension plan
noted below, is as follows: .

Sick leave

The Board’s short-term disability plan, for non«anmmze&employees, prowdes,salary protection at 100% or
75%, based on an employee’s benefit eligibility da%e for up to 26 weeks per illness or per calendar year.
Absences greater than 26 weeks dm'atlon are coverad undeythe BOa{'d’s 1(mg~term disability plan.

3

Under the sick leave beneﬁt’plan for umo;nzed emple, es, employees are credited with a maximum of 18 days
sick time per year. Unused sick leave cOuld accumulaté\ and employees could become eligible for a cash
payment, capped at one-half of unused, siek. time to a maXImum of 130 days when they leave the Board’s
employment. EffectiveApril 1, 2010, alL new per‘manent empfoyees are enrolled in a short-term disability plan
that does not mcIu(ie the. accnmulatlon of unusaiswk Iea\”fe Union employees, as of that date, were given the
option of remalmng on the smk leave plan of 18 days” sick time per year and the accumulation of unused sick
timeto & maxxmum of 130 days or' moving to the short-term disability plan that does not include the
accumulation of unused sick lea\?e The hablh‘cy for the accumulated sick leave represents the extent to which
sick leave beneﬁts\haVQ vested and: could theirbe taken in cash by employees on termination of employment.

\

Workplace Safety Ihs}lrance Baa;'d (WSIB)

\\, ™ .,,»*‘j A
The Board is a Schedule 2 employer and, as such, pays the full cost of all medical and all other benefits for its
employees who sustain injuriés&ét the workplace plus the administration cost as determined by the WSIB.

Post-retirement and post-employment benefits

The Board provides health, dental, life insurance and long-term disability benefits to certain employees.

2014 2013

$ $

Accrued benefit obligation 80,817,378 70,528,644
Net unamortized actuarial gain 6,218,587 14,069,766
Total employee benefit liability 87,035,965 84,598,410
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Toronto Public Library Board

Notes to Financial Statements
December 31, 2014

Components of the acerued benefit obligation are as follows:

2014 2013

$ $

Post-retirement benefits 48 593,987 40,492,682

Disabled employees’ benefits e 4,728,247 4,317,366

Income benefits A 7 872,326 7,528,670

Sick leave benefits 18,1 50,670 16,927,468

wWsiB - 1,472,178 1,262,458

80,817,378 70,528,644

The continuity of the accrued benefit obligation is as folldﬂs;s:

2014 2013

Balance - Beginning of year 70,528,644 74,332,404

Current year’s service cost 3,612,740 3,939,548

Interest cost N 2,899,378 2,716,310
Benefits paid ~.-(3,967,678) (3,288,929)
Actuarial loss (gain) 7,744,294 (7,170,689)

Balance - End of year, g 80,817,378 70,528,644

The total expenses relatedto employee beneﬁts other than those related to the multi-employer pension plan are
included in staff costs in the statement of operatlons and accumulated surplus and include the following

components: -

’ N e 2014 2013
Current year's service cost. 3,612,740 3,939,548
Amortization of-net actuarial ioss (gam) . (106,885) 367,995
Benefit interest expend:ture 2,899,378 2,716,310
Total expenditures | related to retlrement benefits 6,405,233 7,023,853

Cash payments made durmgV o ;(ear are as follows:
2014 2013
$ $
Post-retirement plans 1,303,487 1,360,719
Disabled empioyees’ benefits 1,100,705 1,018,190
Sick leave benefits 1,070,311 766,892
3,474,503 3,145,801

Due to the complexities in valuing the plans, actuarial valuations are conducted on a periodic basis. The most
recent actuarial report was completed as at December 31, 2012. The next actuarial valuation is expected to be
completed in 2015.
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Toronto Public Library Board

Notes to Financial Statements
December 31, 2014

The significant actuarial assumptions are as follows:

Accrued benefit obligation
Discount rate
Post-retirement
Disabled employees, income benefit
Sick leave
WSIB
Accrued benefit cost
Discount rate
Post-retirement
Disabled employees, income beneflt
Sick leave-WSIB 7 N
Health-care inflation
Hospital dental care and other medical
Drugs
Rate of compensation increase

For measurement purposes, a 6.0% annual rate of mcrease in the per caplta cost of covered health-care was
assumed, except for a 3.0% annual rate of increase for dental ‘benefits. The rates are assumed to decrease
gradually to 4.0% by 2020, exeept for dental rates, that are/assumed\to decrease gradually to 3.0% by 2015 and
remain at those levels thereafter ,

In addition to the above—noted benefits the Board makes contmbutlons to the Ontario Municipal Employees’
Retirement System plan (OMERS), a mulﬁwemployer pensmn\plan on behalf of most of its employees. OMERS
is a defined benefit plan -which specifiesthe. amotmt of th:e yétirement benefit to be received by the employees,
based on the’ length of Serwce and rates of pay. Employees and employers contribute jointly to the plan. Total
employer contrlbutlons for ‘the year amounted to $9,623,429 (2013 - $9,402,564) and are included in staff costs
in the statement of operatlons and accumulatedsurplus

5 Long-term payables /
During 2001, the Board entered inté ah Energy Service Agreement with the City and Ameresco Canada
(Ameresco), formerly DukeSoIimens Canada Inc. Ameresco completed energy efficiency improvements to

Library facilities in 2003 for a total net cost of $3,218,935.

The first $1,000,000 in 1mprovements was financed by an interest-free loan from the Better Building
Partnership Program of the City, which was fully repaid at the end of 2012.
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Toronto Public Library Board

Notes to Financial Statements
December 31, 2014

DRAFT

The remaining $2,218,035 was financed through a tri-party agreement among Ameresco, Canada Life
Assurance Company (Canada Life) and the Board. Under the terms of the agreement, the Board agrees to pay
Canada Life annual payments of $211,052, which include principal and interest at 8.02%, which is ultimately
funded by the energy savings over the matching 15-year period. Details of repayment of the Ameresco loan are

as follows:

2015
2016
2017
2018

6 Lease commitments

159,733

T 172,912

187,430

148,422
668,497

As at December 31, 2014, the Board is commltted to the followmg annual operating lease payments for

equipment and facilities:

2015
2016
2017
2018 R
2019
Thereafter

f

Land

Buildings and leasehold improvements
Furniture, fixtures and equipment
Vehicles

Library materials

Assets under construction

$

1,949,311
1,896,939
1,610,045
1,111,192

543,611

3,086,942
10,098,040

2014

Accumulated
Cost amortization Net
$ $ $
15,376,262 - 15,376,262
258,352,378 80,467,176 177,885,202
50,829,832 23,088,191 27,741,641
2,755,503 1,738,399 1,017,104
109,790,922 54,904,358 54,886,564
8,663,015 - 8,663,015
445,767,912 160,198,124 285,569,788

FOR DISCUSSION WITH MANAGEMENT ONLY - SUBJECT TO AMENDMENT
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Toronto Public Library Board

Notes to Financial Statements
December 31, 2014
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2013

Accumulated
Cost amortization Net
$ $ $
Land 15376261 - ; 15,376,261
Buildings and leasehold improvements 226,517,100 -~ 75 303,474 151,213,626
Furniture, fixtures and equipment 47,820,307 - 22,176,765 25,643,542
Vehicles 2,680,106™ 1,589,055 1,091,051
Library materials 108,495, 060 o ,54,077,214 54,417,846
Assets under construction 20 T54 &40 N - 20,154,040
42’] 042 874 153, 1\46 508 267,896,366

S

Library materials, which have been expensed, 1nc1udé Specml collectmns of $123,697 (2013- $124,301)
Maintenance and supplies include works of art of $40,501 (2013 $71}711) Y

During the year, there were capital addltlons in.the amount of $48 231 169 (2013 - $53 626 ,079). Disposals for
the year were $23,506,131 (2013 - $23,881 666). . N

Economic dependence

Toronto Publlc lerary Foundatmn
The Board beneﬁts from. the fundralsmg efforts of thekFoundatlon During the year, the Board received
contnbutrons of $2,802 157 (2013 $7,229,052) from the Foundation, of which $1,202,715 (2013 - $993,060)
is included i in deferred revenues. Imluded in othexs accounts receivable is $10,752 (2013 - $3,000 payable)
owing from the@‘ oundatlon N

AN

Contmgencles S

In the normal course of operatrems the Board is subject to various arbitrations, litigations and claims. Where a
potential liability is determmable/, management believes the ultimate disposition of the matters will not
materially exceed the amountsrecorded in the accounts. In other cases, the ultimate outcome of the claims
cannot be determined at this time. Any additional losses related to claims will be recorded in the year when the
liability is able to be estimated.
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