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TO: Business Board

SPONSOR: Sheila Brown
CONTACT INFO:  416-978-20635, sheila.brown@utoronto.ca

DATE: January §, 2004 for January 19, 2004

AGENDA ITEM: 10

ITEM IDENTIFICATION:

Forecast of University Financial Results at April 30, 2004, prepared as of December 15,
2003.

JURISDICTIONAL INFORMATION:
Review of regular reports on matters affecting the finances of the University.
PREVIOUS ACTION TAKEN:

On April 7, 2003 the Business Board concurred with the Academic Board that the
Operating Budget for 2003-04 be approved. On June 19, 2003, the Business Board
reviewed the University’s financial statements for the year ended April 30, 2003 and
recommended them to Governing Council for approval.

HIGHLIGHTS:

The attached forecast of the University’s financial position at April 30, 2004 differs from
past forecasts by going beyond the operating fund and the endowment to project the
revenues, expenses, net loss, and change in capital for the entire University. It includes
accounting estimates for pension and benefits expense and liability and for depreciation.

This forecast has been produced using a combination of forecasting methods, including
projection to April 30, 2004 using current vear-to-date actual figures and estimation
based on trend analysis of prior years. We have good information on most centrally
controiled revenues and expenses, but little or no information at this time, other than
historical information, on divisionally controlled revenues or expenses.

Collectively, these forward looking estimates are subject fo risks and uncertainties that
could cause actual results to differ materially from those expressed in, or implied by this
forecast. Thus, this forecast should be viewed as a ballpark estimate of the year-end
results, given the resources and information available.



‘We will be continuing to work to refine these estimates-as the vear progresses and will
provide regular updates. We are also continuing to work to try to improve our
information from divisions. This forecast contains several elements:

1) The forecasted statement of operations and statement of changes in capital project
the net loss and capital at April 30, 2004, with comparison to April 30, 2003,

2} The operating fund forecast for 2003-04 provides a vartance analysis for the
Operating Budget Report for 2003-04.

3} Operating funds commutted for specific purposes provides explanation of a
portion of the statement of changes in capital.

4) The endowment forecast provides explanation of a portion of the statement of
changes in capital.

FINANCIAL AND/OR PLANNING IMPLICATIONS:
Projected Net Loss:

This forecast projects a $60.2 million net loss at April 30, 2004, as compared to a $164.4
million net loss at April 30, 2003. This improvement results primarily from projected
investment revenue of $69.9 million this year, as compared fo a $55.6 million loss last
year, an improvement of $125.5 million.

Projected Capital:

This forecast projects an increase in capital from $1.2642 billion to $1.2784 ballion, an
improvement of $14.2 million. This improvement is the sum of the $60.2 million net loss,
$34.4 million investment gain on externally restricted endowments (which 1s not included
in investment revenue) and $40.0 million projected endowed donations and grants. The
capital of $1.2784 billion is projected to be composed of $1.1686 billion endowment,
$151.7 million equity in capital assets, $8.6 million negative for committed capital and
$33.3 million cumulative deficit.

Projected Cumulative Deficit and Committed Capital:

This forecast projects a $33.3 million cumulative deficit as compared to last year’s
cumulative deficit of $67.2 million. The improvement is primarily due to a transfer of
$88.1 million from committed capital.

Committed capital, which primarily reflects divisional carry-forwards offset by pension
and emplovee future benefits, is projected to dechine by the same amount, reducing 1t
from $79.5 million to a negative $8.6 million, primarily due fo increases in pension and
benefits liabilities.



‘At this time, we have not received divisiona! forecasts; therefore, commutted capital
includes divisional carry-forwards at $68.0 million, unchanged from last year. The
divisional carry-forward number, and thus the committed capital number, will be updated
once that information has been received.

Projected Operating Fund Deficit:

The operating fund projects a cumulative deficit of $16.2 million at April 30, 2004, as
compared to a budgeted cumulative deficit of $14.6 million and a budgeted Governing
Council maximum deficit of $14.7 million. This $16.2 million cumulative deficit is about
half of the University’s overall projected cumulative deficit of $33.3 million. Almost all
the rest represents depreciation of financed capital projects.

RECOMMENDATION:

For information.
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UNIVERSITY OF TORONTO
FORECASTED STATEMENT OF CHANGES IN OPERATIONS
For the fiscal year ended April 30, 2004
{with comparative actual figures at April 30, 2003)
{rmillions of dollars)

Forecasted Actuals
Actuals 2003
2004
$ $

Revenues 14128 1,192.7
Expenses 1,473.1 1,357.1
Net Loss | (60.2) (164.4)
investment gain/{loss} on externally

restricted endowments 34.4 (111.8}
Externally endowed contributions (page 8) 40.0 39.9
Capital, beginning of year 1,264.2 1,500.5
Capital, end of year 1,278.4 1,264.2

FORECASTED STATEMENT OF CHANGES IN CAPITAL

Endowments 1,168.6 1,082.3
Equity in capital agsets . 151.7 189.6
Committed capital (8.8) 79.5
Unresiricted capital (deficit) {33.3) (67.2)
Capital, end of year 1,278.4 1,264.2

L 142 — |

Changes made up of:

Net loss (60.2)

Investment gains on externally restricted

endowmenis 34.4

Endowed donations and grants 40.0
142~

Prepared by: Financial Services (DV)
Date: 12/18/2003



Revenue (page 4 )
Amortization of Investment Losses

Expense (page 6)
Sub-total
Transfer from Capital Fund

Annual Surpius
Deficit, beginning of year

CUMULATIVE DEFICIT

UNIVERSITY OF TORONTO
Operating Fund Forecast
For the year ending April 30, 2004
(millions of dollars)

Page 2

Variance
Forecasted to Budget
Budget Actuals fav/(unfav)
& $ $
977.6
(10.0) 967.6 989.6 22.0
1
(96?.9) (991.9) {24.0}
0.3) (2.3) (2.0)
19.7 19.7 .
194 17.4 (2.0)
(34.0) (33.6) 0.4
(14.6) {16.2) (1.6)

As per the Budget Report for 2003-2004 {see pages 9 & 10)

21 This is the actual deficit for fiscal year ending April 30, 2003

B Actual revenues and expenses as reported in the financial statements will differ from these
figures by the difference in faculties and divisions, between budgeted and actual allocations.
These differences, whether positive or negative, are carried forward to next year as “funds

committed". (See page 7 for more details}

Prepared by: Financial Services (Dv

Date: 15/12/2003
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University of Toronto
Forecast-2003-2004

Operating Funds Committed For Specific Purposes

Description Planned Forecast April
April 30, 2004 30, 2004 Vartance
Divisional appropriations carried forward * 68.0 $88.0 -
1|Research overhead 6.3 6.8 0.5
2|Other 10.8 10.8 -
Funding sub-total . 851 85.8 0.5
3{Employee future benefits other than pensions (68.0) {97.1) (29.1)
4|vacation pay liability (9.8) {10.3) (0.5}
5|VEARP repayments (3.9) (4.2) .3
B{Pension liability (30.0) (102.0) {72.0)
7|EFIP investment losses deferred (47 .8) (33.5) 14.1
Non-funding sub-total {169.3) (247.1) {87.8)
(74.2) (161.5) (87.3)

" includes purchase orders

Page 7

1) Research overhead: Research overhead recoveries from customers in the calendar year are appropriated
and availabie for spending in the following fiscal year.

2) Other: These represent unspent funds in respect of approved capital projects in progress at the end of the
fiscal year and various initiatives to enhance the qualily, structure and organization of programs and

activities.

3} Employee future benefits other than pensions: these benefits include medical plans for pensioners, long-
term disability and survivor income benefits. The future cost of these benefits must be recorded as an
expense when earned instead of being expensed when premiums are paid. The amount shown above,
which has been determined by the university’s actuary, is recorded as a reduction to funds committed
since this cost will be paid by divisions in future years or the prospeciive method. This amount is estimated

to increase to $158.1 million in the future.

4) Vacation pay liabllity: a vacation pay expense and a corresponding liability must be recorded to show the
cost of vacation earned but not taken by non-academic employees. In the future, the divisions will incur

these accrued vacation pay expenses.

5) VEARP repayments: the cost incurred under the voluntary early academic retirement program (VEARP)
must be recorded as an expense when an individual decides to retire and the university agrees, not when
the actual retirement occurs. Certain faculties pay the cost of early retirements over a maximum of three

years.

)

|
e

Pension liability: The pension plan liability is recorded as a reduction in funds committed since the cost will
be paid by divisions in future years.

EFI¥ investment losses deferred to future years: prior vear's investment iosses incurred by the expendable
funds investment pool for the period to Aprit 30, 2003 are being written-off against operations over 5 years
from 2002-2003 o 2006-2007. The improving pesition of the fund is due to favourable investment returmns
thereby allowing for a further write-off than planned. Minimal losses are expected after April 30, 2003 due
to a planned change to the long-term investment strategy.

Prepared by:
Financial Services (DV}
(Date:12/18/2003



University of Toronto
Forecast 2003-2004
Endowment Forecast

Opening Balance, May 1

Investment eamings
Less: endowment payout
Externally endowed donations and grants

Transfers of donations to endowments

Balance

Forecasted
Fiscal Year Fiscal Year
2003 2004

1,199.7 1,062.3
(142.5) 89.9
(43.0) (46.9)

{185.5) 43.0

39.9 40.0

8.2 233

1,062.3 1,168.6

Page 8

Prepared by.

Financiai Services {DV)

Date:12/18/2003
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