University of Toronto TORONTO ONTARIO M5S 1Af1

MEMORANDUM

DATE March 18, 2002

Members of the University Affairs Board

ITEM IDENTIFICATION: Hart House Operating Plans for 2002-2003

SPONSOR: Ian Orchard, Vice-Provost, Students

Phone (416) 978-3870/ Email <ian.orchard@utoronto.ca>

Jurisdictional Information:

Each year, the Board approves operating plans for the service ancillaries, which describe the
services and programs to be offered, within the financial parameters set by the University’s

operating budget and financial policies, set by Business Board. Hart House is a service
ancillary.

According to the terms of the Long-term Fees Protocol approved by Governing Council on
October 24, 1996, the Council on Student Services (COSS) reviews in detail the annual
operating plans, including budgets, for all student services supported by the student service
fee, and offers its advice to the University Affairs Board. Hart House derives a substantial part
of its revenue from the student ancillary fee.

According to the terms of the Protocol, Governing Council may approve permanent
increases in existing fees by a percentage less than or equal to the lesser of the Consumer
Price Index (CPI) or the University of Toronto Index (UTI).

According to the terms of the Protocol, Governing Council may also approve temporary
increases in existing fees not greater than the greater of the CPI or UTI increase, for up to
three years.

According to the terms of the Long-term Fees Protocol, the Governing Council retains
jurisdiction over decisions relating to services offered by the University of Toronto and fees
charged for these services.

Previous Action Taken:

The University Affairs Board approved operating plans for Hart House for 2001-2002 at its
meeting of April 18, 2001.

The Hart House Board of Stewards approved the 2002-2003 plans and budget at its January
2002 wmeeting.

The Service Ancillary Review Group (SARG) reviewed and approved Hart House’s plans. Three
members of the University Affairs Board are members of SARG and have participated in the
review of the plans.

The Council on Student Services considered Hart House’s plans and proposed fee increase at it
meeting of March 12, 2002, and did not approve them.

Action Sought:

4 Approval of the opcrating plans and budgets for Ilart Ilouse for 2002-2003, as oullined in the

attached memorandum from the Warden, Margaret Hancock. The fees are outlined in the
attached material, and included on Schedule D.







UNIVERSITY AFFAIRS BOARD, MARCH 26, 2002 — OPERATING PLANS FOR HART HOUSE 2002-2003

¢ As a result of the COSS vote, Hart House is permitted to request a permanent increase
amounting to the CPI (2%) or $2.37 added to the full-time student fee, and a temporary
increase amounting to its calculated UTI or less. Hart House is seeking both the permanent
increase and a temporary increase of 1.5% or $1.78 in the full-time student fee on the St.
George campus. Beginning in the Fall Session 2002-2003, the tee for a full-time student on
the St. George campus will be $124.39, an increase of $4.15. Not included in the calculations
of the fee increase is a temporary accessibility levy of $1.71.

Highlights:

¢ Highlights of the Hart House operating plans are contained in the Warden’s memo. More
detailed information is available in the Hart House Five Year Plan document.

Financial Implications:

¢ The degree to which Hart House anticipates achieving the objectives of the long-range budget
guidelines is summarized in the SARG report.
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Hart House Operating Plan
2002-03
Presentation to Council on Student Services

A. Overview of Mission, Programmes, and Services

Hart House is the social, cultural, recreational athletics and informal education centre for the
University of Toronto. The more than 50,000 students now cnrolled at the University are all
members of Hart House as well as the almost 3,000 faculty, staff and alumni who join as
senior members. Hart House continues to strive to fulfil its mission to be a welcoming and
inclusive home on campus for all its members, providing excellent programmes and services
while balancing the budget and preserving the building.

Hart House continues to widen participation in its services and programmes by encouraging
activities and events that are attractive to the diverse student and senior member population.
Hart House is a centre of campus life, with approximately 6400 people using the House each
day. The House is open 365 days per year from early in the morning until midnight or late
evening. More than 1000 cultural events are organized annually by the 32 Hart House clubs
and committees. In addition, many major campus events are held in the House. We continue
to seek ways to include students from the east and west campuses in the House, including
providing special events and facilitating participation in activities which are unique to Hart
House such as Hart House Theatre, the Farm and the art programme. As well, we rent space
in our facility for events sponsored by the wider community and a number of Hart House
events welcome the general public.

2002/03 is the first year of our second 5 Year Plan (attached) which was developed in a
~broadly consultative process with members and staff. It builds on the solid foundation of the
House’s current activities, stretching and pushing the House in new ways with creative
activities flowing from five guiding principles. For the past five years, the annual operating
plans have been based on the multi-year strategic plan and this practice will continue with the

new plan.
B. Prior Year’s Operating Plan And Experience

The 2001/02 budgeted loss was $987,000 before commitments and transfers but the updated
forecast for 2001/02 indicates a slight improvement with a loss of $629,000. Scvcral factors
affected this outcome. Deferred and major maintenance expenditures were under budget by
$630,000 while regular maintenance expenditures were up by $143,000. Hart House was
required to close the guest rooms in mid-year as they are not in compliance with current fire
code standards resulting in a $70,000 decrease in net revenue for the year. A review of the
changes necessary to bring the guest rooms in compliance with the code has demonstrated
that it will not be possible to reopen the guest rooms for financial and aesthetic reasons.

Hart House assumed the management of Hart House Theatre on May 1, 2001. It has been a
-successful startup and the Theatre is forecast to break even for the year. The performance of
the Arbor Room continues to be unacceptable with an expected loss of $71,000. Several
measures to improve its performance have been undertaken including a renovation in the
summer of 2001 causing an increase in the number of transactions, new cash registers to track
sales by menu item to allow improved management of inventory and staffing, and an increase
in prices. Close monitoring of the performance of the Arbor Room indicates that there is
improvement in some aspects but much more is needed for the operation to be sustainable.



Hart House Operating Plan
2002-03
Presentation to Council on Student Services

C. Operating Plan for 2002/03

The 2002/03 budget has been reviewed and recommended by the Finance Committee and
approved by the Board of Stewards. It represents a prudent and conservative approach (o
maintaining existing levels of programmes and preserving the building while providing
excellent stewardship for Hart House’s finances. Issues raised by the Service Ancilllary
Review Group last year about annual operating deficits, the construction of the elevator and

funding for the theatre have been addressed in the proposed budget.

With respect to annual operating deficits, although a deficit is proposed for 2002/03 due to
significant priorities for deferred and major maintenance, the 10-year forecast (schedule 1A)
shows surpluses in every future year which will replenish and build the total net assets. Each
budget line has been carefully reviewed and a model has been built which is sustainable for
the House. Recent challenges including the integration of Hart House Theatre and the closing
of the guest rooms due to fire code requirements have been taken into account.

Recognizing that fees need to be kept at rates which take into account inflation, the demands
of increased enrollment and the timely preservation of the building, realistic assumptions
about revenue from student and senior member fees have been made which we think will be
acceptable to these constituencies (see schedules 4, 4.1, 5, 5.1). Two approaches to fees were
considered: one which had a large increase in one year followed by smaller increases in the
two subsequent years with the pattern repeating over ten years; and another which raised fees
at a smooth consistent rate over several years. Both approaches enable the budget to produce
a surplus from 2003/04 forward. The smooth approach was favoured over the choppy one
based on feedback from student and senior members, consideration of the limitations on
student fee increases due to the COSS Memorandum of Agreement (see sections 3 and 4) and
consideration of the limitations on senior member fee increases in order to remain

competitive within the market.

A recently updated engineering survey and new architectural survey of the deferred and
major maintenance needs of the House provide us with a 15-year plan (2000-2015) for the
continuous preservation and improvement of the building. The surveys are the basis on
which the deferred and major maintenance expenditures are projected. In the next 5 years,
the plan requires significant expenditures on major items which cause a dip in cash and the
reserve funds although the operating results are positive. In subsequent years, as shown in
the ten year forecast, the requirements for expenditures diminish to more manageable levels,
making it possible to continue to have balanced budgets and to replenish the reserve funds in
that period. In order to take into account the needs of the building, balancing the disruption
of repairs with ongoing programming, having a realistic workplan for repairs and smoothing
expenses, the projects have been categorized into “A”, “B” and “C” lists (Schedule 6). The
“A” list has been used in the 2002-03 operating plan. Due to the extensive repairs required
for the farm residence, it has been determined that it will be more prudent to construct a new

house with the expense covered by a 5-year mortgage.



Hart House Operating Plan

2002-03
Presentation to Council on Student Services

The Access Project to install an elevator to reach all 5 floors of Hart House was begun in the
summer of 2001. Phase 1, the construction of a corridor on the Arbor Room level to link the
east side of the building with the athletics facility on the west side, was successfully finished
in October 2001 and is now in use. Detailed drawings for phase 2, the construction of
accessible washrooms on the second and third floors, and phase 3, the installation of the
elevator, are being completed now in preparation for tendering when funding is in place. If
our funding application to the Cultural Spaces Canada programme is successful, it may be
possible to proceed with phases 2 and 3 as early as the summer of 2002.

The first year of the integration of Hart House Theatre into Hart House is going very well.
Student productions in various media fill the calendar and the integration of human, financial
and physical resources is resulting in efficiences and enhancements to all the programmes of
the House. The development campaign to build an endowment is well begun.

D. Current Long Range Financial Plan

The long-range planning assumptions are set out at the bottom of Schedule 1 and are in
accordance with enrollment, investment yield, and inflation factors recommended by the
University of Toronto’s Financial Services Department. Based on student and senior member
feedback, we think that the proposed fee increases are realistic and will be acceptable to both

student and senior members.

The five-year financial plan and ten-year forecast ensures adequate cash flow for deferred &
major maintenance and other commitments. Deferred and major maintenance expenditures
are planned for the next 15 years and reviewed frequently with the Finance Committee of the
House to minimize volatility in expenditures due to unforeseen events while enabling the
programming in the House to continue. The long-range budget adds an increasing annual
operating contingency expense for deferred and major maintenance projects.

As a result of operating losses before commitments and transfers and increased deferred and

major maintenance expenditures commencing in 2001/02, the existing cash surplus will begin
to erode by the end of 2002/03. The athletics facility requires extensive renovations to the
locker rooms and $300,000 has been added to the 2002/03 deferred and major maintenance

budget for this purpose.

Hart House has identified a number of capital projects as part of its fundraising campaign.
Success in these endeavours would have a positive impact on the cash balance. However, no
provision for these revenues or expenditures is included in the projections.

E. Capital Plan for 2002-03.

The capital budget is set at $650,000. It includes $300,00 for the acquisition of capital
equipment, $100,000 for building improvements to the fabric of the House over and above
the deferred and major maintenance expenditures and $250,000 for the construction of the

new farm house.
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HART HOUSE Schedule 4.1
2002/03 ANNUAL OPERATING PLAN

HART HOUSE
ENROLMENT STATISTICS AND STUDENT FEE REVENUE CALCULATION
Projected %
Projected Projected Increase Increase
01/02 02/03 (Decrease) (Decrease)
N.B. Enrolment values are projected, not actual
Undergraduate &
Graduate Full time 34,352 35,704 1,352 3.94%
Undergraduate &
Graduate Part time 10,252 10,217 (35) -0.34%
Utm Full time 4,728 5,215 487 10.30%
UTSc Full time 4,697 4,946 249 5.30%
UTSc & UTM Part time 3,240 3,499 259 7.99%
Summer Part time 9,600 9,600 - 0.00%
66,869 69,181 2,312 3.46%
Core student levy (see Schedule 4 for rates) $4,418,000 $4,778,000
Athletics renovation fee (see Schedule 4 for rates; $396,000 $427,000
Total Revenue calculated on enrolment $4,814,000 $5,205,000
Accessibility Project Funding
Core student fee portion $59,000 $61,000 (
Athletics renovation fee portion $5,000 $5,000
Total Accessibility Project Funding $64,000 $66,000

Net Student Fee Revenue

Core student levy (see Schedule 4 for rates) $4,359,000 ﬂ $4,717,000

Athletics renovation fee (see Schedule 4 for rates; $391,000 $422,000
Total Revenue calculated on enrolment $4,750,000 $5,139,000

Budgeted revenue $4,699,000

Difference $51,000

Difference % 1.06%



2002-03 ANNUAL OPERATING PLAN Schedule 5

HART HOUSE
SCHEDULE OF SENIOR MEMBER AND OTHER FEES
| 2001702 | 2002/03 | Change |
ATHLETICS
Regular Fee Monthly $ 55.00 $ 58.00 $ 3.00

Annually $ 624.00 $ 658.00 $ 34.00

Discounted Fees

Spouse of Student Member Monthly $ 4125 $ 4425 $ 3.00
or Senior Member Annually 3 468.00 $ 502.00 $ 34.00
Class of 02 Monthly $ 2750 $ 20.00 $ 1.50
. Annually $ 312.00 $ 329.00 $ 17.00
Member over 60 Monthly $ 4125 $ 4425 ¢ 3.00
Annually $ 468.00 $ 502.00 $ 34.00
Faculty or Staff Monthly $ 39.00 % 4150 $ 2.50
Annually $ 44850 $ 471.00 $ 22.50
Visiting Student 4 months $ 135.00 $ 140.00 $ 5.00
One Month Member Monthly $ 75.00 $ 80.00 $ 5.00
CLUBS & COMMITTEES
Reqular Fee Annually $ 135.00 $ 14000 $ 5.00
Special Fees
Spouse of Student Member
or Senior Member - Annually 3 135.00 $ 140.00 $ 5.00
Member over 60 Annually 3 88.25 $ 9125 $ 3.00
Faculty or Staff Annually $ 135.00 $ 140.00 $ 5.00
Visiting Student $ 13500 $ 14000 $ 500
ATHLETICS PLUS Monthly ~$ 7500 $ 7800 $ 300
Annually $ 835.00 $ 864.00 $ 29.00

Split 50-50 with Dept. of Athletics

JOINT PLAN Annually $ 21252 § 220.00 $ 7.48
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HART HOUSE
CALCULATION OF INFLATION RATES - COSS FEES PROTOCOL APPENDIX

($000's )

2002-03 budgeted salary expenditure base
Budgeted full-time salaries excluding benefits, before Increase $ 2,245,156

Average ATB increase/decrease for staff members
OR rate stipulated in long-term budget assumption

for 2002-03 (2% + 2%) - full-time salaries 4.00%
Institutional average benefit cost rate, full time salaries (before pension saving) ) 20.00%
SUB-TOTAL, FULL-TIME STAFF $ 2,783,993

2002-03 budgeted salary expenditure base
Part-time wages excluding benefits, before increase 2,042,855

Average ATB increase/decrease for staff members
OR rate stipulated in long-term budget assumption

for 2002-03 (2% ) - full-time salaries 2.00%
Institutional average benefit cost rate, part-time wages (before pension saving) 16.50%

SUB-TOTAL, PART-TIME STAFF : $ 2,420,783
Indexed salary and benefits expenditure costs $ 5,204,777
Add an estimate of severance costs (2002-03) $ -
Subtract the amount of net revenue from other sources of revenue

2002-03 budget (i.e. non-student fee revenue)

Total revenue 10,509,000

Less student fees - base (4,712,000)

Less student fees - renovation loan levy (427,000)

Less student fees - clubs & committees (included in general) (157,900)

$ (5212,100)
Add the non-salary expenditure base (2002-03 budget)

Total budgeted expenses 10,856,100
Add back pension saving (salary-related) -
Less: budgeted salaries, wages and benefits (5,273,000)
$ 5,583,100
Add occupancy costs (2001-02 budget) -
Reduce the amount by the proportion of non-student use, where no user fees -
Reduce by amount by the proportion attributed to Erindale and Scarborough,
OR fees expected to be paid by Erindale and Scarborough students
(2002-03 population at 2001-02 rates) ’ (41,778)
Difference $ 5,533,999
Divide difference by the 2002-03 projected enroliment, giving part-time enrollment
the "established weight" 38,769
Result = indexed fee (with UTI increase) $ 142,74
2001-02-fee augmented by the CPI increase (2%) $ 120.90






