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University of Toronte Budget Report, 2004-05

1. Introduction

The 2004-05 Budget Report presents the first budget in the six-year planning cycle 2004-10. This
budget is based on the Long Range Budget Guidelines 2004-2010 and it has been prepared in the
context of the Stepping Up academic planning process.

This Budget Report describes the operating budget for the University as a whole as well as the budgets
for various divisions, the Contractual Obligations and Policy Commitments, and the major allocations
from the Enrolment Growth Fund. It also presents for information the Capital Budget of the
University.

2. Fiscal Context

As they entered the 1990's the University of Toronto and all other Ontario universities were
experiencing a period of relative financial stability and recovery; government grants and tuition were
increasing at rates slightly above the general inflation rate, and budget reductions were, relatively
speaking, modest in scale, With the full onset of the economic recessien in 1992 through 1994,
operating grants were frozen and then reduced through the Social Contract ($17.3 million) and the
Expenditure Control Plan ($5 million). Tuition fees increased by a range of 8 to10 per cent annually to
partially compensate for the loss of grant revenue. The Ontario Student Assistance Plan was modified
by government from a combined grant/loan program to an all-loan program as a cost reduction
measure,

In 1995 the new government fulfilled its election promise to further reduce operating grants to
universities by $280 million, a loss of $53.9 million to the University of Toronto. Again as a partial
offset to the loss of grant revenue, government permitted significant increases in tuition fee rates; 20
per cent in 1996-97 and 10 per cent on average in each subsequent year up to and including 1999~
2000. Tuition fees were deregulated for international students, and for students in some professional
and all graduate programs.

Government operating grant revenue reached a peak at approximately $400 million in 1992-93, fell to
$339 million in 1997-98 and has risen to $413M in 2003-04 with the introduction of a number of new
funding envelopes targeted to enrolment increases and performance indicators. However during the
past decade, the system-wide government operating funding per BIU has decreased in absolute terms
by over 16% and in real terms by 30% (see Figure 1). At the same time, tuition revenue has increased
from $100 million in 1992-53 to $320 million in 2003-04, as a resuit of both tuition fee rate and
enroiment increases. Starting in 1996-97 the Government mandated that 10% of the revenue from
tuition fee increases be spent on student aid; this was increased to 30% in 1997-98 and subsequent
years.

The practical effect of the Government funding policy has been that the University has had to
introduce budget reductions to absorb a significant portion of cost increases for compensation, library
acquisitions, graduate student funding, and utilities. The university’s expenditure patterns have also
changed significantly over this period; support for student aid has increased dramatically, from $7.7
million in 1991 to $95.9 million in 2003-04. Overall, the increase in expenditures on student financial
aid is approximately 40% of the increase in tuition revenue, making the University of Toronto one of
the most accessible in the country. Library acquisition costs have continued to increase sharply
throughout the period, from $9 million in 1991 to a projected $22.2 million in 2003-04.



In 2000 the Government announced a cap on tuition fee increases for all regulated programs in each of
the five years 2000-01 to 2004-05 at 2% per year, not compounded. During this period the University
has also limited tuition fee increases for all continuing students in the deregulated programs to 5% (0%
in 2004-03 as a result of the expected provincially mandated tuition freeze). Fee increases for new
students in the deregulated programs were generally set at 5% (0% in 2004-05), with the exception in
some years of professional programs in business, dentistry, computer science, engineering,
information technology, medicine, pharmacy and law, where the revenue from larger increases is
being used to enhance quality in these programs.

These circumstances, taken together, have dramatically altered the size and composition of the
operating budget. Provincial government operating grants now represent just over 40 per cent of total
revenue, down from 70 per cent in 1991-92. Tuition revenue has doubled in proportional terms, from
16 per cent to 33 per cent of the total. Other sources of revenue, such as endowment payout, federal
government support and divisionally-generated income, have increased and diversified considerably.
These sources now represent 25 per cent of the revenue base. As a result, the University is much less

dependent upon a single dominant source of revenue, but at the same time is exposed to a wider array
of risks such as stock market performance.

The major challenge facing the University in the new planning period will be to deal with the increase
in enrolment resulting from the double cohort and the projected increase, by 2010, of 190,000 in the
population of the 18 to 24 year old demographic group. The projected graduate enrolment includes a
steady state increase of 500 doctoral stream students which will be realized only if the current cap on
graduate accessibility funding is relaxed to prevent an increase in the University’s unfunded graduate
BIUs. Achieving this goal is a major component of the University’s advocacy with the Government.

3. Planning Assumpfions and Long-Range Budget Plan for 2004-10

The projection of revenue and expense for the period 2004-05 to 2009-10 is based on a number of
assumptions, which are, in turn, based on available information at the time of preparation of this
document. The assumptions will be updated at least annually or more frequently if necessary. At this
time, very little is known about Government pelicy with regard to funding of colleges and universities

other than the expectation that a tuition freeze is likely to be mandated for the two years 2004-05 and
2005-06.
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The assumptions used in the six-year framework are summarized in Appendix A. They are, by
necessity, conservative. They must not be construed as representing an adequate level of funding for
the University or as goals for our revenue generation efforts. None the less, they must guide our long-
term budget planning to ensure fiscal prudence. Tables 1A and 1B present a six-year budget plan
based on these assumptions. Table 1A shows the absolute values of revenue and expense. The
categories used are the same as those that appear in the University’s financial statements, for ease of

reference. Table 1B shows year-over-year increases in expense, with expense categories broken down
to give a much higher level of detail.

The long-range budget tables show significant expense reductions, which are needed in each year of
the plan to meet the limits on annuval and accumulated deficits mandated by Governing Council. The
expense reduction schedule is shown in Tablie 1C. Figure 1 outlines in graph form the base and OTO
expense reduction schedule. The graph in Figure 2 represents the annual and accumulated surplus,
relative to the allowable accumulated deficit, over the 6-year period. The University of Toronto, often
in concert with other universities, is engaged in on-going advocacy with both the Provincial and



Federal Governments to address the substantial short fall in funding that all universities face. We are
also exploring many new avenues for revenue generation that will enhance the stature of the institution
and provide better services to the students, the city, the province and the country. These could include
expansion of summer programs, life-long learning initiatives, distance education and enhanced
contributions to society and the economy from the tremendous research output of the University.

With no expenditure reduction, the projected expense would rise to $1327M by 2009-10 against
revenue of $1232M, resulting in an annual deficit of $95M. At the same time, the accumulated deficit
would reach $380M by the end of the planning period. Hence, significant expense reductions have
been introduced. The Long Range Budger Guidelines require that the annual deficit be eliminated by
2009-10 and the accumulated deficit not exceed 1.5% of gross revenue, or $18.4M.

A plan for reducing expenses has been developed taking into account the following observations:

¢ University divisions need sufficient time to plan so as to minimize the negative impact on
their operations.

* Budget planning is an integral component of the Stepping Up academic planning process,
which is currently underway and will continue into the next year.

* Because of the nature of the operation of the university, it is extremely difficult, if not
impossible, to reduce expenses by a very large amount in one year.

¢ Ifthe accumulated deficit is allowed to rise too high, it becomes difficult to reduce it back to
the mandated level by the end of the planning period.

The expense reduction schedule shown in Table 1C, and the accompanying Figures 1 and 2, take
these factors into account. Based on this schedule a 2% expense reduction, or $10.5M, is
recommended for 2004-05.
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Table 1C. Expense reduction schedule
($millions)

2004-05 2605-06 2006-07 2007-08 2008-09 2009-10

Base
reduction in $10.5 $11.7 $30.8 $12.2 $12.3 $18.5
doliars

Percentage

. 2.0% 2.0% 5.0% 2.0% 2.0% 3.0%
Reduction

One-time-
only $15.3 $12.3 $9.3
reduction

Percentage
OT10O 2.5% 2.5% 1.7%
reduction

Figure 1. Percentage Base and OTO Expense Reductions

6.0%
5.0%
4.0%
3.0%
2.0%

1.0%

0.0%

2004-05 2005-06 2006-07 2007-08 2008-9 2008-10

! Base expense reduction & OTO expense reductionj




$Million

Figure 2. Surpius/Deficit

2005-06 2006-07 2007-08 2008-9 2008-10

2004-05

m Annual surplus/{(deficit) Accum. deficit ~=-— Allowable accum. deficit




4. 2604-05 Budget

The budget for 2004-05 is summarized in Table 2. This is the first budget of the six-year plan covered
by the Long Range Budget Guidelines 2004-2010. The major revenue and expense components in the
2004-05 budget are described below. The remaining sections of this report provide details of special
budget envelops and the allocations to various University Divisions.

Revenue

Total revenue will increase from $977M in 2003-04 to $1083M in 2004-05 (11 %). The following
outlines the major factors contributing to this increase:

Revenue from provincial government operating grants assumes that the University will not
receive an inflationary increase.

It is assumed that the University will receive full average operating funding for undergraduate
enrolment growth up to the level of the Enrolment Target Agreement (§78M). However,
funding for graduate growth will be capped at $14.8M.

Revenue from government operating grants includes $22.8M from the Ontario Quality
Assurance Fund and $6.2M as replacement funding for the tuition freeze.

Tuition revenue projections assume that domestic fees are frozen at 2003-04 levels and
international fees will increase by 5%.

Indirect cost recovery revenue will decrease by $2.9M from $32.7M in 2003-04 to $29.8M in
2004-05. This is primarily a result of a decrease in ORDCF overhead revenue,

The fees charged by the University for Endowment administration and investment
management will decrease by $1.6M in 2004-05. This is a result of the elimination of the

charges for the CFO office support and the discontinuation of payments to the UTAM board
chair.

Investment income is projected to increase by $4.5M in 2004-05 as a result of improved
market conditions. Previous investment losses will be amortized at a rate of $10.6M a year
over three years, starting in 2004-05.

Several small revenue sources are reported as Other Income. These include application fees, a
surcharge on unpaid fees, and central overhead charged on self-funded academic programs.

o In prior years this category included revenue from parking operations ($0.9M).
Starting in 2004-05 parking revenue will be retained as reserve by the parking
ancillary.

o There is a $0.8M decrease in revenue from the surcharge on unpaid fees. The
reduction is a result of a policy change whereby the surcharge is now applied one
month later than previously.

¢ Application fees are lower by about $0.2M as a result of the decrease in the applicant
volume.

Divisional income is projected to increase by 2% and is offset by an equivalent increase in
divisional expense.
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Expenditures

Total expenditures will increase from $977M in 2003-04 to $1107M in 2004-05 ($130M or 13%),
after applying a base budget reduction of $10.5M. This is equivalent to a 2% reduction on a
relevant base of $523.9M. The major factors contributing to this increase are:

L]

Utility costs will increase by $2.5M due to increased electricity and water rates.

The COPC contingency budget has been reduced by $0.9M. This is mostly due to a decrease
in the contingency amount required for the library book acquisition fund resulting from the
improvement in the Canadian dollar. Details of COPC expenditures are given in Appendix B.

An allocation of $2.7 has been made to fund higher debt service costs in support of the capital
budget (see Section 5 for further details of the capital budget).

Compensation costs will rise by $19M reflecting the latest UTFA, USWA and CUPE
settlements.

The pension deficit will be amortized at a rate of $26M a year for 15 years starting in 2004-05,
Benefit costs will rise by $13M resulting from increased contributions to the pension plan.

Allocations from the enrolment growth fund {$41.6M) represent revenue sharing agreements
for increased grant and fee revenue associated with enrolment increases. The increase the
2004-05 allocations reflects the impact of the double cohort.

An additional $3.7M has been committed to undergraduate and graduate student aid. This
projection has been updated to reflect the tuition freeze.

For details on the Contractual Obligations and Policy Commitments (COPC) Report, see
Appendix B.

For details on expenditure allocations to the special funds, see Section 5.

11



Table 2, Budget Summary, total University of Teronto {(including RSM and OISE/UT)

Income

General University income:
Provincial Operating Grants
Tuition Fees

Subtotal

Endowment Income
Canada Research Chairs

Indirect Cost Recovery on Research Grants & Contracts
Endowment Admin & Invesiment Management Fees

investment Income
Amortization of Investment Losses
Qther Income

Divisional income *
Municipal taxes >
Expense

Total Academic Expense

Academic Services

Library Acquisitions

Campus & Student Services

Student Assistance

Maintenance and Services

Utilities

Administration

General University Expense **
Operating Fund Transfer to Capital Fund

Totat expenses of operating fund

Municipal taxes **

Surpius {Deficit)

Changes from

2003-2004 2004-2005 2003-2004
Budget Budget Incr (Decr)
$ $
412,916,077 484,432,509 71,516,432
320,222 421 361,100,000 40,877,579
733,138,458 845,532,509 112,394,011
28,851,972 28,846,588 194 617
29,250,000 32,250,000 3,000,000
32,708,036 29,797,996  (2,910,040)
7,807,250 5,980,962  (1,626,288)
11,304,000 26,357,000 15,053,000
o (10,554,000) (10,554,000)
10,519,587 (2,503,322) (13,022,909}
853,179,343 955,707,734 102,528,391
124,391,501 126,879,331 2,487,830
977,570,844 1,082,587,065 105,016,221
3,550,425 4,235,325 675,900
981,130,269 1,086,822 390 105,692 121
624,236,937 696,019,893 71,782,956
44 557 467 45,290,037 732,570
18,579,714 19,350,772 771,058
13,839,864 17,090,488 3,250,624
91,009,337 93,602,785 2,593,448
39,622,844 44,415,150 4,792,306
36,262,309 39,726,685 3,464,376
68,352,215 68,223,481 871,266
29,360,157 67,661,604 38,301,447
11,750,000 14,481,321 2,731,321
977,570,844  1,106,862,216 129,291,372
3,559,425 4,235,325 675,900
981,130,268  1,111,097,541 129,967,272
0 (24,275,151} (24,275,151)

* increase in divisional income resulis in an offsetting increase in divisional expenditure budgets

** Municipatl taxes income and expense are offsetting

~* includes Salary/Benefit increase Provisions and Pension Deficit Amorization

Prepared Feb 25, 2004
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5. The Operating Budget Special Funds

The operating budget special funds receive base or one time only (OTO) transfers from operating
revenues. The Administration brings forward divisional allocations from these funds to the Planning
and Budget Committee for approval. Allocations from Academic Program Planning, Academic
Service Initiatives, Information Technology Initiatives and Upgrades, Transitional Funding,
Administrative Priorities Funds, and the Canada Research Chairs Fund are made in response to the
planning process. Allocations from the Enrolment Growth Fund reflect divisions' enrolment plans.
Allocations from the Facilities Renovations and Upgrades and Deferred Maintenance Funds are in
support of approved renovations, maintenance and other infrastructure projects.

Enrolment Growth Fund

Tuition fee and government operating grant revenues associated with new program plans and approved
enrolment growth, including that resulting from the double cohort, flow to the Enrolment Growth
Fund (EGF). These revenues are subsequently allocated to the respective academic divisions based on
actual enrolments, up to the approved targets. Funding for permanent expansion flows as OTO in year
and as base the following year. The balance at the end of each year is used to fund the OTO allocations
the following year. A summary of the EGF budget for 2004-05 is given in Table 3, and detailed
allocations are shown in Table 4.

Table 3. Enrolment Growth Fund Summary

EGF (Smillions) 2001-02 2602-03 2003-04 2004-05
Balance at beginning of year 6.7 3.9 19.3 28.6
Transfers from Operating Fund 6.7 20.0 335 41.6
Base allocations 4.4 (9.6) (24.2) (28.0)
Balance at end of the year 6.1 16.3 28.6 42.1




Detailed Enrolment Growth Fund Allocations for 2004-03

In general the Enrolment Growth Fund flows 75% of the revenue available from tuition fees and
Government Enrolment Expansion Accessibility Fund to the divisions to provide the resources needed
to accommodate the extra students. An exception is the Phase | enrolment expansion at UTSC and
UTM where 90% of the revenues flow to the divisions to assist with the capital expenditures needed
on these campuses. The allocations described below follow these guidelines for 2004-05.

For each year’s increase in the (domestic) enrolment in the ETA over the previous year’s actual
domestic enrolment, 75% of the revenue from tuition fees, net of student aid, plus 75% of
Accessibility Funding will flow to the divisions. Where this domestic enrolment increase is an
increment towards the steady state enrolment targets in the Enrolment Expansion Plan, the funds will
be placed in the division’s base budget in the following year and two-thirds will flow as OTO in the
current vear. For domestic enrolment in excess of the ETA, 75% of the tuition fee revenue, net of
mandated student aid, will flow to the divisions on an OTO basis. For international enrolment
increases over the 2000-01 level, 60% of the tuition revenue will flow to the divisions on an OTO
basis. Revenue generated from the Accessibility Fund by increases in enrolment in programs in the
Rotman School of Management, net of institutional overhead will flow directly to the School under the
Responsibility Centre Management protocol approved in the 2002-03 Budget Report.

The following Table shows the funding resulting from increased domestic and international enrolment
in undergraduate programs in 2003-04 {funded OTQ in 2003-04 and in base in 2004-05.)

Table 4: 2004-05 Base Allocations from the EGF (allocations over $256,000 are listed below)

Division Base Allocation
Arts & Science $5,408,960
University of Toronto at Mississauga $5,883,371
University of Toronto at Scarborough $7,609,006
Applied Science and Engineering $2,153,614
Law $550,192
Medicine $1,614,869
Nursing $798,890
Pharmacy $376,102
Academic Priorities Fund {ROS commitments) $3,662,361
Facilities & Services $1,029,091
ATOP Programs $675,527
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Academic Program Planning Fund

The University is undertaking a major new academic planning initiative, guided by the recently issued
White Paper entitled Stepping Up. An allocation of $5M in base is available for academic planning
initiatives under Stepping Up.

Academic Service Initiatives Fund

The sum of $0.5M in base will be transferred to the Academic Service Initiatives fund from general
university revenue in 2004-05. This fund supports such services as libraries (other than book
acquisitions) and academic computing, and the added funding is needed to meet the increased
demands resulting from enrolment expansion.

Information Technology Initiatives and Updates Fund

A base amount of $2M is allocated for administrative information technology initiatives and upgrades.
This fund is intended to help alleviate the significant pressures on the computing environment in the
University resulting from such threats as viruses and email SPAM and the need to fund new initiatives
for web services, enhanced security.

Transitional Fund

Significant budget reductions are projected for the next few years. This fund will be used to assist
divisions who are in transition as they implement academic planning and cost reduction initiatives.

Administrative Priorities Fand

A base amount of $0.5M is allocated annually to the Administrative Priorities fund to meet the
increased demands resulting from enrolment expansion,

Canada Research Chairs Fund

This program is described in detail in the discussion paper, 4 Framework for Allocating Canada
Research Chairs at the University of Toronto. The funding from the Canada Research Chairs
Program, together with funds released from the salary budget, flows into the CRCF. Allocations are
then made to the divisions, net of a component retained to fund central indirect costs. The program is
projected to reach steady state by 2007-08, with the University having filled a total of 268 chairs. The
state of this fund is summarized in Table S. The table shows an estimated positive balance of $14.3M
at the end of 2003-04, because not all of the available CRC positions have been filled.

Table 5. Canada Research Chairs Fund Summary

CRCF ($millions) 2001-02 2002-03 2003-04 | 2004-05
Balance at beginning of year 1.2 7.0 1.5 14.3
Transfer from Operating Fund 8.8 9.1 10.1 43
Base allocations 3.0 (4.6) (7.3)

Balance at end of year 7.0 115 4.3 18.6




Facilities Renovations and Upgrades Fund

Allocations from this fund wiil flow to renovation and upgrade projects that by their nature are not
large enough to fall within the scope of the Capital Budget.

Deferred Maintenance Fund

Expenditures from this fund are in support of ongoing deferred maintenance, as determined by the
Vice President Business Affairs. About 1% of operating revenue is allocated to the combined
Deferred Maintenance Fund and Facilities Renovations and Upgrades Fund.

6. Capital Project Funding
Prior to 2001, academic capital projects were funded from a combination of campaign donations,

Federal and Provincial government capital grant allocations, and the University’s operating budget.
Debt financing was restricted to resolving cash-flow shortfalls during construction of academic
buildings. Debt was also routinely used to provide the majority of the cost of residence construction
where the debt service charges were recovered from room rental revenue. The University
Infrastructure Investment Fund (UIIF) was the vehicle used to allocate operating budget funds to
capital projects. Since 2001, the traditional sources of funding have been insufficient to meet the
capital construction demands driven by research initiatives and enrolment expansion.

The 2001 update to the Long-Range Budget Guidelines (1998-2004) provided $30M of funding to the
UTIF in each of 2001-02, 2002-03 and 2003-04 in the form of loans, with the debt service costs
charged to the operating budget. In addition, funding shortfalls in individual project budgets, after
deployment of government, campaign and UHF funding, were to be the responsibility of the
occupying divisions. This was the first recognition that capital construction of academic buildings
could no longer be funded on a cash basis and that the use of debt financing would be necessary in the
future. The Guidelines also argued for the evolution to a Capital Budget separate from the Operating

Budget, but where the Operating Budget would be one source of revenue for the debt service charges
associated with the Capital Budget.

Table 6 shows the projects funded by the UIIF since its inception in 1999. All projects except two
have now been completed and the UIIF is being wound down as a vehicle for funding capital projects.
The two remaining projects, the Economics building expansion and the OISE/UT renovations, have
been rolled into the Capital Budget. Currently the UIIF has a net balance of zero. When the $11.1
recovery from Medicine for 500 University Ave. is fully collected in fourteen years and these two
projects have been funded ($4.5M), there will be a positive balance of $6.6M.

Capital Budget for 2004-10 and Summary of Debt Service Charges

The proposed Capital Budget is a comprehensive one, encompassing construction projects for
academic and administrative divisions, residences, parking garages and student activities. Capital
projects are approved separately and are presented in this report for information only. All capital
projects that have been approved by Governance have been incorporated in this budget, including
those where the approval to proceed is conditional on raising campaign donations.

Table 7 shows the aggregated cash flow for all approved capital projects on a year-by-year basis. It
illustrates the incremental capital requirements, sources of revenue, the annual funding surplus or
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deficit and the debt service costs associated with these projects. Capital requirements and debt service
costs are funded by the central operating budget, divisional budgets, ancillary budgets and student
levies. Debt charges increase significantly in 2005-06 as a result of the assumption of debt service by
the University for the Medical Arts Building purchase. For 2004-035 debt charges for this building will
be funded by the Real Estate Division from the projected positive real estate revenue.

Table 8 presents a detailed summary of each approved capital project, broken down by source of
funding. In addition to approved capital projects, the Capital Budget includes debt charges approved in
prior years for projects to be funded centrally. These charges consist of a $5M equity in the MARS
project, a $3.3M negative balance in the Capital Renewal Fund, redirected pension savings of $19.7M

in 2003-04, and the provost’s portion of a funding partnership with the Faculty of Dentistry related to
a $4.5M dental chair purchase.
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Table 6, University infrastructure investment Fund

Balance
Balance as of Aprit 30, 1999 $15,274
Transfers to UlIF as approved in the Long Range Budgst Guidefines
May 1, 1999 net of contribution to UT Scarborotgh under RCM $13,436,280 $13,451,554
March/2000 TD Hiing Corp (sale of shares) 5,000,000.00) $18,451.554
Aprilf2008 Canada Life Settlement 1,262,700.00] $19,714,254
May 1, 2000 net of contribution to UT Scarborough under RCM $13,248,360 $32,952614
May 1, 2001 $14,800,600 $47,782,614
May 1, 2002 $0 547,762,614
May 1, 2003 30 $47,762,514
Funding for May 1, 2001 included in Z001-02 Budgel Report (Loan serviced from Cp Budget) $30,000,000 $77,762.614
Funding for May 1, 2003 included in 2002-03 Budget Report (Loan serviced from Op Budget) $30,000,000 1 $107.762,614
Funding for May 1, 2002 included In 2002-03 Budget Repor {Loan serviced from Op Budget) $30,000,000 | $137,7626%4
Alflocations: $137,762,614
Total aliocations for 1999 and beyond approved by P&B prior to Oct. 19989 ($8,732,1968)] $128,030418
St Michaet's College / Facuity of A & Sc. (approved by P&B Oct. 19, 1999} ($875,000)] $127,155418
Dentistry Student Laboratory (aporoved by P&R Oct, 19, 1999} {$98,625)] $127,056,793
ATRF Research Projects (approved by P&E Oct. 19, 1908) {$2,673,000)] $124,383,793
CIT, Quality Improvement (zpproved by P88 Oct. 19, 1959) {$40.000,000); $114,383,793
Flavell House, Faculty of Law (approved by PAE Dec 14, 1099) ($600,000) $113,783,793
Gerstein Science Information Cenire (upproved by PAB Dec 14, 1959) ($7,000,000)] $108,783,793
King's College Road/Circle Precinct, Phase 2 (approved by P&B March 7, 2000) ($200,000)] $106,583,763
King's College Road/Circle Precinct, Phase 1 (approved by P&8 March 7, 2000) ($2,500,000)] $104,083,793 |
FALD Phase 3 (approved by P&B October 18, 2000) {$345,000)F $103,738,793
BCHT shelied in 6ih fioor (approved by #&B October 18, 2000) {$5,197,000); $98,541,793
CCBR {approved by P&B December 12, 2000) (52,800,000} $95,741,793
Stowpoke cost overrun {(within 10%, approved by MGF)} (%210,000)] $955631,793
Purchase of Canadiana Building (approved by Business Boarg March 27, 2000) ($1,550,856) $83,980,837
Purchase of 500 University Ave. (approved by Business Board January 15, 2001) ($15,824,950)| $78,155,087
Sidney Smith Hall infill (approved by P&B February 27, 2001} ($1,289,000)| $76,866,987
BCITKoffler connection (approved by P&B March 13, 2009) ($750,0600)] §76,116,987
Nursing Building renovations (approved by P88 March 20, 2004} {$354,000)i §75,762,987
(a) Basement of Woodsworth Residence, Shelled in (approved by P&8 March 20, 2001} {$1,360,000)] $74,402,987
Chitdcare Fagilities, St George Campus (approved by P&B May 25, 2001) {$4,300,000y §70,102,887
Scarborough commitmentis under RCM (approved by P&B May 25, 2001) ($1,153,550)] $68,949 437
Department of Medicine renovations at UHN (approved by PAB May 28, 2001) {$400,000) $68,549,437
{b} Renovation of 500 University Ave. (design) (approved by P& May 25, 2001) ($700,000)] $67,849,437
Schoot of CCIT at Mississauga (approved by P&B May 25, 2001) ($2,600,000)] $65,348.437
Gerstein Cost over-run ($2.6M Donor provides 40%) {approved by PAB May 25, 2001) ($1,830,000} $63,519,437
Magellan Project (Funding may come from CFL} (approved by P&B May 25, 2001) {$2,123,543); $61,3952894
Growth Fachity for Plant Research (approved by P&8 June 27, 2001) ($374,000)] $61,021,894
Projects (a) and (p) funded from Facilities Renewa! Funding (approved August 8, 2001} $2,080,000 $63,081,804
Pharmacy Buillding (approved by P23 Nov 13, 2061 ($7.200,000) $55,881,894
Renovation of 500 University Ave. (bridge financing) (approved by P&E Nov 13, 2001) (310,423,400} $45,458,454
Student Centre at UTSc (approved by P&E Nov 13, 2001) ($4,723,695)] $40,734,798
Accessibitity Examination Centre, Robarts Library (approved by P&EB Jan §, 2002) {$225,000) $40,500,799
Vertical Expansion of Soll Storage Facility (spproved by P88 Jan 9, 2002) {$718,323)| $30,791.476
Upgrade 56 Spadina Ave., (approved by P&B Jan 8, 2002) {$575,000)] $38.216478
TSR Properties (approved by Academic Board Jan 24, 2001) ($17,000,000)] $22,216,476
Sidney Smith Hall infill revision (approved by P&8 March 18, 2002} {3711,000), $21,505,478
RCAT facility (approved by P&B March 18, 2002) (5460,000); $21,045476
Gaverning Council and board Reom renovations (approved by P&B March 19, 2002) {$1,593,000)] $19,452476
St Michael's College / A & Sc. Alumni Hall (approved by P&B March 19, 2002} ($300,000); $19,152476
Transfer of ROS infrastructure items from APF {o UlIF {$10,200,000) $8,952,476
UTM Wellness Cenire, Malch to Levy {$7,600,000) $1,852,478
Varsity Stadium demolition (approved at P&B June4,2002) ($1,700,000) $252,476
Uiniversity College Residence (spproved by P& September 18.2002) {$50,000) $202,476
FIS Bissel Building Student Study Space (approved by PR September 16, 2002) {$35,000) $187 476
Decommissioning of SLOWPOKE reactor, supplemental (proposed to PAB October 15, 2002} {$72.273) $95,203
Family and Community Medicine relocation to 256 McCaul (proposed te P&B Octaber 15, 2002) {$120,000) {$24,797)
Recovery from Facully of Medicine $11,123,400 $11,008,603
Economics Building expansion and renovation (approved by PRE Nov 13, 2004} ($980,000)] $10,118,803
OISE/UT/UTS Renovations, 371 Bloor St VW (approved by P&8 Qctober 18, 2000) {$3,500,000) $6,618,603
Total UIIF Allocations net Faculty of Medicine recovery $133,204,011
Other Projects funded from the Operating Budget
Negative balance in Capital Renewal Fund 0 be funded from the operating budget ($3,315,819)
MARS Equity {debt service aiready funded from operating budget) ($5,000,000
Purchase of Medical Arts Building, (from 2004-05 on debti service cosis, net of rental revenue will ($14,259,000)
he funided from the operating budget) T
Total UNF Allocations net F of Med recovery plus Other Projects funded from the Operating Budget $155,782,930
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Table 8, Capital Budget Project Details

Project Sources of Fynding
Cost LF & Op. Budget | Divisional Debt Cther
1 ARG Academic Resource Cenira $20.260,000 $8,540,000 $347.00G | $91,373,000
1 Management Building $15.430,000 $4,470,000 $1,101,800 $9,858,400
1 UTSC ClassromfArnts $20,380,000 37,760,000 $0 | 812,820,000
1 UTSC Student Lab Upgrades $4,300,006 $2,470,000 $0 $1.6830,000
1 Other small projests at YTSC $2,520 000 $0 $2,620,000 30
Sub-Totat UTEC $62,980,000 $23 240,000 54,068,600 | $35681.400
2 COCIT &t Mississaugs $34,670,000 2,500,000 $5.288,680 1 $26,8681.320
2 Centre for Appled Bisscience and Biotechnology $3,403,600 30 $1,284,100 $2,118,500
2 Kaneff Suilding $0 50 $0 50
2 Academic Learnirg Centre $34,000,000 $7,390,000 $O 1 §26,610,000
2 Collegeway Access £2,500,000 30 $2,500,000 $0
2 Other small projects at UTM $10.571,560 30| $10.571,500 $0
Sub-Tatal UTM $85.145,100 $9,890,000 |  $19,644,280 | $55810,820
3 CCBR $87.598,880 $4,800,000 | 815,714,780 | 367,085,100
3 Pharmacy Suilding $75,000,000 $6,200,000 $15,445 100 | 353,354,500
3 Purchase of 500 University Ave $15,824,950 $15824,950 30 0
3 Renovation of 8C0 Liniversity Ave, $11,430,000 $0 $14,123,400 $6,600
3 TDSB Properites Board of Education $17,000,000 $17,000,000 $0 0
4 Bolany Greenshouss Replacement $7,027,100 $1,380,400 $84,200 $5.562,500
4 Baren Cantre for Information Technoliogy $111,838,300 $18,6580,000 318,856,751 | $74,392,548
4 Sid Smith infill Phase [ & i $3,075,000 $3,075,000 $64,700 (864,700}
4 Economics Building $44,300,900 $6,000,000 2 $8,300,600
4 Sid Smith Student Space £3,300,000 $3,300,000 G $0
4 t.ash Miller Undergraduate Labs $£,600,000 85,600,000 $0 $0
6 Purchase of Canadiana Building $1,570,000 $1,570,000 $0 30
6 Gerstein Science Information Centre $15.280,000 $8,830,000 $30 ] $6.450,000
6 Flaveile House $2,140,000 $600,000 $1,540,000 $0
6 371 Bloor DISEAIT $23,312,500 $7.,240,000 30 : $15,072,500
& Child Studies $8,000,000 $0 $0 $8,000,000
& Rotman Schoo! of Management Expansion $4,318,000 $319,000 %0 $3,998,000
7 Governing Councll and Board Room Renovations $1,583,000 51,683,000 $0 G
7 Varsity Stedium Demofition $1,700,000 $1,700,000 $0 30
7 Southeast infrastructure $3,777 000 $3,777,000 $0 $C
7 Early Learning Cantre $4,317,700 $4,317,700 $G $0
7 Purchase of Medicai Aris Building $14,282,600 $14,262,600 $C 0
7 King's Collegs RoadiCircle Precinet, Phase 132 $5,300,000 $3,028,700 {$286,800)] $2.558,100
Compieted Projects with ongoing ioans (outstanding at April 30,2002) $14,851,919 $8,318,819 $6,522,00¢ 0
Smail Capital Projects {listed below) §5091,073 $5,991,073 $0 §
Sub-Total St George §$458,210,022 $143,418,342 $69,074,131 | $245,716,549
Sut-Tetal, Non ancillaries $606,345 122 $176,549. 342 $52 787,011 | $337,008 769
1 UTSGC Residence Phase 4 $186,300,000 $G | $16,305,000 30
1 Student Centre at UTSc $13,923.000 $5,573,000 $7,884,800 $65,200
2 Mississauga Residence Fhasa Vi) 514,600,000 $40,000 $14,56G,000 %0
2 UTM Weilness Centre $24,500,000 $8,700,80C | $15,7639,800 $20,300
2 CCIT Parking $12,882 000 $CG | $12,882.000 30
4 Bahen Centre Parking $7,548600 e} $7,548,600 $0
& School of Contiving Studies $7,100,000 $2,600,000 $4,483,900 $16,100
& Woodswerth Residence $32,000,000 $%.460,000 | $28,857000 1 $1,683,000
& New College Residence {annuai subsidy of $1,204,000 providad from the APF for B years) $26,760,000 $3566,000 | 822866500 $327,500
& University College Residence $28,000,0C0 $2,335,000 $15665000 1 310,000,000
& Colony Hotel $74,000,000 %0 §74,600.000 %0
Campleted Projects with ongoing loans {outstanding at April 30,2002) §76,926,000 - 50 | $76,826.000 $0
Sub-Total Ancifarias $324,549.600 $24,674,800 | $207,753,700 1 $12,121,180
Total £94G 294 722 $201,224 142 | $300,540,711 | $349,120 869
Small Capital Projects inciuded above
St Michasi's College / Faculty of A & §c. (approved by P&B Ot 18, 1989) $1,300,000 $875,000 30 $425,000
Dentistry Student Laboratory {approved by PARB Oct, 19, 1998) $393.250 $99,000 30 $294 250
FALL Phase 3 (approved by F&B October 18, 2000) $650,000 $345,000 50 $345,000
Nursing Building renovaticns {approved by P&B Marceh 20, 2001) $354,000 $354,000 $0 $0
Department of Medicine renovations at UHN (approved by P&B May 25, 2001) $400,000 $400,006 30 30
Accessibility Examination Centre, Robaris Library (approved by P&B Jan & 2002) $226 000 $225,000 30 30
Vertival Expansion of Soll Storage Facilily {approved by P&B Jan $, 2002) $1,068,323 718,323 30 $350,000
Upgrada 56 Spadina Ave., (approved by PER Jan 9, 2002} $575,000 $575,000 30 30
RCAT facility (approved by P&B March 19, 2002) $480,000 $460,000 30 30
St Michael's College i A & Sc. Alumni Hall {approved by PE&B March 19, 2002} $355,000 $300,000 $0 $85.000
Fi$ Sissel Building Student Study Space (approved by P&B Septemper 16, 2002) $40 500 $35,000 50 $5,500
Family & Community Medicine relocation to 256 McCaul (approved by P&B Ociober 15, 2002} $120,000 $120,000 $0 $0
Total $5991,073 $4.506, 323 $0 $1,484,750
Alocations from UIIF not included above
Total allocations for 1988 and beyond approved by P&E prior ta Dct. 1998 $8,732,196
Siowpoke cost overrun (within 10%, approved by MGF} $210,00G
Scarborough commitmants under RCM (approved by PEB May 28, 2001) $1,153,55C
Magellan Project {Funding may coma from CF1) (approved by P&B May 25, 2001} $2,070,006
Transfer of ROS infrastructure items from APF to UIIF $10,200,000
Decommissioning of SLOWPOKE reattor, supplemental (approved by P&B Oclober 15, 2002} $72,273
Total $23438.019
Total UF allocations and other oroiects funded from operating budget $225,168 484
Complated Projects with Pre-Existing loans {Sections 647 of Capital Borrowing Master List minus Purchase of Medical Arts Buliding)
Non Ancifiary Projects including negative balancs in Capital Renewat Fund 514,851,519
Anciliary Projecis $76.926,000
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Appendix A. Revenue and Expense Assumptions for the period 2004-05 to 2009-10.

Budget Model Line

Assumption

General Assumptions

Period of Budget Guidelines

2004-05 w0 2009-10

General Rate of Inflation
(CPD)

CP1 assumed to be 2.0% annually. While the CPI for 2002-03 was greater
than 2%, the projections from the Provincial and Federal Governments and
the Institute for Policy Analysis range between 1.97 and 2.04 for the period
2004-10.

Revenue Assumptions

Domestic U/G Enrolment

Enrolment is assumed to follow the plans described as Phases 1 and 2 in
Update on Enrolment Expansion, which has received Governing Council
approval. A further increase of 750 was added in Phase 3 of this plan. Two
additional increases in intake of 750 and 85 students in 2003-04 were
included in the March 2003 and April 2003 Enrolment Target Agreements
with the Provincial Government.

International U/G Enrolment

International enrolment intake assumptions will be maintained at least at the
2000-01 level. In 2003-04 international enrolment increased. Flow through
of this increase is reflected in outer year projections.

Graduate Enrolment

For the purposes of budget projections, modest growth has been assumed.
Domestic and international doctoral stream enrolment targets and revenue
sharing arrangements will be negotiated as part of new Divisional plans.

Government Operating Grants

It is assumed that Government will continue to provide full funding for
increased enrolment associated with the double cohort and its flow through
the system. Funding per student will be held at the same level as in 2003-
04, but beyond 2006-07, the revenue from Government Operating Grants
will increase year over year by CPI to cover increased costs. This increase
will be inn addition to any revenue from enrolment increases.

It is also assumed that there will be no change in the cap on graduate
funding over the period of the guidelines. As a result, some graduate BIUs
will continue to be unfunded. Only tuition revenue will be realized for any
increase in graduate enrolment.

Ontario Quality Assurance
Fund

The Double Cohort Quality Assurance Fund will be maintained at the levels
announced last year. The University will receive its pro-rata share of this
Fund, starting at $14.7M in 2003-04 and rising to steady state of $39.1M by
2006-07.

Replacement Funding for
Tuition Freeze

It is assumed that the provincial government wiil provide replacement
funding to compensate for tuition fees lost as a result of the two-year freeze,
The foregone revenue has been estimated as $11M in 2004-05 and $24M in
2005-06, However, for budgeting purposes, conservative estimates of
$6.3M and $13.3M, respectively, have been used.
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Tuition Fee Rates: Domestic

Fees in all programs are assumed to be frozen in 2004-05 and 2005-06 at
2003-04 levels. However, flow through of previous increases is allowed.
Fees to be increased by CPI (estimated to be 2%) in 2006-07 and beyond.

10.

Tuition Fee Rates:

A new tuition fee schedule for international students will be introduced,

International with a 5% increase in 2004-05 and further increases in 2003-06.
11. | Endowment Revenue for The endowment income is based on projected payout rates of $6.73 for
Chairs and Student Aid 2003-04, rising by 2% a year to $7.58 by 2009-10. Revenue includes
endowed income from student aid and divisional income from endowed
chairs.
12. | Canada Research Chairs The Canada Research Chairs program will be renewed with the same terms
Program after its expiry in 2007-08, and the University of Toronto will maintain its
current share of the program.
13. | Indirect Cost Recovery on Revenue from indirect cost recovery flows to general university income,
Research Grants and Contracts | from :
e«  Provincial Centres of Excellence
* Connaught and I’ Anson Funds
e (Other Grants and Contracts
e  ORDCF
e Canada Research Chairs
e  Ontario Research Performance Fund
s  Federal Granting Councils
14. { Other Grants and Contracts Revenue projected to increase by approximately 1% per year.
15. | Ontario Research Performance | This is projected to be $5.4 M in 2004-05 through to 2009-10.
Fund
16. | Federal Government Indirect | The Federal Government confirmed a fund of $225M for the indirect costs
Cost of Research Program of federally supported research in 2003-04 and beyond. The University’s
share, excluding the affiliated teaching hospitals, is projected at $15.1M.
The program is a 3-year program with an IDC rate of 20%. This will be
reviewed in 2005-06 with advocacy toward increasing the rate to 40%. The
long range plan is based on a 20% rate.
17. { Endowment Administration In 2000-01 the University introduced an investment management overhead
and Investment Management fee on EFIP, LTCAP and pension funds and an endowment stewardship fee
Fees ott LTCAP to recover from those funds the indirect costs incurred by the
University for these purposes. The projected investment management fee
revenue is $0.6M and the projected endowment administration fee is $5.4M
in 2004-05. Fees are projected to rise at 4% per year thereafter,
18. | Investment Income UBS Cash-in-Action: 2.93%for 2004-05 and beyond
Investments managed by UTAM: 4.5% for 2004-05 and beyond
Internal loans with signed agreements: 5.76% for 200405, 6.11% for 2005-
06, 6.31% 2006-07, 6.34% for 2007-08 and beyond.
19. | Amortization of Investment The recent market loss in EFIP investment is being amortized at $10.6M a

Losses

year for 3 years.
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20.

Other Income

This includes revenue from:
e Surcharge on unpaid fees
+  Application fees
¢  Central overhead charges to self-funded academic programs

Projections for the surcharge and application fees are calculated based on
projected enrolment levels. Projections for overhead revenue are based on
an established overhead model.

2L

Divisional Income

Increased divisional revenues are offset by increased divisional expense
allocations. Divisional income is projected to increase at 2% a year.

Expenditure Assumptions

22.

Contractual Obligations and
Policy Commitments (COPC)

This section inciudes expenditures which are protected because they are
required through contractual obligations or policy. For further detail, refer
to the 2004-05 COPC Report.

23,

Compensation

The following assumptions are for modelling purposes only and do not
represent a strategy for salary negotiations.

e Compensation increases for 2003-04 and 2004-05 for UTFA are
included.

¢  Compensation increases for all university employees, including the
costs associated with benefit improvements, are assumed to be as
follows for 2005-06 and beyond:

UTFA: CPI plus cost of PTR annually,
Professional/ management: CPI plus merit
Other employees: CPI annually {(step increases are funded by the
Divisions)
» Cost increases associated with the provision of the existing level of
employee benefits are captured int assumption # 25.

*  The sum of $0.5M in base will be transferred annually from general
university revenue to the Faculty Retention Fund,

24.

Pension Deficit Amortization

The deficit in the pension fund is being amortized at $26.5M a year for 15
years.

25.

Employer Benefits Costs

It is asswmed that the standard benefit rates will increase to 20.75% for
appointed employees and at 9.75% for non-appointed employees. The
higher rates do not include the pension amortization payments that are
required beginning 2004-05.

The Guidelines include the full current service costs for the regular pension
plan and the supplementary retirement allowance (SRA) in base. Projections
have been updated based on latest consultations with actuaries which have
resulted in the Pension Strategy that was approved by the Business Board on
Januvary 19, 2004.

49




26.

Enrolment Growth Fund

Expenditures from this fund are based on the same enrolment levels used for |
operating grant and tuition revenue projections. In general, Divisions will
receive:

e 75% of the fuition fee revenue net of mandated student aid plus
75% of the operating grani revenue generated by the approved
increased undergraduate domestic enrolment,

*  60% of tuition fee revenue generated by the increased
undergraduate international enrolment,

s In certain approved cases, 75% of the tuition fee revenue net of
mandated stadent aid generated by increased enrolment in
professional masters programs.

Funding will not be allocated for enrolment increases planned prior to 2000-
01, nor those increases funded from other funding envelopes.

27.

Student Aid Reinvestment

A portion of tuition revenue will continue to be set aside for undergraduate
student aid. The retained portion consists of 30% of the incremental tuition
revenue due to taition fee increases above the 1995-96 levels. Projections
have been updated to reflect the impact of the tuition freeze.

The Stepping Up academic plan includes as an important objective a
substantial increase in student aid. The amount set aside from incremental
tuition fee revenue will form part of this increase. In addition, the
University will strive to achieve its objectives in this area through the
OSOTF program and other development efforts.

28.

Graduate Student Support

A portion of tuition revenue will continue to be set aside for graduate
student support. The retained portion consists of 100% of the incremental
tuition revenue due to tuition fee increases above the 1995-96 levels.
Projections have been updated to reflect the impact of the tuition freeze.

29.

Matching Programs

£2.5M in base is allocated for various matching programs.

30.

Quality Enhancement Funds
from Tuition Sharing

Revenue from tuition fee increases greater than 5%, net of mandated student
aid, wiil flow to the Tuition Sharing Fund to be allocated to Divisions in
response to plans for quality improvement. Projections have been updated
to reflect the impact of tuition freeze.

31. | International Tuition Sharing | Revenue from international tuition fee increases greater than 5%, net of
30% for student aid and recruitment, will flow to the International Tuition
Sharing Fund to be allocated to Divisions.

32. | Academic Program Planning | $5M in base is allocated annually for academic planning program initiatives
under Stepping Up.

33. | Academic Service Initiatives | $0.5M in base will be transferred to the Academic Service Initiatives fund

from general university revenue in 2604-03 and 2005-06 and $0.25M in
2006-07. This fund supports such services as libraries (other than book
acquisition) and academic computing, and the added funding is needed to
meet the increased demands resulting from enrolment expansion.
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34,

Information Technology
Initiatives and Upgrades

$2M in base is allocated for administrative information technology
initiatives and upgrades.

35.

Transitional Funding

This fund is used to assist a limited number of divisions who are in
transition. The provision of funding will be dependent on attainment of
transitional objectives developed by agreement with the Provost.

36.

Administrative Priorities

$0.5M in base will be transferred to the Administrative Priorities fund from
general university revenue each year to meet the increased demands
resulting from enrclment expansion.

37.

Facilities Renovations and
Deferred Maintenance

About 1% of the Operating Budget has been allocated to renovations and
deferred maintenance on all campuses, $3.7M in base in 2004-05 and a
further $4.7M in 2005-06. This is in addition to funding expected from the
Provincial Government for deferred maintenance, via the Facilities Renewal
Program (FRP). Expenditure of these funds will be approved by the
Accommodation and Facilities Directorate (AFD) and in accordance with
FRP regulations.

38.

Endowment Matching Funds

Approximately $44M is needed from 2004-05 to 2009-10 to meet existing

matching commitments. Debt service charges on this are included in item #
22.
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Appendix B
Contractual Obligation and Policy Commitments Budget
2004-05

The Budget Model organizes projected expenses into several generic categories, each
representing a different degree of annual budgetary discretion. One of these is
Contractual Obligations and Policy Commitment (COPC) items. These are expenses that
must be honoured, and hence are protected from budget cuts. They include:

* Payments resulting from contractual obligations to other institutions, such as for
the joint programs with Sheridan College or Centennial College.

» Inevitable expenses, such as the cost of utilities or legal fees.

e Expenditures that are protected by University policy to maintain academic
quality, such as the book acquisition budget for the library.

The COPC Report for 2004-05 is presented in two attached tables, as follows:

Table 1: A brief explanation for each COPC item and the reasons for budget
increase/decrease, if any. The last column in this table indicates whether
any significant changes in budget are expected over the remainder of the
planning period (2005 to 2010);

Table 2:  The 2004-05 budget allocation for each of the COPC budget categories.
The last page of this report gives the contingency budget.

The projections for various COPC items include a degree of uncertainty resulting from
events such as the volatility of the Canadian dollar or fluctuations in utility rates. The
recommended budget for each item is based on the middle of the range of projected costs.
The uncertainty is accounted for in a contingency allocation. The contingency budget is
calculated as 75% of the sum of the contingencies estimated for various items.
Historically, the 75% factor has been found to be a realistic measure of the variability.

The main contributors to the contingency budget are utilities costs ($1.7million), the
library book fund ($1.4 million) and the legal expense budget ($700,000). The
contingency budget, after applying the 75% factor, is $3 million, a decrease of $900,000
from last year. The items included in the contingency budget are identified by an asterisk
in Table 2.

Overall the increase in the base budget for the COPC Report is $9.6 million. The main
reasons for this increase are the additional funds needed to service the central debt
($2.7million), the utility costs ($2.5) million and funding for the library system
acquisitions ($920,000). A correction to the 2003-4 charges for new space is also
included.

The OTO portion of the 2004-05 budget is $6.7 million higher than in 2003-04. Of this
amount, $5.8 million is funded from Research Overhead and is offset by related income
to the University. In addition, $385,000 is needed to cover the shortfall related to the
Block Grant arrangements with the three Federated Colleges (largely to fund increased
utility costs) and another $201,000 is associated with the Administrators on Leave
account.
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