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SUMMARY

The purpose of this report is to present the draft Audited Financial Statements for the
year ended December 31, 2019 to the Toronto Public Library Board for approval and
provide highlights of the Library’s 2019 financial results.

RECOMMENDATIONS

The City Librarian recommends that the Toronto Public Library Board:

1. approves the 2019 draft Audited Financial Statements of the Toronto Public
Library Board, appended as Attachment 1.

FINANCIAL IMPACT

Though the report presents financial information in the form of the 2019 Audited
Financial Statements, there is no financial impact resulting from this.

These financial statements reflect the 2019 combined results of the spending of the
operating and capital budgets. For 2019, there was an operating budget surplus of
$0.021 million [2018 - $0.059 million], which will be returned to the City. The capital
spending during 2019 totalled $30.576 million or 85.9% [2018 - 80.4%], resultingin a
final unspent net balance of $5.011 million [2018 - $7.678 million].

The Director, Finance & Treasurer has reviewed this financialimpact statement and
agrees with it.
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ISSUE BACKGROUND

At its meeting of November 25, 2019, TPL Board received for information
PricewaterhouseCooper’s (PwC)'s Audit Plan for the Year Ending December 31, 2019,
which outlined their approach to the audit.

The Financial Statements are intended to provide the Board, City, public and other
stakeholders an overview of the Library's financial results at the end of the fiscal year
and indicate revenues, expenses and funding for the year. The preparation, content
and accuracy of the Financial Statements and all other information included in the
financial report are theresponsibility of management.

The Financial Statements have been prepared in accordance with Canadian public
sector accounting standards (PSAS) for local governments as defined by the Public
Sector Accounting Board of the Chartered Professional Accountants of Canada.

These Financial Statements have been audited by PwC whose role is to express an
independent opinion on the fair presentation of the Library's financial position and
operating results, and to confirm that the statements are free from material
misstatement. The external auditor’s opinionis to provide comfort to third parties that
the Financial Statements can be relied upon.

Financial Statements
The Financial Statements include the following individual statements:

Name Purpose

Statement of Financial Position Summarizes the assets (financialand non-
financial), liabilities, net debt and accumulated
surplus as at year end.

Statement of Operationsand Outlines revenues, expenses, surplus for the
Accumulated Surplus year and accumulated surplus at year end.
This statement reflects the combined
operations of the operating and capital funds
for the Library and provides the calculation of
the Library's accumulated surplus at year end.

Statement of Change in Net Debt Outlines the changes in net debt as a result of
annual operations and tangible capital asset
transactions.

Statement of Cash Flows Summarizes the Library's cash position and
changes during the year by outlining the
Library's sources and uses of cash.
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The Notes to the Financial Statements provide further detail about the Library’s
financial results and are anintegral part of the Financial Statements.

Statement of Financial Position

The Statement of Financial Position is the municipal equivalent of the private sector’s
balance sheet. This statement focuses on the Library’s assets (financial and non-
financial) and liabilities. The difference between the liabilities and financial assets is the
Library's net debt, which represents the net amount that must be financed from future
budgets.

As a result of significant investment in tangible capital assets thereis a large
accumulated surplus. Although tangible capital asset balances are considerable, they
do not provide liquidity and are not typically available for sale, the proceeds of which
could be used for other purposes. It is for this purpose that tangible capital assets are
not included inthe calculation of net debt.

Statement of Operations and Accumulated Surplus

The Statement of Operations and Accumulated Surplusis considered to be the
municipal equivalent to the private sector’s Statement of Income and Retained
Earnings.

The Statement of Operations and Accumulated Surplus provides a summary of
revenues, expenses, and surplus throughout the reporting period and outlines the
change in accumulated surplus.

PSAS legislation requires the operating and capital budgets as approved by Council be
reflected in the Financial Statements and be adjusted for accrual-based accounting.
The 2019 budget values presented in this statement have been adjusted to reflect the
differences between amounts as budgeted at the City and Library on a modified "cash
requirements" basis and amounts now recorded in these financial statements on an
accrual basis. As described in Note 2 to the Financial Statements (budget figures), the
total approved operating and capital budgets for 2019 have been combined and
reflected in the statement of operations and accumulated surplus. The budget for
acquisition of tangible capital assets, primarily comprised of expenditures of the
capital budget and for library collections, resultsin a budget surplus.

Statement of Change in Net Debt

The Statement of Changein Net Debt is unique to governments. This statement
focuses on the debt of the Library, adjusting the annual surplus for the impact of
tangible capital assets; mainly deducting the costs to acquire tangible capital assets
and adding back amortization charged during the year.
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Statement of Cash Flow

The Statement of Cash Flow summarizes the Library’s cash position and changes
during the year.It segregates the Library's sources (inflows) and uses (outlay) of cash
into three sections: Operating activities, Capital activities and Financing activities.

COMMENTS

The draft Audited Financial Statements for the yearended December 31, 2019 are
appended as Attachment 1 and provide details of the state of the Library's finances at
the end of the fiscal year, and the revenues and expenses for the year ended
December 31, 2019. The financial statements are considered draft until approved by
the Library Board.

As noted in a separate report, Audit Year-End Report - December 31, 2019 - Toronto
Public Library Board, the auditors provided an unqualified opinion in the Auditors’
Report contained inthe Financial Statements. An unqualified opinion means that the
Financial Statements are presented fairly in all material respects.

Budget Monitoring Reports

At the Board meeting on April 27, 2020, the 2019 year-end results of spending the
operating and capital budgets were presented for information. The Operating Budget
Monitoring Report - December 31, 2019 showed an operating surplus of $0.021
million, which will be returned to the City and is reflected in the financial statements as
payable to the City as shown in Table 2 of this report. The Capital Budget Monitoring
Report - December 31, 2019 showed a 85.9% expenditure rate, and the unexpended
net amount of $5.011 million which is comprised of $5.743 million from nine capital
projects that are under-spentat year-end partially offset by cash flows of $0.732
million from five projects that are spending ahead of schedule. The unspent balance
from nine capital projects of $5.743 million will be carried forward to 2020-2022. In
2019, funding required from the City for the expended amount was $28.590 million,
though actual City funding received was $28.501 million. The difference of $0.089
million is due to capital projects that were spent ahead of schedule. This amount,
which will be recovered from the City in 2020, is reflected in the financial statements as
receivable from the City asshown in Table 2 of this report.

Budget Figures

Budget figures in the Audited Financial Statements, are based on the 2019 original

operating and capital budgets approved by City Council. However, in the Operating
and Capital Budget Monitoring Reports, the Council-approved 2019 operating and

capital budget figures also include in-year Council-approved adjustments.
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Detailed Review of Statement of Financial Position

(M= millions; K=thousands)

A more detailed review of the Statement of Financial Position is provided in the

following section:

Table 1 - Statement of financial position variance (2019 vs. 2018)

Actual Actual Increase /
2019 2018 (Decrease)
Financial assets
Cash and cash equivalents 14,580,053 12,963,402 1,616,651
Accounts receivable:
City of Toronto (Table 2) 10,007,191 15,410,807 (5,403,616)
Other accounts receivable (Table 3) 3,353,501 2,698,094 655,407
27,940,745 31,072,303 (3,131,558)
Liabilities
Accounts payable and accrued liabilities (Table 23,233,609 26,639,932 (3,406,323)
Deferred revenue 2,870,220 3,109,355 (239,135)
Employee benefits (Table 5) 82,095,638 82,721,363 (625,725)
108,199,467 112,470,650 (4,271,183)
Net debt (80,258,722) (81,398,347) 1,139,625
Tangible capital assets (Table7) 357,030,160 340,900,518 16,129,642
Accumulated surplus (Table 8) 276,771,438 259,502,171 17,269,267

Cash and cash equivalents

Cash and cash equivalents increased by $1.6M to $14.6M [2018 - $13.0M].

Accounts receivable - City of Toronto (Note 3)

The breakdown of accounts receivable from the City of Toronto at year-end with prior

year comparatives is as follows:
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Table 2 - Account receivable and Account Payable to City of Toronto

2019 2018 Increase /
(Decrease)
2019 approved City budget funding 11,502,973 | 14,822,367 | (3,319,394
receivable - operating and capital
Rental receivable 153,741 155,453 (1,712)
Capital project funding receivable 88,565 1,254,592 | (1,166,027)
Receivable from City 11,745,279 16,232,412 | (4,487,133)
Operating expenses (711,654) (229,953) (481,701)
Operating surplus payable to City (20,755) (59,390) 38,635
Hydro charges payable (1,005,679) (532,262) (473,417)
Payable to City (1,738,088) (821,605) (916,483)
Net account receivable from City of 10,007,191 15,410,807 | (5,403,616)
Toronto

The $10.0M net account receivable from the City in 2019 is comprised mainly of

$11.5M related to the approved 2019 City budget funding, which was received in early

2020, offset by $1.7M of payables mostly relating to hydro charges.

Other accounts receivable

The breakdown of other accounts receivable at year-end with prior year comparatives

is as follows:

Table 3 - Other accounts receivable

Canada Revenue Agency - HST rebate 2,383,299 1,968,035 415,264
Lanfjlord contribution receivable 22,399 22,399 i
(Eglinton Square branch)

Foundation receivable 317,470 219,124 98,346
Rental receivable 164,007 129,708 34,299
Other 416,326 308,828 107,498
Total Other accounts receivable 3,353,501 2,698,094 655,407

Other accounts receivable decreased by $0.6M to $3.3M [2018 - $2.7M] mainly due to
anincrease in HST rebatereceivable from Canada Revenue Agency due to timing and
reimbursement from Parks, Forestry & Recreation for work completedin 2019 on the
Wychwood branch.

Accounts payable and accrued liabilities

The breakdown of other accounts payable and accrued liabilities at year-end with prior
year comparatives is as follows:
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Table 4 - Accounts payable and accrued liabilities

2019 2018 Increase /
(Decrease)
Salaries and benefits payable 10,094,961 10,199,019 (104,058)
Accounts payable and accruals 11,704,373 15,797,126 | (4,092,753)
Holdback payable on construction 1,434,321 643,787 790,534

Total accounts payable and
I p y 23,233,654 26,639,932 | (3,406,278)

accrued liabilities

Accounts payable and accruals decreased by $3.4M mainly due to timing with less
invoices outstanding at the end of the year.

Deferred Revenue (Note 3)

Deferred revenue decreased by $0.2M to $2.9M [2018 - $3.1M] and is comprised of the
balance of funds that have been received in the form of funding from the Foundation
or grants for specific programs, which have not yet been expended. Programs include
Indigenous Strategy, Staff Training, Children Services, Youth Services, Summer
Reading Club, Musical Instrument Lending and Asian Heritage.

Employee Benefit Liabilities (Note 4)

The City has employed the services of Morneau Shepell, a third party valuation expert,
to value the gross employee benefits liability (identified as ‘employee benefits’in Note
4 of the Financial Statement). Towards the end of 2015, the Library provided the
necessary information on the composition of its workforce and benefits plans to the
City. Atthe end of 2019, the Library’s gross employee benefits liability (identified as
Accrued Benefit Obligationin Note 4) increased by $7.5M to $84.0M [2018 - $76.5M].
Theincrease inthe liability is mainly due to a decrease of the discount rate from 3.4%
in 2018 to 2.7% in 2019. The discount rate is used to value the current cost of future
benefit obligations. Whenever thereis a decreasein the discount rateit drives up the
value of the accrued benefit obligation.
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Table 5 - Net employee benefits

2019 2018 Increase /
(Decrease)
Post-retirement benefits 52,920,671 46,787,876 6,132,795
Disabled employees' benefits 5,754,658 5,586,831 167,827
Income benefits 9,187,595 8,568,508 619,087
Sick leave benefits 15,295,139 14,838,142 456,997
WSIB 874,215 720,983 153,232
Employee Benefits/Accrued 84,032,278 | 76,502,340 | 7,529,938
Benefit Obligation
Net unamortized actuarial gain / (loss)| (1,936,640) 6,219,023 (8,155,663)
Total Net Employee Benefits 82,095,638 82,721,363 (625,725)

The net employee benefits liability decreased by $0.6M to $82.1M [2018 - $82.7M]. The
components of the decrease are due toa $7.5M increasein accrued benefit obligation
offset by a $8.1M decrease in the net unamortized actuarial gain calculated as follows:

Table 6 - Net unamortized actuarial gain (loss)

2019 2018
Unamortized gain - beginning of year| 6,219,023 24,230,580
Amortization of net actuarial gain (A) | (1,095,343) (2,123,383)
Actuarial loss (B) (7,060,320) | (15,888,174)
Net unamortized gain(loss) - end (1,936,640) 6,219,023
of year ( C)

Net actuarial gainsand losses are amortized (A) over the expected average remaining
service life of the employee group, which ranges from 12 to 16 years. The amortization
of the net actuarialgainis $1.1M (2018 - $2.1M). In 2019, the actuarial loss (B) is $7.1M
(2018 - actuarial loss $15.9M).

The net unamortized actuarial loss (C) of $1.9M represents the remaining balance of
annual actuarial loss that has not yet been fully amortized.

An unamortized actuarial gain balance is added to the gross employee benefits
obligation and anunamortized actuarial loss balance is deducted. The annual
unamortized actuarial gain/(loss) balance (C) is drawn down as the actuarial gain/(loss)
becomes fully amortized.
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Change in Net Debt (Statement of Changes in Net Debt of Attachment 1)

Net debtis calculated as liabilities (e.g. trade and employment payables and loans) less
financial assets(e.g.cash and cash equivalents and receivables), and represents the
net amount that must be financed by future budgets.

The Library's net debt at year-end decreased by $1.2M to $80.2M [2018 - $81.4M]. This
decreasein the Library’s net debt is primarily due to the net overall decrease in
employee benefits liability (Attachment 1, Note 4).

While the City issues long-term debt to finance certain of its operations, none of the
debt or associated financing costs are allocated to the Library.

Tangible Capital Assets (Notes 2 and 6)
Note 2 outlines the Library's significant accounting policies and provides an overview

of the policy for recording tangible capital assets.

The breakdown of tangible capital assets at year-end with prior year comparatives is as
follows:

Table 7 - Tangible capital assets

2019 2018
Cost Accum.ulat'ed Net Net
Amortization

Land 15,376,262 - 15,376,262 15,376,262
Building and leasehold 333,214,954 107,940,286 225,274,668 222,430,271
Furniture, fixtures and 60,997,993 27,613,465 33,384,528 33,750,310
Vehicles 2,748,350 1,797,805 950,545 1,012,677
Library materials 118,730,321 58,262,197 60,468,124 59,753,204
Assets under construction 21,576,033 - 21,576,033 8,577,794
Total Tangible Capital Assets 552,643,913 195,613,753 357,030,160 340,900,518

The netvalue of the Library’s tangible capital assets increased by $16.9M, mainly due
to capital projects related primarily to Bayview, Wychwood, York Woods, and North
York Central Library renovations. During the year, asset additions totalled $50.4M,
comprised of buildingimprovements of $21.8M, furniture and equipment of $8.3M
and library collections of $20.3M.

During the year, accumulated amortization of tangible capital assets increased $8.4M
netto $195.6M [2018 - $187.2M].

Accumulated Surplus
The 2019 actual accumulated surplus as shown on the Statement of Financial Position
(page 5 of Attachment 1) is $276.8M. The accumulated surplusis a product of applying
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PSAS accounting and is comprised of the net book value of tangible capital assets,

employee benefit liability and other liabilities less financial assets:

Table 8 - Accumulated surplus

Purchase of Tangible Capital Assets
Accumulated amortization

2019

2018

552,643,914
(195,613,753)

528,117,568
(187,217,050)

Net book value of Tangible Capital
Employee benefits liability
Other liabilities less financial assets

357,030,161
(82,095,638)
1,836,915

340,900,518
(82,721,363)
1,323,016

Accumulated Surplus - End of year

276,771,438

259,502,171

Annual Surplus

There are two annual surpluses for the year on the Statement of Operations and
Accumulated Surplus (page 6 of Attachment 1; breakdown shown in Table 10):

1. Budget Surplusfor the year: $23.5M

2. PSAS Actual Surplusfor the year: $17.3M

The third surplus disclosed in Note 3 is the $21K under spending of the approved
operating budget as presented in the Operating Budget Monitoring Report -
December 31,2019, which isreturned to the City.

The reconciliation of the operating budget surplus returned to the City to the PSAS
annual surplus is shown below:

Table 9 - Reconciliation of Surplus for the year

2019 2018

Operating Budget Surplus 20,755 59,390
Surplus Returned to the City (20,755) (59,390)
Balance - -
Net i i k val f Tangibl

et'lncrease in net book value of Tangible 16,129,645 15.526.416
Capital Assets (Table 1)
Increase / (Decrease) in unspent non-debt

. ( . )1 u. P . 513,898 (556,011)

Capital and Library Material funding
Net d(.ecr.eas.ejl (increase) in employee 625,724 1,698,797
benefit liability (Table 1)
Net decrease - energy savings loan - 148,421
PSAS Surplus for the year 17,269,267 16,817,623

As describedin Note 2, the audited budget on the financial statements is the sum of
the approved 2019 operating and capital budgets, which have been adjusted for PSAS
accounting, with a resulting budget surplus of $23.5M comprised of expenditures for
the capital budgetand library collections, less amortization. The budget surplusis
compared to the PSAS surplus inthe following chart:

2019 Audited Financial Statements - Toronto Public Library Board 10


https://www.torontopubliclibrary.ca/content/about-the-library/pdfs/board/meetings/2020/apr27/18-operating-budget-monitoring-report-dec-31-2019.pdf
https://www.torontopubliclibrary.ca/content/about-the-library/pdfs/board/meetings/2020/apr27/18-operating-budget-monitoring-report-dec-31-2019.pdf

Table 10 - Annual surplus (budget vs. actual)

PSAS
Budget Actual
Surplus Surplus
Capital budget expenditure 37,446,200 30,130,844
Opera.tmg budget expenditure - Library 20414567 20.350,748
materials
Tangible assets gross amount [a] 57.860,767 50,481,592

Amortization - Building and Equipment
Amortization - Library materials

(14,855,937)
(19,496,013)

(14,855,937)
(19,496,013)

Total amortization [b] (34,351,950) (34,351,950)
Tangible assets net book value [c=a + 23,508,817 16,129,642
Post-r.etlrement and post-employment i 625,724
benefit expense (Table 5)

Other - 513,898
Surplus for the year 23,508,817 17,269,264

Detailed Review of Statement of Operations and Accumulated Surplus
This statement reflects the combined operations of the operating and capital funds for
theLibraryand providesthe calculation of the Library’s accumulated surplus atyear end.

Revenues

The following chart breaks down the total revenues (operating and capital) by funding
source. The Library's primary source of funding comes from the City of Toronto (92.8%).

2019 Actual Revenues

($238,111,015)

City of Toronto,
$220,861,738 ,
92.8%

Province of Ontario,
5,712,163, 2.4%

Federal government,
129,735, 0.1%

Fines and user charges,
4,278,382, 1.8%
Investment Income,
637,758, 0.3%
Donations and other
grants, 3,234,059, 1.4%
Other income,
3,257,180, 1.4%

Figure 1 - Pie chart showing actual revenue amounts and percentages by funding

source.
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Table 11 - Current year revenues and prior year comparatives

2019 2019 2019 Variance 2018
Actual Favourable /
as % of Budget Actual (Unfavourable Actual
Total )
City of Toronto 92.76 226,826,360 220,861,738 (5,964,622) 214,288,896
Province of Ontario 2.40 5,678,427 5,712,163 33,736 5,845,281
Federal government 0.05 - 129,735 129,735 194,005
Fines and user charges |, o, 4,630,121 4,278,382 (351,739) 4,285,453
(see Table 12)
Investment income 0.27 139,500 637,758 498,258 445,094
Donations and other 1.36 162,800 3,234,059 3,071,259 2,875,012
Other income (see 1.37 3,827,874 3,257,180 (570,694) 3,113,911
Table 13)
Total Revenues 100.00 241,265,082 238,111,015 (3,154,067) 231,047,652

Revenues for 2019 totalled $238.1M [2018 - $231.0M], which is $3.1Mlessthan
budget, due mainly to $6.0M decrease in City of Toronto funding primarily as a result
of the 85.9% capital budget spend rate at year-end due to project delays. As a result,
less funding was required from the City. Offsetting this funding decrease is $3.0M
funding from the Toronto Public Library Foundation.

Fines and user charges primarily consist of overdue fines and lost items. The
breakdown at year-end with prior year comparativesis as follows:

Table 12 - Fines and user charges

Variance
2019 2018 Favourable /
(Unfavourable)
Fines 2,300,361 2,384,191 (83,830)
Equipment & facility rentals 889,684 905,847 (16,163)
Printing / Photocopier receipts 964,370 888,043 76,327
Other charges 123,967 107,372 16,595
Fines and user charges 4,278,382 4,285,453 (7,071)

The reduction infinesrevenue is a result of continued growth in the usage of e-
materials, which are not subject to late fees, and customer knowledge regarding
renewals and over-due notices.

Other income consists primarily of tenant rentals and revenue from premium venue
space rentals. In 2019, miscellaneous income comprised mainly of payment from Parks
Forestry and Recreation for their costs related to the Wychwood branch.The
breakdown at year-end with prior year comparativesis as follows:
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Table 13 - Other income

Variance Favourable

2019 2018 / (Unfavourable)
Tenant rentals 1,787,868 1,718,770 69,098
Premium venue space rentals 990,339 1,067,191 (76,852)
Sale of merchandise 155,789 154,272 1,517
Miscellaneous 688,548 173,678 514,870
Total Other Income 3,622,544 3,113,911 508,633

Expenses

The following chart breaks down the expenses by category. Staff costs accounted for

the largest portion at 68.3% of the total amount.

Staff Cost,
$150,847,987 ,68.3%

2019 Actual Expense
($220,841,748)

e

Maintenance and Supplies,
16,485,976, 7.5%

Utility Cost,
9,996,024, 4.5%

Administration Cost,
4,752,717,2.2%
Rental Cost,
3,012,324,1.4%
Library Materials,
110,888,0.1%
Transfer to City of Toronto & Other,
1,283,882,0.6%

Amortization,
34,351,950, 15.6%

Figure 2 - Pie chart showing actual expense amounts and percentages.

The library materials shown in the chart represent only donations to special
collections, which are expensed. Note that $20.4M of expenditure on library collections
(see Table 10), which is part of the approved operating budget, is treated as an
addition to tangible capital assets.
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Table 14 - Current year expenses and prior year comparatives

2019 2019 2019 Variance 2018
Actual as Favourable /
Budget Actual Actual
% of Total 9 (Unfavourable)
Staff costs 68.31 | 151,632,889 | 150,847,987 784,902 143,856,341
o
aintenance and 7.47 14,544,471 16,485,976 (1,941,505) 15,780,862
supplies
Utility cost 453 9,945,697 9,996,024 (50,327) 9,772,078
Administrati t
ministration cos 2.15 3,551,209 4,752,717 (1,201,508) 4,619,736
(Table 15)
Rental cost 1.36 2,730,507 3,012,324 (281,817) 3,024,076
Library materials 0.05 ; 110,888 (110,888) 288,784
Transfi ity of
ransfers to City o 0.58 999,542 1,283,882 (284,340) 918,420
Toronto and other
Amortization 1556 | 34,351,950 | 34,351,950 (0) 35,969,732
Total Expenses 100.00 | 217.756,265 | 220,841,748 (3.085,483) 214,230,029

The 2019 budget represents the initial 2019 Council-approved budget and does not
include in-year budget adjustments. Theincrease in staff costs from 2018 to 2019 is
primarily related to salaries and benefits COLA, the impact of Bill 148 on parental leave
and minimum wage, reversal of 2018 NYCL bridging strategy and additional budget
enhancements.

Table 15 - Administration cost

2019 2019 Variance 2018
Budget Actual Favourable / Actual
(Unfavourable

Professional & other services 833,291 |1,149,003 (315,712)| 1,225,977
Training & mileage 826,750 | 713,750 113,000 | 839,264
Supplies & services 32,000 68,798 (36,798)| 53,723
Programs, printing & 1,859,168|2,821,166 (961,998)]| 2,500,772
Total Administration cost 3,551,209|4,752,717 (1,201,508) | 4,619,736

Administration cost for 2019 totalled $4.7M [2018 - $4.6M], which is $1.2M higher than
budget, mainly dueto a $1.0M increasein programs, printing & advertising expenses,
which are funded by the Toronto Public Library Foundation, and $0.3M over-
expenditure in professional & other services is due to higher technical consulting and
legal costs.

CONCLUSION

The financial statements are considered draft until four outstanding matters are
cleared: update on legal confirmations; subsequent events procedures; the receipt of a
signed management representation letter; and Board approval of the draftfinancial
statements.
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A representative from PwC will be in attendance at the Board meeting.
CONTACT

Larry Hughsam; Director, Finance & Treasurer; Tel: 416-397-5946;
Email: lhughsam®@torontopubliclibrary.ca

SIGNATURE

Vickery Bowles
City Librarian

ATTACHMENTS

Attachment 1: Draft Audited Financial Statements - Toronto Public Library Board -
December 31, 2019
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Independent auditor’s report

To the Bowrd of Directors of Toronto Public Library Board

In vur opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of Toronto Public Library Board (the Board) as at December 31, 2019 and the results of its
operations and its cash flows for the year then ended in aceordance with Canadian public seetor
accounting standards,

What we have andited
The Board's financial stutements comprise:

° the statement of financial position as at December 31, 2019;

° the statement of operations and accumulated surplus for the year then ended;

. the statement of cash flows for the year then ended; and

® the notes to the tinancial statements, which inelude a sumnrary of significant accounting policies.

We conducted our audit in aecordanee with Canadian generally aceepted auditing standards. Our
responsibilities under those standards are further deseribed in the Auditors responsibilities for the audit
of the financial statements section of our report.

We belicve that the audit evidenee we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Independence

We are independent of the Board in accordance with the ethical requirements that are relevant to our
audit of the financial statements in Canada. We have fulfilled our other ethical responsibilities in
aecordance with these requirements.

TN 1CHE

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with Canadian public sector accounting standurds, and for such internal control as
management determines is neeessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

PriccwaterhouseCoopers LLP
PwC Tower, 18 York Street, Suite 2000, Toronto, Ontario, Canadu M5t ofi2
T: 1 410803 1130, F: +1 410 305 8215
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In preparing the finaneial statements, management is responsible for assessing the Board's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Board or to cease
operations, or has no realistic alternative but to do so.

Those charged with governanee are responsible for overseeing the Board's financial reporting process.
for’ il

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit condueted in accordance with Canadian generally aceepted auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economie
decisions of users taken on the basis of these financial statements,

As part of an audit in accordance with Canadian gencerally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or crror, design and perform audit procedures responsive to those risks, and obtain audit
cevidence that is sutficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

] Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the cireumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Board's internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

] Conclude on the appropriateness of management’s use of the going coneern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Board's ability to continue as a going concern.,
If we conclude that & material uncertainty exists, we are required to deaw attention in our auditor’s
report to the related disclosures in the finaneial statements or, if such diselosures are inadequate, to
modify our opinion. Our conelusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Board to cease to continue as
i going coneern.

° Evaluate the overall presentation, structure and content of the financial statements, including, the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.
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We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
contro] that we identify during our audit.

(to be signed - PricewaterhouseCoopers LLP /sl /s e.nerl)

Chartered Professional Accountants, Licensed Public Accountants

Toronto, Ontario
September @ @, 2020



Toronto Public Library Board

Statement of Financial Position
As at December 31, 2019

DRAFT

2019 2018
$ $
Financial Assets
Cash and cash equivalents 14,580,053 12,963,402
Accounts receivable
City of Toronto (note 3) 10,007,191 15,410,807
Other accounts receivable (note 3) 3,353,501 2,698,094
27,940,745 31,072,303
Liabilities
Accounts payable and accrued liabilities 23,233,609 26,639,932
Deferred revenues (note 3} 2,870,220 3,109,355
Employee benefits (note 4) 82,095,638 82,721,363
108,199,467 112,470,650
Net debt (80,258,722) {81,398,347)
Non-financial assets
Tangible capital assets (note 6) 357,030,160 340,900,518
Accumulated Surplus
Accumulated operating surplus 276,771,438 259,502,171

Commitments and contingencies (notes 5 and 7)

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, 2019

Revenues

City of Toronto (note 3)

Province of Ontario

Federal government

Fines and user charges

Investment income

Donations and other grants (note 3)
Other income

Expenses

Staff costs

Maintenance and supplies

Utility costs

Administration costs

Rental cosls

Library materials

Transfers to City of Toronlo and other (note 3)
Amortization of tangible capital assets

Surplus for the year
Accumulated surplus - Beginning of year

Accumulated surplus - End of year

The accompanying notes are an integral part of these financial statements.

DRAFT
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Actual Actual
Budget 2019 2018
3 $ $
{note 2)

226,826,360 220,861,738 214,288,896
5,678,427 5,712,163 5,845,281
- 129,735 194,005
4,630,121 4,278,382 4,285,453
139,500 637,758 445,094
162,800 3,234,059 2,875,012

__ 3,827,874 3,257,180 3,113,911

241,265,082 238,111,015 231,047,652
151,632,889 150,847,987 143,856,341
14,544,471 16,485,976 15,780,862
9,945,697 9,996,024 9,772,078
3,551,209 4,752,717 4,619,736
2,730,507 3,012,324 3,024,076
- 110,888 288,784
999,542 1,283,882 918,420
34,351,950 34,351,950 35,969,732
217,756,265 220,841,748 214,230,029
23,508,817 17,269,267 16,817,623
259,502,171 242,684,548
276,771,438 259,502,171

6



Toronto Public Library Board

Statement of Change in Net Debt
For the year ended December 31, 2019

Surplus for the year

Acquisition of tangible capital assets
Amortization of tangible capital assets

Change in net debt
Net debt — Beginning of year
Net debt — End of year

The accompanying notes are an integral part of these financial statements.

DRAFT

2019 2018

$ $

17,269,267 16,817,623
{50,481,592) (51,496,150)

34,351,850 35,969,732

1,139,625 1,291,205
(81,398,347) (82,689,552)

{80,258,722)

(81,398,347)

FOR DISCUSSION WITH MANAGEMENT ONLY - SUBJECT TO AMENDMENT
NOT TO BE FURTHER COMMUNICATED
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Toronto Public Library Board

Statement of Cash Flows
For the year ended December 31, 2019

Cash provided by (used in)

Operating activities

Surplus for the year

ltems not affecting cash
Amortization of tangible capital assets
Employee benefits expense

Changes in non-cash assets and liabilities
Accounls receivable
Accounts payable and accrued liabililies
Deferred revenues

Payments for employee future benefits

Capital activities
Acquisition of tangible capital assets

Financing activities

DRAFT

Repayment of Canada Life Assurance Company payable

2019 2018
$ $
17,269,267 16,817,623
34,351,950 35,969,732
4,907,507 2,810,099
56,528,724 55,597,454
4,748,209 3,270,070
(3,406,323) (4.734,454)
(239,135) 977,185
(5,533,232) (4.508,895)
52,008,243 50,601,360

(50,481,592)

{51,496,150)

Change in cash and cash equivalents during the year

Cash and cash equivalents — Beginning of year

Cash and cash equivalents — End of year

The accompanying notes are an integral part of these financial statements.
FOR DISCUSSION WITH MANAGEMENT ONLY - SUBJECT TO AMENDMENT
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- (148,424)
1,616,651 (1,043,214)
12,963,402 14,006,616
14,580,053 12,963,402
8



DRAFT
Toronto Public Library Board

Notes to Financial Statements
December 31, 2019

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 services that reflect the community’s unique needs. The Public Libraries Act (Ontario)
has also designated the Board as a special library service board to provide library resources and services to the
Ontario library community.

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 responsibility for most of the fundraising
activities for the Library. Fundraising efforts of the Foundation are to benefit the Library. The Foundation’s net
assets, revenues and expenses are not included in these financial statements as the Board does not control the
Foundation (note 3).

[~

Summary of significant accounting policies
Basis of accounting

These financial statements have been prepared by management in accordance with Canadian public sector
accounting standards (PSAS) for local governments as defined by the Public Sector Accounting Board of the
Chartered Professional Accountants of Canada. A summary of the significant accounting policies is as follows,

Revenue recognition

Government transfers, which include municipal, provincial and federal grants, are recognized in the yearin
which events giving rise to the transfer occur, providing the transfers are authorized, any eligibility criteria have
been met and reasonable estimates of the amounts can be made.

Donations and other grants are recognized as revenue when received or receivable if the amount to be received
can be reasonably measured and collection is reasonably assured. Donations and other grants received that
have restrictions are recognized as revenue to the extent the funds have been spent, with any unspent amounts
recorded as deferred revenue.

Revenues from user charges and other related services are recognized at the point of sale or when services have
been provided and collection is reasonably assured. Investment income earned on available current funds is
reported as revenue in the year earned.

Cash and cash equivalents

Cash and cash equivalents include cash on deposit, money market funds and short-term securities with original
terms to maturity of less than go days.

FOR DISCUSSION WITH MANAGEMENT ONLY - SUBJECT TO AMENDMENT
NOT TO BE FURTHER COMMUNICATED
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Toronto Public Library Board

Notes to Financial Statements
December 31, 2019

DRAFT

Included in cash is $194,233 (2018 — $136,694) of restricted amounts held in trust for employees eligible for
the sabbatical leave program and a $299,750 (2018 — $299,750) of Irrevocable Standby Letter of Credit issued
for a construction project.

Materials and supplies

Materials and supplies purchased for consumption in the Library’s activities are reported as an expense on the
statement of operations and accumulated surplus in the year of acquisition.

Tangible capital assets

Tangible capital assets are non-financial assets that are not available to discharge existing liabilities and are
held for use in the provision of services. They have useful lives extending beyond the current year and are not
intended for sale in the ordinary course of operations.

Purchased tangible capital assets are recorded at cost. Contributed tangible capital assets are recorded at fair
value at the date of contribution. The Board recognizes disposals when the tangible capital assets are considered
fully amortized, which is at the end of the useful lives for capital assets and vehicles and at the end of the lease
for leasehold improvements, or when the asset has been disposed of. Amortization is recognized on a straight-
line basis over their estimated useful lives as follows:

Buildings 50 years
Leasehold improvemenls term of the lease or useful life

estimated by management
Furniture, fixtures and equipment 5to 20 years
Vehicles 810 12 years
Library materials G 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.

‘The cost of normal maintenance and repairs, which does not significantly enhance the service potential of
tangible capital assets, is recognized as an expense in the year it has been incurred.

Impairment of tangible capital assets

The Board reviews the carrying amount, amortization and useful lives of its tangible capital assets regularly. If
the capital asset no longer has any long-term service potential to the Board, the excess of the net carrying
amount over any residual value is recognized as an expense in the statement of operations and accumulated
surplus.

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

Notes to Financial Statements
December 31, 2019

Contributed materials and services

Donated materials and services are not recorded in the financial statements except for special collections and
works of art, which are measured at fair value. During the year, there were contributions of special collections of
$125,767 (2018 — $186,542) and works of art of $60,016 (2018 — $7,640), which have been recorded as
revenues and expenses in the statement of operations and accumulated surplus.

Employee benefits
The Board has adopted the following policies with respect to employee benefit plans:

«  the Board makes contributions to the Ontario Municipal Employees’ Retirement System plan (OMERS), a
multi-employer pension plan, on behalf of most of its employees. OMERS is a defined benefit plan, which
specifies the amount of the retirement benefit to be received by the employees, based on the length of
service and rates of pay. Employees and employers contribute jointly to the plan. The Board'’s
contributions to OMERS are expensed when contributions are due, as the plan is accounted for as a
defined contribution 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 plans, calculated on a present value basis;

»  the costs of other employee benefits are actuarially determined using the projected benefits method pro-
rated on service and management’s best estimate of retirement ages of employees, salary escalation,
expected health-care costs and plan investment performance;

»  past service costs from plan amendments related to prior years’ employce services are accounted for in the
year of the plan amendment;

» employee future benefit liabilitics are discounted using the City’s cost of borrowing;

«  net actuarial gains and losses are amortized over the expected average remaining service life of the related
employee group, which ranges from 12 to 16 years; and

« the effects of a gain or loss from settlements or curtailments are expensed in the year they occur.
Financial instruments

PSAS allows the Library to classify its financial instruments as cither fair value or amortized cost. Currently, the
Library only classifies cash and cash equivalents at fair value. Financial instruments carried at amortized cost
include accounts receivable and accounts payable and acerued liabilities. They are initially recognized at cost
and subsequently carried at amortized cost, less any impairment losses on financial assets, except for
contributions, which are initially recognized at fair value.
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DRAFT
Toronto Public Library Board

Notes to Financial Statements
December 31, 2019

Write downs 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 write down recognized in the statement of operations and accumulated
surplus.

Budget figurcs

Budget data presented is based on the 201g operating and capital budgets approved by the City's 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 budget figures as presented in the
statement of operations and accumulated surplus.

Budget
amount
Revenues
Approved budgels
Operating 206,880,105
Capital 37,446,200
Less: Inter-budget transfers (3,061,223)
241,265,082
Expenses
Approved budgets
Operating 206,880,105
Capital 37,446,200
Less: Inter-budget transfers __(3,061,223)
241,265,082
Adjustments
Tangible capital assets
Library materials — included in operating expenses (20,414,567)
Building and equipment — capitalized for GAAP purposes (37,446,200)
Amortization 34,351,950
217,756,265
Adjusted annual budget surplus on PSAS basis 23,508,817

Use of estimates

The preparation of the financial statements in accordance with PSAS requires management to make estimates
and assumptions. The employee benefits liability and related costs charged to the statement of operations and
accumulated surplus depend on certain actuarial and economic assumptions. These estimates and assumptions
are based on the Board's best information and judgment and may differ significantly based on actual results.

3 Related party balances and transactions

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

Notes to Financial Statements
December 31, 2019

As part of the terms of the agreement between the Board and the City, the Board is funded by the City as
approved in its operating and capital budgets on an annual basis. Any operating excess or deficiency and any
unexpended capital project funding is to be transferred to or recovered from the City. In addition, in the normal
course of operations, the Board incurs costs for various expenses payable to the City. Such transactions between
the City and the Board are made at the agreed exchange amount. The Board also manages on behalf of the City
the capital program for libraries. As a result, the Board will incur capital expenses that are recoverable from the

City.

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

2019 2018
$ $
City funding receivable 11,502,973 14,822,367
Rental receivable 163,741 155,453
Operating expenses {(711.654) (229,953)
Operating surplus payable (20,759) (59,390)
Hydro charges (1,005,679) (532,262)
Capital project funding receivable 88,565 1,254,692
City of Toronto receivables 10,007,191 15,410,807
Payments to the City that are included in the statement of operations and accumulated surplus consist of the
following:
2019 2018
$ $
Maintenance 409,045 366,767
Rent 639,436 575,623
Utilities 6,173,368 6,401,476
Other 242,865 204,538
7,464,714 7,548,404

In addition, the City provided funding for capital purposes in the amount of $4,168,259 (2018 — $2,601,285).
The Board received $431,676 (2018 — $268,121) from the City, consisting of $286,972 (2018 — $254,828) in
rental income and $144,704 (2018 - $13,293) in miscellaneous income.

Insurance fund

The Board contributes to a fund held by the City that provides funding for vehicle, property and liability
insurance claim payments and related 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
$1,074,609 (2018 - $609,543) in contributions. This amount is included in Transfers to City of Toronto and
other in the statement of operations and accumulated surplus.

Vehicle and equipment reserve fund

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

Notes to Financial Statements
December 31, 2019

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

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 (2018 —
$344,588) in contributions to fund the purchase of vehicles. Contributions are included in Transfers to City of
Toronto and other in the statement of operations and accumulated surplus.

Expenditures of the fund amounted to $559,176 during the year (2018 - $226,574} and proceeds from vehicle
disposal amounted to $5,253 ( 2018 - $12,149). The balance of the Vehicle and Equipment Reserve Fund as at
December 31, 2019 was $836,348 (2018 — $1,048,271).

Toronto Public Library Foundation

The Board benefits from the fundraising etforts of the Foundation. During the year, the Board received
contributions of $2,947,424 (2018 - $4,0136,116) from the Foundation, of which $2,556,844 (2018 -
82,843,479) is included in deferred revenues. Of the amounts received and deferred from prior years,
$2,843,479 (2018 — $1,814,658) has been recognized in revenues. Included in other accounts receivable is
$317,470 (2018 — $219,124) owing from the Foundation.

4 Employee benefits

The Board sponsors defined benefit plans providing pension and other retirement and post-employment
benefits to most of its employees. The plans provide health, dental, life insurance, accidental death and
dismemberment insurance and long-term disability benefits to certain employees.

Information about the Board’s employee benefits, other than the multi-employer, defined benefit pension plan
noted below, is as follows.

Sick leave

'The Board's short-term disability plan for non-unionized employees provides salary protection to eligible
employees who are absent from work due to short-term illnesses or non-compensative injuries for up to

26 weeks of coverage each calendar year and/or per injury or illness. Absences greater than 26 weeks' duration
are covered under the Board's long-term disability plan.

Under the sick leave benefit plan for unionized employees, all new permanent employees are enrolled in a
short-term disability plan that does not include the accumulation of unused sick leave. The short-term disability
plan provides coverage for up to 130 days in a calendar year. Prior to April 1, 2010, employees were credited
with a maximum of 18 days' sick time per year. Unused sick leave could accumulate and employees could
become eligible for a cash payment, capped at one-half of unused sick time to a maximum of 130 days when
they leave the Board’s employment. Union employees, as of that date, were given the option of remaining on the
sick leave plan of 18 days’ sick time per year and the accumulation of unused sick time to a maximum of

130 days or moving to the short-term disability plan that does not include the accumulation of unused sick
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Toronto Public Library Board
Notes to Financial Statements

December 31, 2019

DRAFT

leave. The liability for the accumulated sick leave represents the extent to which sick leave benefits have vested

and could then be taken in cash by employees on termination of employment.

Workplace Safety Insurance Board (WSIB)

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 injuries at the workplace plus the administration cost as determinec by the WSID.

Post-retirement and post-employment benefits

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

The liability in relation to the above defined benefit plans has been noted, in aggregate, as follows:

Accrued benefit obligation

Net unamortized actuarial gain (loss)

Total employee benefit liability

Components of the accrued benefit obligation are as follows:

Post-retirement benefits
Disabled employees’ benefits

Income benefits
Sick leave benefits
WSIB

FOR DISCUSSION WITH MANAGEMENT ONLY - SUBJECT TO AMENDMENT
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2019 2018
$ $
84,032,278 76,502,340
(1,936.640) 6,219,023
82,095,638 82,721,363
2019 2018
$ $
52,920,671 46,787,876
5,754,658 5,586,831
9,187,595 8,568,508
15,295,139 14,838,142
874,215 720,983
84,032,278 76,502,340
15



Toronto Public Library Board

Notes to Financial Statements
December 31, 2019

‘The continuity of the accrued benefit obligation is as follows:

Balance — Beginning of year

Current year's service cost

Interest cost

Benefits paid

Ptan amendment - prior service cost
Actuarial loss

Balance — End of year

DRAFT

2019 2018

$ $

76,502,340 60,189,679

3,452,215 2,762,308

2,550,635 1,851,034
(5,533,232) (4,508,895)

5 320,150

7,060,320 15,888,164

84,032,278 76,502,340

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

components:

Current year's service cost
Amortization of net actuarial gain
Interest cost

Cash payments made during the year are as follows:

Post-retirement plans
Disabled employees’ benefits
Sick leave benefits

2019 2018

$ $
3,452,215 2,762,308
(1.095,343) (2,123,383)
2,550,635 1,851,034
4.907.507 2,489,959
2019 2018

$ $
1,766,941 1,804,895
1,085,325 1,029,749
1,258,550 1,083,340
4,110,816 3,917,984

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, 2018. The next actuarial valuation is expected to be

completed in 2021,
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Toronto Public Library Board

Notes to Financial Statements
December 31, 2019

‘The significant actuarial assumptions are as follows:

2019 2018
% %
Accrued benefit obligation
Discount rate
Post-retirement 2.7 34
Disabled employees, income benefit 2.4 31
Sick leave 25 3.2
wsiB 2.7 34
Accrued benefit cost
Discount rate
Post-retirement 2.7 34
Disabled employees, income benefit 24 31
Sick leave - WSIB 3.5 32-34
Health-care inflation
Hospital dental care and other medical 3.0-45 3.0
Drugs 5.5 55
Rate of compensation increase 3.0 3.0

‘Total employer contributions made to OMERS for the year amounted to $10,141,492 (2018 - 89, 27,145) and
are included in staff costs in the statement of operations and accumulated surplus.

5 Lease commitments

As at December 31, 2019, the Board is committed to the following annual operating lease payments for

facilities:

$

2020 2,538,369
2021 1,981,611
2022 1,508,445
2023 1,082,593
2024 967,101
Thereafter 8,482,803
16,560,922

FOR DISCUSSION WITH MANAGEMENT ONLY - SUBJECT TO AMENDMENT
NOT TO BE FURTHER COMMUNICATED
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Toronto Public Library Board

Notes to Financial Statements
December 31, 2019

6 Tangible capital assets

Tangible capital assets consist of the following:

Land

Buildings and leasehold improvements
Furniture, fixlures and equipment
Vehicles

Library materials

Assels under construction

Land

Buildings and leasehold improvements
Furniture, fixtures and equipment
Vehicles

Library materials

Assets under construction

DRAFT

2019
Accumulated

Cost amortization Net

$ $

15,376,262 - 15,376,262

333,214,954 107,940,286 225,274,668

60,997,993 27,613,465 33,384,528

2,748,350 1,797,805 950,545

118,730,321 58,262,197 60,468,124
21,576,033 - 21,576,033

552,643,913 195,613,753 357,030,160
2018

Accumulated

Cost amortization Net

3 $

15,376,262 - 15,376,262

324,408,907 101,978,636 222,430,271

59,964,191 26,213,881 33,750,310

2,890,802 1,878,125 1,012,677

116,899,612 57,146,408 59,753,204
8,677,794 - 8,577.794

528,117,568 187,217,050 340,900,518

During the year, there were capital additions in the amount of $50,481,592 (2018 — $51,496,150). Disposals for
the year were $25,955,247 (2018 - $29,384,951), which included only fully amortized tangible capital assets for

$nil in procceds.

= Contingencies

In the normal course of operations, the Board is subject to various arbitrations, litigations and claims. Where a
potential liability is determinable, management believes the ultimate disposition of the matters will not
materially exceed the amounts recorded 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 ¢an be estimated.

FOR DISCUSSION WITH MANAGEMENT ONLY - SUBJECT TO AMENDMENT
NOT TO BE FURTHER COMMUNICATED
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Toronto Public Library Board

Notes to Financial Statements
December 31, 2019

8 Risk management
Credit risk

Credit risk is the risk one party to a financial instrument will cause a financial loss for the other party by failing
to discharge an obligation. Accounts receivable are exposed to credit risk since there is a risk of counterparty
default. The Board provides an allowance for doubtful accounts to absorb potential credit losses.,

As at December 31, 2019, the harmonized sales tax recoverability amount represents $2,383,299 (2018 -
$1,9067,123) of the total of other accounts receivable balance.

As at December 31, 2019, the following other accounts receivable were past due but not impaired.

Over 120
K 1i:T3 Ay Sy days Total
$ $ $ $ $
Accounts receivable 3,018,290 6,072 30,674 298,465 3,353.501

The Board believes it has low exposure to credit risk.
Liquidity risk

Liquidity risk is the risk the Board will not be able to meet its financial obligations when they come due. All of
the Board’s accounts payable and accrued liabilities are due within the first six months of fiscal 2020. The
Board believes it has low exposure to liquidity risk.

Currency risk

The Board is exposed to foreign currency risk between the Canadian dollar and foreign currency primarily
because of its purchases in US dollars. Financial instruments subject to foreign currency risk include cash,
accounts receivable and accounts payable and acerued liabilities.

The Board does not use derivative instruments to reduce its exposure to foreign currency risk.

The Board believes the exposure to currency risk is low given the low magnitude and volume of foreign currency
transactions.

9 Subsequent event

Since December 31, 2019, the outbreak of the coronavirus pandemic has resulted in governments worldwide
cnacting emergency measures o control the spread of the virus. As a result, all Toronto Public Library branches
were closed after March 13, and all programs, room rentals and mobile library services were cancelled for an
indefinite period. These cvents may have a material impact on the Board's revenues earned in fiscal 2020 as
well as its workforce.

As the situation continues to evolve rapidly, the Board is unable to quantify the potential impact this pandemic
may have on its financial statements, However, the Board receives significant financial support from the City of
Toronto.

FOR DISCUSSION WITH MANAGEMENT ONLY - SUBJECT TO AMENDMENT
NOT TO BE FURTHER COMMUNICATED
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