ACCOUNTING TREATMENT FOR ONE-TIME TRANSFERS
WITH ENHANCED ACCOUNTABILITY PROVISIONS
(Revised Jan, 2017)

Purpose:

The purpose of this guidance is to identify the nature of the accountability provisions which may
be associated with one-time transfer payments that qualify for immediate expense treatment in
the current period.

Definition of One-time transfers:
One-time transfers are defined as lump-sum operating or capital transfers that

e are not advancing currently planned future transfer payments under an existing on-going
program, or

e are not identified as being intended to be spent in specified future periods or
over a specified period of time.

Background:

Transfer payments are a means by which the government works with third parties to
deliver public services. Transfer payment recipients must be held responsible by the
government to deliver the provincially-funded services and be accountable for the funds
they receive. Consistent with the Transfer Payment Accountability Directive, August,
2007, a risk-based approach is to be followed in designing the appropriate accountability
and reporting mechanisms for specific funding agreements.

The current PSAB Handbook Section 3410, Government Transfers requires that a government
transfer should be recognized by a transferring government as an expense in the period the
transfer is authorized and all eligibility criteria have been met by the recipient.

To recognize a liability and expense as at year-end,;

¢ the government must create a valid expectation of the recipient by year-end, leaving the
government little or no discretion to avoid but to settle its obligation.

¢ no significant, contingent actions should be outstanding which if unfulfilled by year end might
cause the transfer not to occur

It is understood that the intention of negotiating a transfer payment agreement following the
government’s commitment to the recipient is to work out the administrative details of the
arrangement, not to change any key elements of the government’s commitment. As such, any
correspondence which indicates that funds will not be flowed until a TPA is signed should make clear
that the nature of additional details to be negotiated are logistical and administrative in nature (bank
account info, reporting requirements, etc.)

The government should not suggest or direct the recipients to use the funding for future periods.

To enhance accountability controls over one-time transfers accountability provisions one
through five below are required for one-time transfers.



1. Description of intended use of one-time transfer funds;
o specific purpose(s) for which the funds are to be used; and,
e the nature of eligible expenditures relevant to the transfers.

2. Report-back requirement for Public Accountability
o Periodic reporting on the use of transfer funds, service deliverables, outputs or outcomes
achieved.

3. Right to independent verification/audit
e at the discretion of the Province to verify/audit information submitted by the recipient is
complete and accurate, and that funds were used for purposes intended.

4. Right to recover funds (corrective action)
o If the funds were not used, or will not be used, for the intended purpose(s), specified
services were not delivered, or intended outputs were not achieved, the Province has
the right at a future date to recover funds transferred.

5. Requirement for information (this item optional)
e information to be provided by the recipient at a future date with respect to the use of
transfer funds, service deliverables, outputs or outcomes achieved.

To qualify for in-year expense treatment, the transfers must meet satisfy the following:

o be approved by Treasury Board / Management Board of Cabinet and then ratified by
Cabinet by March 31st;

¢ the ministry providing the transfer must have approved appropriations and spending
authority by March 31st;

o the recipients must be eligible to receive the grant by March 31st(i.e. eligibility criteria
have been met prior to March 31st), and the intent to make the transfer payment must be
communicated to the recipients by March 31st.

¢ In addition, funding details including accountability provisions must be communicated to
the recipients, and the transfer payments must be made to the recipients prior to the
finalization of the Public Accounts (currently June 30t).

e Where funds are flowed to recipients by March 31%, all amounts flowed are deemed to
be an expense, even where conditions might exist which remain unmet at March 31°'.



