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Topics for Discussion

1. Pension Panel Next Steps

2. IFRS-US GAAP decision

3. Presentation of Broader Public Sector Organizations

{ DATETIME:1 }
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1. PENSION PANEL UPDATE

{ DATETIME:1 }
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Report Release Strategy  

 The Panel has confirmed the report has been finalized, 
with no changes following the meeting with the Auditor 
General on February 3.

 Report is planned to be released Monday February 13.

 Panel will hold a press conference Monday at 10am.

 Opposition briefing to be offered Monday afternoon.

{ DATETIME:1 }
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2. IFRS-US GAAP DECISION

{ DATETIME:1 }
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IFRS-US GAAP Decision

 Expecting revised impact from OPG at end of February
• Both alternatives re: measuring impact of ARO – 

updating rate annually and at time of ONFA update

 Timing of communication of decision
• Clarity with Hydro One and OPG
• Clarity with AG for planning purposes

{ DATETIME:1 }
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2. PRESENTATION OF 
BROADER PUBLIC SECTOR 
ORGANIZATIONS

{ DATETIME:1 }



8

Purpose
 Background on presentation basis for hospitals, school 

boards and colleges 

 Overview of impacts of change to line-by-line 
presentation

 Timing considerations

 Other considerations
• Stakeholdering 
• Communications
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Background
 Key dates for BPS consolidation

• 2004 Budget
− Government announced its plans to include BPS (hospitals, colleges, and 

school boards) in the Province’s financial reports starting with the 2006 Budget 
and 2005-06 Public Accounts

• 2006 Budget & 2005-06 Public Accounts
− First year BPS is consolidated on a one-line basis on both balance sheet and 

statement of operations

• 2009 Budget & 2009-10 Public Accounts
− Change in BPS presentation to line-by-line for balance sheet only, retaining 

one-line presentation on the statement of operations
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Matter for Consideration
 Ontario continues to reflect a “one-line” net expense presentation for 

the BPS in the statement of operations for its BPS consolidations in 
the Public Accounts and Budget  -- Net expense for hospitals, 
school boards and colleges (total expense less 3rd party 
revenues) is included in line ministry expense

 Under PSAB, other jurisdictions apply a line-by-line consolidation 
approach for hospitals, school boards and colleges (3rd party 
revenues reflected under revenues, expenses reflected on a gross 
basis)

 Ontario’s presentation was agreed to by the AG in 2009 on the basis 
that the one-line presentation does not impact the Province’s net debt 
or deficit

 The current AG supports line-by-line presentation
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Current Approach

 Excluding government business enterprises, Ontario’s financial 
reports reflect two different presentation approaches for controlled 
government organizations:

• Hospitals, school boards and colleges – line-by-line for balance sheet, one 
line net expense basis for statement of operations 

• Other controlled government organizations - line-by-line for both balance 
sheet and statement of operations

 Presentation basis rationale (per 2009 Budget) 

• A one-line consolidation format for the BPS sectors best represents the bottom-
line fiscal accountability of these organizations to the Province for managing 
these public funds

• It provides a more easily understood presentation of financial results and better 
respects the fiscal accountability of BPS organizations. 
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Fiscal and Presentation Impact
 A change in presentation would not impact the Province’s annual 

surplus/deficit; however, both revenues and expenses would be 
grossed up by the amount of 3rd party revenues (approx. $8.0 B in 
2015-16)

 Impact to presentation of public documents (see 
appendices)
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Financial Indicator Impacts
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 Program Spending per Capita will be unfavorably impacted under the line-by-line approach. In 2016 Budget, 
it was stated that Ontario will retain the lowest program spending per capital in Canada. The pro forma 
calculation shows that Ontario will remain the lowest under the line-by-line approach. However, it needs to be 
closely monitored since Ontario will be only marginally lower than BC (about $100) and change in population 
of Ontario and BC may also alter the ranking.   

 Considerations for other indicators 
• OFA is held accountable for the overall IOD variance, but has no control over the BPS 3rd party interest 

expense ($372M for 2015-16, about 3% of the total IOD).
• The change will favorably impact the rating. S&P has already factored the BPS 3rd-party revenues in 

their rating. 
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Other Considerations

 Change to line-by-line presentation of the BPS would impact the 
composition of total expense for the Province (See Appendix 3)
• Transfer payments will decrease (replaced with gross line-by-line spending of the 

BPS)

• Other expense line items will increase (e.g. Salaries and Wages, Services, etc.) 

 Historical results in the financial reports (Budget, Public Accounts) 
would be restated for consistent presentation (line-by-line) for 
comparability

 Program expense allocation would increase for BPS sector ministries

 Non-controllable BPS third-party revenues would be forecasted and 
reported together with Province’s revenues

 Consistency with line-by-line presentation for other government 
organizations of the Province and comparability with practice of other 
jurisdictions
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Options

1. Status Quo 
2. Change to line-by-line presentation basis for hospitals, 

school boards and colleges for the Statement of 
Operations

• Determine appropriate date to make the change
− Alternative 1: Implementing change starting in Budget document

» 2017 Budget – sufficient time for stakeholdering 
/communications?

» 2019 Budget 
− Alternative 2: Implementing change starting in Public Accounts

» 2016-17 Public Accounts
• Sufficient time for Public Accounts instructions for sector 

ministries?
• Budget 2016-17 will be presented on a re-stated basis in 

Statement of Operations in Public Accounts
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Options (cont’d)
Options Advantage Disadvantage

1. Status Quo No updates or communications 
required

Maintains inconsistencies in financial 
reporting between BPS and other 
government orgs which require 
explanations and impact analysis of the 
different approaches to stakeholders 
(e.g. TBS partners)

Limits transparency and lacks 
comparability with other jurisdictions 

Will require additional customization to 
IT systems (e.g. Hyperion Reporting 
Tool) to accommodate both approaches 
in the future

2. BPS  line-by-line Aligns financial reporting with other 
government agencies’ consolidations

Provides for enhanced inter-
jurisdictional comparability

Fully complies with PSAB standards

Change in revenue and expense 
presentation would require increased 
communication and disclosure 

Co-mingling of non-controllable BPS 
sector revenues with provincial 
revenues gives impression of access to 
additional funds at government’s 
discretion
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Recommendation
 Recommend changing the consolidation approach to line-by-line 

(year of change – 2017 Budget or 2016-17 Public Accounts)

• Compliance: fully comply with PSAB’s principle of consolidations
• Consistency: one consolidation approach for all government organizations 
• Comparability: consistent with other jurisdictions’ reporting practice

May consider retaining Schedule 10 (Appendix 5) to disclose the current 
net expense presentation for BPS sectors in the Public Accounts 

 To assist with communications if the change is to be implemented 
starting in 2017 Budget, consider including a supplementary 
schedule to the 2016-17 consolidated financial statements
• Present a proforma Statement of Operations reflecting the proposed 

line-by-line approach (See Appendix 2)
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Implementation Considerations
 Stakeholder management

• Impact to BPS sector ministry’s expense management approach
• Impact to PEMD/CPD’s reporting and expenditure management 

process

 Impact to presentation of Expenditure Estimates
• Impact to BPS sector ministries (see Appendix 9) 
• BPS related IOD will be reflected in MOF’s budget/expenditures 

through consolidation adjustments

 Potential impact to Public Accounts process
• Need to evaluate impact to reconciliation/consolidation 

procedures for income statement items

 Communications
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Appendix 1: Impact on Presentation of 
Public Accounts
 Impact on presentation within the financial statements:

• Balance Sheet – no impact (already line by line)
• Statement of Operations – Revenues and expenses would increase by the same 

amount (i.e. third-party revenue - $7.8B for 2015-16)  
• Impact to other Schedules in Public Accounts:

− Revenue Schedules 1 and 2 will include third-party revenue from BPS
− Schedule 3 (Expense by Sector) 

» A decrease in transfer payments to BPS and a reciprocal increase to other 
expense line items.  

» An increase  in total expense for the BPS sectors 
» The “Net Impact of BPS” line item will be removed. 

− Schedule 4 (Expense by Ministry) will reflect an increase to expense for the 
BPS ministries. 

− Schedule 10 showing BPS details may be removed/modified.

See Appendices 2 – 5 for pro-forma Public Accounts disclosures for illustrative purposes.
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Appendix 2 – Sample Public Accounts 
with BPS on a line-by-line basis
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Appendix 3 – Sample Public Accounts 
with BPS on a line-by-line basis
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Appendix 4 – Sample Public Accounts 
with BPS on a line-by-line basis
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Appendix 5 – Sample Public Accounts 
with BPS on a line-by-line basis
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Appendix 6: Impact on Budget and 
Expenditure Estimates Presentation 

 No fiscal impact to the overall provincial surplus/deficit forecast
 No impact to appropriated line items
 Presentation of Budget

• Total BPS sector ministry expense will increase
• Total provincial revenue will increase by the same amount

 Presentation of Printed Estimates
• Deficit impact to the consolidation adjustments (operating/capital) 

since 3rd party revenues will be adjusted to CRF revenues

See Appendices 7 – 8 for sample 2016 Budget tables and charts presentation under the 
one-line and line-by-line approach

See Appendix 9 for sample Expenditure Estimates
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Appendix 7 – Sample 2016 Budget Table 
One-line Line-by-line

CONFIDENTIAL - FOR INTERNAL 
DISCUSSION PURPOSES ONLY

Change:
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Appendix 7 – Sample 2016 Budget Table 
(cont’d) 

One-line Line-by-line
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Change:
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Appendix 8 – Sample 2016 Budget Charts

ONE-LINE LINE-BY-LINE
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Appendix 8 – Sample 2016 Budget Charts 
(cont’d)

ONE-LINE LINE-BY-LINE
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Appendix 9 – Sample 2016 Expenditure Estimates
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One-line

Line-by-line

3rd party revenues 
are consolidated to 
the CRF

3rd party revenues 
are netted against 
operating expense

Note: BPS related IOD (interest expense net of interest revenue) will be reflected in MOF’s budget/Estimates through consolidation adjustments. 
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Appendix 9 – Sample 2016 Expenditure Estimates 
(cont’d)
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One-line

Line-by-line

3rd party DCC is 
consolidated to the 
CRF

3rd party DCC 
netted against 
amortization 
expense
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Appendix 10 - Additional Information
 The net expense of the BPS sectors is not presented separately in the Budget or Fall 

Economic Statement
• Previous to the 2010 Budget, the BPS sectors’ net expense was separately identified 

in all public finance documents.  Starting in 2010, the BPS sectors’ net expense was 
rolled up into it’s responsible ministry expense lines

• Further details on net expense of the BPS sectors are presented in Schedule 10 of 
the Public Accounts (actual results only)

 While the province has taken the position of a “bottom-line” fiscal accountability 
relationship with the BPS sector, it acknowledged and agreed to present the balance 
sheet on a line-by-line basis in accordance with PSAB as a compromise position with the 
Auditor General in 2009.

 Since other senior governments use the line-by-line approach to consolidate their BPS 
organizations’ Statement of Operations, comparability of financial information with other 
jurisdictions is not readily apparent to the public.

 In the 2010 Auditor General’s report, the  AG noted that the province had made a 
“departure from PSAB standards”, but at the time did not feel this “unique” presentation 
had a “material impact on the fairness of the financial statements”.
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