	CONSOLIDATION OF HOSPITALS, 

SCHOOL BOARDS and COLLEGES



Q1.
Why are Hospitals, Schools Boards and Colleges being included in the Province’s Budget?
A.
The government first announced in the 2004 Budget that it would expand its financial reporting to include Hospitals, School Boards and Colleges in its financial statements starting with the 2005-06 Public Accounts and the subsequent (2007) Budget.  

The Province is including Hospitals, School Boards and Colleges in the Province’s budget and public accounts:

· in response to revised government accounting standards issued by the Public Sector Accounting Board (PSAB) of the Canadian Institute of Chartered Accountants (CICA); and

· on the advice of the Auditor General of Ontario.

The consolidation of these sectors also:

· improves transparency in government financial reporting, and

· enhances fiscal accountability for the spending of taxpayer dollars.

Q2.
Why has the Government advanced the timing of the including of Colleges, Hospitals and School Boards in the budget by one year?

A. 
The government has advanced the inclusion of Hospitals, School Boards and Colleges in the budget by one year to make it easier to compare the 2006 Budget with the 2005-06 Public Accounts published later this year. 
Implementing this change in the 2006 Budget will make it easier for the readers of the Province’s financial statements to compare the interim fiscal outlook for 2005-06 in this Budget with the actual financial results published in the 2005-06 Public Accounts later this year.

Q3.
Why does the Government support including the net expenses of Hospitals, School Boards and Colleges in the Province’s Financial Statements?

A.
The consolidation of these sectors improves the transparency of government financial reporting by including the net expenses for these major public sectors in the Province’s financial statements. If a sector overspends or underspends its planned net expenses, this will now be transparent to the readers of the Province’s financial statements by comparing the sector’s planned net expenses to their actual results.

Highlighting their net expenses in the Province’s financial statements enhances the accountability of the sectors for effectively delivering their services to the public in a cost effective manner.

Q4.
Why are consolidation adjustments made and what types of adjustments were made to submissions from by Hospitals, School Boards and Colleges?
A.
Under PSAB accounting standards, any gains or losses resulting from transactions internal to a government’s financial reporting entity should be eliminated. In addition, it is important to have the sectors’ accounts prepared on consistent accounting basis with that of the Province.  Accordingly, there are two main categories of consolidation accounting adjustments in calculating surpluses and deficits of the sectors. These are adjustments:

· to eliminate double counting of expenses; and

· for consistency with the Province’s accounting practices. 


Examples of these adjustments are provided in the Appendix to Paper A . 

Q5. 
Why are universities not included, if school boards and colleges are?

A.
The Auditor General of Ontario concluded that universities do not meet the criteria established by the Public Sector Accounting Board for their inclusion in the Province’s financial statements. 

Q6. 
Why are long-term care homes not included, if hospitals are?

A.
In its 2003 annual report, the Office of the Auditor General of Ontario encouraged the government to complete an assessment of Ontario’s hospital sector and its long-term care homes to determine whether these organizations warrant inclusion. As hospitals are the largest healthcare organizations in the province, an assessment of the hospital sector was undertaken first. This assessment concluded that hospitals meet the criteria established by PSAB for inclusion. 
The Province, along with the Auditor General, will be reviewing whether any other healthcare organizations, including long-term care homes, should be included in the Province’s accounts in the future. 

Q7.
Is the consolidation of hospitals consistent with the creation of the Local Health Integrated Networks (LHINs)?
A. 
The consolidation of hospitals into the Province's financial reporting is consistent with the creation of LHINs. Both support the strengthening of hospital accountabilities.
LHIN’s are mandated to facilitate the transformation of healthcare in Ontario by bringing the management of healthcare delivery to the community level. To achieve this, LHINs will manage functions such as planning; systems integration and service co-ordination; funding allocations; and evaluation of performance through accountability agreements.
Q8.
Does consolidation impact the funding of Hospitals, Schools Boards and Colleges?
A. No.  The consolidation impacts the accounting for hospital, school board and college expenses but does not affect the government’s funding of these sectors. The distinction between funding and expense is outlined in the Appendix  to Paper A. 

Q9.
By consolidating these organizations has the Province assumed greater responsibility for the affairs of hospitals, school boards and colleges?  Has the independence of these organizations to manage their affairs been reduced?

A.
These changes do not affect the governance of these sectors.   

The organizations comprising these sectors are accountable for balancing their actual expenses to those planned for the year.  The responsibilities and authority of the boards are unchanged by this revised accounting policy.  The revised accounting supports the accountability that these boards have to the Province, and to the public they serve, for managing the financial affairs of the organization in a responsible manner.

Q10.
Does consolidation impact ownership of assets?

A. 
No. The Province does not own the assets of these organizations. The sector organizations legal rights to their assets remain unchanged.
Q11.
What are the major implications of consolidation on the Province’s bottom line?

A. The major impacts of consolidation are that:

· the deficits/surpluses of the hospital, school board and college sectors impact the Province’s bottom line; and

· capital investments in the sector are depreciated  and charged to annual expenses over the years they provide service to the public instead of being charged immediately to current year expense.

Q12.
What are the major implications of consolidation on the presentation of the Province’s finances?

A.
The major implications of consolidation on the presentation of the Province’s finances in the Budget are:

· the net expenses of hospital, school board and college sectors are presented on separate lines in the Table of Expenses to highlight the spending of these sectors that is being supported by Provincial revenues.  Previous budgets included only the grants to these sectors as part of the relevant ministry’s program and capital spending;
· As most of the Province’s capital spending is now being accounted for as capital investments and depreciated over the years that the investments are providing service to the public, the financial presentation of capital has also changed:

· As depreciation is an ongoing annual expense, the capital expense table has been combined with the operating expense table into a total expenses table, consistent with the presentation in the Province’s Public Accounts;

· The schedule of net investment in capital assets table has been removed; and

· The gross capital investment table has been restructured into an infrastructure expenditures table; 

· The assets of these sectors, less their liabilities, are recorded on the



Province’s balance sheet, reducing its accumulated deficit.

Q13.
What is the dollar impact of consolidation on the Province’s 2006 Budget?
A.
The consolidation of the hospitals, school boards and colleges is projected to  increase the 2005-06 expenses of the Province by $32 Million and decrease the planned 2006-07 expenses by $104 Million.  


Q14.
Why has the Province’s Accumulated Deficit decreased by approximately $14 billion in 2005-06?
A.
The Province is consolidating hospital, school board and college sectors in the Province’s 2005-06 financial statements in order to comply with revised PSAB accounting standards.  

In consolidating these sectors, their net assets of $14 billion as at April 1, 2005 are recorded in the Province’s financial statements resulting in a one-time reduction of the Province’s accumulated deficit.  

Q15.
Where in the 2006 Budget can I find how much each Sector is getting?
A. The net expenses of each sector for years 2005-06 and 2006-07 are shown in the Appendix to Paper A, Table A4. Programs are shown in graphs and/or tables in the Budget Paper A.


For comparison to prior year Budget formats, a table showing planned grants and net expenses of each sector for 2006-07 is presented in the Appendix to Paper A. 
Q16.
Why are surpluses being projected for the Hospital, School Board and College sectors in the 2006-07 plan? 

A. The surpluses/deficits of the sectors are composed of their operating surplus/deficit plus their capital surplus/deficit. The sector surpluses in 2006-07 result largely from the accounting adjustments on consolidation.  These adjustments are primarily to recognize the depreciation of the sectors’ capital assets over the years they are providing service to the public. To the extent that the Province invests more capital in a sector in a year than the sector’s capital depreciates in that year, the sector will have a capital surplus. Overall, the forecast surplus is less than ½ of 1% of sector net expenses. 

Q17.
Why are the sector net expenses not equal to the sector grants?

A.
The net expenses are the total operating and capital grants provided to the sector plus or minus their operating and capital deficits or surpluses. 

To the extent that the Province’s new capital investment in a sector exceeds the sector’s capital depreciation in a year, the sector has a capital surplus. To the extent the sector‘s operating grants exceed their net operating expenses, the sector has an operating surplus. 

To the extent that the sector’s capital depreciation in a year exceeds the Province’s new capital investment in the sector, the sector has a capital deficit. To the extent the sector‘s net operating expenses exceed their provincial operating grants, the sector has an operating deficit.

Q18.
How did the government arrive at its net expense for the sectors?  

A.
Sector net expenses reported in the Budget are the forecasts of the responsible sector ministry based on historical experience and ministry policies. These net expense forecasts are consistent with ministry’s operating and capital grant forecasts. Net expenses have been adjusted for required consolidation accounting entries.

Q19.
Do PSAB standards require disclosure of net expenses?

A.
PSAB standards currently permit hospitals, school boards and colleges to be included in the Province’s financial statements on a “one-line” net expense basis.  PSAB is currently recommending that governments’ move to line-by-line consolidation of hospitals, school boards and colleges in their financial statements starting in 2008-09.   

Q20.
Will there be any consequences for a sector organization not balancing its budget?

A.  
Yes.  The accountability arrangements emphasize the need for balanced budgets and outline remedial actions to be taken in the event agreed-upon financial performance measures are not met. 
Q21.
What are Third Party revenues? 

A.
Third Party revenues are revenues received by Hospitals, School Boards and Colleges from sources other than the Government of Ontario.  

Patient fees and ancillary revenues from the operations of cafeterias, etc. make up the majority of hospital third party revenues.

Tuition fees make up the majority of college third party revenues.

The education portion of property taxes makes up the majority of third party revenues for school boards.

Q22.
Has the Province assumed legal liability for debt of these organizations? 

A.
No. The Province has no legal responsibilities for the debt of these organizations. As the Province provides the majority of funds to these organizations, the Province has always had a responsibility to ensure the financial viability of these organizations that are delivering important services to the public.

Q23. 
What is the Public Sector Accounting Board (PSAB)?   
A.
The Public Sector Accounting Board is the body authorized by the Canadian Institute of Chartered Accountants to issue accounting standards for governments in Canada. The federal, provincial, territorial and municipal governments in Canada adhere to PSAB accounting standards in the preparation of their financial statements. 

Q24.
Does the Province have rights to a sector organization’s third party revenue, as these amounts are included in net expenses?

A.
No.  The Province does not have rights to the sector organization’s third party revenues.  The sector uses their third party revenues to fund a portion of their expenses. The remaining portion of their expenses is largely funded by the Province.
Q25.
Is the Government consolidating these organizations in the 2006 Budget because it will improve the deficit position of the government?

A.  
No.  It is being done to comply with the revised Public Sector Accounting Board standards for governments in Canada. Both sector surpluses and deficits impact the Province’s bottom line. In 2005-06, the consolidation of these sectors increases the Province’s forecast deficit by  $32 million.  
Q26.
Will the financial results of each Hospital, School Board and College be reported in the Province’s financial statements?
A.
No.  The financial results of colleges, hospitals and schools are disclosed in their own financial statements. The combined results of the sector, adjusted for consistency with the Province’s accounting, are reported in the Province’s financial statements. 

Q27. 
What are the major implications of consolidation on the Province’s net debt?

A.
The consolidation of hospitals, school boards and colleges does not impact the Province’s net debt as the net assets of these organizations are accounted for as a non-financial asset.  Non-financial assets impact the Province’s accumulated deficit but it does not impact its net debt. 

Q28. 
What other organizations are currently consolidated in the Province’s financial reporting entity?
A.
Currently the Province includes 33 government organizations in its financial reporting entity. These include the government business enterprises such as Hydro One and the LCBO, and other government organizations, such as GO transit and the Ontario Science Centre. A full listing of these organizations is published in the Public Accounts.

Q29. 
Why does the government support the inclusion of these sectors on “one-

line” in the financial statements?

A.
In the view of the Province, one-line consolidation is a better treatment.  These sectors are accountable for delivering quality services to patients, students and other recipients in a cost-effective manner.  The one-line presentation clearly highlights the sectors’ bottom-line accountability to the people of Ontario for the tax dollars they spend on delivering these services.
Q30.
How does one-line consolidation differ from full line by line consolidation?
A. Under the “one-line” bases of consolidation, total assets of included sectors, net of their total liabilities, are shown as a single line in the Province’s Statement of Financial Position.  Similarly, the expenses of sectors, less their revenue received from sources other than the Province, are shown as a single net expense line item in the Province’s Schedule of Expenses.

Under “line-by-line” full consolidation, sector organizations’ revenues and expenses, and their assets and liabilities, would be combined with the same item in the Province’s financial statements.  

Under either method, the net bottom line impact is basically the same.  “One-line” vs. “line-by-line” differs in presentation.


Q31.
What were the amendments to the Audit Act as related to Hospitals, School Boards and Colleges?
A.
As of April 1, 2005, amendments to the Audit Act allow the Auditor to conduct discretionary, value-for-money audits on grant-recipient organizations and Crown-controlled corporations.  This does not apply to grants to municipalities but does allow the Auditor to determine whether a municipality spent a conditional grant for the purposes intended. 


Specifically, this amendment expands the Auditor’s value-for-money audit mandate to organizations in the broader public sector that receive government grants, such as hospitals, colleges, and school boards.


A “value-for-money mandate” of the Auditor General is to assess whether: 

· Public resources are well administered;

· Government activities are managed with due regard to economy and efficiency; and

· Procedures to measure and to report on the effectiveness of programs have been established and are operating satisfactorily.

Q32.
Why is the Government planning on advancing the date of tabling the 2005-06 Annual Report and Consolidated Financial Statements this year?
A.
Consistent with other initiatives to improve transparency, advancing the date of tabling the 2005-06 Annual Report and Consolidated Financial Statements will provide more timely information on the Province’s financial results.  

Q33.
When is the planned date for release of the 2005-06 Annual Report and Consolidated Financial Statements this year?
A.
At this point in time, no specific date has been set.  The 2006 Budget is being released approximately two months earlier than the 2005 Budget.  The 2004-05 Annual Report and Consolidated Financial Statements were issued on September 27, 2005. It is expected that the 2005-06 Annual Report and Consolidated Financial Statements will also be advanced approximately two months. 

Q34.
What are the dates of release of the provincial Budget in previous years?  

A.
In the past six years the Budget was released on the following dates:

· May 11, 2005

· May 18, 2004

· March 27, 2003

· June 17, 2002

· May 9, 2001

· May 2, 2000

Q35.
Why is the government considering amendments to the Public Service Act (PSA)?
A.
The government is considering amendments to the Public Service Act to modernize the management framework, and to support the strong culture of ethics in the Ontario public service.

As part of our agenda to modernize government, the Ministry of Government Services is conducting stakeholder consultations on revisions to the Public Service Act in March and April 2006.  


This initiative seeks to embed in legislation the fundamental principles of public service:  accountability, merit, non-partisanship and professionalism, and to provide a strong ethical framework for public servants.
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