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Québec’s financial statements comply and 

will continue to comply with accounting standards 
 

Québec City, March 1, 2012  According to the Québec Minister of Finance, the 
revised standard on transfers that will come into force on April 1, 2012 will allow the 
government to maintain its current practice. For over 30 years, the Québec 
government has funded a share of the investments of the municipalities, for example 
in wastewater systems, water supply systems and public transportation, and the 
capital assets of the universities by granting annual subsidies to cover 
reimbursements of capital and interest. 
 
This allows the government to match its spending to infrastructure use, which is fair 
for taxpayers from an intergenerational standpoint. The annual subsidies are 
stipulated in each agreement signed with the municipalities and the universities. The 
subsidies must be submitted each year to the National Assembly of Québec for 
approval through the adoption of appropriation acts. 
 
A revised accounting standard comes into force on April 1, 2012 
Starting April 1, 2012, governments must apply the new accounting standard on 
government transfers. According to the new standard in Section PS 3410 of the 
Public Sector Accounting Handbook of the Canadian Institute of Chartered 
Accountants (CICA), the government must record expenditures in the fiscal year in 
which the transfer is authorized and in which the beneficiary satisfies the eligibility 
criteria (Appendix I).  
 
Position of the Ministère des Finances 
Bearing in mind that only the Parliament of Québec, i.e. the National Assembly and 
the Lieutenant-Governor, may authorize expenditures, the standard must be 
interpreted as implying the need for transfers to first be authorized by Parliament 
before the government may record transfer expenditures. The Canadian Constitution 
confers on Parliament the power to authorize the government to make expenditures. 
Consequently, the recording of transfer expenditures must be aligned with 
Parliamentary authorization, which must reflect the legal commitment contracted by 
the government in respect of the beneficiaries. 
 
According to the Auditor General of Québec’s interpretation, transfer expenditures 
must be fully recorded by the government as the work progresses. The Auditor 
General believes that the government’s actions prior to the authorization to spend 
given by the National Assembly of Québec are sufficient to deem the entire 



commitment made by the government to be authorized and that the commitment 
must, consequently, be recorded as expenditure. 
 
The Ministère des Finances has indicated to the Auditor General that he cannot 
prepare the government’s financial statements by assuming that Parliament will grant 
credits in future years. This would go against the right and prerogatives of 
parliamentarians. Such an interpretation would mean that the National Assembly’s 
authorization would be assumed of all commitments made by the government. 
 
Independent public accounting firms have confirmed the current practice 
Three public accounting firms consulted in this respect, Ernst & Young, 
PricewaterhouseCoopers and Samson Bélair/Deloitte & Touche, have confirmed the 
position of the ministère des Finances in independent opinions (Appendix II). 
Moreover, the department has obtained legal advice supporting its interpretation that 
enabling power for the purposes of authorizing the expenditure, under the new 
standard, is vested in the National Assembly and not in the government. 
 
Financial impact of the new accounting standard 
When the Public Sector Accounting Board (PSAB) adopted the new standard, it did 
not believe that it would introduce substantive changes in relation to the old standard. 
However, the Ministère des Finances wishes to point out that such would not be the 
case were the Auditor General of Québec’s interpretation of the standard to be 
accepted. 
 
The Ministère des Finances wishes to emphasize that all of the amounts are already 
clearly disclosed in the government’s financial statements as contractual obligations. 
 
Moreover, in the case of programs administered by bodies, for example the Société 
de financement des infrastructures locales du Québec and the Société d’habitation du 
Québec, the financial assistance does not require the annual authorization of credits 
by the National Assembly since the latter has conferred on the bodies’ boards of 
directors, pursuant to their enabling legislation, the power to authorize their financial 
commitments. In this context, the Ministère des Finances has drawn the preliminary 
conclusion that, because of the new standard, the accumulated deficits and liabilities 
will increase by $1.2 billion as of April 1, 2012, representing the contractual obligation 
of SOFIL and SHQ as of this date. 
 
 
Other impact of the new accounting standard 
Aside from the budgetary impact, the Auditor General of Québec’s interpretation 
would lead to significant changes in the powers of the National Assembly, those of 
the government in respect of budgetary control and in the relationship that has 
existed for over 30 years between the Québec government, the municipalities and 
the universities. The government would, therefore, have to: 

– contemplate amending the manner in which the National Assembly adopts the 
appropriations pertaining to government transfers; 



– review planning and the method of funding the investments granted to the 
municipalities and the universities; 

– assess the new standard’s impact on all of the government’s commitments. 
 
This would mark a sweeping change in the procedures that Québec follows. 
 
The Ministère des Finances deems compliance with public sector accounting 
standards to be a priority. Over the past five years, the Auditor General has not 
issued any restriction or comment on the government’s financial statements. The 
department intends to pursue this course and to rigorously, transparently apply the 
revised standard to government transfers. 
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APPENDIX 1 
 

Excerpt from Section PS 3410 of the Public Sector Accounting Handbook  
of the Canadian Institute of Chartered Accountants (CICA) 

 
 
.28  For a transferring government, a government transfer is authorized for the 
purposes of this Section when the authorization described ... is in place. 
 
a) There is evidence that both of the following have occurred by the financial 

statement date: 

i. the enabling authority to provide a transfer is in place, which is conveyed 
through approved legislation, regulations or by-laws of the transferring 
government; and  

ii. an exercise of authority under that approved legislation, regulations or by-
laws has occurred. In essence, a decision has been made by the 
transferring government under the approved legislation, regulations 
or by-laws that clearly demonstrates that it has lost its discretion to avoid 
proceeding with the transfer. 

 
 
 
 
 
 
 
 



APPENDIX 2 
 

Conclusions of the opinions of public accounting firms 
 

 
 
PricewaterhouseCoopers 
 
« Pour le contrat avec l’OSBL, nous considérons qu’il est raisonnable de conclure 
que le SP 3410 permet de considérer l’approbation des crédits comme constituant la 
disposition légale établissant le pouvoir habilitant d’effectuer le paiement de transfert. 
Ceci devient donc un choix de politique comptable acceptable à appliquer de façon 
cohérente sous SP 3410. 
 
Par conséquent, il serait approprié de comptabiliser à titre de charge et de passif les 
paiements de transfert pour l’aide financière pour lesquels les critères d’admissibilité 
sont rencontrés et pour lesquels les votes des crédits ont été obtenus correspondant 
à la période visée par ces crédits. 
 
Nous avons tiré une conclusion cohérente et similaire pour le contrat de subvention 
avec l’institution d’enseignement. » 
 
 
Samson Bélair / Deloitte & Touche 
 
« Nous sommes d’avis que dans le cas spécifique des paiements de transfert, la 
nouvelle norme comptable accorde une importance prépondérante aux dispositions 
légales afin de déterminer si une autorisation a été effectuée ou non. En 
conséquence, dans le cas de l’entente conditionnelle à l’approbation de crédits 
budgétaires que nous avons analysée dans notre rapport du 27 juin 2011, un passif 
et une charge ne seront constatés que lorsque les crédits appropriés seront votés par 
le Parlement du Québec, En effet, il a été déterminé que le gouvernement conserve 
un pouvoir discrétionnaire tant et aussi longtemps que le vote des crédits annuels 
n’est pas réalisé. » 
 
Ernst & Young 
 
« Suite à nos travaux, nous avons pu conclure que l’application et l’interprétation 
faites de la nouvelle norme sur la comptabilisation des paiements de transfert par le 
Contrôleur des finances étaient appropriées pour les deux ententes que nous avons 
analysées. Ainsi, le gouvernement du Québec doit seulement comptabiliser, dans 
l’année financière se terminant le 31 mars 2012, les paiements de transfert qui auront 
fait l’objet d’un vote des crédits pour l’année 2011-2012 en fonction des critères 
d’admissibilité qui seront satisfaits. » 
 
The opinions of the public accounting firms can be consulted on the Ministère des 
Finances website (www.finances.gouv.qc.ca). 
 

http://www.finances.gouv.qc.ca/
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