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              STAFF REPORT 
             ACTION REQUIRED 

  
 
Draft Consolidated Financial Statements of Toronto Transit 
Commission for the Year Ended December 31, 2016   
 

Date: May 29, 2017 

To: TTC Audit & Risk Management Committee  

From: Chief Executive Officer 

 
Summary 
 
The TTC is required to prepare annual financial statements, to arrange for them to be 
audited by external auditors and, to forward them to the City. 
 
TTC’s 2016 consolidated financial statements present TTC’s 2016 financial results and 
financial position as of December 31, 2016.  
 
Recommendations 
 
It is recommended that the Audit & Risk Management Committee 
 
1. Approve the report; and 
 
2. Approve forwarding a copy of the approved consolidated financial statements of 

the TTC to the TTC Board and then to the City Clerk for appropriate handling. 
 
Implementation Points 
This report must be approved at the May 29, 2017 TTC Audit & Risk Management 
Committee Meeting to ensure timely submission to the June 15, 2017 TTC Board 
Meeting and then to the June 27, 2017 Audit Committee Meeting of the City of Toronto. 
 
Financial Summary 
There are no financial implications resulting from the adoption of this report. 
 
Accessibility/Equity Matters 
This report and its recommendations have no accessibility or equity issues or impacts. 
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Decision History 
TTC’s Corporate Policy 6.2.0 Financial Reporting to the Board, paragraph 4.1 states that 
annual audited financial statements must be included in the TTC’s Annual Report. 
 
Furthermore, at its meeting on November 12, 2015, the TTC Audit & Risk Management 
Committee approved that the terms of reference of the Audit & Risk Management 
Committee which includes a requirement to “review with management and the external 
auditors the annual financial statements, and consider whether they are complete, consistent 
with information known to Committee members, and reflect appropriate accounting 
principles” as set out in item 2 at:  
http://www.ttc.ca/About_the_TTC/Commission_reports_and_information/Committee_m
eetings/Audit_Risk_Management/2015/November_12/Agenda/index.jsp 
 
Comments 
The draft consolidated financial statements of the Toronto Transit Commission for the year 
ended December 31, 2016 have been prepared by Management.  They have been audited 
by PricewaterhouseCoopers LLP (“PwC”), as indicated by the draft Auditor’s Report (or 
‘Opinion’) included with the attached statements.  The Auditor’s Report provides an 
opinion that the consolidated financial statements present fairly, in all material respects, the 
financial position of the TTC in accordance with Canadian Public Sector Accounting 
Standards (PSAS).  After the financial statements are approved by the Audit & Risk 
Management Committee and Board, and PwC completes its file documentation, the draft 
unqualified opinion will be finalized on PwC letterhead.   
 
 
Key Components of the Consolidated Financial Statements  
The attached consolidated financial statements consist of five main statements and 18 notes 
that provide context to the numbers that are presented on the statements. The five 
statements presented are:  
 

1) Consolidated Statement of Financial Position 
The Consolidated Statement of Financial Position is considered to be the 
equivalent of the private sector’s balance sheet. This statement focuses on the 
TTC’s assets (financial and non-financial) and liabilities. The difference between 
the liabilities and financial assets is the TTC’s net debt, which represents the net 
amount that will be funded from future revenue.  
 

2) Consolidated Statement of Operations and Accumulated Surplus 
The Consolidated Statement of Operations and Accumulated Surplus is 
considered to be the equivalent of the private sector’s Statement of Income and 
Retained Earnings. It provides a summary of the revenues and expenses for the 
year. 
 
 
 
 

http://www.ttc.ca/About_the_TTC/Commission_reports_and_information/Committee_meetings/Audit_Risk_Management/2015/November_12/Agenda/index.jsp
http://www.ttc.ca/About_the_TTC/Commission_reports_and_information/Committee_meetings/Audit_Risk_Management/2015/November_12/Agenda/index.jsp
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3) Consolidated Statement of Remeasurement Gains and Losses  
The Consolidated Statement of Remeasurement Gains and Losses outlines the 
changes in fair value of financial instruments designated to the fair value category 
(i.e. derivatives) and, of these financial instruments measured at fair value, the 
amounts settled and reclassified to the Statement of Operations.   
 

4) Consolidated Statement of Change in Net Debt 
This statement outlines the items that have caused a change to the net debt amount 
that is presented on the Consolidated Statement of Financial Position.  
 

5) Consolidated Statement of Cash Flows  
This statement outlines the key cash inflows and outflows to explain the change in 
the cash balance on a year over year basis.  

 
 
 
Accounting Surplus – As Reported in the Consolidated Financial Statements 
 
The accounting surplus for the year as reported in the Consolidated Statement of 
Operations is comprised of the following items, which are explained further starting on 
page 4:  
 
 
Item $ Millions 
Capital subsidy revenue           1,094.2   
Depreciation expense for assets that were funded through capital subsidy           (350.4) 
Other expenses funded through capital subsidy                (4.2) 
Entities under the control of TTC                  0.3 
Rounding                  0.1 
Total              740.0 
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Reconciliation of Accounting Surplus in Consolidated Financial Statements to 
Reduced Operating Subsidy Requirement 
 
The following table reconciles the accounting surplus to the reduced operating subsidy 
requirement. 
 
$ Millions                               2016 
Surplus per Consolidated Financial Statements                          740.0 
Adjustments for Non-Operating:  
     Capital Subsidy Revenue Net of Amortization (743.8) 
     Other Expenses funded through Capital Subsidy                             4.2 
Other Entities Under Control of TTC (0.3) 
Rounding                                (0.1) 
Subtotal                             0.0 
Operating Subsidy Revenue per Financial Statements (637.2) 
City Special Costs (3.7) 
Adjustments for Future Recoverable Amounts:  
     Post-Retirement Benefits                            42.3 
     Accident Claims                              (5.8) 
Rounding                             0.1              
Operating Subsidy Required (604.3) 
Operating Subsidy Available                         610.3 
Reduced Operating Subsidy Requirement                             6.0 

 
Explanations for the components of the accounting surplus are as follows:  
 
1) Capital Subsidy Revenue and Depreciation Expense: $743.8M (net) 
Capital subsidies are used to acquire or construct capital assets. Under PSAS, these 
subsidies must be recognized as revenue, in the year that the TTC qualified for the funding 
(i.e. the year in which the capital asset was acquired or constructed). In 2016, the TTC 
recognized $1,094.2M in capital subsidy revenue.  
 
The cost of these capital assets, however, is not immediately recorded as an expense as the 
assets will serve the TTC for several years. Instead, a depreciation expense is recorded in 
the Consolidated Statement of Operations over several years as the assets are used and 
gradually wear out. In 2016, the TTC recorded $350.4M of depreciation expense which is 
an estimate of the decline in value of TTC’s assets in 2016 due to age and use.  
 
The difference between the capital subsidy revenue of $1,094.2M noted above and the 
depreciation expense for subsidized assets of $350.4M, is the source of $743.8M of the 
accounting surplus, however this amount does not represent surplus funds. The full 
$1,094.2M was spent on the capital assets acquired or constructed this year.  
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Typically, operating budget reports do not include the capital subsidy revenue or the 
depreciation expense for the related assets because these subsidies are incorporated into the 
capital budget process and because depreciation expense is an accounting expense that is 
not linked to any cash requirement.  
 
2) Other Expenses Funded Through Capital Subsidy: $4.2M 
Other expenses include environmental expenses and the write-down of capital projects both 
of which were funded through capital subsidy. 
 
3) Entities Under the Control of TTC: $0.3M (net surplus) 
Budgets and periodic financial reports are presented separately for the TTC conventional 
transit system, Wheel-Trans operations, Toronto Coach Terminal Inc., TTC Insurance 
Company Ltd. and the TTC Sick Benefit Association. However PSAS requires these 
financial statements to be presented on a consolidated (i.e. combined) basis. Therefore the 
results for all entities controlled by the TTC are reported in aggregate. As a result, an 
additional $0.3M 1surplus forms part of the TTC’s consolidated surplus for the year.   
 
Reduced Operating Subsidy Requirements for the Year 
It is important to note that the accounting surplus presented on the consolidated financial 
statements is unrelated to the 2016 operating budgets reduced subsidy requirements (i.e. 
budget surplus). The TTC had reduced operating subsidy requirements of $7.7M for 
conventional transit and a budget deficit of ($1.7M) for Wheel-Trans. The net amount of 
$6.0M represented the amount by which the operating subsidy available from the City of 
Toronto exceeded the amount that was actually required and used by the TTC. This is 
summarized in the table: 
 
 
$ Millions TTC 

Conventional 
Transit 

Wheel-
Trans 

Total 

2016 Operating Expenses2 1,682.1 125.5 1,807.6 
2016 Operating Revenue 1,196.2 7.1 1,203.3 
Current Operating Subsidy Required 485.9 118.4 604.3 
Current Operating Subsidy Available 493.6 116.7 610.3 
Reduced Operating Subsidy Requirement  7.7 (1.7) 6.0 
 

                                                 
1 Net of intercompany eliminations 
  
2 When compared to the amount reported on the Consolidated Statement of Operations, this amount excludes: 
depreciation related to subsidized capital assets; environmental expenses funded through capital subsidy; write-down of 
capital projects previously funded through capital subsidy; the costs of certain employee post-retirement benefits and 
accident claims that are funded through the long-term receivable but includes the City’s Special Costs and Capital from 
Current (details can be found on the Consolidated Financial Statements Schedule at the end of the Financial 
Statements). 
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The above information provides some context to the amount presented in the attached 
consolidated financial statements. Both staff and PwC auditors would be pleased to answer 
any further questions that you may have about the financial statements for 2016. 
 
Contact 
Michael Roche, Head of Finance  
Tel: (416) 393-3654, E-mail: Michael.Roche@ttc.ca 
 
Attachments 
Draft TTC Consolidated Financial Statements for the Year-Ended December 31, 2016

mailto:Michael.Roche@ttc.ca




















































































CONSOLIDATED FINANCIAL STATEMENTS – As at and for the Year ended December 31, 2016 
 TORONTO  TORONTO COACH TTC SICK TOTAL  CONSOLIDATED 

$000s TRANSIT  TERMINAL INC. BENEFIT BEFORE INTERCOMPANY FINANCIAL 
 COMMISSION WHEEL-TRANS CONSOLIDATED ASSOCIATION INTERCOMPANY ELIMINATIONS STATEMENTS 

 (TTC) (WT) (TCTI) (SBA) ELIMINATIONS   
STATEMENT OF OPERATIONS        
        
REVENUE        
Passenger services 1,126,453 7,119 -  -  1,133,572 -  1,133,572 
Advertising 28,005 - -  -  28,005 -  28,005 
Outside City Services 16.940 -  -  -  16,940 -  16,940 
Property rental 20,329  -  1,200  -  21,529 - 21,529 
Miscellaneous 4,551  -  40 137 4,727 (369) 4,359 
  Total Operating Revenue 1,196,278 7,119 1,240 137 1,204,774 (369) 1,204,405 
        
SUBSIDIES        
Operating Subsidy 518,016 119,177 - - 637,193 - 637,193 
Capital Subsidy 1,094,240 - - - 1,094,240 - 1,094,240 
  Total Subsidy Revenue 1,612,256 119,177 - - 1,731,433 - 1,731,433 
        
EXPENSES        
Wages, salaries and benefits 1,269,581  56,825 5 - 1,326,411 (137) 1,326,274 
Materials, services and supplies 232,543 12,482 252 137 245,424 (262) 245,162 
Vehicle fuel 80,396 2,692 - - 83,088 - 83,088 
Accident Claims 27,397 1,120 - - 28,517 31 28,548 
Electric traction power 53,103 - - - 53,103 - 53,103 
Wheel-Trans contract services - 54,450 - - 54,450 - 54,450 
Utilities 25,675 463 - - 26,138 - 26,138 
Depreciation (Operating budget) 28,102 - 558 - 28,660 - 28,660 
Depreciation (Subsidized assets) 1 350,441 - - - 350,441 - 350,441 
  Total Expenses 2,067,238 128,032 825 137 2,196,232 (368) 2,195,864 
        
Surplus (deficit) for the year 741,296 (1,736) 415 - 739,975 (1) 739,974 
WT Deficit (1,736) 1,736 - - - - - 
Accumulated surplus (deficit), beginning of 

the year 

9,132,899 - (3,130) 92 9,129,861 1 9,129,862 
Accumulated Surplus (deficit), end of the 

Year 

9,872,459 - (2,715) 92 9,869,836 - 9,869,836 
        
Not on TTC Financial Statements        
Operating subsidies from the City (as above) 518,016 119,177 - - 637,193 - - 
Operating subsidy - long-term payable for 

accident claims 

6,290 (520) - - 5,770 - - 
Operating subsidy - long-term payable for 

employee benefits 

(40,354) (1,945) - - (42,299) - - 
City special costs 

 

 

3,688 - - - 3,688 - - 
(Draw from) the City’s TTC Stabilization 

Reserve Fund 

- - - - - - - 
(Draw from) City Tax Rate Stabilization 

Reserve 

- - - - - - - 
  Total City Operating Subsidy - Current 487,640 116,712 - - 604,352 - - 
        
Statement of Financial Position        
Financial Assets        
Cash and cash equivalents 126,703  - 3,420 67 130,190 - 130,190 
Subsidies Receivable 1,122,922 - - - 1,122,922 - 1,122,922 
Accounts Receivable 81,146 - 155 2,903 84,204 (2,906) 81,298 
Portfolio Investments 2,264 - - - 2,264 - 2,264 
Advances to and investment in subsidiary 8,747 - - - 8,747 (8,747) - 
Indemnity receivable from the TTC - - 174,546 - 174,546 (174,546) - 
Derivative Investments 3,094 - - - 3,094 - 3,094 
  Total Financial Assets 1,344,876  - 178,121 2,970 1,525,967 (186,199) 1,339,768 
        
Liabilities        
Accounts payable and accrued liabilities 680,907 - 272 2,878 684,057 (2,906) 681,151 
Deferred passenger revenue 84,380 - - - 84,380 - 84,380 
Future Employee Benefit Liabilities 633,403 - - - 633,403 - 633,403 
Unsettled accident claims 192,253 - 174,546 - 366,799 (174,546) 192,253 
Environmental Liabilities 5,332 - - - 5,332 - 5,332 
Due to parent - - 7,747 - 7,747 (7,747) - 
  Total Liabilities 1,596,275 - 182,565 2,878 1,781,718 (185,199) 1,596,519 
        
Net Debt (251,399) - (4,444) 92 (255,751) (1,000) (256,751) 
Non-Financial Assets        
Tangible Capital Assets 9,980,830 - 2,729 - 9,983,559 - 9,983,559 
Spare parts and supplies inventory 139,116 - - - 139,116 - 139,116 
Prepaid Expenses 7,006 - - - 7,006 - 7,006 
Accrued Pension Benefit Asset - - - - - - - 
  Total Non-Financial Assets 10,126,952 - 2,729 - 10,129,681 - 10,129,681 
        
Capital Stock - - 1,000 - 1,000 (1,000) - 
Accumulated Surplus (deficit)  9,875,553 - (2,715) 92 9,872,930 - 9,872,930 

 

                              1  For the Consolidated Statement of Financial Position presentation, $10,264 of the total depreciation on subsidized assets was allocated to Wheel-Trans.
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