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MEMORANDUM 

To: Board of Governors 

From: P. Marc Joyal, CPA, CA, Vice-President, Resources 

Date: May 29, 2017 

Subject: 2017–2018 Budget 

The University of Ottawa (the University) presents its 2017–2018 
budget, which takes into account the legal framework of Ontario 
universities, long-term financial viability and the orientation of the 
Destination 2020 strategic plan. The University aims to build on the 
momentum of recent years, both in terms of the student experience and 
that of teaching and research.       
 
For the first time, the University has prepared its budget in collaboration 
with the Standing Budget Committee created in the fall of 2016. This 
committee, which reports to the Administrative Committee, is mandated 
to recommend a philosophy, principles and approach, as well as the 
allocation of financial resources to balance the budget. Its 
recommendations take into account the legal framework of Ontario 
universities, long-term financial viability, the orientation of the 
Destination 2020 strategic plan and contractual obligations.  Members 
of the Standing Budget Committee met eleven times between 
November 2016 and January 2017. Their analysis focused on revenue, 
primarily consisting of tuition fees and provincial grants, and 
expenditures of the Operating Fund. They thoroughly reviewed the 
objectives, challenges and opportunities presented by each service and 
faculty. In February 2017, the Standing Budget Committee delivered a 
first report with recommendations to the Administrative Committee. The 
latter, in turn, made its recommendations to the Finance and Treasury 
Committee.  

The 2017–2018 budget is one of transition between the previous, 
historical approach and the implementation of a new internal funding 
formula that will take into account the new funding framework put in 
place by the Ontario government.  

For 2017–2018, the University has a budgeted deficit of $4.6 million, 
compared to a budgeted deficit of $4.9 million in 2016–2017. Some 
faculties have accumulated deficits in recent years, and as of April 30, 
2017, the University expected to advance $19 million of its net assets 
(unrestricted and restricted for internal purposes) to fund these deficits. 
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For fiscal year 2017–2018, the advance will reach $27 million.  

The 2017–2018 budget book details revenues and expenditures for each fund: operating, 
ancillary enterprises, research, trust and endowments, and capital.  This budget takes into 
account the regulatory framework governing Ontario universities and is based on information 
available as of April 21, 2017. 

The University uses fund accounting to account for sources of funding, allocation of resources 
and restrictions on its various activities, including eligible transfers between funds. A modified 
cash accounting method is used to prepare the budgets and ensure that the funds are 
appropriately managed. 

BUDGETARY SITUATION IN 2017–2018 AND RESULTING IMPACTS 

In preparing this budget, the University has maintained the objectives established by Destination 
2020, while taking into account several important contextual factors, both internal and external.  

For many years, the University has worked to establish a solid, sustainable foundation to 
manage the wave of changes ahead. It has developed niches of world-renowned expertise in its 
teaching and research programs, and its international profile continues to rise.  

The current and future situation will open the door to numerous opportunities, such as:  

• New support for students: The measures announced in the provincial and federal 
budgets will gradually come into effect starting in 2017–2018. The increase in financial 
support for students from less well-off families will allow the University to develop, in 
collaboration with the province of Ontario, mechanisms to provide immediate and 
recurring financial support to these students, as well as to increase clarity regarding 
tuition fees.  The University remains committed to its students in financial need. Thus, in 
2017–2018, it will once again spend over $100 million in financial aid and awards.  
 

• Developing research: The development of research activities has continued, with the 
creation of 69 new positions for professors in areas of strategic significance for the 
University over the past few years. Of these 69 positions, 55 have been filled and 14 are 
in the process of being filled. In 2017–2018, the University will finalize the projects linked 
to the funding received in the 2015 Canada Foundation for Innovation’s Innovation Fund 
competition. The University’s success rate in 2015 was 68% (around $60 million) out of 
nearly $88 million in projects submitted. For the 2017 competition, project submissions 
are approximately $121 million, and if the national success rate of 36% is achieved, the 
University’s share could reach approximately $44 million. Results of the 2017 
competition will be announced in June.  
 
In the fall of 2016, the University began construction of the future STEM (Science, 
Technology, Engineering and Mathematics) complex, which will create new teaching, 
research and entrepreneurship opportunities related to the STEM disciplines. This large-
scale project will be substantially completed in 2018.  
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• International outreach: The University has made internationalization one of its four key 
priorities.  In this regard, the initial 9% enrolment goal for international students was 
raised to 15%. The current international student enrolment rate of 14% suggests that this 
goal will be achieved within the next two years. The differential tuition fee exemption 
program, through which international students enrolled in a program in French pay the 
same tuition as Canadian students, has had a clear impact on international francophone 
student enrolment in recent years. This program, together with the partnership between 
the Faculty of Medicine and the Shanghai Jiao Tong University School of Medicine 
formalized in August 2016, has greatly enhanced the University’s reputation as a 
bilingual institution with a global reach.    
 

• Recognition of efforts in energy efficiency and real property management: 
According to the UI GreenMetric World University Ranking 2016, the University ranks 
second among Canadian universities and 30th worldwide in terms of sustainable 
development. As well, Sightlines, a facilities management firm, has found that real 
property efficiency and productivity measures implemented by the University resulted in 
$25 million in cost avoidance. This outstanding performance has allowed the University 
to allocate additional resources to its teaching and research mission. In addition, the 
University’s energy performance has shown that it is possible to invest in sustainability 
without compromising on economic development.  
 
The University must continue to invest in maintaining and developing its real property. 
With over 550,000 square metres of space, it has considerable real property, diverse but 
aging, with deferred maintenance costs of approximately $395 million. The Ontario 
government is maintaining its goal of increasing provincial funding to the university 
sector in this area by up to $100 million in 2019–2020. Each dollar not spent today to 
maintain University buildings will translate into expenses that will be two-to-three times 
higher in the future, according to the update on deferred maintenance at Canadian 
universities published in May 2014 by the Canadian Association of University Business 
Officers.  
 

• Campus development: In 2015, the Board of Governors approved the campus master 
plan, which will determine the changes made to the campus over the coming decades 
and serve as the basis for University infrastructure development.  The response of the 
University community has been enthusiastic and will allow the University to plan its 
expenditures to meet the needs for the coming years. Construction of the new Learning 
Centre ($80 million), opening in 2018, is well underway. The new laboratories in Marion 
Hall ($6 million) as well as the completion of the Advanced Research Complex (ARC) 
($11 million) will considerably increase the teaching and research laboratory capacity. 
As well, the STEM complex will enable the University to modernize and increase its 
infrastructure dedicated to research and innovation and to science-related commercial 
partnerships. These projects have received grants of over $100 million from the federal 
and provincial governments.  
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• A major fundraising campaign: The largest campaign in the history of the University, 
launched in 2015, is now in full swing. This $400 million campaign aims to ensure annual 
funding of University activities in the order of $35 to $40 million from now until 2020, in 
support of the University’s activities and mission. As of April 21, 2017, approximately 
$220 million had been promised, a testament to the campaign’s dynamism and 
significance. Philanthropy will play an increasingly important role in recruiting and 
retaining professors, enhancing the student experience and developing the campus.  
 

• Development of housing and other ancillary enterprises: Since 2013–2014, the 
University has increased its residence capacity by 43%, bringing the total number of 
beds available to students to nearly 4,300 by September 2016. The Housing Service 
presented a strategic plan to guide its activities and programming, which was approved 
by the Administration Committee and the Executive Committee of the Board of 
Governors. The plan shows a need for 6,500 beds and for redevelopment of residences 
built in the 1960s and 1970s. The University will plan this renovation in 2017–2018. 
 
All ancillary enterprises, which are required to be self-financed, have reviewed their 
revenue and expenditure structures to meet their long-term financial obligations while 
remaining competitive with the market.  

External factors 
 
Many external factors must be considered in preparing the 2017–2018 budget. Some of the 
most significant include: 

• The federal and provincial budgets tabled in spring of 2017 did not announce new 
funding for Ontario universities.  

• A decline in the 18-to-20-year-old cohort in Ontario and in the rest of Canada continues 
to affect enrolment.   

• The growth in international student enrollment.  
• The Ontario government’s regulatory framework regarding tuition fees for Canadian 

students was renewed and the maximum tuition fee increase has been set at 3%.  
• A new provincial funding formula and a new Strategic Mandate Agreement (SMA) to be 

implemented for 2017 to 2020. Provincial grants based on student numbers will remain 
unchanged relative to 2016–2017. These objectives must be confirmed and will be 
finalized following the completion of negotiations with the government. It should be 
mentioned that government grants per student have fallen by 2% since 2013–2014.   

• Financial market volatility directly affects the University’s investment income and the 
financial status of the pension plan. Market volatility also has an impact on the decision-
making process of major donors and the timing of their gifts. 
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Internal factors 

The 2017–2018 budget takes into account the decisions and directions set out by the University 
and the Board of Governors. These internal factors help shape the University’s development 
and distinctiveness, while taking into account current financial pressures. 

The University wishes to remain focused on the goals outlined in Destination 2020, in a context 
where expenditures are increasing faster than revenue. As salaries and benefits make up 72% 
of the Operating Fund’s expenditures, payroll has a direct impact on the University’s financial 
situation.   

Over the course of 2017–2018, the University will see the full operational impact of the addition 
of 69 new positions for professors, as well as the increase in the capacity to accommodate 
graduate students.  

Change in the student population  

While the many factors cited above influence the University’s revenues and resource allocation, 
the most decisive factor is the change in the student population. The University had 42,500 
students as of November 1, 2014 but projects a reduction to 41,400 students by November 1, 
2019. This expected decline in the number of students represents a significant change for the 
University, as shown in Figure 1; despite a decade of uninterrupted growth between 2005 and 
2014 in which the student population increased from 33,410 to 42,500 (a 27% increase, a drop 
of 2.7% is projected between 2014 and 2018. 

Figure 1: Change in the student population: University of Ottawa  

 
Sources: Ministry of Finance, Ontario; Institutional Research and Planning, University of Ottawa  
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HIGHLIGHTS  

Deficit  
The University is tabling its 2017-2018 budget with a projected deficit for the Operating Fund in 
the amount of $4.6 million, compared to a $5.8 million forecasted deficit in the 2016–2017 
budget winter projection. This deficit takes into account various one-time, non-recurring 
expenditures totalling $12.4 million to fund research laboratories capacity for the new positions 
for professors as well as initiatives that will help reduce some recurring expenditures.  
 
Tuition fees  
The University is proposing an average increase in tuition fees of 3% for Canadian students. 
This increase complies with the regulatory framework announced by the government and in 
effect for 2017–2018 and 2018–2019, and remains unchanged from that of the preceding year. 
Tuition and other fees as a proportion of all Operating Fund revenue are 49.3% in 2017–2018.  
The share of revenue from Canadian students’ tuition fees has remained stable, at around 36% 
of Operating Fund revenue. The University is also recommending an increase in tuition fees for 
international students as well as for unregulated programs based on market conditions. Tuition 
fees for international students make up 14% of Operating Fund revenues.  
 
Government grants  
The Ontario government is currently implementing a new regulatory framework for provincial 
grants. Since 2013-2014, the proportion of Operating Fund revenue coming from government 
grants has decreased below 50%. This trend continues for 2017–2018, with projected grant 
revenue making up 45.4% of the Operating Fund revenue, compared to 55.1% ten years ago.  
 
Investment income  
Investment income, estimated at $22 million for 2017–2018, represents approximately 2.7% of 
the Operating Fund revenue in the 2017–2018 budget (based on long-term performance of 
6.5%). It must be emphasized, however, that investment income is the most unstable and 
volatile source of income. This is why the University developed an investment income 
stabilization policy several years ago, which led to the creation of a stabilization reserve fund. A 
stabilization reserve fund of approximately $35 million is required to mitigate the risk of market 
performance fluctuation without affecting University operations in any given year. As of April 30, 
2015 and 2016, this reserve was $32.2 million and $8.8 million, respectively. In 2015–2016, the 
University used $23 million of this fund to maintain activities, following a substantial drop in 
returns. As of April 30, 2016, the stabilization reserve fund amounted to $8.8 million. The 
University will have to remain attentive to market fluctuations to ensure that the stabilization 
reserve fund remains healthy enough to cover potential fluctuations in investment income in the 
years to come. As of April 30, 2017, it is estimated that a little over one-third of the stabilization 
reserve fund will have been replenished.  
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Salaries and benefits  
Salaries and benefits represent 72% of the Operating Fund budget in 2017–2018, compared to 
71% in 2016–2017 and 67% in 2007–2008, mainly as a result of the increase in the number of 
professors, increases in total compensation and increases in costs related to employee benefits 
and pension plan.  
 
With respect to the pension plan, the University will contribute approximately $46 million in 
2017–2018, including special payments of $8.6 million. The total pension costs represent 14% 
of pensionable earnings.  

Net assets  
In accordance with the Board of Governors budget policy, the University uses net assets to fund 
non-recurring activities. The 2017–2018 budget projects a reduction in net assets of the 
Operating Fund internally restricted for the faculties and services in the amount of $15.8 million, 
bringing the outstanding balance of net assets internally restricted for faculties and services to 
$24.4 million by April 30, 2018. It is important to mention that the net assets, the unrestricted 
liquidity-to-debt ratio and the debt burden ratio must be maintained at a certain level to preserve 
credit rating.  
 
Continued funding for research  
Growth in research activities is continuing with the addition of strategic professorial positions as 
well as the construction of future facilities such as the STEM complex, which will provide new 
teaching, research and entrepreneurial opportunities.  
 
Library collection  
The University’s library collection is central to its mission of growth in scholarship, innovation 
and knowledge creation. The academic communications sector in Canada and around the world 
is experiencing technological and economic pressures that will inevitably lead to new models 
and approaches (Canadian Association of Research Libraries, 2016). The University is not 
immune to these global pressures, and the financial management of collections remains a 
constant challenge due to inflation and currency fluctuations of the Canadian dollar against the 
US dollar.   
 
Reductions of expenses  
To help the University balance its budget and to support the strategic initiatives underway, 
measures to reduce expenditures of faculties and services by approximately $22 million have 
been put in place and represents approximately 3.1% of their 2017–2018 budget.  
 
These measures include:  

• Optimization of processes and simplification of structures have been considered and 
continue to be analyzed in light of the current situation; 

• The review of certain discretionary items, including the hiring of consultants and travel 
expenses; and  
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• To achieve these changes, non-recurring expenditures, estimated at approximately 
$12.4 million, for project funding, severance pay and retirement allowances have been 
included in the faculty and service budgets.  

 
FUTURE CHALLENGES  

The university sector in Ontario and across Canada is undergoing a period of rapid and 
profound change, from which the University is not exempt. Despite the opportunities available, 
the University faces significant challenges that bring risks and could hinder the University’s 
growth. Although sound fiscal management has always been one of its strengths and the 
University has always found solutions to its budget challenges, the current economic and fiscal 
climate will be difficult in the years to come.  

These challenges will be heightened by factors such as the following: 

• Renewal of the University’s Strategic Mandate Agreement: The University, like all of 
the 45 publicly-funded colleges and universities in Ontario, is currently renegotiating its 
Strategic Mandate Agreement with the provincial government for 2017–2020.  

The Government of Ontario intends to maintain its grants (based on enrolled Canadian 
students) to the University at the 2016–2017 level, provided enrolment levels do not vary 
by more than 3%.   

• Reduction in the number of Canadian students in the coming years: This is a 
relatively recent phenomenon for the University, which has experienced outstanding, 
consistent growth in the number of students and in revenue associated with this growth 
for over 15 years. It is important to note that this decline in the pool of students between 
18 and 20 years’ old in Ontario and Canada is increasing competition among 
educational institutions. The decline in the Canadian student population has been offset 
by an increase in international student enrollment. However, it is difficult to predict the 
overall impact of market diversification and foreign recruitment.  

• Rate of growth in revenues and expenses: Over the past five years, the Operating 
Fund expenditures have increased at a rate higher than that of revenue (see Figure 2). 
The University cannot cannot maintain this trend. This issue remains one of the 
University’s most important challenges, which must be tackled rigorously and 
innovatively.  
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Figure 2: Operating Fund: Increase in expenses vs. increase in 

revenue  
(in thousands of dollars) 

 

 
Source : Audited Financial Statements, 2013 to 2016, University of Ottawa;  

Financial Forecasts 2016-2017 and 2017-2018, Financial Resources, University of Ottawa 
 

• Growth in program-related costs: Costs related to existing programs and services 
continue to increase and it is becoming more difficult for faculties and services to absorb 
these increased costs while respecting their budget envelopes.  

• Underfunding in some areas: Government funding for some of the activities tied to the 
University’s mission remains inadequate. Four key areas suffer from chronic 
underfunding: indirect research costs, bilingualism, support for students with disabilities 
or special needs, and maintenance and replacement of capital and technology 
infrastructures. These are four essential components, requiring the University to 
contribute tens of millions of dollars from the Operating Fund to cover their costs. 
 

• Pension plan: The pension plan has been facing significant challenges for several 
years. These challenges stem from several sources: 
 

‒ Highly volatile financial markets. The instability of the financial markets directly 
affects the University’s contributions to the pension plan, particularly with respect 
to special payments related to the plan deficit. These special payments have a 
direct impact on the University’s operating budget. 
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‒ Regular and significant increases in overall pension costs. In 1999, the current 
services cost was 13.8% of total payroll costs; it is now 19.4%, when including 
the employees’ share. In 2017, employee contributions are expected to be 42% 
of the current service costs. The employees do not contribute to the special 
payments.  This increase in cost over the past few years requires the University 
to invest an additional $20 million annually in the pension plan (excluding special 
payments). 
 

− Pension plan valuation on a solvency basis. This valuation is mandatory under 
the law and was completed on January 1, 2016. The results led to annual special 
payments of $8.6 million.  
 

− Potential implementation of a new multi-employer jointly sponsored pension plan 
for Ontario’s university sector. Discussions involving some universities and their 
union representatives are designed to examine the opportunities of bringing 
together individual employer pension plans in the university sector to form a 
multi-employer pension plan, similar to the current sector-wide pension plans for 
hospitals, school boards, municipalities and colleges. This would enhance the 
financial viability of the pension plans and lead to an exemption from the Ontario 
government’s solvency funding requirements. The University will continue to 
follow these discussions closely. The University will closely monitor the progress 
of these discussions. The establishment of such a plan should also generate 
economies of scale in administrative and investment costs.  
 

• Cap-and-trade: In the fall of 2016, the University registered voluntarily with Ontario’s 
cap-and-trade program, which is designed to help fight climate change and reward 
companies that reduce their greenhouse gas emissions. While its sustained efforts 
over many years have left the University well-positioned when it comes to its 
greenhouse gas emissions, it must remain vigilant and proactive in continuing to 
reduce emissions, since energy consumption exceeding the established limits could 
have significant financial consequences.  
 

• Deferred maintenance: While the campus has added new, modern buildings in 
recent years, the University has many aging buildings that require major renovation 
and maintenance. Over the coming years, the University, through the Buildings and 
Lands Committee, will have to focus on the maintenance or the redevelopment of its 
current facilities.  

  




