
tPSA Tariff Analysis 
 
The following Tariff analysis has been prepared for distribution to Section on 
Psychiatry members as they consider the 2016 tentative Physician Services 
Agreement (tPSA).  The debate surrounding this tPSA has been heated and at 
times divisive, the intent of this analysis is not to support a positional view of one 
group or another, but rather to analyze the tPSA from the lens of its potential 
relevance to members of the Section on Psychiatry.  The analysis is divided into 
the following sections: Financial Impact including Relativity Implications and Fees 
versus the PSB, Co-Management, Potential Consequences of Utilization Drivers 
and a Fixed PSB, Potential Consequences of a No Vote, and Recent Past 
Agreements. 
 
1. Financial Impact 
 
The financial impact of the tPSA on the Physician Services Budget (PSB) has 
been estimated by the OMA as per the columns A-G in Table 1.  This OMA 
analysis makes the following assumptions: 
o PSB at baseline year 2015/16 of $11.58B 
o 2.5% ‘allowable’ growth to the PSB annually, as permitted under the tPSA 

[column B] 
 
This leads to: 
o Annual PSB base [C] (accepted by MOHLTC, equals preceding year’s [C] 

plus allowable 2.5% PSB growth) 
 
Additional adjustments are: 
o Additional one time payments [D], not added to the PSB base moving 

forward 
o Actual annual funded growth [column E] (same as annual PSB base [C] plus 

one time allocations [D] not added to moving forward base) 
o Other planned adjustments [F] (minus $100M in years 2 and 4, based on 

“permanent fee or physician payment reductions” through modernization of 
the schedule of benefits and other payments) 

 
For the past 4 years, PSB growth has been on average 3.1% rather than the 
2.5% allowed for growth to the PSB base in the tPSA. The OMA also provides 
the figures in Column [G] to demonstrate the impact on net annual funding if 
3.1% PSB growth continued (however please see comments wrt Columns [I] & 
[J] for commentary on this) 
 
Based on OMA column [G] assumptions, the OMA also provides the data in 
column [H] as the OMA forecast of one time actual payments for each year under 
the tPSA (2016/17 year actual listed as zero since as per the tPSA there would 
be no reconciliation of higher than planned utilization for 2016/17 year). 
 
Relativity Implications 
 



Of relevance to the Section on Psychiatry, column [H] is what might be available 
for any potential relativity increases under the OMA provided figures (again, 
please see commentary for columns [I] and [J] below). 
 
To estimate what relativity increases might flow to Psychiatry based on the 
potential additional funds in column [H], the impact and relativity based 
distribution of the 2008 agreement can be analyzed.  The 2008 agreement 
provided for a total of a 12.25% global increase over the life of the agreement.  
This increase was distributed 50% through across-the-board (ATB) fee increases 
and 50% according to relativity principles.  From the 2008 agreement, all 
Sections received an approximately 6.1% ATB increase (50% of 12.25%).  
Based on relativity the Section on Psychiatry received an additional 
approximately 18% from relativity, for a net increase of a bit over 24% (actually 
over 25% if accounting for annualized increases).  The net increase to psychiatry 
was therefore approximately double, or 200%, of the actual global physician 
increase of 12.25%. 
 
It is reasonable to assume any allocation of potential increased funding would 
follow a similar principle (it is unlikely psychiatry would receive a higher 
proportionate increase from relativity based funding than in 2008 since our 
relativity position has improved overall since 2008, so the proportionate increase 
based on relativity corrections might actually be less than 200% of any global 
increase). 
 
The estimates in column [H] represent 0%, 0.5%, 0.05%, and 0.08% of the PSB 
for each of the respective years.  Thus, if the estimates in column [H] are correct 
and that money flows back for increases, the percent increase we can estimate 
for psychiatry even with relativity allocations could be estimated at 200% of those 
global amounts, or: 
o Estimated annual increases to Psychiatry, including with relativity 

allocations, if column [H] is correct: 0%, 1%, 0.1%, 0.16% 
o (for comparison, Sections not receiving relativity allocations might receive 

50% of the annual global percentage as ATB increases, or 0%, 0.25%, 
0.025%, and 0.04%) 

 
Thus, even if the figures in column [H] prove accurate, even with relativity 
allocations there would be a minimal amount for any relativity increases to 
Psychiatry. 
 
However in reviewing the above assumptions it seems more likely that even the 
small amounts above would not be available for relativity allocations. 
 
The OMA provided numbers in columns [G] and [H] make the additional 
assumption that the reductions in column [F] (one time minus $100M 
adjustments in years 2 and 4) actually impact the PSB base by reducing the PSB 
by $100M each year.  This is a significant assumption to make, since in fact 
previous experience has shown measures intended to reduce the PSB by 
‘removing’ an amount of money through Schedule of Benefit modernization have 



not led to commensurate reductions in the actual PSB base moving forward.  
This is illustrated by the 2012 agreement, in which there was an agreed upon 
‘reduction’ of over $600M to the physician budget (or over 5%) through 
modernization and other measures.  The PSB at the time was just over $10B.  If 
that $600M had actually led to a commensurate reduction in the PSB base, the 
PSB base should have been reduced or at least flatlined for a period of time.  
Instead, the PSB continued to rise each year, leading to the current situation of 
the average 3.1% utilization increase to PSB annually over the past 4 years (i.e. 
the recent annual average 3.1% PSB increase includes the measures that were 
intended to take several hundred million dollars out of the PSB in 2012.  The 
average utilization over the past 16 years was higher at 3.2% on average, and 
last year’s was 3.3% despite recent cuts and unilateral actions). 
 
Thus, for another comparison more consistent with recent history, column [I] is 
provided to demonstrate changes to the PSB if it simply continues to increase at 
a 3.1% annualized rate, notwithstanding the minus $100M adjustments of years 
2 and 4 of the tPSA.  Column [J] shows the net amounts ‘owing’ for 
reconciliation1 each year based on these assumptions (as per the tPSA, there 
would be no reconciliation in 2016/17). 
 
TABLE 1 

A B C D E F G H I J 

FY Funde
d 
growth 
to 
PSB, 
% 

Funded  
PSB 
(base) 
$M 

One 
time 
alloc’n, 
$M 
(not to 
PSB 
base) 

Funded 
growth, 
PSB + 
one 
time, $M 

Other 
planne
d 
adjust’t
, $M 

OMA 
Foreca
st PSB, 
$M 

OMA 
estimat
e   one 
time 
actual 
payme
nts, $M  

PSB 
based 
on 
actual  
annualiz
ed 3.1% 
growth, 
$M 

Net 
annual 
actuals 
based on 
annualize
d 3.1%, 
$M 

2015/16  11,584  11,584      

2016/17 2.5 11,873.
6 

50 11,923.6  11,943.
1 

0 11,943.
1 

-19.5 (not 
recovere
d) 

2017/18 2.5 12,170.
4 

100 12,270.4 -100 12,210.
2 

60.2 12,313.
34 

-42.94 

2018/19 2.5 12,474.
7 

120 12,594.7  12,588.
8 

5.9 12,695.
05 

-100.35 

2019/20 2.5 12,786.
6 

100 12,886.6 -100 12,875.
9 

10.7 13,088.
6 

-202 

 
Thus in this scenario, there would be no money for relativity increases. 

                                            
1
 Reconciliation refers to the amount the MOHLTC would seek recovery of based on the preceding years ‘overutilization’ 



 
In terms of the chances of significant progress being made towards relativity 
without there being any additional money allocated for it, the original OMA 
relativity process (RBRVS) failed largely since it was predicated on a ‘zero sum 
game’ of no increased funding.  It was not until the additional funding devoted to 
relativity in the 2008 agreement, and the RVIC and CANDI relativity processes 
that followed RBRVS, that the Section started to see the benefits accruing from 
relativity adjustments. 
 
Finally, another issue of relevance to relativity is that the entry point to the 
agreement is accepting the current -4.45% discounts becoming embedded in the 
OHIP Schedule of Benefits (SOB) base in an across-the-board (ATB) fashion, 
and not following the principles of relativity.  This actually is a significant step 
backwards for relativity.  The Section on Psychiatry has advocated for any 
discounts to be implemented according to negative relativity principles (i.e. that 
there should be smaller discounts for those at the low end of relativity, rather 
than the same discount applied to everyone).  Since the MOHLTC Unilateral 
Actions (UA), the OMA has refused to discuss or recommend such relativity 
based adjustments to the MOHLTC on the grounds that the OMA did not want to 
help the government implement its UA. 
 
Up until now, the -4.45% discount has not been incorporated into the actual SOB 
(it is an adjustment being made monthly to the existing SOB rates).  Numerically, 
the impact of this 4.45% reduction being permanently implemented in the OHIP 
SOB base moving forward, through an across-the-board fee reduction violating 
relativity principles, outweighs any potential relativity gains that might be made 
even if there is a small amount of money as per column [H] available for relativity 
allocations (though as above, column [J] suggests there may be no money 
available anyway). 
 
For these reasons, although relativity is cited as one of the principles that the co-
management process would follow, this cannot be considered a ‘relativity’ 
agreement. 
 
Fees versus the PSB 
 
It is important to recognize the distinction between individual physician fees and 
the PSB.  The funding in the tPSA makes reference to the total amount of the 
global physician budget, the PSB.  The 2.5% funded growth does not represent 
any percentage increase to individual physician fees (i.e. it is not a ‘raise’), it 
represents the allowable total PSB growth under the tPSA.  Amounts exceeding 
the funded PSB growth of 2.5% (plus the one time allowed for payments in 
column [D]) would face reconciliation, or recovery by the MOHLTC through 
unspecified means, after the 2016/17 year.  If column [H] is correct, there may be 
minimal amounts available for potential fee increases in some years, if column [J] 
is correct there would be no money for fee increases any year and additional 
amounts requiring reconciliation. 
 



2. Co-Management 
 
This seems one of the positives of the agreement, physicians and the OMA 
getting back to the table in co-managing the health care system.  However it is 
also true that a significant part of the reason the OMA is not currently at the table 
is because it refused to be there, on the grounds that it would not help the 
MOHLTC implement any measures of the Unilateral Actions (UA).  For example, 
the OMA could have recommended to the MOHLTC a relativity based 
implementation of the UA discounts as the Section and our members lobbied for.  
The dispute over absolute dollar amounts itself does not necessarily mean the 
OMA cannot be at the table for some elements of co-management, however 
since the UA the OMA has chosen to remove itself from co-management. 
 
3. Potential Consequences of Co-Management and a Fixed PSB 
 
Apart from the actual dollar amounts, a significant principle of the tPSA is that the 
OMA accepts a fixed PSB and accepts that there will be reconciliation if that PSB 
projected amount is exceeded. 
 
This is a significant precedent.  Recent past agreements between the OMA and 
MOHLTC have been based on making changes to the SOB and other measures, 
either increases or decreases, based on estimated projections on the impact of 
those changes.  This is different from the principle of agreement to a fixed budget 
amount with further reconciliation if that amount is exceeded.  As column [J] vs 
column [H] shows, even small changes in assumptions can have significant 
impact on whether the budget is exceeded. 
 
This issue potentially goes beyond impact on individual physician fees.  The 
majority of PSB utilization increases in recent years have been due to increased 
numbers of physicians, not due to changes in billings of existing physicians.  
Although this is not in any text of the tPSA, looking forward, if there is: 
 
(1) a fixed PSB; 
(2) increases to the PSB that are not controlled by other measures (such as the 
example of the 2012 agreement, where the PSB increased despite hundreds of 
millions of dollars of ‘cuts’); 
(3) and the main driver of the PSB increases is the increasing number of 
physicians; 
 
then it is not far-fetched to consider that Co-Management could include human 
resource management, for example Billing Number Restrictions (BNRs)2 to 
control the number of physicians. 
 
Again, this is not in the tPSA itself, however when asked about the potential for 
this at a member presentation on the tPSA, an OMA Board member 

                                            
2
 Billing Number Restrictions (BNRs) refer to measures whereby physicians’ billing numbers are controlled or restricted, 

which can include not providing billing numbers to new physicians, controlling billing numbers in geographic regions, or 
other measures 



acknowledged these implications have been discussed and this was a potential 
measure that a co-management committee might consider, depending on 
circumstances. 
 
4. Consequences of Potential No Vote 
 
In terms of the risks of a No vote and potential rejection of the tPSA, there is of 
course uncertainty about what will happen.  The government may well be more 
punitive as they were when they resiled after the facilitation/conciliation process 
in 2015 and implemented their Unilateral Actions. 
 
However, the situation is also different in some ways from the January 2015 UA 
that imposed harsher measures than those that went to the conciliator’s report, 
specifically: 
o The proposals at that time were not forwarded to membership for a vote.  

There are potentially different implications of a failed negotiation process 
rejected by leadership that has not gone to members, versus a failed 
agreement provisionally agreed to by leadership that is voted down by 
general membership. 

o The January 2015 UA (which included a 2.65% discount to fees) were 
imposed approximately half a year after the government had won a majority 
government in June 2014, and the next UA (which included a 1.3% discount 
to fees) were imposed October 2015.  We are now two years before the 
next election, planned for June 2018. 

o Although the MOHLTC has used the figure of 1.25% ‘allowable’ utilization, 
and reconciled amounts above that since it commenced its Unilateral 
Actions, given political dynamics it is reasonable to consider the government 
anticipated ‘saving’ a certain amount of money soon after its election victory 
to allow a bit more leeway approaching the next election.  This of course is 
speculative, and it remains very possible that the 2.5% utilization increase 
the tPSA would allow for is higher than what the MOHLTC would allow for 
without a tPSA.  However it is equally possible that the government has 
budgeted for allowing greater than the 1.25% utilization increase it has 
imposed in the past 2 years. 

 
While it is certainly possible that for the short term the MOHLTC applies harsher 
reconciliation measures than the 2.5% utilization increase allowed for in the 
tPSA, it is not a given that reconciliation for amounts above 1.25% would 
continue indefinitely.  Negotiations strategy would dictate that the government 
has planned for allowing greater than 1.25% utilization increases leading up to 
the next election, in the hopes of presenting a ‘softer’ face and achieving peace.  
The uncertainty is how much harsher measures might be than the 2.5% 
utilization increase allowed for in the tPSA, if an agreement is not reached 
immediately.  This must be weighed against the implications of acceptance of a 
fixed PSB that physicians are responsible for in terms of future reconciliation, co-
management of a PSB increasing largely because of increased physician 
numbers, and acceptance of an agreement which, although it mentions relativity 
principles, is unlikely to have much if any positive impact on relativity. 



 
For historical perspective, the only recent tentative agreement that was voted 
down in recent history is the original provisional agreement from 1996, in which 
the OMA Board agreed to Billing Number Restrictions (BNRs) for new 
physicians.  That agreement was defeated and overturned at OMA General 
Council, in large part because the profession rejected BNRs, and the following 
agreement that was reached did not include BNRs (the subsequent agreement 
did include fee differentials for new physicians in certain geographic areas, which 
were eventually phased out after a few years, but BNRs were never imposed). 
 
Finally, regardless of the outcome of the tPSA vote, the principle of relativity 
remains an official policy of the OMA whether or not the agreement passes.3 
 
5. Recent Past Agreements 
 
For historical reflection, the Section on Psychiatry advised members to vote 
“Yes” for the 2012 and 2008 agreements, largely since they followed relativity 
principles.  Endorsing the 2008 agreement was relatively straight forward, since it 
involved significant increases with fully 50% of increased funding allocated to 
relativity based increases for the first time in Ontario.  Endorsing the 2012 
agreement was less straight forward, since it involved fee cuts.  However, in the 
2012 agreement the 0.5% across-the-board fee reductions were not changes to 
actual base fees but instead were to be implemented as ‘temporary’ discounts 
(versus the 4.45% reduction being embedded into the moving forward SOB base 
in the current tPSA), and overall relativity principles were still followed in 2012 
(versus the significant amount of 4.45% being embedded through an across-the-
board fee reduction in violation of relativity principles in the tPSA). 
 
 
Respectfully submitted, 
 
K. Sonu Gaind 
Medical Practice and Tariff Chair, OMA Section on Psychiatry 

                                            
3
 Two key policy setting motions that still stand were passed at past OMA General Council (GC) meetings, thereby 

continuing to be official OMA policy.  The first was from 2001 OMA GC, related to potential fee increases: "That the OMA 
recognize that across-the-board fee increases to the Schedule of Benefits perpetuate existing fee inequities, and that fee 
increases must be allocated in a more equitable fashion."  The second was from 2012 OMA GC, related to potential cuts: 
"That the principle of relativity be applied to negative allocations." 


