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Highlights NN Medium-Term Fiscal Plan and Outlook
+ The 2005-06 deficit is projected to be $1.4 billion,

im?1

down from $5.5 billion in 2003-04. N Interin Plan _Ouflook

» Consistent with the medium-term fiscal plan originally (8 Billions) 2005-06 , 2006-07 2007-08 2008-09
outlined in the 2005 Budget, the deficit is projected ~ Revenue 83.9 85.7 903 940
at $2.4 billion in 2006-07, falling to $1.5 billion in ~ Expense
2007-08 and eliminated in 2008-09. If the reserve Programs 76.2 77.7 80.6 82.6
is not required in 2006-07, the deficit is projected to Interest on Debt 91 9.4 9.7 9.9
be $1.4 billion. The deficit will be eliminated a year ~ Total Expense 85.3 87.1 90.3 92.5
earlier if the reserve is not required in 2007-08. (1.4) 0.0 15

Surplus/(Deficit) Before Reserve (1.4)
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+ Annual growth in total expense is expected to aver- ~ Reserve
age 3.9 per cent between 2006-07 and 2008-09,  Surplus/(Deficit) (1.4) (2.4) (1.5) 0.0
which is much less than the 4.7 per cent average Investment in Capital Assets 21 25 27 27
annual revenue growth forecast over the medium
term. Net Debt? 143.0 146.8 149.8 151.2
« For the first time, the Province’s financial reporting  Accumulated Deficit? 1131 1154 116.9 116.9
n the Budget |.nc|udes the financial resglts of three Gross Domestic Product (GDP) at Market Prices 5447 569.2 593.7 621.6
important public-sector partners - hospitals, school
boards and colleges. Net Debt as a per cent of GDP 26.2 25.8 252 24.3
* The Budget announces Move Ontario, the McGuinty  Accumulated Deficit as a per cent of GDP 20.8 20.3 19.7 18.8
.govemment’sl new' one-time $1'2 b'“'qn 'nveStment ' Starting in 2005-06, the Province’s financial reporting has been expanded to include hospitals, school
in transportation infrastructure, including $838 mil- boards and colleges using one-line consolidation.

lion in new funding for public transit in the Greater 2 Net Debt is calculated as the difference between liabilities and financial assets. The annual change in
Toronto Area (GTA) and $400 million in new funding Net Debt is equal to the Surplus/Deficit of the Province plus the change in tangible capital assets and

" . : TSR the change in net assets of hospitals, school boards and colleges. Accumulated Deficit is calculated
for Qnta”o s roads .and bridges Ir! municipalities as the difference between liabilities and total assets including tangible capital assets and net assets of
outside the GTA, with an emphasis on rural and hospitals, school boards and colleges. The annual change in the Accumulated Deficit is equal to the

northern communities. Surplus/Deficit.
Note: Numbers may not add due to rounding.

Recognizing the increased importance of attracting
new investment to the province, the government is
proposing to accelerate the capital tax rate cut. Effective January 1, 2007, the current rate would be cut by 5% - a full two years earlier than currently scheduled.
Further, the government intends to eliminate the tax in 2010 should the fiscal position of the Province allow.

Economic Outlook I ———————

+ Ontario’s economy performed much better than antici- Ontario Economic Outlook
pated in 2005, despite the high dollar and rise in oil (Per Cent)
prices. The outlook for Ontario growth over the 2006

to 2008 period, however, has declined since the 2005 2004 2005e : 2006p 2007p 2008p
Budget. Ontario real GDP growth is now projected to

be.0.5 perceqtage points lower in 2006, 0.9 pgrcentage Real GDP Growth 27 27 | 23 25 29
points lower in 2007 and 0.4 percentage points lower . |

in 2008. This moderation in the province's growth pros-  Nominal GDP Growth 49 53 | 45 4.3 47
pects reflects the rapid appreciation in the Canadian Unemployment Rate 6.8 6.6 6.3 6.2 6.1
dollar and sharply higher oil prices. CPI Inflation 1.9 2.2 : 2.1 1.8 1.8

Currently, private-sector economists, on average,
expect Ontario real GDP growth of 2.6 per cent in e = Ministry of Finance estimate for real and nominal GDP growth; p = projection.
2006, 2.6 per cent in 2007 and 3.1 per cent in 2008. Sources: Statistics Canada and Ontario Ministry of Finance.

This bulletin was compiled by the Ontario Financing Authority. This information is intended for general information purposes only and does not constitute an offer to sell or a solicitation of offers to
purchase securities. It has not been approved by any securities regulatory authority and it is not sufficient for the purpose of deciding to purchase securities. It may have errors or omissions resulting
from electronic conversion, downloading or unauthorized modifications. Statements in this bulletin may be “forward-looking statements” within the meaning of the U.S. Private Securities Litigation
Reform Act of 1995. Such forward-looking statements involve uncertainties, risks, and other factors which could cause the state of Ontario’s economy to differ materially from the forecasts and eco-

nomic outlook contained expressly or implicitly in such statements. The Province of Ontario undertakes no obligation to update forward-looking statements to reflect new information, future events or
otherwise, except as may be required under applicable laws and regulations. While the information in this bulletin, when posted or released, was believed to be reliable as of its date, NO WARRANTY
IS MADE AS TO THE ACCURACY OR COMPLETENESS OF THIS DOCUMENT OR THE INFORMATION IT CONTAINS.




Borrowing Program Ontario

Medium-Term Borrowing Outlook: Province and
Ontario Electricity Financial Corporation (OEFC)

* Refinancing maturing debt remains a primary

($ Billions) 2006-07_2007-08 200809  ,yponent of the medium-term borrowing
igjffsltﬁﬁl?fr) 24 1.5 " outlook. Debt maturities for the Province and
Non-Cash Items Included in Deficit 1.1 1.7 15  OEFCare projected at §15.1 billion in 2006-
Amortization of Major Tangible Capital Assets (2.2) (2.4) (2.5) 97' $14.9billion in 2007-08 and $19.3 billion

Investment in Capital Assets 2.5 2.7 2.7 in2008-09.

Debt Maturities: + The Canadian domestic market will remain
Currently Outstanding 15.1 13.9 19.3  the main funding source for the Province in
Incremental Impact of Future Refinancing - 1.0 - 2006-07. However, the Province will maintain

Debt Redemptions _ 0.7 0.7 0.7 3 flexible approach to borrowing, monitor-

Canada Pension Plan Borrowing 04)  (04) 08 irg both domestic and international capital

Increase/(Decrease) in Cash and Cash Equivalents - - 1.0 markets to seek out diversified borrowing

Decrease/(Increase) in Short-Term Borrowing 1.4 0.2 - . - L

Other Uses/(Sources) of Cash 0.2 0.9 1.3 opportunities that minimize debt servicing

Total Long-Term Public Borrowing Requirement 20.8 19.8 23.4 costs.

Note: Numbers may not add due to rounding.

* The interim long-term public borrowing requirement

X - 1 2005-06 Borrowing Program: Province and OEFC
for 2005-06 is $23.8 billion, down $3.4 billion from

the $27.2 billion estimated in the 2005 Budget ($ Billions) Budget Plan Interim (!,rI:-aYr?:;
Plan. The change in the long-term public bor- Deficit/(Surplus) 58 14 (1.4)
rowing requirement is mainly due to a decline in Adjustments for:
the deficit and a decision to bring cash (or liquid) Non-Cash ltems Included in Deficit 23 39 16
reserves more into line with historical levels. Cash Amortization of Major Tangible Capital Assets (0.8) 2.1)  (1.3)
reserves of the Province and OEFC are projected  Investment in Capital Assets 1.8 2.1 0.3
at $6.1 billion as of March 31, 2006, which com-  Debt Maturities 20.5 19.8 (0.7)
pares to average cash reserves of $6.0 billionover ~ Debt Redemptions 0.7 1.1 0.4
the past five years. Canada Pension Plar] Borrowing . (1.2) (1.0) 0.2
 The increase in non-cash items included in the defi- Increase/(Decrease) in Cash and Cash quwalents - (1.5) (1.5)
o . Decrease/(Increase) in Short-Term Borrowing - (1.8) (1.8)
citis primarily due to accounting changesrelatedto  oher Uses/(Sources) of Cash 11 19 0.8
the consolidation of hospitals, school boards and  “rota) Long-Term Public Borrowing Requirement 27.2 23.8 (3.4)

colleges. These accounting changes resulted in
a $1.3 billion increase in the amortization of major
tangible capital assets. Also contributing to the increase are changes in the timing of receipts and expenses on a cash versus accrual basis.

Note: Numbers may not add due to rounding.

« The $0.7 billion decline in debt maturities is mainly attributable to debt issues with callable or extendible features that were shifted into the
2006-07 fiscal year.

Borrowing - All Markets Borrowing - Domestic Markets
C$23.8 billion issued C$19.1 billion issued
Euro Medium-Term Notes, Other, Real Return Bonds,

Floating Rate Notes,
$0.8B 4%

Bond Auctions,
$2.1B 11%

$1.3B 5% $0.2B 1%

$0.9B 5%
/

Global/US$ Issues,
$3.2B 14%

Ontario Savings Bonds,
$1.8B 9%

Medium-Term Notes,
$4.0B 21%

Source: Ontario Financing Authority.




Debt Management Ontario

Ontario’s Debt

Province of Ontario Debt Portfolio
Debt Risk Exposures® (as % of debt) Current  Policy Limit
Total Debt’ $154.7 billion Province
Net Debt? $143.0 billion Interest Rate Reset Exposure 9.8% 25.0%
Net Debt/GDP 26.2% Foreign Exchange Exposure 0.7% 5.0%
Debt Statistics OEFC
Percentage Publicly Held 84.4% Net Floating Rate Exposure 9.2% 20.0%
Percentage Issued in Canadian Dollars 82.3% Foreign Exchange Exposure 0% 5.0%
Effective Interest Rate (Weighted Average) 6.1%
" Total Debt represents consolidated non-public and publicly held debt.
2 Net Debt (projected as at February 28, 2006 for the year end March 31, 2006) represents the difference between total liabilities and total financial assets.
% Risk Exposures as at February 28, 2006.

Debt Maturities | mm————.

($ Billions) B Province B OEFC B Matured Debt
22
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2006 2007 2008 2009 2010 2011 2012 2013 2014 2015- 2020- 2025- 2030- 2035- 2040-
2019 2024 2029 2034 2039 2044

Excludes Province of Ontario and OEFC short-term debt and other liabilities.
Assumes issues with options will be retired at the earliest possible date. Excludes the incremental impact of future refinancing.
Source: Ontario Financing Authority. (As of February 28, 2006).

Total Debt Composition _m—mm

Treasury Bills &
: : U.S. Commercial Paper
+ Total debt of $154.7 billion (projected as of March 31, | Debtissued outside of Canada $5.8B 4%

2006) is composed of bonds and debentures issued in i." tCh:n?Ji':r‘:"L':fl’la‘;“"e“cies:
both the short- and long-term public capital markets and

+ U.S. dollar )
non-public debt held by certain federal and provincial . Euro N?zf :gfae/e !
public-sector pension plans and government agencies. + Japanese yen ' :

« Public debt totals $130.6 billion, primarily consisting of | * Sterling §36.18 23%
bonds issued in the domestic and international long- [ * Swiss franc

term public markets in 10 currencies. Ontario also had | * Australian dollar
$24.1 billion outstanding in non-public debt issued in | * New Zealand dollar

Canadian dollars. * Hong Kong dollar
+ South African rand

Source: Ontario Financing Authority.



Debt Management Ontario

Debt

+ The Province’s total debt is projected to be 2o

$154.7 billion as of March 31, 2006. B Net Debt

H Total Debt

160

+ Ontario’s net debt, the difference between total li-
abilities and total financial assets of the Province, was
$140.7 billion as of March 31, 2005 and is projected 1201
to be $143.0 billion as of March 31, 2006. 100

+ The debt of the Ontario Strategic Infrastructure |
Financing Authority (OSIFA) is projected to be
$1.3 billion as of March 31, 2006. OSIFA's debtis  *
included in total debt, but notin net debt, asits debtis 40+
offset by projected net assets of $1.3 billion. OSIFA's
debt is not guaranteed by the Province.

140 1

20 A

0.
* The non-financial assets include the consolidation of 1990- 1991- 1992- 1993- 1994- 1995- 1996- 1997- 1998- 1999- 2000- 2001- 2002- 2003- 2004- 2005- 2006-
, , 99 92 93 94 95 95 97 98 99 2000 01 02 03 04 05 06 07
hospitals, school boards and colleges, which does (interim)(projected)

not impact net debt.

Effective Interest Rate of Debt _—  _

* The effective interest rate (on a weighted-av-

erage basis) on total debt, which is projected  Effective Interest Rate (Weighted Average)
to be $154.7 billion as of March 31, 2006,

is 6.1 per cent, compared to 6.3 percent 14 - -
on March 31, 2005 and 10.9 per cent on 13 |—Tota| Debt — Public Debt — Non-Public Debt
March 31, 1991. 127
11 1
* During 2005-06, the Bank of Canada in- i
. 10
creased short-term interest rates. However, .
long-term rates declined to their lowest level .
in 45 years, resulting in a much flatter yield .
curve. 6
+ The Province has taken advantage of lower 5 -
long-term rates by issuing a number of longer- 4

dated bond issues in 2005-06. Approximately
57 per cent or $16 billion in bonds were issued @Q‘ @\‘ @'\f eggb‘ @v‘ \@‘6 @cg" \@\' @%
in terms of 10 years or longer. This has con-

tributed to the decrease in the cost of debt. Sources: Ontario Public Accounts 1991-2005 and Ontario Financing Authority.

The Ontario Financing Authority is an agency of the Province of Ontario responsible for provincial borrowing and debt management activities.
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