Deloitte Accounting Opinion

Briefing Summary

Deloitte was engaged to provide a report (“Deloitte Report”) on the application of accounting
standards by the Ontario Treasury Board Secretariat. Our report, which was issued on October 2,
2016, was prepared under professional standards for such reports set out by CPA Canada.

The subject of this report was the application of Public Sector Accounting Standards {PSAS), as
established by CPA Canada, in the recognition of a pension asset in the Province of Ontario’s financiai
statements. Pensjon accounting is subject to professional judgement and interpretation, and involves
significant accounting estimates. The Deloitte Report focused on a specific aspect of this complex area
as it relates to the Province of Ontario’s accounting for the Ontario Teachers’ Pension Plan (OTPP).

OTPP is a pension plan that is jointly sponsored by the Ontario government (or the Province) and the
Ontario Teachers’ Federation (OTF). Based on the Province’s application of PSAS, OTPP is in a plan
surplus position. We accepted this aspect of the Province’s application of PSAS as a matter of fact in
developing our report,

The Deloitte Report addressed the question of whether it was possible to record a pension asset
related to the plan surplus in the Province’s financial statements, given that the plan is jointly
sponsored. We concluded that, based on the information provided to us by the Province and our
professional judgement, that it was permissible under PSAS to record a pension plan asset, even
though the Province’s ability to benefit from any plan surplus, through future contribution reductions
for example, would need to be negotiated with and agreed between the Province and OTF.

It is to be noted that even if a pension asset is recorded, PSAS would also require that consideration
should be given to limiting the recorded amount of this pension asset to an amount that would be less
than the calculated amount of the pension surplus. The Deloitte Report did not express a view on
whether any limit to the recorded amount of the asset is needed in the case of the Province’s
accounting for the pension asset related to OTPP. Therefore, our report did not express a view on the
amount of the pension asset that should be recorded in the Province’s financial statements as at
March 31, 2016 or at any other date,




