RE: Last files for asset ceiling (final) with PSAB extract

From: "Kaufman, Paul (TBS)" <paul.kaufman@ontario.ca>

To: "Petsche, Nadine (TBS)" <nadine.petsche@ontario.ca>, "Hatzis, Len (TBS)"
<len.hatzis@ontario.ca>

Cc: "Veinot, Cindy (TBS)" <cindy.veinot@ontario.ca>

Date: Fri, 09 Sep 2016 19:31:55 -0400

Thanks, Nadine. Do you have a copy of the agreement that the funding management policy is an appendix to?

Paul

Paul Kaufman
Counsel

Ministry of the Attorney General | Legal Services Branch | Treasury Board Secretariat

9th Floor, 77 Wellesley Street West, Ferguson Block, Toronto, ON M7A 1N3
Phone: 416-327-7012 Fax: 416-325-9404

Please consider the environment before printing this e-mail.

This email contains privileged and confidential information intended only for the personal and confidential use of the recipient(s)
named above. [f the reader of this email is not an intended recipient, you have received this email in error and any review,
dissemination, distribution or copying is strictly prohibited. If you have received this email in error, please notify the sender
immediately by return email and permanently delete the copy you received. Thank you.

From: Petsche, Nadine (TBS)

Sent: September-09-16 6:41 PM

To: Hatzis, Len (TBS); Kaufman, Paul (TBS)

Cc: Veinot, Cindy (TBS)

Subject: Last files for asset ceiling (final) with PSAB extract

Last email (please note that | have not attached any OPSEU related items).
Extract below provides specific sections from the Public Sector accounting standards:

Limit on the carrying amount of an accrued benefit asset
.050 An accrued benefit asset should be presented on a government's statement of financial position net

of

any valuation allowance. When a defined benefit plan gives rise to an accrued benefit asset, a

govemment

;?I*;ould recognize a valuation allowance for any excess of the adjusted benefit asset over the expected
uture

beneiiit.. A change in valuation allowance should be recognized in the statement of operations for the

period in

which the change occurs. [SEPT. 2001]

.051 A government with a defined benefit plan may have an accrued benefit asset for accounting
purposes.

An accrued benefit asset arises when the government's total contributions to the plan, including interest
earned thereon, are greater than the retirement benefit expense recognized since the start of the plan.
antriputions reflect the funding objectives of the plan. The benefit expense reflects the accounting
objectives

and may differ for a number of reasons, including the fact that actuarial gains and losses are deferred and
amortized in future periods.

.052 A aovernment may benefit from an accrued benefit asset either by withdrawina surplus assets or by
takina a contribution holiday or receivina a refund of contributions. The accrued benefit asset may become
ignoai}ged when there is a plan surplus for accounting purposes that the government is not entitled to

enefit
from fully. For example. there mav be a reaulatorv moratorium on pension surplus withdrawals or
uncertainties as to a government's legal right to use a plan's accounting surplus.



.053 To determine the extent to which an accrued benefit asset may be impaired, the government first
determines the adjusted benefit asset . The adjusted benefit asset is the accrued benefit asset less net
unamortized actuarial losses (determined on a basis using market value of assets).

].c054 The adjusted benefit asset is then compared to the expected future benefit . When the expected
uture

benefit exceeds the adjusted benefit asset, the accrued benefit asset is not impaired and, accordingly, no
valuation allowance is required. The chart included as Appendix A to this Section is intended to set out the
relationship between the various defined terms.

.055 The objective of the standard in paragraph PS 3250.050 is to limit a government's accrued benefit
asset to the amount it can realize in the future. The expected future benefit is a calculated amount
representing the benefit a government expects to realize from a plan surplus. An expected future benefit
includes any withdrawable surplus or reduction in future contributions.

.056 A government determines its expected future benefit as the sum of:

.057 A government's expected future accruals for service for the current number of active employees are
determined on a basis consistent with that used to determine its accrued benefit obligation. These
expected

future accruals for service, less required employee contributions and minimum contributions the
government

is required to make regardless of any surplus, are then discounted back to the current period to determine
the

present value. The interest rate used to calculate this present value is the expected rate of return on plan
assets used to determine the benefit expense in the period.

.058 When administration expenses are paid by the plan and included in the normal cost calculation, a
best

estimate of the future administration expense is included in the expected future accruals for service. When
administration expenses are paid by the plan and not included in the normal cost calculation, the rate of
return on plan assets is adjusted to reflect the deduction of the administrative expenses.

.059 A kev factor in determinina a aovernment's expected future benefit from a defined benefit plan with a
plan surplus for accountina purposes is the ability of the aovernment to withdraw assets from the plan. The
expected future benefit includes amounts to which a aovernment has a leaally enforceable right of
withdrawal. It excludes any withdrawable plan surplus a aovernment is currently required. or intends. to
allocate to emplovees. A aovernment may not anticipate obtainina a leaallv enforceable riaht to withdraw a
portion of a plan surplus to which it is not currently entitled, whether on the basis of precedent or
otherwise.

Accordinaly, when withdrawal of plan surplus requires the approval of employees or an appropriate
reaulatory

authority or a court of law., a government excludes anv amount subiect to this restriction from its expected
future benefit until such approval has been obtained. A chanae in the allocation of surplus between a
agovernment and its employees is incorporated into the calculation of the expected future benefit only when
it

has been agreed to and, when required, approved by the appropriate regulatory authorities.



