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In preparing the 2015-16 Public Accounts of Ontario, the province's professional accounting
staff and the Auditor General's Office engaged in discussions about the appropriate
application of Public Sector Accounting Board (PSAB) standards regarding pension
accounting for the province's jointly-sponsored pension plans. Despite best efforts to resolve
concerns, the province’s professional accounting staff and the Auditor General continue to
have differences of opinion. The government committed to forming an independent expert
panel to deliver advice and recommendations on this issue.

The following four members have been appointed to the Pension Asset Expert Advisory
Panel:

= Tricia O’'Malley (Chair)
=  Murray Gold

= Uros Karadzic

= Paul Martin

Tricia O'Malley has been a member of the Canadian Actuarial Standards Oversight Council
since 2012, serving as Chair since January 2015. She has also been a member of the
Canadian Accounting Standards Oversight Council since 2013. She is currently a member of
the Board and Chair of the Audit Committee of Assuris, which guarantees benefits on policies
written by life insurers in Canada.

Ms. O’Malley was Chair of the Canadian Accounting Standards Board (AcSB) from 2009 to
2010 and also served as its first full-time Chair from 1999 to 2001. She was a member of the
International Accounting Standards Board (IASB) from 2001 until 2007 and she served on its
staff as Director of Implementation Activities from 2007 to 2009. Supported by AcSB staff, she
chaired the International Forum of Accounting Standard Setters, an informal association of
bodies with a responsibility for setting or reviewing accounting standards in their various
jurisdictions, from 2011 until April 2016.

Before joining the AcSB in 1999, Ms. O’Malley spent 17 years as a partner in the National
Assurance and Professional Practice Group of KPMG Canada, where she consulted on
complex accounting issues, focusing on financial instruments and structured finance
transactions.

In 2011, Ms. O’Malley was named as one of Canada’s Top 100 Most Powerful Women by the
Women’s Executive Network. In 2012, she received the Queen Elizabeth Il Diamond Jubilee
Medal. In June 2016, Ms. O’Malley received a Doctor of Laws honoris causa degree from the
University of Waterloo.

Murray Gold is a leading practitioner and senior pension and benefits partner at Koskie
Minsky LLP. Mr. Gold advises governing boards of public sector, multi-employer and jointly-
trusteed pension and benefits plans across Canada on compliance issues and best practices.
He represents pension boards, as well as plan sponsors, retiree groups and active members
in pension litigation in pension regulatory and judicial proceedings.



Mr. Gold has been lead counsel for Koskie Minsky in regard to pension reform initiatives and
litigation in Newfoundland, New Brunswick, Ontario and Alberta, and health benefit plan
reforms in Ontario and British Columbia. Mr. Gold was appointed by the Premier of Ontario to
Ontario’s Technical Advisory Group on Retirement Security in February 2014. In 2008 he
served as an expert advisor to the Ontario Expert Commission on Pensions, and in 2016, he
served as a first director of the Ontario Retirement Pension Plan Administration Corporation.

Mr. Gold is a Fellow of the Ontario Teachers’ Federation, recognizing his work with the
Ontario Teachers’ Pension Plan.

Murray served on the firm’s executive committee and then as the firm’s managing partner
from 2012-2016.

Uros Karadzic is a partner at EY’s People Advisory Services Reward practice, which includes
pension, benefit and compensation consulting. As a pension actuary, Mr. Karadzic has
extensive experience in accounting for benefit plan obligations. He works with numerous EY
audit teams, the EY Professional Practice (Canadian and Global) and industry bodies on
benefit accounting issues.

Mr. Karadzic has advised Canadian and multinational clients on all aspects of their pension
and benefit plans, including accounting, funding, design, implementation, management, risk
and administration. His primary focus is in:

= Pension audit and internal audit
= Pension and benefit issues in merger and acquisition transactions
= Ongoing advisory services on retirement benefit plans

Since 2006, Mr. Karadzic has been a Fellow of the Society of Actuaries (FSA) and a
Fellow of the Canadian Institute of Actuaries (FCIA).

Paul Martin is Comptroller with the Government of New Brunswick and previously a partner
with the national accounting firm of Grant Thornton LLP. He is a respected leader with more
than 35 years of experience. He has significant expertise with Public Accounting Standards
and pension plans including the shared risk/targeted benefit models. Mr. Martin is a past
president of the New Brunswick Institute of Chartered Accountants and currently serves as a
member of the CPA Canada Employment Benefits Task Force.

Matt Ostergard, Minister’s Office, 416-326-3839 ontario.cal/treasury-board-
Jason Wesley, Communications, 416-327-4023 secretariat

Disponible en francais
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Key Messages:

e In preparing the 2015-16 Public Accounts of Ontario, the province's professional
accounting staff and the Auditor General's Office engaged in discussions about the
appropriate application of Public Sector Accounting Board standards regarding
pension accounting for the province's jointly sponsored pension plans.

e As aresult of these conversations, the government committed to forming an
independent expert panel to deliver advice and recommendations on this issue.

e Ontario has appointed four members to the Pension Asset Expert Advisory Panel.
This short-term advisory body, chaired by Tricia O’Malley, has been appointed by
the President of the Treasury Board, and comprises experts in the areas of jointly
sponsored pension plans, actuarial modelling for pension plans and Public Sector
Accounting Standards (PSAS).

e The independent panel will look at the application of public sector accounting
standards to Ontario’s net pension assets. Panel members will also provide advice
on how to value net pension assets reported on the province’s books, taking into
account future decisions which might be made by the plan’s sponsor or sponsors.

e The panel’s report is due to the President of the Treasury Board. It will be shared
with the Auditor General of Ontario and be made public in early 2017.



Media Qs&As

Expert Advisory Panel

1.

What will the Expert Advisory Panel do?

The Pension Asset Expert Advisory Panel will deliver advice and recommendations
to the government on the application of Public Service Accounting Standards
(PSAS) to Ontario’s net pension assets for defined benefit pension plans. The Panel
will also provide advice on how to value net pension assets reported on the
province’s books, taking into account future decisions which might be made by the
plans’ sponsors.

When will the Panel’s report be ready? Will this report be made public? What
happens after that?

The panel's report is due to the President of the Treasury Board. It will be shared
with the Auditor General of Ontario and be made public in early 2017 in both English
and French.

Who will be on the Panel?

The membership of the Pension Asset Expert Advisory Panel is comprised of
accounting, legal, and pension experts in the areas of jointly sponsored pension
plans, actuarial modelling for pension plans and Public Sector Accounting
Standards.

The following four members have been appointed to the Pension Asset Expert
Advisory Panel:

Tricia O’Malley (Chair)

Murray Gold

Uros Karadzic

Paul Martin

How much are they going to be paid?

The Chair will be compensated at $2,000 per diem for the Chair and $1,900 per
diem for the members. Panel members will also be reimbursed for reasonable
expenses incurred in connection with their duties in accordance with Treasury
Board/Management Board of Cabinet Directives and Guidelines.



5. How much is this panel going to cost?

The cost of the Panel has been estimated based on the timeline and amount of effort
and support services that will be required. The Province will be responsible only for
the costs of the appointed members to attend the meetings and any people
supporting the work of panel.

IF ASKED ABOUT PAUL MARTIN

As a member of the public service of the Province of New Brunswick it would be
inappropriate for Mr. Martin to receive compensation. He will be eligible for the
expense reimbursements.

6. The panel won’t have the authority to overrule the AG — what’s
the point?

The government is responsible for ensuring the objectivity and integrity of the
consolidated financial statements. In fulfilling this responsibility, the government
needs to ensure that its accounting policies fairly reflect the economic substance of
the government’s transactions and activities. This is a complex accounting matter.
The outcome of the Panel’s work will help to inform the government’s decisions on
future accounting policies related to pension plans.

The role of the Auditor General will continue to be one of reviewing the Province’s
financial statements to ensure that they fairly reflect the financial position and
activities of the government.

7. Has the AG endorsed this panel? Will she be a part of it?

The Auditor General is not part of the panel itself. However, part of the Panel work
will be to understand the Auditor General’s position on this issue..

8. Isn’t the Public Sector Accounting Board looking into this issue?
Why create a panel?

The Public Sector Accounting Board has initiated a project to review current
accounting standards related to accounting for employee future benefits. The
outcome of the project may impact future accounting standards for pension plans;
however, the issue that the Panel will address focuses on the interpretation of
existing standards related to Ontario’s specific joint defined pension plans.



9.

10.

11.

Why are you continuing to fight the Auditor General in public on
this issue?

In preparing the 2015-16 Public Accounts of Ontario, the province's professional
accounting staff and the Auditor General's Office engaged in discussions about the
appropriate application of Public Sector Accounting Board (PSAB) standards
regarding pension accounting for the province's jointly sponsored pension plans.

From the government’s perspective, the accounting treatment for jointly sponsored
pension plans that was initially adopted in 2001 is still appropriate. Given the
difference of opinion, the Province filed a time-limited regulation, which legislated
the accounting for pension assets of jointly-sponsored pension plans for the 2015-
16 Public Accounts only. The government believes this is consistent with the fiscal
outcome proposed by the Auditor General.

Since the release of the Public Accounts, the government has taken action to
establish a Pension Asset Expert Advisory Panel to provide advice on the
interpretation of the accounting standards to Ontario’s defined benefit pension
plans. The results of the Panel will help inform the province’s future accounting
treatment.

It remains the government’s responsibility to ensure that the Province’s financial
results are presented fairly. The actions being taken by the government are
intended to serve the public interest and to fulfill that important responsibility.

You’ve agreed with the Auditor General’s numbers in September,
why don’t you just accept her ruling and continue to use her
methodology going forward?

Although the 2015-16 Public Accounts reported financial results are consistent with
the Auditor General’s interpretation of the accounting standards for jointly
sponsored pension plans, those results were only made possible through a
regulation enacted by the government.

To ensure the fair reporting of the Province’s financial results, the government has
established a Pension Asset Expert Advisory Panel that will advise the government
on the interpretation of accounting standards to the government’s defined benefit
pension plans. The results of the Panel, once available, will help to inform the
Province’s future accounting treatment for our defined pension benefit plans.

It sounds like the government is yet again fighting with the
Auditor General. What do you say to this?

This is not true from the government’s perspective. Let me explain why: the
government respects the oversight and recommendations provided by all
independent officers of the Legislative Assembly of Ontario, including the Auditor



General. In this case, for the 2015-16 Public Accounts, while one specific issue is
being sorted through, we enacted a regulation which would allow us to reflect the
financial impact consistent with the Auditor General’s numbers.

We believe that this complex and significant accounting matter would benefit from
additional discussions, information and consideration.

That’s why the Government has appointed the Pension Asset Expert Advisory
Panel to provide advice and recommendations to the government on the application
of Public Service Accounting Standards (PSAS) to Ontario’s net pension assets.
The Panel will also provide advice on how to value net pension assets reported on
the province’s books, taking into account future decisions which might be made by
the plan’s sponsor.
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Media Protocol — Pension Asset Expert Advisory Panel

The following media protocol is designed to ensure that any media requests pertaining
to the work of the Pension Asset Expert Advisory Panel are co-ordinated in a structured,
timely and efficient way.

Media inquiries will be coordinated through TBS Communications and directed to the
panel spokesperson (Chair) as appropriate.

Should members of the panel receive a direct request from a member of the media,
they should refer the request to the Chair who will notify TBS Communications. TBS will
ensure the Chair is supported with the appropriate information to respond to inquiries
and provide further support as needed.

Key Spokespeople:
Tricia O’Malley. Pension Asset Expert Advisory Panel Chair: 416-570-1924,
plomalley@outlook.com (Contact information for internal use only — media will work

through TBS Communications)

Matt Ostergard, Treasury Board Secretariat Minister’s Office, 416-326-
3839, matt.ostergard@ontario.ca

Jason Wesley, Treasury Board Secretariat Communications Branch: 416-327-
4023, Jason.2wesley@ontario.ca (group email as alternate contact option is (@ TBS-L-
Issues and Media)

Who Speaks to What:

Chair can speak to the work of the panel and its mandate, what it will consider and the
scope of its duties to assess accounting standards and provide advice to the
government on how to value and account for pension assets.

Treasury Board Secretariat can speak to all other issues such as remuneration, current
practices of reporting in public accounts and any history which led to the establishment
of the panel. Any broader political questions such as impacts on relationships with the
Auditor General should be referred to Treasury Board Secretariat.



Social Media:

Members of the panel may continue to use any personal social media accounts they
have, however we ask that any mention of work associated with your duties as a panel
member be strictly professional in nature and that comments do not go beyond the
scope of the panel's mandate. Please refrain from any personal social media use that
may be perceived as conflicting with the mandate of the panel and from engaging with
any negative tweets that may occur.

Statement:
Following is a suggested statement for use by Chair Tricia O’Malley:

| am looking forward to working with my colleagues on the panel — Murray Gold, Uros
Karadzic and Paul Martin — to explore the complex issue of pension accounting and
advise the government on how it can best apply public sector accounting standards to
pension accounting.

Questions and Answers:

1. What will the Expert Advisory Panel do?

The Expert Advisory Panel will deliver advice and recommendations to the
government on the application of Public Sector Accounting Standards (PSAS) to
Ontario’s net pension assets. The panel will also provide advice on how to value net
pension assets reported on the province’s books, taking into account future
decisions which might be made by the plan’s sponsor.

The panel's report is due to the President of the Treasury Board. It will be shared
with the Auditor General of Ontario and be made public in early 2017.

2. What happens after your final report is sent to the government?

The Panel’s recommendations will be delivered to the President of the Treasury
Board. It will be shared with the Auditor General of Ontario and be made public in
early 2017. | understand that Treasury Board will carefully consider the
recommendations made by the panel and will ultimately make the report public.

3. Are you confident that you have the right mix of skills on the panel to
complete this task?

Yes. The panel members have a very broad range of skills as well as practical
knowledge and experience which will help us fully assess the accounting challenges



around pension assets. The panel members have deep skill sets in accounting and
legal, as well as pension expertise in the areas of jointly sponsored pension plans,
actuarial modelling for pension plans and Public Sector Accounting Standards.

. What is your opinion on the disagreement between the province and the
Auditor General over the accounting treatment of pension assets?

The panel is focussed on what we have been tasked to do by the government. The
mandate of the panel is to deliver advice and recommendations to the government
on the interpretation of Public Sector Accounting Standards (PSAS) related to the
recognition and measurement of net pension assets.
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N
Er >Ontario NEWS

Treasury Board Secretariat

Ontario Names Expert Panel to Review Pension Assets
Independent Panel to Deliver Recommendations on Accounting for Pension Assets

NEWS November 10, 2016

Ontario has appointed four members [link to Backgrounder with bios] to its newly established
Pension Asset Expert Advisory Panel to provide advice and recommendations to the
government on the application of public sector accounting standards to Ontario’s net pension
assets.

The members of this short-term advisory body include Murray Gold, Uros Karadzic, Paul
Martin and chair Tricia O’Malley. The panel has been appointed by President of the Treasury
Board Liz Sandals, with members having expertise in the areas of jointly-sponsored pension
plans, actuarial modelling for pension plans and Public Sector Accounting Standards.

Panel members will also provide advice on how to value net pension assets reported on the
province’s books, taking into account future decisions which might be made by the plan’s
SpONSOr or SpoNsors.

QUOTES

“We look forward to receiving the expert panel’s report and recommendations on this
important accounting issue. This independent advice will guide our discussions as we work
toward agreement with the Auditor General of Ontario on the future preparation of the
province’s financial statements.”

— Liz Sandals, President of the Treasury Board

“Pension accounting is a complex issue. | look forward to bringing together the unique
professional skillsets and perspectives of the advisory panel and to delivering
recommendations that will help clarify how public sector accounting standards are interpreted
and applied.”

— Tricia O’Malley, Chair, Pension Asset Expert Advisory Panel

QUICK FACTS

= In preparing the 2015-16 Public Accounts of Ontario, the province's professional
accounting staff and the Auditor General's Office engaged in discussions about the
appropriate application of Public Sector Accounting Board (PSAB) standards regarding
pension accounting for the province's jointly sponsored pension plans. Despite best efforts
to resolve concerns, the province’s professional accounting staff and the Auditor General
continue to have differences of opinion, and the government committed to forming an
independent expert panel to deliver advice and recommendations on this issue.

= The panel’s report is due to the President of the Treasury Board. It will be shared with the
Auditor General of Ontario and be made public in early 2017.

= Public Accounts is a retrospective report that compares Ontario’s actual performance to
what was planned in the Budget.



= Treasury Board Secretariat prepares the Public Accounts in accordance with the principles
for governments recommended by the PSAB, which independently establishes accounting
standards for the public sector in Canada.

= The objective of PSAB standards is to meet the needs of the users of financial statements
by providing the information needed for accountability and decision making.

ADDITIONAL RESOURCES

Pension Asset Expert Advisory Panel [link to Backgrounder with bios]

Pension Asset Expert Advisory Panel Terms of Reference

2015-16 Public Accounts and explore supplementary information available through new data
visualization tools

Watch a video explaining Public Accounts

Learn about the government’s fiscal cycle

Matt Ostergard, Minister’s Office, 416-326-3839 ontario.cal/treasury-board-
Jason Wesley, Communications, 416-327-4023 secretariat
Disponible en francais
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WEEKLY OVERVIEW

The dispute over whether Ontario’s pension assets should be deducted from or added
to the deficit in the Public Accounts gathered steam on the first day of the issue after
the Canadian Press was quick to jump on the story.

Despite an initial flurry of a negative activity Monday Oct, 3, 2016, a flurry which had
indicated a storyline that the government was trying to fudge the deficit numbers, it
became clear to the media early in the game that the story revolved about opinions on
accounting practices.

The breaking news included a negative Canadian Press story that ended up running in
almost 40 different media outlets.

Still, appetite for the story had gradually weakened and by the end of the day the
original narrative had no legs as a political hot potato.

The lukewarm media response on that first day was mostly due to Attorney General
Bonnie Lysyk’s seeming unwillingness to offer any comprehensive comment.

Other than the Globe and Mail, Toronto Star and Toronto Sun, most major media were
happy to run the Canadian Press story, which moved at just after 3 p.m. Toronto Star
and the Globe and Mail coverage ended up as even handed.

A piece by insidetoronto.com writer David Nickle. quoted PC finance critic saying the
Wynne governmment is “in full panic mode. The only way they're going to reach
balance is a one-time sale of assets. Then we plunge back into deficit. It's an artificial
balancing of the budget.”

QP Briefing offered both sides of the story, explaining why the two sides are at odds in
the second paragraph.

Divergent coverage continued Tuesday after a Treasury Board Secretariat technical and
media briefings explained the situation. A News Release indicating the dynamics of the
disagreement between TBS and the AG was posted on Newsroom and circulated to the
gallery media. Minister Sandals was mentioned throughout the coverage.

Clarifying the details had a major mitigating impact on the story.

The Toronto Star ran a balanced follow piece that quoted Minister Sandals’ explanation
and included the Opposition Leader’s criticism from Question Period. Ottawa Citizen
column by David Reevely opined that the government is on its “third and dumbest” fight
with the AG over a small issue while the good news is the deficit is almost gone and the
books balanced. The Toronto Sun coverage was overall negative, with Christina
Blizzard arguing “apart from the fancy accounting footwork, here's what's truly troubling:

3



The arrogant refusal of this government to listen to the advice of the independent
officers of the legislature, whose job it is to make sure the rules are followed, that the
government is fair, that your money is spent wisely.”

A total of 56 PostMedia outlets ran a negative cookie-cutter piece titled What will Grits
cut now that debt is $10.7B higher?

Enthusiasm for the story had waned by Wednesday evening, after TBS and the AG
appeared to agree to disagree on the issue. A broad explanation of the situation by TBS
executives at the Standing Committee on Public Accounts and a non-confrontationary
stance taken by the AG herself seemed to difuse the situation.

An opposition storyline in Question Period that this was yet another time the Ontario
government had argued with the AG as well as other legislative officers found little
traction in the media.

Thursday and Friday saw only minimal coverage.

It is clear by the number of media e-mails open on the Oct. 6, 2016 Ontario Newsroom
(see charts on page 5) that media interest had receded between the first and second
Newsroom release.

Overall the coverage was marginally negative, with the partisan Sun-PostMedia outlets
tending to use the situation as a prop to attack the governing party.

However, the coverage of the main media — Star, Globe and Mail and TV Channels —
was mostly accurate and informative. TBS narrative was carried in almost all stories
after the initial CP coverage.

Minister Sandals was quoted fairly in numerous pieces.



Newsroom statistics for Public Accounts releases

Oct. 4, 2016

NR - Last Year’s Ontario Deficit $3.5 Billion Lower Than
Projected

Visitor type Pageviews
Internal OPS 726
Non-OPS 783

Media OPS Public Total
Emails sent 1281 2836 11162 15279
Email opens 311 2950 3704 7120
Open rate 24.28% 104.02% |33.18% |46.60%
Oct. 6, 2016
NR - Ontario Releases 2015-16 Public Accounts
Visitor type Pageviews
Internal OPS 248
Non-OPS 249

Media OPS Public | Total
Emails sent 1304 2923 11855 16082
Email opens 229 1349 2909 4487
Open rate 17.56% 46.15% 24.54% | 27.90%




MONDAY

QP BRIEFING - Liberals at odds with auditor general over $1.5-billion

discrepancy in deficit
By Sabrina Nanji

The Ontario government and auditor general continue to butt heads over the province's
financial books, particularly a $10.7-billion hike in the province's net debt and $1.5-
billion increase to the annual deficit.

At issue was whether to include pension assets for the jointly-sponsored provincial
pension plans (Ontario Teachers' Pension Plan and that of the Ontario Public Service
Employees' Union), which were valued at $10.7 billion as of March 31. But because the
government can't legally spend or access these funds unilaterally, Auditor

General Bonnie Lysyk said it should not be included in the government's balance sheet
and instead be added to the net debt and accumulated deficit.

Released Monday afternoon, nearly one week after the legal deadline, Ontario's
unaudited public accounts also show a $1.5-billion discrepancy in the annual deficit,
which came in at $5 billion for the last fiscal year, according to the auditor

general's interpretation. The government's rubric would have shown a $3.5-billion
deficit.

Finance Minister Charles Sousa, on the other hand, said the government has
historically reported those pension assets, with no blowback from past auditors general,
since 2001. Sousa reiterated that the government will come to balance as promised by
the end of March 2018.

In order to release the public accounts, which were legally supposed to be tabled Sept.
27 (or 180 days from the close of the province's fiscal year, on March 31), the
government filed a time-limited regulation that will go under review and allowed

the unaudited financial statements be released.

The government said it was informed of the Auditor General's concern in writing on
Sept. 13.

In a statement Monday, Lysyk said she was "disappointed” in the government's decision
to release the public accounts sans her opinion and that the work to finalize the report is
ongoing.

"This is the first time in the history of Ontario that the statements have been released
without the audit opinion," Lysyk said. "As late as 10:30 a.m. this morning, we were still
in discussions over an accounting issue that we brought to the government's attention in
June of this year."

The Progressive Conservatives, who had been hammering the Liberals in question



period over the delay - and even alleged that internal Treasury Board bureaucrats
accused the Auditor General of having a political agenda - said the government is in "full
blown panic mode."

This is not the first time that the Liberal government and Lysyk have been at odds. The
auditor general has criticized the government for amending her oversight of taxpayer-
funded advertising, arguing that it turned her office into a "rubber stamp."!

The Liberals also disagreed with Lysyk's critique of their smart meter program, with
former energy minister Bob Chiarelli taking heat? for remarks he made in the
immediate aftermath.



GLOBE AND MALIL - Ontario Liberals fighting with AG over deficit discrepancy.

theglobeandmail.com

Mon Oct 3 2016, 3:10pm ET
Section: National

Byline: Adrian Morrow

Ontario's Liberal government is fighting with the province's auditor-general over a $1.5-
billion discrepancy in last year's deficit and a $10.7-billion difference in Ontario's net
debt.

The government had hoped to announce that last year's final deficit figure was $3.5?-
billion - $2.2-billion less than the most recent projection.

But Auditor-General Bonnie Lysyk ?argued that surpluses in two provincial pension
plans should not be counted as government assets because the government does not
have access to the money.

Not counting the $10.7-billion surpluses in teachers' and public service pension plans
would add that amount to the province's net debt. The $1.5-billion the province
contributed to the pension plans last year, meanwhile, would count as part of the deficit.

On Monday, Finance Minister Charles Sousa announced he will temporarily accept the
auditor's interpretation while a third-party review tries to determine which is correct.

Using Ms. Lysyk's methodology shows a $5-billion deficit last year.

Follow this link to view this story on globeandmail.com: (www.theglobeandmail.com»)




CANADIAN PRESS - Ontario government disputes auditor general's accounting
methods

(Ont-Economy) TORONTO - **>0ntario<**'s Liberal government is in a spat
with the auditor general over accounting practices that would affect the
province's deficit by $1.5 billion.

The government says auditor general Bonnie Lysyk is taking issue with their pension
asset accounting, though it says these are rules that have been used for the past 14
years.

The issue is with the accounting of the **>Ontario Public Service<** Employees Union
Pension Plan and the **>Ontario<** Teachers' Pension Plan, which are jointly
sponsored with the government.

The government says the plans have a surplus, but the auditor general says that should
not be on the province's balance sheet.

Under that accounting, **>Ontario<**'s deficit for 2015-16 was $5 billion, but under the
government's accounting the deficit would be

$3.5 billion.

The audited public accounts are supposed to be tabled 180 days after the end of the
fiscal year, which was Sept. 27 this year, but that deadline was missed because of the
dispute with the auditor.

The government is releasing the unaudited financial statements.

(The Canadian Press)



TORONTO STAR - Accounting spat leads to differing Ontario deficit figures

Depending on whom you believe, Ontario’s deficit last year was either $3.5
billion or $5 billion.

Auditor General Bonnie Lysyk no longer believes the government should
include on its bottom line its share of assets from the teachers’ and public
servants’ pension funds that it co-sponsors

By Robert Benzie

Depending on whom you believe, Ontario’s deficit last year was either $3.5
billion or $5 billion.

And the province’s net debt was either $294.5 billion or $305.2 billion.

Finance Minister Charles Sousa and Treasury Board President Liz Sandals
insist it's the former.

Auditor General Bonnie Lysyk says it's the latter.

That’s because she no longer believes the government should include on
its bottom line its share of assets from the teachers’ and public servants’
pension funds that it co-sponsors.

Against the backdrop of the accounting dispute, Sousa and Sandals on
Monday released an unaudited version of the province'’s public accounts for
the fiscal year that ended March 31.

“I'm disappointed that the government decided that this was the appropriate
thing to do,” Lysyk, an independent watchdog, said of the Liberals’
extraordinary move.

While the ministers agreed to her deficit and debt numbers for the time
being, there will be an independent review by experts of accounting
practices in coming months that could result in the lower figures being
used.

Sousa stressed the province will balance the books in next year’'s budget
regardless of the interpretation of the $10.7 billion in pension assets.
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“The impact of this change resulted in our deficit number being $1.5 billion
higher than it otherwise would have been in the 2015-16 had we used the
same standards employed for the past 14 years,” the finance minister said,
noting the auditor general signed off on the pension assets in previous
years.

“These standards have been consistently accepted by the past four
auditors — including the current auditor general,” he said.

“This year — two weeks before the Sept. 27 deadline for the tabling of
public accounts — we learned in writing from the auditor general of her new
interpretation of the accounting treatment for our jointly sponsored pension
funds.”

Asked what changed, Lysyk said her office took a closer look at the
government’s claim to the Ontario Public Service Employees’ Union
Pension Plan and the Ontario Teachers’ Pension Plan, which it co-

Sponsors.

‘I had my staff review that asset much more than in past years,” she told
the Star, concluding that, because the government does not have ready
access to the funds, they should not be considered assets.

While the government and the auditor have been at ODDS over issues as
disparate as the cost of green ENERGY and her diminished authority over
reviewing government ADVERTISING, Sandals insisted the new
disagreement is just about accounting.

“This really, truly, is not about politics,” the treasury board president said.

But Progressive Conservative MPP Vic Fedeli (Nipissing) accused the
Liberals of trying to “usurp” the auditor general’s independence and
authority.

“When the auditor finds an $11 billion hole in the budget the Liberal
accounting, the Liberal answer, is to release this unaudited report,” said
Fedeli, referring to the $10.7 billion.

“They’re in full-blown panic mode. There were 40 or 50 Liberal staffers
here,” he said of the joint Sousa and Sandals media briefing Monday
afternoon.

“Now, I think the accounting world will have even larger questions.”
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NATIONAL POST - Liberals in spat with AG: Ontario says province’s deficit
is $3.5B, but auditor general says it’'s $1.5B more

TORONTO — Ontario’s Liberal government is in a spat with the auditor general over
accounting practices that would affect the province’s deficit by $1.5 billion.

The government says auditor general Bonnie Lysyk is taking issue with their pension
asset accounting, though it says these are rules that have been used for the past 14
years.

The issue is with the accounting of the Ontario Public Service Employees Union
Pension Plan and the Ontario Teachers’ Pension Plan, which are jointly sponsored with
the government.

The government says the plans have a surplus, but the auditor general says that should
not be on the province’s balance sheet.

Under that accounting, Ontario’s deficit for 2015-16 was $5 billion, but under the
government’s accounting the deficit would be $3.5 billion.

The audited public accounts are supposed to be tabled 180 days after the end of the
fiscal year, which was Sept. 27 this year, but that deadline was missed because of the
dispute with the auditor.

The government is releasing the unaudited financial statements.

12



TORONTO SUN - LIBERALS IN A SPAT WITH AUDITOR GENERAL

THE CANADIAN PRESS

TORONTO - Ontario’s Liberal government is in a spat with the auditor general over
accounting practices that would affect the province’s deficit by $1.5 billion.

The government says auditor general Bonnie Lysyk is taking issue with their pension
asset accounting, though it says these are rules that have been used for the past 14
years.

The issue is with the accounting of the Ontario Public Service Employees Union
Pension Plan and the Ontario Teachers’ Pension Plan, which are jointly sponsored with
the government.

The government says the plans have a surplus, but the auditor general says that should
not be on the province’s balance sheet.

Under that accounting, Ontario’s deficit for 2015-16 was $5 billion, but under the
government’s accounting the deficit would be $3.5 billion.

The audited public accounts are supposed to be tabled 180 days after the end of the
fiscal year, which was Sept. 27 this year, but that deadline was missed because of the
dispute with the auditor.

The government is releasing the unaudited financial statements.
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Ontario Liberals have consistently made the fiscal file worse

TORONTO SUN - FUREY COLUMN - Liberals have consistently made the fiscal
file worse

an

BY ANTHONY FUREY, POSTMEDIA NETWORK

TORONTO - The Ontario Liberals are so lousy at budgeting that on Monday alone they
increased the provincial debt by a whopping $10.7 billion.

No, this time it wasn’t cancelled gas plants. Or tossing billions at needless green
schemes that only increase your energy bills.

A dispute between the government and provincial auditor general Bonnie Lysyk has
ended up with the books suddenly worse than previously thought. The AG took issue
with the fact that the government was taking the surpluses from pension plans for both
the teachers and OPSEU and including them on their balance sheets.

Lysyk reportedly told the Liberals to take them off because you can’t claim money on
your ledger that isn’t yours to take. No kidding.

Now teachers and public workers know they’re not just used as pawns during election
time, but during the annual budget process too.

But the government countered that the practice had been going on their whole time in
office, and for two years under the PC government. They were apparently working
things out behind the scenes with the AG, when the Liberals suddenly released new
and far-from-improved financial statements without Lysyk’s input.

At a time when the Liberals’ financial credibility can’t go any lower, it's a reckless move.

Then again, they’ve been reckless about money matters since before they were in
power. It all started back during the 2003 election when then opposition leader Dalton
McGuinty signed the taxpayers pledge. No new taxes, he promised. Then he broke the
promise that very term.

And do we really know to this day the extent of what happened at eHealth and Ornge?
Will we ever really know what happened during the gas plants scandal? And how many
more stories do we need to run about seniors and low-income Ontarians being driven
into energy poverty by cynical partisan decisions?

Since 2003, the Ontario Liberals have consistently made the fiscal file worse. The

Liberals inherited a $65-billion budget from the PCs. Now it's at over $130 billion. And
the debt was around $140 billion. Now it's crossing $300 billion.
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It took from 1867 to 2003 to get to the figures the Liberals inherited. Yet the Liberals
managed to double those numbers in a mere dozen years.

A Treasury Board statement released Monday says “the change in accounting
treatment is not a reflection on the funding status of the plans, or the quality of financial
reporting by the province.”

Really? It's hard to believe there’s a single person left in this province who doesn’t
doubt the quality of financial management by the government.

Finance Minister Charles Sousa said in the legislature that despite this news, the

budget will still be balanced by 2018. In the comedy of errors that is Ontario money
matters, that’s a good spot to cue the laugh track.
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REUTERS - Ontario says 2015-16 deficit smaller than projected, debt rises
By Ethan Lou

TORONTO (Reuters) - The Canadian province of Ontario ran a smaller deficit in the 2015-16
fiscal year than previously projected, although net debt increased, the provincial
government said on Monday in an unaudited annual report.

The government said the deficit for the 2015-16 fiscal year ended March 31 would come in
at C$5 billion ($3.81 billion), versus the C$5.7 billion projected in February.

The net debt has risen by C$10.7 billion to C$305.2 billion, according to the Liberal
government's report, which added that Canada’s most populous province remained on track
to balance its budget by 2017-18.

Provincial Treasury Board President Liz Sandals said the government published the report
unaudited because of a difference of opinion on accounting methods with Auditor General
Bonnie Lysyk.

In what it called a departure from the usual practice, the province said Lysyk had wanted
the surplus on two public-sector pension plans off the government's balance sheet.

Lysyk's views were ultimately taken into account in the unaudited report, Sandals told
reporters, saying the deficit would have otherwise been even lower at C$3.5 billion.

Ontario accounts for about 40 percent of the country’s economy and has run deficits for
nearly a decade.

Lysyk said by telephone she was "disappointed"” by the government's move but that her
office was proceeding with an audit of the report.

Ontario accounts for about 40 percent of the country’s economy and has run deficits for
nearly a decade.
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WINNIPEG FREE PRESS - Ontario government disputes auditor general's
accounting methods

TORONTO - Ontario's Liberal government is in a spat with the auditor general over
accounting practices that would affect the province's deficit by $1.5 billion.

The government says auditor general Bonnie Lysyk is taking issue with their pension
asset accounting, though it says these are rules that have been used for the past 14
years.

The issue is with the accounting of the Ontario Public Service Employees Union
Pension Plan and the Ontario Teachers' Pension Plan, which are jointly sponsored with
the government.

The government says the plans have a surplus, but the auditor general says that should
not be on the province's balance sheet.

Under that accounting, Ontario's deficit for 2015-16 was $5 billion, but under the
government's accounting the deficit would be $3.5 billion.

The audited public accounts are supposed to be tabled 180 days after the end of the
fiscal year, which was Sept. 27 this year, but that deadline was missed because of the
dispute with the auditor.

The government is releasing the unaudited financial statements.
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METRO NEWS - Ontario government disputes AG's accounting methods
By: Staff The Canadian Press Published on

TORONTO — Ontario's Liberal government is in a spat with the auditor general over
accounting practices that would affect the province's deficit by $1.5 billion.

The government says auditor general Bonnie Lysyk is taking issue with their pension
asset accounting, though it says these are rules that have been used for the past 14
years.

The issue is with the accounting of the Ontario Public Service Employees Union
Pension Plan and the Ontario Teachers' Pension Plan, which are jointly sponsored with
the government.

The government says the plans have a surplus, but the auditor general says that should
not be on the province's balance sheet.

Under that accounting, Ontario's deficit for 2015-16 was $5 billion, but under the
government's accounting the deficit would be $3.5 billion.

The audited public accounts are supposed to be tabled 180 days after the end of the
fiscal year, which was Sept. 27 this year, but that deadline was missed because of the
dispute with the auditor.

The government is releasing the unaudited financial statements.
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GLOBAL TV NEWS - Ontario government disputes auditor general’s accounting

methods on pension plans
By Staff The Canadian Press

Auditor General Bonnie Lysyk speaks during a news conference in the Ontario
Legislature in Toronto on Wednesday, June 8, 2016.

TORONTO — Ontario’s Liberal government is in a spat with the auditor general over
accounting practices that would affect the province’s deficit by $1.5 billion.

The government says auditor general Bonnie Lysyk is taking issue with their pension
asset accounting, though it says these are rules that have been used for the past 14
years.

The issue is with the accounting of the Ontario Public Service Employees Union
Pension Plan and th

The government says the plans have a surplus, but the auditor general says that should
not be on the province’s balance sheet.

Under that accounting, Ontario’s deficit for 2015-16 was $5 billion, but under the
government’s accounting the deficit would be $3.5 billion.

The audited public accounts are supposed to be tabled 180 days after the end of the
fiscal year, which was Sept. 27 this year, but that deadline was missed because of the
dispute with the auditor.

The government is releasing the unaudited financial statements.
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CTV NEWS - Ontario government disputes auditor general's accounting
methods

TORONTO -- Ontario's Liberal government is in a spat with the auditor general over
accounting practices that would affect the province's deficit by $1.5 billion.

The government says auditor general Bonnie Lysyk is taking issue with their pension
asset accounting, though it says these are rules that have been used for the past 14
years.

The issue is with the accounting of the Ontario Public Service Employees Union
Pension Plan and the Ontario Teachers' Pension Plan, which are jointly sponsored with
the government.

The government says the plans have a surplus, but the auditor general says that should
not be on the province's balance sheet.

Under that accounting, Ontario's deficit for 2015-16 was $5 billion, but under the
government's accounting the deficit would be $3.5 billion.

The audited public accounts are supposed to be tabled 180 days after the end of the
fiscal year, which was Sept. 27 this year, but that deadline was missed because of the
dispute with the auditor.

The government is releasing the unaudited financial statements.
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INSIDETORONTO.COM - Treasury board, auditor general at odds over
pensions; Ontario deficit balloons to $5 billion

ad |
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Queen's Park
It appears Ontario's deficit will balloon to S5-billion after the auditor general and treasury board provide
conflicting numbers.

By David Nickle

An accounting dispute between Ontario's auditor general and treasury officials has robbed
Kathleen Wynne's Liberals of bragging rights for a dramatically smaller deficit than had been
projected for 2016.

Had well enough been left alone, Ontario would have had a deficit of $3.5 billion — $5 billion
lower than the deficit projected in the 2015-2016 budget, said provincial finance officials in a
briefing Monday.

But on Sept. 16, the auditor general gave treasury officials notice that a major asset — the pension
funds for teachers and public sector workers — could no longer be counted as such on the
province's books.

The pension funds, argued the AG's office, couldn't be assets because the provincial government
couldn't draw on them for anything other than their purposes.

That meant that with just two weeks to go before the province's deadline for closing the books on
the fiscal years, officials were left scratching their heads about what to do with $10.7 billion
worth of assets they might no longer have.

The solution? A temporary regulation that adjusts the new deficit up to $5 billion until an
independent review can be conducted to see which office is correct.

Finance and treasury officials announced the measure in a technical briefing early Monday

afternoon — just hours after meeting with Auditor General Bonnie Lysyk to discuss the
discrepancy.
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Lysyk released a terse statement regarding the decision to release financial statements absent an
audit opinion.

“This is the first time in the history of Ontario that the statements have been released without the
audit opinion,” Lysyk said. “As late as 10:30 a.m. this morning, we were still in discussions over
an accounting issue that we brought to the government's attention in June of this year.”

Finance Minister Charles Sousa and Treasury Board President Liz Sandals reiterated the
provincial position that they had only learned of the requirement two weeks before the deadline
for filing statements.

And Sousa indicated that provincial accountants and the AG's office remain in sharp
disagreement.

“I have great respect for the auditor general and the province's professional accounting staff,” he
said. “We have a responsibility for the people of Ontario to be open and transparent on our
financial position.”

Opposition critics argued that the government is simply trying to bolster an artificially balanced
budget.

Progressive Conservative finance critic Vic Fidelis said the Wynne government is “in full panic
mode. They're trying to talk about the fact that they're going to balance but its artificial. The only
way they're going to reach balance is a one-time sale of assets. Then we plunge back into deficit.
It's an artificial balancing of the budget.”

Sousa noted that the new numbers still put the government well ahead of its projected deficit
reduction plan.
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CANOE.CA- Spat with AG sees Ontario debt soar

|

SHAWN JEFFORDS, TORONTO SUN

TORONTO - With the stroke of a pen, Ontario's debt jumped by $10.7 billion Monday.

A standoff, quietly brewing behind the scenes for weeks between the province's auditor
general and the Ministry of Finance, has ended with the government grudgingly
declaring the increase in net debt.

The new numbers also mean Ontario's deficit increased $1.5 billion in 2015.

The change comes as the government argues with auditor general Bonnie Lysyk over
accounting rules surrounding two of Ontario's largest public pensions - the Ontario
Teachers' Pension Plan and the Ontario Public Service Employees Union Pension Plan.
Since 2001, the government says it has listed the fund assets.

But the AG warned earlier this fall that she disagreed with the practice because the
government had no actual means to access the cash in each fund and instructed the
government to no longer list the billions in each as assets.

During a hastily arranged technical briefing and press conference, the government said
they will ask for an independent third-party review of the accounting practice. But in the
meantime, they released unaudited financial statements from 2015-16.

In a statement Monday afternoon, Lysyk says she is "disappointed" the government
released the financial statements without her opinion, as is the normal practice.

“This is the first time in the history of Ontario that the statements have been released
without the audit opinion,” Lysyk said.
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WATERLOO CHRONICLE - Ontario disputes auditor accounting

TORONTO — Ontario's Liberal government is in a spat with the auditor general over
accounting practices that would affect the province's deficit by $1.5 billion.

The government says auditor general Bonnie Lysyk is taking issue with their pension
asset accounting, though it says these are rules that have been used for the past 14
years.

The issue is with the accounting of the Ontario Public Service Employees Union
Pension Plan and the Ontario Teachers' Pension Plan, which are jointly sponsored with
the government.

The government says the plans have a surplus, but the auditor general says that should
not be on the province's balance sheet.

Under that accounting, Ontario's deficit for 2015-16 was $5 billion, but under the
government's accounting the deficit would be $3.5 billion.

The audited public accounts are supposed to be tabled 180 days after the end of the
fiscal year, which was Sept. 27 this year, but that deadline was missed because of the
dispute with the auditor.

The government is releasing the unaudited financial statements.

By The Canadian Press
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570 AM NEWS - Ontario government disputes auditor general's accounting
methods

by The Canadian Press
Posted Oct 3, 2016 3:07 pm EDT

TORONTO - Ontario’s Liberal government is in a spat with the auditor general over
accounting practices that would affect the province’s deficit by $1.5 billion.

The government says auditor general Bonnie Lysyk is taking issue with their pension
asset accounting, though it says these are rules that have been used for the past 14
years.

The issue is with the accounting of the Ontario Public Service Employees Union
Pension Plan and the Ontario Teachers’ Pension Plan, which are jointly sponsored with
the government.

The government says the plans have a surplus, but the auditor general says that should
not be on the province’s balance sheet.

Under that accounting, Ontario’s deficit for 2015-16 was $5 billion, but under the
government’s accounting the deficit would be $3.5 billion.

The audited public accounts are supposed to be tabled 180 days after the end of the
fiscal year, which was Sept. 27 this year, but that deadline was missed because of the
dispute with the auditor.

The government is releasing the unaudited financial statements
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AM 680 Radio- Ontario Liberals At Odds With Auditor General's Deficit
Numbers
Don Mitchell

il

Wy

Office of the Auditor General of Ontario
Bureau du vérificateur général de I'Ontario

Kathleen Wynne and the Ontario Liberals have a problem with the accounting methods
of the Auditor General.

On Monday, the government released Ontario’s annual report and unaudited
consolidated financial statements, showing Ontario’s deficit is $3.5 billion lower than the
$8.5 billion projected in the 2015 Budget.

However, AG Bonnie Lysyk has taken issue with the Liberals pension asset accounting
and contests that the Ontario Public Service Employees Union Pension Plan and the
Ontario Teachers’ Pension Plan should not be on the province’s balance sheet.

With that, Lysyk and the Ontario government have a $1.5 billion variance in each others
final numbers for 2015-16.

The Liberals calculations included the pension plans since rules have allowed their
inclusion for the past 14 years. The addition gives the government a planned surplus
and a $3.5 billion deficit.

However, by the Auditor General’s numbers it's more like $5 billion.

The dispute with the auditor is the reason for the late disclosure of public accounts,
which were to be revealed on September 27th. Normally, documents are tabled 180
days after the end of the fiscal year.
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TUESDAY OCT. 4, 2016

TORONTO STAR - $10.7B accounting dispute between auditor general,
province to take ‘months’ to resolve

Actuarial clash is over whether last year’s deficit was $3.5 billion or $5 billion and
whether the prOV|nC|aI net debt is $294.5 billion or $305.2 billion.

Bonnie Lysyk, Ontario's auditor general, says assets in two pension funds that are co-
sponsored by Queen’s Park should not be be considered government assets, as they
have been since 2001, because the province does not have ready access to the
funds. (Darren Calabrese / THE CANADIAN PRESS file photo)

By ROBERT BENZIEQueen's Park Bureau Chief
Tues., Oct. 4, 2016
It will take months to resolve an accounting dispute between the auditor general and the
Liberal government that has wiped $10.7 billion from the province’s bottom line.
Treasury Board President Liz Sandals said independent experts will have to determine
the status of assets in two pension funds that are co-sponsored by Queen’s Park.
While they have been considered government assets since 2001, Auditor General
Bonnie Lysyk recently concluded that they shouldn’t be, because the province does not
have ready access to the funds.
It's an actuarial clash over whether last year’s deficit was $3.5 billion or $5 billion and
whether the provincial net debt is $294.5 billion or $305.2 billion.
“Given the discrepancy of opinion, we do need to get some independent third-party
advice to help us sort this out, because, obviously, we can’t go forward with this
disagreement,” Sandals said Tuesday.

Article Continued Below
“We need to think a little bit about who would we want to engage to do that, what are
the terms of reference, what are the questions we need to sort out. Obviously, | think
that’s going to be a process that’s going to take several months,” she said.
“When you start getting actuarial opinions and legal opinions and various people weigh
in on how you should interpret the accounting standards, | don’t think this is going to be
a simple conversation.”
Sandals said it is “legitimately a very complex accounting issue” that needs to be
resolved, which is why the government released unaudited accounts.
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Lysyk was not immediately available, but, on Monday, she said she changed her
accounting interpretation after examining the province’s claim to the co-sponsored
Ontario Public Service Employees’ Union Pension Plan and the Ontario Teachers’
Pension Plan.

‘I had my staff review that asset much more than in past years,” said the auditor
general, who included the pension assets when she signed off on last year’s books, as
her predecessors had.

Progressive Conservative Leader Patrick Brown said “the government’s been caught”
and now has a big hole in its fiscal outlook.

“How will the government fill this hole? Is it going to be through new taxes? Higher
hydro rates? New fees? Or will the Liberals just cut services?” Brown asked.

“Every time it looks like the Liberals are hiding something, it becomes just a matter of
time until they get caught,” he said.

NDP Leader Andrea Horwath expressed concern over the way the government is going
to the barricades against an independent officer of the legislature.

“It has been definitely a pattern of behaviour with this watchd