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October 2, 2016

Private and confidential

Ms. Karen Hughes
Associate Deputy Minister, 
Treasury Board Secretariat, 
7 Queen’s Park Crescent
Toronto ON M7A 1Y7

Dear Ms. Hughes:

We have been engaged to report on the appropriate application of certain aspects of Canadian public 
sector accounting standards to the recognition of the accrued benefit asset (also referred to in this report 
as the Pension Asset or the Asset) related to the Ontario Teachers’ Pension Plan (OTPP the Plan) in the 
Province of Ontario’s (also referred to as the Province or the Government of Ontario in this report)
accounts as at March 31, 2016. This report is being issued to the Associate Deputy Minister of the 
Treasury Board Secretariat of the Government of Ontario. Our engagement has been conducted in 
accordance with Canadian generally accepted standards for such engagements.

It should be noted that the responsibility for the proper accounting treatment rests with the preparers of 
the financial statements, who should consult with their incumbent auditor. Our judgment on the 
appropriate application of Canadian public sector accounting standards for the specific issue being 
discussed is based on the facts, circumstances and assumptions provided to us. Should the facts,
circumstances or assumptions differ, our conclusion may change.

Statement of facts and assumptions 
It should be noted that the following background and facts represent a high level summary of the situation 
and represent those facts that we considered important in reaching our opinion. They do not purport to be 
a complete representation of all of the terms of the OTPP or the agreements between the government and 
the Ontario Teachers’ Federation (OTF).  Management has acknowledged their agreement with this 
summary. If these facts are incomplete or incorrect, then our conclusions may change. 

“The (Ontario Teachers’) pension plan is jointly sponsored by the Ontario government, through the 
Minister of Education, and the executive of the Ontario Teachers' Federation (OTF). The OTF represents 
teachers, while the government represents employers.

OTF and the government are equally responsible for ensuring the pension plan has enough money to meet 
its long-term pension obligations. In addition, they appoint experienced, professional experts to the 
pension plan's Board.
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Statement of facts and assumptions (continued)
Through a six-member Partners' Committee, the sponsors jointly:

Set benefit levels
Establish the contribution rate paid by working teachers (which is matched by the Ontario 
government and other designated employers)
Decide how to address funding shortfalls or use surplus funds when they arise”

(Source: https://www.otpp.com/corporate/plan-governance)

The governing and other documents that are relevant to the accounting analysis are as follows:

Teachers’ Pension Act (TPA), including Schedule 1
Partners’ Agreement
Funding Management Policy (FMP)
Osler’s letter dated September 20, 2016; we have not summarized this letter as it should be read in its 
entirety.

The assets of the pension plan are held by Ontario Teachers’ in trust for the beneficiaries of the plan –
teachers.  The Government does not have unilateral access to the assets of the trust (including changing 
contribution amounts, taking contribution holidays, or withdrawals). Actions of this nature require 
negotiation and agreement between the two sponsors. 

The following facts and assumptions have been accepted without further analysis or verification:

As a jointly sponsored plan, the Plan meets the definition of a joint benefit plan under S. 3250 of the 
Public Sector Handbook.
The actuarial and other assumptions that factored into the valuation used for accounting purposes, 
before considering the appropriateness of the recognition of an asset or the need for a valuation 
allowance related to any asset, are appropriate and meet the requirements of PS 3250.
The Plan’s most recent preliminary funding valuation reported a preliminary funding surplus of $13.2 
billion as at January 1, 2016, as reported on the OTPP website. The OTPP’s public financial 
statements showed a deficit for accounting purposes of $1.8 billion in its financial statements as at 
December 31, 2015. These financial statements are prepared under accounting standards for pension 
plans in Part IV of the CPA Canada Handbook, which is a different accounting framework than the 
Province uses for its financial reporting and is also a different framework than is used to calculate the 
funding surplus or deficit.
As at March 31, 2016, there were no written agreements in place to access the Plan surplus to reduce 
future minimum contributions or withdraw any amounts from the Plan.
The OTPP is regulated by the Financial Services Commission of Ontario. Valuation reports must be 
filed with this regulator to monitor that assets of the fund are reasonably sufficient to meet the 
liabilities of the pension plan on a continuing basis. Per 78(1) of the Pension Benefits Act: No money 
that is surplus may be paid out of a pension fund to the employer without the prior consent of the
Superintendent.    
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Statement of facts and assumptions (continued)

Management has received legal commentary about the role of the Superintendent. From this advice, 
management has concluded that despite this regulation the Province could utilize a surplus through 
contribution reductions as “Neither the PBA nor the regulations to the PBA (the “Regulations”) 
require the Superintendent’s consent for surplus to be utilized for a contribution holiday or to amend 
the contribution formula under the OTPP.” Further, although changes to the OTPP text would be 
required to be registered with the Superintendent, “The authority of the Superintendent to refuse to 
register an amendment under the PBA (in whole or in part) is limited to circumstances where the 
amendment is void or if the pension plan with the amendment would cease to comply with the PBA 
and the Regulations.”  (Source: Osler memo dated September 26, 2016).
The Auditor General’s Office provided a letter dated September 26, 2016 setting out their views. We 
have read and considered the contents of that letter.

Relevant Extracts from the TPA
Section 5 (1.1) of the TPA states that the total amount of contributions payable by the Minister of 
Education and the employers who contribute under the pension plan in respect of any year shall not 
exceed the amount of contributions payable by or on behalf of active plan members in respect of credited 
service for that year. There can be instances where contributions would not be equal between the 
sponsors, such as the government’s payments in connection with forgone inflation adjustments.

Section 10 of the TPA provides that the Minister of Education and the executive of OTF may enter into 
an agreement that provides for, among other things, the joint management of the Plan and the sharing of 
entitlement to gains or surplus under the Plan and of liability for deficiencies in the pension fund. 

Pursuant to Section 10 of the TPA, the Minister of Education and the OTF (collectively the Partners) have 
entered into an agreement for the management of the Plan (Partners’ Agreement), to which is appended a 
Funding Management Policy (FMP) that is deemed to form part of the Partners’ Agreement.1 The FMP 
provides a framework for the funding of the Plan and how deficits and surpluses will be addressed. The 
Partners can deviate from the FMP by agreement.

Relevant extracts from the Partners’ Agreement
The Partners’ Agreement is between the Province of Ontario and the OTF and sets out the formal 
relationship between the partners in sponsoring the OTPP.  Paragraph 8 of the Partnership Agreement 
states that the partners will be responsible for designing the Plan structure, setting the benefits of the Plan, 
developing new policy, deciding what the contribution rate will be, what the funding levels, margins and 
contingency reserves will be, how to make changes to the Plan and other Plan documents, deciding 
whether or not to file a valuation more frequently than required by the Pension Benefits Act, appointing 
the OTTP Board, and defining the role of the Board.

Paragraph 74 requires negotiation in good faith regarding changes to the Plan that flow from a valuation 
that is be filed with the regulators. 

Paragraph 75 of the Partners’ Agreement requires the Partners to advise the Board of OTPP of what 
changes affecting benefits and contribution rates they are proposing so that the Board can provide cost 
estimates and comments on the administrative impact of the changes to both partners as soon as possible.

                                                             
1 Partners’ Agreement, section 110.  
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Relevant extracts from the Partners’ Agreement (continued)
If the partners cannot agree on the changes required to the Plan, a mediator is appointed to assist the 
Partners in coming up with an agreement. The mediator is responsible for submitting a report to the 
partners on his or her views on the positions of the partners and provide a recommendation to the 
Partners.  If the partners do not accept the mediator’s report, the arbitration process will begin and an 
arbitration board will be appointed. The board will consist of 3 people, with each partner selecting one 
representative and two appointees will select the final member who is an umpire.  Paragraph 94 of the 
Partners’ Agreement indicates that the report created by the arbitration board will be implemented. 
Paragraph 92 sets some parameters for the arbitration, including part (c), which sets out that the 
parameters that the award of the arbitration will provide that the contributions from the Minister and 
employers be equal to those of the members.

In addition to the clauses identified above, the Partners’ Agreement has an appendix called the Funding 
Management Policy which sets out the Partners’ responsibilities in making funding decisions and surplus 
allocation regarding the Plan.

Relevant extracts from the FMP
The FMP is an appendix to the Partners’ Agreement that speaks to how the Plan should be funded and 
how surpluses should be utilized by both parties.  The protocol for the use of a surplus under the OTPP is 
detailed in the FMP adopted by the Ontario Government and OTF as sponsors of the OTPP.

The FMP sets out a complex series of considerations surrounding funding management and the use of any 
excess of assets over liabilities. The FMP sets out a number of “funding zones”, depending on the level of 
funding in the Plan.  The following three are most relevant to addressing surpluses:

i) Restoration zone (Article 3 of the FMP) allows for a surplus to be utilized to “restore” foregone 
indexation and then to either increase benefits to the “run-rate benefit” level (i.e., the long-term 
target level) or to lower contributions (or a combination of these two options) (Section 3.06(e)).  

ii) Temporary improvement zone (Article 4 of the FMP) is the zone where contributions can be 
temporarily reduced, a surplus distribution can be made on a temporary basis and/or benefits can be 
temporarily improved (as long as it does not create a long term cost) (Section 4.05).

iii) Permanent improvement zone is where the Plan is essentially fully funded and has the funding 
security desired to support permanent changes.  Article V (Permanent Improvements) of the FMP 
provides for permanent actions that can be taken when Plan assets exceed current liabilities by more 
than 10% of current liabilities. In this regard Section 5.05 provides for actions that can be taken in 
respect of the amount that assets exceed current liabilities.  Such actions can include changes to 
current benefits, current contributions, or both. 

The ability to reduce contributions or increase benefits through the temporary or permanent improvement 
zone are subject to ensuring that the requirements of 3.06 in the restoration zone are met.  Article VIII of 
the FMP sets out that the parties must agree to any changes arising out of FMP decisions. For filing 
valuations, if the Partners are unable to agree the mediation process set out in the Partners’ Agreement,
the arbitration process outlined in the Partners’ Agreement will be followed. For valuations that are not 
filed, either party can decide not to negotiate.
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Relevant extracts from the FMP (continued)
It is our understanding that the Plan is currently in the Restoration Zone. We understand that contributions 
to the OTPP currently include a 1.1% special contribution on all earnings and that the Restoration 
Contribution Reduction under Section 3.06(e) would if agreed to by both partners, permit this special 
contribution to be eliminated. This special contribution is scheduled to end in 2026.

If the Plan gets to either the temporary improvement zone or the permanent improvement zone, section 
4.06 and subsection 5.05(b) of the FMP provides that a benefit improvement can only occur if the 
partners (the Ontario government and the OTF) have entered into a written agreement governing the 
manner in which the contribution by the government and other employers may be adjusted to offset any 
surplus distribution or benefit improvement (temporary or permanent) to be granted.  

Application of accounting principles
Specifically, our report addresses the following questions: 

1. Is it necessary for a government to have a legally enforceable right to reduce future contributions in 
order to recognize a Pension Asset under PS 3250? 

2. What is the role of legal uncertainty in assessing the government’s expectation of future benefit from 
a Pension Asset?

Our views in this report are confined to these two questions and do not extend to any earlier reports 
provided by Deloitte or to any other analysis that may have been presented in draft or in any other
manner.

Authoritative literature
In our analysis, we considered the pronouncements and guidance in Section 3250 of the CPA Public 
Sector Accounting Standards Handbook. What we considered to be the most relevant passages from PS 
3250 are reproduced below:

The objectives of funding and accounting

.008 Determining whether a retirement benefit plan should be funded and the amount to be 
funded each period is a financial management matter. The funding objective is to determine an 
acceptable policy for financing the estimated ultimate cost of a benefit plan. An actuarial 
valuation for funding purposes is performed to calculate the contributions required to secure the 
benefits promised.

.009 The accounting objective is to measure and report the obligation for employee retirement 
benefits and to attribute the costs of those benefits to the periods in which the related services are 
rendered. To meet that objective, a method is needed to determine the amount of the obligation 
for retirement benefits outstanding, which represents the liability at the financial statement date, 
and the value of the benefits employees earned during the period, which represents the expense of 
that period. Accordingly, it is necessary to develop accounting estimates of liabilities for 
retirement benefits and expenses using an actuarial cost method and actuarial assumptions that 
ensure essential information required for fair presentation of financial condition and results of 
operations can be reported in government financial statements.
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Authoritative literature (continued)

.010 Because the objectives of determining the most appropriate funding policy are not 
necessarily the same as those of determining the most appropriate accounting method, the liability 
for accounting purposes may not be the same as the amount due but not yet funded at the 
financial statement date according to the funding plan. In addition, the retirement benefit expense 
of the period for accounting purposes may not be the same as the contribution computed in the 
period for funding purposes.

Actuarial assumptions

.042 Actuarial assumptions should be based on the government's best estimates of expected 
long-term experience and short-term forecasts. [SEPT. 2001]

Joint defined benefit plans

.079 Governments may participate jointly in defined benefit plans where the government 
shares the risks and rewards jointly with plan participants, represented by a sponsor or sponsors. 
Joint defined benefit plans are governed by a formal agreement between the sponsors, which 
establishes that the sponsors have shared control over the plan. A governing board is generally 
appointed by the joint sponsors with equal representation and a mutually agreed-upon chair.

.080 A government would consider the characteristics of the plan to determine whether it 
meets the definition of a joint defined benefit plan. In a joint defined benefit plan, funding 
contributions are shared mutually between the government and the plan members. The sponsors
have control over decisions related to the administration of the plan and the level of benefits and 
contributions on an ongoing basis based on the terms of the contractual agreement. The sponsors 
share, on an equitable basis, the significant risks associated with the benefit plan. Risk would not 
be considered to be equitably shared in an arrangement where the government and the joint 
sponsors fund the plan equally but where the government retains the full risk of the accrued 
benefit obligation. If the government retains the residual risks it is unlikely that the plan meets the 
definition of a joint defined benefit plan.

.081 When a government participates in a joint defined benefit plan, the government's risk is 
limited to its portion of the plan. The government should account for its portion of the plan in 
accordance with the standards for defined benefit plans. [SEPT. 2001]

.082 A government may convert an existing defined benefit plan for which it is the sole 
sponsor to a joint defined benefit plan where the risks and benefits are shared. When converting 
to a joint plan, a government would consider whether there are any special accounting issues that 
arise, including whether the predecessor plan has been settled or partially settled and/or curtailed 
or partially curtailed. In assessing such issues a government would have regard to its specific 
circumstances and the terms of the joint defined benefit plan.

Disclosure

.083 The notes and schedules integral to the financial statements would disclose the methods
and judgments applied in accounting for accrued benefit obligations and expenses. Full disclosure 
is particularly important for retirement obligations because the measurements depend heavily 
upon judgments rather than objective evidence.
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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 government should recognize a valuation allowance for any excess of the adjusted 
benefit asset over the expected future benefit. 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. Contributions 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 government may benefit from an accrued benefit asset either by withdrawing surplus 
assets or by taking a contribution holiday or receiving a refund of contributions. The accrued 
benefit asset may become impaired when there is a plan surplus for accounting purposes that the 
government is not entitled to benefit from fully. For example, there may be a regulatory 
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).

.054 The adjusted benefit asset is then compared to the expected future benefit . When the 
expected future 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: 

a) the present value of its expected future accruals for service for the current number of active 
employees, less the present value of required employee contributions and minimum contributions 
the government is required to make regardless of any surplus; and 

b) the amount of the plan surplus that can be withdrawn in accordance with the existing plan and 
any applicable laws and regulations. 
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Limit on the carrying amount of an accrued benefit asset (continued)

.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 key factor in determining a government's expected future benefit from a defined benefit 
plan with a plan surplus for accounting purposes is the ability of the government to withdraw 
assets from the plan. The expected future benefit includes amounts to which a government has a 
legally enforceable right of withdrawal. It excludes any withdrawable plan surplus a government 
is currently required, or intends, to allocate to employees. A government may not anticipate 
obtaining a legally enforceable right to withdraw a portion of a plan surplus to which it is not 
currently entitled, whether on the basis of precedent or otherwise. Accordingly, when withdrawal 
of plan surplus requires the approval of employees or an appropriate regulatory authority or a 
court of law, a government excludes any amount subject to this restriction from its expected 
future benefit until such approval has been obtained. A change in the allocation of surplus 
between a government 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.

We also considered the following definitions as set out in the glossary of PS 3250: 
An accrued benefit asset is the amount of any asset recognized on a government's statement 
of financial position in respect of employee retirement benefits before deducting any 
valuation allowance that may be required. It is the sum of the government's accumulated cash 
contributions less the sum of the current and prior years' benefit expenses (before any change 
in the valuation allowance).
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. A government determines its expected future 
benefit as the sum of:
(a) the present value of its expected future accruals for service for the current number of 

active employees, less the present value of required employee contributions and 
minimum contributions the government is required to make regardless of any surplus; 
and

(b) the amount of the plan surplus that can be withdrawn in accordance with the existing plan 
and any applicable laws and regulations.
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Limit on the carrying amount of an accrued benefit asset (continued)

A joint defined benefit plan is a contractual arrangement between the government and 
another sponsor or sponsors representing plan participants that has all of the following 
characteristics:
(a) the sponsors co-operate toward achieving the significant clearly defined common goal of 

providing retirement benefits in exchange for services rendered by the employees;
(b) funding contributions are shared mutually between the government and the plan 

members, represented by the non-government sponsor;
(c) the sponsors share control of decisions related to the administration of the retirement 

benefit plan and to the level of benefits and contributions on an ongoing basis; and
(d) the significant risks associated with the retirement benefit plan are shared on an equitable 

basis between the government and the plan members, represented by the non-government 
sponsor.

The contractual arrangement establishes that the sponsors have shared control over the retirement 
benefit plan, and ensures that neither party is in a position to control the plan unilaterally. 
Nevertheless, overall, there must be an equitable relationship between the funding by the 
government of the retirement benefit plan, the extent of control it is able to exercise over the plan 
and the risks and benefits that accrue to the government from the plan.

CONSIDERATION OF QUESTION 1

Application of PS 3250 to Joint Defined Benefit Plans
A joint defined benefit plan is a unique sort of retirement benefit plan where the sponsors have shared 
control over the plan. As a result, no one party can, by itself, control decisions around funding, benefits 
and other matters; funding contributions, risks and benefits are to be shared mutually between the 
sponsors. We would note that paragraph .081 of PS 3250 clearly states that a government should account 
for its portion of the plan in accordance with the standards for defined benefit plans.  As a result, the 
Province of Ontario accounts for its proportionate share of OTPP and has historically recorded its share as 
50% of the plan.

The Province of Ontario’s Public Accounts have included a Pension Asset related to OTPP since fiscal 
2001/2002. We have been informed that this situation has arisen because, to this point in time, the 
government’s share of the total contributions to the Plan plus the actual investment returns on the Plan’s 
assets have exceeded the government’s share of the accumulated retirement benefit expense. The 
accounting for the accrued benefit obligation results from a complex process involving significant 
assumptions and actuarial calculations covering a very long time frame as is required by S 3250. S
3250.51 includes an explicit acknowledgement that the accounting position and funding position can be 
quite different, as follows: “Contributions reflect the funding objectives of the Plan. The benefit expense 
reflects the accounting objectives and may differ for a number of reasons.”  

The assumptions used in the calculation of the accrued benefit obligation are required to be the 
“government’s best estimate of expected long-term experience and short-term forecasts” (3250.42) and 
each key assumption must be based on the government’s best estimate of those future events that have an 
effect on the accrued benefit obligation (3250.41).  This approach is designed to recognize the long-term 
nature of the retirement promises with appropriate consideration of, but not undue influence of,
experience expected in the short-term.  3250.57 requires that the future service cost calculation included 
in the calculation of the valuation allowance be determined on a consistent basis with that used to 
determine the accrued benefit obligation itself. The Province of Ontario has determined the discount rate 
to be used in valuing the pension obligation related to OTPP by referencing the expected rate of return on 
Plan Assets, which is one of the acceptable references suggested on PS 3250.44. We express no view on 
the actual rates that were chosen.  
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Application of the limit on the carrying amount of an accrued benefit asset
PS 3250.50 requires that 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 government should recognize a valuation allowance for any excess of the adjusted benefit 
asset over the expected future benefit. This comparison between the adjusted benefit asset and the 
expected future benefit informs whether a valuation allowance is required and if so, how much of a 
valuation allowance should be recorded. (It should be noted that “accrued benefit asset” and “adjusted 
benefit asset” are defined terms used in S. 3250. As at March 31, 2016, in this particular case, 
management has represented to us that these two amounts are the same.)

PS 3250.52 contemplates that there are two ways in which a government can benefit from an accrued 
benefit asset. A government may benefit from an accrued benefit asset either by withdrawing surplus 
assets or by taking a contribution holiday or receiving a refund of contributions.  As such, an expected 
future benefit would include the ability to either withdraw plan assets from the plan or reduce future 
contributions. 

PS3250.52 also goes on to consider that an accrued benefit asset may become impaired when there is a 
plan surplus that the government is not entitled to benefit from fully. The paragraphs in the standard that 
follow determine how a government would go about considering the extent of any impairment, which 
would give rise to a valuation allowance. In order to make this determination, the government is required 
to consider the “expected future benefit”, which would effectively create a ceiling for the asset. Here the 
guidance diverges between benefit expected to be realized through future reductions in contributions and 
those to be realized through withdrawal of surplus.

Specifically with respect to withdrawal of surplus, PS 3250.59 is very clear that expected future benefit 
can only be asserted where the government has a current legally enforceable right to withdraw assets from 
the Plan. We considered whether this guidance should be applied to cases where the expected future 
benefit related to the Pension Asset is expected to be realized through reduced contributions and 
concluded that the guidance does not apply in this situation; while PS 3250.59 does introduce the concept 
of a legally enforceable right, it does so solely in the context of a government’s future withdrawal of a 
Plan surplus, and not in the context of a government’s reduction of future contributions. We believe it 
reasonable to conclude that if the standard setters had intended legal enforceability to be the test, they 
would have included that notion throughout the guidance, instead of only raising it in the context of a 
withdrawal of surplus. In the situation at hand, the Province is not asserting an expected future benefit 
based on surplus withdrawal. Instead the Province’s position is that the future benefit is expected to be 
realized through future contribution reductions. Therefore, we do not believe that 3250.59 applies in this 
case.

Additionally, in forming our view on the application of PS 3250 to Joint Defined Benefit Plans, we noted 
that there is specific guidance (PS 3250.81) that requires the Government to account for a portion of the 
Plan in accordance with the standards for defined benefit plans.  

For the reasons stated above, we are of the view for Question 1, that legal enforceability of a 
government’s right to access a pension plan surplus through future contribution reductions is not 
necessary to justify recognition of a Pension Asset. We believe that the guidance in PS 3250 is the 
primary source of GAAP on this topic and, since it is clear, there is no need to look at any other potential 
sources of GAAP.  
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CONSIDERATION OF QUESTION 2

Since we have concluded that legal enforceability is not a necessary requirement to support a 
government’s right to access a pension plan surplus through future contribution reductions, we further 
considered what role legal considerations should play in the measurement of the Pension Asset. We note 
that PS 3250.52 requires one to consider “uncertainties as to a government’s legal right to use a plan’s 
accounting surplus.” Our interpretation of this guidance is that it presents a lower threshold than legal 
enforceability. Specifically, the amount of Pension Asset that gets recorded needs to be subject to 
considerations around any legal uncertainties. This consideration will involve significant professional 
judgment. However, it is our view that uncertainty does not need to be reduced to zero in order to 
recognize a Pension Asset.

PS 3250.53 to .58 lay out a mathematical calculation that determines the adjusted benefit asset and the 
expected future benefit, and tests whether a government can expect to recover its accrued benefit asset 
through a withdrawal of surplus or through the reduction of future contributions. The stated objective of 
this exercise, as set out in PS3250.055, is to limit the amount of the government’s accrued benefit asset to 
the amount “it can realize in the future.” The expected future benefit is further described as “a calculated 
amount representing the benefit a government expects to realize from a plan surplus”, where realization 
includes a reduction in future contributions. A valuation allowance is recorded against the Pension Asset
to limit the asset value, if necessary, based on this analysis. 

PS 3250.55 indicates that the expected future benefit is a calculation that represents the benefit a
government expects to realize from a plan surplus. This calculation is further described in PS 3250.56(a), 
which sets out that the government’s calculation of expected future benefit would be the present value of
its expected future accruals for service for the current number of active employees, less the present value
of required employee contributions and minimum contributions the government is required to make
regardless of any surplus. Note that in the case at hand, the calculations are done on a 50% basis since the 
starting point, per PS 3250.81 and as set out in the fact summary above, is that the government accounts 
for its portion of the Plan. For this same reason, employee contributions are also excluded in this case 
since they would represent the teachers’ portion of the Plan.

PS 3250.55 indicates that the expected future benefit is a calculation that represents the benefit a 
government expects to realize from a plan surplus. The expected future benefit would operate as a ceiling 
on the Pension Asset value to be recorded in the accounts. For example, if the Pension Asset were $150, 
but the expected future benefit calculated as described above were $100, a valuation allowance of $50 
would be recorded against the Pension Asset and the asset recorded in the government’s financial 
statements would be reduced to $100. 

There are two parts to the calculation of expected future benefit.  The first part of the calculation is the 
sum of the present value of the expected future accruals for service for the current number of active 
employees.  This amount is required to be calculated using consistent assumptions as those used for the 
calculation of the accrued benefit obligation itself. The second part of the calculation is the present value 
of required employee contributions and minimum required contributions by the government itself,
regardless of any surplus. The main area for judgment in the above calculation is in the determination of 
future minimum contributions required to be made by the government regardless of any surplus.  There is 
no further guidance in S 3250 as to how this calculation should be performed and what restrictions or 
parameters should be factored into this calculation.
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Determining the number of years of contributions to include should involve consideration of legal 
uncertainty as set out in PS 3250.52. With respect to this uncertainty, we would observe that there are a 
number of considerations that may be relevant. As part of this analysis, we reviewed Osler’s legal letter of 
September 20, 2016. That letter makes a number of observations about the Plan agreements and 
governing documents that we will not reiterate here. Osler’s do note that legal enforceability does not 
exist. However, as noted above we do not believe that legal enforceability is required in this case.

Future reductions in contributions will need to be negotiated and agreed between both sponsors, who are 
required under the Plan governing documents to bargain in good faith. There are a number of factors to 
consider and it is possible for reasonable professionals to arrive at different conclusions, even when 
confronted with the same set of facts and circumstances. These considerations will be highly judgmental.

With respect to these judgments, we offer the following observations. We express no opinion on the 
completeness of this list of observations or the relative importance of each of these points.

Plan documents and design contemplates the shared nature of the Plan.
Section 10 of the Partners agreement require that the partners meet every 3 years to discuss changes 
to the Plan.
As described to us by management, there was a long history of sharing surpluses through various 
mechanisms during the 1990’s when funding surpluses were more common. The FMP also 
contemplates a sharing of surpluses.
As described to us by management, in addition to the history of surplus utilization noted in the facts 
and assumptions, it is worth noting that the actions taken around inflation indexation and subsequent 
restoration of those benefits are a recent example of the sharing philosophy governing operation of 
the OTPP. Starting in 2011 in response to a deficit situation, it was determined that indexation would 
be reduced for teachers retiring after 2009. Consistent with the 50/50 approach inherent in the Plan
operation, the government agreed to make payments (often referred to as “share the pain” payments)
into the Plan that would effectively match the value of benefits foregone by teachers. In 2014, 2015 
and 2016, surpluses were used to restore some of the lost indexation. This decision results in a 
decrease in the Province’s “share the pain” payments. 
The FMP explicitly considers the possibility of contribution reductions at different funding levels, 
although both sponsors need to agree. The OTPP’s investment performance has consistently 
outperformed expectations. If this situation continues the funding surplus can be expected to continue 
to grow. Modelling could be performed to help estimate when the different funding zones will be 
reached and probability of contribution reductions may be increased.
We also note that Canada Revenue Agency establishes limits for pension surpluses. When these 
limits are breached, steps need to be taken to reduce the surplus. In such a situation, contribution 
reductions would be one way to reduce the surplus that would need to be negotiated by the parties 
within their overall framework for negotiation. Again, modelling could be done to develop 
expectations as to when these CRA limits could be expected to be reached.
Contributions are generally borne equally by the Province and the teachers. It may be reasonable to 
presume that teachers will also want to see contribution reductions at some point. Admittedly, 
increases in benefits could also use any surplus; however, it may be reasonable to expect that the 
interests of taxpayers and teachers will need to be weighed in the “good faith” bargaining process
such that unequal weighting towards increases in benefits may be unlikely. 
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In determining the range of possible outcomes, it is noted that measurement uncertainty may exist (PS 
2130.03). This paragraph also notes that many items are measured using management's best estimates 
based on assumptions that reflect the most probable set of economic conditions and planned courses 
of action. As noted in PS 2130.13, “As a result of the estimation process, a government would be able 
to determine a range of reasonably possible amounts in accordance with assumptions that are realistic, 
supportable, internally consistent, and consistent with planned courses of action. The range of 
reasonably possible amounts would exclude amounts at the outer edges of possibility since such 
amounts, while possible, are considered to be outside the best estimate range. Relevant information 
available to the government to develop a reasonable range includes past experience, precedents, and 
opportunities to reach alternative arrangements.”

However, application and weighting of these and other considerations is a highly judgmental exercise and 
it is possible that there is a range of reasonable conclusions that may result in a range of reasonable 
estimates for the valuation allowance to be taken against the Pension Asset. We are unable to opine on 
whether a valuation allowance is needed, and if so, what a reasonable range of estimates would be. 

Given the complexities and degree of judgment involved in these matters, appropriate disclosure is a 
matter of significance as is recognized in 3250.83 which states, in part, “Full disclosure is particularly 
important for retirement obligations because the measurements depend heavily upon judgments rather 
than objective evidence”.  This importance is also highlighted in the context of joint benefit plans in 
3250.93 which requires that the unique nature and terms of any joint plans be disclosed.

We would also note that Deloitte prepared a report dated August 18, 2016 entitled “Asset Ceiling 
Calculations for the Ontario Teacher’s Pension Plan” in conjunction with management that was used 
by management as part of their analysis to determine that no valuation allowance was required against 
their Pension Asset as at March 31, 2016. That report was prepared solely to assist management in 
preparing their own analysis. We were not engaged to and did not express an opinion on the amount of 
or need for any valuation allowance, nor do we express an opinion on this analysis at this point. 
Reference to the August 18, 2016 report in this report should in no way be construed to be an opinion 
on that earlier report. 

The ultimate responsibility for the decision on the appropriate application of Canadian Public Sector 
Accounting Standards for the specific transaction described above rests with management as preparers of 
the financial statements, who should consult with the Auditor General of Ontario. Our judgment on the 
appropriate application of Canadian Public Sector Accounting Standards for the specific situation
described above is based on the facts, circumstances and assumptions provided to us. Should the facts, 
circumstances or assumptions differ, our conclusion may change.
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This report is intended solely for the information and use of Ms. Karen Hughes and management of the 
Government of Ontario and is not intended to be and should not be used by anyone other than the above 
party and the Auditor General of Ontario or for any other purpose. For further clarity, this report should 
not be distributed to anyone outside those named in the previous sentence, nor should it be quoted from 
outside this group for any purpose. Please contact Kerry Danyluk, National Director of Accounting 
Services, regarding any questions about the content of this report (416 775-7183 or 
kdanyluk@deloitte.ca).

Yours truly,

Chartered Professional Accountants
Licensed Public Accountants
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Secretary of Treasury Board and 
Management Board of Cabinet 
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99 Wellesley Street West 
Toronto, Ontario 
M7A lAl 

Dear Mr. Orencsak and Mr. Thompson: 

Mr. Scott Thompson 
Deputy Minister 
Ministry of Finance 
Frost Bldg S., 7111 Floor 
7 Queen's Park Crescent 
Toronto, Ontario 
M7A 1Y7 

DEFINITION OF SURPLUS PENSION ASSETS AND EXPECTED FUTURE BENEFIT 
AVAILABLE TO THE PROVINCE OF ONT ARIO AS OF MARCH 31, 2016 

INTRODUCTORY COMMENTS 

As at March 31, 2016, the Province of Ontario' s ("the Province") Statement of Financial Position has 
included in it a Pension Asset totaling$ I 0.6 billion that has primarily resulted from the Province's use 
of different interest rate and salary escalation assumptions than those used by the Ontario Teachers' 
Pension Plan ("OTPP") and the Ontario Public Service Employees' Union Pension Plan ("OPSEUPP"). 
Contributions plus net returns within these pension plans have exceeded the accumulated pension 
expense, which has resulted in this asset being reported on the Provinces' statements. A key point here 
is that this asset is not unilaterally controlled or accessible by the Province until agreements are reached 
between the plans' sponsors/partners on the use of a surplus. 

As a result of initiating a special project to further review the province's pension liabilities, we noted 
that this situation of reporting a significant Pension Asset on a provincial government's consolidated 
financial statements presented a significant anomaly that has required further extensive review. We 
identified and raised our concerns with the Provincial Controller's Office in early June of this year and 
received their assessment at the end of August, 2016. 

From our review of information from the Provincial Controller's Office and our own work, we have 
reached the conclusion that the Province does not have the legally enforceable right to unilaterally 
access the assets of the Plans, and as such, with no agreement in place to the contrary, the Pension Asset 
as presented in the Province's consolidated financial statements should be removed. Particularly 
important in reaching this conclusion are Sections PS 3250.052 and PS3550.056 of the Public Sector 
Accounting Standards (see Appendix A). The overall adjustment would entail an increase in the 
pension liability (i.e. decrease of the Pension Asset) of$10.6 billion, an increase to the opening 
accumulated deficit of $9.2 billion, with an in year increase to pension expense of$1.4 billion. As well, 
full note disclosure will be required in accordance with PS2 l 20.34. 

Regarding the province's legal opinion received on September 11 , 2016, that cited Schmidt v. Air 

Products Canada Ltd. 
1 

and Nolan v. Kerry (Canada) Inc. 2 
, we note that PS3250.059 specifically 

excludes any expected future benefits in valuing a pension asset that would require the approval of 
employees, or an appropriate regulatory body or a court of law. 

1 Schmidt v. Air Products Canada Ltd., (1994} 2 S.C.R. 611 at p. 638 
2 

Nolan v. Kerry {Canada) Inc., (2009] 2 SCR 678 at para 68. 
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As well, we have reviewed and fully considered the two slides emailed last night. After further analysis 
and discussion, we are of the view that assessing the value based on funding would not be appropriate 
given that our audit focus is on the accounting for pensions versus the funding of pensions. A key point 
further discussed below, is the requirement for the Province to have an agreement in place at each year 

end with the plans' sponsor/partners that would infonn the valuation of the Pension Asset. 

REVIEW 

We reviewed various agreements, statutes and financial reporting standards concerning the Province's 
arrangements with the Ontario Teacher's Federation ("OTF") and Ontario Public Service Employees' 
Union ("OPSEU") to provide pension benefits to employees of the OTF and OPSEU in the fonn of the 
OTTP and the OPSEUPP. 

Our review was performed with the following objectives: 
1. Determine the definition of "surplus" as outlined in the relevant agreements, statutes, and 

standards. 
2. Detennine whether the Province has a legally enforceable right to withdraw assets from a plan 

for other uses (see PS 3250.059). 
3. Detennine whether any of the Province's legal rights to surplus withdrawal are subject to 

restrictions in the form of approvals contemplated under PS 3250.059. 
4. Detennine whether the Province has a legally enforceable right to reduce its future "minimum 

contributions regardless of any surplus" (see PS 3250.056). 
5. Detennine whether the Province's legal rights to future reductions in minimum contribution are 

subject to restrictions in the form of approvals described under PS 3250.059. 
6. Identify any legal rights the Province has to take unilateral actions that would affect overall 

Plan funding immediately or into the future, especially in a surplus position. 
7. Identify any legal rights the co-sponsors have to take unilateral actions that would affect overall 

Plan funding immediately or into the future, especially in a surplus position. 

Documents Reviewed 
We reviewed the following documents: 
1. The Pension Benefits Act, R.S.O 1990 including relevant regulations; 
2. Plan text of the Ontario Public Service Employees' Union Pension Plan, as amended from time to 
time; 
3. Agreement and Declaration of Trust of OPSEU Pension Plan Trust Fund; 
4. Funding Policy of OPTrust; 
5. Teachers' Pension Act, R.S.O 1990; 
6. Funding Management Policy of the OTPP; and 
7. Section PS 3250, Retirement Benefits, within Canadian Public Sector Accounting Standards 
("PSAS"). 

We have included paragraphs 50 to 59 ofPS250, which deal with the limit on the carrying amount ofan 
accrued benefit asset, as Appendix A. 

Discussion and Analysis 

1. Determine the definition of "surplus" as outlined in the relevant agreements, statutes, and 
standards. 

Before exploring the definition of surplus in the context of the arrangements with OTPP and OPSEUPP, 
the source and definition of a surplus from an actuarial funding and an accounting perspective should be 
defined. 
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In terms of the actuarial definition of surplus, this is defined by the Canadian Institute of Actuaries 
("CIA") based on accepted actuarial practice. The definition is further sub-divided depending on the 
nature of the valuation provided by the actuary, such as a funding, solvency, wind-up or accounting 
valuation. 

Section 3000, Pension Plans, in the Standards of Practice issued by the CIA outlines accepted actuarial 
practice with regards to pension plans, but it does not include "surplus" in its glossary of defined terms 
in the accompanying Section 1000, General Standards, Definitions (sub-section 1110). Section 1110 
states that terms not otherwise defined have their "ordinary meaning otherwise (e.g. external user)". 
Merriam-Webster defines a surplus as "An amount (such as an amount of money) that is more than the 
amount that is needed." 

Therefore, in the context of the relevant pension standards, surplus could be interpreted to mean the 
amount by which assets of the plan exceed liabilities, both otherwise calculated based on the prescribed 
standards in Section 3000. 

The accounting definition of a surplus is driven by Section PS 3250, Retirement Benefits. Section PS 
3250 does not include "surplus" in its glossary of defined terms, however, the term is used frequently in 
the standard. In particular, Appendix A notes the following relationship between the accrued benefit 
asset recognized in the statement of financial position and the plan surplus: 

Accrued benefit asset= plan surplus + net unamortized losses 

Modifying the formula renders the definition of the plan surplus in the context of Section PS 3250 as 
being: 

Plan surplus= accrued benefit asset - net unamortized losses 

Therefore, in the context of PSAS, "surplus" refers to the excess of plan assets over liabilities, without 
the effects of unamortized actuarial gains or losses. 

Paragraphs PS 3250.022-.032 then specify that the method used to determine the value of plan assets 
and plan liabilities should be in accordance with certain actuarial methods, namely the projected benefit 
method. This method is not only specifically named in Section 3000 of the CIA's Standards of Practice, 
it is also broadly accepted that this method as outlined in Section PS 3250 is an acceptable method per 
Section 3000's definition of"actuarial cost methods" (3000.15): 

Actuarial cost methods include: 

OTPP 

• Cost allocation methods, which allocate the actuarial present value of projected benefits 
among time periods, including attained age actuarial cost methods, entry age actuarial cost 
methods, aggregate actuarial cost methods, and individual level premium actuarial cost 
methods. 

The Teachers' Pension Act does not include "surplus" in Section 1 "Definitions", however, paragraph 
(2) states: 

Expressions in this Act have the same meaning as under the Pension Benefits Act unless the 
context requires otherwise. 1998, c. 34, s. 98 (2). 
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Therefore, we referred to the definition of surplus in the Pension Benefits Act: 

"Surplus" means the excess of the value of the assets of a pension fund related to a pension 
plan over the value of the liabilities under the pension plan, both calculated in the prescribed 
manner. 

Regulation 909 to the Pension Benefits Act, 16.(1 )( 4.1) defines the methods under which actuarial 
reports complying with the Pension Benefits Act are prepared: 

A person preparing a report under subsection (1) or (2) shall use actuarial cost methods and 
assumptions, 
(a) that include a benefit allocation method or a cost allocation method; and 
(b) that are consistent with section 3000 of the Canadian Institute of Actuaries Standards of 
Practice, available to the public from the Canadian Institute of Actuaries at Suite 800, 150 
Metcalfe Street, Ottawa, Ontario K2P I Pl or electronically on its website. 0. Reg. 116/09, s. 2. 

Therefore, the definition of surplus in the context of the OTPP should be interpreted in accordance with 
actuarial standards established by the CIA in the preparation of actuarial reports applicable in each 
relevant context (e.g. for funding, solvency, wind-up or accounting purposes). This definition is 
therefore consistent with both the actuarial funding and accounting definitions. 

OPSEUPP 
The OPSEUPP plan text and supporting documents do not define "surplus" as clearly as OTPP, 
however, Section 6.2 of the Plan Text states: 

Subject to Section 18 of the OP SEU Pension Act regarding the application of actuarial gains 
and losses, from April 1, 1997 forward, the Plan shall be funded In accordance with the 
Pension Benefits Act, the Income Tax Act (Canada) and such other legislation as may be 
applicable to the Plan from time to time. 

Therefore, the OPSEU plan text states that the plan is to be funded based on the requirements of the 
Pension Benefits Act, subject to the requirements of other legislation regarding specific actuarial gains 
and losses. As such, the definition of surplus in the OPSEUPP is similar to that of OTPP in that it is to 
be based on the definition as prescribed in the Pension Benefits Act, which defines surplus in the 
context of that which is calculated in accordance with standards accepted by the CIA. This definition is 
therefore consistent with both the actuarial funding and accounting definitions. 

2. Determine whether the Province has a legally enforceable right to withdraw assets from a plan 
for other uses (see PS 3250.059). 

PS 3250.059 states: 

A key factor in determining a government's expected future benefit from a defined benefit plan 
with a plan surplus for accounting purposes is the ability of the government to withdraw assets 
from the plan. The expected future benefit includes amounts to which a government has a 
legally enforceable right of withdrawal. It excludes any withdrawable plan surplus a 
government is currently required, or intends, to allocate to employees. A government may not 
anticipate obtaining a legally enforceable right to withdraw a portion of a plan surplus to which 
it is not currently entitled, whether on the basis of precedent or otherwise. Accordingly, when 
withdrawal of plan surplus requires the approval of employees or an appropriate regulatory 
authority or a court of law, a government excludes any amount subject to this restriction from 
its expected future benefit until such approval has been obtained. A change in the allocation of 
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surplus between a government 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. 

Therefore, the Province's ability to withdraw assets from a plan in the context of PSAS is dependent on 
that right being currently enforceable, with no law, agreement or regulatory approval presently 
preventing the withdrawal from occurring, regardless of past precedent. 

OTPP 
We reviewed the Teacher's Pension Act and noted that it does not specify the methodology for a 
potential withdrawal of surplus funds. Section 10(1 ), item 3 states: 

10(1) The Minister of Education and the executive of The Ontario Teachers' Federation may 
enter into an agreement that provides for the following matters: 

3. The sharing of entitlement to gains or surplus under the plan and of liability for deficiencies 
in the pension fund by the Minister, the employers who contribute under the plan and the active 
plan members. 

Therefore, the conditions under which a surplus may be withdrawn from the fund is outlined outside of 
the text of the Teacher's Pension Act itself, as OTF and the Province have.reached mutual agreement on 
these terms in the form of the OTPP Funding Management Policy, as envisioned in Section 10(1).3 
above. 

Section 4.06 of the OTPP Funding Management Policy states: 

Side Agreement: The commitment value shall be used to provide a surplus distribution referred 
to in Section 4.04(d) or a temporary benefit improvement referred to in Section 4.04(e) only if 
the partners have entered into a written agreement governing the manner in which the 
contributions by the Minister and the Employers may be adjusted to offset any surplus 
distribution or temporary improvement of benefits that is reflected in the value of the liabilities. 

4.04(d) and 4.04(e) refer to actions that may be taken in the event that" ... assets exceed current 
liabilities" (Section 4.04), meaning a surplus. 

As Section 4.06 stipulates, a written agreement must be established between the partners (the Province 
and the OTF) to provide a surplus distribution, the Province does not have a legally enforceable right to 
withdraw assets from the plan until such an agreement is reached. 

Therefore, the consent of the OTF would need to be obtained to be able to access surplus assets in the 
OTPP, therefore the Province's rights to surplus assets is contingent on such approval. 

OPSEUPP 
Section 6.4 of the plan text states: 

No surplus shall be paid out of the Fund to any employer. 

As the Province is an employer in the context of the plan text (Article 2, Definitions), the Province does 
not have the legally enforceable right to withdraw assets under the current provisions of the plan text as 
it is specifically prohibited. 
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3. Determine whether any of the Province's legal rights to surplus withdrawal are subject to 
restrictions in the form of approvals contemplated under PS 3250.059. 

OTPP 
Per the discussion in the previous section, the Province's ability to withdraw surplus assets is contingent 
on an agreement being reached with the OTF. 

OPSEUPP 
Per the discussion in the previous section, the Province is specifically prohibited from withdrawing 
surplus assets in the plan text. An amendment to the text would need to be made to nullify this 
provision, which would require the consent of the counterparty to the agreement. Article 18. 1 (1) of the 
plan text states: 

The plan shall be amended only by agreement in writing between the sponsors. 

The plan text defines "sponsors" as: 

The Crown and OPSEU, and the singular refers to either. 

Therefore, an amendment to the plan text removing the restriction on surpluses being distributed to the 
Province would require the consent ofOPSEU. 

4. Determine whether the Province has a legally enforceable right to reduce its future "minimum 
contributions regardless of any surplus" (see PS 3250.056). 

In both the case of OTPP and OPSEUPP, the Province's contributions to the plan are based on the 
contributions made by the members of the plan, as the Province matches these contributions on a 1: 1 
basis. The portion of members' salaries that are contributed to the relevant plan is modified from time 
to time based on the management of the plan and/or modifications to legislation. As the Province's 
contribution to the plan is linked to employees' contributions, the ability of the Province to reduce its 
minimum contributions would be dependent on the utilization of surplus assets. 

In addition to the guidance provided in Section 3250.056, we also note that paragraph .052 states: 

A government may benefit from an accrued benefit asset either by withdrawing surplus assets 
or by taking a contribution holiday or receiving a refund of contributions. The accrued benefit 
asset may become impaired when there is a plan surplus for accounting purposes that the 
government is not entitled to benefit from fully. For example, there may be a regulatory 
moratorium on pension surplus withdrawals or uncertainties as to a government's legal right to 
use a plan's accounting surplus. 

This paragraph notes that an accrued benefit asset may be impaired if a government "is not entitled to 
benefit fully" and furthermore states that uncertainties relating to a government's legal rights to use a 
plan's surplus would also draw the valuation of an accrued benefit asset into question. As such, the 
Province's present legal rights to utilize a surplus to reduce future contributions must be analyzed, not 
those rights that are contingent on future events. 

OTPP 
Similar to the discussion in section 2 above, the Teacher's Pension Act itself does not specify 
conditions that may result in a reduction in contributions. Section 10(1) prevails in leaving the OTF and 
the Province to mutually agree to matters such as these. Therefore, we reviewed the Funding 
Management Policy, which has been mutually agreed to by the OTF and the Province. 
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Section 3.04 - 3.06 of the Funding Management Policy outlines the actions that may be taken in the 
case of a surplus, which is defined by the condition in Section 3.04(a) and 3.05(a): 

If assets are greater than current liabilities. 

Section 3.06 then stipulates an ordering of actions that may be taken in this situation, including the 
restoration of previously curtailed benefits, the enhancement of existing benefits and the potential for a 
reduction in contribution rates. A limiting condition on the exercising of any of these options is 
described in Section 3.06: 

For purposes of clarity, excesses identified pursuant to Section 3.05 shall be applied in the 
following order, provided that the partners reserve the right to reconsider such application 
having regard to the contribution rate and benefits then in effect, prevailing economic 
circumstances and other relevant factors. 

This stipulation has the effect that partners have the ability to reconsider these uses of a surplus 
before any action is taken. Additionally, Section 3.06(e), the final option in the descending 
ordering of options states: 

Provide Benefit Increases or Contribution Rate Reductions to provide the following: 

(i) An increase in benefits, where the present value of current benefits is less than the present 
value of run-rate benefits; 

(ii) A reduction in contribution rates, where the present value of current contributions exceeds 
the present value of basic contributions; or 

(iii) A combination of (i) and (ii). 

Given that a possible reduction in contributions (item (ii)) is only one possibility in 3.06(e), the 
sponsors of the OTPP would need to decide on the course of action to take. The Province does not have 
a present legally enforceable right to reduce its future minimum contributions per 3.06(e)(ii) until OTF 
and the Province agree on the course of action to be taken with respect to a surplus position in the plan. 

OPSEUPP 
We reviewed the Agreement and Declaration of Trust ofOPSEU Pension Plan Trust Fund ("the 
Agreement"), which identifies how policies and decisions ofOPSEUPP are to be made. Section 5.01 
outlines that OPSEUPP "shall be administered by a joint Board of Trustees having ten members". 

Section 5.02 states that five trustees each shall be selected by the Province and OPSEU. The governing 
text providing policies and procedures concerning the management of OPSEUPP is then specified in the 
Funding Policy ofOPTrust, which is agreed to by the board of trustees ofOPSEUPP. As the plan text 
ofOPSEUPP and the Agreement do not specify conditions for the utilization of the surplus, we then 
reviewed the Funding Management Policy of OPTrust. 

Section 5.1 of the Funding Policy of OPTrust outlines a number of options that may be chosen in the 
event of a surplus, including the payment of unfunded liabilities, restoring past benefits, creating 
stabilization reserves, temporary contribution reductions, etc. However, the same section begins by 
stating: 

OPTrust recognizes that decisions on the use of surplus are reserved to the Sponsors. 
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Section 1.1 of the Funding Policy states that Sponsors are the Province of Ontario and OPS EU. 
Decisions concerning the use of a surplus is contingent on the agreement of both sponsors, therefore, 
the Province cannot use the surplus to reduce its future minimum contributions without the consent of 
OPSEU. 
5. Determine whether the Province's legal rights to future reductions in minimum contribution 
are subject to restrictions in the form of approvals described under PS 3250.059. 

OTPP 
Per the discussion in the previous section, the Province's legal rights to future reductions in minimum 
contributions are dependent on the consent of OTF. 

OPSEUPP 
Per the discussion in the previous section, the Province 's legal rights to future reductions in minimum 
contributions are dependent on the consent of OPSEU. 

6. Identify any legal rights the Province has to take unilateral actions that would affect overall 
Plan funding immediately or into the future, especially in a surplus position. 

Unilateral actions would be those that the Province could take without the consent of the OTF, the other 
sponsors of the plan. The Province does not have unilateral rights to affect plan funding. 

As noted earlier, the Province's contributions are linked to those made by the members of the plan on a 
1: 1 ratio, as set out in the plan text. Modifications to regular contribution rates or those arising from the 
utilization of surplus assets require the consent of the OTF, as outlined in section 4. The Province would 
need to obtain the consent of the OTF to modify its contributions to the plan. 

OPSEUPP 
The Province is similarly limited in terms of unilateral action as they are with the OTPP. Modifications 
to contribution levels are contingent on the approval ofOPSEU, both in terms ofregular contributions 
and those that would be reduced by the utilization of plan surpluses. Therefore, the Province does not 
presently have the ability to take unilateral action that may affect plan funding. 

7. Identify any legal rights the co-sponsors have to take unilateral actions that would affect 
overall Plan funding immediately or into the future, especially in a surplus position. 

OTPP 
The co-sponsor of the OTPP is OTF, and they face similar constraints as the Province. Actions that may 
affect plan funding, including the modification of contribution rates and the utilization of surpluses are 
contingent on the consent of the Province, as discussed in section 4. As such, OTF does not have the 
ability to take unilateral action at this time that would affect plan funding. 

OPSEUPP 
The co-sponsor of OPSEUPP is OPSEU, and they are similarly limited as OTF in terms of being able to 
take unilateral action to affect plan funding. Such changes require the consent of the Province. 
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CONCLUSION 

As outlined in the discussion above, as at March 31, 2016 the Province did not have an enforceable 
right to the future expected benefits associated with plan surpluses in OTPP and OPSEUPP. Section PS 
3250 requires these rights to be enforceable as at the balance sheet date, and since the use of any surplus 
to the benefit of the Province in the plan is either entirely prohibited or subject to the approval of OTF 
or OPSEU, this condition is not met. To reflect an accrued benefit asset, the Province would have to 
demonstrate that it has the consent of the relevant parties as of the balance sheet date, in line with the 
stipulations as provided in the relevant documents as to the manner in which a surplus can be utilized. 

The receipt of consent from co-sponsors to utilize surplus assets in a way that may benefit the Province 
would need to be obtained in a legally enforceable way (e.g. contract, legislation, etc. as applicable) as 
at the balance sheet date to reflect the benefit of the surplus. Obtaining the right to access economic 
benefit in the form of accrued benefit asset would only be reflected in the financial statements of the 
Province in the period such right is obtained. 

Sincerely, 

~ 
Bonnie Lysyk 
Auditor General 

c. Ms. Cindy Veinot, Assistant Deputy Minister & Provincial Controller 
Ms. Nadine Petsche, Director, Accounting Policy and Financial Reporting Branch 
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Appendix A 

Excerpts from PS 3250, Retirement Benefits 

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 
government should recognize a valuation allowance for any excess of the adjusted benefit asset over the 
expected future benefit. 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. Contributions 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 government may benefit from an accrued benefit asset either by withdrawing surplus assets or 
by taking a contribution holiday or receiving a refund of contributions. The accrued benefit asset may 
become impaired when there is a plan surplus for accounting purposes that the government is not 
entitled to benefit from fully. For example, there may be a regulatory 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) . 

. 054 The adjusted benefit asset is then compared to the expected future benefit. When the expected 
future 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: 

(a) the present value of its expected future accruals for service for the current number of active 
employees, less the present value ofrequired employee contributions and minimum contributions the 
government is required to make regardless of any surplus; and 

(b) the amount of the plan surplus that can be withdrawn in accordance with the existing plan and any 
applicable laws and regulations. 
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.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 ofreturn on plan assets is adjusted to reflect the deduction of the administrative expenses . 

. 059 A key factor in determining a government's expected future benefit from a defined benefit plan 
with a plan surplus for accounting purposes is the ability of the government to withdraw assets from the 
plan. The expected future benefit includes amounts to which a government has a legally enforceable 
right of withdrawal. It excludes any withdrawable plan surplus a government is currently required, or 
intends, to allocate to employees. A government may not anticipate obtaining a legally enforceable right 
to withdraw a portion of a plan surplus to which it is not currently entitled, whether on the basis of 
precedent or otherwise. Accordingly, when withdrawal of plan surplus requires the approval of 
employees or an appropriate regulatory authority or a court of law, a government excludes any amount 
subject to this restriction from its expected future benefit until such approval has been obtained. A 

change in the allocation of surplus between a government 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. 
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Office of the Auditor General of Ontario 

Bureau du verificateur general de !'Ontario 

September 26, 2016 

Mr. Greg Orencsak 
Deputy Minister, Treasury Board 
Secretary of Treasury Board and 
Management Board of Cabinet 
Deputy Minister's Office 
Whitney Block, Room 5320 
99 Wellesley Street West 
Toronto, Ontario 
M7A lAl 

Dear Mr. Orencsak and Mr. Thompson: 

Mr. Scott Thompson 
Deputy Minister 
Ministry of Finance 
Frost Bldg S., ih Floor 
7 Queen's Park Crescent 
Toronto, Ontario 
M7A 1Y7 

Re: Finalizing 2015-2016 Public Accounts and the Pension Asset Issue 

Thank you for your letter received yesterday afternoon. I too am glad that the other issues 
raised during this year' s audit have been addressed and I value the effective working 
relationship my staff and yours have had in past years. It is unfortunate that the subject 
issue is outstanding so near to the statutory deadline for the tabling of the Public Accounts. 
Our concern regarding the pensiori asset was raised in June of this year after I requested 
my audit team to perform further work on pensions as part of the Public Accounts audit 
and in relation to a special section we were planning to dedicate to pensions in Chapter 2 
of this year's Annual Report. 

I was informed a few weeks ago that Deloitte LLP ("Deloitte"), the firm at which the new 
Provincial Controller was formerly a partner, was providing advice to the Ontario 
Provincial Controller's Division (OPCD). Reference to their opinion was made in the 
province's legal letter dated September 11, 2016 that we received earlier this month. It 
states: "The Deloitte Report sets out an accounting analysis supporting the recognition of 
the surplus as an asset for the purposes of reporting the Province's financial position, as 
assessed in accordance with Public Sector Accounting Standards .... . While the Deloitte 
analysis speaks to Ontario benefittingfrom surplus withdrawal, the Office of the 
Provincial Controller Division (OPCD) in Treasury Board Secretariat has advised that the 
analysis under Public Sector Accounting Standards completed by Deloitte demonstrates 
that no surplus withdrawal is necessary to support the asset recorded in Ontario 's Public 
Accounts". Given that OPCD was representing that they had a strong accounting position 
supported by Deloitte at that point in time, we were definitely interested in obtaining a 
copy to understand the basis of OPCD's position on the Pension Asset. At your request, 
we met with five representatives from Deloitte at your Office in the Whitney Block on 
September 14, 2016. I was under the impression at that time that Deloitte was already 
under contract to provide an accounting opinion to OPCD and requested to obtain a copy. 
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Our expectation was, because you believed that Deloitte's opinion was strong, that 
Deloitte would confirm that as at March 31, 2016, the province's recorded pension asset of 
$10.6 billion is an asset and one that is properly valued and therefore recognized in 
accordance with all sections of PS3250-Retirement Benefits, PS3210-Assets and 
PS3320 - Contingent Assets. 

This is the same level of assurance that I must provide to the readers of the Province's 
consolidated financial statements when I sign an unqualified audit opinion of the 
Province's Consolidated Financial Statements. To date no such opinion has been received 
by my Office to review and assess. Anything less from Deloitte LLP would be a clear 
indication that they are not fully convinced that the Province's accounting position for the 
Pension Asset is defendable in accordance with all sections of PS3250, PS3210 and 
PS3320. 

I was definitely surprised when on September 19, 2016 I received an email of a "Statement 
of Facts" from a Senior Manager of Deloitte requesting that we confirm whether the facts 
provided to them by the OPCD were accurate. Given that they were hired by OPCD, it 
seemed unusual, but we provided feedback on September 20, 2016. It was not until a 
meeting on September 21, 2016 with the Controller and a Partner and Senior Manager 
from Deloitte that I learned that Deloitte had been engaged on September 19, 2016 to 
conduct a Section 7600 review. At that point, I requested copies of their engagement 
letters to understand what they would be doing so that we would know how to respond to 
their more formal request for confirmation on facts in an amended document. On Friday, 
September 23, 2016 we received the last of copies of their engagement agreements. On 
Sunday morning, September 25, 2016, I provided additional email feedback to the Partner 
at Deloitte on an email received around 11 :00 pm on September 21, 2016 and an updated 
Statement of Facts received on September 23, 2016. Our feedback indicated that their 
facts were not complete and I suggested they consider a few additional points. The 
documents we obtained also confirmed that the OPCD has also retained 
PricewaterhouseCoopers LLP ("PwC") to potentially provide an opinion. I have not yet 
been contacted by PwC. 

As you've indicated, both my team and I have had several discussions with you and the 
OPCD, particularly the Controller and her Director on this matter. For further clarity, I 
will outline several other items (previously verbally communicated) that must be taken 
into account when reaching a conclusion on the accounting issue at hand. Our position is 
not based solely on the points you note in your letter. 
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We note that the OPCD position outlined in your letter of September 25th is based on the 
following assumptions: 

OPCD Position OAG Response OAGReason 
The decrease in the amount Disagree Although the elimination of the "share the 
of future contributions, pain" payments are reductions from a 
pertaining to "share the funding perspective, their discontinuance 
pain" payments, in the does not have a material impact on the 
amount of $7.8 billion discussion of the value of the pension asset 
($4.3B in 2016, $1.9B in on an accounting basis. 
2016, and $1.6B in 2014) 
supports the currently 
recorded value of the 
pension asset. 

That PS3250.052 does not Disagree PS3320.03 notes that contingent assets arise 
require that there be no from conditions or situations involving 
uncertainty in order to uncertainty. Even where a future event is 
recognize an asset. likely, a contingent asset would not be 

recorded in the financial statements, but 
rather only disclosed in the notes. 

That PS3250.59 does not Disagree PS3250.59 does apply. Once the adjusted 
apply because it only applies benefit asset is calculated as per PS3250, 
to a discussion of PS3250.59 must be considered in assessing 
withdrawals. the government's control of a joint pension 

plan's assets and the ability the government 
would have to withdraw assets from the joint 
pension plan tests whether it has that control. 
Control is necessary to meet the definition of 
an asset. Further, PS3250.059 informs 
PS3250.052 as the latter triggers the need to 
consider an impairment when uncertainties 
exist surrounding the Province's legal right 
to use a plan's accounting surplus . 

. . . so to apply a test Disagree The certainty issue in PS3250 relates to 
requiring no uncertainty to recognition of an asset, not pension 
the recognition of an asset is accounting as a whole. 
inconsistent with the 
accounting for pension plans 
as a whole. 
That the word "expected" in Disagree The word expected equates to the absence of 
expected future benefit does uncertainty in recognizing a pension asset 
not equate to certainty. under PS3250. 



Mr. Orencsak and Mr. Thompson 
September 26, 2016 
Page4 

Unfortunately we continue to disagree that these points support maintaining the Pension 
Asset on the province's consolidated financial statements. Note disclosure of the Pension 
Asset would be appropriate. It is important to note that in accounting, "expectations" do 
not lead to the booking of assets in financial statements. If this were the case, we would 
record revenue receivable this year from cap and trade because the government expects to 
raise revenue from this in the future. 

The following provides additional commentary on why we believe that the Pension Asset 
should be removed from the balance sheet. 

A. Conceptual Framework - Clear Presentation of Annual Pension Expense -
Reflect an Asset on the Balance Sheet Only When There is Actual Control Over 
That Asset 
1. As per PS3250.005 "The standards in this Section are based on the accounting 

framework recommended in PS 1100 and PS 1201. That framework emphasizes 
the need to account for all liabilities incurred by a government to help legislators, 
taxpayers, investors and other users of financial statements assess: a government's 
future cash requirements from taxes and other revenues . .. " It is important to 
consider that Section PS3250 Retirement Benefits simply applies the definition of 
an asset, liability, revenue and expense to retirement benefits. A key 
consideration is that the public sector entity controls the economic resource and 
access to the future economic benefits and that the transaction or event giving rise 
to the public sector entity' s control has already occurred. An entity that controls 
an economic resource has the ability to deny or regulate access to the future 
economic benefits by others. In the case of Ontario Teachers' Pension Plan 
("OTPP" or the "PLAN"), the economic resources are jointly controlled by the 
Government and the OTF. The economic benefits are to flow to the beneficiaries. 
This reality can only change if specific agreements (in addition to the Partners' 
Agreement and the Funding Management Policy) enable government to access 
those economic resources. As well, a further requirement is that approval from 
the Financial Services Commission of Ontario is needed for any PLAN 
impact/changes that could, if approved, lead to the government obtaining an asset. 
Applying this understanding leads to a clear presentation of the government's 
annual pension expense. 

B. Annual Evaluation of a Pension Asset (If there is unilateral legal control, there is 
an Asset; if not there is an Annual Pension Expense impact from minimum and 
other contributions) 
2. It is important to consider all of PS3250 -Retirement Benefits, PS 1000 - Financial 

Statement Concepts, and PS32 l O - Assets when evaluating whether the Province 
has a pension asset on its financial statements that is correctly valued. An opinion 
on whether there is a supportable Pension Asset should not be based only on 
actuarial calculations for the purpose of Section PS3250.056(a). All sections 
should be considered. The need for a valuation allowance must be considered. 
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a. PS3250.055 states the objective of PS3250.050 (An accrued benefit asset 
should be presented on a government's statement of financial position net 
of any valuation allowance) is to limit a government's accrued benefit asset 
to the amount it can realize in the future (versus "may" access or "expects" 
to access in the future). 

b. The actuarial calculations performed by Deloitte contain assumptions that 
are subject to judgment with respect to the years of future contributions 
payable. The assumptions used under three views were that contributions 
would cease immediately, in two years and in eleven years. Given that 
government pension plans have and will continue to exist for many years, 
this short-term view is likely not appropriate. When contributions extend to 
50 years, the calculation of expected future benefit under PS3250.056(a) is 
reduced significantly. Having said this, a valuation allowance is still 
required to be considered separate from the calculation performed under 
PS3250.056(a) to support an opinion that the Province's Pension Asset is 
properly recorded (recognized) in accordance with Public Sector 
Accounting Standards (i.e. meets PS3250 as a whole, meets the definition 
of an asset under PS 1000 - Financial Statement Concepts, and also meets 
the test of PS3210-Assets). 

c. Under PS3250.54 when the adjusted benefit asset is larger than the 
expected future benefit, the pension asset is considered impaired and a 
valuation allowance is required. An actuarial calculation is the first step in 
this process to ensure the Pension Asset is below a ceiling. However once 
this figure is calculated, Section PS3250.059 must be considered in 
assessing the government's control and access over the PLAN asset and the 
ability the government would have to withdraw assets from the PLAN tests 
whether it has that control. The expected future benefit would include 
amounts to which a government has a legally enforceable right of 
withdrawal. A government may not anticipate obtaining a legally 
enforceable right to withdraw a portion of a plan surplus to which it is not 
currently entitled, whether on the basis of precedent or otherwise. 
Accordingly, when withdrawal of plan surplus requires the approval of 
employees or an appropriate regulatory authority or a court of law, a 
government excludes any amount subject to this restriction from its 
expected future benefit until such approval has been obtained. As such, 
because there are no agreements in place supporting any form of surplus 
reduction, the accrued benefit asset has uncertainty that it can be realized 
and its value at this point in time is zero. However, when the Province 
obtains the proper approval, the valuation allowance would be adjusted and 
a pension asset would result from the respective value associated with 
withdrawal, contribution holidays or the receipt of a refund of 
contributions. 
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d. A change in the allocation of surplus between a government 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. 

e. The view being suggested by OPCD would avoid transparent reflection of 
the impact of annual cash contributions on pension expense in the 
government's annual financial statements, which is not the intent of 
PS3250. 

C. Additional Support for Why a Valuation Allowance is Applicable 
3. The definition of a plan asset is set out in the Glossary to PS3250. A plan asset is 

an asset segregated and restricted in a trust or other legal entity separate from the 
government to provide for retirement benefits under the following conditions: 

a. The assets in the separate entity are to be used only to settle the related 
accrued benefit obligation, are not available to the government's own 
creditors, and either cannot be returned to the government or can be 
returned to the government if the remaining assets of the trust are sufficient 
to meet the plan's obligations; and 

b. To the extent that sufficient assets are in the entity, the government will 
have no obligation to pay the related retirement benefits directly. 

4. A plan asset, for the purposes of the plan itself and for accounting purposes must 
meet the definition of an asset. As well, a plan asset must also be set aside in a 
separate entity (i.e. a trust), at which point the government loses control over those 
assets. 

5. It is useful to note that (a) above is in place to prevent a government from simply 
allocating assets within its own entity to its pension liability that are not 
segregated or restricted. Thus the need for having a trust or separate entity to meet 
the requirement that the assets are not available to the government's general 
creditors. In other words, the government must have given control over the 
economic benefits inherent in the assets to another entity. An entity could include 
the pension plan, trust or other entity appointed to administer the asset. This is 
important because this definition causes the government to give up control of an 
asset. If the government still maintains control over the asset, it would be 
available to the government's own creditors. 

D. Important to Distinguish between Funding Surplus/Deficit and Accounting 
Surplus/Deficit and Control over PLAN assets 
6. It is important to distinguish between a funding surplus/deficit and an accounting 

surplus/deficit when assessing this issue. The subject we are dealing with is "an 
accounting surplus". The funding objective is to determine an acceptable policy 
for financing the estimated ultimate cost of a benefit plan. The accounting 
objective is 
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to measure and report the obligation for the benefit plan and to attribute the costs of 
those benefits to the periods in which related services are rendered. 

7. It is equally important to recognize that the Teachers' Pension PLAN reflects a 
pension liability on its financial statements in contrast to a pension asset ( a.k.a. 
accounting surplus) on the Government's financial statements both for accounting 
purposes. 

8. The Board of the Ontario Teachers' Pension Plan acts as trustee when it 
administers the trust on behalf of the beneficiaries specified in the agreement or 
statute. As trustee, it administers the assets of the PLAN, following the terms and 
conditions set out in the relevant agreements. The Board does not control the 
assets of the PLAN because it does not have access to the future economic benefits. 
As well, neither of the joint sponsors (OTF and the government) unilaterally 
control the assets or have legal access to the future economic benefits. Those 
benefits of those PLAN assets flow to the beneficiaries. It isn't until there is a clear 
negotiated agreement between the joint sponsors, and the approval of the 
Superintendent of the Financial Services Commission of Ontario that legal access 
and control of assets can be provided to the government. 

9. The Ontario Teachers' Pension Plan is responsible for reflecting the financial 
results and assets of the Pension Plan. The Government is a sponsor to the plan 
and therefore would pay its required contributions, record its annual pension 
expense and recognize its pension liability. 

E. Impact of Restoration Related to "Share the Pain" on the Accounting Surplus 
10. The suggestion that the $4.3 billion, $1.85 billion and the $1.95 billion are relevant, 

in a material way, to support a Pension Asset on the government's consolidated 
financial statemei;its is not the case. These are funding impacts and not accounting 
determined figures. The Government has only contributed approximately $3 .2 
million as part of the "Share the Pain" issue. The values noted above, totaling $8.l 
billion assume a funding benefit resulting from the Government discontinuing 
these additional payments in the future. As well, the payments were to be a short 
te1m measure. Because the liability for pension accounting is only affected by 
obligations to pensioners versus a change in additional short-term payments, the 
$8.1 billion is not relevant as a means of justifying the $10.1 billion Pension Asset 
related to the Teachers' Pension Plan on the province's financial statements. The 
impact of discontinuing the payment of the "Share the Pain" amounts does not 
provide a significant material benefit to the province from an accounting 
perspective. The "Share the Pain" is a start and stop payment that does not affect 
minimum contributions. This is immaterial to the discussion of the value of the 
Pension Asset on an accounting basis. This could potentially support the booking 
of a Pension Asset for at most $10,000,000 based on information known to date. 
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The Government is ending a short-term additional payment commitment. There is 
no significant recovery to be recognized in accounting from ending this 
commitment. 

11. Government payments to OTPP currently include a 1.1 % special contribution, in 
addition to the minimum contribution, until 2026. Any changes, including the 
reduction or elimination of these special contributions, are subject to negotiation 
and agreement between the joint sponsors. If agreement were reached to cease this 
special payment, it would end a temporary additional payment commitment. 

F. Public Expectation of the Province Unilaterally Controlling/Accessing PLAN 
Assets 
12. As at March 31, 2016, there was, and there continues to be no formal determination 

of what amount of the asset the Province can remove from the PLAN (i.e. 20%, 
50%, 70%). In fact, there is no public expectation that the government can access 
existing assets of the Plan because all access has to be jointly negotiated with the 
OTF and approved by the Financial Services Commission of Ontario, which is 
publicly communicated to be an independent regulator. A belief of a government 
that there may be, someday an action enabling it to access assets of a pension 
surplus, does not address the reality of the situation. As at March 31, 2016, there 
was no strong belief with the Financial Services Commission of Ontario, the 
members of the Legislative Assembly, the taxpayers of Ontario, the Ontario 
Teachers' Federation or the teachers themselves that the Government was able to 
use the assets of the PLAN for reducing contributions, taking contribution holidays 
or withdrawing surpluses. 

13. A government can only report an asset when the PLAN (Teachers) has a surplus 
based on the accounting requirements and not the funding requirements and there 
are existing authorities in place at the time of reporting that give the government a 
legally enforceable right to access those assets. PS3250.052 is very important "A 
government may benefit from an accrued asset either by withdrawing surplus assets 
or by taking a contribution holiday or receiving a refund of contributions. The 
accrued benefit asset may become impaired when there is a PLAN surplus for 
accounting purposes that the government is not entitled to benefit from fully. For 
example, there may be ... uncertainties as to a government's legal right to use a 
plan's accounting surplus." It is the occurrence of a past transaction or event on or 
before the financial statement date that distinguishes a present economic resource 
controlled by a public sector entity from an economic resource that may be 
controlled by a public sector entity in the future. 

14. In the case at hand, there is no existing law, by-law or policy in relation to OTPP 
that gives rise to control of an economic resource. Control does not exist until an 
underlying event occurs ( e.g. the government and the OTF reach a specific 
agreement and it is agreed to by the Superintendent of the Financial Services 
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Commission of Ontario if PLAN assets are impacted, or if new legislation is 
passed). Uncertainties exist regarding access and the extent of access to PLAN 
assets until proper process is followed. 

15. Unless there is a specific agreement indicating a distribution of any surplus, in any 
form, a valuation allowance should be reported by the Province, bringing any 
reported asset value to zero or other appropriate value (e.g., if the Plan had net 
unamortized losses, which is not the case). 

16. The government's expectation that it may reduce its future contributions (special or 
minimum) through future negotiations can be examined against the concepts in 
PS3320 - Contingent Assets. PS3320.03 notes that contingent assets arise from 
conditions or situations involving uncertainty. Even where a future event is likely, 
a contingent asset would not be recorded in the financial statements, but rather only 
disclosed in the notes. 

G. Results of Jurisdictional Review 
17. Based on our review, few senior governments sponsor joint defined benefit pension 

plans that are in an accounting surplus position. We noted British Columbia's 
2015 Summary Financial statements discussed their pension asset accounting 
treatment by disclosing: "The province has no claim on accrued asset amounts. If 
the individual pension boards decide to reduce or suspend employer contributions 
for a period of time, the province may record an asset. Therefore, the recorded 
value of the net assets is nil until such time such a decision is made." Similar 
accounting was used in British Columbia's March 31, 2016 Summary Financial 
Statements. 

Our opinion on this issue was informed through research and external consultations. I am 
confident that a correction of an error is the appropriate accounting treatment required and 
that a Pension Asset should not be reflected in the province's consolidated financial 
statements for the year ended March 31, 2016. The suggestion that this is solely a 
measurement issue is incorrect. It is primarily an asset recognition issue where the asset 
would be adjusted to an amount that would meet the definition of an asset. In the case of 
the $10.6 billion recorded pension asset at March 31, 2016, this would be an adjustment to 
nil. 

I look forward to our further discussion on this issue later today. 

Sincerely, 

~~~,(_ 
Bonnie Lysyk 
Auditor General 

c. Ms. Cindy V einot, Assistant Deputy Minister & Provincial Controller 
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Dear M:;vsyk: 

Re: Finalizing 2015-16 Public Accounts 

f')h 

t?ontario 

We would like to thank you for meeting with us last week and for the various conversations and email 

exchanges since that meeting as we work to finalize the 2015-16 Public Accounts. We appreciate the 

work of you and your staff to finalize the audit work on the Public Accounts, save for the issue discussed 

below. 

As discussed at our in person meeting last week, we appreciate your interpretation of Public Sector 

Accounting Standards {PSAS) as it relates to the application of the standards to pension asset 

recognition for jointly sponsored pension plans. Unfortunately, we are not in agreement with that 

interpretation. As you are aware, the Province has applied consistent accounting treatment for these 

plans for the past 14 years and has consistently received unqualified audit opinions, without exception. 



Based on our respective positions at this time, we believe that this particularly complex accounting 

matter would benefit from additional discussions, information and consideration prior to making an 

accounting change. However, we also need to balance the time needed to further consider the issue 

with the need for timely tabling of the Public Accounts to ensure transparency about the Province's 

financial position. 

The President of the Treasury Board has notified the Legislature last week that there will be a delay in 

tabling Public Accounts with the Lieutenant-Governor-in Council past the September 27, 2016 deadline. 

A lengthy delay in tabling the Public Accounts is not in the public interest. The Province believes that it 

is imperative for the Public Accounts to be tabled as soon as possible this week. 

To that end, the government has decided to use legislated accounting for the pension assets related to 

the Ontario Teachers' Pension Plan (OTPP) and the Ontario Public Service Employees' Pension Plan 

(OPSEUPP) for the 2015-16 Public Accounts. As we discussed at length at our meeting on September 27, 

and in subsequent conversations, the legislated accounting would result in the same valuation of the 

pension assets that you deem appropriate, and thus lead to the same fiscal results that you consider 

accurate for 2015-16. 

We appreciate you proposing legislated accounting as a solution in our discussions with you during the 

evening of September 27th. 

We have shared the regulation with you on September 28 that provides for the legislative accounting 

treatment. The regulation enables the public service to take responsibility for the preparation of the 

Public Accounts in accordance with both legislation and PSAS. In addition and as noted earlier, the 

resulting fiscal results are consistent with your interpretation of PSAS, thereby eliminating any confusion 

for the public with respect to the results for the year. 

On September 29,. 2016, we provided your office with the following documents: 

• Consolidated Financial Statements; 

• Financial Statement Discussion & Analysis and the remainder of the Annual Report; and 

• Management letter of representation as agreed to in our telephone discussion with you on 

September 28, 2016. 

Based on subsequent discussions with you and as well as email exchanges, we understand that you are 

of the view that the Consolidated Financial Statements and the balance of the Annual Report should not 

make reference to the use of legislation to explain the change in the accounting for pension assets 

related to the jointly sponsored pension plans. As you are aware, the use of legislation enables the 

public service to take responsibility for the preparation of the Public Accounts as being in accordance 

with legislation and PSAS, and, therefore, we believe it would be disingenuous to not disclose to the 

users the reason for the legislation. We have also communicated to you that the Province intends to 

continue to review the accounting treatment of pension assets related to jointly sponsored pension 

plans in the future. As you also know, the Public Sector Accounting Board (PSAB) has also formed a task 

force as part of its review of the retirement and post-employment benefits. Two of our advisors are 
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members of tnat task force and we will work with PSAB to encourage additional clarity with respect to 

the intersection of the accounting for jointly sponsored pension plans and the application of the asset 

ceiling test. 

As discussed in our conversation on September 30, the government has not referred to legislated 

accounting in the past because there was no difference between the legislation and the public service's 

interpretation of PSAB, however, this situation is different. The Province does not agree with your 

proposal to restate the prior year and treat that adjustment as the correction of an error, and in 

addition this would not be consistent with the regulation, which you have seen. 

We understand from our recent discussions that you may decide not to issue an opinion on the 

Consolidated Financial Statements. We believe that together, we have a legislated responsibility to 

table Public Accounts, including an audit opinion on the consolidated financial statements, within the 

deadline imposed by legislation. We noted that you referenced professional standards as preventing 

you from issuing an opinion as a result of the use of legislation. In this regard, we would also point out 

that the Province's financial statements have noted that they were prepared in accordance with 

legislation and PSAS since 2011-12, including both years on which you have already signed a clean audit 

report. 

We appreciate that resolution of this last issue has been difficult for all parties and in bringing it to a 

close, we are looking for your confirmation that you are prepared to issue an audit opinion on the 

financial statements and annual report submitted to you on September 29, 2016. 

We appreciate you meeting with us and Ministers Sandals and Sousa today. 

12 
Scott Thompson 
Deputy Minister 
Ministry of Finance 

Greg Orencsak 
Deputy Minister, Treasury Board and Secretary to 
Treasury Board/Management Board of Cabinet 
Treasury Board Secretariat 

c. The Honourable Charles Sousa, Minister of Finance 
The Honourable Liz Sandals, President of the Treasury Board 
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Office of the Auditor General of Ontario 

Bureau du verificateur general de !'Ontario 

October 4, 2016 

Mr. Greg Orencsak 
Deputy Minister, Treasury Board 
Secretary of Treasury Board and 
Management Board of Cabinet 
Deputy Minister's Office 
Whitney Block, Room 5320 
99 Wellesley Street West 
Toronto, Ontario 
M7A lAl 

~ 
Dear Mr._Jrencsak and Mr. Tly.mipson: 

Mr. Scott Thompson 
Deputy Minister 
Ministry of Finance 
Frost Bldg S., 7'h Floor 
7 Queen's Park Crescent 
Toronto, Ontario 
M7A 1Y7 

In your letter dated October 3, 2016, you re-confirmed that you are not in agreement 
with my Office's interpretations of Public Sector Accounting Standards (PSAS) as 
they relate to pension asset valuation and recognition for jointly sponsored pension 
plans. However, to date you have not provided us with a persuasive PSAS-based 
opinion to support your view citing only "that we also need to balance the time needed 
to further consider the issue with the need for timely tabling of the Public Accounts to 
ensure transparency about the Province's financial position". 

As well, you are not in agreement with the presentation required for the correction of 
an error prescribed in PS2120 and you indicate that you are not in agreement because 
you've received "clean opinions" in the past. The increasing balance of the pension 
asset resulted in a deeper review this year, and provided additional insight. We are 
confident in our position that the value of the pension asset is $nil for the current and 
comparative fiscal years. 

By way of background, we notified the Office of the Provincial Controller Division 
(OPCD) in June 2016 about this significant accounting issue and requested them to 
delve into it further. Our expectation was to receive, as had been the practice in the 
past, a position paper backed with evidence supporting their view on an accounting 
treatment that the $10.7 billion pension asset met the requirements of PS3250 -
Retirement Benefits and PS3210 - Assets as well as PS 1000 - Financial Statement 
Concepts. Further, we would have expected PS3220 - Contingent Assets to have 
been considered. To date, such a paper has not been received. Rather, in August 
2016, the new Controller assured me that Deloitte would be providing an opinion 
supporting the government's position. The province's internal legal opinion also 
implied that the OPCD had indicated that Deloitte had provided an opinion. After not 
receiving any such promised opinion and being concerned about the timeline, I issued 
two formal letters in September to further encourage dialogue on this issue. 
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I understand that the province contracted with both Deloitte and PricewaterhouseCoopers 
(PwC) to provide opinions for a projected cost of $250,000. We were advised that 
Deloitte had confirmed their interpretation that the $10. 7 billion was a bona fide asset 
under PSAS. However, Deloitte finalized their opinion on October 2, 2016 and it does 
not confirm this, nor does it take responsibility for the work previously performed by 
Deloitte in August 2016 on this issue. We have not received anything from PwC. 
Instead of constructive discussions occurring between my Office and OPCD on this 
issue, Deloitte seemingly has acted as an intermediary, and my staff and I have been 
requested to continually provide them with additional information on the issue. At times, 
we learned that Deloitte had been provided with information by OPCD that we had not 
yet received ( e.g. Osler legal opinion). 

As you know, we too have consulted externally on this issue and are confident that a 
$10.7 billion pension asset would not meet PSAS recognition requirements. We are 
aware that you plan to conduct further study into the issue in connection with the 2016/1 7 
fiscal year statements. 

In your letter you stated that it was I who proposed legislated accounting as a solution. 
However, this was not the case. You had first suggested this on September 15, 2016, at a 
meeting at your office with my team. In fact, putting legislation in place was again 
presented by the two of you at a meeting with me and my staff at my office on Tuesday, 
September 27, 2016 . At that time, I could not understand why you believed you needed a 
regulation, as my opinion has to be provided with reference to a PSAS framework. 

It wasn't until after you shared the September 29, 2016 draft of the financial statements 
with revised notes and the revised financial statement discussion and analysis, in addition 
to the draft regulation, that it became clear that you believed you needed a regulation 
because you were taking issue with the pension asset adjustment and that you believed a 
regulation would serve two purposes: one, to adjust the in-year deficit and accumulated 
deficit in order to obtain an unqualified audit opinion, and two, to enable you to maintain 
that you did not agree with the accounting treatment, but were making the adjustment to 
comply with legislation. During our call on September 29th with the two of you and 
OPCD, I indicated my concerns given that my opinion has to be provided with reference 
to a PSAS framework. 

On Friday morning, September 30th, we provided you with suggested revisions to the 
version we received in the afternoon of Thursday, September 29th. This revised version 
was prepared to illustrate accounting treatment in accordance with PSAS. I now 
understand that our suggested revisions were not accepted because they incorporate our 
opinion that what we have here is a correction of a prior period error. Although your 
Thursday draft statements correctly adjusted the 2015/16 financial statement's annual 
deficit and adjusted the accumulated deficit, the way in which the accumulated deficit has 
been adjusted in these draft statements is not in accordance with PSAS. 
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PSAS requires a restatement of the prior c9mparative year. This will be pointed out in 
my qualified opinion. As welJ, the financial statement discussion and analysis will be 
highlighted in an "Other Matter" paragraph indicating that it too provides a variance 
analysis using unadjusted figures for the 2014/15 comparative figures. 

In your letter you also indicated that I "may decide not to issue an opinion on the 
Consolidated Financial Statements". I can assure you that this is not the case as I am 
required under the Auditor General Act to issue such an opinion. The only issue is 
what that opinion will state and this could not be decided until your statements were 
finalized. Now that you have decided to publicly issue unaudited financial statements 
(that are the September 29111 version), I will be providing my audit opinion on these 
financial statements this week, pending receipt of your signed management 
representation letter, so that the audited financial statement including my audit report 
can be tabled in the Legislative Assembly. 

I certainly concur that trying to resolve this matter, and I would add other matters, has 
been difficult this year. Given the pension issue was brought to OPCD's attention in 
June it is most unfortunate that the lack of a more timely resolution has resulted in a 
delayed tabling of the public accounts past the required legislated tabling date. We 
will certainly continue to do our part to ensure a similar situation does not recur with 
respect to the 2016/17 consolidated financial statements. 

Sincerely, 

c. Hon. Liz Sandals, President of the Treasury Board 
Hon. Charles Sousa, Minister of Finance 
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Ministere des Finances 

Bureau du 
sous-ministre 

Edifice Frost sud 
7 Queen's Park Cr 
Toronto ON M7A 1Y7 
Tel (416) 325-1590 
Telec (416) 325-1595 

Treasury Board Secretariat Secretariat du Conseil du Tresor 

Office of the 
Deputy Minister 

Whitney Block, Room 5320 
99 Wellesley Street W , 
Toronto, ON M7A 1A1 
Tel. (416) 325-1630 
Fax. (416) 325-1612 

Ms. Bonnie Lysyk 

Bureau du 
sous-ministre 

Edifice Whitney, Salle 5320 
99, rue Wellesley Quest 
Toronto ON M7A 1A1 
Telephone: (416) 325-1630 
Telecopieur: (416) 325-1612 

Auditor General of Ontario 

Office of the Auditor General of Ontario 

20 Dundas Street West, Suite 1530 

Toronto, Ontario MSG 2C2 

October 4, 2016 

f''r:: 

t?ontario 

Thank you for your letters that we received earlier today as well your draft English audit opinion and the 

draft management representation letter. Please accept this letter as confirmation that the English 

version of financial statements and annual report that were provided to you on September 29, 2016 and 

French version of these same documents that were provided earlier today are the documents that will 

be tabled with your report in the Legislative Assembly. Those are the same documents as the 

documents released yesterday, except that the documents released yesterday were not labeled Public 

Accounts and the financial statements were marked and referred to as unaudited. 

We are working towards a timeline of presenting the Public Accounts at Cabinet at noon tomorrow 

(Wednesday) and tabling the Public Accounts in the Legislative Assembly on Thursday this week. In 

connection with that time line, we will need to provide you with the management representation letter 



and receive from you the electronic and signed paper copies of the English and French audit opinions 

tomorrow (Wednesday) morning. Please let us know if this timing is not possible. 

Thank your for your assistance in finalizing the 2015-16 Public Accounts. 

Scott Thompson 
Deputy Minister 
Ministry of Finance 

c. Mike Jancik 
Ali Ghiassi 
Cindy Veinot 
Nadine Petsche 

&~~~ 
Greg Orencsak 
Deputy Minister, Treasury Board and Secretary to 
Treasury Board/Management Board of Cabinet 
Treasury Board Secretariat 
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Veinot, Cindy (TBS) 

Cc: 
Subject: 
Attachments: 

Bonnie and Bill, 

Veinot, Cindy (TBS) 
September-11-16 2:26 PM 
'bonnie.lysyk@auditor.on.ca': Bill Pelow 
Petsche, Nadine (TBS); Fong, Pauline (TBS); Patel. Bharat (TBS) 
Pension asset ceiling 
Pension Asset Ceiling_additional information for AG (Septll).docx; Key Funding 
Decisions.pdf 

Please find attached some additional analysis we believe warrants consideration in connection with the pension asset 
ceiling issue. The attached word document addresses the comments provided during Friday's discussion and the pdf 
document is a summary from OTIP (publicly available on www.mypensionhub.com) of the funding history of the plan 
since its inception and includes a number of references to the distribution and/or use of surpluses. 

Please distribute to others in your organization involved in this discussion. 

Cindy 

• 



• 

Additional commentary and analysis for AG based on September 9, 2016 conversation regarding t he 

pension ceiling t est issue 

Further to our discussion on September 9, 2016 rega rding the Province's reporting of the pension assets 
related to OTPP and OPSEUPP, we are sharing additional information and analysis that we believe 
should be considered in reaching a conclusion on whether the Province's accounting for t he assets are 
consistent with PSAB standards. 

In summary, our understanding of t he OAG' s position based on recent discussions is that: 

1. The pension asset fo r TPP of $10.1 billion should be written down to the Province's share of the 
surplus in the plan based on the funding valuation, provided that the Province can provide 
sufficient evidence that it has the ability to realize the benefit from the asset 

2. The AG suggested that the Province obtain a legal opinion to provide evidence regarding the 
Province's ability to realize the benefit of the asset 

3. If the stand-alone financial statements of OTTP had been prepared using an estimate of the 
projected benefit obligation based on the Province's economic assumptions (as permitted by 
CPA Canada, Part IV Section 4600), and those fi nancial statements disclosed a surplus of at least 
$20.2 Billion, there would not be a concern w it h the $10.1 billion pension asset recorded by the 
Province 

4. The impact of any write-down would have to be analyzed to determine t he period of impact 
(e .g. a write-down would not necessarily have an in-year impact for fiscal 2015-16) . 

5. The AG has reviewed the additional disclosure to be added in the notes to the 2015-16 financia l 
statements regarding the Province' s abil ity to realize the benefi t of t he asset, and has requested 
it be expanded to include the nature by which the surplus will be used (e.g. reducing future 
contributions) 

While our discuss.on focused exciusively on TPP, we ave assumed the same view hokis for 

OPSEU. (Please advise if our assumption is incorrect}. 

From the Province's perspective ... 

T e Province continues t o believe t at the pension asset s are appropriately stated in accordance with 
PSAS. The following addresses the points not ed above. 

PSAS is clear with respect to the determination of w ether a valuation allowance is required. It doe 
not reference the use of a nding valuation, wh ich would have been a very simple method to use. 

he guidance on det ermining whether a valuation allowa ce is required in PSAS is included 3250 in the 
ollow·ng paragraphs: 

.052 A government may benefit from an accrued benefit asset either by withdrawing surplus assets orb\ 
taking a contribution holiday or receiving a refund of contributions. The accrued benefit asset may become 
impaired when there is a plan surplus for accounting purposes that the government is not entitled to benefit 
from fully. For example, there may be a regulatory 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 ad1usted benefit asset. The adjusted benefit asset is the accrued benefit asset less net 
unamortized actuarial losses 'determined on a basts using market value of assets . 

s~ut11 ber 11 



Additional commentary and analysis for AG based on September 9, 2016 conversation regarding the 
pension ceiling test issue 

.054 The adjusted benefit asset 1s then compared to the expected future benefit When the expected future 
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: 
a. the present value of its expected future accruals for service for the current number of active 

employees. less the present value of required employee contributions and minimum contributions 
the government is required to make regardless of any surplus; and 

b. the amount of the plan surplus that can be withdrawn in accordance with the existing plan and any 
applicable laws and regulations . 

. 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 1s 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 administra11ve expenses. 

059 A key factor in determining a government's expected future benefit from a defined benefit plan with a 
plan surplus for accounting purposes is the ability of the government to withdraw assets from the plan. The 
expected future benefit includes amounts to which a government has a legally enforceable right of 
withdrawal. It excludes any withdrawable plan surplus a government is currently required. or intends. to 
allocate to employees. A government may not anticipate obtaining a legally enforceable right to withdraw a 
portion of a plan surplus to which 11 is not currently entitled, whether on the basis of precedent or otherwise 
Accordingly, when withdrawal of plan surplus requires the approval of employees or an appropriate 
regulatory authority or a court of law, a government excludes any amount subject to this restriction from its 
expected future benefit until such approval has been obtained. A change in the allocation of surplus between 
a government and its employees is incorporated into the calculation of the expected future benefit on ly when 
it has been agreed to and, when required, approved by the appropriate regulatory authorities. 

The guidance in paragraphs 53 through 59 provides very specific guidance on how to determine if a 
valuation allowance is required. The two key inputs to the ca cu lation are the adjusted benefit asse 
and the expected future benefit. Both of these terms are defined in the standard: 

21 

• An adjusted benefit asset is an accrued benefit asset less the amount, if any, by which the 
aggregate of any unamortized actuarial losses exceeds the aggregate of any unamortized 
actuarial gains . 

• 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. A government determines its expected future 
benefit as the sum of' 
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Additional commentary and analysis for AG based on September 9, 2016 conversation regard ing the 
pension ceiling test issue 

a) the present value of its expected future accruals for service for the current number of active 
employees, less the present value of required employee contributions and minimum 
contributions the government is required to make regardless of any surplus; and 

b) the amount of the plan surplus that can be withdrawn in accordance with the existing plan 
and any applicable laws and regulations. 

If the adjusted benefit asset exceeds the expected future benefit, a valuation allowance is required. 

The funding valuation surplus is not an input to the calculations in either of these definitions. 
Taking into consideration the purpose of a funding valuation is useful in assessing why the accounting 
requirements do not require use of a funding valuation to determine the limit on a pension asset. The 
following excerpt from PS 3250 articulates the difference between an accounting valuation and a 
funding valuation: 

.008 Determining whether a retirement benefit plan should be funded and the amount to be funded each 
period is a financial management matter. The funding objective is to determine an acceptable policy for 
financing the estimated ultimate cost of a benefit plan. An actuarial valuation for funding purposes is 
performed to calculate the contributions required to secure the benefits promised . 

.009 The accounting objective is to measure and report the obligation for employee retirement benefits 
and to attribute the costs of those benefits to the periods in which the related services are rendered. To meet 
that objective, a method is needed to determine the amount of the obligation for retirement benefits 
outstanding, which represents the liability at the financial statement date, and the value of the benefits 
employees earned during the period, which represents the expense of that period. Accordingly, it is 
necessary to develop accounting estimates of liabilities for retirement benefits and expenses using an 
actuarial cost method and actuarial assumptions that ensure essential information required for fair 
presentation of financial condition and results of operations can be reported in government financial 
statements . 

. 01 O Because the objectives of determining the most appropriate funding policy are not 
necessarily the same as those of determining the most appropriate accounting method, the liability 
for accounting purposes may not be the same as the amount due but not yet funded at the financial 
statement date according to the funding plan In addition, the retirement benefit expense of the period for 
accounting purposes may not be the same as the contribution computed in the penod for funding purposes. 

While the funding analysis is informative, the surplus determined on the funding valuation basis is not 
prepared on the same basis or for the same purpose as accounting information and it is not part of the 
determination of whether a valuation allowance aga inst a pension asset is required . 

It is also important to note that the definit ion of expected future benefit is the summation of: 

a) the present value of its expected future accrua ls for service for the current number of act've 
employees, less the present value of required employee contributions and minimum 
contributions the government is required to make regardless of any surplus; and 

b) the amount of the plan surplus that can be withdrawn in accordance with the existing plan 
and any applicable laws and regulations. 

Based on the calculations completed fo r both OTTP and OPSEU (a) alone is i excess of he adj us ed 
benefit obligation. Therefore even if b) is NIL, there is no valuation allowance required, and the 
outcome of a determination of whether the surplus can be withdrawn wi ll not change the outcome of 
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Additional commentary and analysis for AG based on September 9, 2016 conversation regarding the 
pension ceiling test issue 

the analysis for either plan. In other words, the guidance in paragraph .59, which relates solely to the 
withdrawal of surplus from the plan has no impact on the analysis completed for the 2015-16 Public 
Accounts. 

In summary, the surplus determined in the funding valuation is not an input to the determination of 
whether a valuation allowance is required. In addition, based on the calculations prepared for the 
current year, whether the Province does or does not have the ability to withdraw the surplus in either 

plan has no impact on the outcome of the determination of whether a valuation allowance is required. 
In both cases, if the amount in (b) in the definition of expected future benefit, related to component of 
the withdrawal of surplus from the plan is set to Nil, there is no valuation allowance required for either 
plan. 

2. We agree with your suggestion and a legal opinion is being prepared. We have included a document 
that provides a history of how surpluses in the plan have been used over the last 26 years (back to 
1990) which we believe is very important to consider in assessing the ability of the Province to 
access the benefit of the pension asset. 

3. The stand-alone financial statements of OTTP are not relevant to the province's accounting. They 
are not prepared for the province, are not used for the funding valuation and as discussed, the 
method used by OTTP to value its pension obligation in its stand-alone financial statements is an 
outlier among the pension plans sponsored by provinces across Canada, as shown in the analysis 
previously provided to you on September 8 

OTTP could have chosen to value its benefit obligation on the same basis as the Province did (i.e. 
using a discount rate of the expected future return on assets). If it had done that, the obligation in 
the financial statements of OTTP would have been valued at approximately $116.4 Billion 
(Province's valuation) vs. 173.2 Billion ( Dec 31 2015 OTTP financial statements). That difference of 
$56.8 Billion would have resulted in a surplus reported in the December 31, 2015 financial 
statements of OTTP of $55 Billion (reported deficit of $1.8 billion for 2015 financial statements less 
reduction in pension obligation of $56.8 Billion). Taking 50% of that surplus, or $27.5 Billion is far 
in excess of the pension asset reported on the financial statements of the Province ($10.1 Billion.) 

The difference between those results (deficit of $1.8 Billion and surplus of $55 Billion) is simply a 
choice in accounting policy under Section IV, Section 4600 of the CPA Canada Handbook. If OTTP had 
chosen to use the projected benefit obligation of the Province and had reported a surplus in the 
plan of $55 Billion, that would not have impacted the Province's accounting. In other words, the 
Province could not have recorded a pension asset of $27.5 Billion simply because of the policy OTIP 
had chosen to follow in its standalone financial statements. likewise, because OTTP selected 
another method to calculate the projected benefit obligation in its standalone financial statements 
{e.g. a discount rate based on the corporate bond yield), that does not impact the Province's 
accounting. 

The calculation<; u<;ed by OTTP in its fina ncial statemPnt<; are not used in the preparation of the 
Province's fi nancial statements. A separate set of instructions in provided to the actuary that 
prepares the calculations for purposes of the Province's reporting. 

41 >, gt> - s~rtl"'li'b .. r l L 1c l6 

. ~. 



• 

Additional commentary and analysis for AG based on September 9, 2016 conversation regard ing the 
pension ceiling test issue 

In summary, the OTTP stand-alone financial statements are not relevant to the Province's 
accounting. If the OTTP had used a valuation method similar to that of the Province, like the vast 
majority of other provincial plans do, the Province would not have recorded a larger asset. Likewise, 
the Province does not reduce its asset because of the stand-alone financial statements of OTTP. 

The Province's financial statements are prepared using the Province's assumptions and guidance 
found under the PS 3250. The financial statements are not to be prepared or influenced by Section 
4600 calculations. In fact, the only link that exists between the two standards is in the other 
direction, which is the OTPP Board in preparing the OTPP financial statements may elect a policy to 
use the Province's accounting instead of asking for the preparation of a different set of actuarial 
valuation results. This choice was included by thE! Canadian Accounting Standards Board in the 
Section 4600 to allow pension plan administrator (such as OTPP Board) to make use of available 
information instead of asking for the preparation of another actuarial valuation . The objective was 
to allow a more efficient approach and avoid fees to be charged to the pension fund which reduces 
assets available in a plan to pay for benefits . 

4. We don't believe there is an error to re-profile bv year as the pension assets as currently reported 
on the Province's financial statements is measured in accordance with PSAS . 

S. We will review the draft disclosure and provide additional clarity with respect to how the Province 
can benefit from the pension asset. As previously noted, we have included a document from OTTP 
that provides a history of the use of surpluses in the plan back to 1990. If you have any specific 
suggestions regarding the disclosure, please provide those to us. 
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TEACHERSr 
PENSION PLAN 

ONTARIO 

Plan Funding 

Key Funding Decisions Since 1990 I 

The Ontario Teachers' Federation (OTF) and the Ontario government, which jointly 
sponsor the Ontario Teachers' Pension Plan, must file a funding valuation with the 
provincial pension regulator at least every three years. A valuation must be filed with 
assets and liabilities (the cost of future pe sions) i balance. 

OTF and the Ontario government can file a valuation earlier than required to help 
manage the plan's funding status. 

The following chart shows how OTF and the Ontario government have used surplus 
funds or resolved funding shortfalls for each valuation filed with the regulator since 
the inception of the Teachers' pension plan as an independent entity in 1990. 

For more information on plan funding, visit the Corporate section of our website at 
www .otpp.com. 
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TEACHERS" 
PENSION PLAN 

Funding decisions 

• Valuat1011 status and key decisio ns 

A preliminary unfunded liability of $7.8 billion to be amortized over 40 yea rs 
1990 by special payments from the Ontario government; basic contribution rate 

increased to 8% from 7%. 

A preliminary $1.5 billion surplus was distributed: $1.2 billion used to reduce 
1993 government's special payments; $0.3 billion used to offset government cost 

reductions in the education sector (social contract days). 

A preliminary $0. 7 billion surplus was distributed: $0.6 billion used to reduce 
1996 early retirement penalty to 2.5% from 5% for each point short of 

90 factor and lower the CPP reduction after age 65 (to 0.68% from 0.7%). 

A preli minary $6.8 billion surplus was distributed: $2.2 billion to pay for the 
85 fac tor window from 1998 to 2002 and further lower the CPP reduction to 
0.6%; $4.6 bil lion to reduce th e value of special payments owed by the 

1998 Onta ri o gove rnment. OTF and the Ontario government agree future su rplus 
would be used to eliminate the government's remaining special payments, 
and the next $6.2 billion surplus would be available to OTF for benefit 
improvements. 



Plan Funding History 

TEACHERS' 
PENSION PLAN 

. , ... 
Funding Valua tion Histo ry 

• Valuation status and key decisions 

A preliminary $3.5 billion surplus was distributed to eliminate government's 
1999 

remaini ng special payments. 

2000 $4.5 billion surplus; no changes to benefits or co t bution levels. 

2001 

A preliminary $6.8 billion surplus was distributed: $6.2 bil lio n to pay for 
benefit im provements, incl uding a permanent 85 factor; 10-year pension 
guarantee; reduced pension as early as age 50; lower CPP reduction (to 
0.45%); 5-year average Year's Maximu m Pensionable Earnings (YMPE) to 
calculate CPP reduction; pension recalculation based on approximate 
best-5 sa lary years for older pensio ers; and top-up waived for Long-Term 
Income Protection (LTIP) contribut ions. The remaining $76 million was 
set aside in a conrngency eserve to be used by OTF at a later date. 

2002 $1.9 billion surplus; no changes to benefits or contribution levels. 

,, •• 

2003 
$1.5 bi llion surplus; no changes to benefits or contribution levels. Funding • 
Management Policy adopted by plan sponsors. 

2005 

2008 

2009 

2011 

A preli mi nary $6.1 billion shortfall was resolved, leaving plan with a $0.1 
bi llion su rplus. Shortfall resolved with special contribution rate increases, 
tota lling 3.1 % of base ea rnings by 2009 fur t eache rs, the Ontano 
government and other employers. OTF used the $76 million contingency 
reserve set aside in 2001 to reduce contri bution rate increases for members 
in 2008. 

A preli mina ry $12.7 bi llion shortfall was resolved with the introduction 
of conditional inflation protection for pension benefits earned after 2009 
and an increase in the basic contribu tion rate fo r members and the 
government to 9% from 8%. Em ployers agree to make special payments 
equal to any ann ual pension increases retirees forgo to a maximu m o 50% 
missed inflation. 

A preliminary $2.5 billion shortfall was resolved pri marily by assuming a 
slightly higher long-term rate of return on investments: yield on real-return 
bonds plus 1.5%, versus real-return bonds plus 1.4%. Other minor changes 
made to assumptions to reflect recent plan experience. 

A preliminary $17 .2 billion shortfall was resolved with a 1.1 % contribution 
rate increase (phased in over three years), slightly smaller annual 
cost-of-living increases for teachers who retired after 2009, and recognition 
of current contribution rate as the permanent base rate. 
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Plan Funding History 

• 

• 
TEACHERS,. 
PENSION PLAN 

• 
2012 

2014 

Funding Valuation History 

Valuation status and key decisions 

$9.6 billion preliminary shortfall adj usted to reflect changes in mortality 
assumptions and impact of two-yea r freeze on teachers' sa laries. 2012 
shortfall resolved by making inflation protection fo r pension credit earned 
after 2013 fully conditional on plan's funded status and providing slightly 
smaller pension increases, beginning in 2014, for members who retired after 
2009. These c a ges e a bled the plan to assume a slightly higher discount 
rate. The changes left the pla n with a $200 million su rplus at 
Jan. 1, 2012. 

$5.1 billion preliminary funding su rplus used to boost pensions of members 
who retired after 2009 to the level they would have been at if full inflation 
protection had been provided each yea r since they retired. The surplus funds 
were also used to raise conditional inflation protection to 60% of the 
increase in the cost of living for the portion of retirees' pensions ea rn ed 
after 2009. Both changes are effective with January 201 5 pension payments. 

$6.8 billion preliminary fund ·ng su rplus used to boost pensions of members 
who retired after 2009 to the level they would have been at if full inflation 
protection had been provided each yea r si nce they retired. The surplus funds 
were also used to raise conditional infla ti on protection fo r pension credit 

2015 earned after 2009 to 70% from 60% of the increase in the cost of living. 

Both changes go into effect in January 2016. In addition, some surplus funds 
were reserved to help facilitate stability in contribution and benefit levels 
should a futu re funding va lua tion show a decline in assets or increase in 
pension costs . 
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OPSEU Pension Plan - PSAB Calculations 
Split of 1994-95 Closing Liability Between PSPP and OPSEU Pension 

1994-95 closing pension liability 

Accrued benefit obligation, closing 
Less: pension fund assets, closing 

Pension liability 
Unamortized experience gain 

Pension liability - Dec. 31 
Adjustment for different year ends 

1994-95 closing pension liability 

Annual amortization of experience gain (loss} 

annual amortization related to 1991 experience gain (loss) 
annual amortization related to 1992 experience gain (loss) 
annual amortization related to 1993 experience gain (loss) 
annual amortization related to 1994 experience gain (loss) 

Unamortized experience g~ain 

accumulated experience gain 
less cumulative amortization 
less: cumulative recognition of unamortized for plan amendments 
cumulative impact of plan amendment on amortization 

Unamortized experience gain 

Source 

actuary 
actuary 
formula 
below 

proration based on obligation 
formula 

proration based on obligation 
proration based on obligation 
proration based on obligation 
proration based on obligation 
formula 

proration based on obligation 
proration based on obligation 
proration based on obligation 
proration based on obligation 
formula 

Revised annual amortization of exeerience gain {loss} after 1993 and 1994 plan amendments 

annual amortization related to 1991 experience gain (!oss) proration based on obligation 
annual amortization related to 1992 experience gain (loss) proration based on obligation 
annual amortization related to 1993 experience gain (loss} proration based on obligation 
annual amortization related to 1994 experience gain (loss) proration based on obligation 

formula 

lmeact on 1993 and 1994 amendments on amortization 

recognition of 1991 unamortized experience gain in 1993 proration based on obligation 
recognition of 1991 unamortized experience gain 111 1994 proration based on obligation 

New 
PSPP 

9,631 
{8,434) 

1, 197 
430 

1,627 
99 

1,726 

51 
(109) 

99 
26 
67 

864 
(102) 
(387) 

55 
430 

14 
(109) 

99 
26 
30 

(17) 
121 ) 

f.· cb\eras\0102-pub.act1pension\doc_6_Copy of OPSEU 2016 Calculations 2016-17 PA .Jprlated for contributi. .. 

OPS EU 

4,634 
(4,500) 

134 
207 
341 

48 
389 

25 
(52) 
47 
12 
32 

416 
(49) 

(186) 
26 

207 

6 
(52) 
47 
12 
13 

(8) 
(10) 

split 

Total 

14,265 
(12,934) 

1,331 
637 

1,968 
147 

2,115 

76 
(161 ) 
146 
38 
99 

1 280 
(151) 
(573} 

8 
637 

20 
(1 61) 
146 
38 
43 

(25) 
(31 

Source of Total 
"PSPP calculation" file 

"year end" 

'experience g(I) 
' experience g(I) 
"experience g(ll 
' experience g(I) 

(0) "experience g(I)" 
"experience g(I)" 
"experience g(I)" 
'experience g(I)" 

amendment" 
amendment" 
amendment" 
amendment• 

"experience g(I) 
experience g( l1 

09/14/2016 



OPSEU Pension Plan - PSAB Calculations 
Pension Expenditure· Pension Interest Expenditure (Revenue) 

Calendar Year Source 

Step 1: Interest on average accrued benefit obligation 
accrued benefit obligation, opening 
add: average current period benefit cost 
add: average transfers from other plans 
add: average increase due to plan amendments 
less: average benefit payments (including transfers) 

Average accrued benefit obligation 
interest assumption 

Interest expenditure on accrued benefit obligation 

Step 2: Earnings on average pension fund assets 
pension fund asset, opening 
one-time audit adjustment 
add: average contributions 
less: average benefit payments (including transfers) 

Average pension fund assets 
interest assumption 

Interest revenue on pension fund assets 

Step 1 - Interest on accrued benefit obligation 
Less. Step 2 - Interest on pension fund assets 

Pension Interest Expenditure (Revenue) 

data input 
data input + formula 
data input + formula 
data input + formula 
data input + formula 
formula 

data input 
formula 

data input 

data input + formula 
data input + formula 
formula 

data input 
formula 

above 
above 

formula 

doc_6 _ __Qopy of OPSEU 2016 Calculations 2016-17 PA (updated for contribut1. 

2009 2010 2011 

11,548 12,229 12,842 
197 208 211 

17 6 5 

~359) (311 ) (332~ 
11,403 12, 132 12.726 
6.750% 6.750% 6.750% 

770 819 859 

2012 2013 

13,420 14,133 
215 214 

4 12 

~373~ ~442~ 
13,266 13,917 
6.750% 6.750% 

895 939 

Interim 

2014-2015 2015-2016 

2014 2015 

14,392 15, 133 
214 207 

7 8 

~399) (449} 
14,214 14,900 
6.750% 6.500% 

959 968 

13,414 13,541 13,759 13,940 14,208 15,210 16,370 
n/a n/a n/a n/a n/a n/a n/a 
196 219 245 266 270 265 261 

~--@111__~@32) (373} (442J (399) ~~]} 
13,251 13,449 13,672 13,833 14,036 15,076 1'6, 183 
6.750% 6.750% 6.750% 6.750% 6.750% 6.750% 6.500% 

894 908 923 934 947 1,018 tf!52 

770 819 859 895 939 959 968 
{?_~41_ (908)_ (923) _(934) _ {947) (1,018) (1,052) 

(125) (89) (64) (38) (8) (58) (83) 

lnteres 09/14/2016 2:31 PM 
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OPSEU Pension Plan - Data Input 

Calendar Year 

Best Estimate Economic Assumptions 
return on investment (to 2000) 
return on investment (2001 +) 
salary escalation 
inflation 

Obligation for Pension Benefits 
accrued benefit obligation, closing 
interest accrued on benefits 
current period benefit cost (earned by employees) 
transfers from other plans 
increase due to plan amendments expensed 
increase due to plan amendments amortized 
benefit payments (including transfers) 
experience loss (gain) 
increase (decrease) due to change in assumptions 

Net increase (decrease) 
check (ending - opening - change) 

Pension Fund Assets 
net assets available for benefits, closing 
actuarial smoothing adjustment 

Pension fund assets, closing 

Contributions - calendar year 
employee contributions 
transfers from other plans 
ontario matching contributions 
ontario special payments 

Total contributions 

Expected average remaining service life of employees 

Contributions - ontario's fiscal year 
ontario matching contributions 
ontario special payments 

Total contributions 

2008 2009 2010 2011 

6.750% 6.750% 6.750% 6.750% 
6.750% 6.750% 6.750% 6.750% 
3.500% 3.500% 3.500% 3.500% 
2.500% 2.500% 2.500% 2.500% 

11 ,548 12,229 12,842 13,420 
746 794 831 869 
380 394 415 422 
75 33 12 10 

(590) (7181 (6221 (664) 
(236) (157) 

(19) 178 213 98 
592 681 613 578 

10,987 12,005 13,095 13,5M 
2,427 1,5~-~ 664 356 

13,414 13,541 13,759 13,940 

167 169 207 233 
75 33 12 10 

187 189 219 247 

429 391 438 490 

2012 2013 

6.750% 6.750% 
6.750% 6.750% 
3.500% 3.500% 
2.500% 2.500% 

14,133 14,392 
917 929 
429 427 

8 24 

(745) (884) 
20 (223) 
84 (14) 

713 259 

14,550 
342 

14,208 

256 237 
8 24 

267 278 

531 539 

Interim 

2014-2015 2015-2016 

2014 2015 

6.750% 6.500% 
6.750% 6.500% 
3.250% 3.000% 
2.250% 2.000% 

15,133 15,557 
960 969 
428 414 

14 16 

(798) (897) 
(78) (202) 
215 jg±_ 
741 424 

248 241 
14 16 

268 265 

530 522 

I 121 12.0 I 12.0 I 11.3 ! 11.3 ! 12.3 ! 12.1 I 12.2 1 

2008-09 2009-10 2010-11 2011-12 2012-13 2012-13 2014-20152015-2016 

1 

157
1 

157
1 

184 I 212
1 

231 I 219 I 218 I 214 I 

157.4024 157.18020 183.5678 211.516 230.698 218.657 218.379 2 13.900 

doc_6__,Gq_py of OPSEU 2016 Calculations 2016-17 PA (updated for contributi ... Data Input 09/14/2016 2:31 PM 
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OPSEU Pension Plan - PSAB Calculations 
Pension Expenditure· Amortization ol Experience Gain (loss) 

Pension liability - Unamortized Experience Gain (Loss) 

Calendar Year 

Step 1: Experience gain (loss) on accrued bcnclil obilgalion 
accn,ed benetn obligation, opening 
acid: cuorenl pe,iod benelrt cost 
add: llansfeos lrom olheo pk1ns 
add: increase due lo plan amendments 
add: inte1esl expenditure on accrued benelrt obligation 
less: benefit payments (includmg llansfe,s) 

Expected closing acc1t1ed benefit obligation 
Actual closing accrued benefit obligallon 

Experience gain (loss) on accrued benefit obligation 

Step 2: Experience gain (loss) on pension fund assets 
pension fund asset, opening 
one-lime audit adjuslmenls 
add: conlribulions 
add: interest 1evenue on pension fund asset 
less: benefit payments (o,cluclN1g llansle,s) 

Expected closing pension fund assets 
Actual closing pensk>n lund assets 

Experience gain (loss) on pension fund assets 

S\ep 3: Experience gain (loss} 

Source 

data u1pul 
dala11pul 
dala•1pul 
dala input 
·in1eresl" sheel 
data input 
fo,mu/a 
data input 
IC11m11/a 

data inpul 

data 1npul 
"1nte1est" sheet 
data 11,pul 
formula 

da1a input 
formula 

Slep 1 - Experience gain (loss) on acc,ued beneht obligahon above 
Step 2 · Experience gain (loss) on pension lund asse1s above 

Experience gain (loss) /(O(lnula 
expected average ,em,ming seovoce Ide ol employees (E AASL) data onpul 

Amortization of experience gain (loss) /0111wl,1 

~4:__"4ccumu/.,/~ uperiHJC.e g;,in (/OSE_ h,rmuJa 

Step 5: Annual amortization schedule before ottsel of cost of olan amendments 
onnual amor1iza1ion ,elated lo 1991 expenence gaon (loss) above 
annual amor1izalicon related 1o 1992 expenence ga,n (loss) above 
annual amor1izalion related 10 1993 expenence gaon (loss) above 
annual amor1izalion ,el•led 1o 1994 expenence ga,n (loss) above 
annual amortization ,elated to 1995 e,cpenence garn !_loss) above 
annual amortization rt,la1ed lo 1996 e,penence gain (loss) above 
annual amor1izatoon ,elaled lo 1997 expenence gaon (loss) above 
annual amor1izahon ,.,lated lo 1998 e,penence gain (loss) above 
annual amort1zat,an rela1ed 1o 1999 expenence gain (loss) above 
annual amor1,zalK>n oelafed 10 2000 expenence gain (loss) above 
annual amor1izaloon rela1ed 1o 2001 expenence gaon (loss) above 
annual amor1izatt0n related to 2002 e>cpenence gain (loss) above 
annual amortizal10n 19lated lo 2003 eKpenence gam (loss) above 
annual amortozaloon ,elated lo 2004 e,penence gaon (loss) above 
annual amor1izahon oelaled lo 2005 expenence ga,n (loss) above 
aMual amortizalion oela1ed lo 2006 experience gain (loss) above 
annual amor1izalion ,elated lo 2007 experience gain (loss) above 
annual amortization rela1ed lo 2008 expeoience gain (loss) above 
aMual amor1izalion related lo 2009 experience gain (loss) above 
annual amortization related 1o 2010 experience gain (loss) above 
annual amortization related to 2011 e.xperience gain (loss) above 
annual amomzation relaled to 2012 experience gain (loss) above 
annual amortization rebled lo 2013 experience gain (loss) above 
annual amof1izalion rebled lo 2014 experience gain (loss) above 
annual amot1izaliDn related to 2015 experience • • (loss) above 
annual amortizalion related lo 2016 exporience gain (loss) above 
annual amottizalion rela1ed 10 20'17 experience gain (loss) above 
annual amonizalion related to 2018 experience gain (loss) above 
annual amortization related ID 2011l exporience gain (loss) above 
annual amortization related to 2020,experience gain (loss) above 

Annua/amortlut/on °of experience gain (lossj formu/.J 

tnt,rim 
2014-2015 2016-2016 

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

~ 5,683 
337 296 

5,659 
299 

6,262 
314 

6,617 
235 

6,837 
25U 

7,660 
~'60 

7,6G7 
~60 

R,456 
265 

6.flll7 
274 

9,407 
J29 

326 32 344 294 25 86 

9,876 10,359 10,956 
328 352 3RO 

13 16 75 

11,548 
394 
33 

12,229 
415 

12 

12,642 
422 

10 

13,420 
429 

8 

14.133 14,392 
427 428 

24 14 

15,133 
41 4 

16 

389 455 419 435 476 455 512 532 565 592 631 6GO 69:i 735 770 819 659 695 939 959 96ll 
(90) (143) (294) (270) 1348) (452) (428) (517) (<176) (493) (524) (529) (542) (590) (718) (622) (664) (745) (884) (798) (697) 

5,596 6,291 6,083 6, 773 7,526 7,099 8,013 8,436 8,835 9,260 9,931 10,348 10,878 11,556 12,027 12,853 13,469 14,007 14,639 14,995 15,684 
5683 5,659 6.262 6,817 6,837 7,660 7,667 8.456 8.887 9.407 9,876 10.359 10,956 11.548 12.229 12 642 13,420 14,133 14,392 15.133 15_557 

(87) 632 (179) (44/ 689 (5611 146 (20/ {52} (147/ 55 (111 (78) 8 (202} 11 49 {126/ 247 (138/ .. -- 77 

~ 5,480 6,176 G,965 7.705 8,643 9,296 9,716 9,516 9,715 9,968 10,631 11,798 13,032 1,1 414 13,541 13759 13,940 14,208 15,210 
n/a n/a nla nfa nla nla n/n n/a nla nla nla nla nla nla n/a nla n/a n/a n/a n/a 
218 171 294 3to 335 247 330 195 242 276 323 335 357 429 .m1 438 490 531 539 530 
361 434 457 482 531 576 624 645 6:14 648 666 711 790 874 894 908 923 934 947 1,018 
(90) 1143) (294) (270) (348) j452) (428) (517) j476) (493) (524) (529) (5421 (590) (718) (622) (664) (745) (884) (798). 

4,989 5,942 6,633 7,487 8,223 9,014 9,822 10,039 9,916 10, 146 10,433 11, 148 12,403 13, 745 13,981 14,265 14,508 14,660 14,810 15,960 
5,480 6,176 6.965 _7.705 _8,§4~ l).~96 9,716 9.516 9.715 _9.966 __J0.631 11,798 13.032 _____1_:!.<1__1_1_ _ __ 13~541_ ~9 13,940 14_g08 ~210 16.370 

491 234 332 218 420 -~--- 282 -~ {106) _ ~201/ (178) 198 650 629 (331) (440) (506) (568/ (452) 400 410 

(87) 
491 
404 

13 
31 

404 

§! 7 
2 

31 

632 
234 
866 

13 
67 

1,270 

6 
(52) 
47 
12 
31 
67 

(179) 
332 
153 

13 
12 

1,423 

7 
(52) 
47 
12 
31 
67 
12 

(4•1) 
216 
174 

13 
13 

1,597 

7 
(52) 
47 
12 
31 
67 
12 
13 

689 
420 

1,109 
13 

85 

2,706 

7 
(52) 
47 
12 
31 
67 
12 
13 
85 

1'16 (20) (52) (147) 55 (11) (78) 8 (202) 11 49 (126) 
_(_106J (523) (2011 (178) 198 650 629 (331) (440) (506) (5681 (4521 

40 (543) (254) (325) 253 639 551 (323) (643) (495) (519) (577) 
12 12 12 12.1 12.1 12.1 12 12 12 113 I_L3 

21 53 46 (27} /54. 

2,426 2,466 1,923 1,669 1,344 1,598 2,237 2,788 2,465 1,822 l,327 808 231 

7 
(52) 
47 
12 
31 
67 
12 
13 
85 

(23) 

7 
(52) 
47 
12 
31 
67 
12 
13 
85 

(23) 
3 

7 
(52) 
47 
12 
31 
67 
12 
13 
65 
(23) 

3 
(45) 

7 
(52) 
47 
12 
31 
67 
12 
13 
65 

(23) 
3 

(45) 
(21) 

(52) 
47 
12 
31 
66 
12 
13 
65 

(23) 
3 

(45) 
(21) 
(27) 

47 
12 
31 
66 
12 
13 
85 

(23) 
3 

(45) 
(21) 
(27) 

12 
31 
66 
12 
14 
85 

(23) 
3 

(45) 
(21) 
(27) 
21 

32 
66 
11 
14 
85 

(23) 
3 

(45) 
(21) 
(27) 
21 
53 

66 
11 
14 
86 

(23) 
3 

(45) 
(21) 
(27) 
21 
53 
46 

11 
14 

86 
(24) 

4 
(45) 
(21 
(27) 
21 
53 
46 

(27) 

14 
86 

(24) 
4 

(45 
(21) 
(27) 
21 
53 
46 

(27) 
(54) 

86 
,24) 

4 
46) 
21 

(27) 
21 
53 
46 

(27) 
(54) 
(41) 

4 
(46) 
(21) 
(27) 
21 
53 
46 

(27) 
(54) 
(41) 
(46) 

247 
400 
647 
123 
53 

878 

(46) 
(22) 
(27) 
21 
53 
46 

(27) 
(54) 
(41) 
(46) 
(51) 

(138) 
410 
273 
12.1 
23 

1151 

16,370 

44 111 124 137 222 199 202 157 136 101 153 128 169 184 91 26 (30)_ (138} (194} (95)_ _ (S1}i 

Step 6: Recognition of unamortized experience gain to offset cost of plan amendr 326 32 344 294 25 

doc_6 __ cc, f-'SEU 2016 Galculatj,)ns 2016·17 PA (updaled for conlnbuli .. e,pe11ence g(Q 09/14/2016 2:31 PM 
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OPSEU Pension Plan - PSAB Calculations 
Pension Expenditure - Amortization of Experience Gam (Loss) 

Pension Llabilily • Unamortized Experience Gain (Loss , 

Calendar Year Source 1995 1996 1997 1998 999 2000 2001 2002 2003 2004 2005 2006 2007 2008 

St~g 7· lmgact of §tee 6 oo annygl amorti~atlo!] scbMfyle 
recognition of 1991 unamortized experience gail in 1995 '"amendmenr shee (6) (6) (7) (7) (7) (7) (7) (7) (7) 
1ecognilJ011 of 1993 unamortized expenence gar, in 1995 "amendment"' shee (24) (24) (24) (24) (24) (24) (24) (24) (24) 124) (25) 
recognition of 1993 unamortized e,penence gar> m 1998 •amendment" sheet (4) (4) (4) (4) (4) (4 ) (4) (4) 
recognition of 1993 unamortized expenence gar, in 1999 "amendment" sheet (1 9) (1 9) (19) (19) (19) (19) (18) 
recogniloon of 1994 unamortized experience gail il 1999 •amendment" sheet (1 2) (12) (12) (12) (12) (12) (12) (12) 
recognrtion o4 1995 unamortized expenence ga1> ,n 1999 •amendment" sheet (13) (13) (13) (13) (13) (13) (13) (13) (12) 
recogniloon of 1995 un3mor1izad expenence gar."' 2002 "amendment" sheet '18) (18) (18) (18) (18) (20) 
recognotoon of 1996 unamortized expenence 9"" a, 2002 amendment• sheet (26) (27) (26) (26) (26) (26) (27) 
recogndoon of 1996 unamortized expenence gar," 2003 amendment sheet (5) (4) (4) (4) (4) (4) 

Total Impact of Step 6 on ann!J8/ amortization schedule formula ~/J) _ _ _ 0 30} (3 1) (35) (79) (79) (f'J) (123) (1291 (120) (120, 

Step 8: Total amortization of experience gain (loss\ 
Slep 5 amortizatoo befo a oflaet to cosl of plan amenc*nents aoove 
Slep 7 mpacl of plan amenctnent on amortlZallon abolle 

Total amortization of experience gain (loss) of the year 

Step 9: Pension liability • Unamortized experience gain llossl 
Step 4 accumulaled expenence gail (bss) 
Less cumulal 11<e amorttzatoo before offset to coS1 o1 plan amendments 
Less cumulativ~ recognlbn of unamortized for plan amendmenls 
Less cumula1ive rn"4)3CI ol plan amendment on amortizatron 

Unamortized experience gain - closing balance 

Check 
Unamotlized ()penning Balance 
Cunenl Year Amort,zatlkln 
Cuuenl Year Expenence ga11 loss) 
Recognrloon of Expenenco Gans on Plan Amendments 

doc_G_Copy of OPSEU 2016 Calculatoons 2016 17 PA (updated for contnbulr 

44 111 .1• 131 222 199 202 , 57 136 01 SJ 1::0 169 84 
(30) 130) 'J' (351 (79 ___]Jj__~ . ~ __:g:l,: _ __1129) ,120 120 73) (62) [31) 

14 81 93 102 143 120 123 34 7 (19) 33 55 107 153 

821 1,687 1,840 2,01 4 3,123 2,845 2,885 2,342 2,088 1,763 2,017 2,656 3,207 2,884 
(93) (204) (328) (465) (687) (886) (1,088) (1,245) (1,381 ) (1,482) (1,635) (1,753) (1,932) (21 16) 

(51 2) (51 2) (5 12) (544) (688) (688) (688) (1,182) (1,207) (1,207) (1,207) (1,207) (1,207) (1,207) 
56 86 117 152 23 1 310 389 512 641 

272 1.057 1,117 1,157 1,779 1,381 1,298 427 141 

200 272 1,057 1,117 1,157 1,779 1,381 1,298 427 141 (165) 56 640 1084' 
(14) (81 ) (93) (102) (143) (120) (123) (34) (7) 19 (33) (55) (107) (1 53) 
404 866 153 174 1,109 (279) 40 (543) (254) (325) 253 639 551 (323) 
326 32 (344 (294 25 
272 1,057 1.117 1,157 1.779 1 381 1.298 427 141 (165) SS 640 1.084 608 

e,penence g(I) 

2014-2015 2015-20tl 

2009 2010 2011 2012 2013 2014 2015 

J,· 138 194 

91 26 :30 138 194 

2,241 1,746 1,227 650 1,297 1,570 
(2,207) (2,233) (2,203) (2,065) (1,871) (1,776) 
(1,207) (1,207) (1, 207) (1,207) (1,207) (1,207) 

60i 1126) 1647) (1 lJGJ 11 5751 734) 
(91 ) (26) 30 138 194 95 51 

(643) (495) (519) (577) 647 273 411 

-'~' 2!lJ_ _ __J§_4I) 11, 1361 (!2lli (734) (366) 00 
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OPSEU Pension Plan - PSAB Calculations 
Pension Expenditure - Amortization of Initial Unfunded Liability 
Pension Liability - Unamortized Initial Unfunded Liability 

Fiscal Year Source 1994-95 1995-96 1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 

Closing pension liability "liability" sheet 389 
50% of closing pension liability formula 195 

EAR SL Input data 13 

Annual amortization formula 15 15 15 15 15 15 15 15 15 15 15 15 14 

Unamortized balance formula 179 164 149 134 119 104 89 74 59 44 29 14 

doc_6_Copy of OPSEU 2016 Calculations 2016-17 PA (updated for contributi. .. initial ufl 09/14/2016 2:32 PM 
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OPSEU Pension Plan - PSAB Calculations 
Pension Expenditure - Amortization of Difference Between Employer and Employee Contributions 

Ponsion Liabili!y - Unamortized Difforence Between Employer nnd Employee Contri butions 

Fiscal Year 

Step 1: Ontario's over I under) contribution - fiscal year 
Onto110 contribuhon • hscal year 
Less: employee contnbuhons • calendar year 

Onlarto over (under) conlrtb1111011 

Step 2: ,\_m_orliz_ation of difference in contributions_ 

Source 

Data input 
Data input 
formula 

50% ol Onlario's over (under) conlnbuhon formula 
expecled average remaining service hie ol employees (EARSLI Dala input 

Annual amo,t1zat1on of diffe,ence 111 cont,ilmt,ons fo,nwla 

Step 3: Annual amortization of difference in contributions 

amo1 hzahon ol 1995-96 difference 
amorhzahon of 1996-97 difference 
,111101hzahon ol 1997-98 dlllerence 
mnort1zal1on ol 1998-99 dllference 
,111101 hzat1on ol 1999-00 difference 
<1111ort1zat1on ol 2000·01 d11ference 
amorlrzahon of 2001 -02 d1llerence 
mnorhza11on ol 2002-03 d11ference 
11morhzat1on ol 2003·04 d1lle1ence 
ammhzat1on ol 2004-05 d1lle1ence 
amorhzahon ol 2005-06 difference 
arnort1zat1on of 2006·07 difference 
amurt1zal1on ol 2007 08 difference 
amo,11zat1on ol 2008·09 d11ference 
amort1zat1on of 2009· 10 dillerence 
urnort1zabon of 2010-11 difference 
amortization ol 201 . 12 difference 
.imorti~.ilion ol 2012·13 dilference 
amortization of 2013-14 difference 
amortizahoo of 2014- •5 difference 
,irnur~zalron c,f «015- • 6 dilfe1 ence 

Slep 2 
Slep 2 
Slep 2 
Slep 2 
Slep 2 
Slep 2 
Step 2 
Step 2 
Slep 2 
Slep 2 
Slep 2 
Step 2 
Step2 
Step2 
Step2 
Step2 
Step2 
Step2 
Step2 
Step2 
Step2 
Step2 
Step2 
Step2 
Step2 
Step_g 

1995·96 1996-97 

44 59 
147 123 

(103) (64) 

(52) (32) 
13 13 
14) (2 ) 

(4) (4) 
(3) 

1997-98 1998-99 

161 16/ 
135 137 
26 30 

I J 15 
13 13 

I t 

(4) (4) 
(3) (3) 

1 

1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 

162 155 247 119 118 135 
123 54 56 55 78 105 
39 101 191 64 40 30 

20 51 96 3? 20 15 
13 12 12 12 12 12 ., I 8 3 2 I 

(41 (4) (4) (4) (4, (4) 
(31 (3) (3) (2) (2) (2) 
1 1 1 1 1 1 

1 I 1 

2005-06 2006-07 2007·08 2008·09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015·16 

143 143 153 157 157 184 212 231 2 19 2 18 2 14 
146 152 170 167 169 207 233 256 237 248 241 

(3) (9) (1 7) (10) (12) (23) (21) (25) __ (1~ ___ {30) _ (?l) 

(1) (4) (8) (fi) (6) ( 12) (11) ( 13) (9) (15) (HJ 
12 1:> 12 12 12 1;> 11 11 1:.> 12 12 
(OJ (OJ ( I ) (OJ (OJ ( I ) (I/ ( I / (I) (I) (1) 

I 
(4) (4) (4) 
(2) (2) (2) (21 
1 1 1 

1 
(1) ,,, ( 1) (1) ( 1) 

(1) (1) (1) (l) (1) (1) (1) 1 (1) 
(1) (1) ( 1) (1) 

(1) (1) (1) (1) 
(2) (2) (2) (2) (1) 

(2) (21 (2) (1) 
(2) (2) (2) 

(1) (1) 
(1) 

Total annual amortization of difference in contributions (4} (7) (6) (4} (3) 1 9 13 15 15 16 15 15 18 18 15 13 5 (3) (5)~~ _Jfil 

Step 4: Unamortized difference in contributions 
cumutat111E- 50% over (under) cont11but1ons 
less. cumulat,ve amort1zat1on 

Unamortized difference in contributions closing balance 

doc. 6 Copl:.£1 OPSEU 2016 Ca 'culallons 2016·17 PA (upda!ed for contnbut 

(52) (84 ) 561 \361 15 110 14 

contnbut,ons 

162 IT 175 171 163 '58 152 140 93 79 
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Pension Liability - Adjustment for Dfferent Year Ends Between Pension Plan and Province 

Calendar Year 

Opening pension liability 
Pension expendilure 

Source 

"llabillty" sheet 
·expense" sheel 
Input data 

1995 

c:=filJ 
204 
(71) 

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 

475 540 414 269 (27) (257) (551) (633) (687) (726) 
113 33 28 (84) (36) (22) 58 110 132 203 
(47) (157) (171) (176) (176) (264) (124) (149) (151) (160) 
(1)~ (2) ~J36) (17) (tO) (16) (15) (20) (!ll 

2006 

(699) 
70 

(170) 

2007 

(799) 
(22) 

(171) 

2008 

(992) 
(79) 

(187) 

2009 

(1.258) 
9 

(189) 

2010 

(1.438) 
93 

(219) 

2011 

(1,564) 
155 

(247) 

2012 

(1,656) 
273 

(267) 

Interim 

2014-2015 2016-2016 
2013 2014 2015 

(1,650) 
376 

(278) 

(1,552) 
217 

(268) 

(1,603) 
141 

(265) Less: employer conllibullon 
Less: llansfers from other plans 
Ending pension liability 

Input dala 
formula 474 540~~~ ~14 269 (27) (257) (553) (633) (687) (726) (699) (799) (992) (1.258) (1.438) (1.564) (1.656) (1,65QL (1.552) (1,603) (1,727) 

checking vs. "liability" sheel (0) 2 2 0 

Fiscal Year Source 1995-96 1996-97 1997-98 1998-99 1999·00 2000-01 2001·02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 

Op,ming pension liability founula c=::]EJ 551 605 477 338 92 {100) (369) (427) (435) (438) (377) (451) (626} (862} (1,010) {1, 101) (1,157) (1.115) (958) (959) 
Pension expendiltne "expense" sheet 204 113 33 28 (84) (36) (22) 58 110 132 203 70 (22) (79) 9 93 155 273 376 217 141 
Less: employer contribulion Input data (vol. 1) (44) (59) (161) (167) (162) (155) (247) (119) (118) (135) (143) (143) (153) (157) (157) (184) (212) (231) (219) (218) (214) 
Adjuslrnent for opening balance difference 2 
El)(li11g pension liabi/i/y formula 551 605 477 338 92 (100) (369) (427) (435) (438/ (377) (451) (626) (862) (l.010) (1.101) (1.157) (1 .115) (958) (959/ (1.032l 

Dillerence - adjustrnenl required 77 65 63 69 119 157 184 206 252 288 322 349 366 396 428 463 499 535 594 644 695 

Cumulative tr anslers from olher plans (136) 
EARSL 12.10 

Annual amortization of cumulative transfers from other plans (11) (11) (11) (11) (11) (11) (11) (11) (11) (11) 

Unamortized balance (125) (114) (102) (91) (80) (69) (57) (46 (35) (24) 
Accumulated amortization (11) (22) (34) (45) (56) (67) (79) (90 (101) (112) 

Adjustment for different year ends 337 344 362 383 407 431 456 504 543 583 

doc 6 Co]lll.ot OPSEU 2016 Calculatrons 2016-17 PA (updated for conlributi ... year end 09/14/2016 2:32 PM 
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OPSEU Pension Plan - PSAB Calculations 
Pension Expenditure 

Interim 

2014-2015 
) 

2015-2016 

Fiscal Year Source 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 

50% Pension Expenditure Reflecing Accounting Policy for Joint Plans 

Current period benefit cost formula - 50% of below 190 197 208 211 215 214 214 207 
Amortization of experience gains formula - 50% of below (77) (46) (13) 15 69 97 48 26 
Pension interest expenditure formula - 50% of below (70) (62) (44) (32) (19) (4) (29) (42) 
Cost of plan amendment formula - 50% of below 

Less : recognition of unamortized experience gains formula - 50% of below 

Less: amortization of initial unfunded liability "initial ufl" sheet 

Less: amortization of cumulative transfers from other plans formula - 50% of below (6) (6) (6) (6) (6) (6) (6) (6) 
Amortization of difference in contributions "contributions" sheet 18 18 15 13 5 (3) (5) !5) 

Pension expenditure formula 56 102 159 201 264 298 222 180 

56,253,916 101 ,510,166 201.459.415 263,750,665 297 .863, 915 221,787,665.29 180, 182,665.29 

100% Pension Expenditure 

Current period benefit cost Data input 380 394 415 422 429 427 428 414 
Less: employee & other employers contributions Datamput (1 67) (169) (207) (233) 1256 (237) (248) (241) 
Amortization of experience gains "experience g(I)" sheet (1 53) (91) (26) 30 138 194 95 51 
Pension interest expenditure "Interest" sheet (1 39) (125) (89) (64) (38) (8) (58) (83) 
Cost of plan amendment Data input 

Recognition of unamortized experience gains "experience g(I)" sheet 
100% Pension expenditure before amortization of cumulative transfers formula (79) 9 93 155 273 376 217 141 

Less: amortization of cumulative transfers from other plans "year end" sheet -11 -11 -11 -11 -11 -11 -11 -11 
100% Pension expenditure formua (90) (2) 82 144 262 365 206 129 

doc_6_Copy of OPSEU 2016 Calculations 2016-17 PA updated for contribut, 09/1 4/2016 2:33 PM 



OPSEU Pension Plan - PSAB Calculations 
Pension Liability 

Fiscal Year Source 

50% Pension Liability Reflecing Accounting Policy for Joint Plans 

Accrued benefit obligation, closing balance 
Less: pension fund assets, closing balance 
Unamortized experience gains 
Adjustment for different year ends 
Unamortized initial unfunded liability 
Unamortized difference in contributions 

Pension liability (asset) at March 31 

Continuity 
Opening pension liability - March 31 
Pension expenditure 
Less: Employer contribution - fiscal year 
Closing pension liability - March 31 
checking 

100% Pension Liability 

Accrued benefit obligation, closing balance 
Less: pension fund assets, closing balance 

Pension liability (surplus) 
Unamortized experience gains 

Pension liability at December 31 
Adjustment for different year ends 

Pension liability at March 31 

formula - 50% of below 
formula - 50% of below 
formula - 50% of below 
formula - 50% of below 
"initial ufl" sheet 
"contributions" sheet 

formula 

above 
"expense" sheet 
Data Input 
formula 

Data input 
Data input 
formula 
"experience g(I)" sheet 
formula 
"year end' sheet 
formula 

doc_6_C~ y of OPSEU 2016 Calculations 201 6-17 PA (updated for contribuh. 

Interim 
2014-2015 2015-2016 

2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 
I 

2015-16 

5,774 6,115 6,421 6,710 7,067 7,196 7,567 7,779 
(6,707) (6,771) (6,879) (6,970) (7,104) (7,605) (8,185) (8,690) 

304 -63 -323 -568 -787 -367 -183 48 
181 191 203 216 228 252 271 291 

0 0 0 0 0 0 0 0 
-65 -41 -14 10 27 33 43 52 

(513) (568) (593) (603) (570) (490) (487) {521) 

(512,712,559) (568,382,590.42) (592,535,878.31) (602,592,907.55) (569,539,938.10) (490,333,003.19) (486,924,621.60) (520,641,611.30) 

(412) (513) (569) (593) (603) (570) (491) (487) 
56 102 159 201 264 298 222 180 

@) (157) ~ (212) (231) (219) __Jgjfil _______ ~ 
(51]_) ___ - - ~8) (§_~L_ _ 603) -· ___ {5.ZO} _____ (4J1)_ _ _ __ (48Z)_ (§gJ_, 

(0) (.0) (0) (0) (0' (OJ ·(O) 

11,548 12,229 12,842 13,420 14, 133 14,392 15, 133 15,557 
(13.414) ____ (1.3,541)_ ___ (13.~_ _(~.94QL__ ____{14,208)__ _(15,210) (16,370) {1])!191 

(1,866) (1,312) (917) (520) (75) (818) (1,237} (1 823) 
__ f3_Q8 J!gfil_ (§_ffi__ __(1,13§L___ _Jl,_575)___ _(734) (366) __ 9_6_ 
(1,258) (1 ,438) {1,564) {1,656) {1,650) {1,552) (1,603) (1,727) 

362 383 407 431 456 504 543 583 
(896) (1,055) (1,157) (1,224) (1,194) (1,048) (1 ,060) (1,145) 
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Petsche, Nadine (TBS) 

om: 
ent: 

To: 
Cc: 
Subject: 
Attachments: 

Good morning Bonnie. 

Petsche, Nadine (TBS) 
September 12, 2016 11:51 AM 
Bonnie.Lysyk@auditor.on.ca 
Bill Pelow (Bill.Pelow@auditor.on.ca); Veinot, Cindy (TBS); Danek, Mary (TBS) 

OTPP Surplus Opinion Sept 12 2016.docx 
OTPP Surplus Opinion Sept 12 2016.docx 

Further to our discussions last week, and your discussion with Deputy Orencsak on Friday, we have 
sought legal advice with regards to the Province's legal entitlements to benefit from the government 
portion of the surplus recognized on the Province's books. 

Attached is a draft document for your review. In addition, we would like to suggest a call this 
afternoon to discuss the content of the letter and receive your feedback. We would plan to invite 
representatives from the Ministry of Education to contribute additional insights and background with 
regards to the history and plans w.r.t. the surplus. 

Please advise as to what time would work best for you to discuss this item this afternoon. 

Regards, 
adine 



Ministry of the 
Attorney General 

Legal Services Branch 
Treasury Board Secretariat 

Ferguson Block 
77 Wellesley Street West, 9•h Floor 
Toronto ON M7 A 1 N3 

Tel. : 416 327-7012 
Fax.: 416 325-9404 

Solicitor-Client Privileged 

September 11, 2016 

Ministere du 
Procureur general 

Direction des services jundiques 
Secretariat du Conseil du Tresor 

Edifice Ferguson 
77, rue Wellesley Quest, 9° etage 
Toronto ON M7 A 1 N3 

Tel.: 416 327-7012 
Telec.: 416325-9404 

('~ t > 
1/r, Ontario 

To: Nadine Petsche, Director, Accounting Policy and Financial Reporting, 
Office of the Provincial Controller 

Re: Actuarial Surplus in the Ontario Teachers' Pension Plan 

1. Request 

You have asked for a legal opinion on the Province of Ontario's (Ontario's) 
legal rights in connection with a surplus in the Ontario Teachers' Pension Plan 
(the Plan). Specifically, you have asked for confirmation that Ontario is legally 
entitled to benefit from the 'Government Portion' of the surplus recognized by 
Ontario as a pension asset in its 2015-16 Public Accounts ($10.1 billion after 
adjustments), for example through reduced contributions or a contribution 
holiday, further to the analysis provided to Ontario by Deloitte LLP in August 
2016 through an initial report and supplementary analysis (Deloitte Report). 

2. Short Answer 

Ontario has an enforceable legal interest in the 'Government Portion' of the 
identified surplus recognized by Ontario as a pension asset in its 2015-16 
Public Accounts. 

3. Background 

i. Legal Framework for the Plan 

The Plan is established by the Teachers' Pension Act1 (TPA). The TPA 
provides that the Plan is a defined benefit pension plan within the meaning of 
the Pension Benefits Act.2 (PBA). The TPA provides that the governing 

1 R.5.0. 1990, c. T.1 
2 R.5.0. 1990, c. P.8 
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documents for the Plan are the pension plan established under Schedule 1 to 
the TPA, along with such other governing documents as may be created or 
adopted under the TPA or the text of the pension plan. 

Section 5 of the TPA provides that the contributions of Ontario and 
contributing employers, on one hand, and active Plan members on the other 
hand, are to be approximately equal. 

Section 1 O of the TPA provides that the Minister of Education and the 
executive of The Ontario Teachers' Federation (OTF) may enter into an 
agreement that provides for, among other things, the joint management of the 
Plan and the sharing of entitlement to gains or surplus under the plan and of 
liability for deficiencies in the pension fund. 

The Minister of Education and the OTF have entered into an agreement for 
the management of the Plan (Partners Agreement), to which is appended a 
Funding Management Policy (FMP) that is deemed to form part of the 
agreement.3 The FMP provides for the funding of the Plan and how deficits 
and surpluses will be addressed. 

ii. Accounting Treatment for Plan Surpluses 

Ontario's audited financial statements have reflected the Province's 
respective portion of the accrued pension benefit as calculated in accordance 
with Public Sector Accounting Standards. Consistent with past practice, in 
the 2015-16 Public Accounts, Ontario continues to report its portion of the 
pension asset ($10.1 billion as of March 31, 2016.) The Deloitte Report sets 
out an accounting analysis supporting the recognition of the surplus as an 
asset for the purposes of reporting the Province's financial position, as 
assessed in accordance with Public Sector Accounting Standards. Deloitte 
provides the following rationale in support of this position: 

We have discussed the plan mechanics with OPCD and here are the 
key factors of the FMP and OTPP plan characteristics that would be 
considered in support of the Government Expected future benefit 
coming from surplus withdrawal and contribution reduction: 
• The plan nature is defined to be a 50 I 50 share between employees 
and employer 

3 Partners Agreement, section 110. 

·. 

• 
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• Looking at the FMP, this principle applies to bad news and good 
news, hence for deficit and surplus situations 
• The employer can benefit from surplus withdrawal and contribution 
reduction 
• The surplus situations could be dealt with permanent and temporary 
changes, increasing the likelihood of surplus application 
• The accounting valuation currently includes a 100% CPI indexing, 
hence the resulting accounting surplus to the employer portion has 
already fully restored benefits considered 
• Accounting valuation uses best estimate assumptions and therefore 
the resulting surplus is considered a realistic value4 

While the Deloitte analysis speaks to Ontario benefitting from surplus 
withdrawal, the Office of the Provincial Controller Division (OPCD) in Treasury 
Board Secretariat has advised that the analysis under Public Sector 
Accounting Standards completed by Deloitte demonstrates that no surplus 
withdrawal is necessary to support the asset recorded in Ontario's Public 
Accounts. 

111. Concerns of the Auditor General 

The Auditor General of Ontario (AGO) has expressed concerns with Ontario's 
treatment of the pension asset in the Public Accounts. We understand that the 
AG believes that the ability to benefit through surplus withdrawals is 
necessary in order to support recognition of the asset on the Province's 
books. The accounting treatment of surplus withdrawals is governed by Public 
Sector Accounting Board (PSAB) standard PS3250.059: 

.059 A key factor in determining a government's expected future benefit from 
a defined benefit plan with a plan surplus for accounting purposes is the 
ability of the government to withdraw assets from the plan. The expected 
future benefit includes amounts to which a government has a legally 
enforceable right of withdrawal. It excludes any withdrawable plan surplus a 
government is currently required, or intends, to allocate to employees. A 
government may not anticipate obtaining a legally enforceable right to 
withdraw a portion of a plan surplus to which it is not currently entitled, 
whether on the basis of precedent or otherwise. 
Accordingly, when withdrawal of plan surplus requires the approval of 
employees or an appropriate regulatory authority or a court of law, a 
government excludes any amount subject to this restriction from its expected 
future benefit until such approval has been obtained. A change in the 
allocation of surplus between a government and its employees is 

4 Deloitte Report p. 14 
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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. [emphasis added] 

In light of this provision, the AGO has taken the position that Ontario cannot 
rely on the potential for future surplus withdrawals as a rationale for treating 
the Ontario portion of a Plan surplus as an asset. Any such withdrawal would 
be subject to the agreement of Plan members and would require regulatory 
approval under the PBA. 

As previously noted, it is OPCD's position that in accordance with PSAS, the 
value of the pension asset is sufficiently satisfied by other means of benefiting 
from the surplus, and that the ability to withdraw any surplus is not a 
necessary consideration based on the results of the analysis included in 
Deloitte's Report. 

OPCD has advised that despite the references in the Deloitte Report, Ontario 
is not seeking to recognize the value of potential surplus withdrawals from the 
Plan (which would be subject to the analysis described in PSAB standard 
PS3250.059). Rather, Ontario is supporting the value of the pension asset 

.. .. 

recognized through the ability to benefit from contribution holidays to which • 
the government would be entitled under the terms of the FMP. OPCD notes 
that PSAB Standards PS3250.052 and PS3250.055 provides guidance for 
determining the amount that is appropriately recognized as a pension asset: 

.052 A government may benefit from an accrued benefit asset either by 
withdrawing surplus assets or by taking a contribution holiday or receiving a 
refund of contributions. The accrued benefit asset may become impaired 
when there is a plan surplus for accounting purposes that the government is 
not entitled to benefit from fully. For example, there may be a regulatory 
moratorium on pension surplus withdrawals or uncertainties as to a 
government's legal right to use a plan's accounting surplus . 

. 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. 

The AGO has requested that Ontario provide a legal opinion confirming the 
government's ability to access/realize benefits sufficient to support the 
pension asset recognized. While the AGO's questions in connection with the 
treatment of the surplus have referenced surplus withdrawals, we understand 
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that OPCD is focussing on Ontario's right to apply the surplus toward reduced 
contributions or contribution holidays. 

4. Analysis 

i. Plan is a Jointly Sponsored Pension Plan 

Section 5 of the TPA provides for Ontario and contributing employers to make 
contributions to the Plan that are equal to the contributions made by 
members, and we understand that the Plan is a jointly sponsored pension 
plan under the PBA. One of the defining features of a jointly sponsored 
pension plan is that both employer and members are jointly responsible for 
funding the benefits under the plan. 

Regulation 909 under the PBA requires that the documents that create and 
support a jointly sponsored pension plan must set out the methods by which 
decisions relating to the terms and conditions of the Plan are to be made. The 
FMP is the mechanism by which the Plan partners have articulated the 
manner in which they will share the burden of Plan shortfalls and the benefit 
of Plan surpluses. As noted in Deloitte's analysis, the FMP provides guidance 
on how the Plan will be funded in different financial situations. Specific to 
surplus scenarios, the FMP provides for the actions that may be taken by the 
partners (i.e. Ontario and the OTF) in two different surplus "zones" - i.e. the 
Temporary Plan Improvement Zone and the Permanent Plan Improvement 
Zone. 

ii. FMP Framework Governing Surpluses 

The FMP expressly anticipates the possibility of contribution holidays in two 
scenarios: 

• Article IV (Temporary Improvements) of the FMP provides for 
temporary actions that can be taken by the partners when Plan assets 
are greater than current liabilities (subject to the restorations required 
in section 3.06 of the FMP having already been provided). Section 4.05 
of the FMP provides that in such a scenario, the parties may reduce 
current contributions, provide temporary surplus distributions or provide 
a temporary qenef it improvement. 

• Article V (Permanent Improvements) of the FMP provides for 
permanent actions that can be taken when Plan assets exceed current 
liabilities by more than 10% of current liabilities. Section 5.05 provides 
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for actions that can be taken in respect of the amount that assets 
exceed current liabilities plus the 10% margin noted previously. Such 
actions can include changes to current benefits, current contributions, 
or both. 

iii. Ontario's Legal Interest in Plan Surpluses 

Section 1 O of the TPA clearly indicates that the Plan is to be managed jointly 
by Ontario and the OTF. Further, section 10(1 )3 expressly permits Ontario 
and the OTF to enter into an agreement governing "The sharing of entitlement 
to gains or surplus under the plan and of liability for deficiencies in the 
pension fund by the Minister, the employers who contribute under the plan 
and the active plan members." 

Pursuant to this provision, Ontario and the OTF have entered into the FMP. 
The FM P provides for actions that Ontario and the OTF may take in a 
deficiency or surplus situation. Where there is a deficiency, contributions can 
be increased or benefits can be reduced. Under section 5(1.1) of the TPA, 
increases to contributions would generally need to be shared equally between 
Ontario and active Plan members (although section 5(7) of the TPA gives 
Ontario the discretion to pay additional unmatched contributions in the event 
of a solvency deficiency). The FMP also provides that reductions of benefits 
would be subject to an agreement whereby those reductions were offset by 
contributions from Ontario. 

In terms of surpluses, the terms of the FMP do not give either Ontario or the 
OTF any unfettered ability to apply Plan surpluses for their own purposes. 
Rather, both parties must agree to any proposed application of Plan 
surpluses. For this reason, it is clear that Ontario would not have any 
authority to unilaterally apply the Government Portion of the Plan surplus for 
the purposes of a future contribution holiday. 

However, this does not mean that Ontario would not have a legally 
enforceable expectation that Plan surpluses should result in future 
contribution holidays. The Supreme Court of Canada has also held, in 
Schmidt v. Air Products Canada Ltd.5 and Nolan v. Kerry (Canada) lnc. 6 that 
"unless the terms of [a] plan specifically preclude it, an employer is entitled to 
take a contribution holiday" (emphasis added). There is nothing in the Plan or 
FMP that precludes a contribution holiday and, in fact, it is explicitly 
contemplated as a possible use of plan surpluses. 

5 Schmidt v. Air Products Canada Ltd., [1994] 2 S.C.R. 611 at p. 638 
6 Nolan v. Kerry (Canada) Inc., [2009] 2 SCR 678 at para 68. 
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In our view, the need for agreement with the OTF before implementing a 
specific reduction or holiday does not diminish Ontario's enforceable legal 
interest in the surplus or Ontario's reasonable expectation that a surplus could 
be applied to a contribution holiday at some future point. Instead, the FMP 
creates a framework through which Ontario can protect and realize this 
interest, including a process for negotiation, mediation and arbitration of 
disputes. 

In point of fact, Ontario and the OTF have successfully negotiated in the past 
to deal with Plan surpluses and deficits through mutual agreement, with both 
parties receiving negotiated benefits (e.g. in 1998 and 1999, when surpluses 
were used to eliminate the special payments owed by Ontario, with Ontario 
and the OTF agreeing that other surpluses would be used to fund benefit 
improvements.) 

Based on the forgoing we are of the view that the FMP provides Ontario with 
a reasonable basis on which to expect to benefit proportionately from Plan 
surpluses, with the nature and exact extent of that benefit determinable 
through a fair process of negotiation, mediation and arbitration. 

Tom McKinlay, General Counsel, Crown Law Office - Civil 
Len Hatzis, Deputy Director, TBS Legal Services 
Paul Kaufman, Counsel, TBS Legal Services 
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MEMO OF UNDERSTANDING 
ONTARIO TEACHERS' PENSION PLAN 

SEPTEMBER 18, 2008 

Interest Rate Assumption Adjustment 
A. Interest rate assumption will be adjusted to allow the filing of the January 1, 

2008 funding valuation (approximately RRB+1.5%) subject to the 
provisions set out below. 

B. The Partners shall notify the Board, in writing, that the Funding 
Management Policy will not expire prior to the date the January 1, 2008 
funding valuation is filed. 

C. The Restoration Basis within the Funding Management Policy will be 
revised and documented as RRB+1.4%. 

D. Establish a review process as per Attachment 1. Partners' Agreement 
needs to be revised to allow the payment of expenses as outlined in 
Attachment 1 . 

Contribution Rate Adjustment 
E. Contribution rate maximum to remain at 15.0% as previously agreed 

1. Maximum applies to contribution rate on salaries above the CPP limit. 
F. Basic contribution rate increased to 8.3/9.9% from 7.3/8.9% 

1 . Special contributions adjusted accordingly to maintain same overall 
level. 

2. To be documented in Schedule 1 to the Teachers' Pension Act (Plan 
Text) before January 1, 2008 funding valuation 1is :filed. 

G. The total contribution rate established with the January 1, 2005 filed 
funding valuation will remain unchanged. 

Conditional inflation protection for future service after January 1, 2010 
H. To be documented in the appropriate Plan document before January 1, 

2008 funding valuation is filed 
1. Benefits earned for service on or after January 1, 2010 will be subject 

to conditional indexing. 
2. Post-2009 benefit accruals will be subject to 50% conditional indexing 

(1e. 50% guaranteed indexing). 
3. Post-2009 benefit accruals will attract indexation adjustments between 

50% to 100% of the CPI increase, as determined in future based on 
the Plan's financial position. 

4. Once a conditional indexation adjustment is granted, continued 
payment of that adjustment is a permanent obligation of the Plan and 
the adjustment shall be eligible for conditional indexation adjustments 
on a go-forward basis. 
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MEMO OF UNDERSTANDING 
ONTARIO TEACHERS' PENSION PLAN 

SEPTEMBER 18, 2008 

I. The goal of the Partners is to provide indexation adjustments at 100% of 
CPI on all service accruals when possible, subject to the funded status of 
the Plan and the Board will manage the Plan's investments appropriate to 
pursuing this goal. 

J. Decisions regarding the level of adjustment (within the 50% to 100% 
range) will be made periodically by the Partners based on the Plan's 
emerging financial position, as part the valuation filing process. This 
decision is in effect until the date of the next filed funding valuation. 
1. It is understood that, if Plan assets in tandem with scheduled future 

contributions are sufficient to both sustain 100% adjustments for the 
future and to provide catch-up in the "pension run rate" (in the event 
prior adjustment were less than 100%) then these adjustments will 
both be provided in full. 

2. It is further understood that previously foregone inflation adjustments 
may be restored by the Partners where the resulting adjustments are 
expected to be sustainable (in light of the Plan's financial position and 
scheduled future contributions). 

3. The above will be documented in the Funding Management Policy by 
March 31 2009. 

K. Finalize design of conditional indexation feature by March 31, 2009 
1. Appoint a tri-party working group (OTF, Ontario Government and 

OTPP) to design and advise the parties. 
2. Allows opportunity to consider other Canadian pension plans/risk 

sharing methods employed and to tailor the design to the parties' 
needs. 

3. It is understood that costs reasonably incurred and agreed to by all 
three parties, for operating the working group will be paid from Plan 
funds. Partners' Agreement needs to be revised to allow the payment 
of these expenses. 
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MEMO OF UNDERSTANDING 
ONTARIO TEACHERS' PENSION PLAN 

SEPTEMBER 18, 2008 

L. Partners reserve the right (by their mutual agreement) for the finalized 
design to reflect a conditional indexation formula different from that outlined 
in H above, provided it results in a comparable reduction in net liability and 
risk profile using the same assumptions as the filed January 1, 2008 
funding valuation. 

M. Any foregone inflation increases to pensioners are to be matched by 
contributions made by Ontario government/participating employers. Since 
this commitment conflicts with the current provisions of The Teachers' 
Pension Act, the government will seek the approval of the Legislature to 
amend the Act in that regard. The Partners agree that these contributions 
shall be documented in Schedule 1 to the Teachers' Pension Act (Plan 
Text) as soon as possible. 

N. Establishment of a Consultative Committee as per Attachment 2. Partners' 
Agreement needs to be revised to allow the payment of expenses as 
outlined m Attachment 2 

/ 

/ 

{_ Jim Leec 
Presid'ent and f hief Executive Officer 
Ont,irio Teayl'lers' Pension Plan Board 

J 
President 
Ontario Teachers' Federation 

~~ 
Past President 
Ontario Teachers' Federation 

~~a~d,/ 
Deputy Minister of Education 
Ministry of Education 
Government of Ontario 
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General 

ATTACHMENT # l 
ONTARIO TEACHERS' PENSION PLAN 

REVIEW PROCESS 
TERMS OF REFERENCE 

SEPTEMBER 18, 2008 

The Ontario Teachers' Pension Plan Board ("the Plan Administrator") and the 
Ontario Teachers' Federation and the Government of Ontario ("the Partners") 
hereby establish a process by which the discount rate used by the Plan Actuary 
in preparing a funding valuation report for the Plan Administrator to be filed as 
required by the Pension Benefits Act regulations may be reviewed by an 
independent party. The purpose of the review is to allow the Plan Administrator 
and the Partners to address the matter of the valuation discount rate in the 
context of the Plan characteristics and to receive a report of the Hearing Officer 
noted below. 

Caveat 

Nothing in this process is intended to alter the roles and mandates of the parties 
as set out in the Partners' Agreement or otherwise, or under the requirem.ents of 
the governing legislation. 

This Review Process will not proceed if the conditions of the Memorandum of 
Agreement dated September 18. 2008 (MOU) have not been met and/or the 
Funding Management Policy, amended as contemplated under the MOU, is no 
longer in effect, unless agreed in writing by the Plan Administrator. 

Triggering Event 

If the real discount rate proposed by the Board to be used in the funding 
valuation report prepared on the Restoration Basis (as defined in the Funding 
Management Policy) to be filed by the Plan Administrator is less than 3.575 
percent, the Partners, acting together, have the right to invoke the following 
process by giving notice in writing to the Plan Administrator by March 31 of the 
filing year. The notice shall be deemed received on the next business day. 

Process 

The Partners and the Plan Administrator shall mutually agree on the terms of 
engagement of the Hearing Officer including the terms of reference, procedures 
for addressing the matters which give rise to the process and timelines for the 
process by May 31, 2009. 

Once the process is invoked, the Partners and the Plan Administrator shall meet 
within two weeks, or such other period as they may mutually agree after the 
giving of notice. to agree on an individual to act as a Hearing Officer to hear the 
matter or matters provided above which gave rise to the process. 
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ATTACHMENT# I 

ONTARIO TEACHERS' PENSION PLAN 
REVIEW PROCESS 

TERMS OF REFERENCE 
SEPTEMBER 18, 2008 

Once a Hearing Officer has been agreed upon, he/she will determine, with the 
agreement of the Partners and the Plan Administrator, a time frame and 
schedule for completion of the process. 

The Hearing Officer shall issue his/her report (including a concise Executive 
Summary) on the matters under review to the Partners and the Plan 
Administrator simultaneously by June 30 of the filing year to allow sufficient time 
for the Partners and the Plan Administrator to consider his/her report. 

The Hearing Officer will keep confidential all information received during this 
process, including the engagement, and will not make any public comment on 
the report or any findings related to the process. Prior to the filing of the 
valuation report under the Pension Benefits Act, the Plan Administrator and the 
Partners will keep the report confidential, unless a written consent is executed by 
all three parties. 

The report shall not be binding on the Partners nor the Plan Administrator. 

After receiv.ing the Hearing Officer repo.rt, the Plan Administrator will provide the 
Partners with reasons, in writing, for the discount rate chosen for the funding 
valuation report by August 15 of the filing year 

Subsequent to the filing of the valuation report under the Pension Benefits Act, 
either Partner or Plan Administrator may disclose to the Plan members the 
Executive Summary, together with the written response provided by the Plan 
Administrator,. 

Cost 

The cost of the Hearing Officer will be covered by the Plan, subject to the 
approval of the Partners and the Plan Administrator. 
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General 

The Partners' Consultative Committee 1s established by the Ontario Teachers' 
Pension Plan Partners to assist the Partners in maintaining an on-going 
awareness of the funded status of the Plan and in understanding the factors that 
may contribute to variations in the status over time. 

Membership 

The Committee shall be composed of a maximum of ten (10) members appointed 
from time to time by the Partners' Committee. Each sponsoring Partner is 
entitled to appoint five (5) members although either Partner may decide to 
appoint a smaller number of members. 

Each Partner shall designate one of its appointees to act as co-chair. 

Mandate 

On behalf of the Partners' Committee, the Partners' Consultative Committee will 
maintain an awareness of the funded status of the Plan as well as the trends and 
issues that may affect the funded status of the Plan. 

In fulfilling its mandate, the Committee will carry out the functions set out below. 

1 . The Committee will meet with the Plan Administrator and. if requested . the 
Plan Actuary on a quarterly basis to review the funded status of the Plan 
and to discuss the factors that underlay this position; 

2. With the approval of the Partners' Committee, the Consultative Committee 
may request the Plan Administrator to undertake further research into any 
matter that bears on the funded status of the Plan. Where the Plan 
Administrator agrees that research using either external and internal 
resources is appropriate and cost effective, the cost of such research will 
be covered by the Plan; and 

3. The Co-chairs will report quarterly to the Partners' Committee on the 
Consultative Committee's activities and findings. 

Meetings and other procedures 

Meetings will be scheduled by mutual agreement of the respective co-chairs and 
the Plan Administrator. The Committee has the power to determine its own 
procedures. 
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t:?ontario 
Ministry of Education 
Mowat Block 
Queen's Park 
Toronto, ON M7A 1L2 

April 14 2014 

Mr. Ron Mock 
President and CEO 

Ministere de !'Education 
Edifice Mowat 
Queen's Parl<. 
Toronto ON M7A 1L2 

Ontario Teachers' Pension Plan 
5650 Yonge Street 
Toronto, ON M2M 4H5 

Dear Mr. Mock: 

Re: Filing of the January 2014 Plan Valuation 

Ontario Teachers' Federation 
Suite 200 
1300 Yonge Street 
Toronto ON M4T 1X3 

Federation des enseignantes 
el des enseignants de !'Ontario 
Suite 200. 1300 rue Yonge 
Toronto ON M4T 1X3 

The preliminary valuation of the Ontario Teachers' Pension Plan ("the Plan") as at January 1, 2014 
indicates that the Plan has a going concern surplus of $5.074 billion. Although this valuation is not 
required to be filed with the Financial Services Commission of Ontario, the Partners have decided that it 
would be to our mutual advantage to do so. 

On account of the surplus and in keeping with the commitment made to Plan members when conditional 
inflation protection was introduced, we propose that for post-2009 service inflation protection should be 
raised to 60 percent starting with the January 1 2015 adjustment. Further, we propose to restore 
pensions to the level that would have been payable if full inflation protection had been provided since 
retirement, also effective January 1, 2015. It is our understanding that both of these measures can be 
taken within the framework of the available surplus funds. 

We request that you instruct the Plan Actuary to prepare a revised valuation based on the Plan 
amendments outlined above so that this valuation may be filed with the regulator in accordance with the 
relevant regulations. 

We are most grateful to you and your staff for your assistance in filing this valuation. 

Yours sincerely, 

·1~ 
?ulie Pauletig 
President 
Ontario Teachers' Federation 

l )ffeorge Zegarac 
q-Deputy Minister 

Ministry of Education 
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} ~ v Ontario 

Ministry of Education 
Mowat Block 
Queen's Park 
Toronto, ON M7A 1l2 

March 18, 2015 

Mr. Ron Mock 
President and CEO 

Ministere de I Educarion 
Edifice Mowat 
Queen's Park 
Toronto ON M7A 1L2 

Ontario Teachers' Pension Plan 
5650 Yonge Street 
Toronto, ON M'.?.M 4II5 

Dear Mr. Mock: 

Ontario Teachers' Federation 
Suite 200 
1300 Yonge Street 
Toronto. ON M4T 1X3 

Re: Filing of the January 2015 Plan Valuation 

Federation des enseignantes 
et des enseignants de !'Ontario 
Suite 200, 1300 rue Yonge 
Toronto ON M4T 1X3 

The preliminary valuation of the Ontario Teachers' Pension Plan ("the Plan") as at January 1, 2015 
indicates that the Plan has a going concern surplus in excess of $6 Billion. Although this valuation is not 
required to be filed with the Financial Services Commission of Ontario, the Partners have decided that it 
would be to our mutual advantage to do so. 

On account of the surplus and in keeping with the commitment made to Plan members when conditional 
inflation protection was introduced, we propose that for post-2009 se1vice, inflation protection should be 
raised to 70 percent starting with the January 1, 2016 adjustment. Further, we propose to restore pensions 
to the level that would have been payable if full inflation protection had been provided since retirement, 
also effective January 1, 2016. It is our tmderstanding that both of these measures can be taken within the 
framework of the available surplus funds. 

We request that you instruc.t the Plan Actuary to prepare a revised valuation based on the Plan 
amendments outlined above so that this valuation may be filed with the regulator in accordance with the 
relevant regulations. 

ou and your staff for your assistance in filing this valuation. 

George Zegarac 
Deputy Minister 
Ministry of Education 
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_V_onta.=r~io __ _ 
Ministry of euucallc., 
Mow3l Bluck 
Queen's Po!I< 
Toronto, ON M7A 1L2 

August a. 2016 

Ron Mock 
President and CEO 

Minist~re de l"~ducatlan 
F.d fica Mowat 
Ou11en'& Parl> 
Toronto ON M7A 1l2 

Ontario Teachers' Pension Plan 
5650 Yonge Street 
Toronto, ON M2M 4H5 

Dear Ron Mock: 

Re: Fl!ing of the January 2016 Plan Valuation 

Ontario Tear.hera' Federation 
Suite 200 
1300 Yonge St~et 
Toronto, ON M4T 1X3 

Federation des ense'.g11 ~ntes 
et dea onselgnant1 de l'Ontorto 
Si.rte 200, 1300 rue Yongi: 
Torcnlo ON M4T 1X3 

The preliminary valuation of the Ontario Teachers' Pension Plan ("lhe Plan•) as at January 1. 2016 Indicates that the 
Plan has a going concern surplus of approximately $13 Bllllon. Although this valuation is not required to be fllecl with 
the Financial Services Commission of Ontario, the Partners have decided that It would be to our mutual advantage to 
do so. 

On account of the surplus and In keeping with the commitment made to Plan members when conditional lnflat on 
pmtectlon was Introduced, we propose that for post·2009 service, Inflation protection should be raised to 90 percent 
starting with the January 1, 2017 adjustment Further, we propose to restore pensions to the level that would have 
been payable If full Inflation protection had been provided since reUrement. also effective January 1. 2017. It Is our 
understanding that both of these measures can be taken within the framework of the available surplus funds. 

We request that you Instruct the Plan Actuary to prepare a revised valuation based on the Plan amendments outlined 
above so that this valuation may be filed with the regulator In accordance with the relevant regulations. 

We are most grateful to you and your staff for your assistance m filing this valuation. 

Yours sincerely, 

Francine LeBlanc-Lebel 
President 
Ontario Teachers' Federation 

FLLINM/am 

~fA«IIIM 
Nancy Matthews 
Deputy Minister 
Ministry of Education 
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A 
Memorandum 

To: Alex Killoch/Rob Pomykacz. Ministry of Finance 

From: Allan Shapira. Aon Hewitt 

Date: August 2. 2016 

Re: Ontario Teachers' Pension Plan - Limit on Accrued Benefit Asset 

This memo will address the limit on the accrued benefit asset held on the Ontario Government's 
financial statements in respect of the Ontario Teachers' Pension Plan ("OTPP"). 

We are addressing this issue in our role as the actuary to the Ontario Government in its role as a 
sponsor of the OTPP. We note, however, that we do not prepare any of the accounting information 
tor the OTPP tor purposes of the Ontario Government's financial statements, which is prepared under 
Section PS 3250 of the Public Sector Accounting Standards. 

Based on the information provided to us, there is currently an accrued benefit asset on the 
Government's financial statements in respect of the OTPP. Under PS 3250.050, the intent is to limit a 
government's accrued benefit asset to the amount it can realize in the future. Under PS 3250.050; "A 
government may benefit from an accrued benefit asset by either withdrawing surplus or taking a 
contribution holiday or receiving a refund of contributions. The accrued benefit may become impaired 
when there is a plan surplus for accounting purposes that the government is not entitled to benefit 
from fully" 

The protocol tor the use of surplus under the OTPP is detailed in the Funding Management Policy 
("FMP") adopted by the Ontario Government and Ontario Teachers Federation as sponsors of the 
OTPP. The sharing of any surplus would be on a 50/50 basis between the Government and 
members. consistent with the funding of the OTPP. 

The FMP has five funding zones: 

• The middle zone is the Fully Funded zone under which base benefits and contributions are 
maintained. In this zone, the plan is adequately funded to provide base benefits (including 
indexation at 100% of CPI) supported by the base contributions. Given the volatility of market 
factors and the numerous assumptions in the funding valuation, "fully funded" is considered a 
range. 

• There are two zon~l3 below the Fully Funded zone that address the treatment of deficits. 

• There are two zones above the Fully Funded zone that address the treatment of surpluses. 
The first zone is the Temporary Plan Improvement zone where contributions can be 
temporarily reduced, a surplus distribution can be made on a temporary basis and/or benefits 
can be temporarily improved (as long as it does not create a long term cost). If the surplus 
reaches a specified level the next zone, the Permanent Plan Improvement zone, provides for 
permanent changes to contribution rates and/or benefits. 

AON 
Risk. Reinsurance Human Resources Empower Results• 
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Under the FMP. a surplus distribution or a benefit improvement can only be made if the partners have 
entered into a written agreement governing the manner in which contributions by the Minister will be 
adjusted to offset any surplus distribution or changes in benefits that are reflected in the liabilities. 

Our interpretation of paragraph PS 3250.056 is the calculation of the expected future benefit on an 
open group basis. Based on the 50% methodology used to calculate the Government's obligations 
and pension expense under PS 3250, the expected future benefit would be calculated as 50% of the 
present value of future accruals for service. Based on the information provided to us, the total annual 
service accrual as of January 1, 2016 is $2,899 million, calculated using a discount rate of 6.25% and 
an ultimate salary increase assumption of 3% in the salary grid plus expenence-related increases. 
Using the 6.25% discount rate and a 3% salary increase assumption (i.e. without the 
experience-related salary increases). the expected future benefit would be $44,600 million. We also 
requested the OTPP actuary to calculate this expected future benefit on a closed group basis for 
context and this resulted in an expected future benefit of $19,400 million. For further context, the 
present value of a decrease in the Government's contribution rate by 1 % of salary calculated on an 
open group basis would be $4,300 million. 

Ac»1 
Risk. Reinsurance. Human Resources Empower Results• 
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5650 Yonge Street tel: 416· 226-2700 or 1 8 00 -668-0105 
Toronto, Ontario. Can;,da fax: 416-730-7807 or 1 800-949-8208 

January 26, 2016 

Mark Rozic, Manager (Acting) 
External Reporting Branch 

M2M 4HS www.otpp.com 

Office of the Provincial Controller Division 
Treasury Board Secretariat 
2nd Floor, Office 260, Frost Building South 
7 Queen's Park Crescent 
Toronto, Ontario M7 A 1 Y7 

Dear Mr. Rozic: 

I am responding to a Jetter dated December 11, 2015 from Ms. Leah Myers that 
requested actuarial and financial information about the Ontario Teachers' Pension 
Plan (registered pension plan - RPP) and the Retirement Compensation 
Arrangement (RCA) at December 31, 2015. 

Items 1, 3 ( except the benefit payment breakdown), 6, 10 and 11 are included in 
the enclosed letter from Mercer (Canada) Limited. 

Item 2 - Market Value of Pension Fund Assets($ millions) 

Please note that we no longer use an asset smoothing method for our financial 
statements. As such, there is no separate "actuarial" vaJue of assets. 

Market vaJue of assets at December 31, 2015 

Item - 3(a) RPP Benefits Paid ($ millions} 

Retirement Pensions 
Survivor Pensions 
DisabiJity Pensions 
Lump Sum Death Benefits 
Refunds 
Commuted Value Transfers 
Transfers to Other Plans 
Family Law Value Transfers 
Total 

Not yet 
available 

$ 5,056 
273 

27 
71 

l 
74 

8 
27 

$ 5,537 



Item-3(b) RCA Benefits Paid 

January 26, 2016 
Page 2 of 3 

The RCA pension payments made in 2015 were $7.40 million and the RCA lump 
sum payments in 2015 were $4.87 million. 

Item - 4(a) RPP Contributions ($ millions) 

Members 
Current Service 
Optional Credit 
Tota] 

Province of Ontario 
Current Service 
Interest 
Optional Credit 
Tota] 

Other Employers 
Transfers from Other Plans 
Total 

Grand Total 

Item 4(b)- RCA Contributions($ millions) 

Members 
Province of Ontario 
Other Employers 
Total 

Item 4{c) - Payments re: Foregone Inflation Adiustments 

$ 

$ 

The foregone inflation amounts for 2014 payments which are part of the 
government billing for payment in January 2016 are as follows: 

Total 

RPP $ 1,130,253 $ 
RCA 12,205 
Total $ 1, 142,458 $ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

1,580 
35 

1,615 

1,568 
37 
32 

1,637 

33 
14 
47 

3,299 

5.6 
3.3 
2.4 

11.3 

Province of 
Ontario 

1,106,279 
11,946 

1,118,225 

C Users FARIAJ\AppData Local Microsoft Windows Temporary lnlemel File; Conlenl Oullook Fl2B4A71 MoF­
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Item S - Economic Assumptions 

Discount Rate 
Salary Escalation Rate 
Inflation Rate 
Real Rate 

Item 7 - Net Gain and Loss on Actuarial Value of Assets 

January 26, 2016 
Page 3 of 3 

RPP 

3.25% 
2.50% 
1.50% 
1.70% 

RCA 

1.625% 
2.50% 
1.50% 

0.125% 

Not applicable. Please note that we no longer use an asset smoothing method for 
our financial statements. As such, there is no separate "actuarial" value of assets. 

Item 8 - Schedule of Contributions and Interest Receivable ($ millions) 

Contributions 
Interest 
Total 

$ 3,157 
51 

$ 3,208 

Hem 9 - Number of Pensioners and Active Members as at December 31, 2015 

Pensioners 
Active Members 

Item 12 - Financial Statements 

Not yet available. 

133,000 
183,000 

We will provide any outstanding information as soon as it is available. In addition, 
we will send an updated version of this letter if any of the information contained 
herein is subsequently changed. 

Please do not hesitate to call if you have any questions. 

Sincerely, 

Mary Cover, FSA, F 
Director, Pension Strategy and Enterprise Risk 
(416) 730-2976 
mary cover@otpp.com 

cc: Alex Killoch Ministry of Finance 

C Users FARIAJ AppDota Local Microsoft Windows Temporary lnlcmcl Files Content Outlook Fl2B4A71 MoF 
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26 January 2016 

Ms. Mary Cover 
Director, Pension Strategy & Enterprise Risk 
Ontario Teachers' Pension Plan Board 
5650 Yonge Street 
Toronto, ON M2M 4H5 

Private & Confidential 

Lise Houle 
Principal 

120 Bremner Boulevard, Suite 800 
Toronlo ON MSJ OAS 
416 868 2039 Fax 416 868 7695 
fise.houle@mercer.com 
www.mercer.ca 

Subject: December 31, 2015 Valuation Results Using the Province's Assumptions 

Dear Mary, 

As requested, we have provrded you with rnformation for the Ontario Teachers' Pension Plan 
(OTPP) on points 1, 3, 6, 1 O and 11 in the December 11 , 2015 letter from the Ministry of 
Finance to Mr. Ron Mock. As instructed in the Ministry letter, the following sets of assumptions 
have been used in calculating the liabilities as at December 31, 2015: 

Basis 1 Basis 2 Basls3 Basls4 

Valuation discount rate 6.50% 6.25% 6.25% 6.00% 

Inflation rate 2.25°0 2.25% 2.00% 2.00% 

Real valuation discount rate 4.25% 4.00% 4.25% 4.00% 

Salary escalation rate 2.25% forthe 2.25% for the 2.00°k for the 2.00% for the 
years 2016 to years 2016 to years 2016 to years 2016 to 
2019, 3.25% 2019, 3.25% 2019, 3.00% 2019, 3.00% 

thereafter thereafter thereafter thereafter 

For each basis, all the other assumptions and the valuation methods are those used by the 
Ontario Teachers' Pension Plan Board in the December 31, 2015 valuation for financial 
statement purposes. This includes proposed demographic assumption changes as well as 
negotiated salary increases providing a 1% lump sum increase at September 1, 2015, a 1% 
increase at September 1, 2016 and a 0.5% increase half-way through the school year 
commencing September 1, 2016. The demographic assumptions were updated to reflect 
recent experience of Plan members related to retirement, termination of plan membership, re 

Mercer Canada) Lrm«ed 

MARSH & MCLENNAN 

' 



)' 

.,· 

MERCER 

Page2 
26 January 2016 
Ms. Mary Cover 
Ontario Teachers' Pension Plan Board 

instatement of inactive members and increases in salaries related to experience. The changes 
to the demographic assumptions are described in the presentation material from our meeting 
with the Technical Committee on January 13, 2016. The remaining demographic assumptions 
are provided in our Report on the Actuarial Valuation for Financial Statement Purposes as at 
December 31, 2014. We expect that our report on the December 31, 2015 actuarial valuation 
will be finalized in March, 2016. 

For the sake of clarity, we note that the assumed increases in the YMPE and maximum 
pension limits under the Income Tax Act are the same rates as the long-term salary growth 
rates noted for each of the four bases. 

The Province has requested that we prepare the results assuming that inflation protection for 
post 2009 service will be provided at 100% and at 50% of the assumed inflation rate. In this 
letter we have included results using both of these alternative inflation protection levels. We 
note that at the time of preparing this letter, the Plan provides for 70% of conditional inflation 
protection for post 2009 service. 

At the Province's request, the liabilities have been calculated using the "projected benefit 
method, pro-rated on services". In the calculations presented in this letter, we have used the 
projected benefit method, pro-rated on service with three attribution periods to reflect the 
different indexing provisions for service accrued to December 31, 2009, service accrued from 
January 1, 2010 to December 31, 2013 and service accrued from January 1, 2014. However, 
we note that the same level of indexing was applied to all service from January 1, 201 O to 
December 31, 2015 for purposes of calculating the liabilities provided in this letter (whether the 
results are based on 100% or 50% conditional indexing). 

We have included information regarding the experience gain/loss incurred relative to salary 
growth during the year as well as the impact on the December 31, 2015 liabilities due to 
changing the rate of inflation and salary growth assumption in Bases 3 and 4 in our tables 
relative to the assumptions from Bases 1 and 2. We note that since the assumed increases in 
salaries determined by the Province are set equal to the assumed inflation rate plus 1 %, we 
have not separately identified the changes in salary only without the corresponding changes in 
inflation. 

The results as at December 31, 2015 are summarized in the following tables 
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Results usin9. 100% conditional indexin9. for e,ost 2009 service £results in$ mil/ionsi 
Basis 1 Basis 2 Basis 3 Basis 4 

Valuation discount rate: 6.50% 6.25% 6.25% 6.00% 
Inflation rate: 2.25% 2.25% 2.00% 2.00% 
Salary escalation rate: 2.25% for 2.25% for 2.00% for 2.00% for 

the years the years the years the years 
2016 to 2016 to 2016 to 2018 to 
2019, 3.25% 2019, 3.25% 2019, 3.00% 2019, 3.00% 
thereafter thereafter thereafter thereafter 

Actuarial present value (APV) of accrued pension benefits 
$113,801 $113,801 $113,801 $113,801 at December 31, 2014 using Last Year's Basis 4 

2 Increase in the APV of accrued pension benefits 

Interest on the APV of accrued pension benefits $7,310 $7,310 $7,310 $7,310 

Current S01Vice Cost (mid-year) 2,868 2,868 2,868 2,868 

Contributions for optional credit 34 34 34 34 • Repayment of refunds 0 0 0 .o 
Transfers from other plans 14 14 14 14 

Change in valuation assumptions and methods· 

Change In demographic assumptions 350 350 350 350 

Change in interest rate from Basis 1 0 4,142 4,142 8,309 

$10,576 $14,718 $14,718 $18,885 

3 Decrease in the APV of accrued pension benefits 

Pensions paid $5,356 $5356 $5,356 $5.356 

Refund of contributions 0 0 0 0 

Lump sum payments and transfers 180 180 180 180 

Salary experience gains 1,028 1,028 1,028 1,028 

All other experience gains 552 552 552 552 

Negotiated Salary Increases 1, 161 1, 161 1,161 1,161 

Change in inflation rate and salary growth rates from 
0 0 3,829 3,829 

Basis 1 

Change in other actuarial assumptions and methods 46
1 

46 46 46 

$8.323 $8,323 $12,152 $12.152 

4 Net increase in the APV of accrued pension benefits $2,253 $6,395 $2,566 $6.733 

5 APV ol accrued pension benefits at December 31, 2015 $116,054 $1 20, 196 $11 6,367 $120,534 

6 Annual current service cost at January 1. 2016 (BOY) $2,880 $3.058 $2,899 $3,079 

1 Change to commuted value assumption to value benefits payable upon termination 
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Results using 50% conditional indexing for post 2009 service (results in $ millions) 

Basis 1 Basis 2 Basis 3 Basis 4 
Valuation discount rate: 6.50% 6.25% 6.25% 6.00% 
Inflation rate: 2.25% 2.25% 2.00% 2.00% 
Salary escalation rate: 2.25% for 2.25%for 2.00%for 2.00%for 

the years the years the years the years 
2016 to 2016 to 2016to 2016 to 
2019, 3.25% 2019, 3.25% 2019, 3.00% 2019, 3.00% 
thereafter thereafter thereafter thereafter 

1. Actuarial present value (APV) of accrued pension benefits 
$112,004 $112,004 $112,004 $112,004 

at December 31, 2014 using Last Year's Basis 4 

2. Increase in the APV of accrued pension benefits 

Interest on the APV of accrued pension benefits $7,182 $7,182 $7,182 $7182 

Current Service Cost (mid-year) 2.508 2,508 2,508 2,508 

Contributions for optional credit 34 34 34 34 

Repayment of refunds 0 0 0 0 

Transfers from other plans 14 14 14 14 

Change in valuation assumptions and methods: 

Change m demographic assumptions 322 322 322 322 

Change m interest rate from Basis 1 0 3,975 3,975 7,990 

$10,060 $14,035 $14,035 $18,050 

3. Decrease in the APV of accrued pension benefits 

Pensions paid $5.356 $5,356 $5,356 $5,356 

Refund of contnbut1ons 0 0 0 0 

Lump sum payments and transfers 180 180 180 180 

Salary experience gains 979 979 979 979 

All other experience gains 545 545 545 545 

Negotiated Salary Increases 1, 104 1,104 1,104 1,104 

Change in inflation rate and salary growth rates from 
0 0 3,461 3,461 Basis 1 

Change in other actuarial assumptions and methods 36 36 36 36 

$8,200 $8,200 $11,661 $11 ,661 

4 Net increase in the APV of accrued pension benefits $1,860 $5,835 $2,374 $6,389 

5 APV of accrued pension benefits at December 31, 2015 $113,864 $117,839 $114,378 $118.393 

6 Annual current service cost at January 1, 2016 (BOY) $2.523 $2.671 $2 574 $2,727 

Change to commuted value assumption to value benefits payable upon termination 
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We have the following comments on the results· 

• Our valuation of the actuarial present value of the accrued pension benefits as at 
December 31, 2015 and the 2016 current service costs are based on membership data as 
at August 31, 2015. The actuarial present value of accrued pension benefits as at August 
31, 2015 is then extrapolated forward to December 31, 2015, reflecting expected cashflows 
and the actual inflation adjustment as at January 1, 2016 of 1 30% for pre-2010 service 
and 0.91 % for post-2009 service. The 2015 mid-year current service is based on 
membership data as at August 31, 2014. A summa~ of the membership data as at August 
31, 2015 was included with our email of October 23', 2015 to Glen Tunney. 

• We understand that the Province adopted Last Year's Basis 4 in establishing the actuarial 
present value of accrued pension benefits as at December 31, 2014. This is the same as 
Basis 1 for the current year. 

• We have assumed that any change in the Province's assumptions (i e. nominal and real 
discount rates, inflation rate, and salary escalation rate would occur at December 31 
2015). 

The Expected Average Remaining Service Lifetime ( EARSL) of active employees at August 
31, 2015 and estimated for December 31, 2015, is 15.3 years. The increase 1n the EARSL 
from the prior year is primarily attributable to the change in assumed termination and 
retirement rates. 

The net experience gain incurred on the plan liability since the prior year was primarily 
attributable to the lower than expected level of inflation for the January 1, 2016 indexing 
Other experience gains and losses were relatively small 

The figures presented in this letter exclude the Ontario Teachers' Retirement Compensation 
Arrangement ("OTRCA"), which provides benefits to members that are in excess of those 
permitted to be provided from the registered pension plan. The Province has requested 
information on the OTRCA based on what will be reported in the OTRCA's 2015 financial 
statements, and does not require calculations on any other basis. 

While the actuarial demographic assumptions used to estimate liabilities for the Plan represent 
the Ontario Teachers' Pension Plan Board's best estimate of future events and the economic 
assumptions are as provided by the Province, and while in our opinion the assumptions used 
for the valuation are appropriate provided the Province selected the economic assumptions in 
accordance with the Chartered Professional Accountants of Canada Public Sector Accounting 
Board Handbook ("PSAB Handbook"), the Plan's future experience will inevitably differ, 
perhaps significantly, from the actuarial assumptions Any differences between the actuarial 
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assumptions and future experience will emerge as gains or losses in future valuations, and will 
affect the financial position of the Plan at that time. 

We have tested the data for reasonableness and consistency, and in my opinion, the 
membership data on which the valuation is based are sufficient and reliable for the purpose of 
the valuation. In my opinion, the calculations have been made in accordance with my 
understanding of the reporting requirements under the PSAB Handbook and this report has 
been prepared, and, my opinions given, in accordance with accepted actuarial practice in 
Canada. 

If you have any questions, please do not hesitate to call. 

Sincerely, 

dJJW~ 
Lise Houle 

Copy: 
Scott Clausen, Mercer 
Jason Lipping, Mercer 
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Ontario Teachers' Pension Plan - PSAB Calculations 
Pension Expenditure - Amortization of Initial Unfunded Liability 
Pension Liability- Unamortized Initial Unfunded Llablllty 

Fiscal Year Source 1990-91 1991-92 1992-93 1993-94 1994-95 1995-96 1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 

Closing pension liability "liability" sheet 4,875 
50% of closing pension liability formula 2,438 

EAR SL Input data 14 
Annual amortization formula 174 174 174 174 174 174 174 174 174 174 174 174 174 176 

Unamortized balance formula 2,264 2,090 1,916 1,742 1,568 1,394 1,220 1,046 872 698 524 350 176 

''*"Amount has been fully amortized by 2006-07 and no longer applies ..... . 

doc_ 7 OTPP (incl RCA) Calculations 2015-16 PAv2 (Basis 3) 1r·t,a1 utl 09/1,-1-/2'.l 6 2:40 P 
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Ontario Teachers' Pension Plan - PSAB Calculations 
Pension Expenditure · AmorUzaUon ol Oltterenco Botwaon Employer an:I Employee Contributions. 
Pon~on llablllty • Unemortlzod Olfforcnco Between Employot end Employee Contributions 

Flscal Year Source 2010·11 2011-12 2012·13 2013· 14 2014·15 2016· 16 20111-17 2017-18 2018-19 2010-20 2020·21 2021·22 2022·23 2023·24 2024·25 2025·26 2026·27 2027·28 2027·28 2027·28 2028·29 2029·30 

Stop 1: Ontnrlo'c. ovor (undor) contribution· ffsc.11 yo:ir 
Ontario contnbulion. fiscal year t,..,Ja 1npu1 
Leu; Ontario 1pecl1I paymenll lor loregone CPI· If seal year 
Le~s employee conlnbuli<Hl!i · colend'or year D.lla mput 
\ e&s other employer5,' conlribullons calendor 't'ear Dato mpul 

Onlnno ove1 (underJ contnbution lonnu/s 

Slc}! 2. Amortization of dllferonco In contributions 
SO-, o l Onlmio's over (U•lde1) con111bulion 

ea:pecled average 1emaming sefV1co tile ol emplo~l!S H AFl~l J 
Atmu,,t 11m0111zat1on ol d,tfeumce ,n contnbulions 

Stop 3: Annual amortization ol dJtterenco In contributions 
nmortizclion ol 1993-94 di1fe19nce 
amo111zalion ol 1994·95 d1llerenc11 
nmo111zatmn ol 1995-96 d1llerenc• 
nmorhzo11on ol 1996·97 dUlerencP 
amo1hznlion ol 1997·98 dillerenco 
nm(JthlrJt1a1, o f 1998·99 dttle1ence 
1nlOlhZah01l al 1999·00 dillerencu 
nmOlliznllon ol 2000-01 dtllerente 
amrnllznllon ol 2001·02 dillerence 
nmorl1znt1on ot 2002·03 difference 
amorltzahon CII 2003-04 dilferen'-t' 
nmorl1zalion ol 2004·05 dillerem e 
nmorllzallon of 2005·06 dilferenco 
nmo111zo1mn ot 2006-07 dillerence 
amo11iza11on ol 2007-0B dillerenc& 
omothzalmn ol 2008-09 dtlle1ence 
nmoltlzolmn or ~ 1o c1nr1tncf' 
amolhUJl ion ot 20 1c.- 1 t dfthu!nlC~ 
omartrzullon cit 2011.12 d tt1renc.9 
amorl1zalion ol 2012·13dtle1ence 
omorhUJt1on o1 2013-14 di1terel"lln 
nmortiz.otionot 201'915clfl•1 

irtl:lnhcnof201S-16d -
<1ti.znlion of 2011 17 cl 

amoctizabonCJI 2017-lB<lllerence 

I 

to1mulo 
Duramput 
rvrmula 

S!ep 2 
Siep 2 
Step 2 
Stop 2 
S lep 2 
Slep 2 
Slep 2 
Slep 2 
'' lep 2 
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Total annual amortization of difference in conlributions 

Stop 4 Un:1mortl1od dlfferonco In contrlbulion1. 
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Ontario Teachers' Pension Plan - PSAB Calculations 
Pension Liability - Adjustment for Dfferent Year Ends Between Pension Plan and Province , 
Calendar Year Source 2005 2006 2007 2008 2009 2010 201 1 2012 2013 2014 2015 2016 2017 2018 2019 

Opening pension liability "liability" sheet (4,607) (5,30 1) (5,921) (7,409) (9,653) (1 1,892) (13,525) (15,248) (1 6,344) (17,603) (19,607) (22,590) 126,852) (31,9851 (37,820) 
Pension expendituie "expense" sheel 97 20 1 (428) (1,088) (831) (285) (318) 361 269 (411) (1,346) (2,557) (3,362' (4,003) (4,550) 
Less. employer cont1ibution Input data (781 ) (820) (1,060) (1 ,156) (1 ,408) (1,348) (1,406) (1.458) (1,527) (1.593) ( 1,637) (1,704) (1,771 , (1,832) (1,894) 
Less: transfers from olhe, plans Input data 10 

ndmg pension hdbility (0111111/a (5,30 1l (5,921l (7,409l (9,6531 (1 1,8921 (13,5251 (1 5,2491 (16,345l (17,602l (19,6071 (22,590l (2~852! (31,9851 137,820) (44,264/ 
checking vs "liability" sheet 1 1 (1) 

Fiscal Year Source 2005-06 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 20 12-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 

Opemng pension liabillty /01mula (3,613) (4,256) (4,851) (6,087) (8,245) ( 10,321} (11,923) (13,584} (14,616) (15,808) (1 ';', 745) (20,689) (24,911 ) (30 006.1 (35,803) 
Pension expenditure "expense• sheet 97 201 (428) (1 .088) (831) (285) (318) 361 269 (41 1) (1346) (2,557) (3362 (4,003) (4,550) 
Le% employe1 cont11but1on lnpul data (vol 1) (740) (795) (808) {1 ,070) (1,245) (1,316) (1,344) (1393) 11,461 ) (1 .526) (1 .598) (1.664) t1 733' {1,794) (1,858) 
Audit adjustment nla n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a nla n/a 
Endmg pension /Jab111tv fo1m11/a (4,2561 (4,851 ) (6,0871 (8,245/ (1 0,321/ (1 1,923/ (13,584l (14,616/ (15,808/ (17,745) £20.689/ (24,9111 (30,006.' 135,803} (42,211/ 

Difference arJ1ustrnent n,quired 1 045 1,070 1,322 1,408 1,57 1 1.603 1,665 1.729 1.794 1,862 1,901 1,941 1,980 2,017 2,053 

Cumulative transfers flom othe1 plans (150) 
EAR SL 14 

Annual amortization of cumulative transfers from other plans -11 -11 -11 -11 -11 -11 -11 -11 -11 -11 -10 -10 -10 -10 -150 

Unamortized balance (139) (128) (117) {106) (95) {84) (73) {62) (51) (40) (30) (20) (10) 0 
Accumulated arno11izat1on · 11 ·22 ·33 ·44 .55 66 -77 88 99 -110 ·120 130 ·140 ,150 

Adjustment for different year ends 1,045 1,059 1,300 1.375 1,527 1,548 1,599 1,652 1,706 1.763 1,791 _!.~.~.877 1,903 

doc_7_0TPP (incl RCA) Calculations 2015·16 PAv2 (Basis 3) ear end 09/14/2016 2'40 PM 





Ontario Teachers' Pension Plan - PSAB Calculations 
Special Payments for foregone CPI Index post 2009 Service 

• 
Calendar Year Source 

CPI Special Payments - calendar Input data 

Fiscal Year Source 

CPI Special Payments - Fiscal Input data (vol. 1) 

Adjustment for Province's special payments for foreconge CPI Index 

doc_7 _0TPP (incl RCA) Calculations 2015-16 PAv2 (Basis 3) 

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2019 2018 2019 

2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 201 6-17 2017-18 2018-19 2018-19 2018 19 

2 3 3 3 3 3 3 

CPI Special Payments 09/14/2016 2:41 PM 





Ontario Teachers ' Pension Plan - PSAB Calculations 
Pemaan Expondilure 

201 ,Cl 

Colondo, Vear Sour ca 1990 1091 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 201' 2012 201:J 2014 2<' 5 

so~. Pen•uon E:tpenddure Reflecmg Accounting Policy to, Joml PlaM 

Cunenl penod beneht co$l lo1mula 50' ofbelow 465 590 $94 585 646 682 669 602 653 651 650 770 848 868 878 955 998 1 051 1118 1175 1,217 1283 I 396 1,327 1462 1,451 

Amon1zo11on ol expenonce gmn!i- formulo ro qlbelo\l na 156) (3 11 1129) 74) 1147) 11901 1220) (326) 1485) (568) 1235) (2471 (222) (233) 12341 (2351 (355) 15571 (458) (2941 1245\ (91) 35 1156 (382) 

Pon!Joninte1esletp41nditu1e kJ1mulo 5lf' olbelo,, 167 210 11 ' 111.l 140 71 18 (63) (188) (353) (374) 1250) (272) (261) (281) (2581 !381 1 5361 0481 ) 1'3971 1495 1387 r (457 1 ao1, 19311) 
Cost ol pbn omendrnenl fo1111uf11 'ill" olbolo\ 129 1,007 2,260 
Recln::.sili,c-al1on IOJn\ufo so· olbelow 250 (250) 
LPS! f£,co0nilion ol unnmortized ei:pPrK!nro gain• formuln 50 ollJelo\' (370) (757) (2,2601 
Lim,. omortu.oUon ol nit&al unlll\ded labiltty 1r11hnlulr &heel 1174 1 (174\ 174) 1174) (174) (1741 (174\ (174) (1741 t '741 11741 (1741 1174) 11761 
lottt 00\0thl'Dlion I wmubliw lrnn .fen lronl otho, lorOOO ~ >I bN,, 61 \Gl 6 (6) 161 16) (Ll 6 \6) IB) 
Amor1i1nlt00old1Ueumceinc.onlnbullon! conlnbullont.!l1{>el no no nn (10) 116) !13) tH 18 36 39 40 43 44 42 40 39 36 44 40 36 118) 120> t24) (25) 12'71 

Pension expense formulu 632 744 679 399 491 496 375 244 126 (158! (405! 29 221 241 250 305 359 354 60 266 523 519 892 875 569 118 

Uruounded :!'21 360,000 24l 420 000 ;:so 387 soo 30S.21s ooo 359 260 294 353,AIO 919 SP,572 794 266828.063 &23012,256 519141 361 892,031 701 874 088 194 568,818 171 118,324,D44 

10M .. Pom1ion Expcndilure 

Cunenl penod benehl cost Onloinpul 930 11 80 1,1 08 ~ HO ~2 1.363 1337 l 204 l 305 1301 1 300 lS39 1695 l 735 I 756 1909 1 995 c. 10'".! 2 ~36 2349 l434 . 565 2,791 2654 2924 U02 
Lei;s employee&olhoremploye,s conlnbu11011& Ooloinpul 1534 ) 1600 (7l'O) 1698) 17191 626) !619) 1590) (621) 1629) \624) 1638) !675) 11os1 (737) 178-0 t8091 1059) 1138) 11 302) 1338) 11 4<Y.1~ 11,474) 1 540 1,610) (1,648) 

AmoT11znlio11 ol experience gaint. eipe11"nc' t )l,I ~hoe1 1111 \61) 1257) 148) WJ) 380) 439) (651) 1970) f1 135) (470) 14031 1444 ) (466) 14671 470 , 710) {1113 91G) \587) 490 ( 1811 70 131~) (7Zl) 
Pansiontnleto!.lexpendilu1e kll&1es1·!JK!(II 335 410 231 253 o.. 18 96 143 35 (126) 377) 7071 1749) ,oo, 1544 1 (5211 l5b1 l 1515 761) (1,073· 962 (794) ,990 (775) 915) 1,-413) (1,877) 

eo~, ol pion omendmona DnlO,nptll 258 i: Ol3 4519 
Red.l!.!Jlic.nlion 500 (500) 
Recognihon ol un.1111orttzed experience gmn~ 9JIHHl&flCf:lglli ~~el 1758) 1,513 4.519) 
100' • Pen~n expendllure bolore omOOizo1ioo of IJ lormula 882 "38 468 643 740 481 210 \931 1675) 11 166\ 1318) 28 32 97 201 428) (1 ,088) 831 1285 (3f81 361 269 (411) (1,3461 

Lt u.. umonilnltoo of cumubl,.,. rmnt1111 lrom olhor y1in1 ond"· rhHI II 11 11 11 11 111) 11 1 · 11 -11 

,oo-~" PenSJon expenrllluw formula 643 740 481 210 1031 16751 (I 1661 13181 28 42 32 97 190 (4391 (I 0991 18421 12961 (3291 350 258 i42:!I 11,351,1 

dnc 7 OTPP (incl RCA) calculntion• 2015·16 PAv2 ~Bmd, 3) og,14,2016 2:41 PM 





Ontario Teachers• Retirement Compensation Arrangement - PSAB Calculations 
Pension Expense 

Fiscal Year Source 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 

50% Pension Expenditure Reflecing Accounting Policy for Joint Plans 

Current period benefit cost formula - 50% of below 5 5 6 8 7 7 3 4 
Amortization of experience gains formula - 50% of below (18) (18) (11) (8) (8) (7) (8) (12) 
Pension interest expenditure formula - 50% of below 2 2 3 4 3 3 4 3 
Cost of plan amendment formula - 50% of below 
Less: recognition of unamortized experience gains formula - 50% of below 

Pension expenditure formula (10) (11) {1) 3 3 3• (1) (5) 

(9,590,855) (10,726,960) (1, 140,540) 3,435,811 2,654,286 2,985,463 (1 ,129,382) (5,141,251) 
Add: 

100% Pension Expenditure Impact m 201 (1, 140,540) 

Current period benefit cost RCA data 11 10 Fong, Pauline (MOI'): ~ 7 8 
Less: employee & other employers contributions RCA data (4) (3) 

See below: ) 
(6) (8) 

Amortization of experience gains "RCA exp g(I)" sheet (35} (36) Use $10M for PA and RbP. Included as art of ) (16) (24) 
Pension interest expenditure "RCA Interest" sheet 5 5 experience gains/losses. 7 5 
Cost of plan amendment RCA data 
Recognition of unamortized experience gams "RCA exp g(I)" sheet 

100% Pension expenditure formula (23) (24) (8) 1.61 0 (3) (8) {18) 

To bring ministry liability to be in line with PSAB 

n Budget and in PA for RCA liability 
Dr. Liability RCA on EDU's books -5 -3 -3 

Dr. Pension RCA Expense 

Total expense for RCA (2.01454) (4.12938) (8.14125) 

doc_7 _0TPP (incl RCA) Calculations 2015-16 PAv2 (Basis 3) RCA exp 09/14/2016 2:41 PM 
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Ontario Teachers' Pension Plan - PSAB Calculations 
Pension Liability 

Calendar Year Source 

50% Pension Liabil ity Reflecing Accounting Policy for Joint Plans 

Accrued benefit obligation, closing balance 
Reclassification 
Less: pension fund assets, closing balance 
Unamortized experience gains 
Adjustment for different year ends 

Adjustment for OTPP receivable from Proivnce 
Unamortized initial unfunded liability 
Unamortized difference in contributions 

Pension liability at March 31 

Continuity 
Opening pension liability - March 31 
Pension expenditure 
Less: Employer contribution - fiscal year 
Closing pension liab1fity - March 31 
checking 

100% Pension Liability 

Accrued benefit obligation. closing balance 
Reclassification 
Less: pension fund assets, closing balance 

Pension //ability (surplus. 
Unamortized experience gains 
Adjustment for OTPP receivable from Proivnce 

Pension liability at December 31 

Adjustment for different year ends 
Pension liability at March 31 

formula - 50% of below 
formula - 50% of below 
formula - 50% of below 
formula · 50% of below 
formula - 50% of below 

ufl" sheet 
"contributions" sheet 

formula 

above 
"expense" sheet 
Data Input 
formula 

Data input 

Data input 
formula 
"experience g(I)" sheet 
Data input 
formula 
• ,.... Pl Speci§lffil'TT~nts~· sheet 
"year end" sheet 
formula 

doc_7 _0TPP (incl RCA) Calculations 2015-16 PAv2 (Basis 3) 

2008 2009 

46,011 48,304.00 

(53,479) (54,556.00) 
2,617 276.84 

687 763.52 

24 28.99 

113 177.26 

(4,027) (5,005.39) 

• 
2010 2011 2012 

49,559 51,847 52 ,977 

(57,123) (57,843) (59,932) 
772 (1,648) (1,237) 
774 799 826 -

29 20 20 

?01:1-14 

2013 

54,762 

(65,434) 
1,851 

853 

~---
19 

' '014· 1~ 

201 4 

56,901 

(71,538) 
4,816 

882 
(1) 
18 

• 
2015-16 

2015 

58,184 

(78,489) 
8,991 

895 --

19 

190 202 222 238 256 254 

(5,799) (6,623) (7,124) _ ~-~'~11) (8,667) ~ 147) 

-4,026,643,589 -5,005,385,684 -5, 798,635,294 -6,622,806,890 -7, 123,832, 154 (7,710,599,909) (8,667 ,082,410) (10, 146,996,453) 

(3,016) (4,027) (5,005) (5.799) (6,623) (7,1 24) (7,711 ) {8,667) 
60 266 523 519 892 875 569 118 

(1.010) (1,245) (1.316) p ,344) (1.393) 11,461 l L1 ,526L~ __ ~59BJ 
(4, 027) {5,005) (5, 799) (6,623) fl, 12j_) (7~~H» (8,668) _110.1471 

(0) (O) 1 (1) 

92,022 96,608 99,11 7 103,693 105,954 109,524 113,801 116,367 

(106,957) (109,112) (114,246) (115,685) (119,864) J13_Q,867l ~~,076L~-~- fi~~~B) 
14,935) (12,504) (15, 129) (11 ,992) {13,910) (21 ,343) (29,275) (40,611) 
5,235 554 1,545 (3,296) (2,473) 3,702 9,631 17,983 

47 58 59 40 39 38 37 38 
(9,653) (1 1,892) .I.!...3,525) (15,248) (16,342) (17,603) (19,607) _ .(22_(590 . 

---- ___ ;J (2) ----' 
1,375 1,51_7' 1,§_1§_____ ___ 1,§9!:J_ 1,§5_2 1,70_§ -- 1,763 1,791 

(8,278) (10,365) (11,978) (13,649) (14,692) (15,898) (17,846) (20,80~ 

liability 
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Ontario Teachers' Retirement Compensation Arrangement - PSAB Calculations 
Pension Liability 

Fiscal Year Source 

50% Pension Liability Reflecing Accounting Policy for Joint Plans 

Accrued benefit obligation, closing balance 
Less: pension fund assets, closing balance 
Unamortized experience gains 

Pension liability at March 31 

Continuity 
Opening pension liability - March 31 
Less: fiscal year contributions 
Pension expense 
Closing pension liability- March 31 
checking 

100% Pension Liability 

Accrued benefit obligation, closing balance 
Less: pension fund assets, closing balance 

Pension liability (surplus) 
Unamortized experience gains 

Pension liabHity at March 31 

formula - 50% of below 
formula • 50% of below 
formula - 50% of below 

formula 

above 
"RCA data" sheet 
"RCA exp" sheet 
formula 

RCA data 
RCA data 
formula 
"RCA exp g(I)" sheet 
formula 

doc_7 OTPP (incl RCA) Calculations 2015-16 PAv2 (Basis 3) 

2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 

114 148.00 192 196 190 172 165 155 
(7) (6.86) (8) (8) (9) (12) (13) (13) 
86 38.61 -9 -12 (7) 11 12 11 

192 179.75 175 176 175 170 164 153 

193, 161,612 179,984, 133 176,472,309 175,835,899 174,530,399 170,431,899 164,063,399 153,051,399 

205 192 180 175 175.836 174.530 170 164 
(3) (2) (2) (2) (2.465) (5.406) (5) (3) 

(10) (11) (1 i 3 2.654 2.985 Pl ,si 
193 180 176 176 176.025 172.110 164 156 

0 1.042 0.647 1.495 1.678 0 3 

227 296 384 392 380 344 330 309 
(111__ ··--- ___ (1..1L _J1fil.___ (16) _J.1.ZL __ ~~~ (26) (25) 
213 282 369 376 363 320 304 284 
170 76 (1§)) {2_fil_ _ (15) 20 23 21 
383 358 350 350 348 340 327 305 

RCA liab 09/14/2016 2:44 PM 
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Ontario Teachers' Pension Plan and Retirement Compensation Arrangement 
Total Pension Liability and Expenditure Reflecting Accounting Policy for Joint Plans 

Calendar Year Source 

Pension Liability Reffecing Accounting Policy for Joint Plans 

Accrued benefit obligation. closing balance 
Reclassification 
RCA pick up closing liability 
Less pension fund assets. closing balancti 
Unamortized experience gains (losses) 
Acljustmenl for different year ends 
Adjustment for OTPP receivable from Pro1vnc; .. 
Unamortized initial unfunded liability 
Unamortized difference in contributions 

Pension liability at March 31 

Continuity 
Opening pension liability March 3 1 
Pension expenditure 
Less Employer contribution - fiscal yea, 
Closing pension /iab1//ty March .11 
checking 

"liability" + "RCA liab" 
"liability" 
"RCAliall" 
"liability' + "RCA liab" 
"liability" -~ "RCA hab' 
"liability' 
'liability' 
' liability" 
"liability" 

formula 

above 
b1~low 
Datd lnpul 
to,mu/a 

Pension Expenditure Reflecing Accounting Policy for Joint Plans 

Current period benefit cost ·expense"+ "RCA exp" 
Amortization of experience gains "expense" + "RCA exp• 
Pension interest expenditure "expense" + "RCA exp 
Cost of plan amendment "expense" + "RCA exp" 
Reclassifica1ron 'expense" 
RCA pick up closing liability "RCA exp" 
Less: recognition of unamortized experience gains "expense" ~ ''RCA exp' 
Less: amortizalion of initial unfunded liability "expense" 
Less· amortization of cumulative transfers from other plans "expense' 
Amortization of difference in contributions "expense" 

Pension expenditure formula 

Net Journal Entry in a modified cash environment 

Pension expenditure 
Less: cash contribution made by Onta110 (fiscal year) 

Net journal entry 

checkinu 

above 
input data 
formula 

doc_7 _0TPP (incl RCA) Calculations 2015-16 PAv2 (Basis 3) 

· 0 1J-14 .!014 15 2015-16 
2008 2009 2010 2011 2012 2013 2014 2015 

46,125 48,452.00 49,751 52,043 53.167 54,934 57,066 58,338 

(53,485) (54,562 86) (57 ,131) (57,850) (59,941) (65,446) (71,551) (78,502) 
2,703 315.45 764 (1,660) (1 ,243) 1,862 4,828 9,002 

687 763 52 774 799 826 853 882 895 
24 2899 29 20 20 19 18 19 

113 177.26 190 202 222 238 256 254 

(3,834) (4,826) (5,623) (6,447) (6,949) JL_5~C>)~~~~~t8,502) (9,992) 
(3,834,389,190) (4,825,633,785) (5,623,205,395) (6,446,970,991) (6,949,301,756) (7,539,668,010) (8,502,019,011) (9,992,445,054) 

IFIS (992.316,327) 

(2,811) (3,834) (4.826) (5,62~i) (6,447) (6 ,949) (7,540) (8,502) 
50 255 522 523 895 878 568 113 

(1,073) (1,246) (1,318) (1,346) (1,396) (.1,4~~ ~ 11231) (1,601) 
(3,833/ (4,825) (5,622) (6,447) (6,948) (7,537) --- ~(8,503) (9.990) 

,123 
(574) 
(534) 

(6) 
40 

50 
49,981 ,939 

0 1 0 1 2 (1) 3 

1,17947 
(476.00) 
(47886) 

(5.51) 
36.00 

255 
255, 101, 103 

1,223 
(305) 
(394) 

(6) 
2 

522 
521 ,871,716 

1,290 
(253) 
(49 1) 

1.403 
(99) 

(384) 

1,334 
28 

(454) 

1 465 
(164) 
(703) 

1,455 
(374) 
(936) 

(6) (6) (6) (6) (6) 
(1 1:!L . JgQL___ (24) _{25) {27) 

523 895 - 8'1'8"'" 568 113 
522,577 .172 Fong, Pauline (MOF}: 77,973,657 567,688,789 _ 113,182,79~ 

Use $885 for Budget and (5,000,000) (3,000,000) (3,000,000) 
PA. Indude $6M as part 872,973,657 564,688,789 110,182,793 

so 255 522 523 . 878 568 113 
(1,073) (1,246) (1 ,318) (1346) (1,396) (1,466) (1 ,531) (1 .601) 

(1 ,023) (991} (797J (824) (501} (588) ~ -----1'1., __ ~l 

0 (1) 

Summary 

• 
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Q 

Ontario Teachers' Pension Plan (OTPP) Actuarial Asset Value Adjustment (S millions) 

Calendar Gain/ 
Year (Loss! 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 Total 

1998 1,290 258 258 258 258 258 1,290 
1999 6,710 1,342 1,342 1,342 1,342 1,342 6 710 
2000 -1,117 ·223 ·223 -223 ·224 ·224 ·1 ,117 
2001 ·6,555 · 1,311 · 1,311 · 1,311 ·1 ,311 · 1,311 ·6,555 
2002 -8,256 · 1,651 · 1,651 · 1,651 · 1,651 · 1,652 ·8,256 
2003 5.400 1.080 1,080 1.080 1,080 1,080 5.400 
2004 3,636 727 727 728 727 727 3,636 
2005 5,929 1,185 1, 186 1,186 1,186 1 186 5,929 
2006 6,340 1,268 1,268 1,268 U '68 1,268 6.340 
2007 4,092 818 -818 818 81 9 819 ·4,092 
:woe 25,988 5,198 6, 1\JS 5,198 -5.HIB 5,197 ·25,989 
2009 4,073 816 81 5 815 814 814 4,073 
2010 2,644 '>29 529 529 529 528 2,644 
2011 4,247 850 850 849 849 849 4,247 
2012 6,555 1,311 1,311 1.3 11 13 10 1,310 6,553 
2013 4,673 936 935 931, 935 935 4,676 
2014 c----- 1.282 1282 1.282 1.281 1.281 6,408 
201 5 9,272 1,854 1.854 1,8f>.4 1,~ 9,272 

Smoolhmg ad1ustmenl 01 unammt1zerJ u1unsl(I0"5e~) 2,973 -9,644 ·3,480 1,535 7.434 11 ,164 3,629 19.525 12,705 ·6,656 1.414 9,660 9,897 11.400 14 442 9,061 4,991 1,855 

Gaml(toss) to be 1ecog111zect 1n yea, 1,585 764 1.379 30 2.610 3 443 2,835 2,747 .J,405 -3.823 1 693 4.439 4,905 6 230 5,38 1 4,070 3,136 1,855 

Losse~ mcurrnrJ between ~000 and 200~ 15.928 
Gains e>arred between 2003 and 2006 21.305 
Losses mcurred between 2007 and 2008 30,080 
Gains earned m 2009 4,073 
Gams earned m 201 0 2,644 
Gams earned m 20 11 4,247 
Gains earned m 2012 6,555 
Gains earned m 201 3 4,673 
Gams earned 1n 201 4 6.408 
Gains earned In 2015 9.272 37,872 

doc. 7 OTPP (mcl RCA) ca1cutal1ons 201 5-16 PAv2 (S.as, s 3) Smoolh,ng 09/14/201 6 2 4S PM 
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Ontario Teachers Pons on Pan 
Var·anco Ana1ysis 
March 31 2016 

Gurreol penod benefrt cost 
Arr.,rt1zat,on of experience gains 
PenslGn ,rierest (reven~) ecpense 
Cost ol plan amendment 
R~das31f1catKJO 
ACA pi;:k up clOGing liabibty 
Less recognition of ur.amortiz9'l expenence gains 
Less· a""'11zation of initial unfundea laability 
l .:ss: a,rortizaticn ,;f currulalive transfers from athlt plan& 
An~•zation ol difference in contnbutrons 
Other Adjustment Iv reconcilg ACA 

Pension expense 

Accrne<l beneftt ob~galion, closing balance 
Lgss: fC*ns 'cn fund assets, closing ba!ancE­
Unarrortized experienc<? gains (losses) 
Adjustment for d~feranl year ends 
,.,djustment for OTPP receivabl9 from Pro;v nce 
Unarrortized 1n~ial unfunded liab:lity 
unamortized dffference in contrt>utions 
Other Adju:;tments 

Pension liability {Asset) at March 31 

M Variance is within reason 

~~ 

Original 
Bud get 

1,412 
(373) 
(935) 

(6) 
(27) 

71 

2016 2015 

1,455 1.465 
(374) (1 64) 
(936) (703) 

(6) (6) 
(27) (25) 

!2! !3! 
110 564 

2016 2015 

58 338 57,056 
(78,502) (71,551) 

9 002 4,828 
895 882 

19 18 

254 256 
1 m 

(9 993) (8,503) 

(1) Actual r.urrent se,v,ce cost ,s hrgher than orginally forecasted du<! to 'he inc19a •e ctrve me1n,01s was hrgher than orginally forecastad 

year over year 
s ,. 

(10) -1% 
210) 128 ... (2) 
233) 33,. (2) 

O'o 
(2) 8' • 
1 '33°0 

(454! -80'I, 

year ovor year 
s % 

1,273 2% (3) 
(6,951) 10% (4) 
4,174 es•. (5) 

13 2°,M 
3°oM 

M 
(2) 1°,M 

~M 
(1 .492) 18'· 

budget to actual 
s 

43 
111 
( 11 

,. 
3'o (1) 
o•. 
o•. 

0% 
O!~ 

i2) #DIVIO! 

~ M 

(2) Increase in amortrzation garns ,s due to the follow ng Increase in amor1rzat,on o• ,nveslment gain from 2009 to 2014 as more ol the ,~vestrnenl gains from lhrs pP11od ,s included on 
p,;nsion fund assets. 

(3) Increase benefit obl igation 1s rna1nly due to 2015 current service cos! .Z015 p,;,riod interest expense less 2015 pe11od benefrt payments 
(4) The increase ,n prosion fund assets ,s due to rnore ol lhe 2009 to 201 5 investment gains are borng smoothed into p,;,ns1on lund assel closrng balance 
(5) The ur.arrortized experience gains have increase due, lo 2015 ,nvestmenl gains are now included ,n the unamortized expenence gams (losses) balance 

Ov~ran· OTTP pension expense has decreased horn p1101 year mainly due lo increase in armrtrzatron ol investment ga,ns from 2009 to 2014 as more of the investment gains from 
lh1s period is included on pension fund asset (are bE,,ng smoothed into pension fund assets) OTPP Pension not asset has 1ncreaserj due more of the 2009 lo 2015 investrl1<!nt gains 
a,.., be:ng smoothed into pension fund assets closrng balanc9 is hi\Jh"' than increase on accrued benol1I obligation. 

OG Account in Ministry 1 O 
Assel (Ob!igatron) March 31 2015 P;,r IFIS 
Assel (Obligatron) March 31 2016 PSAB Calculation 
Less Ccntributions 
PSAB Expense lo reconcile IFIS to PSAB Lrabihty Calculation 
PSAB Expense per PSAB Calculation 

Difference 

Assel (Obligat•m) March 31 2015 Per IFIS 
Add Coniribut,ons 
PSAB expense to be booked 

Assot (Obligation) March 31 , 2016 IFIS 

237610 
8,667 523 127 

10, 146 996 453 
( 1 598 238 087) 

118 764 762 
110324 044 

440 718 

8,667 523 127 
1,598 238 087 

110 324 04~ 
10,147,437,170 

237620 
( 164 931 053) 8 502,592,074 
( 153 051 399) 9 993,945,054 

(2 668 959) (1 600,907,046) 
(9 210 695) 109 554.066 
(B 141 251)i 110,182,793 I 
( I 069 444) (628,727) 1mmaterral 

(164 931 053) 
2 668 959 
!! 141 .251 

154.120,843 

8 502 592,074 
t 600 907,046 
1110,1_8~793 

9,!l!l~,316,327 
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2015 Gain available for snoothing based on expected rate of return assumption of 6.500A> 

Gains are derived from the expected rate of return based on Province's Investment return assumption of 6.50% 

Net Assets Available December 31, 2014 

Add: Total contributions in 2015 

Less: Total Benefit Payments 2015 

Adjustment for Interest on accounts receivable from Ontario 

Add : Interest Earned on Pension Asset based on expected of 6.75% 

Net Assets Available December 31, 2015 

Add: Average contributions in 2015 

Less: Average benefit payments in 2015 

Expected rate of return assumption of 6.50% 

Closing Expected Pension Assets 

Net Asset s Available December 31, 2015 

Gain available for smoothing 

154,476 

1,650 

(2,769) 

153,357 

6.50% 

9,968 

154,476 
3,299 

(5,537) 

(38) 

9,968 

162,168 

171,440 

(9,272 ) 

Note: The Province has moved to Basis 3 The assumptions is Basis 3 is adopted at the end of the year. Therefore the expected 

rate of return assumption at the beginning of the year is used for this year (i.e. 6.50%). For Fiscal 2016-17 the expected rate 

return of 6.25% will be used to calculate the smooting adjustment. 

doc 7 _0TPP (incl RCA) Calculations 2015-16 PAv2 (Basis 3) 
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