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Current holding messaging for the Minister

There will be a delay in the tabling of Public Accounts because of ongoing discussions
between public servants within the government and the Auditor General regarding the
accounting treatment of the Public Accounts.

| have directed senior Treasury Board officials to work with the Office of the Auditor
General to develop a plan to finalize and table the Public Accounts as soon as possible.

As indicated in the 2016 budget interim results, Ontario is on track to beat its deficit
targets and we are committed to balancing the budget in 2017-18.

Lower than forecast deficit projections confirm that our government’s plan to achieve
fiscal balance in 2017-18 is working, while we continue to invest in the programs and
services that matter to Ontarians.

Keeping the public informed through transparent financial reporting remains a priority. In
the spirit, as part of the 2015-16 Annual Report and Consolidated Financial Statements
we have built new data visualization tools to help the public understand Ontario’s
finances. These tools will be available when Public Accounts are released.
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Key messages — post release

The government has released its 2015-16 Annual Report and Consolidated Financial
Statements to ensure transparency with respect to province’s financial position.

This marks the seventh year in a row that Ontario has beaten its deficit target.

Ontario remains committed to balancing the budget in 2017-18, while continuing to
invest in the priorities that matter to the people of Ontario, such as healthcare,
education and infrastructure.

To remain clear and transparent, the government has chosen to exercise its statutory
authority to regulate the treatment of a particularly complex accounting issue.

The government’s regulation addresses the issue in a manner that is consistent with the
outcome recommended by the Auditor General with respect to this accounting item.
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News Release

Ontario Deficit $3.5 Billion Lower Than Projected
Province Remains Committed to Balance the Budget by 2017-18

News

Ontario’s Annual Report and Consolidated Financial Statements for 2015-16 show
Ontario’s deficit is $3.5 billion lower than the $8.5 billion projected in the 2015 Budget,
and $0.7 billion lower than the $5.7 billion in the 2016 Budget interim projection. The
province’s deficit for 2015-16 is $5 billion.

This marks the seventh year in a row that Ontario has beaten its deficit target. Ontario
remains committed to balancing the budget in 2017-18 while remaining balanced in
2018-19.

Ontario is a recognized leader in financial reporting. The CD Howe Institute, an
independent research organization that assesses the fiscal planning and reporting of
governments in Canada, has commented positively on the financial reporting practices
of Ontario, including Public Accounts, the annual Budget and Estimates.

In preparing the Annual Report and Consolidated Financial Statements, professional
public servants and the Auditor General have engaged in discussions regarding the
treatment of a complex accounting issue that is subject to a range of interpretations.

To remain clear and transparent, the government has chosen to exercise its statutory
authority to regulate the treatment of this particular issue. The government regulated
that treatment in a manner that is consistent with the outcome recommended by the
Auditor General regarding this accounting item.

The government is releasing these documents to ensure transparency with respect to
province’s financial position.

The government is continuing to make investments that create jobs, expand
opportunities and enhance prosperity for all Ontarians while investing in people's talents
and skills, building new public infrastructure like roads and transit, and creating a
dynamic, innovative environment where business thrives.
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QUOTE

“The Annual Report and Consolidated Financial Statements for 2015-16 show that our
government’s plan to achieve fiscal balance by 2017-18 is working. We will continue to
build on our track record of responsible fiscal management, while investing in vital
government services such as health care, education and infrastructure that are
important to the people of Ontario.”

— Liz Sandals, President of the Treasury Board

QUICK FACTS

e The 2015-16 Financial Statements compare Ontario’s actual performance to what
was planned in the 2015 Budget.

e The Financial Statements are prepared by the Government of Ontario in accordance
with legislation and the accounting principles for governments recommended by the
Public Sector Accounting Board (PSAB) of the Chartered Professional Accountants
of Canada (CPA Canada).

e The government’s path to a balanced budget remains focused on achieving better
outcomes and lowering costs through Program Review, Renewal and
Transformation (PRRT) and maintaining the integrity of Provincial revenues while
continuing to invest in the priorities that matter to the people of Ontario, such as
healthcare, education and infrastructure.

LEARN MORE

e Read the 2015-16 Financial Statement [update hyperlink]

e Learn about the government’s fiscal cycle

e Learn about how the government is investing in vital programs and services [insert
link to backgrounder]

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

Improving Outcomes for Ontarians

The 2015-16 Annual Report and Consolidated Financial Statements show Ontario’s
deficit is $3.5 billion lower than the $8.5 billion projected in the 2015 Budget, and $0.7
billion lower than the $5.7 billion in the 2016 Budget interim projection.

Accounting Standards

Treasury Board Secretariat prepares the financial statements of Ontario in accordance
with the accounting principles and standards for governments recommended by the
Public Sector Accounting Board.

These accounting standards are common, nationally recognized standards used by
governments across Canada in their financial reporting.

Openness and Transparency

As part of its commitment to Open Government, digital technology was used for the first
time to visualize the province’s financial information in an interactive and easy to
understand way. This year, Ontario is further increasing the openness and transparency
of the Annual Report and Consolidated Financial Statements by:

e Creating new data visualizations, including interactive bar charts and interactive
data tables.

e Creating a whiteboard video that explains Annual Report and Consolidated
Financial Statements in simple terms, and the important role it plays in
demonstrating financial transparency and accountability.

¢ Releasing data sets through Ontario’s Open Data Catalogue, including data on
government organizations, government business enterprises and Trusts.

Health Care

Building on Ontario’s Patient’s First: Action Plan, the government continued
transforming Ontario’s health care system in 2015-16 to become more patient-centred
and focused on better access to care, quality and value by:
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¢ Increasing investment in home and community care by five per cent annually:
$250 million in 2015-16, for a total of $750 million over three years.

e Increasing the hourly wages of publicly funded personal support workers caring
for patients at home and in the community by $1.50 per hour in 2015-16 to at
least $15.50 per hour, in the second of three annual increases totalling up to at
least $16.50 per hour by April 1, 2016.

e Appointing Ontario's first-ever Patient Ombudsman who will help address needs
of patients who have not had their concerns with health care organizations
resolved through existing complaint mechanisms.

Advanced Education and Skills Development

In 2015-16, the Ontario government made progress on its plan to help more people get
and create the jobs of the future by continuing to invest in student financial assistance
and expand access to high quality college and university education.

Over the past 12 years, government investments have resulted in more than double the
number of students qualifying for aid, while enrolment has increased by 38 per cent.

In 2015, 67 per cent of adults in Ontario had a postsecondary degree, diploma or
certificate — higher than the average of any OECD country.

Childcare, Elementary and Secondary Education

The government has made gains in building and supporting an integrated early-years,
elementary and secondary education system. This includes increasing funding for
schools and licenced child care, the establishment of the Ontario Early Years Policy
Framework and implementation of Full-Day Kindergarten.

In 2015-16, the government built on this success by:

e Increasing wages for early childhood educators and other child care
professionals in licensed child care settings by providing a $1 per hour wage
increase for eligible child care workers bringing the total wage increase up to $2
per hour, plus benefits.

e Increasing the five-year high school graduation rate to 85.5 per cent — the highest
level in the province’s history.
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e Doubling the funding for school renewal projects to $500 million in 2015-16 to
ensure our students are benefitting from safe, modern and efficient learning
environments.

Infrastructure

Ontario is making the largest investment in public infrastructure in the province’s history
— about $160 billion over 12 years, starting in 2014-15. Planned investments are
supporting over 110,000 jobs, on average, every year across the province.

In 2015-16, the Province continued to invest in hospitals, schools, roads, bridges and
transit, including:

e Completing construction of the $1.4 billion Right Honourable Herb Gray Parkway
in Windsor—Essex, which provides an express route to the country’s busiest land
border crossing.

e Ongoing construction of the Eglinton Crosstown Light Rail Transit line, which will
offer fast, efficient service and improve travel for commuters.

e Providing small, rural and northern municipalities with funding to build and repair
core infrastructure through the Ontario Community Infrastructure Fund.

e Completing the new Humber River Hospital, which offers a comprehensive range
of acute care services and support for inpatient and outpatient hospital programs.

Staying on the Path to Balance

The government is working towards a balanced budget through Program Review,
Renewal and Transformation (PRRT), a government-wide approach to multi-year
planning and budgeting that puts a heightened focus on evidence and outcomes to
inform funding allocations. But PRRT is about more than just savings targets — it is
about doing government differently — improving outcomes for Ontarians while freeing up
resources to reinvest in key government priorities, such as health care, education and
infrastructure.

Examples of successful PRRT initiatives include:

e Improving the sustainability of the Ontario Drug Benefit Program and patients’
access to drugs by making the program more efficient and effective. The
changes saved approximately $100 million in 2015-16 and will enable over $200
million in savings annually when fully implemented.
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e Changing the Second Career program by removing client targets for service
providers while ensuring funding support for eligible clients. This change will
generate approximately $40 million per year and will allow the government to
invest in the Canada-Ontario Jobs Grant and a renewed Ontario Youth Job
strategy.

e Reducing the government’s office footprint by over 820,000 rentable square feet,
which generated approximately $24 million in savings in 2015-16.

e Achieving approximately $56 million in savings through the consolidation of data
centres, early vendor payments and lower contract costs — including for software
and IT consulting services, laboratory supplies and security services.

e Achieving $7 million in savings from contracts related to government cell phone
plans and toll free lines.

The government is also transforming Ontario’s student aid system to help thousands of
students obtain greater access to advanced education and have lower levels of student
debt upon graduation. For students from lower-income and many middle-income
families, it would make the tuition portion of the average postsecondary experience free.
These changes will start in the 2017-18 academic year.

Matt Ostergard, Minister’s Office, 416-326-3839 www.ontario.ca/treasury-board-secretariat
Jason Wesley, Communications Branch, 416-327-4023 Disponible en francgais
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Media Information (optional for media kit)

The release of the 2015-16 Financial Statements

The government is releasing its Financial Statements to ensure transparency with
respect to province’s financial position.

The Financial Statements are a central component of the government’s annual financial
reporting cycle. In preparing these documents, the government makes every effort to
ensure that we are providing a faithful and consistent representation of the
government’s financial activities.

Ontario is a recognized leader in financial reporting. The CD Howe Institute, an
independent research organization that focuses on support for economically sound
public policies practices, has acknowledged the consistent basis used by Ontario for our
Budget, Estimates and Public Accounts as a best practice to supporting transparency
and accountability.

Treasury Board Secretariat prepares Financial Statements in accordance with the
accounting principles for governments recommended by the Public Sector Accounting
Board.

Ontario’s accounting standards were adopted in 2001 and Ontario Governments have
followed the same standards since then.

This year, in preparing the Financial Statements, professional public servants and the
Auditor General engaged in discussions regarding the proper treatment of pension
assets, a complex accounting issue that is subject to a range of interpretations.

The government regulated that treatment in a manner that is consistent with the
outcome recommended by the Auditor General.

Following a review of the Province’s accounting policies for pension assets related to
joint sponsored pension plans and in the interests of clarity and transparency, the
government has chosen to exercise its statutory authority to regulate the treatment of
this particular issue, in a manner that is consistent with the outcome recommended by
the Auditor General.
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The Public Sector Accounting Board has recognized the issue and is working with
governments across Canada to set an appropriate standard. Ontario will be part of this
national discussion.

Ontario’s main concern in addressing areas of disagreement is to ensure transparency

Particularly complex accounting matters require analysis, discussion and consideration.
We will be engaging the expert accounting community to support a full understanding of
the basis and nature of the differences. While a resolution is being sought, the
government believes releasing its Financial Statements is in the best interests of the
people of Ontario.
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Top Media Qs&As

Releasing unaudited financial statements

1. Why are you releasing your financial statements without the Auditor
approving them?

Earlier today | met with Auditor General to discuss the 2015-16 Public Accounts. |
did so because this year, the Auditor General presented the province with a new
interpretation of public sector accounting standards as it relates to the treatment of
pension assets.

After careful consideration, the Province agreed to the Auditor General’s
interpretation. The government passed a regulation to allow us to amend our
accounting policies in order to be consistent with the Auditor’s assessment of our
numbers.

This is a complex and technical accounting issue. In fact, the Public Sector
Accounting Board has initiated a project to review it.

In order to be transparent, and in the public interest, the government is releasing its
Financial Statements in order to show the province’s financial position.

We believe that this reflects the outcome recommended by the auditor with respect
to the treatment of the pension asset in question.

The AG’s opinion on the Ontario government’s 2015-16 public accounts has not
been provided to the government.

2. On what exactly do you disagree with the Auditor?

In the course of reviewing this year’s financial statement, the Auditor General
presented the province with a new interpretation of public sector accounting
standards as it relates to the treatment of pension assets.

After careful consideration, the Province agreed to the Auditor General’s
interpretation. In order to facilitate the Auditor’s interpretation, the government
passed a regulation to allow us to amend our accounting policies to be consistent
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with the Auditor's assessment of our numbers. We believe that this reflects the
outcome recommended by the auditor with respect to the accounting treatment of
the pension asset in question.

We believe we have done everything we can to comply with the Auditor General’s
interpretation, and we are disappointed that she hasn’t issued her opinion.

3. Was there something wrong with the accounting rules that the government
was using before?

No Ontario has followed the same pension accounting treatment for the past 14
years, and received unqualified (clean) audit opinions from the Office of the Auditor
General.

In 2016 the C.D. Howe Institute, an independent research organization that assess
the fiscal planning and reporting of governments in Canada, also commented
positively on the financial reporting practices of Ontario relating to its fiscal reporting
activities that include Public Accounts, the annual Budget and Estimates.

4. Why hasn’t the Auditor General raised this with you in the past two years?

| cannot speak for the Auditor General. Please refer your questions to the Auditor
General’s Office.

5. What is the government trying to hide by releasing unaudited books?

We are releasing our Financial Statements to ensure transparency with respect to
the province’s financial position. We believe that our Financial Statements reflect the
outcome recommended by the auditor.

Although these statements are unaudited, it's important to stress that the Province’s
financial results show that the government has once again beaten its deficit targets
and is on track for a balanced budget by 2017-18 and remaining balanced in 2018-
19.

The government is now including five-year trends in its Public Accounts. The
increased disclosure and discussion on five-year trends is in line with recommended
disclosure practices of the Public Sector Accounting Board. This increased
disclosure enhances the quality of financial reporting to the public, Legislature and
other users to better meet their transparency and accountability needs.
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In addition to the disclosure in the Annual Report, the government is also making
available supplementary information through online data visualizations.

6. Are you fudging the books to try and show your finances are better than they
really are — is that why the AG won’t sign off?

We are releasing our Financial Statements to ensure transparency with respect to
the province’s financial position. In fact we have implemented legislation that allows
our officials to sign off in a way that is consistent with the AG’s assessment of our
numbers.

Prior to this change, Ontario had followed the same pension accounting treatment
for all of the past 14 years. This had been accepted by the current Auditor General
for the last two years. It has also been accepted by three previous Auditor Generals.
There has been no change to the relevant accounting standards over the past 14
years.

Although these statements are unaudited, it's important to stress that the Province’s
financial results show that the government has once again beaten its deficit targets
and is on track for a balanced budget by 2017-18 and remaining balanced in 2018-
19.

7. lIs this even legal — are you in contempt of the house by releasing your
financial statements before you table them in the Legislature?

TBC Legal
8. Has this ever happened before in Ontario? Anywhere else in Canada?
TBC OPCD

9. How are we supposed to trust your numbers if the Auditor General hasn’t
approved them?

In the course of developing its 2015-16 financial statements, the Auditor General
presented the province with a new interpretation of public sector accounting
standards as it relates to the treatment of pension assets.
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After careful consideration, the Province agreed to the Auditor General’s
interpretation. The government passed a regulation to allow us to amend our
accounting policies in order to be consistent with the Auditor’s assessment of our
numbers.

This is a complex and technical accounting issue. In fact, the Public Sector
Accounting Board has initiated a project to review it.

In order to be transparent, and in the public interest, the government is releasing its
Financial Statements in order to show the province’s financial position.

We believe that this reflects the outcome recommended by the auditor with respect
to the treatment of the pension asset in question.

10.So what happens next? When will you table the actual Public Accounts?

The government will continue to work with the Auditor General to expedite the
release of the 2015-16 Public Accounts.

11.Does the change in accounting regarding the assets of the Teachers’ or
OPSEU pensions plans mean those plans might be financially threatened?

Absolutely not. This issue relates solely to the Province’s reported financial results
and the Province’s historical practices of reporting pension assets.

The two pension plans in the Ontario Public Service — which are of the defined
benefit type — are healthy and well-funded.

The OPSEU Pension Plan is fully funded with a small reserve of surplus assets
standing to the credit of the joint-sponsors, while the Public Service Pension Plan is
nearly fully funded at 98%.

Both plans exceeded their target long-term rates of return in 2015. The Public
Service Pension Plan achieved a 6.14% return and the OPSEU Pension Plan
achieved an 8.0% return.

12.You hired outside experts to give you a third-party accounting opinion, but
you paid to get this advice. Didn’t they just tell you what you wanted to hear?

TBC OPCD
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13.The Auditor General has implied your Provincial Controller is in a position of
conflict because she used to work for Deloitte. How do you respond?

All employees that are hired into the Ontario Public Service swear two oaths, an
Oath of Allegiance and an Oath of Office. These oaths affirm that public servants will
faithfully discharge their duties, and comply with all laws and confidentiality
obligations.

14.The Auditor General says she raised this issue with you months ago. Why
haven’t you fixed this problem by now?

We have been working with the Office of the Auditor General to try to come to an
agreement on this issue.

The treatment of pension assets is a complex accounting issue. In fact, the Public
Sector Accounting Board has initiated a project to review pension accounting
standards. They are currently in the process of scoping their project and will be
seeking input from governments, auditors and other stakeholders to ensure that
accounting standards support transparency and accountability and meet user needs.

In order to be transparent, and in the public interest, the government is releasing its
Financial Statements in order to show the province’s financial position.

We believe that this reflects the outcome recommended by the auditor with respect
to the treatment of the pension asset in question.

15.1f you say you’re open and transparent, why didn’t you invite the Auditor
General to your media technical briefing?

The technical briefing was for the purposes of updating media and members of the
Opposition and the third party. However it was held in a public space in a
government building, and anyone was free to attend.

16.1s the government still committed to balancing the budget by 2017-18?
Yes. The Province’s financial results show that the government has once again

beaten its deficit targets and remains committed to achieving a balanced budget by
2017-18 and remaining balanced in 2018-19.
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17.The financial results show that the net debt and accumulated deficit has
ballooned by $10.7 billion? How did this happen and what are you doing to
address it?

This year, the Auditor General presented the province with a new interpretation of
public sector accounting standards as it relates to the treatment of pension assets.

After careful consideration, the Province agreed to the Auditor General’s
interpretation. The government made a regulatory amendment to allow us to amend
our accounting policies for the 2015-16 Public Accounts in order to comply with the
Auditor’s interpretation. The impact of the change resulted in an additional $10.7
billion being added to the net debt and accumulated deficit.

Despite this change, and as our results show, the government has once again
beaten its deficit targets and remains on track for a balanced budget by 2017-18,
and remaining balanced in 2018-19.

18. How will this affect the province’s debt? Does this mean the province owes
more money?

No. Total debt remains unchanged by the pension adjustment.

The change in the Province’s accounting treatment for pension assets of jointly
sponsored pension plans, while increasing net debt, has no impact on the Province’s
borrowing requirements.

19.Should taxpayers be concerned about the rise in net debt and accumulated
deficit?

No. The Province’s financial results show that the government has once again
beaten its deficit targets and remains on track for a balanced budget by 2017-18 and
remaining balanced in 2018-19.

The treatment of pension assets is a complex accounting issue. In fact, the Public
Sector Accounting Board has initiated a project to review pension accounting
standards. They are currently in the process of scoping their project and will be
seeking input from governments, auditors and other stakeholders to ensure that
accounting standards support transparency and accountability and meet user needs.
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We look forward to working with the Public Sector Accounting Board to ensure that
public sector accounting standards continue to support transparency and
accountability in reporting to the public, legislature and other users.

20.The Auditor General has recommended that the government work toward
implementing a long-term debt reduction plan with the target of reducing its
net-debt-to-GDP ratio to pre-recession levels of 27% This year the ratio has
risen again. What is the government doing to lower this ratio?

The government continues to maintain a target of returning to the pre-recession level
of 27 per cent. The first key step in achieving this is to balance the budget. Debt is
incurred for two main reasons: to finance deficits and to invest in capital assets.

The government plans to invest more than $137 billion in capital over the next 10
years. Most of these capital investments are amortized over a period of time
corresponding to the useful life of these assets. Even with a balanced budget, the
difference between the cash investment to build the assets and the amortization
(which is a non-cash amount) will continue to increase the debt.

The government’s plan to reduce the ratio of net debt to GDP therefore hinges on
both balancing the budget and investing in capital assets, both of which will help
achieve the 27-per-cent target.

21.What is the difference between “Public Accounts” and “Financial
Statements”?

Answer below needs fact check by OPCD

Our financial statements include the Province’s annual report and consolidated
financial statements. These documents provide financial highlights of the past fiscal
year compared to the Budget plan and report on performance in priority areas.

The full Public Accounts would also include these components, as well as:
e a report by the Auditor General containing an audit opinion
e supplementary financial information in three volumes

The full Public Accounts will be tabled with the house once the Auditor General's
audit opinion is available.
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22.You say you’re releasing your financial results in the public interest. Aren’t
you creating confusion by having two sets of books — yours and the AG’s?

The government passed a regulation to allow us to amend our accounting policies in
order to be consistent with the Auditor's assessment of our numbers.

We believe that this reflects the outcome recommended by the auditor with respect
to the treatment of the pension asset in question.

Ouir officials continue to work with the AG’s office. In the meantime, we felt it was in
the public interest to release our unaudited financial statements.

23.How different will the AG’s numbers be?

TBC OPCD

24.Why didn’t you just release Public Accounts last week to meet your legislated
timelines?

As stated in the house there will be delay in tabling the Public Accounts because of
ongoing discussions with the Auditor General to work through a complex accounting
issue.

Our officials continue to work with the AG’s office. In the meantime, we felt it was in
the public interest to release our unaudited financial statements.

25.Clearly the government is in a spat with the AG — releasing unaudited financial
statements seems like a slap in the face. What does this say about your
relationship with the AG?

The government respects the oversight and recommendations provided by all
independent officers of the Legislative Assembly of Ontario, including the Auditor
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General. As a government, we value our important and ongoing relationship with
each of these officers.

Ouir officials continue to work with the AG’s office to resolve this complex accounting
issue. In the meantime, we felt it was in the public interest to release our unaudited
financial statements.

26.The Auditor General claims you have been using creative accounting to
overstate your numbers — how do you respond to that?

That is simply not true.

The government passed a regulation to allow us to amend our accounting policies in
order to be consistent with the Auditor’'s assessment of our numbers. We believe
that this reflects the outcome recommended by the auditor with respect to the
treatment of the pension asset in question.

Prior to implementing this change, the government had followed the same pension
accounting treatment for the past 14 years. This had been accepted by the current
Auditor General for the last two years — resulting in unqualified (clean) audit
opinions. It has also been accepted by three previous Auditors General.

There has been no change to the relevant accounting standards over the past 14
years.

27.So0 at the end of the day if your numbers are the same what’s the issue?

TBC OPCD

28.What is the difference between “audited” and “unaudited” financial results?

In practice, there should be no difference between audited and unaudited results.

An independent audit of an organization’s financial results provides independent
assurance that the results fairly represent the financial position of the organization,
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and that those results are in accordance with generally accepted accounting
principles.

The Province’s unaudited financial statements include a Statement of Responsibility.
This statement describes how the financial report is prepared, and attests to the
government’s responsibility for the objectivity and integrity of the consolidated
financial statements.

The government also attests to its responsibility for maintaining appropriate systems
of internal control. The systems support the integrity and completeness of the
financial information reported.

29.What'’s the difference between a “qualified” and “unqualified” audit opinion?
Audit reports represent an auditor’s professional opinion on whether an
organization’s financial position and results of its operations are presented fairly in
its financial statements.

An unqualified, or clean opinion, is a judgment that an organization’s financial
records and statements are fairly and appropriately presented.

A qualified opinion indicates an auditor has concerns with the financial information.
Those concerns could include things like the availability of sufficient information for
users to make an informed decision, or the organization’s reporting in accordance
with public sector accounting standards.

In this case the Auditor General has chosen not to issue an opinion at all — either
unqualified or qualified.

30.The AG did not issue an audit opinion — why? Is this even legal?
The government passed a regulation to allow us to amend our accounting policies in
order to be consistent with the Auditor’'s assessment of our numbers. We believe
that this reflects the outcome recommended by the auditor with respect to the
treatment of the pension asset in question.

We believe we have done everything we can to comply with the Auditor General’s
interpretation, and we are disappointed that she hasn’t issued an opinion.

Our officials continue to work with the AG’s office to resolve this complex accounting
issue. In the meantime, we felt it was in the public interest to release our unaudited
financial statements.

TBC Legal on question of whether it is legal for AG to not issue an opinion
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31.What is a jointly-sponsored pension plan?

The Ontario Public Service Employee’s Union Pension Plan (OPSEUPP) and
Ontario Teachers’ Pension Plan (OTPP) are jointly sponsored pension plans where
the Government of Ontario is a co-sponsor.

The assets of both pension plans are held in a trust for the beneficiaries of the plans.
The plans are co-managed by the sponsors, and decisions regarding benefits and
contributions require negotiation and agreement between both parties.

During the 2015-16 Public Accounts audit, the Auditor General raised some
questions about Ontario’s past accounting practices related to pension assets for the
OPSEUPP and OTPP plans.

Pension accounting is complex and requires the application of professional
judgment. Despite best efforts to try to resolve concerns, the Province and the
Auditor General continue to have differences of opinion.

32.How does the Auditor General want you to account for jointly-sponsored
pension plans?

During the 2015-16 Public Accounts audit, the Auditor General expressed a different
interpretation of the existing PSAB standards which would impact the accounting for
pension assets of jointly sponsored pension plans.

The AG’s view is that the government does not have legally enforceable right to
unilaterally access the assets of these jointly sponsored pension plans. As such,
with no agreement in place to the contrary, the AG believes that the pension asset
should be removed from the Province’s balance sheet.
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General Media Qs&As

33.1Is the government artificially balancing the budget through the one-time sale
of assets like Hydro One?

The government’s plan to eliminate the deficit does not depend on revenues from
asset sales. Maximizing the value of these assets is part of the government’s
economic plan for Ontario. The net revenue gains from these transactions are
helping the government to deliver on its plan by investing in infrastructure.

The government is committed to dedicating the net revenue gains from asset
optimization activities, including the broadening of ownership of Hydro One and real
estate sales to the Trillium Trust which will be used to invest in transit, transportation
and other priority infrastructure projects under Moving Ontario Forward.

34.According to your numbers the deficit was down $5 billion from the $8.5
billion projected in last year’s budget. Where did this money come from?

The improvement over plan was largely due to revenues that were $4.0 billion above
the forecast of $124.4 billion.

This reflects higher than expected tax revenue and net revenues from the first phase
of broadening Hydro One ownership, and stronger overall performance from
government business enterprises. Maximizing the value of these assets is part of the
government’s economic plan for Ontario.

35.Does the fact that your deficit is $5 billion lower than projected mean you have
more money to bring to the table in labour negotiations (e.g. doctors)?

It is important to point out that through the Public Accounts process, we are reporting
on past performance, whereas labour negotiations impact future fiscal pressures.

Our government is committed to balancing the budget by 2017-18 and remaining
balanced in 2018-19. We know we have difficult choices ahead, but people can be
assured that their government will take a fair and balanced approach, one that
protects and improves the services that matter to Ontarians.
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Managing compensation costs is critical to balancing the budget, as over half of
government spending goes to salaries and benefits in the Ontario Public Service
(OPS) and the broader public sector (BPS).

Compensation costs must be addressed within Ontario’s existing fiscal framework
and all public-sector partners must continue to work together to control current and
future compensation costs.

While continuing to work to achieve fiscal balance by 2017-18, the government is
achieving significant results in priority areas for Ontarians.

We know there is more hard work ahead as we work towards a balanced budget,
and we are confident that our partners will work with us to build Ontario up.

36.Will you still be able to balance the budget if Ontario’s economy does not
perform as strongly as you forecast? Even the FAO has said that your forecast
is optimistic.

The government is committed to balancing the budget by 2017-18 and remaining
balanced in 2018-19.

The Ontario economy continues to grow in a challenging global environment. In fact,
Ontario posted higher real GDP growth in the first quarter of 2016 than Canada, the
U.S. and all other G7 countries.

While uncertainty in the global economy has increased, along with increased
volatility in global financial and currency markets, Ontario has a diversified economy
— meaning the Province is well positioned to respond to changing global economic
conditions.

With the economy expected to continue to grow, and the Province’s ongoing
commitment to transform government programs and services, Ontario is well
positioned to achieve balance.

37.Are you cutting back on vital services like health care to balance the budget?

No. Through Program Review, Renewal and Transformation (PRRT), we are helping
the government achieve better outcomes while also lowering costs.

The primary focus of this transformation is on ensuring that services are delivered
efficiently and in a way that effectively meets Ontarians’ needs.
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Through cross-ministry horizontal collaboration, we are taking focused action on
major transformation and efficiency initiatives that will improve outcomes for
Ontarians while helping to free up resources to reinvest in key priorities, such as
health care and education.

To improve programs, we are moving towards a focus on evidence-based decision
making — gathering and analyzing the best available information to improve how
outcomes are identified and achieved across government.

PRRT is about more than just savings targets — it is about doing government
differently — improving outcomes for Ontarians while freeing up resources to reinvest
in key government priorities, such as health care.

38.This is the seventh year in a row that you have reported a deficit lower than
forecast. Are you purposefully overestimating your deficit projections?

The government remains committed to balancing the budget by 2017-18 and is
taking deliberate and responsible steps to achieve this goal.

The government recognizes that a fiscally sound approach to managing the
Province’s finances will provide the foundation for the long-term well-being and
prosperity of Ontarians, and protect the public services that Ontarians rely on.

The government’s fiscal projections are based on the best economic and fiscal
information available at the time. They reflect a realistic and responsible plan to
manage the Province’s resources, while still protecting the vital services that
Ontarians rely on.

Ontario’s fiscal projections also incorporate prudence in the form of a reserve to
protect the fiscal outlook against unforeseen adverse change