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Statement of Responsibility

These consolidated financial statements are prepared by the Government of Canada in accordance with the accounting policies set out in
Note 1 to the consolidated financial statements, which are based on Canadian public sector accounting standards, and on a basis consistent
with that of the preceding year.

Responsibility for the integrity and objectivity of the consolidated financial statements rests with the Government. The consolidated
financial statements are prepared under the joint direction of the President of the Treasury Board, the Minister of Finance, and the
Receiver General for Canada in compliance with governing legislation. These consolidated financial statements are prepared on a full
accrual basis of accounting. The information included in these consclidated financial statements is based on the Government’s best
estimates and judgement, with due consideration given to materiality.

To fulfill its accounting and reporting responsibilities, the Government maintains systems of financial management and internal control
which give due consideration to costs, benefits and risks. These systems are desigoed to provide reasonable assurance that transactions are
properly authorized by Parliament, are executed in accordance with prescribed regulations, and are properly recorded so as to maintain
accountability of public money and safeguard the assets and properties of Canada under Government administration. The Receiver General
for Canada maintains the accounts of Canada, a centralized summary record of the Government’s financial transactions. Additional
information is obtained as required, from departments, agencies, Crown corporations, other government business enterprises, and other
entities to meet accounting and reporting requirements.

The Government presents the consolidated financial statemnents to the Auditor General of Canada, who audits them and provides an
independent audit opinion to the House of Commons. The duties ofthe Auditor General of Canada in that respect are contained in Section 6 of

the Auditor General Act.

Anmually, the consolidated financial statements are tabled in the House of Commons as part of the Public Accounts of Canada, and are
referred to the Standing Committes on Public Accounts, which reports to Parliament on the results of its examination together with any
recormmendations it may have with respect to the consolidated financial statements and accompanying independent audit opinion.

Omn behalf of the Government of Canada.

- o=

Yaprak Baltacioglu Paui Rochon George Da Pont

Secretary of the Deputy Minister of Deputy Receiver General for
Treasury Board of Finance Canada

Canada

Lol Mt

Y

Bill Matthews
Comptroller General of
Canada

September 3, 2015

2 Ceonsolidated Financial Starements of the Government of Canada

IESO-N-0050031



Luditor General of Canada
Vériticatour pénéral du Canada

Independent Auditor’s Report

To the House of Cornmons
Report on the Consolidated Financial Statements

{ have audited the accompanying consolidated financial statersents of the Government of Canada, which comprise the consolidated statement of
financial position as at 31 March 2015, and the consolidated statement of operations and accumulated deficit, consolidated statement of change innet
debt and consolidated statement of cash flow for the year then ended, and a swmary of significant accounting policies and other explanatory
information.

The Government’s Responsihility for the Consolidated Financial Statements

The Government is responsible fi e preparation and fair presentation of these consolidated financial state in accordance with the stated
accounting policies of the Govemnment of Canada set out in Note 1 to the consolidated financial statements, which are based on Canadian public sector
accounting standards, and for such internal control as the Government determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor s Responsibility

My responsibility is {0 express an opinion on these consolidated financial statements hased on my audit. 1 conducted avy audit in accordance with
Canadian generally accepted audiung standards. Those standards require that § comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free from material misstaterent.

An audit involves performing procedures to ebtain audit evidence about the amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to frand or error. In making those risk assessments, the auditor considers internal control relevant to the Governmaent’

s
preparation and fair presentation of the consohidated financial statements in order to design andit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the Govermment’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estirnates made by the Government, as well as evaluating the overall
presentation of the consolidated financial staternents.

1 believe th

¢ the andit evidence I have obtained is sufficient and appropriate to provide a basis for my audit opinion.
Opinion

In oy opinion, the consolidated financial statements present fairly, in all material respects, the tinancial position of the Government of Canada as at
31 March 2015, and the results of its operations, changes in its nat debt, and its cash flows for the year then ended in accordance with the stated
accounting policies of the Governmsent of Canada set out in Note 1 to the consolidated financial statermsents, which conform with Canadian public
secior accovnting standards.

Report on Other Legal and Regulatory Requirements

Asgrequired by Section 6 of the duditor General Act, Iveport that, in my opinioun, the stated accounting policies of the Government of Canada have been
applied on a basis consistent with that of the preceding year.

TG

Michael Ferguson, CPA, CA
FCA (New Brunswick)
Auditor General of Canada

3 September 2015

QOttawa, Canada
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Government of Canada

Consolidated Statement of Operations and Accumulated Deficit
for the Year Ended March 31, 2015

{in millions of dollars)

2048 2014
Budget Actual Actual
{Note 3)
Revenues (MNote 19)
Tax Revenues —
Income tax revenues —
Personal. L 137,755 135,743 130,811
COTPOTALE. . Lo e e e e e e 36,984 39,447 36,587
NOR-FESIGRNE . .. o ettt e e e 5,666 6,216 6,404
FOtal INCOMIE HIX FEOVEMBES « .0 v it it vt et a e e e 186,405 181,406 173,802
Gther taxes and duties —
Goods 314 SETVICES TAN .. .o . it e 31,325 31,349 30,998
Boergytaxes . .............. 5,501 5,528 5,486
Customns OPOFt GUEISS . . e e 4,416 4581 4239
Other excise taxes and dutles .. . . 5,807 5,724 5,413
Total other raxes and @UIIES. . ..o e et et e 47,449 47,182 46,136
Totad Tax Beverues. . oo it it i ensnunenainnsaun 227,454 228,588 219,938
Employment Ensurance Premiilims ..o oo o aninn s cnunsesssnsrsosonnrsrronarsnsons 22,655 22,564 21,766
Dther Revenues
CrOWR COPPOTALIONS . . .ottt ittt ettt et e e et e e et e 8,431 13,480 11,455
Gther PrOGIAINE . . L .. ottt et ettt et e e e et e e e e 16,337 16,359 16,836
Net foreign exchange . . . . 1,461 1,355 1,682
Foral Other BeVemlios . ..o e s insta e sane st aanacseanneesennns 26,229 31,194 29,973
Bl R evemes L Lt i it ai it ai e aiaaeaaa 276,338 282,346 278,677
Expenses {Note 4 and Note 19)
Transfer Payments —
QOld age security benefits, guaranteed income
supplement and sp s allowance. ..o Lo 43,797 44103 41,786
Major transfer payments to other levels of govemment .. ... . ... . ... L 62,559 63,109 a3,475
Empleyment tusurance benefi 17,670 18,052 7,300
Children’s benefits . .. L £3,2141 14,303 13,136
Other transfer Payloenls. . .. . e e 35,812 35,126 36,698
Total Trangfer PAPMents . . .ot o e iininieinunioninuniononus 173,849 £74,693 169,395
Dther Program Expenses —
CTOWE COTPOTREIONE ..ot i et e e e e e e e e e 6,265 7,484
SIS . . o o it e e e e 70,927 71,728
Total Qther Program EXPORELS . .. inuv i iin i iinoniriinonieinnonuens 77,192 79,212
Total Progeam EXPOnSes .o v v e escnunrscnurarscnuancscnuancsesnns 250,241 253,841 248,607
Public Bebt CHArges ..o oo nn oy iinien i iuni e i ini e i i, 28,175 26,594 28,229
O T D8 3T T 278,416 28$,435 276,827
Annual (Sarphus) or Deflclt L. .. .. i i i i i ca i ca e 2,878 (4,913} 5,15¢
Aceumulated Deficit at Beginning of Year ... o i iiiiiiiiiiaiiiiicacenircacananes 611,881 611,881 609,391
Otber Comprebensive Loss or (Income) (Note Sand Nete 12} .. .o voivninioiinvniancncnnans 2,368 {2.660)
Accumulated Deficit at End of Year (Note 5) . i ouinniniinininrcncniarascnarcscaarcnen 613,959 612,330 634,881

The accompanying notes are an integral part of these consolidated statements.
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Government of Canada

Consslidated Statement of Financial Position
as at March 31, 2015

{in mitlions of dollars}

Liabilities
Aceounts Payable and Accrued Liabilities —

Other accounts payable and acerued Uabilities. .. .o

Amounts payable to taxpayers .. ... ....

Environmental Habilities (Note 17 ) . o e
Deferred TOVOIMUE .. .ottt ettt et
Interest and matured debt . o L e e
Allowance for gnarantees (NOte 18) L. L. . e

Total Accounts Payable and Acorued Liabilities . .. 0o v i innnnencnanneronaen
Interest-Bearing Debt —

Unmatured debt (N0t 6 ). . L. Lo e e

Pensiens and other future benefits —

Public 8ector pensions (INOTE 7} L L L e
Other employee and veteran future benefits (Note 7). .. o

Total pensions and other fi
Other Hab

Total Interest-Bearing DeBt. . oo oo v vt st e n e n e

BT I Py T T

Financial Assets
Cash and Accounts Receivable —

Cash and cash equivalents (NOTE 0. . .. Lo
Taxes receivable (NOte 10 L
Gther accounts receivable (Note L0} . .o
Total Cash and Accounts Receivable (... . ... i i i i e i i

Foreign Exchange Accounts (Note 11} ..o r i ir it ircnancrcarancrcarancrcnsascrcnsoncrcrronencrcnnen

Loans, Investments and Advances —
Enterprise Crown corporations and other government business enterprises (Note 5, Note 12 and Note 18}

Other loans, investments and advances (NOte 1) . L L e
Total Loans, fnvestments and AdvarCes. (. . 0. i i i e u i iae e
Public sector pension 435e1S {NOIE Th o oo i s it cr cainaa e e e ey

Total Finaneial ASSelS ..o u ot cntatascaensascsensorcsensosesensoncsencnncsencnnescncnuenans

i A 2 N

Nen-Finageinl Assets

Tangible capital assets (NOte L) . L L e e
IVEIIOTIES . . . L e e e
Prepaid expenses and Other. .. oo

Total Non-Financial Assets. .. ..t iiiiiaiiicniacarcncacarcncacencncocencncacancrcacancrcanan

Accumuinted Delicht (Note B) ..t it ataacreaeasareneaaaentaatencnuatencaaaoacaaacacaarancaarancatane

Contiractuat Obligations and Centingent Liabilities (Note 16 and Note 18)

T Benefiis .. L e

S O B . L e

2015 20614
40,420 38,096
56,198 52,600
12,296 01,143

9,160 3,920
5,240 5,585
37 386
123,631 111,730
663,180 655,958
152,664 153,162
76,140 71,959
228804 225,121
6,002 5,914
898,986 889,993

1,023,617 1,061,723
34,699 31,429
98,499 92,489

3,198 4,656
126,696 128,574
#5,018 72,262
89,375 94,815
24.306 22,820
113,681 117,635
1,263 938
336,658 319,409
686,959 682,314

63,347 61.942
7,250 7,316
4,032 1,175

74,629 76,433

612,330 613,581

The accompanying notes are an integral part of these cousolidated stateraents.
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Government of Canada

Consolidated Statement of Change in Net Debt
for the Year Ended March 31, 2615

{in millions of dollars)

Net Debt at Beginning of Year. .. o .iiiiiiiiiiiiiiiaiiieicaconcrcaconarcaconancacananc

Change in Net Bebt Dorieg the Year —

Angunt (Surplusy ex Pelicht ... i i i i e i i e i i i

Changes due to Yangible Capital Assets —

Acquisition of tangible capital assets . ... ... ...
Amortization of tangible capital assets . ... ..

Change due to Prepaid Expenses and Other ... o iiiiercncanarcrcanarcrcanaacrcans
Net Increase in Met Debt due to Operations. ... oo cvuiciierancacararcacanarcacanarcrcan
{ther Comprehensive Less or (Inceme) (NoteSand Note 12} ... i iinuniiiininiinininnen
NetIncreasein NetDebt ... . ..t iiiiiiiii it iiiieicacanercacanercncanancncanan
NetDebtat End of Year .....c.iiuiiiiiiiiiiacereicacaneicacanercacanercacasancacanan

2015 2014

Budget Actnal Actual

{MNote 3)

682,334 682,314 678,313
2,878 (1,911} 5,150
9,136
5,471)

{400y

3,265 1,781
(1373
2.857 (53)

3,343 2,285 6,661
2.366 {2,666}

3,343 4,645 4,601

687,657 686,959 682,314

The accompanying notss are an integral part of these consolidated statements.
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Government of Canada

Consolidated Statement of Cash Flow
for the Year Ended March 31, 2615

{in millions of dollars)

2015
Operating Activities —
Anrual SuUrplus 67 (Befleit) . L oo i e a e ia e e e et aanan 1911
Items not affecting cash -
Share of annual profit in enterprise Crown corporations and other government business enterprises ................... (8,365)
Amortization of tangible capital assets . ... ... .. 5,090
Net gain en disposal of tangible capital assets, inchuding adjnstments. . ... .o e (245)
Change in taxes receivable ... ... ... .. oL (6,010)
Change in pensions and other future benefits. .. ..o 3,358
Change in foreign exchange accounts . . .. (12,756)

Chauge in accounts payable and accrued liab:

11,901

(14,520}

(7.129)

Change in cross~-Currency swap 1evalALION . . . ... e e 4,343
Net change 0 Other BOCOUIEE . L. o0ttt et e et e e e 670
Cash Used By Operating ACHVIHES. .. oo vcncr oo crconancrcanancsranancscrsancscrsarcrcrsonercrnoncnssnan (143}
Capital Investment Activities —
Acguisition of tangible capital asse1s . . . L (6,804
Preceeds from disposal of tangible capital assets . o o 954
Cash Used by Capital Investment ACHVITIES .. oo oo n s i iia s cna s s cnana s cnanacscnansrrenunsrsenunins (5,830;

Investing Activities —

Enterprise Crown corporations and other government business enterprises

(6.254)

EQuity fTanSACTIONS. .. L. oottt et ittt e e e e e e e e 3,514

Issuance 0F 10805 and B0VARCES . . L L {79,905)

Repayment of loans and advances . . oo e 88,168
Issuance of other loans, investiments and advVances .. ... .. L (8,124;

Repayment of other loans, investroents and advances ... .. .

Cash Provided Iy Investing Activities. .. oo oot ini i cnescunconcacancncrcarcncacorarcacenancscanancscrnas

Financing Activities —

512,009
(536,364)
12,011

{6.783)

(19,127}

4,688
27,341

Issuance of Canadian COrreney BOTTOWIRES. . .. o oottt ettt e e e 468,021
Repayment of Canadian cnieney BOmOwWIBES . . e e {471,891)
Issuance of foreign CHITERCY BOITOWITIES © .. ottt et e e 16,961
Repayment of forelgn currency BOITOWINGS « . .o i it i e e e (12,724)
Cash Provided or {(Used) by Financing Activitios .. ... 000 uin it cnunscscnunscscnsnrnsesvnsnns 367

et F0redse (0 a8 E. L oLttt it ittt i it et a el ai e e i e i e eaie e a At e ca e 3,876
Cash and Cash Equivalents at Beginning of Year. .. ... oot it iinincrcanincrcanencncanescncsnercrcsnancacscanes 31,429
Cash and Cash Equivalents at End of Year {INote S oo v r it i it ii i aest s cnuenesonuenesonunnnscnins 34,999

32,429

Supplementary Information

Cash used Lor DEETE5E. L L e e e e

16,123

The accompanying notes are an integral part of these consolidated statements.
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MNotes to the Consolidated Financial Statements of the Government of Canada

1. Summary of Significant Accounting Policies
Reporting entity

The reporting entity of the Government of Canada inclodes all of the government organizations which comprise the legal entity of the
Government as well as other governoment organizations, inclnding Crown corporations, which are separate legal entities but are controlled by
the Government. For financial reporting purposes, control is defined as the power to govern the financial and operating policies of an
organization with benefits from the organization’s activities being expected. or the risk of loss being assumed by the Government. All
organizations defined as departments and as Crown corporations in the Financial Administration Act are included in the reporting entity.
Other organizations not listed in the Financial Administration Act may also meet the definition of control and they are included in the
Government’s reporting entity if their revenues, expenses, assets or liabilities are significant.

The financial activities of all of these entities, except for enterprise Crown corporations and other government business enterprises, are
consolidated in these financial statements on a line-by-line and uniform basis of accounting after eliminating significant inter-governmental

balances and transactions. Enterprise Crown corporations and other government business enterprises, which are not dependent on the
Government for financing their activities, are recorded under the modified equity method.

The Canada Pension Plan (CPP), which inclndes the assets of CPP under the administration of the Canada Pension Plan Investment Board,
is exchuded from the reporting entity because changes to CPP require the agreement of two thirds of participating provinces and it is
therefore not controlled by the Government.

Basis of accounting

These consolidated financial statements are prepared using the Government’s accounting policies stated below, which are based on
Canadian public sector accounting standards. The presentation and results using the stated accounting policies do not result in any
significant differences from Canadian public sector accounting standards.

Revenues

The Government reports revenues on an accrual basis. Tax revenues are recognized in the period in which the taxable event occors and when
they are authorized by legislation or the ability to assess and collect the tax has been provided through legislative convention.

Tax revenues are measured frorn amouonts assessed/reassessed and from estimates of amounts not yet assessed/reassessed based on cash
received that relates to the fiscal vear ended March 31. Annual revenues also inclnde adjustments between the estimated revenues of previous
years and actoal amounts, as well as revenues from reassessments relating to prior vears. Revenues do not include estimates of unreported
taxes, or the impact of future reassessments that cannot yet be reliably determined.

Income tax revenue is recognized when the taxpayer has earned the income subject to the tax.

Domestic goods and services tax revenue is recognized at the time of the sale of goods or the provision of services. These revenues are
reported net of input tax credits, GST rebates, and the GST guarterly tax credits. The GST quarterly tax credit for low-income
individuals and families is recorded in the period to which it relates. It is intended to offset the cost of the tax for low-income individuals
and families.

{ustoms duties and goods and services tax revenue on imports is recognized when goods are authorized to enter Canada.
Excise tax reverme is recognized when a taxpayer sells goods taxable under the Excise Tax Act.
Excise duties revenue is recognized when the taxpayer manufactures goods taxable under the Eixcise dct and the Excise Act, 2001.

Tax collected on behalf of the provincial/territorial govermments is not included o Tax Revenue. It is recorded as payable to the
provincial/territorial governments included within Other Accounts Payable and Accrued Liabilities and distributed by the Department of
Finance in accordance with associated agreements.

Tax expenditures that reduce taxes paid or payable are considered tax concessions and are netted against the applicable tax revenue. As
foregone revenue, tax concessions do not give rise to assets or expenses of the taxing government. Tax expenditures that provide a financial
benefit through the tax system, and are not related to the relief of taxes paid or payable, are shown as other transfer payments and are not
netted against tax reverue.

Tax revenues that were not collected at year end and refunds that were not yet disbursed are reported respectively as taxes receivable and
amounts payable to taxpayers on the Consolidated Statement of Financial Position. These amounts also include other receivables and
payables for amounts collected through the tax system such as provincial and territorial taxes, Employment Insurance preminms and Canada
Pension Plan contributions.

8 Consofidated Financial Statemenis of the Government of Canada
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Employment Insurance premiums are recognized as revenue in the period the insurable earnings are earned.
Other revenues are recognized in the period to which they relate.

Deferred revenue consists of spectrum licence fees and other amounts received in advance for the delivery of goods and rendering of services
that will be recognized as revenue in a subsequent fiscal year as it is earned. Spectrum licence fees are recognized as revenue on astraight-line
basis over the term of the licence.

Expenses

The Governiment has three major types of expenses: transfer payments, other program expenses and public debt charges. All of the expenses
are reported on an accrual basis,

Transfer payments are recorded as expenses when the recipients have met all the eligibility criteria and the transfers are authorized by the
consolidated financial statements date. In the case of transfers which do not form part of an existing program, the transfers are considered to
be authorized when the Government announces a decision to make a non-recurring transfer, provided the enabling legislation or
authorization for payment receives parliamentary approval prior to the completion of the consolidated financial statements.

Other program expeuses are generally recorded when goods are received or services are rendered and include expenses related to personnel,
professional and special services, repair and maintenance, utilities, materials and supplies, as well as arortization of tangible capital assets.
Provisions to reflect changes in the valne of assets or liabilities, such as provisions for bad debts, loans, investments and advances and
inventory obsolescence, as well as utilization of inventories and prepaid expenses and other are also included in other prograrm expenses.
Public sector pensions and other employee and veteran future benefits, which comprise a portion of personnel expenses, are recorded as
employees render services using the projected bepefit method prorated on service, except for: veteran future benefits and workers’
compensation where benefits are accrued on an event driven basis; accumulated sick leave entitlements where benefits are recognized using
an accrued benefit method; and plan amendruents related to past services, cortailments and settlements where costs are recorded when
approved or paid.

Public debt charges are recorded when incurred and include interest, servicing costs. costs of issuing new borrowings, amortization of
premiums and discounts on market debt including amounts arising on the extinguishment of debt, as well as interest on public sector pensions
and other employes and veteran future benefits.

Cash and cash eguivalents

(ash consists of public moneys on deposit and cash in transit less outstanding cheques and warrants. Cash equivalents consist mainly of term
deposits nsually not exceeding 31 days.

Foreign exchange accounts

Short-term deposits, marketable securities and special drawing rights held in the foreign exchange accounts are recorded at cost. Marketable
securities are adjusted for amertization of parchase discounts and preminms. Purchases and sales of securities are recorded at the settlement
date. Transaction costs are expensed as incurred for all classes of financial instruments.

Investment income sarned with respect to foreign accounts as well as write-downs to reflect other than temporary impairment in the fair value
of securities are included in net foreign exchange revenues onthe Consolidated Statement of Operations and Accumulated Deficit. Canada’s
subscriptions to the capital of the International Monetary Fund and loans to the International Monetary Fund are recorded at cost.

i.oans, investments and advances

Investments in enterprise (rown corporations and other governiment business enterprises, which include the net assets and liabilities of
enterprise Crown corporations and other government business enterprises, are recorded under the modified equity method whereby the cost
of the Government’s equity is reduced by dividends received and adjusted to include the annual profits and losses of these corporations, after
elimination of unrealized inter-organizational gains and losses. All of these corporations follow International Financial Reporting Standards
(IFRS) used by publicly accountable enterprises. Under the modified equity method, the corporations’ accounts are not adjusted to the
Governiment’s basis of accounting and other comprehensive income or loss of enterprise Crown corporations and other government business
enterprises is recorded directly to the Government’s accumulated deficit and net debt.

Some enterprise Crown corporations provide loans to borrowers outside the reporting entity of the Government. Some of these loans will be
repaid throngh future appropriations of the Government under various subsidy programs which provide funds directly related to the
repayment of the loan. For these loans receivable, a valuation allowance for the amount expected to be repaid from future appropriations is
recorded to reduce their carrying value to an amount that approximates the amount to be recovered from sources outside the reporting entity
of the Government.

Consolidated Financial Statemenis of the Government of Canada 9
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Other loans, investments and advances are initially recorded at cost and are adjusted to reflect the concessionary terms of loans made on a
fong-tenm, low interest or interest-free basis.

When necessary, an allowance for valuation is recorded to reduce the carrying value of other loans, investiments and advances to amounts that
approximate their net realizable value. The allowance for valuation for other loans, investments and advances, reflects the possibility of
losses associated with potential default on these exposures. The determination of the valuation allowance considers the credit risk of
borrowers, collateral provided as well as previous repayment history. When they are determined to be uncollectible, other loans, investments
and advances are written off. Subsequent recoveries are recorded as revenue when received.

Mon-financial asseis

The costs of acquiring land, buildings, equipment and other capital property are capitalized as tangible capital assets and, except for land, are
amortized to expense over the estimated useful lives of the assets. For certain tangible capital assets where the costs are not readily available,
such as older buildings, estimated current costs have been extrapolated retrospectively in a systematic and rational manner to approximate
original costs. Assets acquired under capital leases are recorded at the present valoe of the minimun lease payments using the appropriate
discount rate, which is usually the lower of the implicit interest rate in the lease or the Consolidated Revenue Fund term lending rate at the
inception of the lease. These assets are amortized over the lease term or over the estimated usefil life of the asset if the lease term containg
terms that allow ownership to pass to the Government or a bargain purchase option. The corresponding lease obligations are recorded under
snmatured debt on the Consolidated Statement of Financial Position. When conditions indicate that a tangible capital asset no longer
contributes to the government’s ability to provide goods and services, or that the value of future economic benefits associated with the
tangible capital asset is less than its net book value, the cost of the tangible capital asset is reduced to reflect the decline inthe asset’s value,

Tangible capital assets do not include immovable assets located on reserves as defined in the Indian dct, the cost of works of art and museum
collections and Crown land to which no acquisition cost is attributable. Intangible assets are also not recognized in the consolidated financial
statements. In addition, acquisitions of works of art and museum collections consisting mainly of paintings, sculptures, drawings, prints,
photographs, monursents, films and videos are expensed in the fiscal year in which they are acquired.

lnventories are valued at cost and are comprised of spare parts and supplies held for future program delivery and are not primarily intended
forresale. Inventories that no longer have service potential are valued at the lower of cost or net realizable value. Iterns for which the costs are
not readily available are valued using management’s best estimate of original cost, based on avatlable information.

Non-financial assets are not taken into consideration when determining the net debt of the Government, but rather are deducted from the net
debt to determine the accumulated deficit.

Unmatured debt

Unmatured debt consists of market debt, cross currency swap revaluations, the obligation related to capital leases and other unmatured debt.
Market debt is recorded at face value and is adjusted by discounts and premiums which are amortized on a straight-line basis over the term to
maturity of the respective debt instrument. The corresponding amortization is recorded in public debt charges. When a marketable bond is
exchanged or repurchased, and the transaction results in an extinguishment of the debt, the difference between the carrying amount of the
debt instrument and the net consideration paid is recognized as a gain or loss in the Consolidated Statement of Operations and Accumulated
Deficit, and the debt instrument is derecognized. An extinguishment occurs on the repurchase of bonds, or when there is an exchange of
bonds with an existing bond holder and the terms of the original debt and the replacement debt are substantially different. Exchanged bonds
are considered to have substantially different terms when the discounted present value of the cash flows under the new terms, including any
amounts paid on the exchange, and discounted using the average effective interest rate of the original debt, is at least 10 percent different from
the discounted present value of the remaining cash flows of the original debt. If an exchange of bonds with an existing bond holder does not
result in an extingnishunent, the carrying amount of the debt is adjusted for any amounts paid on the exchange, and the unamortized premiums
or discounts relating to the original debt and arising on the exchange transaction are amortized over the remaining term to maturity of the
replacement debt on a straight-line basis. The Government’s holdings of its own securities, if any, are deducted from market debt to report the
liability to external parties. The Government does not specifically borrow on behalf of enterprise Crown corporations. Consequently, there is
uo netting of outstanding market debt and loans to these corporations.

Cross currency swap revaluations consist of unrealized gains or losses due to flnctuations in the foreign exchange value of the cross currency
swaps entered into by the Government.

The obligation related to capital leases represents the present values of the remaining minimum lease payments under capital lease
agreements. The corresponding assets under capital leases are recorded under tangible capital assets on the Consolidated Statement of
Financial Position.
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Public sector pensions and other employee and veteran future benefits

Public sector pensions and other employee and veteran future benefits are measured on an actuarial basis. The actuarial valuations estimate
the current value of benefits earned and use various actuarial assuraptions in the process. When actual experience of the plans varies from
estimates or when actuarial assumptions change, actuarial gains or losses arise. Due to their tentative nature and because further adjustments
will likely be required in the future, actuarial gains and losses are not recognized immediately but rather over the expected average remaining
service life (EARSL) of the emiployees, which varies across plans, or the average remaining life expectancy (ARLE) of the benefit recipients
under wartime veteran plans. Recognition of actuarial gains and losses commences in the year following the effective date of the related
actuarial valuations. In addition, an unrecognized net actuarial loss is recognized immediately upon a plan amendment, up to the one-time
past service cost reduction; sirnilarly, an nnrecognized net actuarial gain is recognized immediately up to the one-time past service cost. The
unrecognized net actuarial loss or gain, relating to the obligation that is curtailed or settled, is recognized immediately upon a plan
curtailment or settlement.

Investiments held by the Public Sector Pension Investment Board (PSPIB) are valued at marlet related valne, a five-year smoothed valne.
Under this method, the expected return on investiments is recorded immediately while the difference between the expected and the actual
retarn on investments is recorded over a five-year period through actuarial gains and losses. The market related value of investments is
adjusted, if necessary, to ensure that it does not fall outside a limit of plus or minus 10 percent of the market value of investments at year end,;
any difference is recorded immediately through actarial gains and losses.

Contributions receivable from emplovees for past service buy-back elections are discounted to approximate their fair value.

Ceontingent liabilities

Contingent liabilities, including the allowance for guarantees, are potential liabilities which may become actual liabilities when one or more
future events occur or fail to occur. Ifthe futare event is likely to occor or fail to occur, and a reasonable estimate of the loss can be made, an
estimated liability is accrued as part of other accounts payable and accrued liabilities and an expense recorded to other program expenses. [f
the likelihood is not determinable or an amount cannot be reasonably estimated, the contingency is disclosed in the notes to the consolidated
financial statements.

For goarantees, the amount of the allowance is estimated taking into consideration the nature of the guarantee, loss experience and current
conditions. The allowance is reviewed on an ongeing basis and changes in the allowance are recorded as expenses in the year they become
known.
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Environmental labilities

Environmental liabilities consist of estimated costs related to the remediation of contaminated sites as well as estimated costs related to
obligations associated with the retirement of tangible capital assets and other environmental liabilities.

Effective April 1, 2014, the Government of Canada adopted new Public Sector Accounting Standard PS 3260, Liability for Contaminated
Sites. The standard was adopted retroactively and did not affect the recognition or measurement of liabilities for contaminated sites.
“onsequently, the impact on the consolidated financial statements of the Government of Canada is limited to increased disclosures.

A Nability for remediation of contaminated sites is recognized when all of the following criteria are satisfied: an environmental standard
exists, contamination exceeds the environmental standard, the Government is directly responsible or accepts responsibility, it is expected
that future economic benefits will be given up and a reasonable estimate of the amount can be made. The liability reflects the Government’s
best estimate of the amount required to remediate the sites to the current minimum standard for its use prior to contamination. When the cash
flows required to settle or otherwise extinguish a liability are expected to ocenr over extended future periods, a present value technigue is
used. The discount rate applied is taken from the Government’s Consolidated Revenue Fund monthly lending rates for periods of one year
and over which is based on the Government’s cost of borrowing. The discount rates used are based on the term rate associated with the
estimated number of years to complete remediation. For remediation costs with estimated future cash flows spanning more than 25 years, the
25-year Government of Canada lending rate is used as the discount rate.

A liability for an asset retirement obligation is recognized when all of the following criteria are satisfied: there is an agreement, contract,
legislation, or a constructive or equitable obligation that obligates the Government to incur retirement costs in relation to a tangible capital
asset, the pastevent or transaction giving rise to the retirement lability has occcurred, itis expected that future economic benefits will be given
up and a reasonable estimate of the amount can be made. These costs are normally capitalized and amortized over the asset’s estimated useful
life based on the Government’s best estimates of the cost to retire the tangible asset. If the related asset is fully amortized, the related cost is
expensed. The liability reflects the present value of estimated future cash flows required to retire the assets where armounts can be reasonably
estimated and is expected to be settled as the related sites, facilities or assets are removed from service.

A liability for unexploded explosive ordnance (UUX0) affected legacy sites is recognized when there is an appropriate basis for measurement
and a reasonable estimate can be made. These liabilities are present obligations arising from past transactions or events, the settlement of
which is expected to result in the future sacrifice of economic benefits.

The recorded environmental liabilities are adjusted each year, as required, for present value adjustments, inflation, new obligations, changes
in management estimates and actual costs incurred.

If the likelihood of the Government’s responsibility is not determinable, a contingent lability is disclosed in the notes to the consolidated
statements. If measurement uncertainty exists it is also disclosed in the notes to the consolidated statements.

Foreign currency translation

Transactions involving foreign currencies are translated into {anadian dollar eqnivalents using rates in effect at the time of'the transactions.
Monetary assets and liabilities denominated in foreign currencies are translated using rates at March 31. Gains and losses resulting from
foreign currency translation are reported on the Consolidated Statement of Operations and Accumulated Deficit according to the activities to
which they relate. Net gains and losses relating to the foreign exchange accounts, foreign debt, swap and foreign exchange forward
agreement revaluations are presented with investment revenues from foreign exchange accounts under net foreign exchange revenues. Net
gains and losses relating to loans, investments and advances are presented with the return on investiments from these loans, investments and
advances under other program revenues. Net gains and losses relating to transfer payments are reported in the transfer payment expenses
under other transfer payments. Net gains and losses relating to departruental sale or purchase of goods or services in foreign currency are
reported in ministry expenses under other program expenses.
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Measurement Uncertainty

The preparation of consolidated financial statements requires the Government to make estimates and assumptions that affect the reported and
disclosed amounts of assets, liabilities, revenues and expenses in the consolidated financial statements and accompanying notes at the date of
the financial statements. The estimates are based on facts and circumstances, historical experience, general economic conditions and reflect
the Government's best estimate of the related amount at the end of the reporting period. Estimates and underlying assumptions are reviewed
annually as at the date of the financial statements. Revisions to accounting estimates are recogunized in the period in which estimates are
revised ifrevisions affect only that period or in the period of revision and future periods ifrevisions affect both current and future periods.

A material measurement uncertainty exists when it is reasonably possible that a material variance could occur in the reported or disclosed
amount in the near term. WNear term is defined as a period of time not to exceed one year from the date of the financial statements. The
Government has determined that a material measurement uncertainty exists with respect to the reported amounts for public sector pensions
and other employee and veteran future benefits. Measurement uncertainty due to estimates and assumptions also exists in the accrual of tax
revenues, the related amounts receivable and payable, and the allowance for doubtful accounts; and environmental liabilities. It is reasonably
possible that the Governinent’s reassessments of these estimates and assumptions could require a material change in reported amounts or
disclosures in the consolidated financial statements.

Obligations for public sector pensions and other employee and veteran future benefits are actuarially determined and the actual experience
may differ significantly from the assumptions nsed in the calculation of the plans’ accrued benefits. At March 31, 2015, net future benefit
liabilities 01$227,54 | miltion ($224,183 million in 2014) in regards to obligations for public sector pensions and other employee and veteran
future benefits are recorded in the financial statements. The significant actuarial assumptions used in measuring the benefit obligations as
well as a sensitivity analysis of the irapact on the consolidated financial statements of changes in the most significant assumptions are found
in Note 7.

Tax revenues, the related amounts receivable and payable and the allowance for doubtful accounts are subject to measurement uncertainty
due to the use of estimates of amounts not yet assessed/reassessed based on cash received. A key assumption used in estimating tax revenues
is that tax instalments and historical information on refund rates are good indicators of tax revenue earned to March 31 that has not yet been
assessed. The estimates are subject to back-testing and are refined as required. The key assumption used to estimate the general allowance for
doubtful accounts is historical collection information as described in Note 10.

Environmental liabilities are subject to measurement uncertainty as discussed in Note 17 due to the evolving technologies used in the
remediation of contaminated sites, the use of discounted present value of future estimated costs, and the fact that not all sites have had a
complete assessment of the extent and pature of remediation. Changes to undertying assumptions, the timing of the expenditures, the
technology employed, or revisions to environmental standards could result in significant changes to the environmental liabilities recorded.

Other comprehensive income or loss

Other comprehensive income or loss, resulting from the accounting of enterprise Crown corporations and other government business
enterprises under the modified equity roethod, is excluded from the calculation of the Government’s annual deficit and is recorded directly to
the Government’s accumulated deficit and net debt.

2. Comparative information

Certain comparative figures have been reclassified to conform to the current year’s presentation. in particular, the Government has
changed the presentation of the Consolidated Statement of Financial Position to segregate a significant class of pensions and other
employee future benefits related to consolidated Crown corporations and other entities which were included in other accounts payable and
accrued liabilities in previous years. The change in presentation has no financial impact on the Consolidated Financial Statements of the
Government.
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3. Spending and Borrowing Authorities
i Speading authorities

The authority of Parliament is required before moneys can be spent by the Government. Approvals are given in the form of annually approved
limits throngh appropriation acts or through legislation in the form of statutory spending authority for specific purposes.

The Government uses the full accrual roethod of accounting to prepare its Budget and present ifs current consolidated fivancial statements.
However, the spending authorities voted by Parliament remain on an expenditure basis, which uses only a partial accrual methed of
accounting. During the year, expenditures were made under the authorities indicated in the following table:

{in millions of dollars)

2015 2014
Anuual speading lUratts voted by Parllanient. . ... .. . e 93,955 94,754
Expenditures pernmitied under other le@islation ... . e 148,614 144,470
Total budgetary expenditires anthorized. .. ... e 242,569 239,224
Less: arpounts available for use in subseguent years and amonnts that have lapsed. ... ... o o L ol t1,428 9,262
Total net expenditures ... ... .. .. 231,141 229,562
Effect of consolidation and full acerual accounding . . .. . 49294 46.865
TOtAl CHPRISESE .« o oottt e e e e e 280,435 276,827

The use of budgetary expenditure authorities reported in the preceding table differs from the total expenses reported in the Consolidated
Statement of Operations and Accumulated Deficit. The difference is due to various factors. Spending authorities are presented on a partial
accrual basis, while the Consolidated Statement of Operations and Accumulated Deficit is prepared on a full accrual basis. The transactions
of certain accounts with separate non-budgetary anthorities and of certain Crown corporations or other controlled entities are consolidated in
the financial statements but are not included in the budgetary expenditure authorities available for use. Transfer payments to organizations
within the Government reporting entity are recorded against a budgetary expenditure anthority in the year they are disbursed to the
organization, but they are recorded as a consolidated expense only when they are disbursed to the ultimate recipient outside of the
Government reporting entity. Provisions for valuation of assets and liabilities are also not included in spending authorities.

[n addition to the authorities for budgetary expenditures, non-budgetary spending of $245,788 mitlion ($211,529 million in 2014)
was authorized for loans, investments and advances. Anetamount of §71,551 million ($29,703 million in 2014} was used. an amount
of $33 million ($114 million in 2014} lapsed and an amount of $174.204 million ($181,712 million in 2014) is available for use in
subsequent years.

il Over-expenditure of spending authorities
There were no over-expenditures of spending authorities in 2014-2015.
iti. Borrowing authorities

The Government may borrow only on the authority of Parliament which is contained in Part IV of the Financial Administration Act.
Section 43.1 of the Financial Administration 4ct empowers the Governor in Council to authorize the Minister of Finance to borrow money
on behalf of Her Majesty inright of Canada. In 2015, the Governor in Council specified $270,000 million ($300,000 million in 2014) to be
the maximum aggregate amount of principal that may be borrowed during the fiscal year. The maximum aggregate amount of principal is
the sum of i) the maximum stock of treasury bills anticipated to be outstanding during the year, i7} the total value of refinanced and
anticipated new issuances of marketable bonds and retail debt and /i) an amount to facilitate intra-year management of the debt and
foreign exchange reserves. During the year, $244,913 million ($252,122 million in 2014) of the borrowing authority was used.

14 Consolidated Financial Statements of the Government of Canada

IESO-N-0050031



iv.  Source of budget amounts

The budget amounts included in the Consolidated Statement of Operations and Accunmulated Deficit and the Consolidated Statement of
Change in Net Debt are derived from the amounts that were budgeted for 2014-2015 in the February 2014 Budget Plan (Budget 2014). To
enhance comparability with actual 2014-2015 results, Budget 2014 amounts have been restatad to reflect the change in the Government’s
accounting policy for bond buy-back operations in 2013-2014. This restatement has resulted in an $800 million decrease in budgeted public
debt charges and a corresponding decrease in the budgeted 2014-2015 annual deficit.

Since actual opening nurnbers of the accumulated deficit and net debt were not available at the time of preparation of Budget 2014, the
corresponding amounts in the budget column have been adjusted to the actual closing numbers of the previous year.

4. Expenses
Expenses in the Consolidated Statement of Operations and Accumulated Deficit include:

i.  Major transfer payments to other levels of government

(in moillions of dollars}

20148 2014
Canada health Tans s, . 32,114 36,543
Canada S0CIal ITBIE T . L. .. e 12,582 12,215
FISCal @ITANGEIIEIES . . . ottt ettt e e e e 16,271 15,610
Oher ] 0T TEBES T8 L L L L e e 2,142 2,107
Total major transfer payments to other levels of government .. ... L 63,109 403,475

ii.  Other transfer payments

Other transfer payments totalling $35,126 million (336,698 million in 2014) include various subsidies paid through federal programs to
stabilize market prices for commodities, to develop new technologies, to conduct research, to establish new jobs through support for training
and to promote educational and cultural activities. Also included are expenses of other consolidated entities and other miscellaneous
payments. The various types of transfer payments are being delivered by departments according to their departmental legislative mandates.

1. Public debt charges

{in milliens of dollacs}

2015 2014
Puablic debt charges related to unmatured debt —
Toterest on unmatured ebl L L e 13,614 14,126
Amortization of discounts on Canada and Treasury Bills. 1,420 1,818
Amortization of premiums and discounts onall otherdebis ... ..o . 841 574
Cross CUITenCY 5Wap FeVAIBALIOIL L L L L e e e (542) {485)
Servicing costs and costs of 18SUIRE NEW BOMMOWIIES . . . .. . .t i e 1o it
Capital lease obBlgations . . .. e 209 214
Other nomatired debl L o &0 14
S P 15,621 16,656
cuge related to pensions and other future benefits ... . . 10,748 11,328
Other Habilities. L. L 225 236
Total pubiic debt CHarges. © . L 26,594 28,226
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iv. Toral expenses by segment

The Governruent has defined the segroents as the Ministries and Crown corporations and other entities. Additional segmented inforration is
provided in Note 19. The following table presents the total expenses by segment after the elimination of internal transactions:

(in raillions of doil

2015 2014
Ministries —

Agrieniture and Agei-Food .. .. ... .. 2,081 2,432
Atlantic Canada Opportunitics Agency 237 253
Canada Beverne AZOICY . . .. oo ittt e e e 21,830 21,605
Canadian HerltaZE . . .. .o oottt et e e e e e e 1,794 1,636
Canadian Northern Economiic Development AGOUCY . ... . i e e 44 49
Citizenship and IMUINIZBLION . L. L L L e 2,045 1,962
Economic Development Agency of Canada for the Regionsof Quebec . ... oo 179 197
Employment and Social Developiient . ... .. 75,043 71,252
BRVIFORIMOIIE . .o . ot ittt et e et e et e e e e e e e 1,658 1,644
Finance 88,892 87,990
Fisheries and OCaNS . . .. . . it e e e 1,671

Foreign Affairs, Trade and Developmuant. . . 6,126 5,947
Health 6,245 6,194

Indian Affairs and Northern Development 8,786 6,794
D ST Y L L o e e e e e e e 4,395 4,659
TEIC L L L ot e §,625 1.592
Mational Defe 23,873 21,696
Natural Resowre 2,253 2,189
Office of Infrastrocture of Canada . .. ... 3,826 3,511
Office of the Governor General’s Seeretary . . o 26 20
Parliamenit . . . .o e e e 543 535
Privy Comncil O e L L 322 293
Public Safety and Emergency Proparedness. . 0,036 11,871
Public Works and Govarminent SeTVICES. .. ... .. e e e 4423 4,337
TTARSPOT . L o o e e e e e 1,553 1,350
Treasury Board . .. o 3277 2,947
Veterans Affairs .. .. .. .. 1,018 897
Western Economic Diversification 147 182
Provision for valuation and other HHems . . L. L {957y 2,875
otal I I SEEIOR L L L ottt e e e e e 272,178 268,664
Crown corporations and other entilies . . L. L L 8,257 8,163
TOtal @XPEISES . .o e 280,435 276,827

Certain comparative figures have been reclassified to conform to the current Government structure.
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v.  Total expenses by type of resource used in operations

The Consolidated Statement of Operations and Accumulated Deficit and the previous table present a breakdown of expenses by segment,
which represent the expenses incurred for each of the main functions of the Government. The following table presents the detail of these
expenses by main objects of expense:

(in millions of dollars)

Obijects of expense 2015 2014
Transfer PAVIICHES . . ...ttt ettt e e e e 174,693 169,395
Other program expenses -
Crown corporations (L 7,162
POrBOMIEL. . oLt e e 43,811
Transp i 2422
232
8,090
£,979
. 2,312
Eltilitles, materials and snpplies . o 2,514
Other subsidies and CXPOIEES . .. oLttt e e 5435
Amertization of tangible capital ass 5,090
Wet loas on disposal 0f a8SelS. . .. .. 101
Total Other PrOgranm SXPENEEE L. . ot et e e e e e e e 79,148
Total program ¢ 253,841 248,607
Public debt ChaTges o 26,594 28,220
TOtal XPRIEES .« .o oottt 280,435 276,827

(1} This amount differs from the expense shown on the Cons

idated Statement of Operations and Accumnlated Deficit duc to the amortization of tangible capital assets
and the netloss on disposal of asscts of conseolidated Crown

corporations, which have been reclassified within their respective objoct of cxpense.

5. Accumulated Deficit

The Government includes in its revennes and expenses, the transactions of consolidated Crown corporations and other entities controlled by
the Government, and of certain accounts established for specified purposes. Legislation requires that revenues received for purposes
specified in the legislation be credited to these accounts and that related payments be charged to the accounts. Any deficiency of payments
over revernues must be et through future revenues or transfers credited to these accounts. The following table shows the balance of these
consolidated accownts and the equity of the conselidated Crown corporations and other entities included in the accumulated deficit:

{in miilions of dollars)
2015 2014
Accumulated deficit, excluding consolidated accounts and accumnulated other comprehensive income R 619,998 616,032
Consolidated specified purpose accounts —
Employment [nsnrance Operating ACCOUNT .. ... ... i (522) 2,734
Other insurance accounts. (707) (6013
Other consolidated aCCOUBIE. L . L L L L e e e e {306) 321
618,463 617,754
Consolidated Crown corporations and other entilies .. ... .. .. ... L it e et (2,274) (1,556}
Accumulated other comprahensive ICOME . . .. .. (3,859) 4,317
Accumulated defiCit. . . . . 612,330 611,881

4 neluded in this amount are actuarial gains and losses en pensiens and other employee future benefits of enterprise Crown corporations and other government business
enterprises which are a pait of other comprebiensive income but recorded directly to accummiated deficit and therefore are not a component of accunmlated other
coraprehensive income.
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Accumulated other comprehensive income

Forenterprise Crown corporations and other government business enterprises recorded under the modified equity method, certain unrealized
zains and losses on financial instruments and certain actuarial gains and losses related to pensions and other employee future benefits are
recorded in other comprehensive loss or income in accordance with International Financial Reporting Standards (IFRS). The unrealized
gains and losses on financial instruments reflect changes in the fair value of financial assets classified as available-for-sale or derivative
struments used in hedging activities and are excluded from the calculation of profit or loss until realized. Actuarial gains and losses related
to pensions and other employee future benefits reflect differences between the actual and expected returns on plan assets as well as the
difference between actual and expected experience and changes in actuarial assumptions used to determine the present value of the benefit
obligations. In accordance with IFRS, these actuarial gains and losses are recorded directly to retained earnings without reclassification to
profit or loss in a subsequent period.

Other comprehensive loss or income is excluded from the calculation of the Government’s annual deficit. It is instead recorded directly to
the Government’s accuruulated deficit. Upon realization of the gains and losses on financial instraments, the associated amounts are
reclassified to the profit or loss of enterprise Crown corporations and other government business enterprises and then reflected in the
Government's annual deficit. As indicated above, the actuarial gains and losses related to pensions and other employee future benefits are
not reclassified.

The following table presents the different components of other comprehensive income as well as accumualated other comprebensive income
included in the Government’s accumulated deficit:

{in millicns of doliars}

2015 2014
Accumulated other comprehensive income at beginning o year . ... . . 4.317 3,486
Other comprehensive {loss} or income —
Met change in unrealized gains and losses on available-for-sale financial instruments. ... ... . .. ... . L. (450 887
Net change in fair value of derivatives d ated as hedges ... (8) {58)
{ ssiong and other eraployee future benefits ..o o o {1,962) 1,823
AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA (2,36 2,660
Less: Actuarial {1 } gains on pensious and other employes future benafits
recorded directly to accumulated deficit L. L (1,902) 1,823
3,859 4,317

6. Unmatured Debt

Unmatured debt includes:

{in millions of doliars}

2015 2014

Market debt —
Payable in Canadian COITEDOY . L. L.ttt e ettt e e e e e 629,233 632,636
Payable I TOTeIgiu CUITENCIES . . L L. L. i o it i et e e 20,267 16,030
57X O 649,500 £48 666
Cross cnmreney SWap FeVAUATIONS .. .. . . e e e e e 6,669 2,326
Unamortized discounts and premiums on roarket debt. ... oo e 4,296 3,184
Obligation related t0 Capiial 10ASES .. .. ... . L 3,710 3.603
Other srmattured Aebl .. . e e 1,005 1,179
Total nanmnatured debt . . L 665,130 652,958

Unamortized discounts result from Treasury bills and Canada bills which are issued at a discount in lien of interest. Discounts or premiums
also result from the Government’s bond buy-back program and from issuance of market debt when the face value of the instrument issued
differs from the proceeds received. The unamortized portion represents the amount of premium and discount that has not yet been recorded to
public debt charges.
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i. Market debt

The following table presents the contractoal maturity of debt issues and interest rates by currency and type of instriment at gross value
(in Canadian dollars) and the effective average annual interest rates as at March 31, 2015:

{in milbons of dollars)

Meadium-term
Marketable bonds Canada bills notes
Treasury Retail
Maturing year CAD UsD Eure bills debt UsD Usp Euro Total
2016 . 56,409 135,700 3,789 196,800
2017 o 895,367 3,842 567 100,856
2018 L 53,742 4,433 59.399
2019 o 31,023 3,820 35,835
2020 38,056 4 2,723 285 41.567
2021 and subseguent............ .. ... .. 242,822 728 204 214,651
487,413 £2,099 2,723 135,706 3,789 1,520 204 649,108

Less: Government holdings of anmatured

debt and consolidation a o {468) a8 8 {392}
Totaimarketdebt. ... ... ... ... ... .. .. 487.881 12,031 2,723 135.692 5,660 3,789 1,520 204 649500

i Fixed and

Nature of interest rate Fixed ¥ Fixed Fized Variable Variable Variable variable Fixed
Effective weighted average

annual interestrates. .. ... .. .. ... ... 273 1.25 € .81 0.71 0.08 0.38 815

Range of inferestrates. .. ................

.25+ 11.25

(.88« 9.70

0.43 - 1.02

G.50- 140

0.02-020 0.18-2.30

.15

@ Includes $3,910 million of Canada sav

7

$475 million of borrow
3} Debt with terms to maturity of

d

ii.  Obligation related to capital leases

ings bonds having fixed dates of maturity which are redeemable on demand.

%) Includes $68 million of securities held for the retirement of unmatured debt, $15 million of securities held by consolidated Crown corporations and other entities and

gs by consclidated agent Crown corporations.

ss than one year is considered to have a variable interest rate. For marketable bonds and foreign currency notes, some of the fixed
interestrates were converted into variable interestrates through swap agreoments.

4 Includes real return bonds which have avariable component based on the consuner price index.

The total obligation related to capital leases as at March 31, 2015 is $3,710 million (83,603 million in 2014). Interest on this obligation of
$209 million ($214 million in 2014} is reported in the Consolidated Statement of Operations and Accumulated Deficit as part of public debt

charges. Future minimum lease payments are surmmarized as follows:

{in milliens of dollars}

indranm lease payroents

Less: imputed interest at the average discount rate of 5.62 percent

Obligation related to capltal leases ... .

498
519
462
455
349
3,637

5,920
2,210

3,710

A significant number of leases have a duration from inception that falls within the range of 10 to 25 years.
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7. Public Secter Pensions and Other Employee and Veteran Future Benefits

i Overview of benefit plans
(a} Pension benefits

The Government sponsors a nuimber of defined benefit pension plans covering substantially all the employees of the federal public service, as
well as certain Public Service corporations as defined in the Public Service Superannuation Act, territorial governments, raembers of the
Canadian Forces including the Reserve Force, members of the Royal Canadian Mounted Police, federally appointed judges and Members of
Parhiament, including Senators. The public service, Canadian Forces — Regular Force and Royal Canadian Mounted Police pension plans
represent the three main public sector pension plans sponsored by the Government. In addition, some of'the consolidated Crown corporations
and other entities maintain their own defined benefit pension plans covering substantially all of their eroployees. In this vote, the term
“employees” is used in a general manner to apply to plan members of the different groups.

The defined benefit pension plans are designed to provide etployees with a retirement income during their lifetime and, in the case of
Government sponsored plans, are indexed to inflation. The indexation for Crown corporation and other entity pension plans varies
depending on the specific plan. In the event of death, the pension plans also provide an income for a plan member’s eligible survivors and
dependants.

Pension benefits generally accrue as follows:

For the three main public sector pension plans, pension benefits generally accrue based on a member’s average earnings during the
best five consecutive years of earnings and years of pensionable service. Plan members canaccumulate up to a maximuom of 35 vears
at a rate of two percent per year of pensionable service. Pension benefits are coordinated with the Canada and the Quebec Pension
Plan benefits.

For the Canadian Forces — Reserve Force pension plan, pension benefits accrue based on total pensionable service and pensionable
earnings over the service period.

Forthe Memmbers of Parliament retiring allowance plan, basic allowances accrue at a rate of three percent per year of pensionable service
multiplied by the average of the best five vears of sessional indemnity up to a maximum of 75 percent of the plan member’s average
sessional indemnity. Retiring allowance benefits are coordinated with the Canada and the {Juebec Pension Plan benefits at age 60.
Members of Parliament are entitled to benefits after they have contributed to the plan for at least six vears.

For federally appointed judges, pension benefits do not have an explicit accrnal rate. Instead, federally appointed judges may retire with
a pension equivalent to two-thirds of the salary annexed to their office, once the member has completed 15 years of pensionable service
and the sum of the member’s age and years of service equals 80 or more.

Forthe consolidated Crown corporation and other entity pension plans, pension benefits vary depending on the terms of the plans. Some
plans are closed to new entrants.

(b) Other future benefits

in addition to pension plans, the Government and the consolidated Crown corporations and other entities sponsor different types of future
benefit plans, with varying terms and conditions. The benefits are available to eraployees during or after eroployment or upon retirement.
Other future benefits include disability and associated benefits available to war veterans, current and retired members of the Canadian Forces
and the Royal Canadian Mounted Police, their survivors and dependants, health care and dental benefits available to retired employees and
their dependants, accumulated sick leave entitlements, severance benefits and workers ’ compensation benefits.

ii. Financing arrangements

The Government has a statutory obligation to pay the pension benefits it sponsors. Pursuant to pension legislation, the transactions for funded
and unfunded pension benefits are tracked in the pension accounts within the accounts of Canada.

(a) Funded pension benefits

The pension plans are generally financed from employee and employer contributions, as well as investment earnings. Pension benefits
funded by the Goveroment relate to post March 2000 service that falls within the fncome Tux Aot liits for the three main public sector
pension plans and all service for the Canadian Forces — Reserve Force pension plan, as an amount equal to contributions less benefit
payroeunts and other charges is invested in capital markets through the Public Sector Pension lovestment Board (PSPIB). Funded pension
benefits also relate to consolidated Crown corporations and other entities where pension plans’ funds are held in external trusts that are
legally separate from Crown corporations and other entities.
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(b} Unfunded pension benefits

For unfonded pension benefits, separate market iovested funds are not maintained. These relate to pre April 2000 service and post
March 2000 service that falls above the /ncome Tax Act limits for the three main public sector pension plans, all service periods for the
pension plans of the federally appointed judges and Members of Parliament, and some of the consolidated Crown corporation and other
entity pension plans. Employee and employer contributions for unfunded pension benefits sponsored by the Government are part of general
government funds. Contributions amounted to $247 willion (3260 million in 2014).

() Other future benefits

Other employee and veteran future benefit plans sponsored by the Government and alrost all of the other employee futore benefits
sponsored by the consolidated Crown corporations and other entities are unfunded. The health care and dental plans for retired employees are
coutributory plans, whereby contributions by retired plan members are made to obtain coverage. These contributions amounted to
$211 million in 2015 ($201 million in 2014). The cost of benefits earned and benefits paid are presented net of these contributions.

iii. Acwarial valuations
(a) For funding purposes

Pursuant to the Public Pensions Reporting Act, actuarial valuations of the pension plans sponsored by the Government are performed at least
every three years to determine the state of the pension plans, as well as to assist in making informed decisions regarding the financing ofthe
Government’s pension benefit obligations. The actuarial assurnptions underlying the valuations are based on the actuary’s best estimates.

The most recent triennial actnarial valuations were conducted as at March 31, 2013 for the Canadian Forces —~ Regular Force, Canadian
Forces — Reserve Force, the Members of Parliament and the federally appointed judges pension plans; as at March 31, 2012 for the Royal
Canadian Mounted Police pension plan; and as at March 31, 2014 for the public service pension plan, for which the valuation is currently
n-progress.

{b) For accounting purposes

Actuarial valnations of the public sector pension and other employee and veteran future benefit plans are performed every year to measure
and report the obligations and to attribute the costs of the benefits to the period. Actoarial valuations are conducted as at March 31, except for
some of the consolidated Crown corporations and other entities for which the actuarial valuations are conducted as at December 31. The
actuarial valuations are based on the most recent or any in-progress actuarial valuation for funding purposes, as applicable, 1o regards to the
majority of the demographic assumptions. The other assumptions underlying the valuations are based on best estimates of the Government or
of management of the consolidated Crown corporation and other entities.

iv.  Changes to bengfit plans
(a) Plan amendments

in 2015, amendments were made to the veteran future benefit plans thereby improving and expanding eligibility for certain benefits.
This includes modifying the Earnings Loss Benefit to ensure that part-time Reserve Force veterans have access to the same minimum
level of income support as Regular and full-time Reserve Force veterans and to ensure their benefits are calculated in the same way;
expanding access to the Permanent Impairment Allowance to help compensate disabled veterans for the loss of career opportunities
associated with their disabilities; and changes to vocational rehabilitation so that there is more flexibility in identifying a suitable
employment goal — one that reflects both their military and civilian work experiences. Furthermore, access to treatment and long-term
care benefits were improved by expanding services within the Operational Stress Injury Social Support Program as well as the transfer
ofthe Sainte-Anne’s Hospital to the government of Quebec effective April 1, 2016. New veteran firture benefits were also created. This
includes the Family Caregiver Relief Benefit which will provide annual financial support to eligible veterans who have an informal
caregiver who plays an essential role in the provision or coordination of their care. The Retirement Income Security Benefit was
created to provide additional financial security after the age of 65 for moderately to severely disabled veterans. The new Critical Injury
Benefit will compensate eligible Canadian Armed Forces members and veterans for the immediate impacts of the most severe and
traumatic service-related injuries or diseases between the time the injury occurs and the time when their condition becomes medically
stable. These amendments resulted in one-time past service cost of $1,828 million and the immediate recognition of a previously
unrecognized net actuarial gain of $69 million.

With respect to the employee severance benefit plan, an amendrent was agreed upon resulting in a one-time past service cost of $3 million
($23 million in 2014) and the immediate recognition of a previously unrecognized net actuarial gain of $3 million (nil in 2014).

In 2014, an amendment to the Public Service Health Care Flan resulted in a one-time past service cost reduction of $7,890 million and the
immediate recognition of a previously unrecognized net actuarial loss of $7,106 million. Amendments to the veteran future benefit plans
resulted in one-time past service costs of $317 million. The amendments to the veteran future benefit plans also resulted in the immediate
recognition of a previously unrecognized net actuarial gain of $49 million.
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(b} Plan curtailments

In 2015, former emplovees ofthe Candu Reactor Division of Atomic Energy of Canada Limited ceased to be employed in the public service
and became employed by a new employer. As aresult, new regulations defer the availability of pensions under the PSSA for those individuals
who choose to leave their acerued pension benefits under the PSSA until such time as they cease to be eruployed with the new employer. The
impact of this curtatlment is a one-time past service cost of $51 million and the immediate recognition of a previously unrecognized net
actuarial gain of $6 million.

Beginning in 2011, the accumulation of severance benefits for voluntary departures ceased for certain employee groups. Employees subject
to these changes are being given the option to be paid the full or partial value of benefits earned to date or collect the full or remaining value of
benefits upon departure from the public service. The impact of the curtailments is a one-time past service cost reduction of $3 million
($94 million in 2014) and the immediate recoguition of a previously unrecognized net actoarial gain of $37 million (net actuarial loss of
$69 million in 2014), representing the portion related to the obligation for employees subject to the curtailments.

(¢} Plan settiements

In 2015, payments of $643 million ($1,178 million in 2014) were made to employees affected by the curtailments of the severance benefit
plan who opted to cash out the full or partial value of their accumulated beunefits. Because the actual cost of settling part of the obligation
differed from the Hability previously recorded, a one-time past service cost reduction of $49 million (past service cost of $127 million in
2014) was recognized along with a previously unrecognized net actuarial gain of $101 million (net actuarial loss of $131 million in 2014),
representing the portion related to the obligation for emplovees subject to the settlements.

v.  Net future benefit linbilities

The accrued benefit obligations in respect of public sector pension and other employee and veteran future benefit plans are presented net of
pension assets and vnrecognized net actuarial gain or loss, as well as contributions and benefits paid by some of the consolidated Crown
corporations and other entities after their measurement date of December 31 up to March 31, in the Consolidated Statement of Financial
Position. The details are as follows:

fa) Accrued benefit obligations

The changes in the accrued benefit obligations during the year were as follows:

(in miliions of dollars)

2015 2614

Pension benefits

Pension benefits

Other future Other futurs

Fundad

Enfundad Total enefits Fundad Unfended  Total benafits
Accrued benefit obligations at beginning of year ... ... ... .. .. 97,912 156,452 254,364 82,170 159,666 249514
Benefitseamed. . ................. £,332 274 £,602 2,844 285 £,769
Interest on average acerved benefit oblig 4,983 7,597 12,560 2,857 5,154 12,606
Benefitspaid . ... .. . L (2,282 (3,613 (10,895} (5,062 (8.495) (10,484}
(81 (103} (1863 {66} (114) (1913
Nettransferste otherplans ... ... .. .. .. oo {559} (1143 {6733 (1423 (633}
Planamendments .. .. ... ... . i 1,831
Plancurtailments . ... ... . e (40; (113 51 (3)
Plan settiements {49}
Actnarial {gains) lo 3,130 7,612 10,742 21,741 {915} 2,362y (3,217 (16,459}
Accrued benefit obligations atend of year . ... .. . . L 109,375 163,088 272,463 106,263 87,912 156,452 254364 82,170
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(b) Pension assets

Pension assets include investments held by the PSPIB that are valued at market related value; consolidated Crown corporations’ investiments,
the majority of which are valued at fair value; and contributions receivable from employees for past service buy-back elections.

The changes in pension assets during the year were as follows:

Investments at beginning of year. . .................... ...
Expected retumn on average value of investments .. ........ ... ... .. ..

Countributions -
Employee:
Public Service corporatio

corparations and other entiti

GOVETRMERE . . ...ttt
Benefits paid, transfersand others. .. ... .. ... .. L.
Actuarial gains. . ... ... .. L

Imvestments atend ofyear. . ... . o o o
Coniributions reccivable from employees for past service. . ...

Total pensien assets atend of vear .. ... oL

ernxnents and Crown

(in millions of dollars})

2615 2614
Funded Other Funded Other
pension future pension future
benefits benefits benefits benefits
92,913 5 79,746 6
4,764 3,961
2,553 2,423
420 1 456 2
4,161 4418
(2,736) 3y (2424) €)
8,685 4,333
110,760 3 92,913 5
587 568
113,347 3 63,481 5

Actuarial gains of $2,778 million ($94 million in 2014) were incorporated in the market related value of the investments to adjust for the
limit of plus or minus 10 percent in the difference between the market related value and the market value of the investments at the end of

the year.

At March 31, 2015, the market value of the investments is $122.023 million ($102,319 million in 2014). The actual rate of return of
investments calculated on a time-weighted basis was 14.9 percent (15.6 percent in 2014) during the year.

(¢} Net future benefit Habilities

A reconciliation of the accrued benetit obligations to the amounts of net future benefit liabilities follows:

{inn millions of dollars}

;S

2615

2014

Pension benefits

Pension benefits

Other future

Other future

Funded Unfunded Total benefits Funded Usfunded  Total benefits
Accrned benefit obligations ... .. L o 163,088 272,463 106,263 97,912 156,452 254,364 82,170
Fegs: Pension assels. ... .. . s 111,347 3 93,481 93,481 5
Subtotal. .. ... ... {1,972y 163,088 161,116 106,260 4,431 156,452 160,883 82,163
Plus: Unrecegnized net actuagal gatn (Jess loss) ... .. ... .. .. 6,475 (16,147) {9,672y  (30,118) 810 (9436  (8,626) (103,204)
Less: Coutributions after measurement date up to March 31 ... .. 43 43 33 33
Less: Benefits paid after measurement date up to March 31, ... ... 2 2
Met future benefit Habilitles ... ... ... . o L L 4,460 146,941 151,401 76,140 5,208 47016 152,224 71,959
The net futnre benefit Habilities were recoguized and presented in the Consolidated Statemnent of Financial Position as follows:
Pablic sector pension Mabilities .. ... oo 5,723 146,941 152,664 6,146 147,016 153,162
Other employee and veteran fuutnre benefit Babilities .. ... 0. 1L 76,140 71,959
Total pensions and other future benefit liabilities .. .. ....... .. 5,723 146,941 152,664 76,140 6,146 147016 153,162 71,959
Less: Public sector penaion assets ... ... L oo 1,263 1,263 938 938
Net future benefit labilities ... ... ... . 4,460 146,941 151,401 76,140 5,208 147,016 152,224 71,959
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vi. Future benefit and inferest expenses

The cost of public sector pension and other emplovee and veteran fature benefit plans is comprised of benefit and interest expenses. Benefit
expense of $11,164 million ($13,273 million in 2014) and interest expense of $10,653 million ($11,289 million in 2014) are included in the
Consolidated Statement of Operations and Accamulated Deficit. More specifically, a benefit expense of $11.144 raillion ($13,221 million
in 2814) is included in ministries expenses, an interest expense of $10,748 million (811,328 million in 2014) is included in public debt
charges and a balance of $75 million in benefit and interest expenses is included as a reduction ($13 million increase in 2014} in Crown
corporations’ expenses. The components of the benefit and interest expenses are as follows:

{in millions of dollars)

2048 2014
Pension benefits Pension benefits
Othier futnre Other future
Funded Unfunded  Total benefits Funded Unfunded  Total benefits
Benefit expense -
Benefits earned, net of enployee contributions. .. ... .. .. .. 3561 21t 3772 2,844 3,818 227 4,045 3,429
Actuarial fosses recoguized duting the year. .. ... ..o oL 98 01 G99 2537 61t 1,343 1,954 4,105
Planamendments. ... ... ... . ... i 1,831 (7,550}
Plancurtallmenis . .. ... ... {40 [$3)] 51 (3 (%4
Plan seitlements {49} 127
Actuarial (gain
arsendments, curtailioents {¢) (&) 21 7,257
Total ... 3,613 1,101 4,714 6,450 4429 1,570 5,999 7274
Juterest expense
Interest on average accrued benefit obligations. .. ... ... . .. 4,963 7587 12,360 2,857 4,452 8.154 12.66¢ 2,644
Expected return on average market related value of
INVESHMENIS .. .. ... (4,764) 4,764 3.961) (3.961)
Total ... 199 7,597 7,796 2,857 451 8,154 8,645 2,644

vii. Actuarial assumptions

The assumptions used in the actuarial valeations for accounting purposes are based on the Government’s or the counselidated Crown
corporations and other entities management’s best estimates of expected long-term experience and short-term forecasts, as well as the
majority of the demographic assumptions underlying the most recent or any in-progress actuarial valuations for funding purposes. The
assumptions include estimates of future inflation, interest rates, retumns on investments, general wage increases, workforce composition,
retirernent rates and mortality rates.

The discount rates used to measure the present value of the accrued benefit obligations, as well as the costs of benefits eamed, plan
arpendroents, plan curtailments, plan settlements and the interest expense, for public sector pensions and other emplovee and veteran foture
benefits sponsored by the Government are as follows:

for funded pension benefits, the strearned expected rates of return on invested funds;
for unfunded pension benefits, the streamed weighted average of Governiment of Canada long-term bond rates; and
for other future benefits, the expected Government of Canada long-terra bound rate at the valuation date.

The streamed weighted average of Government of (anada long-term bond rates is a calculated 20-year weighted moving average of
Government of Canada long-term bond rates projected over time. The streamed rates take into account historical Government of Canada
long-term bond rates and, over time, reflect expected Governiment of Canada long-term bond rates.
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The principal actuarial assumptions used in measuring the accrued benefit obligations as at March 31 for Government sponsored plans, as
well as the related future benefit and interest expenses for the yvear, were as fol HO‘\V{!.

2015 2014
Acerued Benefit and Accrusd
benefit interest bencfit interest
obligations exXpenses obligations exXpenses
Discount rates \7 -
Funded pension benefits 5.8% 4.9 % 59 %
Unfanded pension benefits 4.2 % 5.1% 4.6 %
Other employee and veteran future benefits. ... ..o o o 2.4% 3.5% 3.5 %
Expected rate of return on Ivestments. . ... .. ... i 4.9 “/c
Long-termrate of inflation. .. ... .. ... .. . oo 2.0% 2.0% 2.0%
term general wage jncrease . . 2.6% 2.6 % 2.6%
Assumead health care cost trend rates
L health care cost trend rate . e 4.5 % 4.6 % 4.6 % 3.8 %
d rate is expected to stablluc at ........................... 4.8 % 4.8 % 4.8 % 4.8 %
Year that the rate (s expected to stabihize .. ..o o oo o o 2024 2023 2023 2022

1 The streamed discount rates used to measure the acerued benefit obligations are equivalent to the flat discount rates presented in the table. The initial discount rates used
to measure the benefit expense are presented in the table whereas the ultimate discount rates are expected toreach 6. | percent by 2022 (6.1 percent by 2020 in 2014) for
the funded pension benefits and 5.1 percent by 2040 (5.1 percent by 2036 in 2614) for the unfunded pension benefita. The interest expense is caleulated using the
discount rates presented in the table.

The discount rates used by the consolidated Crown corporations and other entities to measure their accrued benefit obligations range from
4.8 percent to 6.3 percent (5.7 to 6.3 percent in 2014) for the funded pension benefits, from 2.2 percent to 3.5 percent ( 3.1 to 4.3 percent
in 2014} for the unfunded pension benefits, and from 2.2 percent to 4.0 percent (2.8 to 4.8 percent in 2014) for the other employee future
benefits.

The expected average remaining service life (EARSL) ofthe employees represent periods ranging from 4 to 23 years (3 to 23 years in 2014)
according to the plan in question; more specifically, from 11 to 15 vears (11 to 15 years in 2014) for the three main public qectmpenﬁion plans.
The average mmammg, > life expectancy (ARLE) of the benefit recipients under wartime veteran plans represent periods ranging from 6 years
to 11 yvears {6 to 11 vears in 2014).

vifi. Sensitivity analysis

Changes in assumptions can resolt in significantly higher or lower estimates of the accrued benefit obligations. Thetable below illustrates the
possible impact of a one percent change in the prmmpal actuarial assumptions. Note that for the mnsitivity to the discount rates, the
one percent change was considered only for the future expected Government of Canada long-term bond rates and not for the historical
Government of Canada long-term bond rates included in the determination of the streamed discount rates used to measure the unfunded
pension benefits sponsored by the Government.

{in millions of dollars)

2015

2614

Pension benefits Pension benefits

Other futurs Other future

Funded Unfunded benefits Fundad Unfunded benefits
Possible impact on the accrued benefit obligations due to:

Increase of | % in discountrates . ... ... (17,360) (8,700) (17,260} (15,600} (8,400} {11,600y
Drecrease of 1 % in discountrates. ... ... . i 27,560 9.106 23,560 20,400 9500 15,300
Tncrease of 1 % inyate of inflation. . ... ... .. 14,360 20,400 24,960 12,700 19,300 13,900
Decrease of | % wreate of inflation . ... .. . .. .o (11,800) (17,006) (10,3003 (16,200 {10,600}
Increase of 1 % in general wage increase ... ..o L 6,100 1,200 5,700 1,400 400
Decrease of T % (o general wage increase. . e (5,300) {1, 100) {460) (5,000) (41,2003 {300}
Increase of 19 in asswned health care cost tren d rates. .. ... .. 7,500 4,700
Decrease of | % in assumed health care cost trend rates . ... ... (5,400) (3,500}
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8. Other Liabilities

Other liabilities include:

(in roillions of dollars)

2015 2014

Due to Canada Penaion Plam . .. e 212 140
Others —

Government ADNBIHES ACCOUNT . . L Lt et 150 166

Deposit and rust QCCOUEES. ... .. e e 1,675 £,686

Other specificd purpose aCCOUNTS .. ...ttt ettt 3,965 3,922

5,790 5,774

Total other Habillies . oL 6,002 5,914

i.  Due to Canada Pension Plan
Asexplained in Note 1, the financial activities ofthe Canada Pension Plan (CPP) are not included in these consolidated financial statements.

The CPP is a federal/provincial social insurance program established by an Actof Parliament. It is compulsory and in operation in all parts of
Canada, except for the Province of Quebec. The objective of the prograrm is to provide a measure of protection to workers and their families
against the loss of earnings due to retirement, disability or death. The CPP is financed from employees, emplovers and self-employed
workers contributions, as well as investments earnings. The CPP’s investments are held and managed by the Canada Pension Plan
Investment Board {("PPIB). As administrator of the CPP, the Government’s authority to provide benefits is limited to the consolidated net
assets of the CPP. At March 31, 2015, the fair value of the CPP’s consolidated net assets is $269.613 million ($223,209 million in 2014).

Pursuant to the Canada Pension Plan Act, the transactions of the CPP are recorded in the Canada Pension Plan Account {the Account) within
the accounts of Canada. The Account also tracks the amounts transferred 1o or received from the CPPIB. The $212 million (3140 million
in 2014} balance in the Account represents the {UPP’s deposit with the Receiver General for Canada and, therefore, is reported as a liability to
the CPR

ii. QOthers

Deposit and trust accounts are a group of liabilities representing the Govermment’s financial obligations in its role as adrinistrator of certain
funds that it has received or collected for specified purposes and that it will pay out accordingly. To the extent that the funds received are
represented by negotiable securities, these are deducted from the corresponding accounts to show the Government’s net liability. Certain
accounts earn interest which is charged to interest on the public debt. One of the largest deposit and trust accounts is the Indian band funds
account in the amount of $835 million (3833 million in 2014). This account was established to record funds belonging to Indian bands
throughout Canada pursuant to the /ndian 4ct.

Other specified purpose accounts are liability accounts that are used to record transactions made under authorities obtained from Parliarnent
through either the Financial Administration 4ct or other specific legislation. Certain accounts earn interest which is charged to interest on the
public debt. The largest other specified purpose account is the Public Service Death Benefit Account totalling $3,424 million ($3,3 10 mitlion
in 2014). This account was established under the Public Service Superannuation Actto provide life insurance to contributing members of the
public service.
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9. Cash and Cash Equivalents

Cash and cash equivalents are as follows:

(in millions of dollars)

2015 2014
28,845 27,469
6,154 3.960
Total cash and cash equivalefils . . L e 34,999 31,429

M Iueloded in cash is $20,000 mitlion {$20,00¢ miltion in 2014} which has been designated as a deposit held at the Bank of Canada with respect to prudential liquidity
managewment undertaken by the Government.

16. Taxes and Other Accounts Receivable

Taxes receivable represent tax revenues that were assessed by year end as well as amounts receivable due to the accrnal of tax revenues as at
March 31. These accrued receivables are not due until the next fiscal year. They also include other receivables for amounts collectible through
the tax system such as provincial and territorial taxes, Employment Insurance premiums and Canada Pension Plan contributions.

The Government hag established an allowance for doubtfil accounts of $13,138 million ($12,690 million in 2014) and has recorded a bad
debt expense of $3,910 million (33,751 million in 2014). The allowance for doubtful accounts is management’s best estimate of the
collectability of amounts that have been assessed, including the related interest and penalties, but not yet paid. The allowance for doubtful
accounts has two components. A general allowance is calculated based on the age and type of tax accounts using rates based on historical
collection experience. A specific allowance is calculated based on an annual review of all accounts over $10 million. The allowance for
doubtfnl accounts is adjusted every year through a provision for doubtfnl accounts and is reduced by amounts written off as uncoliectible
during the year. The annual provision is reported as a bad debt expense which is charged against other program expenses. The details of the
taxes receivable and allowance for doubtful accounts are as follows:

(inmiliions of dollars)

2015 2014

Total Allowance Total Allowance

taxes for doubtful taxes for doubtful

receivable accounts Net receivable accounts Net
Income taxes receivable —

Individuals 55,150 6,660 48 490 52,161 6,621
Employers 17.652 1,052 16,600 16,127 945
Corporations 16,964 2,282 14,682 15416 2,152
Non-residents .. .. ... e 1,462 138 1,324 1.442 138
Goods and serv taxreceivable. . ... . L L 18,248 2,785 15463 17,752 2,779
{astoras duties rec 266 24 242 246 16
Excise taxes and duties receivable ... .. . ..o L. £,895 197 1,698 2,041 K3
Total L 111,837 13,138 98,499 105,179 12,690

Other accounts receivable represent billed or accrued financial claims arising from amounts owed to the Government at year end. Total other
accounts receivable amount to $5,418 million ($6,521 million in 2014) and are presented net of an allowance for doubtful accounts of
$2.220 million ($1,865 million in 2014).
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11. Fereign Exchange Accounts

Foreign exchange accounts represent financial claims and obligations of the Government as a result of Canada’s foreign exchange
operations.

The Government holds certain investments in its Exchange Fund Account to provide general liquidity and to promote orderly conditions in
the foreign exchange market for the Canadian dollar. As at March 31, 2015, the fair value of the marketable securities held in the Exchange
Fund Account is $84,241 million {$68,976 million in 2014).

Subscriptions and foans to the International Monetary Fund (IMF) and special drawing rights allocations are denominated in special drawing
rights (SDR). The SDR serves as the unit of account for the IMF and its value is based on a basket of key international currencies (IS dollar,
Euro, Japavese yen and British pound sterling). Canada participates in two roulti-lateral lending arrangements with the IMF along with a
group of other member countries. Collectively, maximum direct lending under the nulti-lateral arrangements is limited to no more than the
equivalent of SR 8,517 million (§$14,881 million} at March 31, 2015,

The following table presents the balances of the foreign exchange accounts:

{in moillions of dollars)

2415 2014
International reserves held in the Exchange Fund Account —
Cash and cash equivalents —
U B0 BT, L L e 441 391
BUTO. o 189 31
Britlsh pound s1erliig o e e e 48 2
JRPRIESE YOI . . oLttt e e 17 10
R Or T e POsIES L L L e 223
[N 677
60,558 46,6306
17,685 19.903
British pound ster 2,405 199
JAPAIIESE YOEL. . o ottt ettt e et et e e e e e e e e e e 794 316
Al 81,442 67,054
Special drawing righis ... . 9.818 9,628
GOl . i 6 [
Total internatioual reserves held in the Exchange Fund Account. .. . . e 91,961 77,365
International Mouetary Fund —
SHBSCIIPHONS . o Lo e 11,129 10,883
OIS o Lo e e e 1,353 1,665
o O P 134,443 849,913
Less:
International Moenetary Fund —
Special drawing rights allocalions. .. .. e e 10,463 10,232
Notes Payable. L e 8,962 7,419
L A PPN 19,425 17.651
Total foreign exXChange aCoOIES . ... L e e e e ey 85,018 72,262
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12. Crown Corporations and Other Entities

Parent Crown corporations are included in the reporting entity of the Government. There are also a number of not-for-profit organizations
and other govermment business enterprises that meet the definition of control for financial reporting purposes and are included in the
reporting entity of the Government.

i.  Consolidated Crown corporations and other entities

Some Crown corporations and not-for-profit organizations rely on the Governiment for most of their financing and their financial activities
are consolidated in these financial statements. The raajor consolidated Crown corporations are Atomic Energy of Canada Limited, Canadian
Air Transport Security Authority, Canadian Broadcasting Corporation, Canadian Commercial Corporation and VIA Rail Canada Inc. The
major consolidated not-for-profit organizations are the Canada Foundation for Innovation and the Canada Foundation for Sustainable
Development Technology.

ii.  Enterprise Crown corporations and other government business enterprises

The remaining Crown corporations are government business enterprises able to raise substantial portions of their revenues through
commercial business activity and are therefore considered self-snstaining. These Crown corporations are referred to as enterprise Crown
corporations. The major enterprise Crown corporations include the Bank of Canada, Canada Mortgage and Housing Corporation, Canada
Post Corporation and Export Development Canada.

In addition, there are a number of self-sustaining government business enterprises that are not Crown corporations but which are controlled
by the Governiment. These are referred to as other government business enterprises. Investments in enterprise Crown corporations and other
government business enterprises are recorded under the modified equity method.

The following table presents the Government’s recorded loans, investments and advances in significant enterprise Crown corporations and
other governiment business enterprises:

(in millions of doliars}

2815 2014
{nvesiments —
Canada Mortgage and Housing COrporation . .. ... e 18,733 16,511
Export Development Canata. . . . 8,527 7,276
Faou Credit Camada . .o 4,855 4166
Basiuess Development Bask of Canada. .. L. L o e 4,745 4,339
Canada Development Investment COMpOTAatION . .. ... e e 3,880 4853
1,801 56¢
(2,277) (1,1403
3,544 3,644
TOtal INVESEIICIES . . . . Lt ot ittt e e e e 43,808 41,317
Loans and advances —
Fammn Credit Canada . .. .o e e 22,691 22,02
Basiness Development Baok of Canada. (. o e 15,676 14,320
Canada Mortgage and Housing Corporation . .. ... ... e e e e 10,708 21,173
T 333 148
Total loans and AdVARCES . . ... . o e e e e 45 408 37,670
Less:
Loaus expected to be repaid from fitars appropriations. .. .. . e 3,792 4,145
Unamortized disceunts and promiilins . ... s 49 27
3,841 4,172
Total leans, investinents and advances to enterprise Crown corporations and other governinent business enterprises. ... .. 89,375 94,815
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The following table presents the summary financial position and results of enterprise Crown corporations and other government business
enterprises:

{nrillions of d

2015 2014
Government, Government,
Crown Crown
corporations corporations
Third and other Third and other
Parties entities Total Parties entities Total
Assets -
Fluanecial assels ... .. . 0 352,984 103,664 456,648 349,246 97,118 446,364
Noo-financial assets. .. ... . . . 918G 9180 9,359 9,359
362,164 103,664 465,828 358,605 97,118 455,723
349,723 71,735 421,458 333,096 80,951 414,047
44,370 41.676
Elimination adjustments. . ... .. o o (562) {359}
BquitvofCanada . ... ... . ... . 43,808 41,317
BEVEIIES . . ottt e e e 27,247 4,467 31,714 27478 4511 31,989
20,916 2,402 23,318 22,999 3,063 26,064
8,396 5,925
Adipstments and others ... ... ... ... [€2 )] 20
Profit. .o 8,365 5,945
Other changes in equity —
Other comprehensive {loss) or income. . .. ... (2,360 2,660
Dividends /. ... (2,341 (5,215}
Capital B . (1,036) 50
Otheradjustments . ... ... . o oo oL (143)
2,451 3,440
Equity of Canada at beginning of vear .. ... .. ... L 41,317 37.877
Fuitvof Capadaatend ofyear ... .. . .. . .o 43,208 41,317
Contractual obl 44 833
Contingent habiliti 2,409

O Amounts reported as dividends incinde $1,041 million ($1,331 million in 2014) from Canada Develepment Investment Corporation, $1,100 millicn
(51,127 millionin 2014) fromthe Bank of Canada and ni1 (32,569 million in 2014} from Export Development Canada.
@ Amounts reported as capital include a return of capital of $1,030 million {nil in 2014} from Canada Development Investment Corporation.

ifi.  Non Public Property

Non Public Property (NPP}, as defined under the National Defence Act, consists of money and property contributed to or by Canadian Forces
members and is administered for their benefit and welfare by the Canadian Forces Morale and Welfare Services (CFMWS). The CFMWS is
responsible for delivering selected morale and welfare programs, services and activities through three operational divisions, Canadian
Forces Exchange System (CANEX), Personnel Support Programs and Service Income Security Tnsurance Plan (8ISIP) Financial Services.
Under the National Defence Act, NPP is explicitly excluded from the Financial Administration Act. The Government provides some services
related to NPP activities such as accommodation and security for which no amount is charged. The cost of providing these services is
inchuded in the consolidated financial statements of the Government of Canada. In 2015, CFMWS administered estimated revenues and
expenses of $327 million ($400 million in 2014) and $294 million ($331 million in 2014} respectively and had net equity of $708 million at
March 31, 2015 (3685 million at March 31, 2014). These amounts are exchuded from the consolidated financial statements ofthe Government
of Canada.
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13. Other Loans, Investments and Advances

The following table presents a summary of the balances of other loans, investments and advances by category:

(in millions of dellars}

2018 2614
National governments, including developing countries and international organizations —
National govermments including developing counteles. . ... . . 988 382
International OrgARIZALIONS . . .. ...\ttt e e 26,189 19,150
Ol L e 20477 19,532
Other loaus, investments and advances —
Provineial and territorial OVErMBEnts . . . e £tz 1,877
Other loans, investments and 8dVanCes. .. ... .. .. . 28.324 26,583
29,436 28,460
50,613 47,992
26,307 25,172
Total other loans, investments and adVABCES. . ... ... e 24,306 22,820

The following table presents a suramary of the balances of other loans, investments and advances by currency:

2015 2014
Leans, investments Foreign Loans, mvestraents
and advances exchange and advances

in base currency rate CAD
Canadiandoliar. . ... .. . . 45,253 457253 43 348
US dollar . . .. 4,123 1.26666 5,222 4.5
Special drawing rights «. .. L e 68 1.7472¢ 119 78
Various other carrencies. .. ... ... ... L o 19 17
Total L 56,613 47,592

Loans to national governments consist mainly of loans for financial assistance totalling $400 million {nil in 2014), international development
assistance to developing countries totalling $164 million ($187 million in 2014), and development of export trade totalling $424 million
(3195 million in 2014} which are administered by Export Development Canada. Certain loans are non-interest bearing and others bear
interest at rates varying from 1.0 percent to 10.3 percent. Theseloans are repayable over | to 31 years, with final immstalments due in 2045,

Loans, investments and advances to international organizations include subscriptions to the share capital of international banks totalling
$12.654 million ($11,951 million in 2014) as well as loans and advances to associations and other international organizations totalling
$7,536 million (37,201 million in 2014). These subscriptions are composed of both paid-in and callable capital. They do not provide a retumn
on investment but are repayable on termination of the organization or withdrawal from it. Most loans and advances to international
organizations are made to banks and associations that use these funds to make loans to developing countries at significant concessionary
terms.

Loans to provinces and territories include loans made under relief acts and other legislation. Loans totalling $789 million (81,234 million
in 2014} are non-interest bearing and are repayable over | 1o 11 years. An amount of $320 miltion ($640 rillion in 2014) is due from
British Columbia regarding the Comprehensive Integrated Tax Coordination Agreement and is due in eqnal annual instalments with the
final payment due March 2016. The Government has not collected interest on these amounts. The remaining loans totalling $3 million
(33 million in 2014) bear interest at rates varying from 4.5 percent to 9.5 percent with final instalments due in 2015.

Other loans, investments and advances include portfolio investruents and loans and advances under various programs to individuals and
organizations which include loans under the Canada Student Loans Program of $17,519 million ($16,739 million in 2014}, and loans for
developroent of export trade which are administered by Export Development Canada of $2,772 million (32,595 million in 2014). Collateral
of $259 million ($272 million in 2014) is held on loans for development of export trade. Loans under the Canada Student Loans Program are
provided interest-free to full-time students and afterward bear interest at either a variable prime rate plus 2.5 percent or a fixed prirae rate plus
5.0 percent. The repayiment period is generally 10 years. Certain loans for development of export trade are non-interest bearing and others
bear interest at rates varving from 1.9 percent to 12.8 percent. These loans are repayable over | to 9 years, with final instalments due in 2023,
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14. Tangible Capital Assets

Tangible capital assets consist of acquired, built, developed or improved tangible assets, whose useful life extends beyond the fiscal year and
which are intended to be used on an ongoing basis for producing goods or delivering services, including ruilitary activities. Tangible capital
assets include land, buildings, works and infrastructure, machinery and equipment including computer hardware and software, vehicles
including ships, aircraft and others, leasehold improvements, and assets under construction. Software and leasehold tmprovements include
only the cost of assets acquired since Aprit 1, 2001. Tangible capital assets also include assets under capital lease. Renewal options for assets
under capital leases are typically for periods of 3 to 5 years and are exercisable at the discretion of the lessee.

Except for land, the cost of tangible capital assets nsed in Government operations is generally amortized on a straight-line basis over the
estimated useful ife of the asset as follows:

B RS oot 10 to 40 years

Works and infrastructure U L 5 to 40 years

Machinery and equipwent. . ... .. .. 3 to 30 years

Vehicl 3 to 40 years

Leaschold improve lesser of useful iife of improversent or lease term
Assets nader co once (o service, in accordance with asset type
Assets nader capital I0Ases . ... L. e i accordance with asset type or over the lease term

) Except for the Confederation Bridge, which is amortized over 100 years.

The following table presents a sumunary of the transactions and balances for the main categories of tangible capital assets:

{in milbiens of dollars}

Cost Accumulated amortization
Net Net
Amerti- baok book
Opening Acqui- Adjus {esing Opening zation ] Closing value valne
balance sitions  Disposals ments ) balance balance expense  Disposals menis  balance 2015 2014
Land... ... .. ... 1,597 3& (32} 4 1,605 1,605 1,597
Buildings. ............ 27,047 229 (350} 2,424 29,350 14,334 787 (3163 £55 14936 14414 12,717
Works and
infrastructure. ... .. .. 13,977 227 {160} 505 14,549 8,001 419 (1423 2} 8,276 6,273 5976
Machinery and
e 34,556 484 {1,296) 1,181 24,686 1,989 {588y 9,313 2,876
Vebicles.............. 36,452 157 {528 1,534 22,426 1,481 {279} 14235 14,032
Leaschold
mprovements . ... ... 72 32 (98) 210 3,116 1,787 206 {83) 1,910 1,206 £,185
Assets under
construction. ........ 13,85¢ 5,639 (230 (5,900 13,359 13,359 13,850
Assets under .
capital leases .. ... ... 4,517 450% (130} 74 4,861 1,808 228 (114} 3 1.919 2,942 2,709
Total............. ... 134,968 7,204 (2,816) 32 139,388 73,626 5,050 (1.822) (253) 76,641 63,347 61,942

U Adjustments include assets under construction ¢f $5,193 million that were transferred te other categories upon completion of the assets.

@ Acquisitions ofassets under capital leases do not involve the use of cash and are therefore excluded from the Consclidated Staternent of Cash Fiow.

Some leases have escalation clauses for the operating cost component and are based on the consumer price index.
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15. Financial Instruments

The Government uses various financial instruments to manage financial risks associated with its financial assets and Habilities. The
Government does not hold or use derivative instruments for trading or speculative purposes.

i Derivative financial instruments

(a) Swap agreements

Government debt is issued at both fixed and variable interest rates and is denominated in Canadian dollars, US dollars and Furos. The
Government has entered into cross currency swap agreements to facilitate manageroent of its debt structure. Using cross currency swap
agreements, Canadian dollar and other foreign currency debt has been converted into US dollars or other foreign currencies with either fixed
interest rates or variable interest rates. As a normal practice, the Governruent s swap positions are held to maturity.

The interest paid or payable and the interest received or receivable on all swap transactions are recorded as part of public debt charges.
Unrealized gains or losses due to fluctnations in the foreign exchange value of the swaps are presented in the cross currency swap revaluation
account and are recognized as part of net foreign exchange revenues in the Consolidated Statement of Operations and Accumulated Deficit.

Cross currency swaps with contractual principal armounts outstanding at March 31, stated in Canadian dollars, are as follows:

{in millions of doliars}

Matnring year 2018

2 T 5,107
2 4,898
2 5,610
G 6,708
L 7.296
2021 and subBCQUOR . L L. L e 33472
L SN 63,091

(b} Foreign-exchange forward agreements
L , , £

The Government’s lending arrangements with the IMF, included in the Foreign Exchange Accounts, are denominated in SDRs. However, the
government typically funds these loans with US doHars. Consequently, since the value of the SDR is based upon a basket ofkey international
currencies (IS dollar, Eurp, Japanese yen and British pound sterling), a currency mismatch results, whereby fluctuations in the value of the
loan asset are not equally offset by fluctuations in the value of the related funding liability. Therefore, the Government enters into forward
agreements to hedge this foreign exchange risk.

Unrealized gains or losses due to fluctuations in the foreign exchange value of these agreements are recorded in accounts payable and
accrued liabilities and are recognized as part of the net foreign exchange revenues in the Consolidated Statement of Operations and
Accumulated Deficit.

The notional principal amount of a foreign-exchange forward agreement refers to the principal amount used to calculate contractual cash
flows. This amount does not represent an asset or Uability, and is not included in the Consolidated Statement of Financial Position.
Foreign-exchange forward agreements outstanding at March 31, with notional principal amounts in Canadian dollars of $1,572 million
(32,650 million at March 31, 2014), mature doring the next fiscal year.
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(c) Credit risk related to swap and foreign-exchange forward agreements

The Government manages its exposure to credit risk by dealing principally with financial institutions having credit ratings from at least two
recognized rating agencies, one of which must be Standard & Poor’s or Moody's. At the time of inception of the agreement, the credit rating
of the institution must be at least A-.

Credit risk is also managed through collateral provisions in swap and foreign-exchange forward agreements. Counterparties must pledge
collateral to the Governruent, which, in the event of default, could be liguidated to mitigate credit losses.

The Govermment does not have a significant concentration of credit risk with any individual institution and does not anticipate any
counterparty credit loss with respect to its swap and foreign-exchange forward agreements.

The following table presents the contractual or notional principal amounts of the swap and foreign-exchange forward agreements organized
by credit ratings based on published Standard & Poor’s credit ratings and stand-alove credit profiles at year end:

(in millions of dollars)

Credit ratings 2015 2014

A o 17,774 16,767
S P 14,040 14,782
O P 26,518 16,703
BB B ot 4,765 6,769
BB 1,566 1,863
¥ 1 64,663 56.7¢64

it Managing foreign curvency risk and sensitivity analysis to foreign currency exposures

Interest rate and foreign currency risks are managed using a strategy of matching the duration and the currency of the foreign exchange
accounts assets and the related foreign currency borrowings of the Government. At March 31, 2015, assets within the foreign exchange
accounts and their related foreign currency borrowings substantially offset each other on a market value basis. Accordingly, the impact of
price changes affecting these assets and the liabilities funding these assets naturally offset sach other, resulting in no significant impact to the
Government’s net debt.

Assets related to the IMF are only partially matched by related foreign currency borrowings as they are denominated in SDRs, however,
foreign-exchange risks refating to loans to the IMF have been managed through entering into various foreign-exchange forward agreements.

The majority of the government foreign currency assets and related liabilities are held in four currency portfolios: the US dollar, the Euro, the
British pound sterling and the Japanese yen. At March 31, 2015, a one percent appreciation in the Canadian dollar as compared to the
US dollar, the Euro, the British pound sterling and the Japanese yen would result in a foreign exchange loss of $9 million due to the exposure
of the US dollar portfolio, a foreign exchange loss of $3 million due to the exposure of the Euro portfolio and a foreign exchange gain of
$2 million due to the exposure of the British pound sterling. There is no significant exposure related to the Japanese yen portfolio.

The vet foreign exchange gain included in net foreign exchange revenues, other program revenues and other program expenses on the
Consolidated Statement of Operations and Accunmlated Deficit amounts to $452 million (net foreign exchange gain of $448 million
in 2014).
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iti.  Fair value information
() Liabilities and financial assets

The following table presents the carrying value and the fair value of liabilities and financial assets. Fair values are Government estimates and
are generally calculated using market conditions at a specific point in time where a market exists. Fair values of Liabilities and financial assets
with a short term to maturity or of a non-negotiable nature are assumed to approximate their carrying values. Fair values may not reflect
future market conditions nor the actual values obtainable should the instrument be exchanged on the market. The calculations are subjective
in nature and involve inherent uncertainties due to the unpredictability of future events.

(in millions of doliars}

2018 20144

Fair value Fair value
over (under) over (ander}
Carrying Fair carrying Carrying Fair carrying
value value value value value valus
Liabilities —
Accounts payable and accrued lia 123,631 §23,631 111,730 111,730
Unmatured debt . ... ... . 665,180 742,080 76,900 658,958 765,520 46,562
Public sector pensions 152,664 152,659 {5} 153,162 153,245 83
i 76,140 106,258 30,118 71,959 82,163 16,204
Other labi 6,502 6,002 5,914 5,914
Financial Asset
Cash and accounts receivable .. .. ... ... ... . ... 136,606 128,574 128,574
exchange accounts . . AU 85,618 2.837 72,262 74,314 2,054
Leans, investments and advances excluding investments
0 enterprise Crown corporations 69,873 72,061 2,188 76,318 78,141 £,823
Public sector penslon 28SeES ... .. . L i 263 2,849 1,586 938 1,801 863

Fair values are determined using the following methods and assumptions:

The carrying values of other accounts payable and accrued liabilities, amonnts payable to taxpayers, interest and matured debt and cash and
accounts receivable are assurned to approximate their fair values due to their short terra to maturity and allowances to reduce carrying values.

For marketable bonds denominated in Canadian dollars and foreign currencies, treasury bills issued in Canadian dollars, Canada bills and
medium-term notes issued in US dollars and Euros, fair values are established using market guotes or the discounted cash flow calculated
using year end market interest and exchange rates. Fair values of other instroments comprising the unmatured debt are deemed to
approxirate their carrying values due to their short term to maturity or their non-negotiable nature.

The fair values of public sector pension and other employee and veteran future benefit liabilities, and public sector pension assets are
assumed to approximate the actarial value of the accrued benefit obligations net of the fair values of the pension assets, which are
established at market value for investments and at discounted net present value for other assets, and the contributions and benefits paid by
some of the consolidated Crown corporations and other entities after their measurement date of December 31 up to March 31,

Fair values of the securities and gold reserves held in the foreign exchange accounts are established using market quotes or other available
market information. Financial claims and obligations with the International Monetary Fund denominated in foreign currencies are reported
at Canadian dollar equivalents at March 31, which are assumed to approximate fair value.

Fair values of loaus to enterprise Crown corporations are established using market guotes or the discounted cash flow caleulated using year
end market interest rates. For portfolio or temporary investments, fair values are established using stock market quotes or other available
information.

Fair values of other loans, investments and advances are assumed to approximate carrying values since allowances are recorded when
necessary to reduce their carrying value to amounts that approximate their estimated realizable value.
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(b} Derivative financial instruments

The following table presents the fair value of derivative financial instruments with contractual or notional principal amounts outstanding at
March 31:

{in millions of dollars)

201S 2084

Principal Fair Principal
amoennt valne amount

CrOS8 CUTTEBCY BWEAPS .. vttt ettt 63,091 54,114 {2,648}
Foreigu-exchange forward agreements . .. ... ..o o oL t,572 2,650 38}
Total ..o 64,663 {5,628} 56,764 {2,686}

Fair values of the swap and foreign-exchange forward agreements are the estimated amount that the Government would receive or pay, based
on market factors, if the agreements were terminated on March 31. They are established by discounting the expected cash flows of the swap
and foreign-exchange forward agreements, calenlated from the contractual or notional principal amounts, using year end market interest and
exchange rates. A positive (negative) fair value indicates that the Government would receive {(make) a payment if the agreements were
terminated on March 31.

16. Contractual Obligations

The nature of government activities results in large multi-year contracts and agreements, including international treaties, protocols and
agreements of various size and importance. Any financial obligations resulting from these are recorded as a liability when the terms of these
contracts or agreements for the acquisition of goods and services or the provision of transfer payments are met. Major contractual obligations
that will generate expenditures in future years and that can be reasonably estimated are summarized as follows:

{in mitlions of dollars)

Transfer
payment Operating International
Minimum payments to be made in: agreernents leases organizations Total
8,989 380 1,709 26,660
6,612 358 1,441 16,818
6,304 327 392 12,762
7,736 292 243 12.641
8412 246 121 10.995
18,857 1,41 £,178 23,504
57,010 3,024 5,084 103,780

i.  Transfer pavment agreements

Transter payments are one of the government’s key tustruments to provide various services to Canadians and to contribute to building a
strong society and a competitive nation. They represent a large part of the Government of Canada’s spending.

ii.  Capital assets and purchases

Capital assets are tangible and durable items of value, including major additions or alterations thereto, from which benefits are expected to be
derived during their useful life. Purchases are supported by contracts to supply goods or services.

iii. Operating leases

An operating lease is a lease in which the lessor does not substantially transfer all the benefits and risks incident to ownership of property to
the lessee. The Government rents premises and equipment under operating leases which expire at various dates.

iv. International organizations

International contractual obligations include transfer payments, loans and advances to international organizations as well as loans for the
development of export trade (administered by Export Development Canada), which Canada has agreed to disburse in the future. Future
paid-in share capital commitments made by Canada for future purchases of non-budgetary share capital in international organizations are
also included.
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17. Environmental Liabilities
i, Remediation of contaminated sites

-

The Government has developed a “Federal Approach to Contaminated Sites” which incorporates a risk-based approach to the management
of contarinated sites. Under this approach the Government has inventoried the contaminated sites on federal lands that have been identified,
allowing ther to be classified, managed and recorded in a consistent manner. This systematic approach aids in the identification of the high
risk sites in order to allocate limited resources to those sites which pose the highest risk to the environment and human health.

The Government has identified approximately 9,800 sites (11,600 sites in 2014) where contamination may exist and assessment, remediation
and monitoring may be required. Of these, the Government has identified approximately 2,400 sites (2,500 sites in 2014), where action is
possible and for which a gross Hability of $5,810 million has been recorded. A recovery of $17 million has also been recorded resulting in a
net liability of $5,793 million ($4,796 million in 2014). This liability represents the Government's best estimate of the costs required to
remediate sites to the current minimum standard for its use prior to contarnination, based on information available at the financial staternent
date. A net present value technique has been used for sites where the cash flows are expected to occur over extended future periods.

The following table presents the total estimated amounts of these labilities by natore and source, the associated expected recoveries and the
total undiscounted future expenditures as at March 31, 2015 and March 31, 2014, When the liability estimate is based on a future cash
requirement, the Government of Canada lending rate applicable to loans with similar terms to maturity has been used to discount the
estimated future expenditures. March 2015 rates range from 0.61 percent for 2 year term to 2.12 percent for a 25 or greater year term.

{in millions of dollars})

2015 2014
Estimated
Total
Number  Estimated i Estimated Nursber Estimated Undiscounted Estimated
Nature and Source of Sites Liab Expenditures Recoveries of Sites Liabilit Expenditures Recoverics
Former mineral exploration sites o 131 5,048 17 210 2,205 3,763
Radioactive material @ 5 1,049 5 991 £,0al
Military and forrer military s 177 581 140 552 600
Fuel related practices 9. 645 366 668 341 351
Marine facilities/aquatic sites 319 291 788 271 29%
375 226 389 202 174
261 305 309 272 234 214
2,413 5,810 7.864 17 2472 4,796 6,462

metals/PCB-based paint used on buildings resnlted 1o former or accidental contamination, e.g. petrolenmhydrocarbons, PUBs, heavy metals s often have maltiple
seurces of contamination.
M Contamination primarily associated with fuel storage and handling, e.g., accidental spills related to
hydrocarbons, polyaromatic hydrocarbons and BTEX (benzene, toluene, ethylbenzene and xylenes)
() Contamination associated with the operations 1arine assel , harbeours, savi
such as Tuel storage/handling, use of metal based paint en
polyarematic hydrocarbons and other organic contaminanis. Sites oftes havem
Contamination associated with former landfillwaste site or leaching from mater
ather organic contarpiaants, efc.
M Contamination from ot
ilities, the operations o
cidental contarains

fuel storage tanks or former fuel handling practices, e.g. petrelenn

ation s

ems, Hght stations, bydrometric stations, where activities

bt stations resulted in Tormer or accidental contamination, e.g. metals, petrolewm hydrocarbons,

ple seurces of contaminal
deposited in the lanc

2

rhicides, fertilizers at agricaltural sites; fPCBs, firefighting trai
where activities such as, i%: handling, waste site
3, polyaromatic hydeecarbons, BTEX and other organic contarain:
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Ofthe remaining 7,400 sites, 1,200 sites were closed as they were either remediated or assessed and no longer meet all the criteria required to
record a liability for contaminated sites and there are 6,200 sites for which an estimated liability has not been determined primarily due to the
fact the sites are not yet fully assessed and contamination has not yet been determined or it has not yet been determined if the site requires
remediation or if a risk management plan will suffice. As the sites are assessed, if contamination is found, and it exceeds the environmental
standard and if remediation is required, a liability will be recognized as soon as a reasonable estimate can be made.

Ofthe 6,200 sites that do not have liabilities, 200 are considered high priority for action because they present a higher risk to human health
and the environment. These sites are at varions stages of testing and evaluation in order to develop a remediation or risk management strategy.
If remediation is required Habilities will be reported as soon as a reasonable estimate can be determined. If risk management is the preferred
option the site will be monitored to determine if remediation is required or if the contamination can be reduced or eliminated through natural
attenuation. Monitoring costs prior to determining if remediation is required are not included in a liability. These costs are considered
operating costs of the current period. 1,800 sites are considered a medium to low priority based on the low level of risk to human health or the
environment. Assessment and remediation or risk management will be done on these sites as resources become available. 3,600 sites are not
yet classified because they are only at the initial testing stages and contamination has not yet been determined. 500 sites are not considered a
priority for action because information indicates there is likely no significant environmental impact or human health threats and there is
likely no need for action unless new information becomes available indicating greater concerns, in which case, the site will be re-examined.
100 sites currently have insufficient information in order to classify. Additional information is required to classify the site but is not available
at this time. As additional information becomes available the sites will be re-examined.

ii.  Asset retivement obligations

The asset retirement obligation is $6,502 million ($6,345 million in 2014) of which Atomic Energy of Canada Ltd. has recorded
$6,487 million (36,327 million in 2014) for nuclear facility decomunissioning. These costs are normally capitalized and amortized over the
asset’s estimated useful life based on the Government's best estimates of the cost to retire the tangible asset. The liability reflects the present
value of estimated futore cash flows required to restore the assets where amounts can be reasonably estimated and is expected to be settled as
the related sites, facilities or assets are removed from service.

iii. QOther environmental liakilities

Adiability for unexploded explosive ordnance (LX) affected legacy sites is recognized when there is an appropriate basis for measurement
and a reasonable estimate can be made. These liabilities are present obligations arising from past transactions or events, the settlement of
which is expected to result in the future sacrifice of economic benefits.

The Government has identified approximately 918 UXO0 (865 in 2014) suspected sites for which clearance action may be necessary. Of these
sites, 57 (63 in 2014) are confirmed UXO affected sites. Based on the Government’s best estimates, a liability of $1.3 million ($2 miltion
in 2014} has been recorded for clearance action on 5 (6 in 2014) ofthe confirmed UXO sites. The rernaining 861 suspect sites are currently in
the assessment stage and a reasonable estimate cannot yet be determined. Of these sites, the obligation for clearance action is likely for
68 sites, indeterminable for 774 sites and unlikely for 19 sites

The Government’s ongoing efforts to assess contaminated sites, asset retirement obligations and UIX( affected sites may result in additional
environmental liabilities. Any additional habilities will be accrued inthe year in which they become known and can be reasonably estimated.

18. Contingent Liabilities

Contingent liabilities arise in the normal conrse of operations and their ultimate disposition is unknown. They are grouped into contingent
liabilities related to: guarantees provided by the Government, international organizations, claims and pending and threatened litigation, and
insurance programs of agent enterprise Crown corporations.

i.  Guarantees provided by the Government

At March 31, 2015, the principal amount outstanding for guarantees provided by the Government amount to $442,904 million ($407,039 million
in 2014) for which an allowance of $317 million ($386 million in 2014) has been recorded. The authorized limit, where applicable, is established at
$356,950 million {$355,006 million in 2014) for an amount of $188,901 million ($160,435 million in 2014) of guarantees provided by the
Governiment. The amount of guarantees with no authorized hint is established at $254,003 million ($246,604 million in 2014). Guarantees
provided by the Government include guarantees on the borrowings of enterprise Crown corporations and other government business
enterprises, loan guarantees, insurance programs managed by the Government, and other explicit guarantees. Of the total amount guaranteed,
$253,049 million ($245,223 million in 2014) relates to guarantees on the borrowings of agent enterprise Crown corporations for which no
authorized limit has been set and no allowance (nil in 2014) has been recorded.
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ii. International organizations

The Govervruent has callable share capiial in certain international organizations that could require payments to those agencies. As at
March 31, 2015, callable share capital amounts to $30,601 million (328,217 million in 2014).

iti.  Claims and pending and threatened litigation

There are thousands of claims and pending and threatened litigation cases outstanding against the Government. These claims include items
with pleading amounts and 1tems where an amount is not specified. While the total amount claired in these actions is significant, their
outcomes are not determinable. The Government has recorded an allowance for claims and litigation where it is likely that there will be a
future payment and a reasonable estimate of the loss can be made. Claims and ltigation for which the outcome is not determinable and for
which an amount has not been accrued, are estimated at approximately $8,304 million ($7.300 million in 2014) which is based on
management’s best estimate determined on a case by case basis. Certain large and significant claims are described below:

Comprehieasive land claims: Comprehensive land claims arise in areas of the country where Aboriginal rights and title have not been
resolved by treaty or by other legal means. There are cwrrently 80 (81 in 2014) comprehensive land claims under negotiation, accepted for
negotiation or under review. A Hability of $4,840 million ($3,912 million in 2014) is estimated for claims that have progressed to a point
where quantification is possible. This estimate includes projections based on historical rates and costs of settlement for similar claims.

Specific claims: Specific claims deal with the past grievances of First Nations related to Canada’s obligations under historic treaties or the
way it managed First Nations’ funds or other assets. The Government of Canada will pursue a settlement agreement with the First Nation
when a claim demonstrates an outstanding lawful obligation. There are currently 456 (447 in 2014) specific claims under negotiation,
accepted for negotiation or under review. Aliability of $3,458 million ($3,265 million in 2014} is estimated for claims that have progressed to
apoint where quantification is possible. This estimate includes projections based on historical rates and costs of settlement for similar claims.

Assessed taxes under objection or appeal: Contingent Habilities include previously assessed taxes where amounts are under objection or
are being appea]ad to the Tax Court of Canada, the Federal Court of Canada, or the Supreme Court of Canada. As of March 31, 2015
$22,987 million ($22,230 million for 2014} was under objection at the Government level and $5,450 million (84,715 million for 201 4)
was being appealed to the courts. The Government has recorded, in the amounts payable to taxpayers or in reduction of the amounts
receivable from taxpayers, as applicable. the estimated amount of objections or appeals that are considered likely to be lost and that can be
reasonably estimated.

iv. Imsurance programs of agent enterprise Crown corporations

Four agent enterprise Crown corporations operate insurance programs for the Government. o the event that the corporations have
msufficient funds, the Government will have to provide financing. The Canada Deposit Insurance Corporation operates the Deposit
Tnsurance Fund which provides basic protection coverage to depositors for up to $100,000 deposited with each member bank, trust or loan
company; the Canada Mortgage and Housing Corporation operates the Mortgage Insurance Fund which provides insurance for mortgage
lending on Canadian housing by private institutions and the Mortgage-Backed Securities Guarantee Fund which guarantees the t1meiy
payment of the principal and interest for investors of securities baged on the National Housing 4ct through the Mortgage-Backed Securities
program and the bonds issued by the Canada Housing Trust through the Canada '\Iortgage ‘Bond program; Export Development Canada
prowdcs export and foreign investment insurance to help with export trade; and Farm Credit Canada sells group creditor life and accident
insurance to its customers through a program administered by a major insurance provider. At March 31, 2015, total insurance in force
amounts to $1,671,666 million (81,648,444 million in 2014). The Government expects that all four corporations will cover the cost of both
current claims and possible futare claims.
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19. Segmented Information

The Government segmented information is based on the ministry structure, which groups the activities of departments and agencies for
which a Minister is responsible, and the Crown corporations and other entities as described in Note 12. The five main ministries are reported
separately and the others are grouped together with the provision for valuation and other items. The presentation by segment is based on the
same accoumting policies as those described in the Summary of significant accounting policies in Note 1. Inter-segment transfers are
measured at the exchange amount. The following tables present the segmented information by Ministry and Crown corporations and other
entities before the elimination of internal transactions that are eliminated in the Adjostments column before arriving at the total for the year
ended March 31:

{in millions of dollars)

2015
Public Crown
Canada  Employment Safety and corporations
Revenue  and Social National  Ermergency Other anud other )
Agency Development Finance Defence Preparedness ministries  entitics Adjustments ' Total
Revenues
Tax Revenues —
Jocome X Tevenues. . ... ... 141,406 181,406
Other taxes and duties . . ... ... ....... 18,137 29,045 47,182
Total Tax Revenuies. . .....ocovenenann 199,543 29,645 228,588
Employment Insurance Premivms. ... ... .. 22,962 {398) 22,564
rther Revenues —
Crown Corporations .. ....... ...l 17,730 (4,250; 13,480
Other programs . . ... ... .o .. 35,061 2,636 885 630 2,244 11,578 519 (7,194 16,359
MNet foreign exchange. .. ... ... . L 1,353 1,355
Fotal Gther Revenues .. .. .ovoviiinn. 3,061 2,636 2,248 834 2,244 11,578 18,249 (11,444} 31,794
Total Revenues. .. ..o nviininvniananens 204,604 25,598 2,249 636 31,239 11,578 18,249 (11,842} 282,346
Expenses
Transfer Payments —
Old age security benefits,
guaranieed incomes supplement
and sponse’s allowance ... oL 44133 44133
Major ransfer payments to other
levels of government . .. ... .. . ... 61,136 1,973 63,109
Employment insurance benefits. .. .. ... ... 18,652 18,652
Children’sbenefits . ... ... .. . L 10,372 3,931 14,303
Other transfer payments .. ......... .. ... 3,350 6,311 920 136 204 23,886 487 {168} 35,126
Fotal Transfer Papments ... ..., 13,722 72,397 62,056 i38 2604 25,859 487 (168} 174,693
Other Program Expenses —
Crown corporations ... ................. 7,951 361} 7,590
Ministries . ... .. o oo oo 8.372 4,317 726 23,837 16,077 35,253 284 (11,308} 71,558
Total Gther Program Expenses........ 8,372 4,317 726 23,837 16,677 35,253 8,235 (11,669} 79,148
Total Program Expenses ............. 22,094 76,714 62,782 23,873 16,281 61,112 8,722 (11,837} 253,841
Public Debt Charges. . ......ooiviinan 26,336 68 I 260 {5) 26,594
Fotal EXpenses. .oovovvnviniivnvnnesnunnes 22,694 76,714 89,112 24,641 10,282 61,312 8,722 (11,842} 288,435

() Represents consolidation adjustments to eliminate internal transactions.
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{in millions of dollars)

2014
Pablic Crown
Canada Employment Safety and corporations
Revenue  and Social National Emergency Other and other
Agency Development Finance Defence Preparedness ministries  entities Adjustents ¥ Total
Revenyes
Tax Revenues —
Income X Tevenues. .. .. .. ... .. ... 173,802 173,802
Other taxes and duties. . ............. 19,233 26,903 46,136
Toted Tox Revenues .. .....coovou.. 193,035 26,903 219,938
Employment Insurance Premivms. ... .. 22,160 {394) 21,766
ther Revennes —
Crown COrporations .. ............... 15,843 (4,388 11,455
Gther programs. .. ...l 5,830 2,601 795 528 2,202 11,642 415 (7,177 16,836
Net foreign exchange. ... ............ 1,682 1.682
Total Other Revenues .. ...co.ovones 5838 2,601 2,477 528 2,262 11,642 16,258 {11,565} 29,973
Total Revenues. . c.cocvvenircononercnnan 198,865 24,761 2,477 528 29,165 11,642 16,258 (11,959} 271,677
Lxpenses
Transfer Payments —
Old age security benefits,
guaraunteed incomes supplement
and spounse’s allowance ... L 41,736 41,736
Major transfer payments to other
leveis of government . .. ... ... ... 58,309 2,106 60,475
Employment insurance benefits. .. .. ... 17,300 17,300
Children’s benefits . ... ... .. ... 10,402 2,734 13,136
Gther transfer payments . ............ 3,361 6322 1,100 159 2,087 23,228 516 {85) 36,698
Total Transfer Papments . ......... 13,763 68,142 59,469 i5% 2,697 25,334 516 {85} 169,395
Other Program Expenses —
Crown corporations .. ............... 7,885 401 7,484
Mnistriss .. ... 8,109 4,745 &07 22,019 16.008 37,235 271 {11,466} 71,728
Total Gther Program Expenses. .. ..... 8,109 4,745 887 22,019 18,008 37,233 8,156 (11,867 79,212
Total Program Expenses .......... 21,872 72,887 68,276 22,178 2,105 62,569 8,672 (11,952} 248,607
Public Debr Charges. ... .ovnininnna. 27,94% 26 I 201 {7} 28,220
Fotal EXPenses. .. ocvovvvsininnnvnsinnnns 21872 72,887 88,275 22,204 12,166 62,778 £,672 (11,959} 276,827

Certain coraparative flgures have been reclassified te conform to the current Governmpent structure.
(1 Represents censolidation adjustments to eliminate internal transactions.

28. Subsequent Events

i Divestiture of remaining interests in General Motors

7
/

Subsequent to the end of the fiscal year, through av enterprise Crown corporation, the Government sold its remaining 73 million comroon
shares in General Motors Company through an unregistered block trade. The shares were sold on April 6, 2015 for proceeds of

6f Operations and Accumulated Deficit for fiscal year 2015-2016.

3,254 million, resulting in avealized gain of $2, 131 million recorded in other revenues that will be reflected on the Consolidated Staternent
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