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PROFILE

On behall of the Province of Ontario, its Crown corporations and other public bodies, the Ontania Financing Autharity:

®  execules borrowing, investment and financial risk management activities;

B managesihe Provincial deb;
B advises onfinancial policies and projects;

B provides inancial and cash management services;

B provides inancial services and advice 1o the Ontario Electricity Financial Corporation;

B operatesthe Province of Onlario Savings Office.

As an agency of the Province, the Ontario Financing Authorily reports o the Minister of Finance who is accountable Lo

Cabinet for the activities of the Ontario Financing Authority.

Ontario Financing Authority




HIGHLIGHTS IN 1999-2000

The Ontario Financing Authority fulfilled the Province's 1999-2000 linancing
requirermnents, $10.5 billion, in a sound and cost-effective manner.

Public debl interest costs were $318 million below the 1999 Budget forecast, largely
due to a smaller linancing program coupled with higher inlerest eamings on the
Province's fiquid reserve portfiolio.

The fifth annual Ontario Savings Bonds campaign raised more than $2 bilion, the
bigges! provincial savings bond campaign in Canadian history.

The Ontario Financing Authority played a significant role in the successlul restructuring
of Ontario Hydro and the establishment of the two new successor commercial
corporations, Ontario Power Generation inc. and Ontario Hydro Sesvices Company Inc.
{OHSC was renamed May 2, 2000 to Hydro One Inc.). Also, comprehensive support
and advice were provided lo the Ontario Electricity Financial Corporation, the successor
financial corporation to the former Ontanio Hydro.

The Onlario Financing Authority worked closely with representatives of the Privatization
Secretariat and the Ministry of Transportation on the successiul privatization sale of the
Highway 407 Express Toll Route for $3.1 billion.
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STATEMENT FROM THE CHAIR

Itis with great pleasure that | present the 2000 Annual Report of the Ontario Financing Authority,
thwe first ol the new millennium, This repart outlines the Ontario Financing Autharity's objectives
and responsibilities, operational highlights and financial resulls for the year April 1, 1999 to
March 31, 2000 and includes a summary of priorities for the next year,

The Ontario economy was very strong in 1999 with real Gross Domestic Product (GDP) growth
of 5.7 per cent. Consumer spending, business invesiment, housing and exports have all
contributed to economic growth. Tax cuts, solid job creation and income gains are providing the
basis for sustained expansion. Private-sector economisls are, on average, projecting real growth
of 4.7 per cent in 2000, the same pace as the LL5. and faster than the resl of Canada, or any of
the other major industrialized nalions.

Bryne Purchase With a budgetary surplus in 1999-2000, the Governmenl has achieved its Balanced Budgel

Chair Plan target one year ahead of schedule, The 1999-2000 interim outlook of a $654 million

surplus is a 32.7 bilion improvement from the 1999 Budgel forecasl, and a $3.3 billion

improvement over the original Balanced Budget Plan deficit Largel of $2.6 billion. The 3654

millian surplus has been applied o reduce Net Provincial Debl. As a result of prudent and realistic planning, this is the fifth
year in a row in which the Balanced Budget Plan deficit-reduction larget has been overachieved.

Furthermore, Ontario is committed to avoiding uture budget deficits. The Government introduced and the Legislature has
passed the most stringent balanced budget legislation in Canada. A plan is also in place lo ensure the future will be one
of debt reduction. The goal is to reduce Net Provincial Debt by at least $5 billion over the Government's current mandate.
Net Provincial Debd as of March 31, 2000 was $114.1 billion.

The liscal improvemnents in Ontario and across Canada have contributed Lo lower domestic inlerestrates. Onlario’s robust
economic growth, combined with declining fiscal requirements, bodes well for the Province's borrowing program. These
developments, coupled wilh the eflicient linancing operations of the Ontario Financing Authority, have been factors in
lowering debl cosis.

lam proud to report that the restructuring of the former Ontario Hydro inlo five successar companies has been completed,
paving the way lor the introduction of electricily competition in the Province., The operation of the Ontario Electricily Financial
Corporation (QOEFC), one of the five successor companies, became the responsibility of the Ontario Financing Authority on
April 1, 1999, The Onlario Financing Authorily has been successful in managing the linancial aspects of the ransition.

The Board is pleased with the operation of the Ontario Financing Authority and looks forward o the challenges of the
COMiNg year.

L R

Bryne Purchase
Chair
Omario Financing Authorily
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STATEMENT FROM THE
CHIEF EXECUTIVE OFFICER

| am delighted to report on the Ontario Financing Authority's achievemnents in 1999-2000.

The Ontario Financing Authority fullilled its primary goal by raising $10.5 billion to linance the
Province's maluring debt, early redemplions and deb! buybacks and other cash needs. in1999-
2000, actual Public Debt Interest expense was $318 million below the 1999 Budget lorecast,
largely due to a smaller financing program coupled with higher interest eaméngs on the Province's
liquid reserve portlfolio.

Since April 1, 1999, the Ontario Financing Authorily has been responsible for Ontario Electricity
Financial Corporation’s debl management, risk and cash management activities, and accounting
and reporting requirements. The stall at the Ontario Financing Authority worked diligently with
colleagues al the Ministry of Finance and with representatives of the former Ontario Hydro and
the newly larmed subsidiaries to ensure a smoaoth ard seamiless operational transition.

Tony Salerno
CED and Vice-Chair

The Onlario Financing Authority worked with the Ministry of Finance and other Onlario
Governmenlt minisiries lo provide substantive advice and support for several inancial progects,
notably, the restructuring of the Ontario electricity sector and the privatization sabe of Highway 407.

In addition, the Oritario Financing Authority acled as financial advisor 1o the Cathodic School Boards Services Associationin
developing the first pooled financing ransaction for school boards in Ontario.

Lastly, the Ontario Financing Authority worked relentlessly lo ensure a smooth Ye ar 2000 transition. All systems operaled
on January 4, 2000, withoul any disruptions and computer applications have continued 10 operate normally,

2000-2001 looks o be a year of exciling new inilialives. The Ontario Financing Authority will assist the newly formied
Ontario SuperBuild Corporation in the fulfilment of that Corporation’s mandate by providing financial advice on major
infrastruciure prapects. in addition, a number of government-wide inilialives and inlernal operational changes related lo
the implementation of new tlechnology will Lake place Lo improve the efficiency of the Ontario Financing Authorily.

Inernet lechnology is quickly changing the manner in which business is conducled. The Ontario Financing Authority is
constantly reviewing new options including exploring the possibility of an Internet Auction facility for the Pravince's Treasury
Bills and exploring the feasibility of using the Internel Lo facilitate the sale and disiribution of Ortario bonds. This work will
cantinue in 2000-2001.

We al the Ontario Financing Autharity are committed to the successiul completion of our 2000-2001 objectives, providing
Oritario laxpayers with the excellent service they have come 1o expecl.

727 o A

Tony Salerno
Vice-Chair and Chiel Execulive Officer
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Objectives and Responsibilities

The Ontario Financing Authority (OFA) was established by the Capital investrment Plan Acl, 1993. The OFA perlorms the
lollowing responsibilities lor the Province of Ontario, its Crown corporations and other public bodies:

B Executes Borrowing, Investment and Financial Risk Management Activities

The primary goal of the Ontario Financing Authority is to meet the Province's financial requirements in a sound and
cost-effective manner.

B Manages the Debt of the Province
The OFA manages the Province's debt and contributes to the government's debt-reduction efforts. The key principles
guiding the management of the debt and associated risks are soundness, efficiency, a smooth debt maturity profile
and safeguarding Ontario’s credit rating.

B Advises on Financial Policies and Projects
The OFA provides financial policy advice to the Onlario Government on a wide range of corporale finance issues,
Examples include electricily industry restrucluring, privatization, sale of Govesrnment assets and allernative financing
proposals.

B  Provides Financial and Cash Management Services
The OFA provides banking policy, operational advice, cash management policy advice and cash management services
lo the Province. In addition, the OFA undenakes the accounting and rade sesttlernent for the Province's iquid reserve
portfolio, debt portfolio and related hedging transactions.

B Provides Financial Services and Advice to the Onlario Bectricity Financial Corporation
The OFA provides linancial services and advice lo the Ontario Electricity Financial Corporation (OEFC). The OEFC is a
Crown agent responsible for servicing and reliring the former Ontario Hydro's provincially quaranieed det and cerain
other liabilitie's of the former Ontario Hydro.

B QOperates the Province of Ontario Savings Office

The OFA operates the Provinee of Omtario Savings Office (POS0), a source of relail inancing for the Province. Currently,
POSO operates 23 branches and five agencies and has $2.8 billion in deposits.

The Ontario Financing Authorily is committed 1o performing all of these activities Lo the highest professional slandards.
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Board of Directors

Appointed by the Lieutenant Governor in Councl, the
Board of Directors oversees the business of the Ontario
Financing Authority. Specifically, it reviews and approves
key palicies related 1o capilal market activities and it
supenvises the OFA's management of the Province's debt
and investment portfolios, The Board receives reqular
reports on the: Province's aclual exposures and on policy
compliance through the Director of Risk Control. The
Board of Direclors also reviews and approves the annual
Corporale Plan.

In addition, the OFA Board approves the quarterly and
annual financial stalements of the Ontario Financing
Autharity and discusses the annual inancial statements
with its auditor - the Provincial Auditor. The Audil

Commiltee supports the Board of Directors in these g, iopy s row: Winnie Wong, Bob Christie, Corey Simpson

areas. The Audit Commiltee also recommends the | ol aridl Board Secratart (el i raht hack tow:
annual internal audit plan and reviews the findings of é.’“;’lf.: pﬁmmﬂ&n ggmi h-g'mmm i

the internal audilors regarding the adequacy of internal
controls.

The Board of Directors meets at least quarterly. For mast of 1999-2000, the Board of Directors was composed of the Deputy
Minister of Finance, the Chiel Executive Officer of the OFA, one ather senior membeer of the Ontario Civil Service and twio
members from the privale sector. The directors’ diverse backgrounds contribute ta the effective supervision of the OFAL

The following individuats were members of the Ontario Financing Authority's Board of Directors in 1999-2000.

Bryne Purchase, Chair of the Onlario Financing Authority Board of Directors and Depuly Minister of Finance. Bedore
accepting the position of Deputy Minister in Oclober 1998, Bryne advised the Ontario Government in the inancial aspects
of Ontaria's electricily sector restructuring iniatve.

Tony Salerno, Vice-Chair and Chief Executive Officer of the Ontario Financing Autharity. Tony has held various senior posts
within the Ontario public service. Prior to joining the Authority, Tony was Executive Vice-President of the Ontario Transpostation
Capital Corporation,

John Caliendo, Chief Financial Officer of Hotline Communications Ltd, As of June 1, 1999, John became Chief Financial
Officer of Holline Communications Lid. Johin has held a number of senior posts inthe financial services seclor in Toranto,
London and Mew York, working for the investment firms of Richardson Greenshiedds, Salomon Brothers and Mcleod Young
Weir. John is alsoinvolved as Chair/Director lor various Toronto-area community and nonprofit associations. He joined the

Board of Directors in September 1997.

Bob Christie, Deputy Minister, Ministry of Training, Colleges and Universities. Prior 1o assuming this position, Bob was
Deputy Minister, Ministry of Intergovernmental Affairs, He was Assistant De puty Minister, Policy Coardination in Cabinet
Office and has held varous senior positions with the Ministry of Finance,

Winnie Wong, Chartered Accountant and Partner, Wong and Cheng Charlered Accountants. Winnie is a chanered accountant
and also holds a Master of Business Administration degree from York University. Winnie has worked lor international banks
in trade financing, credil and marketing, foreign exchange and corporate lending.

“ Stewe Dorey, former Assistant Deputy Minister and Chief Economist, Office of Economic Policy, Ministry of Finance. Steve
resigned his directorship upon leaving the Ontario Public Service in July 1999,

Ontario Financing Authority




Our People

The Ordarnio Financing Authority employees encompass a range of professions, from economists, accountants and financial
analysts, lo information systems and Web specialists. This diverse skill set is indicative of an ever-changing "knowledge-
based” economy. To retain the organization's ability to provide first-rale and expert services Lo the governmenl, OFA
management is commilled o ensuring a good working and learning emvironmeent thal allows employees 1o grow and
flourish.

In this regard the OFA encourages
career developmient, relationship
building and leadership Iraining.
Senior management supporls and
encourages participation in courses
related to the Charlered Financial
Anabyst (CFA) designation, accounting
designations, financial industry
courses, as wedl as word-processing,
software and Web design

applications.

Internal departments at the OFA have
been encouraged lo Facilitale
luncheon workshops that provide
stafl with an overview of their
department’s responsibilities. Topics
covered In 1999-2000 were cash
management, money markel
instruments, Ontario Savings Bonds and computer systems. OFA stafl benefit from these workshops by increasing their
knowledge of the OFA's operations. Siall are able o enhance their on-the-job performance by being able to work more
expediiously based on their new knowledge of how the OFA, operales,

In the past year (he OFA initialed a new job rotation program. The aim of the program is to encourage stall to obtain
experience in other areas of the OFA. This will provide employees with an oppartunity 1o develop their expertise and skills
as well as increase their knowledge aboul the organization.

In conjunction with the Ministry of Finance, the OFA has engaged stall in discussions regarding "The 1999 Framework for
Action Report: Building the Ontario Public Service for the Future: A Learning Organization.” The purpose of the discussions
i5 to emphasize the imporlance of learming and 1o share success stories thal demonsirate the dilferent ways individuals,
teams and ministries learm.

Finally, the OFA uses mutually agreed-upon performance contracts thal are customized for each employee. In addition 1o

operational objectives, the performance contracts outline the education, training and development plans to be carried out
by each slall member.
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MANAGEMENT’'S DISCUSSION
AND ANALYSIS

This section of the Annual Report provides management’s discussion and analysis of the performance and priorities of
the Ontario Financing Authorily, The analysis focuses on the OFA's assessment of the business ervironment,
accomplishrments in 1999-2000 and priorties for 2000-2001.

The Business Environment

i
Capital Markets Division
|
Risk Control Division

=

Corporate Finance Division
|

Capital Markets Treasury Division

B

Province of Ontario Savings Ollice
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The Business Environment

Financial Markets in Review

The widespread evidence of stranger growth and projections of higher inflation prompled central banks around the globe
to shift monetary policy from the crisis-induced accommodalive positions in the [all of 1998 1o a more neulral, and in some
cases, slighlly more restrictive stance at the close ol 1999,

Both Canadian and U.S. Treasury bond yields increased lrom the beginning of 1999 o the end of 1999 in anticipation of
future higher infllation and interest rates. The 10-year LLS. Treasury bond yield reached a high of 6.44 per cent and the
Government of Canada 10-year bond yield rose o 6.34 per cent in 1999, The U.S. Federal Reserve raised ils benchmark
interest rate three times in 1999, while the Bank of Canada raised interest rates once, aiming 1o keep inflation within its 110

3 per cenltargel range.

The 10-year Treasury bond yield rose faster than the Government of Canada 10-year bond, due to higher LS. inflation and
stronger economic growth. In fact, 10-year bond spreads against the LS. lumed negative early in 1999, widening 1o over
40 basis points in the first hall of 1999. By the end of the year the gap had narrowed 1o 19 basis points, due to the Bank of
Canada increasing interest rates and an upturn in Canada’s underlying inflation rate.

The Canadian dollar ended the year stronger, benelitting from higher ofl prices and stronger commadities prices.
Economic Review

With robust domestic demand and strong export sales, Ontario’s real Gross Dormestic Product (GDP) grew by 5.7 per cent
in1999. Powerful economic growth is fuelling job creation at a record pace. In 1999, a record 198,000 net new jobs were
created, following a rise of 177,000 in 1998. With the economy growing 5o quickly, consumers are driving retail sales
higher, up 7.3 per cent in 1999.

Excellent progress has been made in restoring Ontario’s linancial health. The elimination of the deficil combined with the
Government's debl-reduction program will lower the Province's fulure borrowing requirements.

Year 2000 Summary

Significant efforts were dedicated (o ensure that business
activities would not be interrupted by any Y2K disruptions.
These efforts resulted in normal business operations for
both the OFA and POSO.

Aninitial appraisal of Y2K risks to the OFA indicated that
the major risks would arise from key external service
providers such as banks, liscal agents and utility
companies providing communications and power. To
assess all Y2K risks and implemeant mitigation siralegies,
& Task Force was established in early 1998, The Task
Force worked closely with the Ministry and Corporate
¥2K Project Offices and reported reguiarly to the CEO and
the OFA Board. Technology used by the OFA was
examined, lesled and upgraded where necessary. Stalf
working groups were formed Lo determine and
implement action plans to ensure all internal systems
were sound and lo reduce risks to cash flows and

¥ 2K Project Leadership: {eft to right)
Andrus. Vahira, Carole Smith, Ingrid Vincent
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The Business Environment

investments managed by the OFA. The OFA's public Web site was used Lo inform stakeholders about the OFA's
risk-reduction activities and status.

POS0's technological infrastruciure was determined Lo require extensive upgrading and testing. POS0 stall managed their
¥2K project independenily, while reporting reqularly to the OFA Task Force, POSO stalf completed their upgrades in advance
of the deadline with no impact on customer service. The substantiveY 2K upgrades further benefitted POSO by replacing its
aging lechnodogies with modern, more powerful syslems.

As a resull of the extensive work camied oul by the OFA and POSO stall, all aspects of the business functions of both
organizations continued Lo funclion normally with no date-related incidents.

Technology

The rapid growth in Internet usage is having a dramatic effect on the busines s environment for both the privale and public
sectors, The influence of the Internet is parlicularly important o the Province since il represents a cost-effeclive way of
doing business and Canadians are among the most active Intemet users in the world. The volume of transactions being
done over the Internet by the retail market is growing exponentially. Conceivably, the next growth phase will see the
number of business-lo-business ransaclions or "e-commerce” iransactions over the Internel increase.

In this evolving emironment, the OFA constanlly monitors new technological developments o determine how they can be
utilized to enhance the level of service and reduce cosls.

Ontario Financing Authority 13




Capital Markets Division

Responsibilities

B Execule borrowing program and debt management aclivities.
B Manage legal requirernents and securilies commission (ilings.
B Manage relations with investors and the investment community.

1999-2000 Accomplishments

1 1999- 2000, funding requirements o inance cash neads, maturing debl and
debl buybacks were $10.5 billion, The OFA financed this amount with $8.2 billion
in long-lerm public borrowing, a $1.1 billion increase in short-term borrowing,
$0.9 billion Irom Lhe Canada Pension Plan and $0.3 billion rom new deposils
with POSO, Of the $9.1 bilkon in long-term borrowing, 38.4 billion was borrowed
from the Canadian dollar market and $0.7 bilkon from the Japanese yen market.

di Mayman
Canadian dollar markel borrowing included over 32.0 bilion raised [rom the filth EE;&EM
issue ol Ontario Savings Bonds (OSB), several domestic issues and $247 million Capital Markets
[rom a Euro-Canadian dollar issue, Division

The OFA was successful inthe development of a Canadian Medium-Term Note
program. The issuance process under the program was streamlined and therefore more cost-efective, The Provinoe
launched a lotal of 15 issues consisting ol 10 Moaling-rate issues and Mve lixed-rate issues, raising nearty $1 billion. The

resailting savings rom the five fxed-rate issues that were subject 1o performance measurement wene §6.2 milkon, companed
to regular benchmark issues.

The 1999 Onlario Savings Bond Campaign was the largest campaign 1o dale, raising $2.05 billion. The 1995 Series
bondholders were offered an opporunity to roll over their existing bond holdings into the 1999 Series al a compelitive rate.

The OFA also borrowed $2.0 billion in long-term linancing on behalf of the Onltario Electricity Financial Corporation (OEFC).
Flexibie ond Cost-effechive Bormowing

The OFA's flexible approach to borrowing allows it to take advantage of cost-effective financing opportunities. This is
particularly important during periods of high market volatility.

Timing of Debt Issves

Through successfiul timing of debl issues in 1999-2000, the OFA saved the Provimce $64 million, on a present value basis
wersus the benchrmark.

Finoncing Sowces

While the Canadian marke! remained the primary source of financing for the Province's long-lerm borrowing, foreign
rmarkels were accessed when they provided lower-cost inancing opponunities, MAn active investor relations program, with
the increased use of Internet technology, has helped o promole Ontaro bonds and greatly facilitated information
dissemination o the financial communily.
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Capital Markets Division

New mulimesdia tools offer oppartunities to provide investors with inancial information on the Province in dilfering formats.
By oifering a wariely of options, the OFA is able 1o communicate with investors in a manner Lthal best meets their needs. For
instance, the OEFC Web sile was created to provide investors with information regarding thal entily's inancing program
and debl management sirategies. In addition, for the Province's third-quarier inances, an audio-slide presentation featuring
the OFA's Chiefl Executive Officer was crealad very cost-effectively in-house and posted on the OFA's Web site. Thase
presentations are the first steps in a broad exploration of Web technologies thal can be used in the fulure to enhance lhe
Province's relationships wilh investors.

Reducing the Cost of Bomowing

The OFA has continued Lo build large, liquid benchmarks by buying back small, higher-yielding, less Bguid issues at a
discount and replacing them with more cosl-effective benchmark issues, The OFA has made exlensive use of swaps lo
creale fined-rate long-term financing at considerable savings Lo traditional domestic bond ssues.

Another cost-saving straleqy has been 1o access the Japanese yen markel. The Province was able 1o borrow 10-year funds
at an inlerest rale of below 2 per cent, 4.5 per cent lower than the comparable rate in the domeslic markel. Foreign-
currency exposure is laken only when the benefits of lower foreign interest rates are perceived Lo outweigh the risks of
potential fulure foreign-currency appreciation.

Finally, the OFA assumed the borowing and debl managemenl programs of the OEFC thus reducing borrowing costs for the
overall Ontario credit.

Risk Maonogement Adivities

The OFA uses inancial oplions and swaps o manage the Province's exposure 1o
Muctuations in interest rates and foreign cumency exchange rales. Risk exposures
are monitored daily and audited annually. The cost-effectivenass of bamowing,
debt managemenl and Investment activities are measured daily against pre-
established benchmarks. in 1999-2000, the OFA saved a total of $68.6 million on
a present value basis versus the industry benchmarks.

As of March 31, 2000, the Province’s tolal swap portfolio had a notional value of
$80.6 billion, which consisted of $38.5 billion in cross-cumency swaps and $42.1
billion in interest rate swaps.

In order lo mitigate against the financial risks inherent in a large and diversified
debl portfobo, itis important o maintain prudent risk management policies and
practices. The lable below represents the limits and strategies the OFA employs
lo ensure markel, credit and lguidity risks are managed in a sound and cosl-
elfective manner.

Michael Manning

Risk: Managelmm
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Capital Markets Division

Risk Status
Foreign As per the Market Risk Policy, curmency exposura Mei foresgn excha enposure was 1.4% of
Exchange Risk on l1::|||al:|t rincipal cannot excead rﬁ'qlp&r cent of Fundesd Diebt and Irru'.gtﬂuahiias as of March 31,

Funded Dbt and Trust Labilites. 2000 and averaged 1.1 per cent throwghout the
year. During the fiscal year, foreign exchanga
exposure was within approved imits.
Floating Rate Risk The Province's floating interestrate exposure (net The percentage of net floating rate interest
nfliﬂuiu:l msemﬁ :'gs limited to 20 Ea{ cent of a:pnpmﬂm {rmtgnl fiquid rasawansgj was 2.9 per
Funded Debt and Trust Liabilities in 1989- 2000. cent of Funded Debt and Trust Liabilities as of
Effectve April 1, 2000 a new measure, Interest March 31, 2000. During the fiscal year, floating
Rate Reselting Risk replaced the Floating Rate interestrate exposure was within approved lmits,
Risk. The new measure limits interest rate
resetting risk, arising from net floating rate
and debi maﬂ.mr;gmﬂ‘m & 12-month

efiod, to no more than 25 per cent of Funded
and Trust Liabilities.

Debt Maturity Tarm salection for new bomrmowing will be aimed Bwi%lmmm,d&hl refinancing amounted
and for a smooth matunty schedule to diversify the to $7.9 billion. In 2000-2001, maturities are
Refinancing Risk interest resatting risk of refinancing debt estimated at $8.4 bilon.

maturities.
Cradit Risk Ontario only enters into new ransactions with Atyear-end, B0 per cent ofthe swaps outsta

counterparties rated ™A minus” or higher, wiene with financial institutions with credit rating

doubie "AA minus® or higher.

Liquidity Risk Liguidity risk is controlled through the Thie average level of liquid reserves was $4.5

mznagemint of iquid resense levels, shor-tem billion in 1999-2000. The Provinca's Treasury Bill
b i ms and praarranged lines of and 85 Commercial Paper programs have
ueci_mm PEERS il authorized limits of $9 I:ilgun gn $2.5 billion,
respectively. The OFA can also draw on the
Prowince's 551,25 bilion line of credi.

Priarities for 2000-2001

The Province's borrowing requirements for 2000-2001 will total $9.6 billion, consisting of $8.4 billion in maluring debt, $0.5
billion in early redemptions and debt buybacks and 30.7 in nel cash requirements. The majorily of borrowing will likely be
dane in the domeslic markel. An additional source of domestic borrowing will be the Canada Pension Plan investment
Fund, which is expecled o have sufficient funds available 1o refinance nearly all of thal entity's holdings of maluring
provincial debl.

International capital markets will be monitored and foreign markets will be accessed when tolal financing cosis are lower
than those in the Canadian domestic markel, From time 1o ime special siluations may anse that offer the Province a chance
o secure long-term linancing at advantageous rates. An example is the current inverled yield curve thatl may give the
Province a bias to look at longer-term financing.

A sixth issue of Onlaria Savings Bonds will be included in the 2000-2000 inancing program. Due to the reduced financing
needs of the Province, a smaller campaign is anticipated.

The Province, through the OFA, borrows an behall of the OEFC. With maturing debt of $3.2 billion and a projected cash
surplus of $0.7 biflion in 2000-2001, lolal financing requirements are projecled at $2.5 billion. The borrowing will be
recouped when dedicated revenues exceed debt-servicing obligalions, expected to begin in 2002-2003.

The OFA will continue Lo look at Web-based technologies such as video and audio presentations for investor relations
activities, with the objective of integrating these formals into the Provinee's investor relations program where feasible and
cost-effective. In addition, the OFA will lake advantage of advanced internel technology to lower financing costs. One area
thatis being pursued aggressively is an Internel Auction lacility for the Province's Treasury Bills.
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Risk Control Division

Responsibilities

B Monitor and measure inancial risks and performance associaled with
barrowing, debl management and investment of liquid reserves.

B Develop risk management policies and monitor compliance.

B Forecast and analyze Public Debt Interest for the Provincial budget and
quarlerly fiscal updates.

B Assess counterparty credit risk and manage rating agency relations.

B Provide sysierns development and information bechnology suppord.

1999-2000 Accomplishments

The division accomplished the goals set out for its core areas ol responsibility:
performance and risk exposure measurement and reporting, credit analysis and

rating agency relationships and information systems. Kainak:-Chionrs
Director,
A part of a continuous effort Lo use more advanced quantilative measures lor Risk Controd Division

risk and performance measurement, the Value-at-Risk ("VaR") methodology was

applied to establish a risk budget and a performance target for the OFA's delt

ranagement program. The application was done on a trial basis for the second hall of the year. The purpose of the trial was
lo enhance owr understanding of the concepl and o raise mplementation-related issues. This methadology s now being
applied lo measure performance and risks associaled with the 2000-2000 Debt Management Program.

The VaR concepl was also applied (o public debl interesl o estimate "PDI-at-Risk,” which quantified potential upward
pressure on the Province's public debt interest cost during the iscal year, Ongoing process-related refinements to the
forecasting and tracking of Public Debt Interest were continued.

Specifications for a performance reporting system, a subset of the risk reporting systems, were developed. Thisincuded a
methodology for the streamiined measuremsenl of the performance of the borrowing and debt managemen| programs.

Comesponding systems development work was also initialed,

To support the reduction of the Province's borrowing costs, the OFA proactively communicated with the credit rating
agencies all the improvements to Onlario’s fiscal and economic oullook. Ontario Hydro's successiul restructuring was also
reparied (o the credit rating agencies. The resull was Ontario’s credit rating improved, receiving an upgrade 1o AA (low)
from A (high) by Dominion Bond Raling Service and a change in outlook Lo stable frorm negative by Canadian Bond Rating
Service.

During 1999- 2000, an aggressive information lechnology (IT) development schedule was followed. Work on several
treasury systems, the Integrated Treasury Systerm (combining the Settlement and Blotter), the Cash Management System
and the Accounting and Financial Reporting Systern was initiated.

Priorities for 2000-2001
During 2000-2001, with the increasing reliance on Value-at-Risk, internally developed VaR madels will be rigorously

tested and upgraded 10 more accurately measure VaR for options. The OFA will develop a framework for stress testing and
scenario analysis to complement the tools of portfolio and strategy assessment, and risk assessment using Value-at-Risk,
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Risk Control Division

Performance-at-Risk, and PDI-at-Risk measures. The OFA strives 1o ensure that relevant industry best practices relating o
risk management ane followed.

Communications with credil rating agencies ensures thal the Province’s credit rating is based on cumrent information and
there is an accurale interpretation of the Provinee's finances. Mow thal the Provinge has a balanced budget and is
committed to reducing Net Provincial Debt, strong arguments in support of credil rating improvements will continue 1o be
put forward o the rating agencies.

Work will be iniliated Lo develop in-house experlise 1o assess risks relating to the Non-Utility Generation (NUGs) contracls
as well as for establishing perdformance benchmarks for the management of NUHG contracts.

Efforts Lo upgrade and standardize ihe risk performance measurement and reporting systems and processes o achieve
efficiencies will continue. Maodel risks will be managed by lesting and documenting all the OFA valuation and pricing
models to ensure that they are up-to-date with respect to recent developments in the financial industry,

During 2000-2007, ongoing improvernents will be made by the OFA to its information technology systemns to fulfill the core
objective of providing cost-effective government financing and debl management services. Significant progress is expected
on the Integrated Treasury System, Performance and Risk Reparting System, Financial Reporting and Accounting System
and Cash Management System. In addition, there is expected lo be an increased use of Inlermel and e-commerce
technologies. The OFA will ensure thal issues refating lo systerm securily are addressed when Internel and e-commerce
technologies are implemernted.
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Corporate Finance Division

; st

B Advise Onlario ministries on financial policy issues such as allemative
financing, public-private parnerships and asset management.

B Advise onproject and infrastructure linancing approaches.

Advise on the linancial implications of polential privatizations.

B Develop financial options for Ontarnio agencies and Crown cofparations.

1999-2000 Accomplishments

The OFA participated in a number of government initiatives.

Advice was provided on the financial restructuring of Ontanio Hydro with the

new SUCCessor companies commencing as new entities as of April 1, 1999, William Ralph
The OFA also managed the financial aspects of the transition, including Director,
start-up operations for the Ontario Electricity Financial Corpaoration (OEFC). Corporate Finance Division

The OF A assisted the Cathalic School Boards Services Association (CSBSA) in developing the first pooled financing transaction
for school boards in Ontario. This transaction raised $200 million on behall of nine Ontario school boards in early 2000-
2001.

The OFA advised on a number of local sector inancing issues during the year. In 19949, the OFA was invited by the Ontario
Hospilal Association (OHA) to participate in its Hospital Capital Funding Working Group. Through its participation in this
forum the OFA has been exploring allermnative financing approaches, such as pooled borowing, with the hospital sector.

Working with the Office of Privatization, the Authority provided linancial policy advice and analysis thal helped lacilitate the
successiul sale of the Highway 407 Express Toll Route. The Highway was sold for $3.107 billion. The privalization initiative
receied the gold award in project financing from the Canadian Council for Pubdic Private Partnerships.

In addition, assistance was given 1o the Office of Privatization in conducting a number of privatization reviews.

Priorities for 2000-2001

I 1999, the Province announced the crealion of the Ontario SuperBuild Corporation. The agency will suppon the
implementatéion of the government's $20 billion SuperBuitd Growth Fund initiative, as well as its privatization activities. The
OFA will assist the Ontario SuperBuild Corporation in the fulfillment of its mandate, including the identification and delivery
of major infrastructure projects and the review and potential privatization of Crown assets.

In an effort 1o achieve greater efliciencies in broader public sector linancing, the OFA will continue to assist this sector in
consolidating its members’ borrowing requirements. For example, the OFA will endeavour Lo build upon the success of the
Ontario S5chool Boards Financing Corporation, providing assistance to schood boards in achieving further efficiencies. The
OFA will also work with the hospilal sector to encourage pooled borrowing among its members. Discussions will also be
initiated with universities and colleges 1o assess their inlerest in the pooled inancing concepl, particulary in the context of
the recenlly announced capilal renewal program. Furthermore, the OFA will assess the benefits of a pooled financing
vehicle for the municipal seclor.
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Corporate Finance Division

Working with the Electricity Restructuring Office of the Ministry of Finance, the OFA will continue to provide ongoing advice
and analysis in respect of the restructuring of the eleciricity seclor. In panticular, an overall stralegy and management
approach for the OEFC's Non-Utility Generation (NUG) contracts will be pursued.

The OFA will advise the Ontario Olympic Spons and Waterfronl Development Agency on a strateqy and approach for
providing Provincial inancial assurances in supporl of Toronba's bid for the 2008 Olympic Games.

Finally, eflicient financing opporunities for various Provincial assets will be pursued. Forinstance, the feasibility of a cross-
border financing for the nine CL-415 water- bombers will be assessad and further centralization of financing activities, such
as a leasing pool, will be explored.
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Capital Markets Treasury Division

Responsibilities

B lead government-wide initiatives aimed al centralizing the Province's
eash management and linancial services activities.

B Make payments lo debt, securities and dervalives ransaclions.

B Provide banking advice regarding Consolidated Revenue Fund revenues
and disbursements.

B Manage banking and fiscal agency relations.

Generale accounting, financial and management reporting.

B Advise on accounting issues and their implications.

1993-2000 Accomplishments
A number of mitiatives were implemented o improve the timing ol the Province's =
cash flows, enhance financial services to client groups and strengthen internal Christine Moszynski
operalions ard conlrals. Directar,

Capital Markets Treasury
Cosh Monogement Division

The OFA successiully advocated the inclusion of prudent cash management principles in the Transfer Payment Accountabdity
Directive of the Management Board Secretarial. The cash management section worked with Shared Services Bureau (SSE)
and Inlegrated Financial Information System (IFiS) project lo provide guidance on the integration of cash management-
related services.

The cash management section implemented the first phase of an integrated cash-flow projection system that moved the
existing systems to more modern and Y2K-compliant technology.

To promote cash management awareness and business-like practices in Ontario ministries, OFA stafl presented several
seminars on effective cash management Lo government depanments.

Finally, the cash management section finalized and completed the planning, organizing and assumption of the bank
funding and cash-flow projections activitkes for the OEFC.

Bonking Services

Throughout 1999-2000, the OFA worked with the Ministry of Finance, other ministries, Service Ontario, Ontario Business
Connecls and the EBlectronic Commerce Task Force to design and implement cosl-elfective revenue collection and paymenl
channels, In particular, opporiunilies were sought for new banking technologies, such as Internet-based products and
electronic benefit cards,

In this regard, the OFA has also been parlicipating with Managemenl Board Secretarial (MBS) in the developmenl of a
government policy for Inlernel e-commerce, The goal of the OFA s to ensure the efliciencies of this technology are realized
a5 s00n as possible, within strict securily parameters.

Management Board approved the extension of the existing contract for debil and credil cards to November 2000, to
mitigate against a potential Year 2000 impact. In preparation for tendesing the: credit and debil card business in 2000-2001,
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Capital Markets Treasury Division

the OFA conducted market research o determine strategy options to ensure the Province obtains the lowest fees possible
inthe marketplace.

The OFA supparted the Ministry of Training, Colleges and Universilies in negaotiations with banks and the federal government
towards a new linancing agreement that will suppon a harmaonized student loan program.

Finally, the OFA provided advice and established the banking services required by OEFC.

Accounting ond Settlements

The OFA assumed the responsibilities for the accounting and setllement services of the former Ortario Hydro's debd and
linancial instruments portfolio. Stalf and suppon systems were organized and procedures were implemented Lo carry out
the OFA's new respansibilities. In addition, the OFA is responsible for the linancial reporting and analysis for the OEFC.

Steps were Llaken o maintain a high level of awareness with respect o accounting developmenis regarding debt, public
debtinterest and other financial instruments.

Priarities for 200:0-2001
Cosh Monogeme

The OFA will continue o promote cash management awareness and business-like praclices across Ontario ministries.
The cash management section will continue to liaise with the Office of the Conlroller, Ministry of Finance and Shared
Services Bureau of MBS 1o ensure that cash management and related senvices continue 1o be provided after the restructuring
of financial administration functions in ministries.

Division stall will provide input into the Integrated Financial Information System (IFIS) project so that the OFA's cash
management information needs are salisfactorily met by the new systern and during the transition period. Finally, the cash
management section will underake further improvernents to cash-flow forecasting for shorer- and longer-lerm needs.

Bonking Senvices

The OF A will continue 1o work with Ministries, Shared Semvices Bureau, ServiceOnLano, Ontario Business Connecls and the
Electronic Commerce Task Force in designing and implementing cost-effective revenue collection and payment channels
using new and existing banking services. Similarly, the OFA will promote the efficient use of electronic benefits cards where
possible.

As the banking industry develops new services based on ever-evolving lechnolodgies, the OFA will enlist the support of the
banks to ensure the new efficiencies and cosl savings are realized by the govermmenl. Foremas! among thesa new
technologies is Inlernet e-commerce, which has unrealized potential in the defivery of government sefvices.

For example, the OFA, working with the Ministry of finance and major banks, will introduce an electronic tax filing service
in the summer of 2000. Once implemented, taxpayers will be able Lo settle their laxes electronically, a more convenient
method to remitters and adminisiratively more eflicient than any other revenue collection oplion.

In 2000-2001, the OFA will lender for the Government's acceptance of credit and debit card services and manage the
implementation across the user ministries. The OFA will also lender for sellement and custodial senvices supporting the

OFA's bond and money market activities.
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Capital Markets Treasury Division

Capital Markets Treasury Division will provide banking advice and operational support (o this year's Onlarnio Savings Bonds
campaign.

The OFA will continue to support the Ministry of Training, Colleges and Universilies in negotiations with the banks and the
federal government regarding a harmonized sludent loan program. The Larget dale for a new financing arangement is
August 1, 2001,

A coounting ond Settlement

The development and implementation of a new "Integrated Treasury Syslem” modules in 2000-2001 will improve processes,
accuracy, imeliness, efficiency and stall satisfaction, Once the system is operational in 2000-01, savings estimated at
$150,000 annually will accrue to the Province. Further improvernents to the integration of the OEFC debt portfolio administration
into the OFA will be sought Lo add accuracy and efficiency.

The OFA will continue 1o slay abreast of accounting developments and ensure that the OFA Is in the forefronl with respect
to financial reparting for the Province and OEFC.

Finally, a review of industry best practices regarding setlements and fiscal agency functions will be undertaken and
appropriate changes will be implemented.
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Province of Ontario Savings Office

Responsibilities

B Offer chequing/savings accounts, short-term deposits and guaranteed
investrment certilicates Lo the public.

B Plan and execute the Ontario Savings Bond Campaign.

The mandate of the Province of Ontario Savings Office (POSO) is to supply
linancing to the Province while providing linancial services to the public.
Currently, POSO provides deposit-taking services (o the public through a
network of 23 branches and five agencies. There is currently $2.8 billion In
deposils, ranging from demand deposits paying daily interest, Lo five-year
quaranteed investrment certificates. Deposils made al POSO offer depositors
the same security as that provided to a holder of the Province's bonds.

1999-2000 Accomplishments

The 1999 Ontario Savings Bond campaign raised over $2 billion and was the
biggest provincial savings bond campaign in Canadian history.

David Brand

Director,
Province of Ontario Savings Office

In 1999, POSO implemented some modest improvements Lo its product ine 1o increase ils customer base and provide
value Lo existing customers. Some of these improvements include the introduction of a year-round cashable guaranieed
investment certificate and improvernents ko the banking system network. In addition, POSO took the initial steps 1o develop

its own Web site that will allow clients electronic access to POSO products.

Priorities for 2000-2001

POS0is a potential candidate for privatization, but has yet to be reviewed by Ontario SuperBuild Corporation. If a decision
is made to privatize, POSO will assist in implementing that decision with the best inlerests of its customers in mind.
Development of new products designed to improve service 1o customers will proceed in 2000-2001, subject 1o approval by
the Ontario SuperBuilld Corporation. Early in the new fiscal year, POSO will launch ils own Web site Lo provide customers
and potential customers with on-line information and the ability 10 buy certain products without visiting a branch,
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Summary of Financial Results

The OFA's main source of revenue continues to be derived from the operations of the Province of Ontario Savings Office
(P00}, which acceps deposits rom the general public. The OFA operates POS0O as agent of the Minister of Finance and
POSO deposits are direct liabilities of the Consolidated Revenue Fund.

Teal funds on deposit with POSO as of March 31, 2000 were $2.8 bilion representing an increase of $300 million from the
§$2.5 billion reported as of March 31, 1999. The increase was made up largely from higher long-term GIC deposils ($145
million), deposils by the Onlario Casino Corporation (3175 million) and the Onlario Clean Water Agency ($15 million).
Deposits by Ontario Realty Corporation decreased by $10 million.

The average effective rate of interest paid on all POS0 deposils increased to 4.28 per centin 1999-2000 from 4.15 per cenl
in1998-1999. The increass is a reflection of the genaral rise in short-lerm interest rates compared Lo last year.

The OFAs net income for the year ended March 31, 2000 was $8.9 million, an increase of $300,000 aver the $8.6 million
reported for the same period last year. The nel increase in interest eamed of $750,000 plus an increase in POSO
miscellaneous rewenue of $200,000 was offset by direct operating costs of $630,000, largely due to additional Year 2000
(Y2K) iniliatives.

Salaries, wages and benefils for the OFA totalling $16.6 million represent an increase of $265,000 over last year, primarily
due 1o a one-time union dues provision on behall of certain POSO employees,

Administrative and general expenses for the OFA increased by $370,000, mainly POSO, over last year as a resull of
additional YZK initiatives,

Nel capilal assets as of March 31, 2000, were $2.0 milion representing a balance as of March 31, 1999 of 32.4 million plus
purchases of $780,000 and less amartization of $1,166,000. Purchases perlained mainly o computer workstation and
technology infrastructure upgrades required for Y2K and specialized financial applications.

Retained earmnings of $55.9 million (since inceplion) represent notional amounts. Annually, the OFA's Inancial results are
consofidated on a line-by-line basis with those of the Province, This accounting neatment is in accord ance with the Public
Secior Accounting Board (PSAB) of the Canadian Institute of Chartered Accountants (CICA), under which the OFA is considered
asenvice organization.

As agent for the Province, the OFA made loans 1o public bodies, the repayment of which is to be funded through third-party
revenues. These loans are reporied in Note 5 1o the linancial stalements. They include loans made Lo the Melro Toranto
Convention Centre for expansion of its facililies, the Ontario Northland Transportation Commission for the acquisition of
new lumber cars, the Corporation af the City of Windsor for the construction of the Windsor Justice Facility, and Centennial
Centre of Science and Technology for the construction of OMNIMAX Theatre.

The outstanding balance of these loans, including capitalized interest, as of March 31, 2000 was 3215 million. This is a
decrease of $1.5 billion frarm the $1.77 billion reported a year ago due Lo assignmeent of the Onlario Transporlation Capital
Corporation (OTCC) loan o the Province. To facilitale the sale on May 5, 1999 of the OTCC by the Province of Ontario,
effective April 6, 1999 the OFA assigned and ransferred all of its rights, litle and interest in debt owed Lo it by the OTCC,
including long-term debt, promissory notes and accrued inlerest, o the Province. Indebtedness of the OFA 1o the Province
of $1.5 billion including accrued interest was effectively discharged.

The OFA continued 1o provide investment management services o the Northern Ontario Heritage Fund Corporation
(NOHFC) and provided investment management semvices 1o the Ontario Trillium Foundation and Onlario Securilies
Commission. As of March 31, 2000, the OFA managed investments of $194 million, $58 milion and $15 million respectively
on their behalf (March 31, 1999 - $199 million on behall of NOHFC only).
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Summary of Financial Results

The OFA also administers the loans receivable and payabie of the former Ontario Municipal improvement Corporation
(OMIC). OMIC assets of $80 million consist of debenlures receivable lrom various municipaliies and school boards, An
equal amount of liabilites are payable 1o Canada Pension Plan and the Province. During the 1999-2000 year approximately
$316,000 of loans receivable from municipalilies matured. The inlerest earned and paid annually on account of OMIC
assels and liabiliies amounts to $7.8 million and is expected 1o remain at this level until 2011, when CPP loans start
ralLririg.
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Responsibility for Financial Reporting

The accompanying financial stalements of the Ontario Financing Authority have been prepared in accordance with accournting
principles generally accepled in Canada and are the responsibility of management. The preparation of inancial slatements
necessarily involves the use ol estimates based on management’s judgment, particularly when transactions alfecting the
current accounting period cannol be finalized with certainty until fulure periods. The financial stalements have been
properly prepared within reasonable imits of materiality and in light of information available up to June 19, 2000,

Management maintains a system of internal controls designed Lo provide reasonable assurance thal the assels are
saleguarded and that reliable finandial information is available on a timely basis. The system includes formal policies and
procedures and an organizational structure that provides for appropriate deleqgation of authorily and segregation of
responsibiliies. An internal audit function independently evaluales the elfectiveness of these inlernal controls on an
ongoing basks and reports its lindings to management and the Audit Committes of the Board of Directors.

The Board of Directors, through the Audit Commillee, is responsible lor ensuring that managernent fulllls its responsibilities
for inancial reporting and internal controls, The Audit Commitlee meels perodically with management, the internal
auditors and the external auditor Lo deal with issues raised by them and o rewiew the financial statements before
recommending approval by the Board of Direclors.

The inancial staternents have been audited by the Provincial Auditor. The Provincial Auditors responsibility is 1o express
an opinion on whether the financial statements are fairly presented in accordance with generally accepled accounting
principles. The Auditor's Report, which appears on the following page. outlines the scope of the Audilor's examination and

cpinion.

On behall of Management:

Tony Salermo
Vice-Chair and
Chief Executive Officer
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Auditor’'s Report

{Office of the Bureau du
Provincial Auditor verificateur provincial
of Ontario de I'Ontario

Box 105, I5th Floor, 20 Dundas Streel West, Toronto, Ontarie MSG 202
B.E 105, 15 étage, 20, rue Dundas ouest, Toronte (Ontarie) MG 202
(416) 327-2381 Fax: (416) 3279862

Auditor’s Report

To the Ontario Financing Authority
and to the Minister of Finance

[ have audited the balance sheet of the Ontano Financing Authonty as at March 31, 2000 and the statements
of net income and retained earnings and of cash flows for the year then ended. These financial statements are
the responsi bility of the Authorty’s management. My responsibility 1510 express an opinion on these financial
statements based on my audit

I conducted my audit in accordance with generally accepted auditing standards. Those standards require that
I plan and perform an audit to obtain reasonable assurance whether the financial statements are free of matenal
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An auditalso inchudes assessing the accounting principles used and significant estimates
made by management, as well asevaluating the overall financial statement presentation.

Inmy opinion, these financial statements present fairdy, in all material respects, the financial position of the
Authority as at March 31, 2000 and the results of its operations and its cash flows for the year then ended, in
accordance with generally accepted accounting principles.

AN

Toronto, Ontario Erik Peters, FCA
June 19, 20000 Provincial Auditor
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Balance Sheet

Total Total
March 31, March 31,
{in thowusands of dollars) Corporate POSO 2000 999
ASSETS
Current assets
Cash 8 1 22,613 22,734 % 44,992
Receivable from the Province of Ontario (note 2i) N4 2307122 2,307,436 1,890,744
Accounts receivable 3.09 37,615 40,634 40,729
Loans receivable (note 4) 326 — 326 36
Total current assets ; ' ol A6,
Long-term assets
Capital assets inote 3) 1,447 575 2,022 2,405
Receivable from the Province of Ontario (nole 2ii) — 532,885 532,885 624,602
Loans receivable {nole 4) 79,505 - 79,505 79,832
Total assets §84.732 24900810 2985542 § 2683620
LIABILITIES AND RETAINED EARNINGS
Current labilities
Accounts payable and accrued liabilities $ 4367 33277 37644 % 39,27
Funds on depsosit (note 21) — 2,279,288 2,279,288 1,892,681
Due to the Province of Ontario (note 4) 326 —_ 326 316
Total current liabilities § 4603 2312565 237258 § 193234
Long-term debt
Funds on deposit (note 2ii) — 532,885 532,885 624,602
Due o CPP and the Province of Ontario (note 4) 79,515 — 19,515 79,841
Total iabifities $84208 2845450 2029658 § 2,636,657
Retained earnings 524 55,360 55,884 46,963
Total iabilities and retained earnings § 84,732 2,900,810 2,985,542 § 2683620
SeE ACCOMPAEnNIT Nates to iNandal stalemants,
Approved on behall of the Board:
Bryne Purchase Tony Salerno
Chair Vice-Chair and Chief Executive Officer
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Statement of Net Income and Retained Earnings

Total Total
March 31, March 31,
{in thowsands of doflars) Corporate POSO 2000 199
REVENUE
Interest revenue $ .76 134,899 142 615 126,940
Cost recovery from the Province 10,392 — 10,392 10,202
Miscelaneous revenue — 1,540 1,540 1,334
Total revenue $ 18,108 136,439 154, 547 138,476
EXPENDITURES
Interest an short-lerm debt 5 - 81,824 81824 69,004
Interest on long-term debt .m 32,157 39,868 37,764
Salaries, wages and benefits 1,589 9,031 16,620 16,355
Administrative and general 1,986 4,162 6,148 5,778
Amortization 818 348 1,166 981
Total expenditures § 8104 127,522 145,626 129,882
Netincome for the year $ 4 B.917 8921 8.594
Retained earnings, beginning of the year 520 46,443 46,963 38,369
Retained earnings, end of the year $ 524 55,360 55,884 46.963

e ACcOmpanyIng notes o inancial statements.
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Cash Flow Statement

Total Total
March 31, Marech 31,
{in thousands of doliars) Corporate POSO 2000 099
Cash fiows from operating activities
Netincome for the year 5 4 8.917 8921 % 8,594
Adjustments to reconcile nel income Lo funds
provided by operating activities:
Amarization B8 343 1,166 981
Met change in accounts receivable, payable
and accrued liabilities (209) (1,269) (1.478) (103)
Cash llows from operating activities $ 613 1,996 8609 % 9,472
Cash flows from financing activities
Increase in proceeds from depositors $ - 294,890 294890 § @ 272424
Repayrments to the Province re; OMIC loans (316) —_ (316) (316)
Repayments from holders of OMIC loans 317 -— 317 315
Cash flows from linancing activities .1 1 294,890 20489 % 272,423
Cash flows from investing activities
Increase: in POSO funds loaned to
the Province of Ontario $ - [324,975) (324.975) § (259,461)
Purchase of capilal assels {B09) (174) (783) (1.060}
Cash Mows used in investing aclivilies $ (609) (325,149) (325758) 4% (260,521)
Mel increase{decreasa) in cash i ] (22,263) (22,258) % 21,374
Cash at beginning of the year 16 44,876 44,992 23,618
Cash at end of the year § 11 22,613 22734 % 44,992

D0 ACCOMDANYNIG TIONES 10 TN TATCH] SIARMENTS.
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Notes to Financial Statements for the year ended March 31, 2000

{all tables ares in thousands of dollars)

BACKGROUND

The Ontario Financing Authority (the "OFA") was established as an agency of the Crown, on November 15, 1993, by the
Capital lnvestment Plan Act, 1993 {the "Act’). In accordance with the Act, the: OFA's objects are:

» loassist public bodies and the Province of Ontario to borrow and invest money;

« lodevelop and carry oul inancing programs, issue securities, manage cash, currency and other linancial risks on
behall of the Province, or any public body:;

= {oprovide such other financial services as are considered advantageous to the Provinee or any public body;

= looperale offices as provided under the Province of Ontario Savings Office Act, as agent for the Minister of Finance; and

= any additional objects as directed by the Lieutenant Governor in Council,

The OFA is a corporation established under the laws of Ontario. The OFA is exempl from federal and provincial income
taxes under paragraph 149{1){d) of the lncome Tax Actof Canada.

1. SIGNIFICANT ACCOUNTING POLICIES

i Cenerak The finandal statements are prepared in accordance with generally accepled accounling principles
prescribed by the Canadian Institlute of Chanered Accountants.

{if) Capital assets: Capilal assels are staled al cost. Amortization is provided using the straight-line method over the
estimated useful life of the assel as lsted below. Amortization is not laken in the year of acquisition.

Furniture and equipment & years
Computer hardware Jyears
Leasehold improvements remaining life of lease

2. PROVINCE OF ONTARIO SAVINGS OFFICE

The OFA operates the Province of Ontario Savings Office (POS0) as agent of the Minister of Finance, POSO accepls
depaosits from the general public, government and other public bodies that form part of the Consofidated Revenue Fund
and are direct liabilites of the Province, Administration costs for the period ended March 31, 2000 of $1,062,670
{March 31, 1999 - $933,800) relating to POSO are provided by the Minkstry of Finance and are not included in these
financial staternents. The average rate of inlerest paid to depositors and earned from the Province for the year ended
March 31, 2000 was 4,28 per cent and 5.04 per cent respectively (March 31,1999 - 415 per cent and 4.99 per cent
respectively). These deposils are comprised as follows:

fi Receivable from the Province of Ontario and short-term funds on depasit

March 31, 2000 March 31, 1999
Short-term deposils $ 147,696 $ 190,223
Demand deposils 1,490,462 1,124,201
GICs maluring wilhin one year 541,130 578,257

Total short-term funds on deposit §__ 22i0288 _§ 1,802,681
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Notes to Financial Statements

Shor-term funds on deposit include deposits made by the Ontario Casino Corporation (OCC), Ontario Clean Water
Agency (OCWA), Ontario Realty Corporation (ORC) and other government agencies of about $555 million (March 31,
1999 - $117 milion). Funds held on behalf of OCC of $410 million were transferred from a long-term deposit to a short-
lerm demand account earning a rale of 4.90 per cent (March 31, 1999 - $236 million, invested in long-term GICs,
eaming a variable rate of interest from 4.33 per cent o 5.65 per cent). Funds held on behall of OCWA and ORC tntalling
$114 miflion earned a variable rate of interest from 5.31 per cenl 1o 5.52 per cent and prime less 2 per cenl, respectively,
asat March 37, 2000 (March 31, 1999 - $109 million earning a variable rate of interest fram 4.50 per cent to 5.50 per cent
for both actounts combined),

The iofal current "Receivable from the Province' of $2,307 436 (March 37, 1999 - $1,890, 744) includes short-term funds
on deposit plus working capital, mainly of POSO.

il Receiable from the Province of Ontario and long-term funds on deposit

The long-term Receivable lrom the Province” represents deposits far which POSO has issued long-term GICs.

These deposils mature as follows:
As at March 31, 2000 As at March 31,1999

Year ended Principal Effective Average Principal Effective Average
March 31 Maturing Interest Rate (%) Maturing Interest Rate (%)

20m $ — $ 384,899 5.02

2002 250,290 5.1 120,839 582

2003 135,447 5.56 75,510 5.37

2004 55,984 5.35 43,354 522

2005 91,164 590 —

Total $ 532,885 $ 624,602

3. CAPITAL ASSETS

The balance of capital assets, nel of amortization, is as follows (amartization begins in the year following acquisition):

Accumulated Net MNet
Cost Ameortization  March 31, 2000 March 31, 1999
Furniture and equiprment 3 1154 $ 0200 % 134 3 314
Computer hardware 4,737 (3.049) 1,688 1,846
Leasehold improvement 1,194 {994) 200 245
—$ 7,085 $ (5063 % 2022 § 2,405

4. ONTARIO MUUNICIPAL IMPROVEMENT CORPORATION (ONMIC)

In accordance with the Capdtal invesiment Plan Act, 1993, the Ontario Municipal Improvement Corporation (OMIC)
ceased o exist and its assels and Fabilities were transferred 1o the OFA on Novernber 15, 1993, OMIC recefved loans
from the Canada Pension Plan [CPP) and the Province, which OMIC used lo make loans Lo municipalities and school
boards under similar lerms as its debl.
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As of March 31, 2000, the portion of long-lerm debt maturing in 2000-2001 is $326,000 (March 31, 1999 - $316,000
maluring in 1999-2000) and is due to the Provinee. Long-term debt (maturing in the year ended March 31, 2002 and
future) is composed of debt due Lo the Province of $494,000 and to the Canada Pension Plan of $79 million (March 37,
1999 - $820,000 and $79 million respectively, maturing in year ended March 31, 2001 and future). The terms of the

oulstanding debt are as follows:
As at March 31, 2000 As at March 31, 1999
Year endied Principal Effective Average Principal Effective Average
March 31 Maturing Interest Rate (%) Maturing interest Rate (%)
2000 5 = 5 316 13.39
200 326 13.58 326 13.58
2002 354 13.59 354 13.59
2003 64 1.55 B4 1.55
2004 54 .55 54 .55
2005 6 n.25 -
1- 5 years $ 804 $ 114
6- 20 years 19,037 9.61 18.043 9.61
Total § 1984 $ B0s87

5. TRANSACTIONS WITH THE PROVINCE AND OTHER PUBLIC BODIES

fi Financing activities between the Province and other Public Bodies: Acting &5 a linancial condut for the
Province, the OFA provides inancing Lo variows public bodies, the repayment of which is expected from third-party
revenues. The funds for these loans are advanced to the OFA by the Province under a credit facility of $2.16 billion.
Repayments received from public bodies by the OFA are forwarded 1o the Province, These iransactions are nol
reflected in these financial statements.

In compliance with an Ontario Financing Authority Lending Policy adopted by ils Board of Directors on
December 17, 1997, each advance received by the OFA under the current facility bears inlerest al a rate that is
equivalent to the rate of interest payable to the OFA on the corresponding loan to a public body(ies). As of
March 31, 2000, $215 million (March 31, 1999 - $1.71 billion), including accrued interest, was advanced by lhe
Prowiince to the OFA and must be repaid by the OFA on or before August 31, 2027,

Funds are generally advanced by the OFA to public bodies under interim financing arrangements, consisting of a
nurmiber of promissory noles for terms nol exceeding one year. Interest is payable on the principal plus any
capitalized interest. As of March 31, 2000, these interest rates ranged from 4.98 per cent to 5.48 per cent
{(March 31,1999 from 4.75 per cent 1o 5.65 per cenl). Itis the OFA's intention lo replace these promissary notes with
term debt, al which point repayment terms will be finalized.

Prior to March 31, 2000, the following has been converted into debentures: Ontario Northland Transportation
Commission - $3.9 million at 5.64 per cenl maturing April 1, 2008, $12.7 million at 6.37 per cenl maturing
August 1, 2004 and $19 milion at 5.6 per cent maturing December 1, 2014,
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)

The lollowing represents amounts receivable by the OFA on behalf of the Province, including capitalized interest,
netof inancing costs. These are relaled party ransactions, with the exceplion of those with the City of Windsor,

March 31, 2000 March 31,1999
Ontario Transportation Capital Corporation - Hwy 407 5 - $ 1524642
Metro Toronto Convention Centre 156,583 151,360
Corporation of the City of Windsor 23,450 19,923
Ontario Northland Transporlation Commission 34,717 17,725
Centennial Centre of Science and Technology 607 600

§ 215,357 $ 1714250

The Ontario Transponation Capital Corporation (OTCC) was created as a Crown agency of the Province established
by the Capital investment Plan Act, 1993, In1999, the OTCC was continued as a share capilal corporation under
the Orlarfo Business Corparations Act, whaolly owned by the Province, and renamed "407 ETR Concession Company
Limited" which was sold o a private consortium on May 5, 1999,

To facilitale the sale, effective April 6, 1999 the Ontario Financing Authority assigned and translerred all of its rights,
litle and interest in debt owed 10 it by the OTCC, including long-lerm debt, promissary notes and accrued interest,
1o the Province. The Province agreed to accepl such assignment as payment in full of the comesponding
indebledness of the OFA to the Province. The Province also confirmed that the indebtedness of the OFA to the
Province of $1,524,642,000 including accrued interest was discharged.

The Metro Toronto Convention Centre Corporation (MTCC) is a Crown agency of the Province under the Metropolitan
Toronto Corwention Centre Corporation Acl. The majority of directors on the MTCC board is appointed by the
Lieutenant Governaor in Council,

The Corporation of the City of Windsor is a municipality within the meaning of the Mumicioal Act. The linancing
provided is for the acquisition, design and construction of the Windsor Justice Facility, consisting ol provincial
dwision courthouse and cily police headquarters.

The Onlario Northland Transportation Commission (ONTC) is a Crown agency of the Province under the Ontario
Northland Transportation Commission Act, 1990. Members of the Commission are appointed by the Lieutenant
Governor in Council.

The Centennial Centre of Science and Technology is a Crown agency of the Province under the Centennial Centre
of Science and Technology AcL s Board of Trustees is appointed by the Lisutenant Governor in Council.

Investing for Related Parties: In the normal course of operations, the OF A provides investment management
services 1o other public bodies. Funds managed on behall of other public bodies (which are not reflected inthese
financial staterments) as of March 31, 2000, consist of $194 milkon held on behalfl of the Northern Ontario Heritage
Fund Corporation {(March 31, 1999 - $199 million), $58 million held on behalfl of Ontario Trilium Foundation (March
31,1999 - NIL) and $15 million held on behalf of Ontario Securities Commission (March 31, 1999 - NIL). The OFA
also manages debl on behall of the Province and was reimbursed $10.4 million for the year ended March 31, 2000
for these activities (March 31, 1999 - $10.2 million).

(i} Province of Ontario Savings Office: Olher related parties have deposited thewr funds on a long- and shar-lerm

basis. Total amaunts deposited as at March 31, 2000 were $555 million (March 31, 1999 - £389 million).
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6.

PENSIOMN PLAN

The OFA provides pension benefils for its employees through pariicipation in the Public Service Pension Plan. The
OFA's pension contributions for the period ended March 31, 2000 were $875,000 (March 31, 1999-8817,000).

FINANCIAL INSTRUMENTS

The carrying amounts for cash, accounts receivable, receivable from the Province of Onlarnio, accounts payable and
accrued liabilities and shorl-term funds on deposil approximate their fair values because of the short-term malurity of
lhese inslruments.

Given that the terms and amounts of the OFA's long-term receivables offset the OFA's long-term debt, providing fair
values for these instruments would not add any more useful information Lo that which has already been presented in
lhese financial slatemenis.

SALARIES (absolute dollars)
Provincial Legislature requires disclosure of Ontario public-sector employees paid an annual remuneration in excess

of $100,0:00. The amounts paid in 1999 to individuals ksted below, who are identified with an asterisk (), include salary
and perfformance-based pay.

Remuneration Taxahle
Paid

Name Position Benefits
Charles Allaln Manager - Risk Management 3 141,405 § 345
Kanak Chopra Director - Risk Control $ 167.238° $ 4an
lames Devine Manager - Fixed Income & Medium-Term Notes $ 1327050 ¥ 326
Andrew Hainsworth Manager - Funding $  133.600° $ 326
Douglas Harrington Manager - Risk Control Operations $  125150" $ 307
Michael Manning Director - Risk Management $ 187.344° $ 453
Gadi Mayman Executive Director, Capital Markets $ 193409 $ 469
Christine Maszynski Director - Capital Markets Treasury $ 106460 $ 28
David Peters Manager - Foreign Exchange § aasm $ 326
William Ralph Director - Corporate Finance $ 108,186 $ 281
Tony Salemo ADM - Office of Treasury/CEQ - Vice Chair, OFA $ 233692 $ 568
Corey Simpson Legal Counsel ;] 116,250 $ 330
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Corporale Governance

Corporate Policies
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Corporate Governance

Corporate governance al the Ontario Financing Authorily imeolves processes thal permil the effective supenvision and
managemenl of the OFA’s activities by senior officials, the Board of Directors and the Minister of Finance. Corporate
governance alsa includes identifying those indiduals and groups who are responsible o the OFAs aclivities and specifying
their rofes.

The Ontario Financing Authority's accountability framework llows from its governing statute, the Capital ivestment Plan
Act, 1993 and rom a Memorandurn of Underslanding between the OFA and the Minister of Finance, Together, they provide
that the Minister of Finance is accountable to Cabinel lor the activities of the OFA. The Chiel Executive Officer reports 1o the
Board of Directors. Inturm, the Board reports 1o the Minister of Finance.

The Minister of Finance supervises the OFA with the aid of information reported through the Chair ol the Board of Direclors,
who is also the Deputy Minister of Finance and through senior management of the OFA. The Minister of Finance reviews,
approves and recommends Lo the Management Board of Cabinet the annual Corporate Plan, which contains long- and
short-term objectives and reports on accomplishments for the preceding year.

The Chief Executive Officer {CEQ) is responsible (o the Board of Directors for day-to-day operations. The CEO also ensures
that policies and procedures, including linancial reporting, remain relevant and effective. Stall are accountable, through
senior management, 1o the CEO.
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Corporate Policies

The Capital Imvesirment Plan Act, 1993 sets oul a broad ramework for the Ontario Finansing Authority's operations. This is
supplemented by a memorandum of underslanding with the Ministry of Finance and intermal policies on risk management
including financial reporting.

In carrying oul its mandale, the Ontario Financing Authority laces financial risks that are inherent in managing financial
assels and labilities. Risk management policies ensure that the financial risks that the Province faces are identified,
maonitored, evaluated, reported and managed. The OFA manages financial risk through a comprehensive ramework of

debl management infrastruciure, policies and procedures.

Overview and Structure

Board of Directors

Reviews and approves key risk management policies relaled to capital market aclivities.
Supervises the management of the Province's debt and investment portfolio.

Audit Committes:

Oversees the inancial reporting process on behall of the Board of Directors.
Reviews key risk management policies, internal audil reports and the financial statements.

Management Committees

Risk Management Committes

Reviews daily marke! updates and outlook.
Reviews current bormowing, investing and debt
management posilions and stralegies.

Risk Control Division

Monitors and measures inancial risks and performance assodiated with borrowing, debl management and investment

of liquid reserves.

Develops risk management policies and monilors compliance with the Board-approved policies, limits and procedures,
and mordtors portfolio performance and trends.

Assesses counterparty credil risk and manages rating agency relations.

Borrowing Strateqy Committee

Reviews economic conditions, fiscal plan and capital
markets outiook,

Reviews borrowing and debt management activities
and management reports, cash Nows and the public
debt interest forecast.

Reviews aperational imils and procedures related to
financial operalions.

Approves exceplions to approved risk management
policies.

Approves risk managemenl policies lor
recommendation Lo the Board of Directors.
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Risk Management Policy Framework

The Onlario Financing Authority has a number of policies in place 10 minimize financial risk: market risk, credit risk,
operational risk and risks redated 1o the use of derivatives. These policies were developed after reviewing the Group of
Thirty's best practices, the guidelines and directives of regulatory bodies, such as the Office of the Superintendent of
Financial Institutions of Canada and consulling with Canadian bank representatives on their risk managemenl practices.
Key aspects of the policies are summarized below.

A

Markel Risk

This policy provides a framework for borrowing and debt management activities and integrates several aspecls
dealing with the management ol market risk.

Foreign Currency Exchange Limit - The Province's exposure Lo unhedged lorsign-cumency is limited to 5 per
cent of Funded Debl and Trust Liabililes. Forsign-currency exchange exposures are limited Lo Group of Seven
currencies and the Swiss lranc or the equivalent currencies (Le., Eura).

Floating Rate Limit - The Province's net floating interest rate exposure is fimited to 20 per cent of cutstanding debt,
ned of Bguid reserves. Efective April 1, 2000 a new measure, interest Rate Resetting Risk, will replace the
Floating-Rate Limit. The new measure of loating-rale exposure was broadened o include fixed-rate debt maturing
within a 12-month period lo more accurately reflect tolal interest rate resetling risk. The new measure [imits
interest rate resetling risk 10 no more than 25 per cent of Funded Debl and Trust Liabiliies, net of iquid reserves.

Public Debt Interest and Debt Management Loss Limits - Actual Public Debt Interest (PDI) must not exceed
budgeled annual PDI by more than three per cenl as a result of adverse loaling rale interest or foreign exchange
moverments (PDlIoss limid. In addition, the CEO establishes a debt management rigger level to ensure that losses
will not reach the PDIoss limit. The trigger level is included in the annual borrowing and risk management plar.

Liqquidity Risk - Liquid reserves are maintained al levels sulficient Lo ensure the Government can meet ils short-lemm
financial obligations. Syndicated Enes of credil, Treasury Bill and LS Commercial Paper programs are also available
to provide liquidity should the need arise.

Debt Maturity Profile - When issuing new debt, the OFA will aim for a smooth debt maturity profile to diversify the
interes] rate risk of refinancing malturing and Noating rate debt.

Risk Measurement -The Province identifies and quantiies exposures to markel risk inils annual borrowing and
debt management plans Lo ensure thal risk exposures and losses remain within the approved exposure and loss
lirnits. Exposure to markel, credil and liquidity risk is measured daily.

Credit Risk

Credil risk arises when the OFA invests its liquid reserves and when il carries oul debt management activities 1o
mitigale risks associated with new borrowing and Funded Debt and Trust Liabities. To lower credit risk, the Province
limits itsell o undertaking transactions with the federal and provincial governmeents and non-government counterparies
wilh high credit quality. The minimum credit rating of a non-government courter-party for long-term ransactions is A-
and for liguid reserve investments is R-1{mid),
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C. Operational Risk

The Ontario Financing Authority manages operational risk by following operaling procedures thal deal with modei risk,
legal issues, settlement issues and information systems risks.

«  Model Risk - The OFA regularly reviews its pricing models for accuracy and compliance with industry standards.
I also regulardy reviews Lhe valuation of finandal instrumesnts.

= Legal Issues - The OFA has established procedures and standards to ensure that documentation of debl issues,
debl management and money markel ransactions meets industry standards and is enforceable.

= Settlement lssues - The OF A has eslablished intermal control procedures to ensure thal Iransactions are setled
camrectly in a timely manner and are recorded accurately.

* Information Systems Risk - The OFA has laken measures 1o prolect the compauter systems and offices of the OFA
by supervising the computing environment, establishing back-up power sources, regular data back-ups, ofl-site
storage, fire walls to protect against unauthorized intruders, and scanning for computer viruses, Security is
reviewed periodically.

D. Use of Derivatives

Derivatives are used solely 1o advance the OFA's objective of providing the Province's financing and liquidity requirerments
in a sound and cost-effective manner. Derfvalives are used 1o manage exposures arsing from existing and planned
debl and in a manner consistent with the borrowing and debt management plans, Risks that arise from the use of
derivatives are identified, monilored, evaluated and managed prudently.

Financial Reporting

The Ontario Financing Authority's Board of Directors receives quanerly progress repans on flinancing and debt managerment
plans and current risk exposures. Also, the management provides the Board of Directors with a monthly assessment of
performance relative 1o benchmarks approved by the Board.

The Director of Risk Control reponts o the Board of Directors on the OFA's compliance with applicable financial policies. The
Deputy Minister of Finance, on behalf of the Minister of Finance, receives weekly financial and financing program reparts.

The adequacy and effectiveness of inlernal controls are examined independently by the Audil Services Division of
Management Board Secretariat. It also verifies compliance with policies, procedures and operational limits. The resulls of
these audits are reported o management and the Audit Committee of the Board of Directors.

The OFA prepares annual financial statements in accordance with Generally Accepled Accounting Principles (GAAP) for
approval by the Audit Committee and the Board of Directors. The financial statements are reviewed by the Provincial
Audilor who expresses an opinion on whether they are presented [airly and in accordance with GAAP. The Provincial
Auditor’s findings are reviewed by the Audit Commillee and the Board of Directors. These audited financial slatements are
tabled in the Onario Legisiature as part of the Ontario Financing Authorily’s Annual Report.
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Summary of Net Provincial Debt

NET PROVINCIAL DEBT
Interim 20007

Interim Plan
As at March 31 1996 1997 1998 1999 2000 2001
{5 millions)
Liabilities for Prowincial Purposes
Funded Debt and Trust Liabilities® 11,396 101,51 105,474 109,174 19,302 120,023
Other Liabilities™ 18,858 19,954 20,748 17,113 17,353 15,832

120, 141, : 2 136, 135,

Financial Assets® (18,390) {12,696) (13,487) {12,150) (22,572) (21,772
Net Provincial Debt® 101.864 108,769 12,735 114,737 114,083 114,083

Notes:

(1  Prepared onthe basis of modified accrual and consolidated accounting,

(2} Effective March 31, 2000, Provincial Purpose Debt was repiaced by Funded Debt and Trust Liabilities. Funded debtis composed of
all debt instruments such as bonds and POS0 liabdites. Trust Eabilties include cerain pension funds (such as the provincial judges
pension fund) and special purpose accounts, which are under the Province's administration.

(3] Other Liabdities include Accounts Payable and Accrued Liabdites and Pensions,

(4) Financial Assets comprise Cash and Temporary Investments, Accounts Receivable amd Investment in Government Enterprises,

(5) NetProvincial Debt represents the overall financial position of the Province, based on Public Sector Accounting Board (PSAB) accrual
and consolidation accounting. Net Provincial Debt is defined as the total liabdites less the finandal assets of the Provinee, itis found

in the Pubsic Accounts of Onizrio, Anancal Statemenis, Statement of Financial Positiorn., For more informeation on Net Provincial Debt
{Accumulatad Deficit), please sea 1998-1599 Public Accounts of Omtario, Financial Statements,
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Debt Maturity Schedule

LONG-TERM DEBT MATURITY PROFILE

B oerc W Ontario

Tg23s885822¢eg8g88:
nﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁgﬁ;ﬁ;ﬁ
E o 82 8 o
L3 B R . B o B 2 R . |
Fiscal Year Ending
ONTARIO'S DEBT MATURITY SCHEDULE
($ millions) Interim 20:00™
Ontario
Debcuredtor o Prposes oy | s
Carporation Provincial
Year Ending Publicly Held Non-Public {OEFC) Purposes and
March 31 Debt® Debt Total Purposes™ for OEFC
2000 n? n7 ni
200 98,8679 1,393 1,260 3945 15,205
2002 6,353 1.519 1.812 500 83712
2003 9,235 2,375 1,610 1,610
2004 4,978 2,518 1,496 350 1.846
2005 6,705 2,224 8929 2.000 10,929
2000-05 37,255 10,029 47,284 6,795 54,009
2006-10 20,005 10,794 30,799 2,248 33,047
2011-15 303 1.439 1,742 500 B.242
2016-20 3 1342 1,345 1345
2021-25 4,5M 125 4,626 4,626
2026-49 14,342 ] 14,348 104 14,452
76,409 29,735 106,144 9,647 15,7

(1 Prepared on the basis of modified accrual and consolidation accountng.

{21 Al balances are expressed in Canadian dollars, The balances above reflect the effect of related derivative coniracts entered info
by the Province.

{3) This debt is offset by bonds of Ontario Electricity Financial Corperation {OEFC) bearing like terms and conditions to the Ontario
obligations. Pursuant to the Onfanio Elactricity Act, 1898, OEFC was established as a continuation of Ontario Hydro on April 1, 1996,

4 Inchudes $3,002 milion in Treasury Bills and $396 milionin U.5. Commercial Paper.
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Credit Ratings

A credit rating is a current assessment of the credit worthiness of a borrower with respect 1o a specified abligation. It
indicates the capacity and willingness of a borrower 10 pay inlerest and principal in a timely manner.

Long-term Ratings

Long-lerm ratings are assigned a letter grade ranging from investment grade, 1o speculative grade, to highly speculative
or default. Ratings within each calegory may include a "+" or °-" {or a high or low) to indicate the relative strength of the
raling within that category. The current long-term ratings of the Province of Ontario are as follows:

Standard & Poor's Corparation (New York) Al

Moody's Investors Service (New York) Aal
Canadian Bond Rating Service (Toronbo) Ad,
Dominion Bond Rating Service (Toronto) AA fow), Posilive Outlook

Short-term Ratings

Shont-term ratings are for debt maturiies of less than one year. Ratings are graded into several categories, ranging from the
highest-qualily obligations o defaull. The current short-term ratings of the Province of Ontario are as follows:

Standard & Poor's Corporation (New York) B-1+
Moody's Investor Service (New York) F-1
Canadian Bond Ratings Service (Toronto) fi=1+
Dominicn Bond Rating Service (Toronta) R-1 (rnid)
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Exchanges Where the Province is Listed

The Luxemburg Stock Exchange
The London Stock Exchange

The Stock Exchange of Hong Kong
The Stock Exchange of Singapore
The Frankfurt Stock Exchange

The Paris Bourse

The Stock Exchange of Zurich

The Amsterdam Stock Exchange

Ontario Financing Authority 48




Sources of Information

internel: www.ofina.on.ca
Provides infarmation on Ontario’s debt, debt issues and retail products and
contains publications from the Ontario Financing Authority and
Ontario Minisiry of Finance.

Publications

Ontario
Paper D: Ontario's Financing Plan: Culting Ontaria’s Debt provides a discusséon of the Province's borrowing and debt
manadgement aclivities for the iscal year ended and reviews the outlook for the fiscal year ahead.

Ontario Ecomomic Outlook and Fiscal Review (Fall Statement)
The Ontario Economic Outlook and Fiscal Review provides a semi-annual update on the Province's economic outlook,
fiscal and financing plan.

Ontario Financing Authority Bulletins and Fact Sheets
OfA Bufletins and Fact Sheets provide quarterly updales of Onlario's Finances and Govermment initiatives of interest to
the linancial community.

Form 18-k
The Province's annual report to the U.S. Securities and Exchange Commissian,

Ontario Financing Authority Annual Report
The Annual Reporl provides information on past achievements and cument obgectives of the Onlario Financing Authority.

Contact Addresses and Numbers

Enquiries regarding the 2000 Annwal Report should be directed Lo
Investor Relations, Capital Markels Division

Telephone: 416-325-0918

Email: vestor@ofina.on.ca

Enquiries regarding docurmentation or regulatory filing information should be directed to:
Documentation, Capital Markets Division

Telephone: 416-325-8142

Ernail: lsmith@ofina.onca

For additional copies of this annual repont, please contact:
Oniario Financing Autharily

1 Dundas Streel Wesl, Suile 1400

Toronta, Ontario, Canada M7TA1Y7

Telephone: 416-325-8000

Special thanks o David Bidner for pholo services.
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