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On behalf of (heProvince of Onlario. Its Crown oorp«ationsand other public bodies. theOntarioFinancingAulhority: 

■ executes booowing. Investment and financial riskmanagement acllvlties: 

■ manages lheProvincialdebt; 

■ advises on financial policies and projects; 

■ pcovides financialand cash management services: 

■ provides financial services and advice to the Ontario Electtlcity Financial C°'poration; 

■ operates theProvince of OnlarioSavings Office. 

As an agency of !he Province. the Ontario Financing Authority reports 10 the MlnlSlet or Finance who Is accountable 10 
Cabinet r°' th.eacllvilies of the Ontario Financing Auth()(fly. 
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The Ontario Financing Authority fulfilled the Province's 1999-2000 financing 
requirements. $1O.S billion. in a sound and cosi-effecllve manl'ler. 

• 
Public debt interest costs were S318 milion belOw the1999 Budget forecast. largely 
due to a sma0er financing program coupled with higher intereSt earnings on the 
Province's fiquid reserve pottfolio. 

• 
lhe fifth amual On1arlo Savings Boods campaign raised moce than S2 billion. the 
biggestprovincial savings bond campaign In canadian hlsto,y. 

• 
1heOnuvloFfnancing AlAhorlty played aslgnlf,cantrole in the successrul restruduring 
or Ontario Hydro and the establishment or the two new successor commercial 
cotpOl'alions. Onlal'ioPowerGenerationlnC. and Ontario Hydro Services Company lnC. 
(OHSC was renamed May 2. 2000 to Hydro One Inc.).Also. comprehensive support 
~nd advice were provided10 the Ontalio Eleruicily FinancialCorl!)(l'atlon. the soo:essor 
fll'lancialcorporatloo tothe former Ontario Hydro. 

• 
1heOntario Financing AuUlotltyw011<ed closely with representativesorthe PrivalizaUoo 
Secretariatand the Mlnislly orTransportaUoo oo the successful privatlzalloo sale orthe 
Highway 407 Express Toll Route for$3.1billion. 
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k is wllhgreatpleasure !hallpresentthe 2000 Annual Repo(t ollheOntario rrianclng Aulhority. 
the ft& or lhe new mmemium. This repon ouUlnes the Ontario rriancing Authority'sobjectives 
and responsibilities. operational highlights and financial resutts lor the year April 1. 1999 to 
Marcil 31. 2000and includeS a summaryor priorities !or lhenext year. 

The Ontario economy was very strong In1999with realGross Domestic Product{GOP) growlh 
ol 5.7per cenL Consumer spending, business Investment. housing and exports have al 
oonlribtted toeconomicgrOW1h. Taxcuts, sOlid jobcreationand incomegains areprovidingthe 
basisIor sustained expansion.Private-sectoreconomists are. ona.,...age. project.ig realgrowlh 
or 4.7 percent in 2000. lhe same pace asthe U.S. and raster than the rest ol Canada. or anyor 
the othermajor indUSlriaized nations. 

Btynel'L<dlase W~h a budgetary Strplus in 1999-2000, lhe Go,ernment has achieved Its Balanced Budget 
Chair Plan target one year ahead or schedule. The 1999-2000 interim ouUook or a $654 million 

surplus is a S2.7 bilion improvement lrom !he 1999 Budget lorecaSI. and a $3.3 billion 
improvement over the original Balanced Budget Plan defd target or S2.6 b■lion. The $654 

million surplus has been applied to reduce NetProvincial Debt. Asaresuk or prudentand realistic planning. this is lhe ruu, 
yearin a row in which theBalanced Budget Pian deficit-reduction target has beenoveraehleved. 

furthermore. ·Ontario is committed to avoiding future budgetde/icils. The Governmentintroducedand the Legislature has 
passed the rno$1 stringent balanced budgetlegislation in Canada. A plan is also In place toensure the full.l'e will be one 
ordebl reduction.The goalis to reduce Net Provincial Debt by at least$5 billionoverthe Government'scurrent mandate. 
Net ProvincialDeblasolMardl 31,2000was$1t4.1billion. 

The ftscal imp<overnents In Ontario and acrossCanada have contributed to lower domestic interestrates.Ontario's robust 
economicgrowlh.combined wilh deeiining fiscal requi'ements. bodeswellfor lheProvince's borrowing program. These 
developments.coupled with the efficient nnancing operations ol lhe Onta,io financing Aulhority.have been factors In 
lowering deblcoots. 

Iam proud to reponthat lheresltucturlng of!he IOl'me( Ontario Hydro lrto nve successorcompanies has been completed. 
pavingthewayfor theintroductionor electticlty competition In the Province.The operaUonor theOntarioEleclricily rmancial 
Corporation (OEFC), one ol the five successor companies. became the responsibility ol lhe Ontario Financing Authority on 
April 1. 1999.TheOntariofinancing Aulhorlty has been successful in managing lhe financial aspects ol thetransition. 

The Board is pleased with the operation or lhe Ontario Financing Authority and looks forward to lhe chalenges or the 
coming year. 

BlynePurchase 
Chai' 
Ontario rrianclng Authority 
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STATEMENT FROM THE 
CHIEF EXECUTIVE OFFICER 

Iam delighted to report onthe OntariofinancingAuthority's achievements In1999-2000. 

The Ontario ronancing Authority fulfilled its primary goal by raising $10.5 billion lO nnance lhe 
Province's malUl'ing debt, earlyredempoons and deb!buybacl<s and Olhercashneeds. In1999-
2000, actual Public Debi Interest expense was $318 millon below lhe 1999 Budget forecast. 
largely ruetoa smallerfinancing programooupledwith higherirterestearringsonlheProvinces 
liquid reseive portfolio. 

Since April 1,1999,lhe 0111ario FinancingAulhotlty has been responsible for Ontario Elecuicity 
ronancial Capcralionsdebt management. risk and cashmanagement a~.and accourting 
and repo<ting reqlll'emenlS. The staff at!he Olll8rio,rnancing Aulhod1y w<rteddiigendy with 
colleagues at!he Minisuy olflnance andwith rep<e5e<n1allvesoflhe rooner 01118rio Hydro and 
lhenewlyformed subsidlades to ensurea smooth and seamlessoperational uansillon.TooySatemo 

CEO and \lice-Chair 
The Ontario f inancing Authority worked with lhe Ministry ol finance and other Ontario 
Governmentminisules to provide subslanllve advice and suppM forseveral fmanclal projects. 

notably, lhe resuucturingor the Olll8rlo electridyseaor and lhe privalliatlon sale of Highway 407. 

In addition, !he On1ariofinancing Authorityacted as financial advisorto lheCatholic School BoardsServices Association In 
developing lhe first pooled fonanclng uansaaion fo, school boardS In Ontario. 

Lastly. lhe Olll8rio financing Aulhorky worked relenllessly lOensure asmooth YeSI 2000 uansilion. All systems operated 
on January 4, 2000, without any disruptions and computer applications have continued to operate normally. 

2000-2001 looks to be a yeBI of exciting new initiatives. The Ontario Rnanclng Aulhotly wil assist lhe newly formed 
0111ario Supet11uad CO<poralion in lhe fufilme111 of that Corporations mandate by providing nnancial advice on major 
lnfrasuuctureprojects. In addition, a number olgovernment-wide Initiatives ancl internaloperational changes related lO 
the implernelllation ofnew technology will take placeto improve lhe efficiency of lhe Ontario FinancingAuthority. 

Internet technology Is quicl<ly changing lhe maMer in which business Is condllcied. The Ontario financing Authorly Is 
constandy reviewing new options lnciuding exploring the possibilityor an Internet Auction facility for lhe Province's ieasury 
Bils and exploring !hefeasibilityofusing lhe lntemetto racililale lhe Sale and distribution ofOntario bonds. This work will 
continue In 2000-2001. 

we at lhe Ontario financing Authority are committed tolhe successful completion ofour 2()()().2001 Objectives. providing 
Olll8rio taxpayerswith the excellent service they havecome to expect. 

Tony Salerno 
Vice-Chair and ChiefExecutive Officer 
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Objectives and Responsibilities. 

• 
TheBoard cl DrectOl'S 

• 
Our People 
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The Ontario Firianclng Auth0<ity (OfA) was established by the Cap/ts/InvestmentPlanAct 1993. The Of A perf0<ms the 
folowing responsibolilles ro.-the Province o/ Ontario. ils Crown c0<poratlons and Olhet' public bodies: 

■ Executes BofTowing, lnveslmenl and Firianclal Risk Mariagement Activities 

The primary goal o/ the Ontario Financing AulhOrity is to meet the Provine.e's financial requirements in a sound and 
cost-effective manner. 

■ Manages the Debt of the Province 

The Of A manages the Province'sdebt and contributes tothe government's debt-reduction eff 0<ts.Thekeyprinciples 
guiding the management or the debtand associated risks are soundness,efficiency. a smooth debtmaturity profile 
and safeguarding Onlario's credltraling. 

■ Advises on financial Policies and Projects 

The OFA provides nrianclal policy advice to the Ontario Government on a wide range of corpo.-ate finance issues. 
Examples Includeeleetricily lnduSlfy reSlfucturing,privatization. sate o/Governmentassets and anernatlvefJOancing 
proposals. 

■ Provides f'lllllncial and cash Management Services 

TheOFA provides bankingpolicy.operational advice,cashmanagementpolicy advice and cash mariagernent services 
to the Province. In addition, the OFAundertakes the accounting and tradesettlement fo.- the Province's liquid reserve 
portfolio. debt ponloiio and related hedging transactions. 

■ Provides Financial Services and Advice to the Ontario Bec:tricity finanda:1 Corporation 

The OFA provides financial servicesand advice to the Ontario Eleetriclty Financial Corpo.-ation (OEFC). The OEFC is a 
Crown agent responsi>le fo.-servicingand retiring lhefo.-mer OntarioHyd,'o's provinciallyguaranteeddebt and certain 
01her liab0illE,s o/the former Ontario Hydro. 

■ Operates the Province of Ontario Savings Office 

The OFA operatesthe Province o/O..Srlo Savings Olf,ce (POSO).a source ofretail fJOanclng fo.-the Provir,ce. Currently. 
POSOoperates 23 branches and five agencies and has $2.8 billion In deposits. 

The Ontario Financing AulhOtity Iscommitted 10 perfo.-ming all o/ these activities to the highestprofesslonal standards. 
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Appointed by the lieutenant Governor in Counci, the 
Board of Direcl(l(Soversees the business of!he Ontario 
FinancingAull1ority. Specifically,lreviews and approvl!S 
key policie$ related to capital market activities and it 
supe,visestheOFA'smanagementofthePrOYlnce'sdebl 
and invesiment pol1folios. The Board receives regular 
reponsoo the Provfoce's actual exposures andon policy 
compliance through the Director ofRisk Control. The 
Board ofOirectorsalSO reviews and approvestheanrual 
Cc:wporate Plan. 

In add~ion, the OFABoard appr011es thequarterly and 
annual financial statements or the Ontario Financing 
AIAhority and discussestheannual f,nancialstatemerts 
with Its auditor • the Provincial Auditor. The Audit 
Committee supports the Board or Oirectors in these 
areas. The Audit Committee also recommends the 
annual internal audit plan and reviews the f,ndings of 
the internal audtorsregarding the adequacy ofinternal 
controls. 

!Bittoright. fr<N11 row:Winrio Wong. BobCtristie, Corey Simpson 
~•gal COl.llSol and Board Secretary): Leftto right. baclcrow: 
B,yne P\Jrchase,Jol1n Caliendo, Tony Salemo 

The Board o/ Directors meets atleastquarterly. Formosto/1999-2000. the Boord o/ Directorswas composed ofthe De~ 
Minister or Finance, the Chief Execullve Officer ofthe OFA, one other senior member of the Ontario Civi Service and two 
members from the private sector. The directors' diverse backgrounds contribute to the effectivesupervlsron of the OfA. 

The followingindividuals were members o/ the Ontario Financing Authority's Board o/ Dil'ectors in 1999-2000. 

Bryne Purchase, Chair of the Ontario Financing Auth~y Board of Directors and Deputy Minister of Finance. Befc.-e 
accepting the poslloo o/ DeputyMinister In October1998,Btyoe advised the Ontario GOYemmeot In the financial aspec!S 
ofOntario's electricity sector restructuring initiative. 

tony Salerno,Vice-Chairand Chie/Execulive Officerof theOotario Financing Authority. Tooy has held varioussenio( postS 
within the Ootarlopublic sefvice. Prior to joiningtheAu1homy. Tony was ExecutllleVlce-PresldeotoftheOrWario Transportation 
CapitalCc.-poratioo. 

John Caliendo, Chief Financial Officer or Hotline Communications Lid. As or June 1, 1999, John became Chief Financial 
omcerof Hodine Communications Lid. John has held anumber of seniorposts in the financial services sectorin Toronto, 
LondOnand NewYOfk. wc.-king for the investment firmsor Rlchardsoo Greeoshlelds. SalomonBrothers and McLeod Young 
Weir.John is also involved asChair/Dil'ectorforvariouslo<onto-area community and nonprofitassociations. Hejokled the 
Board o/ Direaors in September 1997. 

Bob Christie,. Deputy Minister, Ministry of T<aining,Colleges and Unl~ties. Prior10 assuming this position, Bob was 
Deputy MlnisIer, Ministry of Intergovernmental Affairs. He was Assistant Deputy Minister, Polley Coc.-dination in Cabinet 
Olficeand has held various seniorpositions with the MinistryofFinance. 

WinnieWong. Chartered AccClU'llMtancl Panner, wongand ChengChartered AocounlMS. Wilnle is achanered acaitrtant 
and also holdsaMaster ofBusJnessAdministratioodegreefrom Yotk University. W11nlehasworked fot intemallonal banks 
in trade financing, creditand markeling, foreign exchange and corpol'ate lending. 

•Steve D0<ey, former Asslstant~Minister and ChiefEconomiSI. Olf,ce of Economic Polley. Ministry ofFinance. Steve 
resigned his directorship upon leaving the Ontario Public Service in July 1999. 
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TheOnlario rmnc:ingAulh0tll)' employees encompassarangea protesslons, rrom economists. accOt.lll81'lSand f,nandal 
analysis. to inloonation systems and Web specialists.This divtlfse skin set Is indi<catlve oran ever-changing "knowtedge­
based" economy. To retain the °'gani?ation's abii~y to p<O'lide fltSl,rate and expen services to the governmenL OFA 
managementis C(l(nmitted to ensuring a good working and learning environrne111 lhat allows employees to grow and 
0OIJ'ish. 

In this regard the OFA encOIJ'ages 
career development. relationship 
building and leadership 1talnlng. 
Senior management supports and 
encOIJ'ages participation in courses 
related to the Chartered Financial 
Analyst (CFAIdesignation.accOtding 
designations. financial Industry 
cOIJ'ses,as wellaswoo:t,processing. 
sollware and Web design 
applications. 

inlel'naldepartmenlSat the Of A have 
been encouraged to facilitate 
luncheon workShops that p<ovide 
stall with an overview of their 
department's responsibilities. Topics 
covered In 1999-2000 were cash 
management, money market 
instruments,Ontario Savings Bonds and =put ersystems. OfAstaffbene0t from theseworl<shops by Ina-easing their 
knowledge of the OfA's operations.Staffare able to enhance their on•the•job pertormance by being able to work m()(e 
expeditiously based on their newknowledge of hOw the OFA operates. 

In the past year the OFA initiated anewJob rotation p<ogram. The aim of the program Is 10 encourage staff to obtaln 
experience in other amas o(the OFA. This wlD provideemployees wilh an opportunity to develop their expertise and ski ls 
as well as Increase their knowledge aboutthe 0tganization. 

In conjunction willltheMinistry o( Finance, the OFA hasengaged staffIn discussions regarding "The 1999Framewor1< f()( 
Action Repon: Building theOntarioPublicService for the Future: A learning Organlzatlon." Thep~ofthe discussions 
Is to emphasize the importanceof learning and to share successstOties that demons1rate the differentways individuals, 
teams and ministries leam. 

Finally. the OFAusesmutuallyagreed-upon penormance contracts lhatare customized f()( eadl employee. In addftion to 
opetatlonal Objec!ives. the ped(l(mancecootractsoutline the education, training andde-ie!Oprnenl plansto be carriedout 
by eadl staff member. 
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MANAGEMENT'S DISCUSSION 
AND ANALYSIS 

This sectloo ortheAnnual Rep0lt ptO'iides management'sdiscussion and analysisofthe pedonnance and priorities o/ 
the Ontario FinancingAulllOrlty. The analysis focuseson theOfA'sassessmento/ the bustness environment, 

accompHshments In1999-2000and priolilest0t 2000-2001. 

The Business Environment 

• 
Capital Markets Division 

• 
Risk Control Division 

• 
Corpaate Finance Division 

• 
Capital Mar1<ets Treasury Division 

• 
Province o/ Ontario Savings omoe 
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r11ancial Maltets inRe,riew 

Thewidespread evidenceofstrongergrowth and projections ofhigherinflation prompted centralbankSaround theglobe 
toshin monetary policyfrom thecrisis..nduced oocommodative positionsin the fal of 1998 to amoreneutraL and in some 
cases. slightly m0<erestrictivestance at theclose or1999. 

Bolh canadlan and U.S.Treasury bond yields increased from thebeginning of1999 to the end of1999 in anticipation of 
future higher Innation and Interest rates. The TO-year U.S. Treasurybond yield reached a high of 6.4-4 percent and the 
Government or Csnada TO-year bond yield rose to 6.34 percent In1999.The U.S.Federal Reseive raised its benchmark 
interest rate three times In1999, while theBani< ofCanada raised interestrates once, aiming to keepinflation within ils Tto 
3percent target range. 

The TO-yeari"easu,ybond yield rosefaster than the GovernmentofCanada TO-year bond, due to higherU.S. inflation and 
strongereconomic growth. In fact,10-yearbondspreadsagainst the U.S. tumed negativeearly In 1999, widening to <YVe< 
40 basis points ln"the nrsthalfof 1999.By theend ofthe yearthe gap had narrow-eel to 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. benerdling from higher oil pricesand stronger commodftles prices. 

Economic Review 

Withrobust domestic demand and strong exportsales. Ontario's real Gross Domestic Product(GOP) grew by 5.7percen1 
In 1999.Powerful economic growth is fuellingJob creation ata record pace. In 1999, arecord t96,000 net newjobs were 
created, following a rise of1n,ooo in 1998.With the economy growing so quiddy.consumers are driving retail sales 
higher, up7.3 per Cent in 1999. 

Exoelent progress has been madein resto.-lng On1arlo's financial health. The etimlnation ofthe deficitcombined with the 
Gollernment's debt-.-eduction program will lower the Province's future borrowing requiremen1s. 

Year 2000 Summa,y 

Signif,cantellO<tS-edecf,cated to ensu-ethat buslness 
adlvties would notbeir4em,pted by any Y2l< disruptions. 
These efforts resulted In nonnalbusiness operations for 
both the OFAand POSO. 

An Initial appraisal or Y2l< riskS IO!he OFA Indicated that 
the major risks would arise from key external service 
providers such as banks, fiscal agents and utility 
companies pro·viding communications and power. To 
assess allY2K rlSlts and Implement mltig;!tlon Strategies. 
a Task Force was established In ear1y 1998. The Task 
Force worked closely with the Ministry and Corporate 
Y2K ProjectOfficesand reported regularlyto the CEO and 
the OFA Board. Technology used by the OFA was 
examined, tested and upgraded where necessary. Staff

Y2K Projectleadership: Oeftto rtghO working groups were formed to determine andAndrus.Vahlra, caro10 Soith, Ingrid Vmc"'11 
Implement action plans to ensure all Internal systems 
were sound and to reduoe risks to cash Dows and 
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lnvesunen1s managed by !he OFA. The OFKs pubnc Web sile was used 10 inform Slakeholders aboul !he OFA's 
risk-reductionactivities and slalus. 

POSO's 1echnological inlrastruct..-ewas de!ennined 10 require extensive upgrading and !e51klg.POSO Slaffmanaged !heir 
Y21< project independenUy, while reporllng regula,:ty 10 !he OFA TaSk Force.POSO 51811compleled !heir upgrades in advance 
ol lhe deadline with no impacton cUSlomer setVice. The subSl8ntiveY2K upgradesIIJ"lherbenefrtted POSO by replacing ks 
aging iechno!ogies wilh modem. more powenul systems. 

As a resuit of !he extensive work carried out by Ille OFA and POSO Slaff, all aspects or !he business funclions olbOdl 
organizations continued to function normaly wllh no date-related incidents. 

Tecmology 

The rapid growlh in Internetusage is having a dramalic ellect on the businessenvironment for bolh the privaie and public 
sec1ors. The influence or the Internet is particularly importan1 to the Province since it represents a cost-effective way or 
doing business and Canadians are among !he most active Internet users in !heworld. The volume ol transactions being 
done over the Internet by !he relall market is growing exponentially. Conceivably. the next growlh phase wlD see the 
numberor business-to-business transaclions or ·e-commerce· transactions over !he lntemet increase. 

In this evolving environment. the Of A conslanlly mon~ors new techno!Ogicat<levelopmerrts todetermine hovvthey can be 
utiized 10 enhance the level ol service and reduce costs. 
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Responsibilities 

■ ExecutebOOowlng p<ogram and debt managementactivities. 
■ Manage legal requirements and securities commisslon liings. 
■ Manage relations with investors and the lnvestmenl community. 

1999-2000Accompishments 

In 1999-2000, funding requirements to financecashneeds,maturingdebt and 
debtbuybacks were $10.5 bll lon. The OFA financed this amoun1wth $8.2 billion 
In long-term pubBc borrowing, a su billion increase In short-term bo«owing, 
$0.9 blBion rrom the Canada Pension Plan and $0.3 billion rrom new deposits 
with POSO. Ofthe S9.1 bilion In long-term borrowing, $8.4 bil lon was borrowed 
rrom the Canadian dollar marketand $0.7 billionrrom theJapaneseyen market. 
canadlan dollar marketbonowlngincluded overS2.0billion raised rrom the fllh 
Issue or Ontario savings Bonds(OSB), several domestic issues and $247 milfion 
rrom aEuro-canadian dolarissue. 

The Of A was successful In the developmeni ol a Canadian Medium-Term Note 
program. The lssCJance p<ocess under the pro(1am was streamlined and the,elore more COSl-effeclive. The Province 
launched a total o/15 Issues consisting or 10 floating-rate issues and five f,xed,rate issues, raising neatly Sl bii lon. The 
rerulting savings rrom the rive f,xed-ratelssueslhalwere subjecttope,f=ncemeasurementwere S6.2mllion, compared 
to regular benctmarkissues. 

The 1999 Ontario Savings Bond campal~ was the largest campal~ to date, raising S2.05 blllion. 1he 1995 Serles 
bondholders wereoffered an opponunity to rolloverlheir exlstlng bond holdings Into lhe1999Seriesat a compelitlverate. 

The Of A also bo«owed S2.0 blBion in long-term financing on behattorthe Ontario ElectricityFinancial C°'P°'3tion (OEFC). 

FleJ<ible and C05t-effeclive8arrowing 

The Ofl(s flexible app'°ach to borrowing allows it to take advantage or 00S1-effective financing oppo,tunltles. This Is 
panlcularty importantduring periods of high m811<et volatilly. 

Timing ofDebtls·sues 

Through successful timing of debl issues in 1999-2000, lhe OFA saved the Province $64 milion. on a presentvalue basis 
versusthe benchmark. 

Finar.x:itg Sources 

Whie the Canadian market remained the primary source or financing ror the Province's long-te<m borrOWW1g, foreign 
marketswere accessedWhenthey p<ovided lower-<:OSI financing opportunities. An activeInvestor relationsprogram,with 
the incteased use or Internet technology, has helped 10 promote Ontario bonds and greauy facilitated inronnation 
dissemination 10 tilefinancial comm1.11ky. 
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New mullimedia 1oo1sorreropportunities 10provide inveslors whhflrl8ncial lnl()(mallonon the ProvinceIndiffering f()(malS. 
By offering a varietyofoplions. the Of A Is able 10 communicatewilh lnvesiors in amannerthatbestmeetstheir needS. For 
Instance. the OEfC Websitewascreated to provide l11Ve$10(Swhh information regarding 1ha1eotity's financing program 
and deb!managemeo1S1ra1egies. In addiion. fortheProvince's third-quarter finanoes. an audio-slidep-esentation reawring 
the OFA's Chief Executive Officer was created very cosl-effectlvely in-hOuse and posted on the OFA's Web site. These 
presentations are the firststeps in a broad exploration ofWeb1echnologles lhalcan beused in !hefuture10 enhance the 
Province's retalionshlps with investoo. 

Reducing ffle CostolBorrowilg 

The OFA has continued 10 build large. liquid beochmaits by buying back small. higher-yielding, less liquid issues at a 
discount and replacing them whh more cost-effective beochmark issues. 1heOf A has made exteosive use orswaps 10 
create fixed-rate long-tem, financing atconsiderable savings totradhional dOmesllc bOnd Issues. 

Anothercost-saving strategy has been toaccessthe Japanese yeo maitet. TheProvince wasable 10 borrow 10.year funds 
at an interest rate or below 2 per cent, 4.5 per cen1 lower than 1he comparable rate in the domestic market Foreign­
currency exposure is taken only wheo the beoefrts or lower foreign Interestrates are perceived to outweigh the risks or 
potential fuluc'e foreign-currencyappreciation. 

Finally, theOfA aS&llled the b<wrowingand debtmanagementprogramsofllle OEFCthus reducing b<wrowingcosts forthe 
overan Ontar[o credit. 

Riil< ManagementAdivlies 

The Of A uses financialopllonsand swaps IOmanage the Prowlce's e~eto 
Ouctualions In inlet'estrates and f()(ei~curreocyexchangerates. Risk exposures 
are monitored dally and audited annuaUy.Theoost-effectiveoessofborrowing, 
dell!management and Investment activities are measured daily against pre­
eslabfished beochmarkS. In 1999-2000. the OFA saved a total ol $68.6 millionon 
a preseotvalue basis vefSUS the indusltybenchmarl<s. 

AsofMarch 31,2000, the Province's 101a1 swap p0f1foliohad a notionalvalueor 
$80.6 blllon, whichconsisted of$38.5 bilfion In cross-curreocyswaps and $42.1 
bilHon in interest rate swaps. 

In order to mitigate ag;ilnst the financialriskS Inherent In alarge and diversified 
debtp0f1lolio, It Is imp<l'tanl to maintainprudent riSk management policiesand 
practices. The table below representsthe limits and strategies !he OFA employs 
10 ensure marl<et, credit and llqukility risks atemanaged in a sound and cost• 
e/fecllve manner. 

MictlaelMaooing 
Directllf, 

Risk Management 
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------------------------

------------------------

------------------------

Risk Slaws 

fo,elgn 
Exchange Risk 

-----------· 
Floating Rate-

----------N 
Debt Malllrity 
and 
1191inandng -

·----------· Credit Risk 

,.. ___________ 

liquidity Risi< 

Asper Ille Marl<etRisltPolic~ currel)C)' exposure 
on debt&;rincipal cannot exceed 5 per cent of 
fundocl bl and Trustu.-. 

----------------------~-The Province~ ftoatinginterestrateexposure (net 
of 1:.·id reseN~ wasimited to 20 rsr cerlof 
fun ocl Dell! a TrustUabiloies in 1 99-2000. 
Effective April l, 2000 a new measure, Interest 
RateRGsetting Riskreplaced the floating Rate 
Risk. The new measure limits interest rate 
resetting risk, arising from net floating rate 
exposureanddebl.mahlingY.fithin a12.moNh 
geriod, to no more than 25 percentofFunded 

obiandluslLiabilities. 

Termselection fornew borrowingwill be aimed 
fora smoodl marurity sdled!Ae to diversify the 
interest resetting nsk of refinancing clebt 
maturities. 

Ontario only enters into new transactions wilh 
counterpamesrated ' A minus" o, higher. 

liquidity risk is controlled through the 
manageme,~ ofkjud rl!SBM!lelleis, soon-term 
borrpwing programs and proa,ranged ines of 
credit 

Ne1 r°'~- n exchange exP!):Sllre was 1.4% of 
funded i!lll and TrustLialiimes as of March 31, 
2000and averaged 1.1 perc.,. lhrougllout the 
year. During Ille fiscal year, fo,eign exchange 
exposure waswithinapproved limits. 

~-----------------------· The percentage of net floating rate interest 
expowre (net or i9uid reserves) was 2.9 per 
cent CH funded Deli! and Trus1 Uabililies as of 
March 31, 2000.Duong the fiscal year, floating 
ilt£restrateexpo61Jt'ewas'l<mhinaw,-CM!Clif'Ms. 

~-----------------------· o..·~1999-2000, deb! refinancing amounted 
to $7. billion. In 2000-2001, mal!Jfilies are 
estimatedatS8.4 billion. 

~-----------------------· At year-end,80 p,,;centolIlleswapsCAJISlandfng 
werewithfinancial institutionswithaedilrating 
double "AA minus'o,higher. 

~ ------------- ,.._ ------- -· 
The •-•~levelof liquid reserves was $4.5 
bilion in19 -2000.The Provii.:e's Treasury Bill 
and US Commercial Pa~er pr~ rams have 
authorized firms of $9 bi • an $2.5 billion, 
respeclivety, The OfA can also draw on the 
Province'sUSSl.25 bilion lino or cr<d. 

Priorities for 2000-2001 

The Province's borrowing requirementsfoc 2000-2001 will total $9.6 billion, conslstlngor $8.4 billiofl In maturing deblS0.5 
billion in earlyredempuons and debt buybacks and so.7innet cash requi'ements. The majorityorborrowingwill lil<ely be 
done In the domestic market. An additional sOt.l'ce or domestic borrowing will be the Canada Pens.on Plan Investment 
Fund, which is expected to have sufficient funds available to refinance nearly all o/ thatentity's holdings o/maturing 
provincial debt. 

lntematlonal capital marketswill bemonitored and foceign markets will be accessedwhentotal financingCQSIS are !owe' 
than thooein theCanadian domest.: market. From time tolimespecial situations may arise thato/fertheProvince achance 
to secure long-term financing at a<lvantageous rates. An example Is the current invooed yield curve that may give the 
Province abias to.took at longer-term f,nancing. 

Asixth issue of OntarioSavings BondS will be Included In the 2000-2001 financing program. Due to thereduced financing 
needsofthe Province, a smaler campaign Is antlcipated. 

The Province, through the OFA, borrows on behalf o/ the OEFC. With maturing debt o/ $3.2 billion and a projected cash 
surplus or SO.7 b~ilorl in 2000-2001, total financing requirements are projected at $2.5 billion. The borrowing will be 
recouped when oodlcated revenues exceed detlt•servicing obligations, expected 10begin in 2002-2003. 

The OFA will continue to IOok at Web-based technologies such as video and audio presentations for investor relations 
activities, with lhe o~ectlve o/in~ting theSe fonnats intothe Province's investor relations program wherefeasible and 
cost-effective.In a.ddiUoo, theOfAwill takeadvantage oradvanced Internettedlnology to lowerf11anclng costs.One area 
thatis being purswed aggressively is an Internet Auctiofl facllity rocthe Province's ll'easl.JIY Bills. 
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Responsibilities 

■ Monitor and measure financial risks and performance associated with 
bOl'rowing, debtmanagementand invesllllentof liquid reseives. 

■ Devel<>priskmanagement policiesand monitor compriance. 
■ Forecast and analyze Public Debi Interest for !he Provincial budget and 

quarterly fiscalupdates. 
■ Assesscounterparty creditrisk and manage ratingagencyrelations. 
■ Provid!esystemsdevelopment and Informationtechnology support 

1999-2000 Accomplishments 

The division accomplished the goals set out for its core areas or responsibility; 
performance.and riskexposure meas,nmentand reporting. cre<it analysisand 
rating agency relationships and information systems. 

As partora oonllnuous elfort10 use more advanced quantitative measures: for 
risk and performance measurement, !he Value-at-Risk ("VaR') melhodoiogy was 
appfied to establish ariskbudget and aperformance target for theOfA's debt 
managemenaprogram. Theappiicallonwasdoneon a!rialbasis fa.-lhe second haf of theye.ar. The pu,poseof!he lrialwas 
10 enhanceOU'understanding of!he concep1 and 10raiseimplementation-related issues.This methodology Is now being 
applied 10 measure perfa.-mance and risksassociated withthe 2000-2001 Debt Managemeni Program. 

The VaR concep1 was also applied to public debt inlerest10 estimate "POI-at-Risk,· which quantified potential upward 
pressu-e on !he Province's public debt interest cost during !he fiscal yea,. Ongoing process-telated refinements 10 !he 
forecasting and tracking olPublic Debt lnlerest were continued. 

Specifications foraperformance reporting system, a subseto/!he risk,eportingsystems, weredeveloped. This included a 
methodology for !he streamlined meaSU"ementof !he performance of!he oorrowing and debtmanagementprograms. 
Cooespondir1g systems developmentwork wasalsoInitiated. 

To support lhe reducllon o/ the Province's bOl'rowlng COSIS, the OFA proactlvely communicated wilh !he credit rating 
agenciesal one improvements10 Ontario's fiscaland economic oullook. Clrulrlo Hydro's successful restrueturing wasafso 
reported 10 the credit rating agencies. The result was Ontario's credit rating Improved, receiving an upgrade to AA (low) 
from A(high) by DominionBond Rating Serviceand achange In outlook to stable from negative by Canadian Bond Rating 
Service. 

During 1999-.2000, an aggressive information teehnology (IT) development schedule was foHowed. Work on several 
treasury systems, the Integrated Treasury System (combining !he SeUleme'1l1and Blouer), the cash Managemen1 System 
and !he Accounting and Financial Reporting System was lnillated. 

Priorities for 2000-2001 

During 2000-2001. wilh the increasing reliance on Value-at-Risk, internaly developed VaR models will be rigorously 
tested and "1)!18ded 10 more accurately measure VaRforoptions. The OfAwil develop aframeworkforstresstestingand 
scenario analysis 10 complement !he tools olponfolioand strategy assessmenl and riskassessmen1 usingValue-at-Risk, 

Kanak Chopra 
Direaor, 

RiskControl Division 
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Performance-at-Risk,and POI-at-Riskmeasures. TheOfAstrives to ensure that relevant industry best p<aetlces relating to 
riskmanagementare followed. 

Communicationswlh creditrating agencies ensures thatthe Province'scredil rating isbased oncurrent information and 
there is an accurate interpretation or lhe Province's finances. Now that lhe Province has a balanced budget and Is 
committed to reducing Net Provincial Debi. strong arguments in supp(lfl orcredit rating improvemencs will continue to be 
ptt forward to lherating agencies. 

Workwilbe initiated to develop In-house expertise to assess risks relating to the Non,Utility Generation (NUGs) cooratts 
as wellas for esta:bllshing performance benchmarks for the management or NI.JoG contracts. 

Effoostoupgrade and standardizelhe risk pefformance measurement and reporting systems and processes to achieve 
eff,cieodes wm conllnue. Model risks wiD be managed by testing and documenting all lheOfA valuation and pricing 
models to ensure that they areup-to-datewith respect torecent developments in lhefinancial industry. 

Ot.ling 2000,200,,, ongoing improvemerts wil be made by lheOfAto its information technologysystems to fufil lhe core 
objectiveolproviding cost-elfeaivegOYernment financing and debtmanagement services. SlgnifiC8nl progessis expected 
on lheIntegrated Treasury System,Performance and RiskRepor1ing System, financial Reporting and Accounllng System 
and Cash Management System. In addition, there Is expected to be an increased use of Internet and e-commerce 
technologies.The OFA will ensure thalissues relating lO system security are addressed when Internet and e-commerce 
technologies are lmplemeflled. 
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Responsibilities 

■ AdviseOntario mlnislries on financialpolicy Issuessuchas altemative 
financing, public-private partnerships and asset management. 

■ Advise on p<ojecl and lnfrastruclurefinancing approaches. 
■ Advise on the financial imptications or potential privatizations. 
■ Develop f,nanclaloptlonsf°' Omalioagenciesand Crown~ations. 

1999-2000 Accomplishments 

The OFApatticlpated in a numbe(or government Initiatives. 

Advice was p,-ovlded on the financialresbueluring ol Ontario Hydro with the 
new successor companies commencing as new entities as or April 1. 1999. 
The OFA arso managed the financial aspects o/ the transllloo. Including 
Slart-up operations for the Ontario Efeclricily Financial Col'poratlon (OEFC). 

TheOFAassisted theCalhOllc School Boards~Associatlon(CSBSA) In de'leloplng the f1151pooled financinguansactlon 
for school bo.ards in Ontario. This transaction raised $200 millionon behalf or nine Ontario school boards in early 2000-
2001. 

The OFA advised on a numbe(or local sect°'r11anclng Issuesduring lhe year. In 1999, the Of A wasinvited by the Ontario 
Hospital Association (OHA) lopatticipate in its Hospital Capital Funding WOtking Group. Through Its participation in this 
forum theOf A has been exploring alternative financing approaches,such a·spooled borrowing. with the hoSpitalsector. 

W(l(kingwth the OfficeofPrivalizatlon. theAuthOO'ily p<ovided financial policyacMce and analys,s thathelped facilitatethe 
successful sale or the Highway 407 ExpcessToi Route.The Highway was SOid fOt $3.107 billion. The p<ivaUzalion inhiative 
recelved the gold award in project r,nancing from the Cenadlan Council fat Public Private Pannerships. 

In addilloo. assistance was given tothe Office or Privatization in conducting a numberor privatization reviews. 

Priorities for 2000-2001 

In 1999, the Province announced the creation o/ the Ontario SuperBllikl CO(poration. The agency wil suppoo the 
implementation or thegovemment's S20blUion SuperBllild Growth Fuoo lnllative. as well as hs privatization activities. The 
Of A wilassist the Ontario SuperBlllld Catporationin the fulfillmentolils manoctate, Including the idenlllcallon and delivery 
or mapInfrastructure p<ojectsand the review and potential privatization o/ Crown assets. 

In an erroo to achieve greater emclencies in broadef public sect°' financing. theOFA wm continue to assist this sector in 
consOlidatingItsmernbe(s' booowlngrequwernents. f()(example. the OFA 1Nillendeavour tobuild upon the success o/the 
Ontario School Boards Financing Col'poration, p<OViding assistance to school boards in achieving furtheremcieocies. The 
Of A w'il atsoWO(k with the hospital sect°' to encouragepoo4ed borrowing among Its membe(s. Discussions wll also be 
initiated whh universities and COiiegesto assesstheir interest In thepooled financing concep1. particula~yin the contextor 
the recenUy announced capital renewal p<ogram. Furthermate, the OFA will assess the benefts or a pooled financing 
vehicle for the municipalsector. 

William Ralph 
Director, 

Corporate r11ance Division 
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W01king with the ElectricityRestructuring Office o/ theMinistry orFinance. the Of A will continue10 provide ongoing advice 
and analysis in respect or the resuu<:turing or the electricity sec(()(. In paltlcular. an overal strategy and managemen1 
approach f(l( the OOC's Non-Utility Geoeratlon (NUG) OOnlJ'actswill be pt.fSUecl. 

The OFA will actvlse the Ontario Olympic Spans and Waterfront Development Agency on a strategy and approach r°' 
providing Provincial financial assurances in sopp°'t or f(l(Ollto's l>ld r01 the 2008 Olympic Game$. 

Anally.efficient financing oppoounities r°'various Provincial assets will l>e pursued. F°' inSlance. the reasiblMtyorao-oss­
border financing lorthe nineCl-415water,boml>ers will l>easst1$Secl and lunherceotrali?atlon o/f,nanclng ac:tlvities. such 
as a leasing pool. will l>e explored. 
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Responsibilities 

■ Lead government-wide initlatlV!l$ aimed at centtall?lng the Province's 
cash management and financial services activities. 

■ Makepaymoocs 10 deb!, securitiesand derivatives transactions. 
■ Pnwicle banking adviceregarding Consolidated Revenue fund revenues 

and disbutsemenlS. 
■ Managebanking and fiscal agency relations. 
■ Generate accounting. nnandal and management reporting. 
■ Advise on accountingIssues and their Implications. 

1999-2000 l½:ompfishments 

A numberorInitiativeswere implemented to Improvethe timing ofthePro'Ance·s 
cash flows, emhance financial services to Client groups and SltengthenInternal 
operations and coottols. 

CoshManagement 

The OfA,.a:essl~advocatedtheinclusion orprudentcashmanagementprinciples in theTrans/erPaymentA~bity 
Directiveol the ManagementBoard SecrelarlaL The cashmanagementsectionwOl'ked with Shared SE!vices Buteau (SSB) 
and Integrated Financial lnfotmation System OflS) project 10 provide guidaoce on the lnte!1ation orcashmanagement• 
related services. 

Thecash management section Implemented the r.-s1 phaseoran inte!1atecl cash-flow projectionsystem thatmoved the 
existing systemsto motemodernand Y2K-compliant technology. 

To promote cash management awareness and business-like practices in Omtarioministries, Of A Slaff presented several 
seminars on effective cashmanagement togovernment depanments. 

finally, the ca.sh management section finalized and completed theplanning, otganizing and assumpllon or the bank 
funding and cash.ilowprojections activities for the0£fC. 

Banking Sen,,i:;es 

Throughout 1999-2000.the OfA Wotked with theMlnisuy or finance. other ministries.Sen,lce Ontario. Ontario Business 
Conneccs ancl theElectronic Commerce Task fotce todesign and implementc:ost-effecllve revenuecollectlon and payment 
channels. In panlcular.oppottunlties were sough! rot new banking technologies. such as Internet-based products and 
electronic benefg cards. 

In this regard. the OfA has also beenparticipating with Management Board Secre1aria1 (MBS) in the development ora 
government policyforInternete-cor'M\€t'OO. The goal orthe OfA is 10 ensure lhe efficiencies ol thistechnology are realized 
assoon as possible. within Sltict security parameters. 

Management Board approved the extension or the existing contract lot debit and credit cardsto November 2000, to 
mitigate againstapote.-.ial Year 2000impacL In preparationfortendering thecredit and debitcard business In 2000-2001. 

Cmsline Moszyn,ki 
Director. 

Capital Markets Treasury 
llMsion 
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theOFAconduaed mari<et research to determine Sll'ategyoptions toensure the Provinceobcains the lowestlees possible 
in thematt<etp4ace. 

TheOFAsupported the Ministryo/Training, Collegesand Universilies in negotiations with banksand the federalgo,iooment 
towards a new fnancing agreement that wll support a harmonized student loan program. 

Finally, the Of A provided advice and established the bankklg servicesrequired by OEFC. 

Aa:ourtfug and Settlements 

The OFA assumed the responsibilities for the awiunting and settlement services ortheformer Ontario Hydro's debt and 
nnancial Instruments portfolio. Staffand supportsystemswere °'ganized and procedures we,-e Implemented 10 carryou1 
the OFA's newresponsibiitles. In addillon, theOf A is responsible f()(lhe f11ancialreporting and analysis for the OEFC. 

Steps were taken 10 maintain a high level of awareness with respect to accountingdevelopmenlS regarding debl, public 
debtinterestand otherfinancial instruments. 

Priorities for Z000-2001 

Cash Manogemenf 

The OFA wiD continue to promote cash management awareness and business-like practices across Ontarioministries. 
The cash management section will cootlnue to liaise with lhe Office of lhe Control!Er. Ministry of Finance and Shared 
Services BureaucfMBS 10 ensure thatcashmanagernenLand related services conoo.,eto be provided a/ler lherestructuring 
o/ financial adminlstratloo Iunctions In ministries. 

Divisloo staff will provide inpu1 into the Integrated Financial lnl«matlon System OFIS) project so lhat the Of A's cash 
management infO(mallon needsaresalislacL°'ily metby lhe new systemand during the transillon period. Finaly. thecash 
management section will undertake furtheri~ovements to cash-flow f()(ecasting for shorter- and looger-teon needs. 

Banld"9 S..mces 

The OFA wil continue tow()(k with Ministries, Shared SEMces Bureau.ServiceOntario, Ontario Business Connecisand the 
Electronic Commerce Task Forcein designing and lmplemenllng c0st-effective revenue collectloo and payment channels 
using newand existing banking services.Similatly, the OFAwillpromote theefficient use of electronicbenefllScards where 
possible. 

As lhe bankingindustry develOpS newse,v,ces based on ever-evolving technologies, the Of A will enlist lhe supportof the 
banks to ensure lhe new efficiencies and cost savings are realized by the government F«emOst among these new 
technologies is Internete-commerce, Whichhas unrealized potential in lhe de6weryorgovernment services. 

For example, !he OFA. working wilh the Minislly of finance and mapbanks. wiY introduce an elearonic tax mingservice 
In the summer o/ 2000. Once implemented. taxpayerswill be able to settle their taxes electronically, amore convenient 
method to remlnersand administratively more efftelent than any Olher revenue collectloo option. 

In 2000-2001. the-OFAwill tender for the Government's acceptance of credlt and debit card services and manage the 
implementation across the user ministries. l1le OFAwill also tender'°' setllemer11 and custodlal services supporting the 
OFF>;s bond and money market actiwles. 
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CapialMatkets Treasu,y Division wll prO\licle banking advice and operational suppott10!his yeat'S Onlario SavingsBonds 
ca~ign. 

The Of A wi l oontlnue IOsuppo11 lhe Minisuy ofTraining. Colleges and Universitiesinnego1ialions with !he banks and !he 
federal goyemmentregarding a harmonized student loan program. The 1arge1 dalefor anew financing arrangementis 
Augusl 1, 2001. 

Aa:a.mlingandSettlement 

Thedevelopmeo1and implemenialionof a new "lruegrated ll'easurySysiem· modules In 2000-2001 wll imp-ove processes, 
accuacy, timeliness, efficiency and Slaffsallsfaclion. Once lhe system Is o_peratlonal in 2000-01. savings estimated al 
$150,000anruallywill accrue IO lhe PrO\lince. Furtherimprovements to the inlegraiionolthe OOCdeblpoofolioadrriniSlrallon 
into !he OFAwill be soughtto add accuracy and elf,ciency. 

The OFAwilcontinue toSlay abreast ofaccounling developments and ensure that 1he Of A is In!he lore/rootwllh respec1 
10 ftnar,clal repor1ing for !heProvince and OEFC. 

Finally, a review of Industry best praaices regarding seulemenis and f,scal agency functions will be underl8ken and 
appropriate changes wilbe implemenled. 
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Responsibilities 

■ orrerchequing/savings accourts. short-tenndeposisand guaranteed 
Investmentcertificates to the pubfic. 

■ Plan and execute the Ontario Savings Bond Ca~algn. 

The mandate or Lhe Province or Ontario Savings Office (POSO) is to supply 
financing to the Province while providing financial services to the public. 
Currently. POSO provides deposit-taking services to the public through a 
netWOfl< or 23 b<anches and five agencies. There is cun-enuy $2.8 bilr.on In 
deposits, ranging from demand deposits paying daily intetest. to five-year 
guaranteed investmentcertificates. Oeposltsmade atPOSO olferdeposilOfs 
the samesectriy· as that provided to a holderofthe Province's bonds. 

1999•2000AccompflShmoots 

The 1999 Ontario Savings Bond campaign raised over $2 bilion and wasthe 
biggestprovincial!savings bond campaign in Canadian hist()()'. 

In 1999, POSO implemented some modest Improvements to its product line to Increase Its customer base and provide 
value to exlstingcustomers.Some orthese improvementsInclude theintroductionor a year-round cashable guaranteed 
Investmentcertlicate and improvements 10the banking system netwol'k. In addlllon.POSO IOOk the initial steps todevelop 
Its ownWeb ske that will allow clients electronic accessto POSO products. 

Priorities for 2000-2001 

POSO isa potential candidate forprivatization. but hasyetto be reviewed byOntario SuperBulld Corporation. ff adecision 
is made to priva~ze. POSO wll assist in implementing that decision with the best interests or its customers In mind. 
Developmentolnew produetsdesigned 10improve serviceto customerswm prooeecl in 2000-2001, subject 10 approvalby 
theOntario SuperBuild Corpot8tlon. Early in the new fiscalyear. POSO will launch its own Web site to provide customers 
and potentialcustomers withon-line Information and the abiiy to buy certain produets withoutvisiling a b<anch. 

David Brand 
Direcra, 

Proonce olOntario SavingsOffice 
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The OfA's main soorce of revenue continues to be derived from the operalloos or the Province of Ontario Savings Ollice 
(POSO).which accepis deposits from thegeneral pubfic. The Of A operates POSO as ageni ofthe Ministerof Rnance and 
POSO deposls are direct llabillties ofthe ConSOlidated RevenueFund. 

T018Ifunds oo deposit with POSO asor March 31,2000 wereS2.8 t>illlonrepresenllng an Increaseor $300 mil loo rrom the 
S2.5 billion reported as o/ March 31, 1999. The incsease was madeuplargely from higher loog-term GIC deposits ($145 
mllion). deposits by the Ontario Casino Corporation (S175 milfion) and the Ontario Clean Water Agency ($15 milion). 
Deposits by Ontario Realty Corporalloo decreaSed by $10 milion. 

The averageelfeCltiverateofInterest paid oo all POSO deposits lncseased to4.28 petcent in 1999-2000from 4.15per cent 
in 1998-1999. The incsease Is a reflectioo of the general rise In shon-term interest rates compared tolastyear. 

The OFA's net Income for theyear ended March 31. 2000 was $8.9 million. an increaseof $300,000overthe $8.6 million 
reported for the same period last year. The net incsease in interest eamed of $750,000 plus an increase in POSO 
miscellaneous rev.eoue or $200,000 wasoffset bydirect operaoog costs o/ $630,•000, largely due to additional Year 2000 
(Y2K) initiatives. 

sa1anes. wages and benefits for the OFA totalling $16.6 milloo representan increase o/$265,000 overlastyear, p<imarily 
due to a one-time unloo dues provision on behalfo/ certain POSO employees. 

Administrative and general expenses for the Of A increased by $370,000. mainly POSO. over last year as a result o/ 
additional Y2K Initiatives. 

Net capitalassets as ofMarth 31. 2000, were$2.0 milion representinga balance asof Marth 31, 1999o/ $2.4 mlllon plus 
purchases or $700,000 and less amonlzation o/ Sl,166,000. Purchases pertained mainly to computer wmstallon and 
technology infrastructure upgradesrequired for Y2Kand speclaized llnanclal applications. 

Retained earnings o/ S55.9 millon (since inception) represent n01ionalamounts. Annually. the Of A's rinanclal results are 
consolidated on a fine-by-line basis with thoseo/ theProvince. This accounting treatmentis in accordancewilh the Public 
SeaorAccOldlng Board(PSAB)o/theCanaciantnsliluteo/CharteredAccot.ltants(CICA).underwhidltheOfAiscoosidered 
aservice organlzatioo. 

As ag<n for the Province, the Of A made loansto public bodies,therepaymentorwhich is to befunded through third1)8lly 
revenues. These roans are reponed in NOie 510 the r11ancial statements. They include loans made to theMetrO Toronto 
Conventloo Centre for expansion o/ Its facilties. the Ontario Northland Transportation Commission for the acquisition o/ 
new lumbercars,·the Corporatloo o/the Cly o/Wlndsor forthe oonstruction ofthe WindsorJustlce facility. and Centennial 
Cen1teofScience.and Technology for the consuuction or OMNIMAX Theatre. 

The outstanding balance or these loans, including caphali2ed interest. as o/ March 31, 2000 was S215 mmion. This is a 
deaeaseo/ Sl.5 billioo from the s1.71 biliooreported a yearago due toasslgnmento/the Ontario ll'ansponationCapital 
Corporation (OTCC) loan to the Province. To facilitate the sale on May 5, 1999or the OTCC by the Province o/ Ontario. 
effective April 6, 1999the OfA assigned and trans/erred all or Its rights. title and,interest in debt owed to itby the OTCC, 
including long.term debl. promissory notesand accrued Interest. to theProvince. Indebtednessorthe Of A 10 theProvince 
o/Sl.5 billon including accrued interest was effectively discharged. 

The OfA continued to p<ovlde investment management services to the Northern Ontario Herflage Fund Corporation 
(NOHFC) and p<<>vlded investment management services to the Ontario Trilium foundation and Ontario Securities 
Commls:sion. As of Marth 31. 2000, the Of A managed Investments o/$194 mll lon. S58 millionand $15 mlllon respectively 
on their behaW (March 31, 1999 •$199 million on behalf o/ NOHFC only). 
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The OFA also administers the loans receivable and payable or the former Onlario Municipal lmprO\IOO\enl Corporation 
(0MIC).0MIC assetS ofS80 millionconsist ofdebentures receivable fromvarious municipalitiesand school boards. An 
equalamour,tofllallllilles are payable toCanada Pensioo Plan and theProvince. o..ing the1999-2000yearapproximaiely 
$316.000 or loans receivable from munlcipailies matured. The interest earned and paid annually on account of OMIC 
assets and liabilities amounts to $7.8 millon and is expected lo remain at this level until 2011, when CPP loans start 
malll'ing. 
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Responsibility for Financial Reporting 

The accompanying r.nandal statemenlS orlheOrlatloFinarmg Authoriyha'II!been~lnacoctdancewihaccot.r4lng 
principlesgene,ally-accepted In cana<1a and are the responsibllilyormanageme,-,L The preparalion off,nancialstatements 
necessarilyinvolve$ lheuse ores1ima1es based on managemenl'sjudgmen~parllculaf1y w~transactions affecting lhe 
cl.l'l'ent accounting period cannot be finar.zed with ceflainly until luwre period:s. The ronancial staiements have been 
properly prepared withinreasonable imltsormaterlali1yandIn light orInformation available up to June 19,2000. 

Management maintains a system or ln1ema1 con1rors designed 10 provide reasonable assu-ance that lheassets are 
safeguarded and ·1hatreliable 0nancial lnlormalion Is available on a timely basis. The ~emlneludes formal policies and 
procedures and an organlzalional s1ructure that provides !or appropriate delegation or aulhOrlty and segregalion ol 
responsiblitles. An in1ema1 audit !unction lndependenlly evaluates the effectl.eness ol these ,iternal con1ro1s on an 
ongoing basis and reports its findings to management and the Audit Committee ollheBoard ofDirectors. 

TheBoard ofDirectors. llvough theAudit Committee, Is responsible !orensuring lhat management1u1ms lls responsibilities 
for financial reporting and ln1emal conlrOls. The Audft Committee meets periodlcaly with management, the internal 
auditors and the external auditor to deal with Issues raised bY them and to review the llnandal statements before 
recommending approval bY theBoard olDirect= 

The nnanclal statements have been audited by the Provincial Auditor. The Provincial Auditor's responsibility Is to express 
an op,iion on wh<elher the llnandal statemen1s are fairly presented In accordance with generally accepted accounllng 
principles. TheAuditor's Report Which appears on lhe following page. outlines the scope ollhe Auditor's examination and 
opinion. 

On behalf ofManagement 

Tony Salemo 
Vice-Chaitand 
Chief Executl'lll Officer 
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Office of the Bureau du 
Provincial Auditor verificateur provincial 

of Ontario de !'Ontario 

Box 105, 15th Floor, 20 Dwidas Street Wes,, Toro»to, Ontario MSG 2C2 
13.P. 105, !Se eW:e. 20, rue Dundas ouest, Torooeo (Ontario) MSG 2C2 

(416) 327-2381 Fax: (416) 327-9862 

Auditor's Report 

To the Ontario FinancingAuthority 
and to tbe Minister ofFinance 

I have audited the balance sheet ofthe Ontario FinancingAuthority as at March 31, 2000 andthe statements 
ofnet ineomeand retained earnings and ofcash flows for the year then ended. These financial statements are 
the responsi'bilityoftheAuthority's management My responsibility i:stoexpress an opinion on these financial 
starementS based on my audit 

I eonducted myaudit in aceonlance with generally acceptedauditing standards. Those standards require that 
I plan and perf onn an audit to obtain reasonable assurance whether the financial SUl!ement~ are free ofmaierial 
misstak.'!llent An audit includes examinin~ on a k!st basis,evid,,,"llcesupportingtheamountsanddisclosures in 
the financial starements.An auditalso includes assessingthe aceountingprinciplesusedandsignificantestimates 
made by managemen~ as well asevaluating the overall financial staterneru presentation. 

In my opinion, these financial statements present fairly, in all material respects, the financial position ofthe 
Authority as at March 31, 2000and the results ofits operatio.ns and ·its cash flows for theyear then ended, in 
aceordance withgenerally aooep:ed aceounting principles. 

Toronto, Ontario Erik Peters, FCA 
June 19,2000 Provincial Auditor 
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(in lhoussndsofdollars) 

ASSDS 

Cunent assets 
Cash 
Receivable from the Provinceor Ontario (note 211 
Accountsreceivable 
Loans receivable (note 4) 

total cum,nt assets 

long-tenn assets 
Capital assets (note 3) 
Receivable from the Province ol Ontario (note 2ii) 
Loans receivable (note 4) 

Total Total 
Marth 31, Mard131, 

Corporate POSO 2000 -
$ 121 

314 
3,019 

326 
s 3,780 

22,613 
2,307,122 

37,615 

2,367,350 

22,734 
2,307,436 

40,634 
326 

2,371.130 

$ 

$ 

44,992 
1,890,744 

40,729 
316 

1.976,781 

1.447 

79,505 

575 
532,885 

2,022 
532,885 
79,505 

2,405 
624,602 
79,832 

Totalassets S84,732 2,900,810 2,985,542 $ 2,683,620 

LIABILmES AND RETAINED EARNNGS 

Cunent iabitities 
Accountspayable and accrued liabilities 
Fundson deposil (note 21) 
Due to the Province ofOntario (note 4) 

total CUl\rent fiabilties 

Long-tenn-
Fundson deposit (note 2iQ 
Due to CPP and theProvince ol Ontario (note 4) 

total 6abilties 

Retained earnings 

s 4,367 33,277 37,644 s 39,217 
2,279,288 2,279,288 1,892,681 

326 326 316 
s 4,693 2,312,565 2,317,258 $ l.932.214 

532,885 532,885 624,602 
79,515 79,515 79,841 

i 84,208 2,845,450 2,929.658 s 2.636.657 

524 55,360 55,884 46,963 

total 6abitities and retained earnings S84,732 2,900.810 2,985.542 $ 2,683,620 

seeaccompany,ngnotestohnanaalS111tements. 

Approved on behaWor lheBoard: 

Bryne Purchase Tony Salerno 
Chair Vice-Chairand Chief Executive Officer 
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Statement of Net Income and Retained Earnings 

(in lhou58ndsofdollars) Corporate POSO 

Tola) 
Marth31, 

2000 

Total 
March 31, 

1999 

REVENII 

Interest revenue 
Costrecovery from the Province 
Miscellaneous revenue 

Tola'I revenue 

$ 7,716 
10,392 

I ll!.100 

134,899 

1,540 
1:3l'i.4~9 

142.615 
10,392 
1,540 

i54.547 

s 

I 

126.940 
10,202 

1.334 
l~l!.47~ 

El(p[NDfTURfS 

Intereston short-1ermdeb1 
Interest on Ioog-1enndebt 
Salaries,-wages and benefilS 
Adminislratlveand general 
Amortlzatlon 

Tola! expenditures 

s 
7,711 

7.589 
1.986 

818 
I 1U.1c'.R 

81.824 
32,157 
9,031 
4,162 
348 

1~7.!22 

81.824 
39.868 
16.620 

6,148 
1,166 

145.626 

s 

i 

69,004 
37,764 
16.355 
5,778 

981 
i2§,Bn2 

Net incomefor the year s 4 8.917 8,921 s 8,594 

Re!ained earnings. begi'lning ofthe year 520 46,443 46.963 38,.369 

Relained earnings. end d theyear $ 524 55,360 55,884 s 46.963 

see accornpa,ry,ngnores rol111andaistarements. 
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Total lolal 
March3\ MBn:1131, 

(in 111-0usandSofdo//atSJ Co1Pu1ale POSO 2000 11199 

Cash nows from operating activities 

Net Income for lhe year $ 4 8.9117 8.921 $ 8.594 

AdjuSlments to reconcie net income to funds 
provided by operating aCllvllles: 

Amonlzation 818 348 1,166 981 

Net change in acoounts receivable. payable 
and aca-ued liabilllies (209) (l.269) (l,478) ~03) 

Cashnows fromoperatingaCllvllies $ 613 7.996 8,609 $ 9,472 

Cash nows from f,nancing activities 

Ina-easeIn proceeds from deposlors $ 294.890 294.890 $ 272,424 

Repayments to lheProvince re: OMIC loans (316) (316) (316) 

Repayments from holdersorOMIC IOans 317 317 315 

Cashnows from financing activiles $ 294,890 294.891 $ 272,423 

Cash flows fromillvesting activities 

Increase in POSO funds loaned 10 
theProvin<:e orOntario $ (324,975) (324,975) $ (259,461) 

Purchaseor capital asseis (609) (174) (783) ~.060) 

Cash nows used in investing activities $ (609) (325,149) (325,758) s (260,521) 

Netinaease(decrease) in cash $ 5 (22,263) (22,258) $ 21,374 

Cash at beginning ol theyear 116 44,876 44,992 23.618 

Ca,h at end of lhe year $ 121 22.613 22,734 $ 44,992 

Seeaccompanymg &ieslofmnaal siaiemenls. 
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I 

Notes to Financial Statements for the year ended March 31, 2000 

fa#tablesare In thousandsofdollars} 

BACKGROUND 

The Ontario filnanclng Authority (the •OfA1 was established as an agency of the Crown, oo Novembe( 15, 1993. by the 
capi/a/Investment PtanAct, 1993nhe ·Act"). In accordance with theAct, the OFA's objects are: 

to assist public bodies and theProvince orOntario to booowand invest money: 
to develop and carry out financing programs, Issue securfties.manage cash, currency and other nnancial riSl<s oo 
behalfoftheProvince.°' any publlcbody: 

• toprovide such other financial services as are considered adVantageous to the Province or any pubGc body: 
• to operaooomcesas provided under the Provinceof Ontario SavingsOfficeAct. asagentf(l(theMlniste,:orrriance; and 
• any additional objeclS as directed by the Lieutenant Governor in Counc0. 

The OFA is acorporation established under the laws or Ontario. The OFA is exempt lrom federal and provincial income 
taxes under para!P'aph 149(1)(d)orthe Income Tax ActolCanada. 

1. SIGNlflCANT ACCOUNTING POLICIES 

General: The linanclal stalemenls are prepared in accordancewllh generally accepted accoonting principles 
presaibed by the Canadian lnstituleolChartered Accountants. 

~ij Capital as,ets: Ca~Iassetsare statedatcost Amortizationis provided using thestra~~lne melhod overthe 
estimated useful lue of the assetas i sted below. Amortization is not taken in the year or acquisition. 

Fum~ure and equipment Sye~ 
CO(nputer hardware 3ye~ 
Leasehold Improvements remaining Illeof lease 

2. PROVINCE OF ONTARIO SAVINGS OFFICE 

The OfA,operates the Province ofOntario Savings omce (POSO) as agent ofthe Ministeror finance. POSO accepts 
depositsfrom the general public, government and other public bodies thatf(l(Mpa,toftheConsolidated Revenue Fund 
and are d~ect liabilities ol the Province. Administration costs lor the period ended March 31. 2000 of $1,062.670 
(March 31. 1999. $933.800) relating to POSO are provided by the Ministry olFinance and are not induded in these 
financial statements. Theaverage rateof Interest paid to depositors and earned from the Province I°'the-yearended 
March 31, 2000was 4.28 percent and 5.04 percent respectively (March 31, 1999.4.15 percent and 4.99 percent 
respectively). Thesedepositsarecomprised as follows: 

fl Receivable from the Province or Ontario and sllo<l-term lunds on depos~ 

March 31, 2000 March 31, 1999 

Sho,uemi deposits s 147,696 S 190.223 
Demand deposits 1.490.462 1,124.201 
GtCsmaturing within one year 641.130 578,257 

lolalshort-tenn funds on deposit 2,Z79,288 $ \892,681 
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Shon-term funds on dep,Minclude dep,Msmade by lhe OntarioCasino Corporation (OCC),Ontario Clean Water 
Agency{OCWA), Ontario Realty C<:wporation{ORC)and othergovernmentagenciesor about$555 milllofl (March 31, 
1999. S117 million). Funds held on oohalfolOCC or $410millionWl?(8transferred from a long~erm depost 10 a short• 
term demand account earning arate ol 4.90 per cent (March 31, 1999 •$236 million, Invested In long-term GICs. 
earning a variablerateor Interest from 4.33percent to 5.65 percent). Funds held on behalf olOCWA and ORC to«alling 
$114million earned avariable rateorinterestfrom 5.31 percent to 5.52 percent and prime less 2per cen1. respectively. 
as atMatch 31. 2000(March 31. 1999.$109 millioneatning avariable rate ol lrterest from 4.50percentto 5.50 per cent 
forboth accoantScombined). 

The to«alcu:rent 'Receivable from theProvince' or$2,307.436 (March 31, 1999. $1,890.744) Includes short-termfl.Wlds 
on deposit pl<Jswor1<ing capital, mainlyor POSO. 

60 Receivable rrom the Province or Ontario and long-tenn funds on deposit 

The long-term 'Receivable from the Province' represents deposits for which POSO has issued long-term GICs. 
TheSe deposits mature as follows: 

As at March 31, ZOOO As at March 31, 1999 

'$arended 
Mardi 31 

Principal 
Maturing 

Effective A-age 
Interest Rate (l',) 

Principal 
Maturi",J 

Effectiwe Average 
InterestRate (l',) 

2001 
2002 
2003 
2004 
2005 
lolal 

$ 

$ 

250,290 
135,447 
55,984 
91,164 

532,885 

5.71 
5.56 
5.35 
5.90 

$ 384.899 
120,839 
75,510 
43,354 

$ 624,602 

5.02 
5.82 
5.37 
5.22 

3. CAPITAL ASSES 

The balance olcapital assets, netor amorliu,tion, is as folows{amortization begins In theyear folowing acquisition): 

Accumulated Net Net 
Cost Amortiiation March 31, ZOOO March 31, 1999 

Furnkure and equipment $ 1,154 $ {1,020) $ 134 $ 314 
Computer hardware 4,737 {3,049) 1,688 1,846 
leaseholdImprovement 1,194 (994) 200 245 

$ 7,085 $ (5,063) $ 2,022 $ 2,405 

4. ONTARIO MUNICl'Al IMPROVEMENT CORPORAIION (OMICI 

In accordance with the CapHallnveslment Plan Act, 1993, lhe Ontario MLl'llclpal Improvement Corporation (OMIC) 
ceased to existand ils assetsand liabltities were transferred to theOfAon lltovernber 15.1993. OMIC received loans 
from theCanada PensionPian {CPfll and lheProvince, which OMIC used to make loans to munlcipaliliesand school 
boards under similarterms as ltsdebL 
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Asof Ma.rch 31. 2000. lhe pof1ion of long.term deb!maturing in 2()()1).2001 is $326.000 (March 31. 1999 •$316,000 
matt.ling In 1999,2000)and is due10 lhe Province. Long,term deb! (ma'tuting inlheyearended March 31,2002 and 
[ult.re) is ,composed of debt due tolhe Province of$494,000and to lhe Canada Pension Plan of$79 mi lion (March 31, 
1999 •$820.000 and $79 mi lionrespectively,malUf'ing in year ended March 31, 2001 and future). The terms o(1he 
OUISlandlng debt are as folows: 

As at March 31, 2000 As at March 31, 1999 

Year ended Principal fflectlYeAverage Principal fflectlYeA-age 
M,w:ch31 Mali.mg Interest Rate (%1 Mali.mg Interest Rate (%1 

2000 $ $ 316 13.39 
2001 326 13.58 326 13.58 
2002 354 13.59 354 13.59 
2003 64 11.55 64 11.55 
2004 54 11.55 54 11.55 
2005 6 11.25 
1. 5years s 804 $ 1,114 
6 . 20years 79.037 9.61 79,043 9.61 
Total s 79,841 s 80,157 

s. TRANSACTIONSWITH THE PROVINCE ANO OTHER PUBLIC BODIES 

fl Flna.u:ing activities between the Province and other Public Bodles: Aeling as a rnanclal oondu~ for lhe 
Province, IlleOFA provides noancingtovarious publlcbOdies. therepayment ofwhich Is expeaed from lhlrd,pally 
revenues. The funds for lhese loans are advanced10 lhe Of A by 1he Provinceundera etedi facility o($2.16 bmion. 
Repayments received from public bodit!$ by lhe Of A are fo,warded to 1he Province. These transactions are not 
refle,cted In lhese noancial statements. 

In compliance wilh an Ontario financing Aulhorily Lending Policy adopted by its Board or Directors on 
December 17, 1997. each advance recelved by 1he orAunderIlle current faculty bears interest at a rate lhat is 
equivalent to 1he rate or interest payable to 1he Of A on 1he corresponding loan to a pubGc body(!<!$). As or 
MaKh 31, 2000.$215 mlllion (Mardi 31, 1999. $1.71 bilion). including accrued inler<l$L was advanced by1he 
Prov,nce to lheOf A and mustberepaid by the Of A on or before August 31,2027. 

Fundsare generally advanced byIlle Of A to public bodies under Interim financingarrangements, consisting ofa 
number of promissoty no(<!$ for terms not exceeding one year. lnter<l$l is payable on the principal plus any 
capitalized interest. As or March 31, 2000. these interest rate$ ranged from 4.98 per cent to 5.48 per cent 
(March31. 1999 from 4.75 percent lo 5.65 percent). ltislheOFA'sinlenlion toreplacelhese promlsso,y not<l$wih 
termdebt. atYAilch pointrepa~entterms wfll be finaliied. 

Prior to Mardi 31. 2000. the fOllowlng has been oonvelled Into debenture$: Ontario NoMland Transportation 
Commission • $3.9 mUGon at 5.64 per cent maturing April 1. 2008, $12.7 mil6on at 6.37 per cent malaing 
August 1, 2014 and$19 milionatS.6perce111ma1Uf'ingOecemberl, 2014. 
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The followingrepresents amounts receivable by the OFA on behal ol lhe Province. Includingcapitalized lnteresi. 
netofr,nanclng costs. These ate related party iransactlons, with lhe exception of LllOse with lhe C~y of WlndSO(. 

March 31, 2000 March 31, 1999 
Ortarlo Transponatlon Capital Corpoonlon. Hwy407 $ $ 1,524,642 
Metro Toro1110 ConventionCentre 156.583 151.360 
C(l(J)Ol'ation oflhe City ofWindsor 23.450 19.923 
Ortarlo Northland Transportation Commission 34.717 17,725 
Centemlal Cenll'e ofScience and Technok>gy 607 

$ 215,.357 $ 
600 

\l14,Z50 

The Onlariolranspcru,tionCapllal Corporallon (OTCC) wascreatedas a Oown agencyof lhe Provinceestablished 
by !heCaphallnvestmentPlanACI. 1993. In 1999.lhe OTCC was contlnued as a share cap/Lal corporation under 
lhe Onl8rlo8umessCorporationsAct.v.flollyowned by lhe Pr0Ylnce. and renamed "407 ETR Concession Company 
Umlled" which wassold 10a private consortiumon May 5. 1999. 

Tofacllaatethesale.effective April 6, 1999lhe Ontario Financing AWlority assigned and iransferred al ofks rights, 
title and interest Indebt owed 10 l by lhe OTCC, Including long-term debt promissory no1es and accrued lnteresi. 
to !he Province. The PrOYince agreed 10 accept such assignment as payment In fuU of lhe corresponding 
Indebtedness of lhe OFA 10 !heProvince. The Province alSo confirmed !hat lhe Indebtedness or !he OFA 10 !he 
Province of Sl.524,642.000 Including accrued Interestwasdischarged. 

The MetroToront0Con-,eroonCentreCorporallon (MTCC)is aCrown agen:y of!he Provinceunderthe Metropolllan 
Toronto Convention Cenll'e Corporation Ac!. The majorky of directors on the MTCC board Is appointed by !he 
UeutenalllGovemor in Council. 

The Corporation of !he City of WindsorIs a municipality wllh11 lhe meaning of !he MunicipalAct. The financing 
provided' IS for lhe acquisition,d~gn and consm.JCtlon of !he Windsor Justice Faclllty, consisting ofprovlnclaf 
divisionCOt.l1hOuse and cay police headquarters. 

The Ontario Northland Transportation Commission (ONTC) is aCrown a,gency of !he Province under !he Ontario 
Northlan·d Transpo(tation CommissionAct, 1990. Members of theCommission ate appointed by !heUeutena111 
Governor in Counci. 

The Centennial CenireofScience and Technology is a Crown agency of!heProvince under!he Centennial Cenlte 
ofScience and TechnologyAcl tts Board or Trustees is appointed by lhe· Ueutena111 Govern()( In Councu. 

(ii) Investing for Related Parties: In !he normal COU™! of operations, !he OFAprovides lnves1men1manageme111 
services toolherpublic bOdies.Funds managed on behalf of other public bOdies ('Mllch are notrefleaed in these 
financial:statemen!S} as orMarch 31, 2000.consistof S194 millionheld o,i behaWof!he Northern Ontario Herllage 
Fund Cor,poratlon (March 31, 1999.$199 million). $58 millionheld on behaff ofOmarloTrilNum Foundation (March 
31, 1999 - NIIJ and $15 million held on behaf of 0111ario Securities Commission (March 31, 1999. NII). The OFA 
also managesdebton behalorlhe Provinceand was reimbursed $10.4 million for!heyearended March 31. 2000 
for lhese activities (March 31, 1999. $10.2 milMon). 

\iii) Prov~ of Ontario Savings Offn:e: 0the(related parties havedepooiled lhei' funds on a long. and short-term 
basis. Total amountsdeposited as atMarch :n. 2000 were $555 million (March 31. 1999 •$389 million). 
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6. PENSION PlAN 

The OFA provi<les peosion benents for its emplOyees lhrough participation in the Public Service Pension Plan. The 
OFP/s pension conttibutions forlhe period ended Mateh 31, 2000were$875.000 (March 31, 1999-$817,000). 

7. ANANCIAI. INSTRUMENTS 

The carrying amounts for cash. accountsreceivable. receivable from lheProvince ol Ontario,accounts payable and 
accrued llabiilles and shorl-te,m fundson deposil approximate lheirfair valuesbecauseollhe short-1ennmall.rly ol 
these lnsttuments. 

Given lha1 the cetmsand amounts ollhe OFA's long-te,mreceivables offset lheOFA's long-lerm deb!. providing fair 
values for lhese lnsllUllle1llS would notadd anymoreusefll lnloonallon 10lhatwhichhasalready been p<esented In 
these nnancial siacernents. 

8. SALARIES (absolutedollarsl 

Provincial LeglSlatll'erequires disck>su-e olOnl8rio public-sector employees pai<l an amual remuneration in excess 
ol$100,000. Theamounts paid In199910individuals listed below,whoareidentified wilhanasterisk("), include salary 
and pedormance-based pay. 

Remmeration Taxable 
Name Position Paid Benefits 
Charles Alain Manager •Risk Management $ 141.486' $ 345 
Kanak Chopra Di'eccor . Risk Conttol $ 167.288" $ 411 
James Devine Manager . flXed Income & Medium•Tenn Notes $ 132,705" $ 326 
Andrew Hainsworlh Manager •Fl.lldlng $ 133.600" $ 326 
Douglas Harrington Manager. Risk ControlOperations s 125,150" $ 307 
Michael Manning Director •Risk Management s 187,344" $ 453 
GadlMaynan Execullve Director. Capial Markets $ 193,409" $ 469 
Christine Moszynski Director •Capllal Markets Treasury s 106.460 $ 281 
Davk!Peiters Manager •Foreign Exchange $ 132,511" $ 326 
Wi liam Ralph O.reclOC. CorporaceFinance $ 108,186 $ 281 
Tony Salemo ADM · Office ol Tteasu-y/CEO • Vice Cha~. OFA s 2.33,692" $ 568 
Corey Simpson LegalCounsel $ 116,250 $ 330 
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Corporate Governance 

• 
Corporate Policies 
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CO<J)OO!te governance at the Ontario Financing Authority Involves p<ocesses that permit the effective supervision and 
management o/ the OFA's activities by senl°' o/ficials, the Board o/Direct(l(S :and the Minister o/ Finance. ~porate 
governancealsoincludesidenlilying those indMduals and ~oupswho are respon:sillef(l(the Of A'sactlvities and specifying 
their roles. 

TheOntarioFinancing Authority's accountablity framew°'k nows rr= Its gcwemiog statute. the CapRallnveSlmen/Plan 
Act 1993and from aMemo<andumorUnderstandingbetween theOf A and the MiniSleto/Finance.Together, they provide 
!hatthe MiniSleto/Finance is accouttable to Cabinetf(l(the activillesorthe OFA. The Chief EJ<ecullve Officer repOflS tothe 
Boardo/ Dlrect(l(S. In tum, the Board repons to the Ministero/ Finance. 

The Minister ofFinance supervisesthe OFA withthe aid o/ in/(l(mationreported through theChairoflheBoardorOirect(l(S, 
who Is also lheDeputy Minister o/Finance and through senl°' managemer,1 o/t11e OFA. The Minister orFinance reviews. 
approves and reoommends 10the Management Board of Csbinelthe annual COfp0rate Plan. whieh contains long, and 
shotl,term objectives and repollS on acc=poshments '°' lhep<ececliog year. 

The ChiefExecutive omoer (CEO) lsresponsible to theBoard o/ Direct01s '°'day-to-day operations.The CEO also e.1sures 
that policies and procedures. including financialrepo'1ing. remain relevantand,effective.Staffare accountable, through 
senior managemeni. tolhe CEO. 
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The C8phalInvestmentPlanAct, 1993 sets outabroad rramE!WO(k ror theOntario Financing Authority's operations. This is 
supplemented by a memo<andum ofunderstanding with the Mlnisuyorrinance and inlemalpoiclesoo riskmanagement 
Including financialreporting. 

In canylng out 115 mandate. theOntarioFinancing Authority races financial risks that are Inherent inmanaging financial 
asselS and iabililles. Risk management policies ensure that the financial risks that the Province races are Identified, 
monkored, evaluated, reponed and managed. The OFA manages financial risk through acomprehensive frameworkor 
debtmanagement rnrrastruCILl'e.policies andprocedures. 

Oven,iew and Structure 

Board of Directors 

• Reviews :and approves key risk management policies related to cap~al market acllvilles. 
• Supervises themanagementortheProvlnce'S debtand inveSllllent p011folio. 

Audit Committee: 
Oversees the financial reporting process oo behalf or theBoard of Directors. 
Reviews keyrisk management policies. internal audit reporlSand the fnanclal s1aIemen1S. 

Management Committees 

Ri>k ManagementComlliltee Borrowing Strategy Committee 
• Reviews dally marketupdaies and oullook. Reviews ecooomlc coodltlons. foscal plan and capital 
• Reviews cooent borrovvfng. lnveslingand debt markets oullool<. 

manageroent positions and strategies. • Reviews borrovvlng and debt managementacllvities 
and managementrepons.cashnows and thepublk: 
debtfnlerest forecast. 
Reviews operaliooal timllS and procedures related to 
financial operallons. 

• Approves exceptions 10 approved riskmanagement 
policies. 

• Approves-risk management policies ror 
recommendatioo to the Board or Direaors. 

Risk Control Division 

Monitors and measuresfnancialrisksand performance associatedw«llborrowfng. debtmanageme1tand lrwestment 
of liquid ,eserves. 

• DeVEIOpS:risl<management policies and monlorscompliancewilhthe Boatd-apprOVed pollcles. llm1tsand prooedures, 
and monitots ponfolio performance and trends. 

• AssessesCOU11lerparty cre<frt risk and manages rating agency relallons. 
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Risk ManagementPolicy f ramewoflt 

The Ontario Financing Authority has a number of policies in place to mn lmiz,e nnancial risk: marltet risk. ctedlt risk. 
operational risk and risks related to lhe use of derivatives.These policies were developed after reviewing the Group ol 
Thirty's btl$l practices, the guidelines and d.-ectlves of regulatory bodies. such as lhe Office ol the Superintendent o/ 
Financial !nslilutioosolCanada and consultingwith Canadian bank representatives on their risk management practices. 
KeyaspeCIS o/ the policiesare summarized below. 

A. MarketRisk 

This poncy provides a framework for borrowing and debt management activities and integrates several aspects 
dealing with the managemento/marketrisk. 

Fcweign Currency Exchange llmk • The Province's exposure to unhedged foreign-currency is limited to 5per 
cent olFunded Oebt and Trust Uablllties. Fore,gn-currency exchange exposures are llm'ted to Group ol Seven 
currencies and theSwiss franc or lheequivalentcurrencies (i.e.. Euro). 

• Floating Rate limit. The Province~ netfloating irXerestrateexposure is ~miled 10 20percent orOUISlandlng deb\. 
net o/ tlq,uld reserves. Effective April 1. 2000 a new measure. lnteres'I Rate Resetting Risk. wUI replace the 
Floating-Rate limit. Thenewmeasureollloating.(ateexposurewasbroadened toinctudef,xed-ratedebtmaturing 
within a 12-month period 10 more accurately reflect total interest rate·reseung risl<. The new measure limits 
Interest rate resetllng risl< lO no more than 25 per cent olFunded Debtand Trust Liabiliies. net o/ liquid reserves. 

• Public Debt Interest and Debt Management loss Uinits • Actual Public Oebt Interest (PDQ must not exceed 
budgeted annual PDI bymorethan three percent as aresu1toradverselloatlng rate irterestor foreign exehange 
moveme,nts (PDt loss limi0. In addillon, lheCEOestablishes adeb! managementtrigger level to ensure thatlosses 
will notreach thePDI loss limh. The triggerlevel is included in the annual borrowngand risl< management plan. 

• Liquidity Risk•Liquid reservesaremaintained atlevels sufficie.-.1 10 ensure theGove,,•,IMlcanmeet itsshort-term 
nnancialobligations. Syndicated lines orcredit, liea:sll)'Bill and USCommercialPaper programs are alsoavailable 
lOprovide liquidity should the need arise. 

Debt Maturity Profile •When issuing new debt. the OFA wll aim fora smooth debt ma1utily pron1e 10 diversify the 
interest rate risl< olrennancing maturing and floating ratedebt. 

Risk Measurement •TheProvince identliesand quantifies exposuresto market risk In itsanooal borrowing and 
debt management plans to ensure thatrisl<exposuresand losses remainwithinthe approvedexposureand loss 
limhs. Ex.posureto made~ ctedlt and liquidityrisk is measured dally. 

B. Credit Risk 

Credit risl< arises when the OfA Invests ls r.quid reserves and when it carries out debt management activities 10 
mitigaterisks associated with new borrowing and Funded Debiand Trust Llabilties. To lower ctedltrisk. the Province 
timils itself 10 undertaking ttansactlonsfflll lhe federaland ptovincialgovemnenisand non-9(>vernmentcounterpatles 
wllh highcreclltquality.The minimumcredl rating ora non~tCOU111ter-party for long-term transactions is A­
and fo, liquid reseive investments is R-1 (mid). 
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C. Opetational Rislt 

The Onlario Financing Aulhorily managesoperalionalrisk by following operating procedures thatdealwith mode/risk, 
legal lsswes, settlementIssues and infOl'mation sysiemsrisks. 

Model Risk • The OFA regular1y reviews its pricing modelsfOI' accuracy and compliancewith industry standards. 
It also regularly reviewsthe valuatlonoffinancial instrume'11S. 

Legal Issues • The OFA has established procedures and standardsloensurethatdocumentatlonor debtissues, 
debt management and money matt<et1ransactions meets industry standards and is enlOl'ceabie. 

Settlement Issues •The OFAhas established internalcoruol procedures to ensurethat1ransactions are se11ied 
correctly in atimely mannerand are recorded accurately. 

lnl0111T1alion SystemsRisk . The OFA has takenmeasuresto protectthe computer systemsand offices ofthe OFA 
by supervising the compulingenvironment. establishing back-up power SO<Xces. regular data back-ops.off-site 
stOl'age, fire wals to protect against unauthoriled intruders. and scanning fOI' computer viruses. Security is 
reviewed periodically. 

D. Use of Derivatives 

Delivatlves are used solely to advance theOfA's objectivedproviding the i?fovinoe'sfinancing and liquidlyrequ.-ements 
In a sound and cost,e/fective manner. Derivativesare used to manageexposures arising from existing and planned 
debt and In a manner consistentwith the bOrrowlng and debl management plans. RlSks that arise from theuse or 
derhlatlves are identif.ed. monitOl'ed, evaluated and managed prudently. 

FinancialReponlng 

The OntarioFinancing AuthOl'ily's Board ofllirec!Ol's receives quarterlyprogressreportson financing and debt management 
plans and cul'l'entriskexposures. Also. the management provides the Board of D~ectors with amonthly assessmentor 
penormance relative to benehmatt<s approved by the Board. 

The DirectOI' ofRiskControlreports tothe Board d DirectOl'Sonthe OFA:s compliancewith applicable financial policies. The 
Deputy Ministerd Finance. on behaffofthe Minister of r11ance. recehlesweekly financial and financing program repons. 

The adequacy and elfectlveness or lniernal controls are examined independently by the Audit Services Division or 
Management Board Se<retariat. Italso verifiescompliancewith policies.procedures and operational limits. Theresultsor 
theseauditsare repor!ed to management and theAudit Committeeof the Board or Clt'ectors. 

TheOFA prepares annual financial statements In accOl'dancewith Generally Accepted Accounting Principles (GAAP) for 
approval by Lhe Audit Committee and the Board of DirectOl's. The financial statements are reviewed by the Provincial 
AuditOI' whO expresses an opinion on whethet they are presented fairly and In accordance with GAAP. The Provincial 
Auditor'sflldings arereviewed by the AuditCommilleeand the Board ofDitt!c!Ol'S. Theseauci1ecl f,nancial staiemenis are 
tabled In the Ontario legislat..-eas part ofthe Ontario financingAuthority's AnnualReport. 
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Summary olNet Provincial Debi 

• 
OeblMatl.Uity Schedule 

• 
Credit Ratings 

• 
Exchanges Where the Province is LiSled 

• 
Sources olln/om,atlon 
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NET PROVINCIAL 0£BT 
Interim 2000" 

As at March 31 1996 1997 1998 1999 
lnlerim 

2000 
Plan 
2001 

1111 ons 

Liabilties for Prowincial Pwposes 

Funded Debi and Trust liabilities"' 101.396 101.511 105,474 109,174 119.302 120.023 
Olher liabilillesl• 18,858 19,954 20,748 17,713 17,353 15,832 

120.254 121.465 126.222 126.887 136,655 135.855 

Financial AssetS"' (18,390) (12,696) (13,487) (12,150) (22,572) (21,772) 

Net Provincial Debi"' 101.864 108,769 112.735 114,737 114.083 114,083 

Notes: 

(1) Preparedon tl>e basisolmodified accrual and consolidated accounting. 

(2) Effective Marcil 31, 2000, Provincial P\JrposeDebiwas replaced byFt.llded Debt and TruslLiabili1ies.Funded dab!is composed ol 
all dell<i11S1rume111Ssuchas boodsand POSO liallii1ies. Trustialliilies include cenain, pension funds(suchastho provincialjwges 
pension fund) andspecialpurpose accounts, which areundertheProvi'lce'sadministration. 

(3) att,o, Ualliilies inckldeAccoins Payallie andAccruedlia- and Pensions. 

(4) financial Assetsco~Cashand Tempora,ytrwestments, Accounts RecewablearodlrwestmentinGov,,mment Enterprises. 

(5) NetProvincialDebt represents theow,rallfinancial posi1ionoltheProvince, based onPublicSectorAccounting Beard (PSAB)accrual 
andconsolidation accounting.Nill Pro....:ial Debtis defined astho tolal iabililieskl5s1hefinancialassetsof111•Province.l is found 
in the P\JbicAccountsofOrtario,FinancialStatemoois. Statementoffinancial Positio11. for moreinformation on NetProvincial Debi 
(AcaJmulatad Derd).pleasesee 1998-1999 P\JblicAccounts olOntario, r11ancialStatements. 
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ONTARIO'S DEBT MATURITY SCHEDIJU 
Interim 2000"(SmllHons) 

Ontario 

Debi Incurred for Provincial Purposes 
Electriclty 
Fonancial 

TolalDebt 
Incurred for 

Corporation Promcial 
Year Ending Pubidy Hekl Non-Putllic: f()£fC) Purposes and 
March 31 Debtf1J Debt Tola! Pu - forOEJC 

2000 117 117 117 
2001 9,867"' 1,393 11,260 3,945 15,205 
2002 6,353 1,519 7,872 500 8,372 
2003 9,235 2,375 11,610 11,610 
2004 4,978 2,518 7.496 350 7,846 
2005 6,705 2,224 8,929 2,000 10,929 

2000-05 37,255 10,029 47,284 6,795 54,079 
2006-10 20,005 10,794 30,799 2,248 33,047 
2011-15 303 7,439 7,742 500 8,242 
2016-20 3 1,342 1,345 1,345 
2021-25 4,501 125 4,626 4,626 
2026-49 14,342 6 14,348 104 14,452 

76,409 29,735 106,144 9,647 ns,791 

0) Prepared oo the basisolmodifJOd aa:rual andconsoidatioo acxountiig. 
(2) All balancesare expressed il canadian dolars. Thebalancesabovareflectthe effectofrecated defivativecontraclS emeredinlo 

bythe Pr0"inee. 
(3) This debt is of!Stll by bonds orOntario Electricity Flnancial Corporation (OEFC) bearing ike tl!fms and condioons to the Ontario 

obligatiol16. P\Jrsuanttothe OntarioE/eaicilyAct, 1998, OEFCwas aslablisl1edasa C<lfltinuationor OntarioHydro onApril 1, 1999. 
(4) Includes $3,002 million in TreasuryBillsancl$396million in U.S.Commercial Paper. 
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Acredit rating Is a current assessment ol the creda worthiness of abooower with respect to a specined obllgalloo. it 
indicates the capacity and wilingness ofaborrower to pay interest and principal in a timely manner. 

Long-tenn Ratings 

Long-tenn ratingsare assigned a leuergraderanging from investmentgrade. to speculative grade. to highlyspeculative 
ordefault. Ratings within each category may include a·+·or·." (ora high or low) to Indicate the relativestrength of the 
rating Within lhatcategory.The ct.rl'ent toog-tenn ratingsof the Province ol Ontario are as IOl/owS: 

Standard &Poor's Corporation(New York) AA· 

Moody's Investors Sefvice (New Yori<) Aa3 

Canadian Bond Rating Service (Toronto) AA 

Dominion Boi:1d Rating Service (Toronto) AA (low), Positive Oullook 

Short-termRatings 

Short-tenn ratings are lordebl mallriles oflesslhanone year. Ratingsaregraded inlo several categories, ranging from the 
highest-quality obligations to delaulL The CLrl'enl short-term ratings of the Province ofOntario are as fOllows: 

Standard&Poor~Corporatlon(NewYork) A•l+ 

Moody's Investor Service (New York) P-1 

Canadian Bond Ratings Service (Toronto) 

Dominion Bomd Rating Service (Toronto) R-1 (mid) 
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Exchanges Where the Province is Listed 

The Luxemburg Stod< Exchange 
The LondOnStockExchange 
The Stock Exchange of Hong Kong 
The Stock ExchangeorSingapore 
The Franklun:stoo< Exchange 
The Paris Bourse 
The Stoel< Exchange ofZurich 
The Amsterdam Stock Exdlange 

O ntari o Fln&nclng Authority 4 9 



Internet: www.ofina.on.ca 
Providesinfonnation on Ontario's deb~ debt issues and retail products end 

contains publications fr-0m IlleOntario Financing Authority and 
Ontario Ministry ofFinance. 

Publications 

Ontario Budget 
• Paper D: Ontario"s Financing Plan: Culling Ontario's Debi provideS a discussionor lhe Province's botrowlng and debt 

management activities rorthe riscaIyear ended and reviews theoutlook ror the riscalye8' ahead. 

Ontario Economic OUtlook and roscal Review fall Statement) 
The OT118rfo fi:onomk OullOokandFiscalReviewprovides a semi-annual update onIlleProvince's economicoulloOk. 
f1SC81 and financing plan. 

Ontario Financing Authority Bulletins and Fact Sheets 
• OFA Bu/lel.insand Fact Sheetsprovide quanei1y updaiesof Ontario's Finances and Government lniliaOves orinterest to 

lhe f1r1anclal community. 

Fonn18-k 
The Province's annual repon to the U.S. Secriesand Exchange Commission. 

Ontario f",nancing Authority Amual Report 
• TheAnnual Reportpro.ides lnlonnatlonon past achievementsand curentol:!jeclives oftheOn1atioFinanclng Aulhorily. 

C-Ontact Addresses and Numbers 

Enquiriesregarding lhe 2000AnnualRepcnshould be directed to: 
Investor Relations. Capi18I Markets Division 
Telephone: 416-325-0918 
Email: inveslor®ofina.on.ca 

Enquiries regarding docum-llonorregulato,y fi6ng inCormationshould bedirected to: 
Documen1allon. capaa1 Markets Division 
Telephone: 416-325-8142 
Email: lsmith@ofina.on.ca 

For addillonal copies of this annual repon.please contact: 
OntarioFinancing Autholity 
1Dundas Street Wesl Sule1400 
Toronto. Ontario. Canada M7A1Y7 
Telephone: 416-325-8000 

Special /hanks toDavidBidnerforphoto services. 
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