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In this document, unless otherwise specified or the context otherwise requires, all dollar amounts are
expressed in Canadian dollars. All foreign currency conversions are reported at statement date exchange
rates, unless otherwise specified. The noon exchange rate between the U.S. dollar and the Canadian dollar
published by the Bank of Canada on December 21, 2011 was approximately $1.00 = U.S.$0.9722. See
“4. Public Debt — (4) Selected Debt Statistics — The Canadian Dollar.”

In this document, statistics for the economy of the Province of Ontario (“Ontario” or the “Province”) are
set forth on a calendar year basis at market prices, except as otherwise indicated. Economic statistics for
recent years frequently are estimates or preliminary figures which are subject to adjustment. Financial
statistics for the Province are set forth on a fiscal year basis (from April 1 to March 31 of the succeeding
year), unless otherwise noted.

In this document, unless otherwise specified, references to average growth rates refer to the average
annual compound rate of growth. This is computed by expressing the amount of growth during the period as
a constant annual rate of growth compounded annually. The computational procedure used is the geometric
average of the annual rates from the first to the last year’s observation of the variables.




This document appears as an exhibit to the Province’s Annual Report to the U.S. Securities and
Exchange Commission (the “Commission”) on Form 18-K for the fiscal year ended March 31, 2011.
Additional information with respect to the Province is available in such Annual Report and in amendments
thereto. Such Annual Report, exhibits and amendments are available to the public on the Internet on the
SEC’s web site located at http://www.sec.gov and can be read and copied at the public reference facilities
maintained by the Commission at 100 F Street, N.E., Room 1580, Washington, D.C. 20549. Please call the
SEC at 1-800-SEC-0330 for more information about the public reference room and the applicable copy
charges. Copies of such documents may also be obtained without charge from the Province of Ontario,
Ontario Financing Authority, Capital Markets Division, One Dundas Street West, 14th Floor, Toronto, Ontario
M5G 173, telephone (416) 325-8053.




PROVINCE OF ONTARIO SUMMARY INFORMATION

The following information is a summary only and is qualified in its entirety by the detailed information
elsewhere in this document. Unless otherwise indicated, all dollar amounts are expressed in Canadian
dollars.

Year ended December 31,
2006 2007 2008 2009 2010
(in millions unless otherwise indicated)

Economy(")
Gross Domestic Product at Market Prices . . .. ... $560,576 $583,946 $587,055 $581,635 $612,494
Personal Income ........................... $442,736 $466,051 $479,217 $480,061 $500,048
Consumer Price Index (annual change) .. ....... 1.8% 1.8% 2.3% 0.4% 2.5%
Unemployment (average annualrate) .......... 6.3% 6.4% 6.5% 9.0% 8.7%
Current
Outlook
2007-08 2008-09 2009-10 2010-11 2011-12@
(in millions)

Government Finances
Revenue ......... .. .. . i $103,579 $ 96,933 $ 95,793 $106,658 $108,275
Expense ....... .. ... ..

Programs .......... ... .. .. . .. 94,065 94,776 106,336 111,189 113,971

InterestonDebt .......... ... .. .. ... 8,914 8,566 8,719 9,480 10,097
Total Expense ......... .. ... i, 102,979 103,342 115,055 120,669 124,068
Surplus/(Deficit) Before Reserve .............. $ 600 $ (6,409) $(19,262) $(14,011) $(15,794)
Reserve ............iiiii $ — 3 — 3 — 3 — $ (200)
Surplus/(Deficit) . ....... ... $ 600 $ (6,409) $(19,262) $(14,011) $(15,994)
NetDebt® . ... ... . . 156,616 169,585 193,589 214,511 238,368
Accumulated Deficit® ............. ... ... ..., $105,617 $113,238 $130,957 $144,573 $160,567

As at March 31,
2008 2009 2010 2011
(in millions)

Public Sector Debt
Net Debt®) ... .. $156,616 $169,585 $193,589 $214,511
Obligations Guaranteed ........... ... ... ... ... .. ...... 963 721 734 631
Other Public SectorDebt ........... ... ... .. ... ....... 13,539 13,516 12,969 13,217
Total ... $171,118 $183,822 $207,292 $228,359

Sources: Ontario Ministry of Finance and Statistics Canada.

(1) See “2. Economy — (2) Recent Economic Developments” for the most recently available economic
indicators.

(2) Fiscal forecast as presented in the 2011 Ontario Economic Outlook and Fiscal Review.

(3) Net Debt is calculated as the difference between liabilities and financial assets. Starting in 2009-10, Net
Debt includes the net debt of hospitals, school boards and colleges (BPS) as a result of change in the
method of consolidation. For comparative purposes, Net Debt has been restated from 2005-6 to 2008-9
to conform with this revised presentation. The annual change in Net Debt is equal to the surplus/deficit
of the Province plus the change in tangible capital assets, and effective April 1, 2007, the change in the
fair value of the Ontario Nuclear Funds.

(4) Accumulated Deficit is calculated as the difference between liabilities and total assets, including tangible
capital assets. The annual change in Accumulated Deficit is equal to the surplus/deficit plus, effective
April 1, 2007, the change in the fair value of the Ontario Nuclear Funds. The change in the Accumulated
Deficit in 2009-10 included an adjustment to school boards minor capital assets.
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1. OVERVIEW

Area and Population

The Province of Ontario covers an area of approximately 1,076,395 square kilometres (415,598 square
miles), about 10.8% of Canada, and is about 11.0% as large as the United States. The estimated population
of Ontario on July 1, 2011 was 13.4 million, or 38.8% of Canada’s population of 34.5 million. Since 1992, the
populations of Ontario and Canada have increased at average annual rates of 1.2% and 1.0%, respectively.
Although it constitutes only 12% of the area of the Province, southern Ontario contains approximately 93.9%
of its population (as of July 1, 2010). The population of the Greater Toronto Area, the largest metropolitan
area in Canada, was estimated to be 6.2 million on July 1, 2010.

Government

Canada is a federation with a parliamentary system of government. Constitutional responsibilities are
divided between the federal government, the 10 provinces and the 3 territories.

The Premier of the Province of Ontario (the “Premier”) is traditionally the leader of the political party with
the greatest number of members elected to the Legislative Assembly. The Cabinet through the Lieutenant
Governor, who represents the Crown, formally exercises executive power. Cabinet ministers are usually
nominated from among members of the Premier's party. The Legislative Assembly consists of 107 seats,
each representing a specified territorial division of the Province, and is elected for a four-year term. A
dissolution of the Legislative Assembly prior to the end of the four-year term may be requested by the
Premier at the Premier’s own volition or if the government loses the confidence of the Legislative Assembly
by being defeated on an important vote.

The last Provincial election was held on October 6, 2011. The Ontario Liberal Party won 53 seats in the
Legislative Assembly, the Progressive Conservative Party of Ontario won 37 seats and the New Democratic
Party of Ontario won 17 seats. The current government of the Province is formed by the Ontario Liberal
Party.

Economic Setting

Gross Domestic Product (“GDP”) at current market prices in 2010 was $612,494 million, representing
37.7% of the Canadian GDP. Personal income per capita in 2010 was $37,803, 0.8% above the national
average.

An indication of the Province’s importance in several areas of Canadian economic activity is illustrated
below.

ONTARIO’S SHARE OF CANADIAN Economic AcTiviTy, 2009-2010

Total Ontario’s Total Ontario’s

Canadian Share of Canadian Share of

Economic Canadian Economic Canadian
Activity Total Activity Total
(in millions) (%) (in millions) (%)

2009 2009 2010 2010
Gross Domestic Product .................. $1,528,985 38.0 $1,624,608 37.7
Business Investment ..................... 268,864 31.9 291,161 31.7
Exports ....... ... ... ... 439,527 64.6 478,132 63.7
Consumption . ........ ... ... .. .. 898,215 38.9 940,620 391
Personallncome ......................... 1,228,702 39.1 1,279,922 39.1

Sources: Statistics Canada and Ontario Ministry of Finance.

The Provincial economy displays many of the characteristics of a mature economy, including substantial
secondary and service sectors. In broad terms, the primary sector is composed of agriculture, mining and
forestry, while manufacturing, utilities and construction form the secondary sector. The remaining categories,
such as transportation, communication, wholesale and retail trade and business and public service, make up
the service sector. Ontario shows a stronger concentration in manufacturing than both the United States and
the whole of Canada.



PERCENTAGE DiISTRIBUTION OF REAL GRoss DomMEsTIC PRobucT BY INDUSTRY, 2009-2010

(at 2002 Prices)

Canada United States("

2010 2009 2010

(%) (%) (%)
284 196 197
6.8 3.1 3.1
128 114 1138
71.6 804 803

Ontario

2009 2010 2009

(%) (%) (%)
Goods@ 236 243 279
Of which: Primary . ........ ... .. .. . 1.6 1.5 6.7
Manufacturing . ........ . 147 151 125
SerVICES . 764 757 721
Total . 100.0 100.0 100.0

100.0 100.0 100.0

Sources: Statistics Canada and the United States Bureau of Economic Analysis.

(1) United States real Gross Domestic Product by industry is reported in 2005 prices.

(2) Consists of primary, utilities, construction and manufacturing industries.

Foreign Relations

The Province has no direct diplomatic relations with foreign countries, but has developed a high degree

of international activity in order to facilitate investment in Ontario.



2. ECONOMY

(1) Major Economic Indicators
Overview

Ontario’s GDP at current market prices in 2010 was $612,494 million. GDP in constant 2002 dollars
(“Real GDP”) was $527,813 million in 2010, an increase of 3.0% from 2009. The five-year average annual
growth rate of real GDP from 2006 to 2010 was 0.7%. Real GDP in 2010 increased at a quarterly rate of
0.5% in the third quarter and 0.9% in the fourth quarter. This followed increases of 1.2% and 0.6% in the first
and second quarters of 2010 respectively.

Ontario’s economy expanded by 3.0% in 2010, following a decline of 3.2% in 2009. Consumer spending
grew by 3.6% while housing construction increased 8.3%. Business investment in machinery and equipment
jumped 15.2%. Real non-residential construction investment declined 1.6%, following an 11.4% drop in
2009. Exports increased by 7.5% in 2010, following a 12.6% decline in 2009.

The following table provides a summary of major economic indicators for Ontario from 2006 to 2010.
For the most recently available economic indicators, see “2. Economy — (2) Recent Economic
Developments”.

MaJoRr Econowmic INDICATORS

Average
Annual
Rate of
Year ended December 31, Growth
2006 2007 2008 2009 2010 2006-2010
(in millions unless otherwise indicated) (%)
Personal Expenditure on
Consumer Goods and
Services . ... ... $ 318,286 $ 334,445 $ 348,104 $ 349,599 $ 368,017 3.9
Government Expenditure on
Goods and Services ........ 120,401 127,429 137,335 149,137 160,250 7.4
Business Gross Fixed Capital
Formation ................ 90,783 93,767 95,516 85,771 92,307 1.6
Exports of Goods and
Services . ... ... 332,830 335,354 326,321 283,901 304,424 (1.6)
Imports of Goods and
Services . ... ... 305,892 313,352 324,658 284,569 315,318 1.2
Adjustment for Inventory
Changes ................. 3,852 6,773 4,691 (2,056) 2,795 —
Statistical Discrepancy and
Other Transactions ......... 317 (471) (251) (149) 19 —
Gross Domestic Product at
Market Prices ............. 560,576 583,946 587,055 581,635 612,494 2.7
Gross Domestic Product in
Constant 2002 Prices . . . .. .. 522,998 533,233 529,828 512,685 527,813 0.7
Gross Domestic Product Price
Deflator (Index) ............ 107.2 109.5 110.8 113.4 116.0 2.0
Personal Income (Ontario) .. .. 442,736 466,051 479,217 480,061 500,048 3.6
Personal Income (Canada) .... 1,106,832 1,174,683 1,228,362 1,228,702 1,279,922 4.3
Personal Income per Capita
(July Population):
Ontario (indollars) ........... 34,957 36,430 37,049 36,722 37,803 2.5
Canada (indollars) ........... 33,977 35,672 36,867 36,428 37,506 3.2
Population (as of July 1, in
thousands):
Ontario .................... 12,665 12,793 12,934 13,073 13,228 1.1
Canada .................... 32,576 32,930 33,319 33,730 34,126 1.1
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Year ended December 31, Average
2006 2007 2008 2009 2010 2006-2010

Consumer Price Index (annual Change):

Ontario . ... 1.8% 1.8% 23% 04% 2.5% 1.7%
Canada ........ .. 20% 22% 23% 03% 1.8% 1.7%
Unemployment (average annual Rate):

Ontario . ... 6.3% 6.4% 6.5% 9.0% 87% 7.4%
Canada ........ .. 6.3% 6.0% 6.1% 83% 8.0% 6.9%

Source: Ontario Ministry of Finance and Statistics Canada.
Totals may not add due to rounding.
(1) The latest available population estimates are for July 1, 2010.

Personal Expenditure

In 2010, personal expenditure on consumer goods and services, the largest component of GDP,
increased 5.3% over 2009. From 2006 through 2010, personal expenditure increased at an average annual
rate of 3.9%.

Government Expenditure

Expenditure by the federal, provincial and municipal governments in Ontario (excluding transfer
payments and subsidies) comprised 26.2% of provincial output in 2010.(M From 2006 through 2010,
government expenditure increased at an average annual rate of 7.4%.

Capital Expenditure

In 2010, total capital expenditure was $116,397 million, or 19.0% of GDP, up 10.6% from
$105,245 million in 2009. The major sources of total capital expenditure were housing (30.6%), trade,
finance and information and cultural industries (20.9%), institutional services and government departments
(21.1%), manufacturing (5.7%), transportation, warehousing and utilities (12.9%), primary and construction
industries (4.3%) and professional, scientific and technical services (1.3%). From 2006 through 2010, total
capital expenditure increased at an average annual rate of 3.1%.

Business gross fixed capital formation in 2010 was $92,307 million. This accounted for 79.3% of total
capital expenditure and 15.1% of GDP at current market prices.

Exports and Imports

In 2010, Ontario’s exports of goods and services totaled $304,424 million, the equivalent of 49.7% of
Ontario’s nominal GDP, of which 63.3% were international exports and 36.7% were interprovincial exports.
By comparison, Ontario international exports represented 40.3% of Canada’s total exports. Ontario’s imports
of goods and services totalled $315,318 million in 2010, resulting in a negative overall trade balance of
$10,894 million.

Ontario’s international goods exports include: motor vehicles and parts, which accounted for 34.7% of
the total value of international merchandise exports in 2010; industrial materials such as steel, chemicals,
plastics and rubber, which accounted for 28.9%; capital equipment such as machinery, electrical and
electronic goods, and scientific and professional equipment, which accounted for 20.8%; agricultural,
forestry, energy and mining-related products, which accounted for 9.5%; and consumer goods such as
furniture, drugs and clothing, which accounted for 5.1%.

Ontario’s leading interprovincial exports include financial, insurance and real estate services,
professional, scientific and related services, wholesale trade, transportation and storage services, fruit,
vegetables and other food products, chemicals and pharmaceuticals, meat, fish and dairy products, and
motor vehicles, other transportation equipment and parts.

(1) The National Income and Expenditure Accounts as produced by Statistics Canada defines government expenditure to exclude
transfer payments and subsidies.



Under the Free Trade Agreement (“FTA”), which came into force on January 1, 1989, tariffs between
the United States and Canada were phased out entirely on January 1, 1999. The North American Free
Trade Agreement (“NAFTA”) between Canada, Mexico and the United States, which came into effect on
January 1, 1994, liberalizes trade with Mexico and improves on many of the provisions of the FTA. A
bilateral free-trade agreement between Canada and Chile came into force on July 5, 1997. Canada-Chile
agreement, which provides for the liberalization of trade and investment between the two countries, was
negotiated to serve as an interim step to bridge Chile’s accession to NAFTA. In addition, a new World Trade
Organization Agreement (“WTQO”) (formerly the General Agreement on Trade and Tariffs) was implemented
on January 1, 1995. It has resulted in a 40% reduction in average tariffs worldwide and makes major
advances in rules governing trade in agriculture, services and intellectual property.

(2) Recent Economic Developments

Real output in the Ontario economy declined 0.3% (-1.3% annualized) in the second quarter of 2011,
measured in chained 2002 dollars, after a 0.8% increase in the first quarter. In current dollars, nominal GDP
rose by 0.1% in the second quarter, to reach an annualized level of $634,478 billion.

Final domestic demand increased by 0.6% (2.4% annualized) in real terms in the second quarter of
2011.

Over the first ten months of 2011, Ontario employment is up by 128,400 jobs or 1.9%, compared to the
same period in 2010. The unemployment rate was 8.1% in October 2011.

In October 2011, the Ontario Consumer Price Index (“CPI”) increased 2.7% from a year earlier.

Ontario Economic Outlook: 2011 to 2014

The 2011 Ontario Economic Outlook and Fiscal Review, released on November 23, 2011, presented
the forecast for the Ontario economy for 2011 to 2014. A weak U.S. economy, European sovereign debt
concerns, higher oil prices and disruptions from the Japanese tsunami crisis have all combined to slow
Ontario’s economic growth during 2011. As a result of these global economic challenges, the Ontario
economy is expected to grow at a more modest pace than previously forecast. For planning purposes, the
Ministry of Finance is assuming real GDP growth of 1.8% in 2011, 1.8% in 2012, 2.5% in 2013 and 2.6% in
2014. These projections, finalized on November 8, 2011, were more conservative than the average private-
sector forecast at that time. Ontario’s nominal GDP is expected to increase by 4.0% in 2011, 3.7% in 2012,
4.4% in 2013 and 4.5% in 2014.

Inflation is expected to remain subdued over the forecast horizon. Ontario’s CPI inflation rate is
projected to be 3.2% in 2011 and 2.0% per year over the 2012 to 2014 period.

External factors have a significant bearing on the performance of the Ontario economy and deviations
from their projected path can impact the Province’s economic growth. The forecast in the 2071 Ontario
Economic Outlook and Fiscal Review is based on reasonable, external forecasts regarding key exogenous
factors for the Ontario economy, particularly U.S. economic growth, the exchange rate, interest rates and oil
prices.

The strength and composition of the U.S. economy are key determinants of the pace of growth in
Ontario. The U.S. economy is Ontario’s largest export market. At the time of the 2071 Ontario Economic
Outlook and Fiscal Review, economists projected U.S. real GDP to grow by 1.8% in 2011, 2.1% in 2012,
2.8% in 2013 and 2.9% in 2014.

The exchange rate is forecast to average 101.1 cents US in 2011, 100.1 cents US in 2012 and 101.4
cents US in both 2013, and 2014. The Canadian three-month Treasury bill rate is projected to average 0.9%
in 2011, 1.1% in 2012, 1.8% in 2013 and 2.9% in 2014. Ten-year Government of Canada bond yields are
forecast to average of 2.8% in 2011, 2.5% in 2012, 3.3% in 2013 and 4.1% in 2014. These interest rate
assumptions were in line with private-sector forecasts at the time of the 2077 Ontario Economic Outlook and
Fiscal Review. For planning purposes, the outlook for crude oil prices is based on the average price of
futures contracts on the New York Mercantile Exchange. WTI crude oil prices are projected to average $93.6
US per barrel in 2011, $89.7 US in 2012, $89.5 US in 2013 and $89.2 US in 2014.
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(3) Structure of the Economy
Secondary Industries

Manufacturing. Ontario is Canada’s leading manufacturing province. In 2010, Ontario’s manufacturing
volume of output (measured in Chained 2002 dollars) totaled about $73 billion, or 46% of the national total.
The contribution of manufacturing output to Ontario’s total GDP (measured in Chained 2002 dollars) was
15%.

MANUFACTURING REAL GRoss DomEsTIC PRODUCT
(Chained 2002 dollars)

Year ended December 31,

2006 2007 2008 2009 2010
(in millions)
Food ... . $ 8231 $ 8,198 $ 8,308 $ 8,549 $ 8,421
Beverage and Tobacco Products ................... 2,612 1,979 1,691 1,709 1,727
Textile and Textile ProductMills . ................... 736 631 534 382 454
Clothing .. ... e 604 517 380 315 341
Leather and Allied Products ....................... 54 58 45 40 51
WoodProducts . .......... ... 2,419 2,161 1,873 1,502 1,577
Paper. ... 3,367 3,209 2,954 2,608 2,685
Printing and Related Support Activities .............. 3,164 3,103 2,814 2,398 2,245
Petroleum and Coal Products ...................... 1,285 1,352 1,245 1,131 1,218
Chemical ......... .. . 7,187 6,804 6,502 6,283 6,197
Plastic and Rubber Products . ...................... 5,534 5,319 4,375 3,473 3,868
Non-Metallic Mineral Products ..................... 2,762 2,648 2,582 2,018 2,433
Primary Metal and Fabricated Metal Products . ........ 12,854 12,180 11,135 7,806 8,990
Machinery . ... 6,206 6,270 5,962 4,823 5,262
Computer and Electronic Products . ................. 4,451 4,349 4,227 4,013 4,142
Electrical Equipment, Appliance and Components ... .. 1,689 1,634 1,718 1,453 1,449
Transportation Equipment . ........ ... ... .. ...... 26,775 25,929 20,958 15,489 18,031
Motor Vehicle .......... ... .. .. . . ... 14,087 13,585 10,384 6,684 8,633
Motor VehicleParts . ........ ... .. ... ... ... ...... 8,995 8,487 6,496 4,623 5,440
Furniture and Related Products .................... 2,426 2,274 2,077 1,720 1,813
Miscellaneous .. ........... ... .. . . ... ... 1,857 1,838 1,774 1,696 1,538
Manufacturing Total® . ........................... $93,624 $89,668 $81,722 $68,916 $73,424

Source: Statistics Canada, Provincial Economic Accounts.
(1) Totals may not add due to rounding and chained GDP data.

Transportation equipment is Ontario’s largest manufacturing industry measured by output. In 2010,
output in this sector totalled $18.0 billion, or approximately 25% of total Ontario manufacturing output. In
2010, Ontario accounted for about 90% of Canadian-manufactured motor vehicles, parts and accessories
GDP, and 17.0% of North America’s motor vehicle assembly. Ontario’s international trade deficit in
automotive products was $5.8 billion in 2010. Capital investment in Ontario’s transportation equipment
industry totaled $1.5 billion in 2010 and capital investment intentions for 2011, according to Statistics
Canada data, are $1.2 billion.

In 2010, 60.8% of the value of Canada’s computer, electronic and electrical product and components
manufacturing sectors was produced in Ontario. A number of firms with worldwide reputations in the design,
manufacture and distribution of high technology products are based in the Province. Ontario manufacturers
as a whole conducted an estimated $4.1 billion worth of industrial research and development in 2008, and
accounted for 56.5% of total Canadian manufacturing industrial research and development.

Construction. Ontario’s capital spending on construction includes buildings, roads and other facilities.
Construction spending intentions, according to the latest survey from Statistics Canada, indicate an
expected rise of 1.6% in 2011 to $69.2 billion. Business construction is expected to rise 17.3 percent, while
government and institutions’ expenditures are expected to fall by 8.2%. In 2011, capital spending intentions
on housing construction constitutes the largest share, representing 47.6% of the total.
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ONTARIO CONSTRUCTION CAPITAL EXPENDITURE

Year ended December 31,

2006 2007 2008 2009 2010 20110
(in millions)
Housing ....... ..o, $30,231 $31,152 $32,740 $29,204 $33,446 $32,970
Business ........ ... 15,609 17,541 18,264 17,055 17,205 20,178
Government and Institutions .............. 10,882 11,714 12,002 13,122 17,497 16,060
Total ... $56,721 $60,406 $63,005 $59,381 $68,147 $69,209
(1) Source: Private and Public Investment in Canada, Intentions 2011 Statistics Canada; (2011 values are
forecasts).
Primary Industries

Agriculture. Ontario has a large and highly diversified agricultural sector. Agricultural activity can be
found in most areas of the Province, but production is concentrated in southwestern Ontario, which is
located at roughly the same latitude as Northern California and has a climate moderated by the Great Lakes.
Provincial agricultural production, based on farm cash receipts (less direct payments), was valued at
$10 billion in 2010, or 24.3% of the Canadian total. Of this, total livestock and livestock products receipts
were $4.7 billion, and crop receipts were $5.3 billion.

AGRICULTURAL PrRODUCTION

Year ended December 31,

2006 2007 2008 2009 2010
(in millions)
Agricultural Production® . ... ... ... ... .. ... $8,285 $8,823 $9,454 $9,418 $10,030

Source: Statistics Canada.
(1) Farm total cash receipts; excluding direct payments.

Mining. Ontario’s value of mineral production was $7,692 million in 2010. Ontario accounted for 18.6%
of Canadian mineral production in 2010, excluding oil and gas. The Province’s most important minerals in
terms of 2010 value of production were: gold, $2,029 million; copper, $1,147 million; nickel, $1,143 million;
stone, $594 million; sand and gravel, $556 million; cement, $550 million; salt, $383 million; and diamonds,
$338 million. Ontario’s value of metallic mineral production was about $4.8 billion in 2010, up 27% over the
previous year. Non-metallic mineral production in 2010 was $2.9 billion, up 13% over 2009.

MINERAL PRODUCTION

Year ended December 31,

2006 2007 2008 2009 2010
(in millions)
Mineral Production . . ....... ... $9,524 $10,856 $9,561 $6,325 $7,692

Source: Natural Resources Canada, 2010 numbers are preliminary.

Forestry. Ontario has about 56.8 million hectares of productive forestland representing 52.9% of
Ontario’s total land area. Timber harvests amounted to approximately 9.7 million cubic meters in 2009. The
value of revenues from goods produced in the primary forest industry as well as the various wood and paper
manufacturing industries in the Province totaled $11.3 billion in 2009, and equaled 22.2% of the Canadian
total.

Energy
For 2009, the preliminary data on the composition of Ontario’s primary energy consumption was the
following: crude oil 29.9%, natural gas and liquids 44.8%, coal 8.5% and electricity 16.7%.

Total primary energy consumption was 2,394 Petajoules in 2009, a decline of 13% from 2,767
Petajoules in 2008. Consumption of crude oil, coal, natural gas and primary electricity declined by 11%,
47%, 7% and 4% respectively.
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Service Sector

The service sector is the largest component of Ontario’s economy, accounting for approximately 76% of
Ontario’s GDP (measured in Chained 2002 dollars) in 2010. Ontario has a modern and diversified services
sector. It includes a wide variety of industries serving businesses, individuals and governments.

SERVICES PRODUCING INDUSTRIES REAL GROss DomEsTIC PRODUCT
(measured in Chained 2002 dollars)

Year ended December 31,

2006 2007 2008 2009 2010
(in millions)
Wholesale Trade .............. ... ... ....... $ 30,026 $ 31,365 $ 30,286 $ 28,460 $ 30,116
Retail Trade ......... ... ... .. ... . ... ..... 26,655 27,192 27,641 27,610 28,687
Transportation and Warehousing .............. 19,089 19,312 20,125 18,914 19,807
Information and Cultural . .................... 19,384 19,826 20,025 19,951 20,126
Finance, Insurance, Real Estate and Leasing® .. 105,713 109,592 110,863 112,780 114,843
Professional, Scientific and Technical .......... 26,737 27,735 27,983 27,571 27,516
Administrative and Support Services . .......... 14,052 14,694 14,236 13,531 13,731
Education .......... .. ... . . ... 22,794 23,492 24,090 24,617 25,152
Health Care and Social Services .............. 28,904 30,006 30,837 31,536 32,034
Arts, Entertainment and Recreation ............ 4,589 4,692 4,708 4,709 4,733
Accommodation and Food Services . ........... 9,453 9,510 9,524 9,171 9,553
Other Services ......... ... ... ... 11,663 12,082 12,263 12,210 12,340
Public Administration . ....................... 25,349 26,001 26,926 27,789 28,612
Total@ . ... . $344,411 $355,491 $359,547 $358,897 $367,257

Source: Statistics Canada, Provincial Economic Accounts.
(1) Includes owner-occupied housing.
(2) Totals may not add due to rounding and chained GDP data.

The finance, insurance, real estate and renting and leasing sector is the largest component of Ontario’s
service sector output. In 2010, Ontario’s share accounted for 44.6% of Canada’s finance, insurance, real
estate and renting and leasing output, the highest share of any province.

Ontario’s sizable financial services sector is a by-product of the large number of head offices of
industrial and financial companies located in the Toronto area. The Toronto Stock Exchange (“TSX”) is
Canada’s premiere stock exchange with a value of trading of $1.4 trillion dollars in 2010.

Ontario also has strong professional and administrative output, accounting for 45.7% of the Canadian
total. Wholesale and retail trade help support the spending of business and consumers, including investment
and imports. Ontario accounts for 40.7% of Canada’s wholesale and retail trade output and 44.5% of
Canada’s information and cultural services.

(4) Labour Force

From 2006 to 2010, Ontario’s labour force increased at an average annual rate of 0.6%, slightly below
the Canadian rate of 0.9%. During 2010, the Ontario labour force averaged approximately 7.2 million
persons. In 2010, the Ontario participation rate was 67.1%, just above the Canadian rate of 67.0%.
Reflecting the industrial structure of the Province, 98.7% of employment was in the non-agricultural sector.
The service sector, which has been a major source of employment growth, accounted for 78.9% of Ontario’s
employment, while manufacturing and construction accounted for 18.3% and agriculture, utilities and other
primary industries accounted for 2.8%. In 2010, the Ontario unemployment rate averaged 8.7%, while the
national rate averaged 8.0%.
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LABOUR FORCE
2006 2007 2008 2009 2010

The Ontario Labour Force . ............ ...

Labour Force (thousands) .......... ... ... i 6,884.0 7,013.0 7,132.6 7,147.3 7,236.6
Employed (thousands) . ......... ... .. i 6,448.7 6,564.3 6,666.3 6,502.0 6,610.0
Unemployment Rate (%) . ... 6.3 6.4 6.5 9.0 8.7
Participation Rate(™ (%) .. ... i 67.4 67.7 67.9 67.1 67.1
The Canadian LabourForce ............ .. ... .. ...,
Unemployment Rate (%) . ... 6.3 6.0 6.1 8.3 8.0
Participation Rate™ (%) .. ... o i 67.0 67.4 67.7 67.1 67.0
Source: Statistics Canada.
(1) The percentage of working age population in the labour force.
ONTARIO EMPLOYMENT BY INDUSTRY — 2010

Thousands % of Total
AGHICURUIE . 85 1.3
Other Primary INdUSEHEs . . . .. ..o 41 0.6
Manufacturing ... ... 781 11.8
CONStIUCHION . . .o e 429 6.5
UtIlHES .o 59 0.9
SEIVICE SECIOr . . . . 5,216 78.9
Total o 6,610 100.0

Sources: Statistics Canada and Ontario Ministry of Finance.
Totals may not add due to rounding.

(5) Social Security System

The Province provides a wide range of health care, social services and income security assistance to
Ontarians. Until fiscal year 1995-96, the Province received funding for health care from the federal
government under the Established Programs Financing (‘EPF”) arrangements. This national funding
arrangement provided support for the provision of provincial health care programs as well as postsecondary
education.

The Province also provides income security assistance to individuals and families to replace earnings or
provide income support. Until 1995-96, income supplementation related to defined needs was provided,
when necessary, on a cost-shared basis with the federal government under the Canada Assistance Plan
(“CAP”). In its 1995 budget, the federal government announced major cutbacks to social transfers to the
provincial and territorial governments. Beginning in 1996-97, the EPF arrangements and CAP were replaced
by the Canada Health and Social Transfer (“CHST"”). Effective April 1, 2004, the CHST was split into two
separate transfers: the Canada Health Transfer (“CHT”), designated specifically for health care; and the
Canada Social Transfer (“CST”) for postsecondary education and social services. See “3. Public Finance —
(3) Revenue — Federal Government Payments” below.

The federal government also administers the Employment Insurance (“El”) program, a national,
contributory unemployment insurance scheme, and the Canada Pension Plan (“CPP”), a national,
contributory earnings-related pension system. CPP benefits include retirement pensions, disability pensions,
survivor benefits, orphans’ benefits and death benefits. In 2010, Ontario residents received about $15 billion
in benefits from the CPP and about $7.3 billion in total benefits from El. Both of these programs are financed
through payroll taxes paid by employers and employees. In 2008, the federal government created the
Canada Employment Insurance Financing Board which is responsible for managing El revenues and
maintaining a cash reserve to support premium rate stability. The CPP Account is separate from the federal
budget and is managed independently by the CPP Investment Board and invested in marketable and
non-marketable securities.

The federal government also provides universal and income-tested support for senior citizens through
Old Age Security (“OAS”) pensions, the Guaranteed Income Supplement (“GIS”) program and the Allowance
for low-income persons aged 60-64. The Ontario government provides an income-tested supplement for
seniors, the Guaranteed Annual Income
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System (“GAINS”) benefit, which is paid to GIS recipients with low incomes. In 2010, seniors in Ontario
received a total of about $13 billion from these three federal programs and about $110 million from GAINS.
The Ontario Senior Homeowners’ Property Tax Grant (“OSHPTG”) assists eligible low- to moderate-income
seniors, who own their homes, to offset their property taxes through grants of up to $500 for 2010 and
subsequent years. In 2010-11, the OSHPTG provided about $227 million in benefits to Ontario seniors.

The federal government provides cash transfers to families raising children. The Canada Child Tax
Benefit (‘CCTB”) and the related National Child Benefit Supplement (“NCBS”) are non-taxable income-
tested federal cash benefits provided to low- and middle-income families with children under age 18. In fiscal
year 2006 (the most recent data available), Ontario families received about $3.5 billion in benefits from these
programs. The federal government also provides the Universal Child Care Benefit (“UCCB”). The UCCB is a
taxable cash benefit provided to all children under age six. In 2008-09, Ontario families received an
estimated $1 billion in benefits from the UCCB. These benefits are provided to families regardless of
whether they work or receive social assistance. These benefits are delivered through the tax system.

The Ontario Child Benefit (“OCB”) is a non-taxable income-tested provincial cash benefit provided to
low- to moderate-income families with children under age 18. The OCB provided almost $935 million in
benefits to families in 2010-11. The OCB is provided to families regardless of whether they work or receive
social assistance. It is delivered through the tax system. The OCB streamlined the child benefit system by
consolidating the previous provincial children’s benefits into one integrated benefit.

Ontario also provides sales tax and property tax relief to low- to moderate-income people through
refundable tax credits. Starting with 2010, two new Ontario tax credits, the Ontario Sales Tax Credit
(“OSTC”) and the Ontario Energy and Property Tax Credit (“OEPTC”) replaced the combined Ontario
property and sales tax credits. The OSTC provides sales tax relief and the OEPTC provides relief for the
sales tax on energy and for property taxes to individuals and families.

In 2010, Ontario also introduced the refundable Northern Ontario Energy Credit (“NOEC”) which
provides assistance with the higher energy costs that low- to moderate-income families and single people
living in the North face compared to those living in other parts of the province.

Beginning in July 2012, the OEPTC, OSTC and NOEC payments will be combined and delivered on a
monthly basis as the Ontario Trillium Benefit (OTB). When combined, these credits are estimated to provide
around $2.4 billion each year in assistance to low- to moderate-income Ontario families and single people.

The Ontario government and municipalities jointly share responsibility for providing income support to
individuals and families whose income is insufficient to meet their basic needs. Social assistance costs are
shared between the Province and municipalities. The Province pays one hundred per cent of Ontario
Disability Support Program (“ODSP”) costs (including both assistance and administration costs), about
eighty one per cent of Ontario Works (“OW?”) assistance costs, fifty per cent of OW administration costs and
one hundred per cent of drug benefits for all social assistance recipients. In 2010-11, the Province provided
an estimated $6.8 billion through social assistance and related programs.

(6) Government Responsibilities and Relationships
Constitutional Framework

Canada is a federation and its constitution (“Constitution”) establishes the division of responsibilities
between the federal and provincial levels of government. Each provincial government and the federal
government has supremacy within its respective sphere of assigned responsibilities. Jurisdiction over the
establishment and operation of municipalities is granted exclusively to the provinces.

The federal government is empowered to raise money by any mode or system of taxation. It has
exclusive jurisdiction over such matters as the regulation of trade and commerce, currency and coinage,
banks and banking, national defence, foreign affairs, postal services, railways and navigation, as well as
those areas not exclusively assigned to the provinces. Each province has authority to raise revenue through
direct taxation within the province. Areas of provincial constitutional authority include health care, education,
social services, municipal institutions, property and civil rights, and natural resources.
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The Constitution of Canada was amended in 1982. The Constitution Act, 1982 (“Constitution Act”)
established a Charter of Rights and Freedoms and a procedure for amending the Constitution. Nothing in
the Constitution Act diminishes the taxing or spending authority of the provinces.

Operational Framework

Ontario administers its constitutional responsibilities through government ministries and provincially
created bodies such as government-owned corporations (“Crown corporations”), agencies, boards,
commissions, municipalities, school boards and hospital boards. The use of these quasi-independent bodies
decentralizes the administration of provincial responsibilities. However, the Province has elected to
centralize the financing of these bodies by retaining the major taxing and borrowing powers at the provincial
level. Some municipalities borrow in their own names in various capital markets (See “4. Public Debt —
(3) Consolidated Debt of the Ontario Public Sector” below) as did Ontario Hydro prior to its restructuring in
April 1999 (See “4. Public Debt — (2) Assets and Liabilities, (iii) Liabilities — Ontario Electricity Industry”
below).

Implications for Provincial Financial Statements

The provincial governments’ delivery of services in areas such as health, postsecondary education and
social assistance has been supported by transfer payments from the federal government, often established
through federal-provincial agreements. In fiscal year 2011-12, approximately 19.9% of the Province’s
revenue is expected to come from federal transfers.

Federal-provincial funding arrangements can be complex and extensive, involving financial relationships
between the Province, the federal government and provincially-created bodies. These financial
interrelationships are important in understanding the revenue, expense and financing activity of the
Province.

Investing in provincially-created bodies has an impact on the reporting of assets. As at March 31, 2011,

approximately 25.7% (2010, 27.6%) of the Financial Assets of the Province could be attributed to these
intermediary activities (See “4. Public Debt — (2) Assets and Liabilities” below).
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3. PUBLIC FINANCE

(1) Financial Reporting

Annually, the Province publishes its Public Accounts, which include the Annual Report and
Consolidated Financial Statements for the fiscal year ended March 31, together with ministry statements,
detailed schedules of ministry expenses, financial statements of significant provincial corporations, boards
and commissions that are part of the government reporting entity and other miscellaneous financial
statements. The Auditor General of Ontario examines the Public Accounts of the Province and provides an
opinion on the Consolidated Financial Statements to the Legislative Assembly. In addition, the Auditor
General of Ontario is required to submit an annual report to the Legislative Assembly.

Summary of Significant Accounting Policies
Basis of Accounting

The Consolidated Financial Statements are prepared in accordance with the accounting principles for
governments recommended by the Public Sector Accounting Board (“PSAB”) of the Canadian Institute of
Chartered Accountants (“CICA”) and, where applicable, the recommendations of the Accounting Standards
Board (“AcSB”) of the CICA.

Reporting Entity

The financial statements report the activities of the Consolidated Revenue Fund combined with those
organizations that are controlled by the Province.

Government business enterprises, broader public sector (“BPS”) organizations (i.e., hospitals, school
boards and colleges) and other government organizations controlled by the Province are included in these
financial statements. All BPS organizations are consolidated. However, other government organizations are
also consolidated if they meet one of the following criteria: i) their revenues, expenses, assets or liabilities
are greater than $50 million, or ii) their outside sources of revenue, deficit or surplus are greater than $10
million.

The activities of organizations that do not meet the materiality thresholds for consolidation are reflected
in these financial statements through the accounts of the ministries responsible for them.

Trusts administered by the Province on behalf of other parties are excluded from the reporting entity.

Principles of Consolidation

Government business enterprises are defined as those government organizations that i) are separate
legal entities with the power to contract in their own name and that can sue and be sued; ii) have the
financial and operating authority to carry on a business; iii) have as their principal activity and source of
revenue the selling of goods and services to individuals and non-government organizations; and iv) are able
to maintain their operations and meet their obligations from revenues generated outside the government
reporting entity. The activities of government business enterprises are recorded in the financial statements
using the modified equity method. Under this method, government business enterprises are reported in
accordance with the accounting principles generally accepted for business enterprises. Their combined net
assets are included in the financial statements as Investment in Government Business Enterprises on the
Consolidated Statement of Financial Position and their net income is shown as a separate item, Income
from Investment in Government Business Enterprises, on the Consolidated Statement of Operations.

The assets and liabilities of the BPS organizations are consolidated with those of the Province on a
line-by-line basis on the Consolidated Statement of Financial Position. As such, the net debt of hospitals,
school boards and colleges is included in the consolidated net debt of the Province. The total annual
expenses of these BPS organizations, net of revenues they receive directly from the public, such as tuition
fees, patient fees, donations and other recoveries, are included with the consolidated expenses of the
Province. The expenses of hospitals are included with Health expenses, school boards with Education
expenses, and colleges with Post-Secondary Education and Training expenses on the Consolidated
Statement of Operations. Where necessary, adjustments are made to present the accounts of these
organizations on a basis consistent with the accounting policies of the Province, and to eliminate significant
inter-organizational accounts and transactions.
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Other government organizations are included on a line-by-line basis with the consolidated assets,
liabilities, revenues and expenses of the Province. Where necessary, adjustments are also made to present
the accounts of these organizations on a basis consistent with the accounting policies of the Province, and
to eliminate significant inter-organizational accounts and transactions.

Measurement Uncertainty

Uncertainty in the determination of the amount at which an item is recognized or disclosed in the
financial statements is known as measurement uncertainty. Such uncertainty exists when there could be a
material variance between the recognized or disclosed amount and another reasonably possible amount.

Measurement uncertainty in these financial statements and notes thereto exists in the valuation
of pensions and other employee future benefits obligations, the value of tangible capital assets, the
estimation of personal income tax, corporations tax and harmonized sales tax revenue accruals, the
valuation of the Canada Health Transfer and Canada Social Transfer entittements and the valuation of
asset-backed term notes.

Uncertainty related to pensions and other employee future benefits accruals arises because actual
results may differ significantly from the Province’s best estimate of expected results (for example, the
difference between actual results and actuarial assumptions regarding return on investment of pension fund
assets and health care cost trend rates for retiree benefits). Uncertainty in the value of tangible capital
assets exists because of differences between estimated useful lives of the assets and their actual useful
lives. Uncertainty related to the accrual for personal income tax, corporations tax and harmonized sales tax
revenues arises due to possible subsequent revisions of estimates based on information available in the
future related to past-year tax return processing. Uncertainty in the estimation of the Canada Health Transfer
and Canada Social Transfer entitlements arises from variances between the estimated and actual Ontario
shares of the Canada-wide personal income and corporations tax base and population. The uncertainties
relating to the valuation of the Canadian third-party asset-backed term notes arise from the estimation of net
realizable value when there is impairment in value other than temporary.

Estimates are based on the best information available at the time of preparation of the financial
statements and are reviewed annually to reflect new information as it becomes available.

Revenues

Revenues are recognized in the fiscal year that the events giving rise to the revenues occur and they
are earned. Amounts received prior to the end of the year, which relate to revenues that will be earned in a
subsequent fiscal year, are deferred and reported as liabilities.

Deferred capital contributions are amortized into revenue over the estimated useful lives of the related
tangible capital assets.

Expenses

Expenses are recognized in the fiscal year that the events giving rise to the expenses occur and
resources are consumed.

Transfer payments are recognized in the year during which the events giving rise to them occur,
provided that the transfer is authorized, all eligibility criteria are met and a reasonable estimate of the
amount can be made.

Interest on debt includes: i) interest on outstanding debt net of interest income on investments and

loans; ii) amortization of foreign exchange gains or losses; iii) amortization of debt discounts, premiums and
commissions; iv) amortization of deferred hedging gains and losses; and v) servicing and other costs.
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Employee future benefits such as pensions, other retirement benefits and entitlements upon
termination are recognized as expenses over the years in which the benefits are earned by employees.
These expenses are the government’s share of the current year's cost of benefits, interest on the net
benefits liability or asset, amortization of actuarial gains or losses, cost of or gain on plan amendment, and
other adjustments.

Other employee future benefits are recognized in the period when the event that obligates the
government occurs or in the period when the benefits are earned and accumulated by employees.

The costs of buildings, transportation infrastructure, vehicles, aircraft, leased assets, machinery,
equipment and information technology infrastructure and systems owned by the Province and its
consolidated organizations are amortized and recognized as expenses over their estimated useful lives on a
straight-line basis.

Liabilities
Liabilities are recorded to the extent that they represent present obligations of the government to

outside parties as a result of events and transactions occurring prior to the end of the fiscal year. The
settlement of liabilities will result in the sacrifice of economic benefits in the future.

Liabilities include present obligations for environmental costs, probable losses on loan guarantees
issued by the government, and contingencies when it is likely that a loss will be realized and the amount can
be reasonably determined.

Liabilities also include obligations to government business enterprises.

Alternative financing and procurement (“AFP”) refers to the Province using private-sector partners to
procure and finance infrastructure assets. Assets procured via AFP are recognized as tangible capital
assets and the related obligations are recognized as other long-term financing liabilities in these financial
statements as the assets are constructed.

Debt

Debt consists of treasury bills, commercial paper, medium- and long-term notes, savings bonds,
debentures and loans.

Debt denominated in foreign currencies that has been hedged is recorded at the Canadian dollar
equivalent using the rates of exchange established by the terms of the hedge agreements. Other foreign
currency denominated debt, liabilities and assets are translated to Canadian dollars at year-end rates of
exchange and any exchange gains or losses are amortized over the remaining term to maturity.

Derivatives are financial contracts, the value of which is derived from underlying instruments. The
Province uses derivatives for the purposes of minimizing interest costs and managing risk. The Province
does not use derivatives for speculative purposes. Gains or losses arising from derivative transactions are
deferred and amortized over the remaining life of the related debt issue.

Pensions and Other Employee Future Benefits

The liabilities for pensions and other employee future benefits are calculated on an actuarial basis using
the government’s best estimates of future inflation rates, investment returns, employee salary levels and
other underlying assumptions, and, where applicable, the government’s borrowing rate. When actual plan
experience of pensions, other retirement benefits and termination pay differs from that expected, or when
assumptions are revised, actuarial gains and losses arise. These gains and losses are amortized over the
expected average remaining service life of plan members.

The liabilities for selected employee future benefits (such as pensions, other retirement benefits
and termination pay) represent the government’s share of the actuarial present values of benefits attributed
to services rendered by employees and former employees, less its share of the assets of the plans. In
addition, the liability includes the Province’s share of the unamortized balance of actuarial gains or losses,
and other adjustments primarily for differences between the fiscal year-end of the pension plans and that of
the Province.
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Assets

Assets are resources controlled by the government from which it has reasonable expectation of deriving
future benefit. Assets are recognized in the year the events giving rise to the government’s control of the
benefit occur.

Financial Assets

Financial assets are resources that can be used to discharge existing liabilities or finance future
operations. They include cash and cash equivalents, investments, accounts receivable, loans receivable,
advances, and investments in government business enterprises.

Investments include temporary investments, investments in the auto sector, asset-backed term notes,
and portfolio investments. Temporary investments are recorded at the lower of cost or market value.
Investments in the auto sector, asset-backed term notes and portfolio investments are recorded at the lower
of cost or their estimated net realizable value.

Accounts receivables are recorded at cost. A valuation allowance is recorded when collection of
the receivable is considered doubtful.

Loans receivable include loans to government business enterprises and loans under the student loans
program, advanced manufacturing investment program, and the automotive investment strategy fund. Loans
receivable with significant concessionary terms are considered in part to be grants and are recorded on the
date of issuance at face value discounted by the amount of the grant portion. The grant portion is recognized
as an expense at the date of issuance of the loan or when the concession is provided. The amount
of the loan discount is amortized to revenue over the term of the loan.

Investment in government business enterprises represents the net assets of government business
enterprises recorded on the modified equity basis as described under Principles of Consolidation.

Tangible Capital Assets

Tangible capital assets are recorded at historical cost less accumulated amortization. Historical
cost includes the costs directly related to the acquisition, design, construction, development, improvement or
betterment of tangible capital assets. Cost includes overheads directly attributable to construction and
development, as well as interest related to financing during construction. Estimated historical cost was used
to record existing tangible capital assets if actual cost was unknown when the Province first implemented
tangible capital assets accounting. Tangible capital assets, except land, are amortized over the estimated
useful lives of the assets on a straight-line basis.

Maintenance and repair costs are recognized as an expense when incurred. Betterments or
improvements that significantly increase or prolong the service life or capacity of a tangible capital asset are
capitalized. External contributions for acquisition of tangible capital assets are recorded as deferred capital
contributions and amortized to revenue consistent with the amortization to expense of the related tangible
capital assets.

Future Changes in Accounting Standards

In December 2009, PSAB approved a standard mandating that government business enterprises adopt
International Financial Reporting Standards (“IFRS”) in fiscal years beginning on or after January 1, 2011. In
October 2010, the CICA decided to allow entities with rate-regulated activities to defer the adoption of IFRS
until January 1, 2012. The Province’s Consolidated Financial Statements will be affected by these changes
to the extent that government business enterprises are impacted.

At present, IFRS does not address rate-regulated accounting and it is uncertain if and when such
standards might be introduced by the International Accounting Standards Board (“IASB”). The Ontario
government plans to provide direction to certain controlled rate-regulated entities to ensure that the financial
reports of these entities follow accounting standards that it believes best represent the economic substance
of transactions and best serve the information needs of different users.
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The Public Sector Accounting Board (“PSAB”) has recently approved new not-for-profit accounting
standards for government not-for-profit entities, effective for fiscal years beginning on or after January 1,
2012. As a result, some of the accounting policies and practices followed by government not-for-profit
organizations may change. The Ministry of Finance will continue to consult with consolidated entities and
their respective ministries to ensure appropriate choices are made and are applied consistently for these
organizations. The Province’s Consolidated Financial Statements may be affected by these potential
changes to the extent the government organizations are impacted.

During 2009-10, PSAB published a new standard related to accounting for Tax Revenue to provide
more specific guidance to this revenue stream, and a new standard for Liabilities for Contaminated Sites to
provide more specific guidance regarding these types of liabilities. The Tax Revenue standard will apply to
fiscal years beginning on or after April 1, 2012, and the Liability for Contaminated Sites standard will apply to
fiscal years beginning on or after April 1, 2014. In 2011-12, PSAB released a new standard for financial
instruments that will apply to governments for fiscal years beginning on or after April 1, 2015. The Ministry of
Finance is currently assessing these standards and has initiated a process to engage potentially impacted
ministries to evaluate the impact of these new and changing standards. The potential future impact of these
changes in accounting standards on the Province’s Consolidated Financial Statements is not reasonably
determinable at this time.

Also in 2010-11, PSAB released a new standard on Government Transfers that will be effective for
fiscal years beginning April 1, 2012.

Accounting and Financial Presentation Changes

During the year, certain government business enterprises were reclassified for financial reporting
purposes as other government organizations (see Schedule 8 to the Province’s Consolidated Financial
Statements). As a result, these organizations are now being consolidated on a line-by-line basis with the
Province, compared to a modified equity consolidation done in previous years. This change has had no net
impact on the Province’s reported deficit for the year.

The Budget

Traditionally, a Budget is tabled each year by the Ontario Minister of Finance in the Legislative
Assembly, setting out the expense and revenue forecast for activities to be undertaken for Provincial
purposes. In addition, a publication entitled “Ontario Finances” provides a quarterly update to reflect in-year
developments, budget performance and policy actions and the “Ontario Economic Outlook and Fiscal
Review” traditionally provides a more comprehensive update of second quarter numbers.

(2) Fiscal Position

The following table provides an overview of the Province’s revenue and expense for each of the fiscal
years in the four-year period ending March 31, 2011, as well as the Current Outlook for 2011-12 as
presented in the 2011 Ontario Economic Outlook and Fiscal Review.

ONTARIO’S FiscAL PosITION

Rate of
Current Growth
Actual Outlook®  2010-11 to

2007-08 2008-09 2009-10 2010-11 2011-12 2011-12
(in millions) (%)
Revenue
TaxationRevenue ............. ... .. ... ... .. .. ... $ 74889 $ 68856 $ 64,931 $ 71,147 $ 74,620 4.9
GovernmentofCanada .............................. 16,597 16,591 18,620 23,041 21,556 (6.4)
Income from Investment In Government Business
Enterprises .. ... .. 4,437 4,042 4,195 4,566 4,471 (2.1)
OtherRevenue ................ ... 7,656 7,444 8,047 7,904 7,628 (3.5)
TotalRevenue . ......... ... ... . . .. 103,579 96,933 95,793 106,658 108,275 1.5
Expense
Programs . ... 94,065 94,776 106,336 111,189 113,971 2.5
InterestonDebt . ....... ... .. ... .. ... . ... 8,914 8,566 8,719 9,480 10,097 6.5
Total EXpENnse . ... ... 102,979 103,342 115,055 120,669 124,068 2.8
ReSErve . ... e — — — — 200 n/a
Surplus/(Deficit) ......... ... $ 600 $ (6,409) $(19,262) $(14,011) $(15,994) n/a

Source: Ontario Ministry of Finance.
(1) Fiscal forecast as presented in the 2071 Ontario Economic Outlook and Fiscal Review.

20



Fiscal Outlook 2011-12
2011-12 In-year Fiscal Performance

Ontario is now projecting a deficit of $16.0 billion for 2011-12 — an improvement of $0.3 billion
compared with the deficit forecast in the 2071 Budget and consistent with outlook presented in the First
Quarter Ontario Finances.

Total revenue, projected to be $108.3 billion in 2011-12, is 0.4 per cent lower than the 20771 Budget
outlook as a result of slower economic growth, while total expense, projected to be $124.1 billion has
decreased by 0.2 per cent primarily due to lower than forecast interest on debt expense.

The 2011-12 fiscal plan included a $700 million reserve to protect against the potential impact of events
that could deteriorate the Province’s fiscal performance. In the 2077 Ontario Economic Update and Fiscal
Review, the reserve was reduced by $500 million to counter the impact of slower economic growth on
Ontario’s fiscal performance.

FiscAL SUMMARY

Current
Actual Outlook
2010-11  2011-121

(in billions)

REVENUE . .. . $106.7 $108.3
Expense

PrOgrams . . 111.2 114.0

Intereston Debt . . ... 9.5 10.1
Total EXpPENse . ... 120.7 124.1
RESEIVE . o — 0.2
SUPIUS/(DEFICIE) . . . vt $(14.0) $(16.0)

Source: Ontario Ministry of Finance.

(1) Fiscal forecast as presented in the 20711 Ontario Economic Outlook and Fiscal Review.

Notes: Interim numbers and related variances may not add due to rounding. A reserve of $1.2 billion
included in the fiscal plan in the 2009 Budget was used to reduce the size of the deficit.

Revenues

Total revenues are projected to increase by $1.6 billion, or 1.5 per cent, in 2011-12 compared to
2010-11. Taxation revenue is $3.5 billion higher, reflecting economic growth. This increase is partially offset
by a decrease in Government of Canada transfers of $1.5 billion, largely due to the decline in federal
transitional assistance related to the introduction of the Harmonized Sales Tax and lower stimulus funding
for infrastructure and labour market programs and decreases of $0.1 billion and $0.3 billion in Income from
Investment in Government Business Enterprises and Other Non-Tax Revenues respectively.

Expense

Total expense is projected to increase from $120.7 billion in 2010-11 to $124.1 billion in 2011-12.
Projected increases can be attributed to higher spending in the Ministry of Health and Long-Term Care and
the Ministry of Education additional spending for social assistance due related to the economic downturn the
full year costs of the Ontario Clean Energy Benefit and increased interest on debt expense.
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(3) Revenue

Overview

The following table sets forth historical revenue information for each of the fiscal years in the four year
period ended March 31, 2011 and 2011-12 forecast information presented in the 2071 Ontario Economic
Outlook and Fiscal Review.

Total revenue in fiscal year 2011-12 is projected to be $108,275 million. Tax revenue is projected at
$74,620 million or 68.9% of total revenue. Government of Canada transfers, at $21,556 million, account for
19.9% of total revenue. Income from Investment in Government Business Enterprises is projected to be
$4,471 million, or 4.1% of total revenue. All Other Non-Tax Revenues are projected to be $7,628 million, or
7.0% of total revenue.
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ONTARIO’S REVENUE

% of
Current Total
Actual Outlook Revenue
Revenue 2007-08 2008-09 2009-10 2010-11 2011-12 2011-12
($ millions)
Taxation Revenue
Personallncome Tax ......................... 25,472 25,738 23,393 23,624 24,779 22.9
SalesTax! ........ ... 16,745 17,021 17,059 18,813 20,134 18.6
Corporations Tax ..............ccoiiiininn.. 12,990 6,748 5,615 8,383 8,904 8.2
Education Property Tax2 . . ..................... 5,754 5,696 5,626 5,913 5,727 5.3
EmployerHealth Tax ......... ... ... ... ... .... 4,605 4,617 4,545 4,733 4,991 4.6
Ontario Health Premium ... .................... 2,713 2,776 2,763 2,934 2,945 2.7
GasolineTaX ... 2,360 2,323 2,336 2,358 2,392 2.2
Land Transfer Tax ........................... 1,363 1,013 1,015 1,247 1,374 1.3
TobaccoTax ............ . .. 1,127 1,044 1,083 1,160 1,142 1.1
Fuel Tax . ... i 733 698 658 702 721 0.7
BeerandWine Tax3 .......................... — — — 397 538 0.5
Electrici