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1989 Budget Summary

Fiscal Summary
($ billion)

Budget
Interim Plan Per Cent
1988-89 1989-90 Change

Revenue 37.2 40.7 9.4

Operating Expenditure 35.5 38.1 7.0-- --
Operating Surplus 1.7 2.6

Capital Investment 2.8 3.2
Capital advanced in respect of 1989-90 0.4

Deficit to Finance Capital 1.5 0.6

Economic Summar)'
($ billion)

Per Cent
1988 1989 Change

Gross Domestic Product
. Nominal 247 267 8.5
. Real (1981 Base) 178 183 2.8

Employment (000s) 4,862 4,952 1.9

Personal Income 204 221 8.5



Ontario's Operating Position
1984-85 to 1989-90

The Ontario Economy

For six consecutive years. real growth in
Ontario exceeded fou r pe r cent. making
th e current econo mic ex pansio n the
longest and stro ngest since the 1960s. In
1988.' real output increased by 4.9 per
cent. once aga in out pac ing growth in the
United States and Europe . Am o ng
majo r ind ust r ia lized cou ntries. o nly
Japan recorded stron ger growth.

In 1989, real o utput is expected to
expa nd by 2.8 per cent, led by strong
gro wth i n bu sine ss i n vestm ent.
Businesses intend to inc rease spe nd ing
on plant and equipmen t by 11.7 per cent
t hi s yea r . Inve st m e nt i n t h e
manufacturing sector will be partic ularly
strong. with spending on machinery and
equipment alone to reach $8 billion, an
18.7 per cent increase from 1988. With
high er in terest ra te s. consu me rs are
expected to increase their savings and
slow the pa ce of cred it expansio n .
Income growth will co ntribute to solid
but mo re moderate growth in spend ing
on housing , co nsumer go ods a nd
services. With co ntinuing job crea tio n.
the une mployment rate will average 5.2
per cent. Furt he r deta ils on Ontario's
ec ono mic o utlook are pro vided in
Budget Pape r B. which upd ates the
Eco nom ic Outlook and Fiscal Review I
p re se n ted to the Le gis la tur e on
December 8, 1988.

T hese initiat ives support the reform
agenda set by the Govern ment under
th e leade rship o f Premie r Dav id
Peterson.
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1989 Ontario Budget
Introduction
Ontario 's 1989 Budget is an express ion
of the Gov ernment's determination to
see its com mitments mel and its agenda
for reform implemented.

Each of my prev ious budgets in cluded
substantial improvements 10 Ontario' s
fiscal pos ition. Contin uing that policy .
th is Bu dg et prod uces the la rges t
operating surp lus in Ontario's history _.
$2.6 billion. T he 1989-90 deficit has
been c ut to $577 mi llion , its lowest leve l
in 15 years. and a reduction of $911
million from last year.

Ini tiati ves in this Budget will :

• keep Ontario competitive;

• la u n c h m a jor in v e s tm en ts I n

transporta tion;

• s u p port a c le ane r , h e alt h ie r
environment;

• reform Ontario's social assistance ;

• fund innovat io ns in educat io n; and

• restr ucture an d refina nce health care.
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1984 198~ Ig Be 1'" 1'" lin

--
Unemployment Rate
1984 to 1989

Keeping Ontario Competitive

Faced with increasing internatio nal
competi tion under the Free Trade
Agreement and a st ro nge r European
Economic Community, O ntario must
secure a nd support its compe ti t ive
position to keep the economy growing
and to maintain our quality of life.

Now completi ng its th ird yea r, the
Premi er ' s Council on Technology has
recommended measures to promote the
development of new industrial processes
and encourage the growth of innovative
companies. This yea r, over $132 million
will be provided through the $I billion,
ten-year Tech nology Fund to stimulate
research, development and diffusion of
new industrial technologies. Included in
this amount is $47 million in tax support
ava ilab le through the Rese arc h and
Development Super Allowa nce . Over
$40 million will be allocated this year to
Ontario ' s Ce ntres of Excelle nce to
support research of an int erna tio nal
ca libre. The Unive rs ity Re se arch
Incentive Fund will be extended to
provide $25 millio n over the next th ree

years in support of jo int research by
universities and ind ustry.

The Council has recommended that the
Government encourage venture ca pital
investment. To support the growth of
small and medium-sized companies ,
Ontari o will establish th e G ro wth
Ventures program. Over the next five
years, this program will provide up to
$100 mill io n in loan gu arantees to
venture ca pita l companies investing in
eligible businesses.

T he Co uncil has also recom mended that
the G o ve rnme nt share ri sks with
companies on the threshold of becoming
multinationals. Risk-sharing support for
em erg ing thresh ol d fir ms will be
provided . with extensive private secto r
involvement, under the guidance of the
Co uncil.

Ontario's ab ility to trade and compete
in a global economy will be reinforced
by initiatives to strengthen exports and
build marketing skills. The Province
will commit an additional $10 million
on a full-yea r basis for trade-related
initiatives. including targeted marketing
assistance and investment promotion in
co-operation with O ntario 's trade offices
abroad.

Steps wi ll be taken to e nco urage
co mpa nies to pla n strategicall y fo r
developments in the United States a nd
in Europe and to penetrate Pacific Rim
markets. The Govern me nt will a lso
provide financial support for research
and st ra te g ic policy a nal ys is o f
international trade and investment issues
at the University of Toronto's Centre for
In ter national St ud ies , wh ich w ill
complement th e Ontario Cent re for
In tern a ti on al Busi ness at York
University.
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Ind ustries require a skilled workforce to
take ad vantage of the effi ciency offered
by new technologies. O ntar io 's workers
need updated skills to secu re we ll
paying jobs and to cope in a world of
tec hnological c hange and ind ust ria l
rest ructuring. T here is a greater need to
ret ra in and redep loy experienced
workers as the number of young people
enter ing the workforce decl ines. This
Budget provides add itional fundi ng of
510 millio n to address labour market
needs.

Ne g o ti a ti o ns w i th t h e fe de ral
government are underway for a cost
sharing program to pr ovide extended
income support to laid-off workers over
55 years of age. Ontario is prepared to
commit up to $9 million for the first
year of an agreement under the Program
for Older Worker Adjustment. In the
interim. the Min ist ry o f Ski l l s
Deve lopm ent will extend eligib ility for
the Transitions Program to provide
retraining assistan ce to older workers
upon notification of lay-off.

The United Nations has declared next
year Internat io na l Li teracy Ye ar.
O nt ar io wi ll increase fu ndi ng for
literacy program s by 55 million for 1990.
raising the Province's spend ing on adult
literacy to $55 million.

Post-secondary educational institut io ns
play a key role in keeping Ontario
compe t it ive . As I announced in
December. the Government's operating
support for unive rsities and colleges in
1989-90 will increase by 7.5 per cent
and 5.6 per cent respectively. T hese
commi tments stand in spite of the
reductions in tra nsfers fo r po st 
seco ndary education an nounced by the
federal government.

The Onta r io S tudent Assistan ce
Program will provide $196 million in

Budget Statement 3

1989-90 to help students attend post
seconda ry inst itu tions. Thi s is an
increase of 55 pe r cent since 1984-85.

In 1989-90. S88 millio n will be provided
to uni ..-ersities through the Accessibility
Envelope for enrol ment gro wth. For
1990-91 and beyond. a more permanent
ap p roac h to a llocating uni versity
o pe rating gra nts will be int rod uced
which will tak e into account rece nt
enro lment growth a nd will incl ud e
funding recogni tion for the flow-through
of these students.

The 1988 Budget announced a $440
million post-secondary capital program .
The $110 million in Provincial funding
for 199D-91 projects will be ad vanced
this fiscal year .

Junior explorat ion co mpani es a nd
indiv idual prospectors play a vita l ro le
in the futu re of Ontario ' s mini ng
industry. In order to offset reduced
federal support for mine ral explorat ion .
$5 million will be alloca ted to th e
Onta r io Prospecto rs ' A ssist ance
Program. the Ontario Mineral Incentive
Program. and oth er programs for these
grou ps.

In addi tion. $34 million will be provided
in the next two yea rs to assist Ontario 's
fi lm in dustry. incl udi ng a ssi sta nce
through the Ontario Film Investment
Program.

Transportation Investment

Ontario's efficient syste m of ro ad s.
highways and transit is essential to the
eco nomy . Spending on the
transportat ion system has increased by
mo re than 30 per cent since 1984-85 and
totalled $2 billion in 1988-89. However.
sustained econom ic growth will require
en ri che d funding to r e d u c e
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tran sporta tion congestion and improve
access to growing markets.

T he Gove rnment is co mm itt ing an
additional $2 billion over fi ve yea rs to
t he ne w T ransportation C a p i ta l
Program. This program will support
h ig hw a y capital p ro jects. ma jor
municipal roads an d transit projects. and
ad d itional GO Tran sit service.

Included are improvements to Nort hern
Highways 69. 17 and 11. expansion of
a nd accelera ted co ns tr uctio n o n
Highways 401. 403. 407. and 410. the
Queen Elizabeth Way in the Niagara
region and Highway 416 in Eastern
Ontario. Additional GO T ra nsit service
will be provided to Milton . Georgetown.
Rich mond Hill and Stou ffvifle , an d
service will be extended to Oshawa. A
new ferry will be put in service to Petee
Island. The fede ral government has
been asked to construct the necessary
doc king facili ties.

T h is prog ram includes imp ro .... ed
highway access to Mount Hope Airpo rt
near Hamilton . Fede ral assistance will
be sought in the financi ng of this
project. The Governmen t is prepared to
share the cost of providing improved
transit access to Pea rson International
Airport. The detai ls of th is projec t
await the federal government's plan for
the ai rpo rt.

To complement the provincial highw ay
imp roveme n ts. t he Transportation
Capital Program includes $200 million
over four years. beg inn ing in 1990-91,
for major municipal arterial roads and
highway connecting links.

P ro v i ncia l capital sp en ding on
municipal transit systems will increase
by $44 million. 29 per c e n t . to
approximately 5200 mill ion th is year.
S peci fi c p ro jects include ca paci ty

improvements to the Yonge St reet
subway line. station upgrading at Yonge
an d She ppard . on going constructio n of
the Transitway in Ottawa-Carleton and
the Harbourfront Light Rapid T ransit.
Operati ng support for municipal transit
will total $196 million in 1989-90.

The provision of public infrastructu re
frequently results in substant ial benefits
to specific g rou ps in On ta r io .
Th erefore. the Prov ince is ad opting a
strateg y by which those who be nefit
significan tl y a nd dire ctl y from the
provision of new public infrastructure
will be requ ired to make a gre ater
contribution to the cost of th at
infrastructure.

In this connect ion . commercial property
owners in the Grea ter Toronto Area
(GTA). which comprises mun icipalities
in the regions of Halton. Durham. Peel.
York and Metropolita n Toronto. realize
considerable eco nomic be nefit from
P rov in ci al e xp e ndi t ures o n
infrast ructure. These benefits include
capital gains from land and build ing
value increases. greater income from
tenants who seek prime locations. and
ready access for customers. su ppliers
and employees who rely on an excellent
transportat ion network.

Therefore. beginning in January 1990.
owners of large co mmercia l structures
and assoc iated parking with gross areas
in excess of 200.000 square feet. and all
commercial parking lots and pa rk ing
garages with in the GTA. wi ll be
required t o pay a Comme r ci al
Concent ration Levy of $1.00 per square
foot per year. This charge will be paid
semi -annually an d will raise $62 million
this fi scal year .

To p ro vide addi t iona l fun d ing fo r
transporta t ion projects a cross the
province. the rate of tax on gasoline and



diesel fue l will be increased immediately
by one ce nt per litre. Effective January
1. 1990. the tax on gaso line will increase
by one additional cent per litre. T hese
and ot he r ro ad-re lated mot ive fue l
measures will raise approximately $140
millio n this fiscal year.

Passenger motor veh icle registration fees
will be increased from $54 to $66 in
Southern Ontario and from $27 to $33
in Northern Ontario. To he lp meet
cri tical transpo rtation infrastruct u re
needs in the GTA. these fees will be
increased by a further $24 for a total
annual fee of $90 for resid ents in the
GTA. These measures will raise $54
million in 1989-90.

Environmental Initiatives
In 1989-90. capital outlays by the
Mi nistry of the Environment will
increase by 40 per cent over last year.
including a doubling. to $46 million. of
adva nces fo r provinc ial wate r a nd
se wage projects fo r mun icipa li ties.
Total fundi ng provided to the Ministry
of the Envi ro nment will reach S528
million. an increase of 70.7 per cent
since 1984-85.

To e ncou rage lead e rship in t he
development of new technologies and
industries to meet the demands of the
industrial wo rl d in o vercomin g
environ menta lly-damaging prod uc tio n
p ract ices . t he Gove rnme n t will
in t ro d uce a ne w En vi ron me nta l
Tec hno logies Program. Unde r th e
guida nce of O nta rio's Round Table on
the Environment and the Economy. this
program will assist companies in the
r e se a r c h an d d ev e lopment of
e nvironmentally so und produc ti o n
machinery and processes. Ontario will
allocate $30 mi llion for the
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Environ me ntal Tec hnologie s Progra m
over the next five years.

The Province will make available $300
million in loan guaran tees under the
Loa ns for Environ me ntal Defense
(LEND) initia tive . T his seve n-year
program will provide loa n guarantees to
elig ibl e b usi nesses install ing vita l
pollution abatement eq uipment.

To he lp businesses ach ieve cleaner
products and processes while sustaining
competitiveness. the Ontario corporate
income tax current cost adjustment will
be extended to include pollution control
equipment at a cost of $3 million in
1989-90.

Since 1985. the Ministry of Energy has
provided compa nies with grants to
undertake research and develop energy·
savi ng technology in their plants
th rough its Enersearch Program. For
1989-90. the Government will commit
$3 million to exte nd this program.

T o support the Go ver nment 's
environmen tal prog rams. the following
measures will be introduced. A tax of
$5 will be charged on the purchase of
each new tire. T he tire tax will help
fund efforts to support recycling and
enviro nmentally sound disposa l.

A tax will be levied on new . fuel
inefficient ca rs sold in O ntario. This tax
will increase based o n a car 's fuel
inefficiency.

Pesticides and fert ilizers will be subject
to the Retai l Sales Tax. Those used in
agricultural production will be exem pt
fro m the tax.

A disposal charge of five ce nts will be
levied on the pu rchase of each liquor .
wine or beer container for whic h there
is no deposit or recycling system. T his
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charge will he lp fund the Prov ince ' s
waste red uction and recycling initiatives.

T hese measures will yield a total of $54
million this year.

The Government has allocated S2 12
million to ma intain and renew Ontario's
forests . Included in th is figure is S15
million representing Ontario's sha re of
the Canada-Ontario Forest Resource
Development Agree men t.

In add ition , pend ing resul ts from efforts
to negot iate an e nd to th e federal
softwood lumber export ta x, Ontario
will use its revenues from the tax to
rei nforce fo res t ma nagem e nt in the
pro vince. Th e add itional $1 8 million for
forest management in 1989-90 will bring
total spend ing to $230 mill io n , an
increa se of 50 per ce nt since 1984-85.

Health Care Financing Reform
The fundamental principle of our health
care system is to provide all Ontarians
with un iversal access to quality health
care.

MiniStry 01 Health Expenditures
1984-85 to 198~90.-
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Ministry o f Health expend itures will
tota l $13 .9 bill io n in 1989-90, a n
increase of 10.7 per cent over 1988-89.
As a sha re of total Provincial spending,
the Ministry of Health accounts for 33
per cent, up from 28 per cent a decade
ago.

The Ministry of Health is concentrating
its efforts o n impro ving the quality,
availability a nd efficiency of hea lth
services. As Treasurer. 1 am committed
to securing adequate reve nues to fund
these services.

The Social Ass ista nc e Re v iew
Committee ind icated that it believes the
e limin at io n of O HIP premiu ms "is
essenti al an d would gre atly impr ove
access to health care , partic u larly
preven tive hea lth care. for many low
income people ". Premiums have been
fr o zen since 1985 an d premi um
assistance has been en riched annually .
Premi um reven ue has fallen below 13
per cent of the total cost of health care.

It is a special pleasu re for me to
annou nce to the Ho use that OHIP
premiums will be elimi nated as of
January I, 1990. This action keeps the
promise made in 1985.

This is a S1 b i ll ion benefit to
individuals and families in t 990. They
will realize 5550 million in premium
savings and $450 millio n in personal
inco me tax red uc t ions f rom t he
elimination of personal income tax on
em ployees' taxable benefits.

Responsible budgeting requ ires that the
financing of hea lth care be on a solid
foundation . The fede ra l governmen t
has weakened that founda tion through a
reduction in its support for Establi shed
Progra ms Financi ng by a total of
approximately S3 billion over th e past
th ree years.



A new Emp loyer Health Levy will ,
therefo re , be introd uced Janu ary I,
1990. Th e new charge will be 1.95 per
cent of payroll. In recognition of the ir
unique circumsta nce, e mployers with
sma ll payrolls wi ll be give n the
advantage of a special half-rate levy.
This measure will ensure th at all
employers contrib ute a share of the
fi nancin g of healt h ca re, a mo re
reaso nable approach than the cu rrent
pa tc hwork that has many e mployers
paying all premiums for their employees
and others contributing nothing at all.

Histo rically, the funding for health care
has been shared by people and business.
Each realizes benefits from Ontario 's
un ive rsal health ca re syste m. To
mai ntain balance in the fu nd ing of
health care, the rate of personal income
tax will be increased by o ne perce ntage
point, beginning Ja nuary I, 1990.

At the same time, an additional 50,000
people will benefit from an en rich ment
to the Ontario Tax Reduction Program.
This means that, in total, 365.000 low
inco me individuals who are liab le for
basic federa l personal income tax will
pay no Ontar io personal income tax and
195,000 others will benefit from reduced
personal income tax.

T he Government's priorities for health
ca re will emphasize commu nity-based
services and hea lth pro motion. T he
Premier ' s Council on Hea lth Strategy
recently recommended healt h goals for
O ntario . The Gove rnment has adopted
these goals in setti ng its agenda for
hea lth .

Funding for comm unity and perso nal
health progra ms, includ ing such services
as community men tal healt h, pub lic
health, emergency health services and

BudgetStatement 7

assistive devices, will total S1.3 billio n in
1989-90. This funding incl udes:

• $3 49 million fo r H o me Care
Assistance, an inc rease of S70 million
or 24.9 per cent;

• S IQ8 million for Community Mental
Hea lth Programs, an increase of 30.1
per ce nt; and

• a n incr ease of 17.8 pe r ce nt fo r
Al cohol a nd Drug Dependen c y
Programs to $43 million.

Provincial support for the operatio n of
hospitals will increase by 8.3 per cent to
$6 billion in 1989·90. This leve l of
fundi ng will address specia lty care needs
I n a reas su c h a s c a nc e r ca re,
card iovascu lar services . d ia lysis, and
maternal and infant hea lth.

Th e Ministry of Health is work ing with
hospitals to develop a new, equitable
funding system that will enab le hospita ls
to operate within their budgets. To
pro mote better management, monitoring
and planning of hea lth care in Ontario,
the Ministry of Health is implementing a
new computer system over the next five
years. In d ividu a l Heahh Service
Numbers and cards will be issued to all
Ontarians.

Social Assistance Reform
One of the fastest gro wing areas of
Provincial spending is soc ial assistance,
which has increased by an average of
12.6 per cen t annua lly since 1984-85 .
Over the same period, benefit levels on
average increased by 37.9 per cen t in
total.

Even though the O ntario economy is in
its seventh year of growth, the num ber
of social assistance beneficiaries has
grown by an average of 4.6 per cent
each year, co mpa red to Ontario 's
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Expenditures on Social Assistance
Benefits, 1984-85 to 1989-90

pop ulatio n growth of 1.3 per ce n t
an nually.

)Ieasures for Lew-Income Persons

The elimination of O HIP premiums is a
major benefit to low-income individuals
and fam ilies. A family pre viously
payi ng full premiums will realize an
annual saving of $714_

In addition to these ini tiatives. I am
an nouncing an increase in the minimum
wage from $4.75 to $5.00 per ho ur to
take effect October 1. 1989.

In support of recommendations by the
Standing Committee o n Fi na nce and
Economic Affairs. an addi t io na l $55
million will be provided 10 improve the
qu ality of services in agencies providing
visiting ho memaker services. attendant
care services, as well as services for
young offen ders, th e dev elopmentally
handicapped and victim s o f fam ily
violence. T his will be accom plished
through adjust me nts to sala ries a nd
be nefits for lower-paid staff in these
social service agencies.

Housing Programs

T he Ontario Home Ownership Savings
Plan (O HO SP). announced last year.
attracted 30.000 depositor!'>. Effective
immediately. firs t- time ho me buye r!'>
e ligible for O HOSP credits will be able

assistance recipients by $415 million on
a full-year basis. In 1989-90. O ntario
social assistance benefits will tota l $2.3
billion. an increase of 92 pe r cent since
1984-85. See Budget Pape r 0 for
additional background informatio n.

These refo rms rep rese nt a major
economic as well as social investment.
The Minister of Commu nity and Social
Serv ices and I have agreed that during
the implementati on of these reforms we
will provide for an independent review
of their effectiveness.
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In add ition. social assistance benefits
will be increased o n average by six per
cen t on Ja nuary .1. 1990.

With these measures, the Gov ernment
will Inc re a se sup po r t fo r soc ia l

T he Ministry of Community and Social
Services will impleme nt cha nges thai
focus on improvements 10 benefits for
fam ilies and children. and thai provide
all recipients with greater opportunities
for indepe ndence . These ch anges
include increased benefits for ch ildren.
redesigned an d enric hed shelter benefit!'>,
im p ro v e d e m p loy me n t s u p p o rt
programs. and removal of barriers which
serve as disincen tive!'> to work.

Ontario now p rovides among th e
highest levels of social assistance
benefits in Canada. Fo r e xa mple .
Ontario provides the highest level of
be nefits for single parents and disabled
indi vidual s . The Go ve r n ment is
committed to helping recipients attai n
greater econo mic self-sufficie ncy and .
therefore . has decided to strengthen
social assistan ce.

. ~-,



to obtain a full refund of the Land
Transfer Tax for homes priced up to
$150.000 and a partial refund for homes
priced up to $200.000. On a full-year
basis. this program will provide $to
million in refunds.

The $2 billion in Canada Pension Plan
(CPP) funds made available in the 1988
Budget for the Homes Now program has
been fully committed. To further assist
the non-profit sector with lower-cost
mortgage financing. additional funds
will be made available to bring the total
commitment to $3 billion. A further
$90 million will be provided annually to
support the operation of the non-profit
housing units made possible by this
lower-cost mortgage financing.

This Budget's infrastructure initiatives
will greatly assist in accommodating
growth by reducing impediments to the
development of land for housing. In
addition. the Government is working
closely with municipalities and the
building industry to streamline the
planning and development approval
processes.

Reflecting the Government's many
affordable housing in itiat ives, Ministry
of Housing expenditures will reach $537
million in 1989-90. an increase of 28 per
cent over the past year.

The shelter subsidy program available to
individuals and families receiving social
assistance will be redesigned and
enriched to provide additional assistance
to those most in need.

Assistance for Disabled Persons

The Government is committed to
assisting disabled citizens to participate
fully in the economic and social
activities of this province. Over the
next two years. additional funding of
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$10 million will be made available for
the Ontario Home Renewal Program for
Disabled Persons. This program
provides interest-free loans for special
modifications to homes.

A five-year. 538 million initiative to
provide disabled persons barrier-free
access to all Ontario Government
buildings will be introduced. The
Budget also allocates an additional $5
million in 1989-90 to fulfil the
Government's commitment to improve
transportation services for seniors and
disabled people throughout the
province.

Safe and Secure Communities

I am announcing additional funding for
a number of measures contained in the
Th rone Speech to provide safe and
secure communities.

The extent to which illegal drugs have
affected the lives of the people of this
province was identified by the Task
Force on Illegal Drug Use in Ontario
chaired by Ken Black. MPP . An
additional $37 million will be provided
over two years for a wide range of
activ ities including community based
initiatives, drug abuse rehabili tation and
increased law enforcement.

The Government will allocate an
additional $12 mill ion to assist with
reform of the court system and $10
million to fund security and other
renovations of court houses across the
provmce.

For 1989-90. Ontario's contribution to
the Legal Aid Plan will be increased by
25 per cent to 5123 million to ensure
that low-income individuals have access
to advice and legal representation . In
addition. $2.5 million will be provided
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Entitlements for SChool Capital
1984·85 to 1989..9O

An addi t iona l $ I milli on will be
p ro vided to improve se rvic e s In
Ontario's public libraries.

Municipal Grants

T ransfer paymenIS to the mun icipa l
sector in 1989-90 will Iota I $4.5 bi llion.

The Go ver nmen t is com mi tted to
ensuring equ itable access to fina nc ia l
resou rces for the publicly funde d school
syste ms. Beginning in 1990. the local
tax base will be shared equitably by all
school boards in the same area. This
initiat ive will be phased in over six
years. at an annual cosr to the Province
of up to $ 180 mill ion whe n fu lly
implemented.

In the 1988 Budget. the Government
responded 10 local needs for schoo l
facilities with a S900 millio n. three-year
commitment to school construction and
renovation. This commitment has been
extended to $1.2 billion over four years.
Since 1984-85. more than $2.4 bill ion in
sc ho o l c ap ita l p ro je cts ha s been
committed. To furthe r accelerate school
construction. $300 million in Provincia l
fund ing for 1990-91 pro jects will be
advanced this fiscal year.
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Local Government

to expand the nu mber of commun ity
legal a id clinics.

The Government is respond ing to the
recommendatio ns of the Task Fo rce on
Race Relations with $1 2 million over
two years to promote racial equality in
poli ce e mployment practices and greater
access to se rvices. and to improve the
relatio nship bet.... een the po lice and the
comm unity.

The Government will add $7.8 million
to expa nd program s t ha t p re vent
violence against wo men and chi ld ren
and to provide additiona l support to
victims.

The Throne Spee ch con t ained
sign ifican t measures to improve the
quali ty of educat ion in Ontario. This
Budget funds the first -ye ar costs of
i n it i a t i v es tha t se c u r e future
opport uni ties for all our children and
excellence in education from junior and
senior kindergarten th rough secondary
school.

Su pport for these programs will be
phased in over five years beginning in
S e p t e m b er 19 90 . O nc e full y
im plemented. up to $194 million per
year in operat ing grants will be made
available by the Province. In addition.
$1 00 million will be available for related
capital projects .

A further $60 million in capital funding
will be provided over a five-year period
for the re new a l o f technological
educ ati on in seco nd a ry sc ho o ls.
Fu nding will be avai lab le begi nn ing in
1990-9 1.

Education Innovations



an increase of 8 per cent. or $333
million over las t year. Transfe rs to
municipalities for general we lfare fo r
individuals and fam ilies in need will
increase by 13.6 pe r cent. This increase
includes add itiona l assistance for the
enriched benefits provided in response
to the recommendations of the Socia l
Assistance Rev iew Co mm itt ee . In
ad di tion. fund ing for tra nsit fac il it ies
w ill increase by 16 .6 pe r c e n t .
environmental services by 23.7 pe r cent.
and child care services provided in day
nurseries by 16.6 pe r cent .

The Province ad vanced $413 million of
19 8 9 - 90 Unco n di tio na l G ra n ts
entitle ments to municipalities in 19&8
89. T his action provided a cash flow
advantage to mun icipalities.

Capital Financing

Municipal ities and school boards need
more reso urces for schools . ro ad s.
sewers. a nd other infrastructure [0

acco m mo d ate development. The
Government ha s co mplet ed extensive
co ns u lta t io n o n the Green Paper
e nt it led " F inancing Growth-Re la ted
Capital Needs" that explored a number
of opt ions fo r finan cing this
infrast ructure . The Mini st er of
Mun icipal Affai rs will in trod uce the
Development Charges Act. wh ich will
give mu nici palities and schoo l boards
the opt ion of establishing lot levies for
the local share of growth -related capital
projects.

School boards currently ra ise capita l
fund s from p roperty taxes a nd
debentu res. In addition to the option of
lot levies. school boa rds will be given
the fur ther option of accessing up to
$200 mi ll ion in lo wer-cost C a nad a
Pension Plan funds. T hey will also be
e ncouraged to consider pay ments- in 
kind and other innovat ive financing
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arrangements with develo pers . T he
Development Charges Act will prov ide a
permissive leg islative fr amewo rk for
mun icipa litie s' front -end fina nc in g
arrangements an d will bring struc ture to
existing lot levies.

With the Government ' s othe r initiatives
in th is area. these financi ng alte rna tives
sho u ld redu ce the im pedi me nts to
ap proval of land for ho using and ease
the ad justment to rapid growth .

I would like to thank municipalities for
their co-opera tio n in hold ing lot levies
constant during the consulta tion pe riod.
I would urge municipalities to consider
the intent of the Development Charges
Act in establishing their lot levy po licies
over the ne xt few months.

More detai l may be found in Budget
Paper E.

Agricultural Initiatives
The agric ulture ind ust ry in Ontario
continues to fa ce a c h a ll e ngi n g
economic enviro nment . In addition to
$220 million in sa les and fuel tax rebates
and exemptions. O ntario provided $524
million in expenditures in support of the
agricultural community in 1988-89.

Direct finan cial assistance to agriculture.
incl udi ng property tax reba tes. lo w
inte rest loa ns and co mmod ity p r ice
supports. has more than doubled (1 10.8
per cent) from 1984-85 to 1988-89. and
in 1989-90 will total $239 million . A
five -year. $55 mi lli on prog ram to
provide greater suppo rt for the red meat
ind ustry will be introduced. Assistance
to new farmers under Farm-Sta rt will
increase to over $ 11 milli on th is yea r.
T he Farm Property T ax Rebate Program
will be ta rgeted to assist those engaged
in fu ll-time farming activities.
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Other suppo rt to the agricu lt ural
community includes the bala nce of a
$10 millio n contribution to a $40 million
joint extension of the fede ral-provincial
Tobacco Exit Assistance Program. and
$29.5 million for programs in support of
adjustments in the wine and gra pe
industry.

In recognition of the importa nce of
environmental protection . t h e
Government introduced the Land
Stewardship Soil Conservation Program
in 1987. This program provides
technical and financial assis tance to
farmers for soil conservation. In 1989
90. funding for la nd conservat ion
management will increase by $3.3
million to $12.3 million.

Enriching Ontario's Cultural
Environment

In recog ni tion of the economic
importance of Ontario's cultural sector.
and its unique ability to foster creativity
and innovation. this Budget provides an
additiona l $25 million to a variety of
orga n izations and institutions th at
cont ribute to Ontario's rich cultural
environment. This funding will make
possible the extension of TVOntario
service in Easte rn Ontario; additional
support for artists and arts organ izations
throug h the O ntario A rts Co unc il;
grea ter support for international touring
by the National Ballet and the To ronto
Symphony; funding fo r the International
Telecom mun icatio ns Discovery Centre;
and capital improvements to the Royal
On ta rio M useum , th e McMi chael
Canadian Art Collect ion . th e Royal
Botanical Gardens and Science North.

Public Sector Pensions

The fully-indexed pension be ne fi ts of
our teachers and p ubli c servants are
among the best in No rth America.

Howe ver. expert reports have indicated
serious shortcomi ngs with the financing
of thei r indexation benefits.

Legis lat io n will be in tro d uce d to
provide necessary fina ncial reforms.
One consolidated pension fund will be
established for the teachers' plan and a
separate consolidated pension fund will
be established for the public service
plan. To sustain future benefits, the
Gov ernm ent will increase its
contribution by one percentage point.
Public servants and teachers will be
required to prov ide a matching
contribution. Over the next 40 years.
the Government will pay for past
defici ts estimated to total $5.7 billion.

The plans will be permitted to invest in
market securities and the contribution
rate has been set on this basis. Benefit
improveme n ts broug ht about by
Ontario's recent pension reforms will be
embod ied in the legislat ion . T h is
Budget allocates fund ing to place the
plans on a sound fi nancial footing.

Bu dge t Paper F conta ins further
information o n the pension plan reforms
and the implications for the Province's
financing arrangements.

Federal-Provincial Issues

The federal budget included red uct ions
in federal suppo rt for health care and
post-secondary ed ucation; deferral of the
Ca nada Chil d Care Bill ; increase d
federal excise and sales taxes, personal
income taxes, and corporate taxes; and
a lt era tions to t he Un e mploy men t
Insurance Program. The negative fiscal
impact on On tario of the fede ral budget
is estimated to be $560 million on a full
year basis.



Impact of the Federal Budget on Ontario's
FiM:al Poslnon
rs milli"n)

FuJI Year

Budget Statement 13

Federal Share of Health and Post
Secondary Education Spending in
Ontario, 1979·80 to 1988·89
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T he fed e ral budge t fur th er red uces
Canad a's commitme nt to the historic
partnership which has supported health
and post-secondary education. Previous
reductions intro du ced by th e fed era l
gove rnment to Esta blish ed Programs
Financi ng e ntitle me nts fo r O nta r io
amounted to ap proximately 5970 million
last year and will be about $1.2 billion
th is fiscal yea r. With the latest chan ges,
the federal share of these programs will
be red uced from a high of 51 pe r cent
in 1979-80 to less than 38 per cen t.

T he fede ral gov ern me nt ha s a lso
reduced by 50 per cent, its co mmitment
for regional econ omic development in
O ntari o.

Defe rral of the Canada Child Care Bill
is di sappo in t ing since th e fede ral
prog ram wo uld hav e co mpl eme nted
Ontar io' s co mmitment to chi ld care
a nno unced in th e New Directions
po lic y . H o we v e r, t he fede ra l
government will co ntinue to share costs
of child care program s u nder th e
Canada Assistance Plan .

T he federal governmen t's announced
i n t e n t ion to proceed with th e
implementation of a new federa l sales
tax has significan t implicat ions for
O ntar io's economy. social programs and
fiscal position . It is impo rtant that the
fed eral govern ment continue to wo rk
with the provinces and the territories to
minimize the duplication and co nfusio n
that it will create with the int roduction
of its new federa l sales tax.
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Revenue Measures
Ad d iti o na l rev e n ue measure s a re
descri bed in Budget Paper A. including:
changes to the lan d transfer tax, motive
fu el taxat ion. d r iver's licence fee s,
a lco hol levies , water po wer re ntal rates
an d retail sales tax rebates on alternative
fuel conversions and on vehicles for the
disabled ; introduction of unclaimed
property legislat ion and mining tax
instalments; and application of a debt
guarantee fee to Ontario Hydro .

Responsible Fiscal Management
" Pa y-as-yo u-go" co nti nues to be a
fu nda me nta l p rin c ip le guid ing the
Oovemrneru's fiscal policy. This Budget
prod uces the highest o perating surplus
in Ontario ' s history. which will fund 82
per cent of Ontario's largest ever annual
capital expenditure. Capita l investment
includes the Province ' s o wn capital
projects and its contr ibution to capita l
fo r hospi tals , coueges, unlvers tn es.
schools and muni cipali ties, as well as
capital spe nd ing undertake n by others.

I am pleased to report tha t Ontario will
hav e an operati ng surplus of $2.6 billion
in 1989-90. an d that the deficit has been
red uced by $911 million this year, to
$577 million , its lowest level in 15 years.

Spending Control
The Govern ment 's reco rd of respo nsible
fiscal man agement has been achieved
through its determi nation to control
spending. while rai sing the necessary
revenues to meet the need s of the
people of Ontario. The Province's per
capita spending remains lower than that
of four other provinces.

Last year 's Budget set a target of $500
million for in-year expend iture savmgs
and constraints. I am pleased to repo rt
that the ta rget has been ac hieved.
Details are presented in Budget Paper
C.

37.2 40.7 9.4More than 75 per cent of the increased
expend itu re requiremen ts this yea r are
dedicated to hea lth care. edu cat io n.
housing and social services.

Rne-nue

Defidllo Financ e Capital
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Conclusion

The Go ve r nm e nt is fo cussing its
resources to su p port Ont ar io 's
competitive position while responding to
the needs of those less able to help
t hemselve s . Sust a in a bl e a nd
envi ronmentally compat ible eco nom ic
growth is the key to im proving the
quality of life for all in Ontario.

This Budget keeps Onta rio competitive.
secu res the financing of hea lth care.
re fo r ms Onta rio 's ass istance to the
soc ial ly and e conom ical ly
di sad van taged. p ro vides fo r major
investments in transporta tion . supports
a clea ne r, healt hier envi ro nment a nd
funds the int roduct ion of educa t ion
innovations.

T h e Bu d g e t add resses th e
re c o mmen d a ti o ns of t he Socia l
Assistan ce Review Comm ittee . It
substa nt ially enriches benefits for
child ren and their families and includes
major increases to meet basic shelter
needs. At the same time. individuals
and families wi ll be ab le to take
ad va ntage o f new o pport u nities for
independence embodied in the ma jor
reform of the social assista nce system.

This Budget ensures the necessary
revenues are in place to secure the
future of Ontario's essential services.

The Budget provides individuals and
families with $1 billion in direct savings
and lower taxes throug h the elimination
of O HIP premiums.

All this is accomplished with Ontario ' s
futu re clearly in mind and with renewed
ded icati on to Ontari o ' s po li cy o f
co ntinued fiscal responsibility.

Budget Statement 15
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Budget Paper A:
Details of Revenue Measures
This Budget Paper provides further information on the revenue measures ou tlined
in the Budget Statement. For precise information the reader is ad vised to co nsult
the amending legislation.

Taxation Changes
The Income Tax Act

Rate Change
• T he rate of Ontario personal income tax levied under the Ontario Income Tax

Act is set at 53 pe r cent of Basic Federal Tax for 1990 and subsequent years.

• Ontario's tax rates correspond ing to the th ree federal lax brackets will be :

Ontario Personal Income Tax Rates"
as a Percentage of Taxable Income
1989 Taxable Income Brackets 1989 1990

Table 1

up to $27,803

$27,804 - S55,605

over $55,605

8.&4

13.52

15.08

9.01

13.71\

15.37

• Rate. do not include the impact of the Ontario Tax Red uction or the Ontario Surtn.

Ontario Tax Reduction
a The Ontario Tax Reduction Program has been enriched so that, for the 1990

and subsequent taxation years:

ind ividua ls with Ontario income tax otherwise payable of $166 or less will pay
no Ontario incom e lax; and

individuals with Ontario income tax between $166 and $250 will have Ontario
tax reduced by an amount equal to $500 minus twice O ntario income tax.

All enquiri es regarding personal income tax cha nges should
be direc ted to:

Ta xat ion Policy Branch
Mini st ry of T reasury and Econom ics
4th Floor, Fros t Build ing South
7 Oueen's Park Crescent East
Toronto , O nt ario
M7A IY?
(4 16) 965-5738
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The Gasoline Tax Act

Rate Changes

• Effective midnight tonight. gasoline tax rates will be increased by o ne cent per
litre. to 10.3 cents per litre for unleaded gasoline and 13.3 cents per litre for
leaded gasol ine.

• Effective January I. 1990. gasoline tax rates will be increased by one cent per
litre . to 11.3 cents per litre for un leaded gasoline and 14.3 cents per litre for
lea ded gaso line.

• Effective mid night ton ight. the tax rate on aviation fuel will be increased by 0.22
cents per litre. to 2.1 cents per litre.

Exemption Remo ved

• Effective July 1. 1989. propane for use in vehicles licensed under the Highway
Traffic Act will be taxed at a ra te of 2.3 cents pcr litre. Effective January I.
1990. the tax on propane will be further increased by 2.0 cents per litre. to 4.3
cen ts per litre.

The Fuel Tax Act

Rale Changes

• Effect ive mid night ton ight. the general diesel fue l tax rate will be increased by
one cent per lit re. to 10.9 cents per litre.

• Effec tive midn ight tonight. the tax rate for diesel fuel used in railway
locomotives will be increased by 0.3 cents per litre. to 3.4 cents per litre.

All enquires regarding gasoline and fuel 13_ changes
shou ld be directed to;

Motor Fuels and Tobacco Tn Branch
Ministry of Revenue
P.O. Boe 625
33 King Street West
Osha...a. Ontario
L1H 8H9
I-R()()'263·19&9

The Retail Sales Tax Act

Tire Tax

• Effective June 1. 1989, a tax of $5.00 will be charged on the purchase of each
new. pneumatic tire. includ ing each new tire included in the purchase of a
vehicle.
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• Tires for commercial airplanes. production machinery. farm equipment, fire
fighting vehicles, wheelchairs. bicycles and toys will be exempt.

Tax on Fuel Inefficient Passenger Cars
• Effect ive Ju ly 1. 1989. new fuel inefficient passenger cars -- those with highway

fuel consumption ratings equal to or greater than 9.5 lures per 100 kilometres -
will be subject to a tax payable on purchase.

• Tax levels, based on highway fuel consumption ratings issued by Transport
Canada or car manufacturers, are as follows:

Schedule of Tax Levels on Fuel
Inefficient Cars

Highway Fuel Consumption Ratings
(UIOO km)

9.5 - 12.0

12.1·15.0
15.1 - IR.O

over 18.0

To.
($)

600
t ,200
2.200
3,500

Table 2

• The tax on fuel inefficient cars will be rebated for cars that are converted to
natural gas or propane use within 180 days of purchase. but only if the
conversion is to a single-use alternative fuel.

Clarification of Fair Value
• The definition of fair value in the Act will be amended to include the tire tax

and the tax on fuel inefficient passenger cars.

Expansion of Rebate for Alternatively-Powered Motor Vehicles
• Effective midnight tonight, the qualification period for receipt of a rebate of

retail sales tax on a motor vehicle converted to an alternative fuel is being
extended to 180 days, provided that the original written order for conversion is
placed within 90 days of the date of purchase of the veh icle, The rebate of
retail sales tax remains capped at $750 for a propane conversion and $1,000 for
a natural gas conversion.

Tax Relief for Vehicles Used to Transport Physically Disabled Persons
• For purchases made after May 31, 1989, the maximum rebate of retai l sa les tax

on vehicles purchased to transport physically d isabled persons will be $1.600 for
cars and $2,400 for vans.

Removal of Exemption for Pesticides and Fertilizers
• Effective June I , 1989. insecticides. fungicides . herbicides. rodenticides and

fertilizers will be subject to retail sales tax .
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• Purchases of these products by farmers will remain exempt from retail sales tax.

All enquiries regarding reta il S<11es ta ll: ch an ges sho uld be directed to:

Retai l Sales Tall: Branch
~inistry of Reven ue
P.O. Boll: 623
33 King Street West
Osha wa. Ontario
L1H llH7
1-1100-263- 19119

The Corporations Tax Act

Current Cost Adjustment for Pollution Control Equipment
• Effective midnight tonight. expend itures for the purchase of new air and water

pollut ion control equipment for use in Ontario will be elig ible for the Ontario
current cost adjustment.

• Eligible expend itures will include purchases of equipme nt described in Class 24
and Class 27 of the ca pital cost allowa nce sched ule.

• T he current cost adjustment will be available on a maximum of $20 million of
eligible expenditures on pollution cont rol eq uipment in anyone taxation year
for anyone corporation. For taxation years stradd ling midn ight tonight. this
ma ximum amount will be prorated according to the number of days in the
taxa tion year after midnight tonight.

• For short taxation years. the maximum will be prorated according to the num ber
of days in the taxation year.

• T he purchase is eligible for the current cost adjustment in the first laxatio n year
that capital cost allowance is claimable for it.

• The current cost adjustment rates are as follows:

For purchases made in 1989, 10 per cent;

For purch ases made after 1989.1 5 per ce nt.

All enquiries regarding corporate taxes should be directed to;

Corpo rations Tax Branch
Minist ry of Revenue
P.O. Boll: 622
33 King Street West
Oshawa. Ontario
L 1H 8H6
1-800-263-1989
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The M ining Tax Act

Instalment Payments
• Effective the first taxa tion yea r commencing after midnigh t to night, mine

operators will be required to pay monthly instalments of mini ng tax. payable on
the 25th day of each month.

• Monthly instalments will be based on the amount of mining lax payable for the
taxat io n year. Any balance of lax payable will be due two months after the end
of the taxation yea r.

• For short taxat ion years, the monthly instalments will be equal to the amount of
mining tax payable for the year divided by the number of months in the taxation
year.

• Interest at the rate charged on overd ue balances for mining tax will apply to
deficient instalments and will be cred ited for overpayments.

All enquiries regarding mining tax cha nges should be directed to:

Corporations Ta x Branch
Ministry of Reven ue
P.O. Bo x 622
33 King Street West
Oshawa, Ontario
L1 H 8H6
1-800-263-1989

The Land Transfer Tax Act

Rate Changes
• For real estate transactions registered after May 31, 1989, land transfer tax rates

will be changed as follows:

the 1.5 per cent rate on the value of co nsiderat ion in excess of $250,000 will
be extended to all property: and

a new 2.0 per cent rate will be added on the value of consideration in excess
of $400.000 for residen tial properly with one or two single fami ly units.

Land Transfer Tax Refund
• For real estate transactions registered after midnight tonight. Lan d T ransfer Tax

refunds will be provided to first-time ho me buyers who ha ve opened Ontario
Home Ownership Savings Plans (OHOSP) and who eit he r would qualify for
OHOSP tax credits in the year their OHOSP is released for the purchase of a
ho me. or have rece ived OHOSP tax credi ts in eithe r of the preceding two yea rs.
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• Full refu nds of Land Transfer Tax will be provided 10 el igible purchase rs of
homes priced up to $1 50.000.

• Partial refunds of Land Transfer Tax will be provided 10 eligible purchasers of
homes priced between SI5O.000 and $200.000.

• T he refund may be claimed by filing ap propriate documentation with the
Ministry of Revenue.

• Eligibility for the Land T ransfer Tax refunds will be limited to residents of
O ntario at the time of the purchase. who are 18 years of age or over. who have
nor previously owned an interest in an eligible home anywhere. and who either
wou ld qualify for OHOSP tax credi ts in the yea r thei r O HOSP is re leased for
the purchase of a home. or have received O HOSP tax credi ts in either of the
preceding two years.

• Eligible homes for the Lan d T ransfer Tax refund will be those that are
qualifying eligible homes for O HOSP pur poses.

All e nquiries regarding land Iransfer tax changes should be
d irec ted 10:

Motor Fuels and Tobacco Tax Branch
~ini st ry of Re...enue
P.O . Box 625
33 King St reet Wl:$l
{kha...a. O ntario
L1H 8H9
t-800--26J. t989

Commercial Concentration Levy

• Effective Jan uary I. 1990. an annual tax levy of St.OO per square foot
(approximately $10.75 pe r square metre) wilt be assessed on:

all co mmercia l property and associated parking with gross area exceed ing
200.000 square feel (ap proximately 18.600 square met res); and

- all co mmercial park ing lots and parking garages;

loca ted within the Greater Toronto Area. wh ich consists of the region al
municipal ities of Durham, Halton, Peel , York and Metropolitan Toronto.

• Commercial properly includes hotels and associated parking.

• Exemptions will include warehouses. race track s. industrial property and
trucking de po ts.

• Other exemptions from the Comme rcial Co ncentrat io n Levy parallel the
exemptions defined in the Assevsme nt Act and assoc iated Private Acts.

• T he levy will be payable semi-an nua lly.
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All enquir ies regarding the commercial concentration levy should
be directed to:

Assessment Services Division
Ministry of Revenue
P.O. Box 62 7
33 King Street West
Oshawa, Onta rio
L1H 8H5
1-800-263-1989

Health Care Refinancing
Effective January 1, 1990, Ontario Health Insu rance Plan premiums will be
eliminated and replaced by the new Employer Health Levy (EHL).

Elimination of OHIP Premiums

Groups
• Groups are required to remit premiums monthly up to and includ ing payments

due in December 1989.

Individuals Paying Directly
• Individuals are required to remit premiums up to and including payments due in

December 1989.

• Fo r individuals who are required to remit In November or December of 1989.
the premium will be prorated as follows:

the November payment will be two-th irds of the amount of the quarterly
payment otherwise payable;

the December payment will be one-third of the quarterly payment otherwise
payable.

• Ministry of Health billings will reflect the reduced premiums for November and
December.

Premium Assistance
• Applications for premIUm assistance will no longer be required beginning

January 1, 1990.

Registration
• Although premiums will be eliminated at the end of December 1989, all

individuals will be required to notify the Ministry of Healt h of any changes (e.g .,
marriage , divorce, change of address) affecting registration.
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All enquiries regardi ng O HIP premiums and registratio ns
should be directed to the nearest O HIP offl,ce o r to:

Caims Payment Division
Ministry of Health
Macdona ld Ca rtier Building
49 Place d 'Armes
P.O, Box 48
Kingston. O ntario
K7L SJ3
(613) 548·7878 (Kingston )

Employer Health Levy

Description
• For eac h O ntario employer. thc applicable Emp loycr Health Levy (EHL) rate is

applicd 10 the total ann ual amount of gross wages an d salaries and other
rem uneration paid by the employer.

• EHL rates will be as follows;

Em ployee- Health Levy Rates
Total Annual Gross Wages, Salar ies

a nd Other Remunuation
($)

O · 200,000

200,00 1 • 400,000

over 400,000

Rate
(%)

.98

grad uated rates

1.95

Ta ble 3

Mandatory Monthly Instalments

• Employers will be required 10 pay mandatory monthly instal ments on the basis
of the applicable rate muhiplicd by the gross sala ries. wages and other
remuncrat ion for [he previous month.

• The fi rst instalment must be paid to the Ministry of Revenue in January 1990.

• T he feasibility of modifying the instalment schedule for certain smalle r
employers will be examined later in 1990.

• Employers will be required to file an annual stateme nt reconciling the rotaI
instalments paid during the preceding year with the actual EHL payable for thai
yea r.
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All enquiries regardmg the Employer Health Levy
should be directed to:

Revenue and Operat ions Research Branch
Min istry of Revenue
33 King Street West
Oshawa. Ontario
LUI 8HS
1-800-263-1989

Other Revenue Changes

Fees and Licences

Passenger Vehicle Registration Fees
• Effecti ve for regi strat ion renewals commencin g August I. 1989, ann ua l

registration fees for passenger vehicles in Southern Ontario will be increased as
follo ws:

Passenger cars and commercial motor vehicles weighing 3,000 kilograms or
less used for personal purposes, 10 $66 from $54:

Motorcycles and mopeds, to $36 and $12, respectively, fro m $30 and $9.

• Effec t ive for regist ratio n re new als co mme ncing August 1, 1989, an nua l
registration fees for passenger veh icles in Northern O ntario will be increased as
follows:

Passen ger cars and co mmercial malar veh icles weighing 3,000 kilograms or
less used for personal purposes, to $33 from $27;

Motorcycles and mopeds, to $18 and $12, respectively, from $15 and $9.

• Effective for registration renewals commencing Dec ember 1, 1989, annual
registrat ion fees for veh icles registered in the Greater Toronto Area will be
increased as follo ws:

Passenger cars and commercial motor vehicles weigh ing 3,000 kilograms or
less used for personal purposes, to $90 from $66:

Commercial motor vehicles weighing 3,000 kilograms or less, to $90 from $81;

Motorcycles, to $48 from $36;

Buses, school buses and farm vehicles will have the bottom ran ge of thei r fee
schedules adjusted to ensure the minimum registration fee is $90.

(The Greater Toronto Area consists of the regional municipalit ies of Durham ,
Halton, Peel, York and Met ropolitan Toronto.]
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Driver 's Licence Fee
• Effective Au gust I, 1989, the driver 's licence fee will be increased from $21 to

$30 per three-yea r period .

All enquiries regarding fees and licences should be directed to:

Licensing and Contro l Bra nch
Minist ry of T ransportatio n
Main Floo r, East Building.
2680 Keele Street
Downsvlew, O ntario
M3M 3E6
1-800-263- 1989

Revenue from Spirits, Wine and Beer

• T he volume levy applied to beer will be increased to one cent for every 131.58
millilitres.

• T he levy applied to each one lit re of spirit and wine coolers will be red uced by
10 cents to 14 cents.

• Proportionate cha nges to these levies will ap ply to all other bottle/package sizes
of these products.

• A new environmental levy will be applied to all beverage alcohol con tainers for
which there is no de posit/recycling system . T he amou nt of the levy, includ ing
retail sales tax, will be five cen ts per container.

• Brewe ries prod ucing 50,000 or fewer hectol itres of beer annually on a world
wide basis will be liable for only one-ha lf of the current manu factu rer's licence
fee. This special rate will be in effect until June IS, 1991. Between Ju ne 15,
1991 and June 15, 1994, this special rate will be restored 10 parity with the
prevailing manufactu rer's licence fee in three eq ual steps.

• T hese changes affect shelf prices June 19, 1989.

All enq uiries regarding these changes should be directed to:

Liquor Control Board of Ontario
Communications Office
55 La keshore Boulevard East
Toronto, O ntario
MSE IA4
1-800-668-5226



26 Ontario Budget 1989

Other Program Changes

Ontario Home Ownership Savings Plan
The following changes to the Ontario Home Ownership Savings Plan (OHOSP)
will enhance the attractiveness of the program.

• The liquidity restriction on eligible OHOSP investments will be removed
thereby allowing financia l institutions to offer fixed -term investments such as
Guaranteed Investment Certificates in addition to demand deposits.

• The early release of plan assets prior to closing will be permitted where interim
payments to a builder are part of the agreement of purchase and sale.

• Tax credits will not be recovered when a plan holder acqu ires an interest in a
home as a result of marriage or inheritance.

• The restrictions disallowing participation in the program to individuals whose
spouse owned a home pr ior to marriage will be removed .

All enquiries rega rd ing changes to the OHOSP program should
be directed to:

Guaranteed Income and Tax Credit Branch
Ministry of Revenue
P.O. Box 624
33 King Street West
Osbawa, Ontario
L1H 8H8
1·800- 263-1989

Unclaimed Property Program
The new unclaimed property program will require holders of unclaimed property
to transfer the property to the Public Trustee.

Types of Property Affected
• The legislation will apply to intangible property. This includes bank. loan. trust

and credit union deposits. wages. royalties. corporate shares and dividends.
money orders, and insurance deposits and proceeds.

Holding Period
• After a holding period which will vary depending on the type of property, the

holder of properly for which the owner cannot be located will notify the Public
Trustee.

Advertisement for Owners
• Based on this notification. the Public Trustee will advertise for the owner in all

Ontario daily newspapers.

• A list of owners will also be published in the Ontario Gazette.
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Return of Property by Holder
• Owners who come fo rward will be referred to the holder to cla im thei r

property.

Transfer of Property 10 Province
• Property that rema ins unclaimed after the Public Trustee has advertised for the

own er will be turned over to the Province.

Property Held in Perpetuity
• The property will be converted to cash an d the Prov ince will hold the cas h

value of the pro perty in perpet uity for the ow ner.

• If the owner establishes his or her claim to the property, the cash value of the
property will be returned. Interest will be paid to the owner. However, an
admi nistrati on fee will be charged .

All enquiries rega rding the Unclaimed Property Program
should be directed to:

Taxat ion Policy Branch
Ministry of Treasury and Economics
4th Floo r. Frost Building South
7 Q ueen's Park Crescent East
Toronto, Ontario
M7A IY7
1-800-263-1989

The Power Corporation Act

Ontario Hydro Debt Guarantee Fee
• Ontario Hydro will be required to pay an an nual debt guaran tee fee. The fee is

set at a rate of one half of one per cen t (50 basis points) and is to be applied to
Hydro 's total Provincially-gu aran tee d debt ou tstand ing, as well as o n all
outstand ing sums ad vanced to Ontar io Hydro by the Province as of the previous
December 31.

• The fee for 1989 will be based on the de bt ou tstanding, guaranteed or advanced
by the Province as of December 31, 1988, and will be prorated on the basis of
the number of days in the yea r sub~quent to midnight tonight.

All enquiries regarding the Ontario Hydro Debt Guarantee Fee
should be d irected to :

Finance Policy Branch
Minist ry of Treasury and Economics
2nd Floor, Fros t Building North
95 Grosvenor Stree t
Toro nto, Ontario
M7A"Y7
(416j %>5786
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Water Power Rentals
• Effective January I , 1990. private lessees of provincial Crown lands which are

used for hyd ro elect ricity generation will be subject to a ne w levy on installed
generating capacity which has been in service for mo re than 10 years.

• The capacity levy will be in add ition to the existing water ren tals charge based
on energy production.

• T he rate of the capac ity levy will be the same as that paid by Ontario Hydro .

For 1988 this was $10.9566 per insta lled kilowatt.

The rate is increased annually by the rate of inflat ion.

All enquiries regarding water power rentals should be directed to:

Coordinator, Water Power Resources
Lands Management Branch
Minislry of Natura l Resources
Whitney Block, Roo m 6610
99 Wellesley Street West
Toronto, Ontario
M7A l W3
(416) 324-4941
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Summary Tables

1989 Budget Impact Summary
Ontario Revenue Changes
($ million)

Table 4

1989-90 Full Year

36 237
---i!) 3S -.12) 22R

145 297

30 40
6 R
0 (1)
0 1
9 12
3 48 4 64

(3 ) (5)

' 0

30 40
--.m 22 .J.!Q) 30

62 125

'39 739Impact of Taxation Changes

Taxation Changes
Personal Income Tax

Rate Increase
Ontario Tax Reduct ion

Gasoline and Fuel Taxes
Retail Sales Tax

T ire Tax
Tax on Fuel Inefficient Cars
Alternat ively-Powered Vehicles
Vehicles fo r Physically Disabled
Pesticides and Fert ilizers
Beverage Alcohol

Corporations Tax
Mining Tax
Land Transfer Tax

Rate Changes
Refunds

Commercial Concentration Levy

Health Care Refinancing
OHIP Premiums
Employer Health Levy

(5 15)

549

(1,843)

2,114

Impact of Health Care Refinanclng~ 34 271

Other Revenue Changes
Fees and Licences

Veh icle Registration Fees
Driver 's Licence Fees

LCBO Profits/LLBO Licences

54
12 66

23

105
19 124

29

Impact of O ther Revenue Changes " 153

Other Program Changes
Unclaimed Property Program
O ntario Hyd ro Debt G uarantee
Wate r Power Rentals

25
' 0

1

2S
138

4

Impact of Other Program Changes 106 167

Total Impact of Revenue Changes 568 1.,330

() tndk a te . a ....venu. 10""
• tncludu the impact on Provincia l P• .....,nal Income Tn and Cor pora to. [ncom" Tn re" . nuos.
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1989 Budget Impact Summary'"
Distribution
(S million)

People
OHIP Premium Replacemen t
Gasoline and Fuel Taxes
Vehicle Registration Fees
Personal Incom e Tax
Beverage Alcohol
Land Transfer Taxes

Environmental Taxes
Driver 's Licence Fees

Tota l Impact on People

Business

OHIP Premium Replacement
Gasoline and Fuel Taxes
Vehicle Regist ration Fees
Commercial Concentration Levy
Land Transfer Taxes
Environmental Taxes

Miscellaneous
Total Impact on Business

Other Programs
Unclaimed Property Program

Ontario Hydro Debt Guarantee Fee
Water Power Rentals

Total Other Programs

* Indude, Ihe im pacl of redera l a nd I'ro ' incial Corporate Income Tax and P..",nallncome Tax.

Full Year

( 1,000)
187
87

228
24

(5)

56
19

(404)

SS3

77

13
88
25

7
(I )

762

25
138

4
167

Table 5
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Ontario Tax Expenditure Changes
C hanges to O ntario tax expend itu res conta ined in this Budget are sum marized In

the follo wing table. A detailed list of Ontario tax expend itures can be found In

the 1988 Economic Outlook and Fiscal Review.

1989 Budget Impact Summary Table 6
Changes to Ontario Tax Expenditures
($ million)

1989·90 Fil II Year

Employer Health Levy
Reduced Rate for Small Business (46) (190)

Person al Income Ta J(
Ontario TaJ( Reduct io n Enrichment (I ) (9)

Cor porations Tax
Current Cost Adjustment -
Pollution Control Equi pment (3) (5)

Reta il Sales TaJ(
Removal of Exemption for Pesticides
and Fertilizers 9 12
Cap o n Reba te for Physically
Disabled 0 I
Alte rnatively-Powered Vehicles 0 ( I )

Land Transfer Tax
Refunds (8) ( 10)

Gaso line Tax Act
Propane Exemptio n Removal" 6 II

( ) Indical.. a tax upendilu re increaoe.
• Based on Ihe ne w higher unleaded p ",l ine lax nle.
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Budget Paper B:
Economic Outlook
Ontario Outlook: 1989 Highlights
• O ntario's rea l Gross Domestic Prod uct (GOP) is forecast to increase by 2.8 per

cent in 1989. T his follows an increase of 4.9 per cent in 1988.

• Consumer price infl ation in Ontario is forecast to be 5.8 per cent in 1989.

CPI Inflation
1987 to 1989
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Real Growth
1987 to 1989

• The O ntario econ omy is expected to create 90,000 jobs in 1989.

• The unemploymen t rate is expected to average 5.2 per cent in 1989.

Job Creation
1987 to 1989

Unemployment Rate
1987 to 1989
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Key Factors
Ontario's economic performance is influenced by developments in other parts of
Canada and abroad . Exports of goods and serv ices account for 47 per cent of
Ontario's Gross Do mestic Product. Of these exports, more than 60 per cent go to
the United States and more than 30 per cent go to other provinces. Growth in the
United States and in the rest of Canada is thus essential to the economic health of
O ntario. Also ce ntral to the province 's eco nomic prospects are movements in oil
prices. exchange rates and interest rates. The following sections review the
out look for these key factors.

Internat ional Economic Environ ment

Underpinned by the swift recovery of consumer confidence from the stock market
crash and strong non-residential investment spending. real GOP in the industrial
count ries expanded at a 4.1 per cent rate in 1988. Strong demand for
manufactured goods and resources contributed to a 9.3 per cent increase in world
trade.

T he pace of expansion in most industrial countries is expected to moderate th is
year. Rapid growth through 1988 resulted in a substa ntia l tighten ing in labou r and
product markets. particularly in the United States. Inflat ion rates increased.
prompting central banks to raise interest rates. As the impact of highe r interest
rates is felt. growth in most countries will moderate over the second half of 1989.

pel' cent growth lro real output D 1987 D 1988g 198'1
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International EconomIc Outlook
1987 to 1989

u.s. J apan Western Europe

Th e economy of the United States, Ontario's most important export market. is
expected to continue to grow this year, albeit at a slower pace than in 1988. U.S.
rea l Gross National Product (GNP) is forecast to grow by 3 per cent in 1989.
compared to an increase of 3.9 per ce nt in 1988. Growth will be assisted by the
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rebound of agricultural production from last year' s d rought and the continued
healthy rate of expansion of business investment.

Recen t projections by the Internatio nal Monetary Fund indicate tha t real GOP
growth in Western Europe will fall to 2.8 per cent this yea r from 3.6 per cent in
1988. Japan's relatively strong performance will pe rsist . with the economy
expand ing by 4.5 pe r cen t in 1989 following a 5.7 per cent rise in 1988.

Rest of Canada

T he trend toward more ba lanced regio nal growth seen in 1987 an d 1988 is
expected to co ntinue this year. Real GOP in the rest of Canada is expected to
increase by 3.1 per cent in 1989, compa red to an increase of 4.3 per cent in 1988.

Con tinued but slower growt h in the rest of Canada in 1989 is expected to
contribute modestly to Ontario's interprovincial exports.

Oil Prices

O il prices have risen recently in response to renewed discipl ine within OPEC.
supply disrupt ions in Alaska and the North Sea and firm dema nd throughout the
ind ustrialized world. Oil prices will be stronger in the first half of 1989 and then
soften somewhat in the seco nd half as non-OPEC supply expands and industrial
demand eases.

• In 1989, the price of oi l delivered to Ontario is expected to average $17-S19
(U.S .) per barrel , compared to $16 (U.S.) in 1988.

• After helping to moderate inflation du ring the past three years. oil pnces will
ad d to inflationary pressures in 1989.

The Exchange Rate and Financial Markets

The steady rise in interest rates in both Canada and the U.S. since last spring
reflects the anti-inflat ionary stance of the Bank of Canada and the U.S. Federal
Rese rve Board.

• Since the beginning of 1988. short-term interest rates have risen by fou r
perce ntage points in Canada. and by more than three points in the United
States. T he Bank of Canada is expected to keep Canadian short-term interest
rates high relative to U.S. levels.

• T he wide d ifferential between Canadian and U.S. interest ra tes, coupled with a
further improvement in Canad a's terms of trade, is expected to support the
Canadian dollar in the 81-84 cent (U.S.) range ove r the balance of the year.

• T he I I per ce nt appreciation of the Can ad ian dollar vis-a-vis its U. S.
counterpart over the past two years will continue to adversely affect net exports
and co rporate ea rnings.



Economic Outlook 35

Overview of the Ontario Economy
After six years of very rapid growth, the Ontar io economy IS expected tc ,
expe rience a moderate slowdown in 1989.

• Real GDP in O ntario has risen by more than 40 per cent during the past six:
years.

• During this time, growth in the Ontario economy has ou tpaced growth in the,
rest of Canada.

Growth in Rear Gross Domestic Product
1983 to 1989
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• Ontario has also outpaced all the major industrial nat ions over the 1983-1988
period .

Comparative Rear Output Growth, 1983-1988
(6-year annual averages)
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The strength and duration of the current expansion has involved a shifting focus of
growth. with different sectors of the economy fuelling growth at various stages.
The initial phase of growth was led by a sharp rebound in auto exports, followed
by strong consumer spending. More recently , growth has been driven by a surge
in both residential construction and business investment.

Ontario's economic growth is expected to decelerate in 1989, reflecting the
expected slowdown in the residential construct ion sector. a deterioration in net
exports, and an upturn in the personal savings rate.

While the 2.8 per cent rate of real growth forecast for 1989 is less than the rates
achieved earlier in the current expansion, it is expected to be sufficient to generate
90.000 new jobs and thus maintain Ontario's annual unemployment rate near its
to-year low of 5 per cent.

The Outlook in Detail

Consumer Demand

Over the past four years. strong growth in personal income and a continued
decline in the savings rate fuelled strong consumer spending. As a result.
consumption has grown more quickly than personal disposable income.

Despite more moderate job creation and an upturn in the savings rate expected in
1989, growth in consumption is likely to remain healthy. especially in the first half
of the year.

• Highe r wages will partially offset the negative effect of slower employment
growth.

• Large tax refunds in early 1989 will support disposable income growth.

• T he very high levels of household debt relative to disposable income. coupled
with higher interest rates. will encourage consumers to pay down their debt and. .
Increase savmgs-

• Consumption will increase by slightly Jess than the growth in personal
disposable income.
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Real Consumption, Real Personal Disposable Income and the Savings Rate
1987 to 1989
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Growth in reta il sales is expec ted to moderate to 7.2 per cen t in 1989 from last
year's 7.7 per ce nt pace. The slowdo wn in retail sales reflects weaker auto sales
and the con tinuing shift in consum ption fro m goods to services.

Growth In Ontario Retail Sales
1987 to 1989
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Housing
In the past three yea rs. almost one quar ter of a million housing units were
completed, prov iding homes for more than 400,000 people in Ontario.
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Ontario housing starts totalled almost 100,000 in 1988, the second highest level
since 1973. New home construction rebounded qu ickly from a series of strikes
during the summer.

• Residential investment expenditures reached $19.8 billion in 1988, a 13 per cent
increase from the 1987 level of $17.5 billion.

In 1989, growth in residential investment spending is expected to moderate to 9.3
per cent , reaching $21.6 bill ion. A high level of housing act ivity in the early part
of 1989 is expected to give way to softness later th is year. Housing starts are
expected to reach 86,000 in 1989.

Housing Starts
1987 to 1989

Residential Construction
Expenditures, 1987 to 1989
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Business Investment

Investme nt spendi ng is expected to be strong in 1989 in response to continuing
growth in demand, healthy corporate profits and high capacity utilization rates.

• Pre-tax profits are expected to increase by to.1 per cent in 1989, follo wing a 15.6
per cent advance in 1988.

• The ave rage capacity utilization rate for all non-farm goods-producing industries
in Canada reached 89.8 last year, a post-recession high.

Businesses undertook an unprecedented level of investment last year, increasing
spending on plan t and equ ipment by 14 per cent. In 1989, business investment
spendi ng is forecast to rise a furt he r 11.7 per cent, to reach $32.4 billion .
Investment is expected to be particularly strong in the manufacturing, forestry and
commercial services sectors.
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Business Machinery and Equipment
Investment, 1987 to 1989
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• Non-residen tial construc tion spend ing is forecast to grow by 10 per cent in 1989,
after increasing by 12.6 per cent in 1988.

• Machinery and equ ipment spending is projected to increase by a solid 12.7 per
cent in 1989. following a strong 14.9 per cent increase in 1988.

Manufacturing investment is expected to increase by 16 per cent in 1989. Large
increases are expected in the rubbe r. pri mary metal . paper and allied products.
pet roleum and chemical sectors.

Trade

In 1989. the rate of growth in Ontario imports is expected to continue to outpace
export growth.

• Import growth will moderate to 5.4 per cent in 1989 from 9 per cent in 1988.
Strong increases in machinery and equ ipment investment and continued strength
in consumer spending will be the main factors contributing to on-going strength
in import growth.

• Ontario expo rts are expected to grow by 4.7 per cent in 1989, compared to an
8.5 per cent increase last year. Expo rt growth to the United States will be
limited by weaker growth in the U.S. economy and the 11 per cent apprecia tion
of the Canad ian dollar experienced over the past two years.
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Ontario Trade
1987 to 1989
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Employment and Prices
Labour Markets
A record 173,000 new jobs were created last year, reducing the provincial
unemployment rate by more than a full percentage point to 5 per cent.
Employment increased across the province, with centres that lagged in the earlier
years of the expansion experiencing the largest reductions in unemployment.

The unemployment rate will rise slightly in 1989, as employment growth
moderates.

• Employment is projected to increase by 90.000 in 1989.

• T he net increase in the labour force is expected to be 104,000.

• The unemployment rate is expected to average 5.2 per cent this year. up slightly
from 5 per cent in 1988.
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Unemployment Rates , Ontario and Canada
1987 to 1989
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Inflation

T he provi nce 's co nsumer price inflatio n rate fell to 4.7 per cent in 1988 from 5.1
pe r cent in 1987. primarily as a result of smaller increases in food prices and lower
costs for petroleum products.

In 1989, the Ontario inflation rate is forecast to rise to 5.8 per cent. Increases in
indi rect taxes in the recent federal budget. higher raw material prices, higher wage
increases and the impact of the 1988 drought will all contribu te to the increase.
However, the rece nt apprec iation of the Ca nad ian dollar against its U.S .
counterpart and the expected slowing in house price increases should partly offset
these inflationary pressures.

Consumer Price Index Inflation, Onta rIo and Canada
1987 to 1989

Ontario o ClInadii

I- -
~

f- .. u -
u -I- u

u

f- -

f- -
f- -

0

6

7

2

3

1

6

•

1987 rsee ' 909



42 Ontario Budget 1989

The Ontario Economy
1987 to 1989

1987 1. 88 1989 87/86 88187 89/88

S billion --------~!_£!~~----_ ._ ------------------------
Total Output

GrOM Demesne Prod uct 224.7 246.6 267.S 9.5 9.7 8.5
GOP (Constant 19S1 5) 169.9 178.2 IS3.2 4.5 4.9 2.8

Business I n~e!;tmenl

Machinery and Eq uipme nt 16.1 IRS 20.9 7.1 14.9 12.7

No n-Residentia l Construction 93 IO.S 11.5 11.4 12.6 10.0

Housing

Residential Construction 17.5 19.8 21.6 32.11 13.0 9.3
Housing Starts - Units (00<>;) 105.2 99.9 86.0

Other Components of Demand

Retail Sales 59.0 63.6 61U 10.5 7.7 7.2
Exports 106.9 116.0 121.4 1.1 85 4.7
Impor ts 94 ,4 102.8 108.4 1.5 9.0 5.4

Income

Perso nal Income 187.2 203.6 220.8 9.3 8.8 8.5
Co rporate Profi ts (before taxes) 26.6 30.7 33.8 20.2 15.6 10.1

Prices

Consumer Price Index (Canada) 4.4 4.1 5.2

Consumer Price Index (O ntario) 5.1 4.7 5.8

' 0 ,"

Labour Force (000s) 4.992 5,118 5,222 2.7 2.5 2.0
Employme nt (000s) 4.689 4,862 4,952 3 6 3.7 1.9
Unemployment Rate
(% of labour fo rce) 6.1 5.0 5.2

Sou,ce: On\;l"" M;n i~l 'y or T,ea,,, ' y ~nd P.conornic, .
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Budget Paper C:
Fiscal Review and Outlook

Introduction
This pa per:

• reviews the 1988-89 fiscal plan ;

• includes a ~ummary of the 1988-89 revenue and expenditure pe rfo rmance;

• presents the 1989~90 fi sca l outlook;

• explains the current status of borrowing and debt managemen t; and

• ou tlines comparative fi sca l measures .

1988-89 Fiscal Performance
The interim deficit estimated at SI,488 million is $56 million lower than in the
original Budget plan. The interim res ult is SI,OO I million below the $2,489
million deficit in the 1987-88 fiscal year.

1988-89 Budget Update Summary
( $ million)

Revenue

Expenditure

Deflcil

Table 1

BudRd In_yur
Plan Inl~rim Chang~

36,343 37.222 879

37.88 7 3S,710 82J

10544 1.488 (56)

The 1988.-89 operating position is est imated at a surplus of SI ,670 million
funded 61 per cent of capita l expend itures excluding capital advances.
operating surplus is S411 million higher than in the origina l Budget plan .

which
This

1988-89 Operating Position
($ million)

Revenue

Cu rren t Expenditure

Operating Surplus

Table 2

BudRd t n-year
Pla n Inlerim Cha nRc

36.343 37.222 87'

3S.0A4 3S,SS2 468

I.2S9 1.670 +411
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1988-89 Revenue
Reven ue in 1988-89 reflected strong economic growth in Ontario. Interim result s
indicate thai reve nues reached a level of $37.222 million, an increase of $879
million above the original Budget estimate. Almost all of this increase can be
attributed to in-year adjustments to the federa l forecast of personal income taxes.
Federal adjustments to in-year transfers amou nted 10 more tha n $ I bill ion .
Ontario has requ ested that improvements be made to forecasti ng methods used for
calcu lating provincial Personal Income Tax entitlements.

Person al Incom e Tax revenue was $1.065 million above the o riginal federal
forecast and reflects larger than antic ipated federal adjustments 10 current and
prior years', particu larly 1987 lax year. enuuements. The increase in Persona l
Inco me Tax was part ially offset by a net $25 1 mill ion dec rease in federal payments
under the Established Programs Fina ncing arrangement.

T he housing market continued to exhibit exceptional growth. contributing to a
$1 31 million improvement in revenue fro m the Land Transfer Tax. Gains in base
metal prices contributed to a heal thy profit performance in the mini ng sector and
a $90 million increase in Mining Profits Tax.

Higher than anticipated consumption led to a $16 mill ion increase in Gasoline Tax
re venue. Reciprocal Taxat ion revenues, whi ch represent [ax on fede ral
government purchases of goods and services subject to Ontario ' s Retail Sales Tax,
increased by $15 million .

Taxation revenue increases were partly offset by a decline from the forecast of
$107 million in Corporat ions Tax revenue. T he decline reflects refu nds in respect
of prior years an d lower than anticipated final payments in March. Other taxati on
reven ue sho rtfalls incl uded a $38 million decrease in Retail Sales Tax, a $16
million decline in Fue l (diesel) Tax and a $26 million decl ine in Tobacco Tax.
T hese declines reflect lower tha n forecast levels of co nsumptio n.

Non-taxation source revenues were $33 million be low the original Budget plan .
LCBO Profits experienced a decline of $56 million, primari ly from a lower than
forecast level of consumption and an ad justment to cash-flow arrangements. Lower
co nsumptio n also contributed to the $16 million decl ine in the estimate of LLBO
Fees and Licences. Lower than forecast water power charges and Crown timber
dues led to a $21 million decline in Royalties. Other decreases were experienced
in Fines and Penalties, and Vehicle Registration Fees.

These declines were partly offset by an increase of $16 million in Utility Service
C harges reflecting new or expanded service agreements with, and increased rates
cha rged to, municipalities. Increased tic ket sales in the latter part of the year
contri buted to a $20 million increase in Lottery Profits. O ther improvements
included a $20 million increase for Sa les and Rentals and $10 million for Interest
o n Investments.
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Payme nts from the federal govern ment declined by $213 million, large ly as a result
of the red uction in Esta blished Programs Financing payments described previously.
Other changes include a $37 mill ion increase in Ca nada Assistance Plan payments
due to highe r levels of Provincial spe nd ing o n cost-shared social assistance
programs.

Summary of In-Year Changes
to Revenue in 1988-89
($ mill ion)

Ta xation Revenue:
Personal Inco me Tax
Retail Sales Tax
Reciprocal Taxat ion
Corpo rations Tal(
Mining Profits Ta x

Gasoline Ta x
Fuel Tax
Tobacco Tax
Land Transfer Tax
Othe r Taxa tio n

see-rout
Other Reve nue:

LCBO Profits
LLBO Fees and Licences
Lottery Profits
Interest on Investments

Royalties
Utility Service Charges
Sales and Renta ls

Other

Sub-Total

Payments from the Federal Gover nment :

Estab lished Programs Fin anc ing
Canada Assista nce Plan

O ther

Sub-Tota l

Total In-yea r- Changes to Revenue

1988-89 Expenditure

Table 3

1,065
(3R)

\5
(107)

90

\ 6

( 16)
(26)

13\

~

1,125

(56)
(16)

20
iO

(2 1)
\6

20

---.W
(33)

(25 I)

31
\

(213)

879

T he Govern ment's fiscal stra tegy for 1988-89 included hold ing expe nd itures to the
$37.887 million Budget plan. The Plan included a $500 mill ion savings and
constraints goa l which was ach ieved, In addition. d uring the year, $377 million in
major unavoidable expend iture increases were also accommod ated within the
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original expendit ure plan . This was made possible through the reallocation of
resources from other areas. Interim expenditures for 1988-89 are estimated at
$38,710 million or $823 mill ion above the original Budget plan of $37,887 million.
T his increase is due solely to advance payment of 1989-90 entitleme nts to capital
assistance for colleges. universities and school boards and to Unconditional Grants
for municipalities.

Table 4 provides highlights of the in-year expen diture changes. An explanation of
the major cha nges follows.

The early payment of $300 mill ion in capital grants for 1 989~90 school
construction improved the cash now for school boa rds and will allow projects to
proceed more quick ly.

In order to assist colleges and universities with thei r capital construction and
reno vation programs, $110 million in Provincial capital support for 1989-90, was
paid in 1988-89.

The $41 3 million in Unconditional Grants advanced to mu nicipalities will prov ide
an interest benefit of up to $6 million to mun icipalities.

Ministry of Agriculture and Food expenditures were lower in 1988-89, mainly due
to $36 million in underspending in various farm income sta bilizat ion programs.
Stable pr ices for crops such as soybeans and corn required a lower level of
Provincial support. New programs were also introduced during the yea r to assist
farmers. includi ng support to the wine and grape industry, and herd drought
assistance. An additional $3.5 million was also provided to the tobacco producers
assistance fund .

T he Ministry of Community and Social Services received addi tional funding of
$96 million d uring the year. T he Family Benefits Program received $56 mill ion
in additional funding for required program entitlements. C hildren ' s Aid Societies
received additional caseload funding of $9 mill ion , while requireme nts for homes
for the aged increased by $11 million.

The Ministry of Health allocated an additional $89 mill ion for the operation of
hospitals, includ ing in-year hospital budget adj ustments for programs which had
previously been approved, as well as fund ing enrichments for hig h-demand
services such as dialysis, cardiovascular. and trauma programs. Increases in other
health services, including the Ontario Drug Benefit Plan , Emergency Health
Services, and the Extended Care Program. totalled $48 million . Funding for these
program increases were fully offset from within the Ministry's appropriation.
Reduced health facilities capital expenditu res reflect , in pa rt , slowdowns in the
construction industry which resulted from strikes ea rlie r in the yea r. O HIP
expenditures increased by 8.5 per cent over 1987-88, which was $83 million less
than budgeted.
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The Ministry of Natural Resources required an additional S40 million for labour,
supplies and services to fight forest fires in Northern Ontario during the summer
of 1988.

An additional 531 million was contributed to the Teachers' Superannuation Fund
(TS F) and the Teachers' Superannuation Adjustment Fund (TSAF), bringing total
Provi ncia l cont ribut ions to $393 million for 1988.s9.

Hi~hlights of In-Year Changes
to Expenditure in 1988-89
(5 millio n)

Increases:
Advance Payment$:
School Capital G rants
Capital Paymen" for Colleges and. Universities
UI'lCOnditiol'l3.1 Municipal G rants

Sub-Total

Operation or Hospitah
Other Hea lth Servicu
Family Benefits AWWlnce
O ther Social Service Payme nts
Extra Fire Fighting
TSF and TSAF - Provincial Contribu tions
Skills Training
GO Transit Bi-teve l Cars
Enviro nmental Clean-up and Protect io n
Frenc h Language Servtces Act Implementa tio n
New Agricultura l Programs

Sub-Total

"""'-'
Capital Project DeL1~

OHIP - Payments
Farm Income StabilluUion
Public Debt Interest
Various Other (net )

Sub-Tota l

Net Change

JOO
110
413

8.
48
56
40
40
3 1
26
14
12
11
10

( U7)
(83)
(36)
(22)

~

Table 4

823

317

(377)

823

T he 1988-89 expend itu re savings and constra ints target of $500 millio n was
achieved th ro ugh careful monitoring, management and control of expenditures by
Man agement Board in cooperation with all ministries.

Payroll alloca tions were const rained by two pe r cent, d irect operating costs by six
per cent and ministries were asked to identify savings in other programs for the
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balance. Selected operations such as courts adm inistration, psychiatric hospitals,
correctional insti tutions and the OPP were exempt from these reductions. In
achieving the target. administrative cost reductions of $119 mill ion were secured ,
with the balance of $381 million being realized across all government programs
including year-end savings.

Every ministry made a co ntribution to the savings target. Table 5 below provides
a list of the amounts contributed by each ministry.

Expenditure Savings and Constraints
Secured in 1988-89 (Target $500 million)
($ million )

Agriculture and Food
Attorney General

Office Responsible for Native Affairs
Citizenship
Colleges and Universities
Community and Social Services
Co nsu mer and Co mmercial Relations
Correctional Services
Cu lture and Commu nications
Education
Energy
En vironment
Financial Institutions
Government Services
Ueallh
Housing
Industry . Trade and Technology
Inte rgovernmental Affairs
Labour

Office Responsible fo r Wo men's Issues
Legislat ive and Executive Offices
Management Board
Municipal Affairs
Natura l Resources
Northern Develcpmenr and Mines
Office Responsible for Senior Citizens Affai rs
Revenue
Skills Development
Solicitor General
Tourism and Recreation
Transportation
Treasury and Economics

Tota l

Table 5

29
4
1
4

16

"7
8
5
4
6

I'
1

17
112

19
24

1

6
2
2
2
4

21

I'
3

15
23

7
9

29
63

500
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1989-90 Outlook

1989-90 Fiscal Plan

The fiscal plan for 1989-90 projects the defici t at $577 million. This deficit is $911
million lower than the 1988-89 interim forecast . Ihe lowest level since 1974-75.

1989-90 Fiscal Plan
(5 million)

Revenue

Expe nditure

DerH;it

Interim
1988-89

37.222

38.7 10

1,488

Budget
Plan

1989·90

40.7 13

41.290

m

Table 6

Per Cent
Change

9.4

6.7

The Province is expecting 10 ach ieve a net cash surplus of $478 mi llion in 1989-90.
This is an improvement of S572 million from the $94 million interi m esti mate fo r
net cash requirements in 1988-89.

Ontario 's planned operating surplus will increase by $989 million to $2.659 million
in 1989-90.

1989-90 OperatinA Position
(5 million)

Revenue

Current Expenditure

Ope rating Surplus

1989-90 Revenue

Interim
1988·89

37,222

35,552

1,670

Tahle 7

Budget
PI.n

1989·90

40,713

38M4

2,659

1989-90 reven ue is forecast at $40.713 million. an increase of 9.4 per cent or
$3.491 million above the interim 1988-89 level.

Base revenue growth is expected to co ntribute approximately $2.923 million of the
increase as a resu lt of continued strength in the economy. Budget revenue
measures are expected to yield u further $568 million.

Personal Income Tax payments are estimated to reach a level of S12.636 million in
1989-90. T his amount includes S14 million in revenue measures an d Ontario 's
estimate of $945 million for adjustments in respect of cu rrent an d prior tax years.
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Retail Sales Tax revenue is estimated at $8,679 million . This level reflects $48
million in reven ue measures and conti nued strength in the economy and consumer
spending.

Corporations Tax revenue is forecast to grow by $605 million to a level of $4.827
million. T his level includes a cost of $3 million in respect of pollution control
equipment under the Current Cost Adjustment. The fore cast is based on a
continued healthy corporate profi t performance and the matu ring impacts of tax
reform .

The new Employer Hea lth Levy is estimated to total $549 million in 1989-90.

Revenues from non-taxation sources arc estimated at $5.034 million, a dec rease of
$86 mill ion from the 1988-89 interim level. The forecast includes a decrease of
$494 million from discontinuing OHIP premiums and an increase of $162 million
from fees and licences revenue measures.

Payments from the federa l government are estimated to increase by 6.9 pe r cent to
$5,469 million , even though Established Programs Fina ncing cash paym ents, which
comprise the largest share of federal transfers, a re projected to increase by only 0.1
per cent to $2,676 million. The increase of 16.2 per cent in the estimate of
Canada Assistance Plan payments is based on higher planned levels of Ontario
spending on cost-shared social assistance programs including fund ing for programs
stemming from the measures taken to respond to the recommendations of the
Social Assistance Review Committee.

Details of 1989-90 revenues are found in Table C2.

1989-90 Expenditure

Prov incial expenditure in 1989-90 is estimated at $41,290 million. an increase of
6.7 Per cent over the interim 1988-89 level. T his includes $410 million in advance
payments of 199()..91 capital gra nts for co lleges, un iversities and school boards.

Major fund ing increases are planned for the ministries of Community and Social
Services, Health , Housing and T ransportation. Expenditure growth in these four
ministr ies will exceed $2.4 billion in 1989-90 over the interim 1988-89 level. The
large increases in funding for the ministries of Community and Social Services and
Transportation are in part associated with major new initiatives in response to the
Social Assistance Review Committ ee repo rt and the introduction of the
Transportation Capital Program. Significant increases in the Ministry of Heal th
will provide improved ongoing funding for hospitals , OHIP. the Ontario Drug
Benefit Plan and community-based health services . T he ongoing cost to the
Government of its existing co mmitments to the non-profit housing sector is the
major reason for increased Ministry of Housing ex pend itures.

For 1989-90, the target for expenditure savings and constraints has been set at $200
mill ion. T his amount is refl ected in the ove rall ex penditure plan .
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Housing Development Fund

The tabl e below reports on the status of the Housing Development Fund .
comparing capital expenditu res on housing-related activities with reven ues from
land sales. The actual flows for 1988-89 and a forecast for 1989·90 are detailed in
Table 8.

Housing Development Fund
(S million)

Balance ar Begin ning of Yea r

Land Sale Proceeds

Less: Expenditures. on Approved Proje<:u

Balance at End of Yeu

Table 8

Interim E5tl maled
1988·89 1989·90

0 "
45 30

27 "
18 0

Borrowing and Debt Management

In 1988·89 , the Province's financing require me nts were bo rrowed fro m the
Teachers' Superann uation Fund (TSF). The Province d id not borrow an y funds
from the Canada Pension Plan (CPP) for its own purposes.

In 1989-90, the Province expects a net cash surplus of $478 million since net cash
inflows of 51 ,055 millio n, ma inly fro m net depos its of the Pub lic Service
Superannuation Fund (PSSF) an d the Superannuation Adj ustment Fund (SAF) in
the period of Apri l I - December 31, 1989, exceed the deficit of 5577 million.

The Province is expected to borrow $1 bill ion from the TSF bet wee n April 1, 1989
and December 31, 1989. TS F funds and the net cash surplus will be used to retire
$454 million in maturing debt , of whic h S446 million will be appl ied to reduce
Ontario's CPP debt, and will allow the Province to reti re its Treasury bills of $650
million. Liq uid reserves are expected to increase by $314 million .

As discussed in Budget Paper F, the teachers' an d public service pension plans
will be permitted to invest all new net cash flows (rece ipts minus d isbursements)
in public capital markets from January I, 1990.

T he Province will require no borrowing fro m the CPP for its own purposes in
1989-90. The estima ted $1.2 billio n in cr r fund s to be offered to O ntario will be
available for the Homes Now program and school board capital borrow ing. As in
previous years, resid ual cpr funds will be offered to Ontario Hyd ro. In 1988-89
Ontario borrowed 5589 million from the cpr for O ntario Hydro.

As a result of the continued red uctio n in finan cing needs and increa sed debt
ret irements in recent years, the growth of the Province' s own-purpose debt has
slowed. Total debt is proj ected to grow by 2.4 pe r cent in 1989-90, well be low the
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gro wth rate of Provincial Gross Domestic Prod uct of 8.5 per cent. Interest costs
will take up a declining portion of reven ue in 1989-90 for the fourth consecutive
yea r. Public debt interest as a percentage of revenue is projected to decline to
to.5 per cen t in 1989·90. down from to.8 per cent in 1988-89 and well below the
peak of 12.4 per cent experienced in 1985-86.

Ontario Hydro's borrowing req uirements in 1989 will be $2.9 billion. including
$1.7 billion to refinance maturing debt. Hydro's 1989 bo rrowing plan has been
reviewed by the Government and will be monitored on a regular bas is.

Comparative Fiscal Measures
Ontario's fiscal performance can be assessed in terms of a number of common ly
used ind icators. A ten-year review of selected indicators is found in Table C8.

Ontario 's Operating Position

Th e operati ng posi t ion is the d ifference between reven ues a nd cu rre nt
expen ditures.

Ontario is projec ting an operating surplus of $2.659 million in 1989-90. an increase
of $989 million over the 1988-89 inte rim level of $1.670 mi llion. This surplus will
enable the Province to finance 82 per cent of its 1989-90 capital program from its
current revenues.

Ontario 's Operating Position
1979-80 to 1989-90
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Ontario 's Deficit

The Province's deficit reac hed a level of 53.189 million in 1982-83. but has since
decl ined to $1,488 million in 1988-89. and is forecast at $577 million in 1989-90 , its
lowest level in 15 years.
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Ontario's Deficit
1979-80 to 1989-90
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Debt Measures
O ntario 's total de bt is expec ted to be $39.9 billio n by the end of 1989·90.
Measured as a sha re of the econ omy. the debt burden has decreased over the past
several years. From a peak of 18.0 per cent of provincial gross domestic product
in 1983-84. total debt declined to 15.8 per cent in 1988-!i9. In 1989-90 total debt
as a share of the economy is expected to decline fur ther to 14.9 pe r cent, the
lowest ratio ach ieved since 1974-75.

Total Debt as a Share 01 the Economy
1979-80 to 1989-90
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Another meas ure of Ontario 's ability to carry its debt is the number of mon th!'> of
revenue that would be req uired to repay the total debt. T his number has fallen
steadi ly in the past six years. from 15.4 months in 19lB-84 to 12.6 months in 19~·
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89. In 1989-90. it is expected 10 fall fur ther 10 11.8 months. lower than In any
othe r yea r since 197()..71.

Months of Revenue to Repay Total Debt
1979080 to 1989-90
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Ontario's public debt inte rest costs are fo recast at $4,290 million in 1989-90.
O ntario ' s debt charges ex pressed as a pe r cent of revenue continue to decline
from a h. igh of 12.4 per cent in 1985-86 10 10.5 per cent in 1989-90. By
co mparison. federal public debt charg es are currently projected at 35 per cent of
federal revenue.

Public Debt Interest as a Per Cent of Revenue
1979-80 to 1989-90..-",------ - - - - - ----- - - - - - - --,
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Interprovincial Comparisons

On an interprovincial basis. Ontario 's current measures of fiscal perfo rma nce
compare favourably. For instance, at $1 58 per person , O ntario had the th ird
lowest deficit per capita among provinces in 1988-89.

DeficIts Per Capita
1988-89
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Financial Tables
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Statement of Financial Transactions Table Cl
($ million)

Budget
Interim Plan

1987·88 1988-89 1989-90
Revenue 32,453 37,222 40,713

Expenditure 34,942 38,7 10 41,290

Deficit 2,489 1,488 577

Other Accou nts (net)

Pension and Related Benefit Funds (C4) 824 'J06 741

Loans , Advances and Investments (C5) 225 100 5

Special Purpose Accounts (C6) 154 388 309--
Total Other Accounts (net) 1,203 \,394 1,055

Net Cash Surplus (Requ irements) (1,286) (94) 478

Financing

Non.Public Borrowing

Canada Pension Plan 42

Teachers ' Supe ran nuation Fund 1,620 1,620 1,000

Retirements (562) (420) (454)

Net Non-Public Borrowing 1,100 1,200 546

Public Borrowing

Treasury Bills/Debenture Issues

Relirements .J..!22) (500) (650)

Net Pub lic Borrowing (199) (500) (650)

Decreaw (Increase) in Liquid Reserves 385 (606) (374)

Total Financing (1 ,286) (94) 478
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Revenue Table C2
(S million)

Budget
Inter im Plan

1987-88 1988-89 1989-90

Taxation Revenue
Personal Inco me Tax1 9,859 11,687 12,636
Retail Sales Tax 6,305 7,776 8,679
Reciprocal Taxation 91 10' \15
Corporat ions Ta x 3,600 4,222 4,827
Emp loyer Healt h levy 549
Mining Profits Tax 13 \35 150
Gasoline Tax 1,035 1,230 1,394
Fuel Tax 291 309 345
Tobacco Ta x 639 750 646
Land Transfer Tax 477 63\ 632
Race Tracks Tax 75 79 83
Public Utilities Income Tax 9Q 54 85
Othe r Taxatio n 5 7 69

22,480 26,988 30,210

Other Revenue
OHIP Premiums 1,723 1,744 1,301
LeBO Profits 65\ 645 6Q'
Vehicle/Driver Registration Fees 506 509 587
LLBO Fees, Licences and Pe rmits 351 309 450
Othe r Fees and Licences 249 274 39'
Lon ery Profits 470 485 500
Inte rest on Investmen ts 295 263 265
Royalties \ 77 \87 206
Utility Service Charges \45 136 137
Sales and Renta ls 96 130 \21
Fines and Penalties 104 117 \87
Recoveries 40 46 26
Reimbursemen ts 14' \45 136
Miscel laneous 34 40 112

4,989 5,120 5,034

Payments fr om the Federal Government
Established Programs Financing 2,773 2,674 2,676
Extended Hea lth Ca re Services 436 463 492
Canada Assistance Plan 1,306 1,497 1,739
National Trai ning Act \ 31 11 4 11 6
Bilingualism Development 50 45 56
Young Offenders 64 53 78
Vocational Rehab ilitation 33 34 6 \
Other \9 \ 231 25\

4,984 5, 114 5,469

Total 32,453 37,222 40,713

See p.1ge 70 for accom panying note"
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Expenditures Table C3
($ million)

Budget
Interim Pla n

Minist ry 1987-88 191JS.89 1989·90

Agriculture and Food 501 463 491
Attorney General 377 412 500

Office Respo nsible for Native Affairs 3 4 6
Citizenship 28 35 42
Colleges and Unive rsities 2,300 2,457 2,636
Community and Social Services 3,690 4,235 4,971
Co nsume r and Commercial Relations 126 146 156
Correctional Services 402 410 454
Cult ure and Co mmunications 213 227 267
Education 4,290 4,573 4,_
Energy 30 28 34
Enviro nme nt 255 279 307
Financial Inst itu tions 31 37 41
Government Services 395 453 501
Health 11,330 12,462 13.714
Housing 241 313 408
Industry. Trade and Technology 144 142 165

Technology Fund 20 61 85
Intergovernmenta l Affairs , 8 ,
Labou r 102 I I ' 139

Office Responsible for Women's Issues 17 16 18
Legislative and Executive Offices 10 11 12
Management Board 37 38 48

Capital Accou nt 2.623 2.748 3.336
Municipal Affa irs 904 951 957
Natural Resources 488 527 512
Northern Develo pment and Mines 85 102 115
Office for Disabled Persons 4 5 6
Office Responsible for Senior Citizens Affairs 5 5 7
Revenue 786 798 850
Skills Development 382 402 433
Solicitor Genera l 381 428 453
Tourism and Recrea tio n 129 137 143
Transporta tion 658 674 726
T reas ury and Econom ics 28 30 32

Economic Deve lopment Projects 34 32 41
Public Debt Interest 3,771 4,028 4,290

Board of Internal Economy 11 3 'I 9R
Advance Payments:

Capital Account 410
Muni cipal Affairs 41 3 (413)

Expenditure Savings and Constraints (200)

Tota l 34,942 38,710 4 1,290

See p.1ge 70 lor accomp.1nyi ng note...



60 Ontario Budget 19$19

Expenditurez - Capita l Distributed Ta ble C3A
($ million)

Interim 1989-90
Minist ry 1987·88 1988·89 Total Operating Capital

Agriculture and Food 566 51 1 527 491 "Ateomey Genera l 382 415 506 SOIl 6
Office Res po nsible for Native Affairs 3 4 6 6

Cltfzensblp 38 44 51 42 9
Co lleges and Universities 2,39 1 2,558 2,746 2.636 11 0
Community and Social Services 3,775 4,307 5,056 4.971 as
Consumer and Commercial Relations 135 146 156 156
Correct ional Services 402 410 454 4"
Cultu re and Communica tions 238 255 317 267 50
Educat ion 4,436 4,810 5,210 4,900 310
Energy 43 38 43 " 9
Environ ment 385 414 483 307 176
Financial Instit utio ns 31 37 41 41
Government Services 542 619 740 501 239
Health 11,532 12,565 13.904 13,714 190
Ho using 333 421 537 408 129
Industry, Trade and Technology 173 155 183 165 18

Technology Fund 20 61 85 85
Intergovernme nta l Affairs 9 8 9 9
Labour 107 119 139 139

Office Respo nsible for Wo men's Issues 17 16 18 18
Legislative and Execut ive Offices 10 11 12 12
Managemem Board 37 38 48 48
Municipal Affai rs 922 969 978 957 21
Natura l Resources 552 576 570 51 2 58
Nort hern Development and Mines 234 281 322 liS 207
Office for Disabled Persons 6 7 8 6 2
Office Responsible for Senio r

Citizens Affairs 5 5 9 7 2
Revenue 786 798 850 850
Ski lls Development 385 402 4_t ' 433
Solicitor Ge neral 407 448 475 453 22
Tourism and Recreation 169 177 191 143 48
Transportation 1,914 2,066 2,313 726 1,587
Treasury and Economics 28 30 32 32

Econom ic Development Projects 45 41 63 41 22
Public Debt Inte rest 3,771 4,028 4,290 4,290

Board of Inte rnal Eco nomy 113 91 98 98
Advance Payments:

Co lleges and Univers ities 110
Education 300
Mun icipal Affairs 413 (413) (413)

Expend itu re Savings and Constrai nts (200) ( 100) ( 100)

Tota l 34,942 38,710 41,290 38,054 "36
See P'~'(! 7n For ,ccom p:l ny;ng note•.
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Pension and Related Benefit Funds Ta ble C4
IS million )

Budgn
Interim Plan

1981-88 1981-89 1989-90

Deposits
Public Service Superannuation Fund ,.. 873 '"Superannuation Adjuument Fund '" 386 317
Provincial Judges Benefits Fund • • 11

OPP Supplementary Benefit Acwunt 7 8 •
Other Pensions 8 8 •

Total Deposits 1,ISS ')" 1,070

Pa yments
Public Service Superannuation Fund '06 '" '91
Superannuation Adjustment Fund ' 19 ' 28 128
O Pf Supplementary Benef it Account s s ,
Provincial Judges Bene fits Fund , , a
Other Pensions a a ,

Total Payments ,,.
'" '"

Net Dt-posils '" ... '"
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Loans, Advances and Investments Table C5
($ million)

Budget
lnterfm Plan

1987-88 1988-89 1989-90

RC'paymC'nts

Ontario De velopment Corporations 71 66 42
School Boards 45 40 34
Environmental Projects 34 27 21
Tile Drainage Debentures 23 23 21
Publi c Hospitals 8 9 10
On tar io Mortgage Corporation 144 2 1
Other 44 39 25

RC'payments or Loans ,.. 206 154

Loans, Advan«s and In vestments
Development Loans 106 67 83
Envi ronmen ta l Projec ts 2. 24 46
Tile Dra inage Debentures 15 12 I'
Economic Development Projects 3 3 5
Other 1

Loans, Advan«s and Invest ments 14' 106 14.

l\'C't RepaymC'nts m 100 5

Special Purpose Accounts Table C6
(s million)

BudgC'l
Interim Plan

1987-88 1988-89 1989·90

Province of Ontario Savings Office 161 386 285

Othe r (7) 2 24

Net Special Pu rpose Accounts 154 388 309
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Transfers to Local Governments and Agencies Table C7
($ million)

Budgf'l
Interim Plan

1917-88 1988-89 1989-90

Conditional Tran~fers
Grants 10 School Bea rds

General Legislative Grants 3.644 3,914 4, 153
School Ca pita l Grants 147 238 310

Transportation
Reads 62' 678 678
T ransit 322 337 393
Other} I. 13 11

Socia l Assista l'\CC
COtneral w etnre Assistance 613 674 766
Homes for the Agtd 287 269 292
Chi ld Welfare 21. 220 262
Day Nuneries 127 168 198
0<"", '" 50 53

Environ men l 138 148 184
Heallh

local Health Units 132 149 164
Other .1 46 55

Agriculture 161 168 146
Housing 67 ss 106
Conservancn Authorities 46 '6 ••
library Boards 37 3' '1
Rec reation 33 32 38
Municipal Affa irs 21 21 2S
Omer ' 1 4S 58- -

6,734 7..... 7,982

Vncondi t ional Transfen
Payments-in-lieu of Taxes 96 104 108
Uncond itional Grana 81. 857 857
Unc;ond itiona l Grana - Other I. I' l '- -

920 97' 97'
TOTAL TRANSFERS AU-QCATED 7,6" 8,.315 8,961
Advances4 713 (4 13)

Total Transfers 7.654 9,028 8,5 48

s.~ P"II"' 70 for ac~omp"ny;nK nUl~'.
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Ten-Year Review of Selected Financial
and Economic Statistics
($ million)

1980-81 1981·82 1982·83 198J-84

Financial Transaction s
Revenue 15,585 17,914 19,367 21,412
Expenditure 16,882 19,694 22,556 24,565

Deficit 1,297 1,780 3,189 3,153
Othe r Acco unts (Net) 49' 217 711 864

Net Cash Surplus (Requirements) (R03) (1,503) (2,478) (2,289)

Total Debt (Excluding Ontario Hydro) 19,512 21,354 23.955 27,406

G rO$S Domest ic Product (GOP)
at Marke t Prlcess 114.994 131,83 1 137,310 15 1,945

Personal Inco mes 94,411 11 0,033 122,443 131 ,947

Populatio n> Ju ne «()()()s) 8,570 R,625 8,703 8,798

Total Debt per Capita (dollars) 2.277 2,476 2,752 3, 115

Personal Income pe r Capita (dollars) 11,016 12,757 14,069 14,997

Expendi ture as a pe r cent of GOP 14.7 14.9 16,4 16.2

Public Debt Interest as a per ce nt of Revenue 10.2 10.2 10.9 11.8

Total Debt 3S 3 pe r cen t of GOP 17.0 16.2 17.4 18.0

Cumulative Net Borrowing fo r Ontario Hyd ro

U.S. 4,379 5,573 6,058 6,487

c.P.P. SOD 1,000 1,000 1,000

Contingen t Liabiliues (main ly Ontario Hydro) 8,553 9,284 11,122 12,711

See pAge 70ror acco mpAnying noteA.
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Table C8

Budget
Inter im Plan

1984-85 1985-86 1986·87 1987-88 1988·89 1989·90

23,893 26,240 29,544 32,453 37,222 40,713

26,452 28,854 32, 178 34,942 38,710 41,290

2,559 2,61 4 2,634 2,489 \, 488 S77

857 1,009 1,286 1.203 1,394 1,055

( 1,702) ( 1,605) ( 1,348) (\,286) (94) 478

30,041 32,904 35.103 36,98\ 38,975 39,921

171,499 185,944 205,247 224,674 246,558 207,497

146,193 158,716 171.253 187.157 203,586 220,840

11 ,902 9,006 9,113 9,265 9,427 9,5lN

3.375 3,654 3,852 3,99 \ 4,134 4,159

16,422 17,623 18,792 20,200 21.596 23,007

15.4 15.5 15.7 15.6 15.7 15.4

12.2 12.4 12.0 11.6 10.8 10.5

17.5 17.7 17.1 16.5 15.8 14.9

7,206

1,000

14,220

7, 189

1,000

15.963

6,667

1.119

17.603

6,033

1,508

18.595

5,692

2,097

20.500

N/A

N/A

N/A
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Revenue Sources
1985·86 to 1989-90

Chart C1
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Expenditure Functions
1985-86 to 1989·90

S billion

Fi!>l,;3.1 Review and Ou tloo k 67

Chart C2
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The Budget Dollar: Revenue, 1989·90 Chart C3

~...Other
Revenue,,.

l'e"on ~ 1
Income T.~

'"

Co rp",.a~ on.

'"'"

""G~~;~>----':::::::~7~
<:-.\

•
•
\

\
•

Ret. ~
Sa le. Ta ',,,

Ta xation
74,



The Budget Dollar: Expenditure, 1989-90

Fiscal Review and Outlook 69

Chart C4

Pul)l;c Debl

I" .....'
, ~



70 O nta rio Budget 1989

Notes
1. Net of tax cred its of $280 million for 1987·88. $360 million for 1988·89 and

$444 million for the 1989-90 fi scal year. Includes speed-up payment s of $541
million for 1987·88 and $249 million for 1988·89.

2. Comparative figures a re restated to co nform with current Government
structure.

3. Includes additional funding for northern roads from the Ministry of Northern
Development and Mines .

4. For 1988·89, $300 million for schoo l capita l grants and $413 million for
Uncond itional Grants were advanced from 1989·90. For 1989490. the $300
millio n allocated for school capital grants will be advanced from 1990·91.

5. Gross Do mestic Prod uct (G OP) and Personal Income are calc ulated on a
calendar year basis. The amounts appeari ng in a fi scal year column are for
the preceding calendar year.
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Budget Paper D:
Expenditure Profile of Ministry of
Community and Social Services

Ministry Overview
In 1978-79. expen ditures by the Minist ry of Community and Social Services
(MCSS) were $1.2 billion . By 1988-89, MCSS expenditures had grown to $4.3
billion and were exceeded on ly by those of the Min istr ies of Health and
Ed ucatio n.

Expenditures by MeSS increased at an ave rage annua l rate of 13 per cent betwee n
1978-79 and 1988-89. T his rate of growth was highe r than that experienced by the
Ministry of Hea lth ( 12 per cent) , and well above that experien ce d by the
Govern ment as a whole ( 10 per cent) over the same period . As a share of total
Government spending. MCSS expen ditures increased from 8 per ce nt to 11 per
cent over the period .

71· 19 19·10 lo-t1 11·12 U·l l Il·U U -U 15·86 86-87 11-88 11-89"

SOurces: Ontano Mtnislry 01 Treasury and EoooomOC$.
SlatIS1ICS Canada..,-
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Mess Share of Govemment Expenditures
1918--19 to 1988-89

Chart 2
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Th is profi le co ncentrates o n the four major program areas of MCSS. T he Income
Maintenance Program prov ides income support to those in financial need . while
the Adults' Se rvices, Children's Services , and Develop menta l Services Programs
provide a variety of social services to different clien t groups. T he Ap pendix
provides an overview of serv ices available th rough MCSS and of the different
cl ient gro ups which benefit from these programs.

The Inco me Maintenance Program is the largest. with 1988-89 expend itures of $2.2
billion. In 1988-89. $801 million was spe nt thro ugh the Children's Services
Program . $622 millio n thro ugh the Ad ults' Services Program. and $620 million
through the Developmental Services Program. Expenditures on salaries. wages
and other d irect operating costs which are specific [0 each of the major program
areas are included in the total expenditure figures for each program.

In both 1978-79 and 1988.s9 the Income Maintenance Program accounted for 50
pe r cent of total MCSS expend itures. The share of total MCSS expenditures
accounted for by the Adults' Services Program increased bet ween 1978-79 and
1988-89 from 11 per cent to 14 per cent. This was due in par t to the expansion of
commu nity-based services. T he re was a co rrespondi ng decrease in the shares of
total Min istry spending accounted for by the oth er two major program areas . T he
share of Children's Services fell from 20 per cen t to 19 per cent bet ween 1978-79
and 1988-89, while the share of Developmental Services fell fro m 17 per cent to 14
pe r cent .
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Distribution of MCSS Expenditures by Major Program Area
1978-79 and 1988-89

Chart 3
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The Income Maintenance Program
Expenditures on the Inco me Maintenance Program increased between 1978-79 and
1988-89 from $614 millio n to $2.2 billion, or at an average annua l rate of 13 per
cent.

Expenditures on Income MaIntenance
1978-79 to 1988-89

Chart 4
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T he Income Maintenance Prog ram has two major components. Prov incia l
Allowances and Benefit s prov ide income assistance to sa le support parent s.
disabled pe rsons. and other ind ividuals in need of longer term assistance . T his
co mponent of Income Maintenance falls under the Family Benefits Act and. as a
result. these expend itures are often referred to as FBA be nefits. The FBA
program is delivered di rectly by the Prov ince. In 1988-89. total FBA benefits.
excluding ad ministrat ion costs. amounted to 51.4 billion. T hese expe nditures are
cost -shared with the federa l government on a 50:50 basis under the provisions of
the Canada Assistance Plan .

T he second major co mponen t of the Income Maintenance Program is Mun icipal
Allowances and Benefits. which is generally referred to as GWA be nefits since
payments are made under the General Welfare Assistance Act. This program
provides income assistance on an emergency or short-term basis to individ uals who
are unable to provide for themselves. T he program is del ivered by municipalities .
In 1988-89, Provincial payments to municipalities in respect of GWA benefits,
excluding administration costs. were $596 million . In general, the Prov ince
provides 80 pe r cent of the total benefits paid out to GWA recipients, with the
remain ing 20 per cent provided by the municipalit ies. The total cost of the
program is shared with the federal government on a 50:50 basis.

For a detailed de script ion of Ontario's social assistance system, the reader may
wish to consult Transitions, the report of the Social Assistance Review Committee.

T he con tinued growth of expe nd itures in the Income Mainten ance Prog ram during
the post-recession years of the 1980s may seem paradox ical , since one would
expect that in prosperous economic times the need for social assistance would
decline. There are a nu mber of factors, however. which acco unt for this growth .

The numbe r of ind ivid uals and families receiving FBA benefits increased from
114.000 in 1978-79 to an estimated 181.000 in 1988·89. Including the spouses and
child ren of recipients. there were an est imated 347.000 FBA beneficiaries in 1988·
89. Ap proximate ly 49 per cent of tota l FBA recipients (34 per cent of
be neficiaries) are acco un ted for by disabled pe rsons and another 42 per cent of
recipients (60 per cent of be neficiaries) are accounted for by single parents.

The number of disabled pe rsons receiving assistance increased for a variety of
reasons. Recognitio n is being given to a broader range of disabilities. The life
expectancy of the d isabled has increased. An increasing number of disabled
pe rsons are living in the community. rather than in institutions, and thu s are
eligible to rec eive financial support through the FBA program. The number of
single pa rents increased d ue to factors such as a rising divorce rate. a lower
marriage rate. and a higher incidence of unwed mothers keeping their babies.

Income Maintenance expenditu res also gre w because of increa ses in the average
level of benefits provided to social assistance recipients. Infla tion and higher
shelter costs are two important factors which caused the average benefit pe r
rec ipient to increase. Benefit rates are usually increased each yea r to help
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compensate for changes in the cost of living. A general rate increase has been
implemented on Jan uary I for each of the last seven years.

Shelter costs above a certain threshold ren t level are currently subsid ized at a rate
of 80 per ce nt up to a maximu m rent level. This shelte r subsidy constitutes part of'
the assistance payments made under the FBA and GWA programs. Shelter
subsidies to FBA and GWA recipients increased from $103 million to $269 million
over the period 1984-85 to 1988-89. or at an average annual rate of 27 per ce nt.

The Adults' Services Program
Between 1978-79 and 1988-89. expenditures on the Ad ults' Services Program
increased fro m $140 million to $622 million , or at an average annual rate of 16 per
cent. T his program area provides services to a wide range of client grou ps.

Expenditures on Adults' Services
1978·79 to 1988-89

Chart 5
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T he largest expen diture component of this program area is spending on municipal
and charitable homes for the aged. Of the $622 million expend iture for Adults'
Services in 1988-89. operating expenditures on these two types of homes for the
aged accounted for $334 million, or 54 per cent. Total operating expe nditures on
hom es for the aged increased from $108 million in 1978-79. representing an
average annual rate of growth of 12 per cent.

In Ontario , there are 9 1 charitab le and 89 municipal homes for the aged. These
homes provide 13.600 residen tial ca re beds and 15.200 extended care beds .
Reside ntial ca re beds are for residents requi ring less than 1.5 hours of d irect
nursing and personal care per day, while extended care beds are for residents
requ iring 1.5 hours or more of d irect care per day. It should be noted that
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nu rsing homes also provide extended care beds. However. most nursing homes
are privately owned and operated facilities. and receive funding thro ugh the
Ministry of Hea lth.

In recent years. a number of residential ca re beds have been converted to
extended care beds. This conversion has been necessitated by the increasing
average age of residen ts in homes for the aged and the need to provide more
intensive nursing and personal ca re. The average age of residents is now 84.
whereas ten years ago it was 79.

In 1985. $75 million in capital funding was approved for the upgrading of existing
homes for the aged over a four -year period. Two-thirds of an additional $100
million will be used over the next six years to upgrade ex isting homes for the
aged. while one-third will be used to make capital modi fications to senior citizen
ho using projects so that commu nity-based services can be provided to residents on
a full-time basis.

The expansion of services to help seniors mainta in an inde pendent lifestyle in
their own communi ties has been a major policy thrus t of MCSS in recen t years.
Re-focussing the socia l service delivery system has expanded community-based
services to adu lts. children and persons with developmental handicaps.

Seniors who are in good health are increasingly being supported in their own
homes through community-based soc ial services. Included among the community
based prog rams for the elderly are Home Support Services. Elderly Persons
Centres. Homemakers and Nurses Services. and the Integrated Homemakers
Program. Between 1984-85 and 1988-89. MCSS expen ditures on these four
community-based programs increased from $17 million to $92 million. or at an
average ann ual rate of 51 per ce nt.

Funding for Support Services for the Physically Hand icapped. also known as
Attendant Care. increased from $7 million to $24 million between 1984-85 and
1988-89. or at an average annual rate of 35 per cent.

The Children's Services Program
Expend itures in the Children 's Services Program area increased fro m $245 million
in 1978--79 to $801 million in 1988-89. or at an average annual rate of 13 per cent.
While the ind ividual programs in this area are focussed on ch ildren. thei r fam ilies
are also beneficiaries in most cases.



Expenditures on Children's Services
1978-79 to 1988-89
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Chart 6
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Child Care is the la rgest component of the Child ren' s Services Program , with
operati ng expenditures of $255 million and capital expenditures of $12 million in
1988-89. Since 1984-85, operating expenditures on child care have increased at an
average annual rate of 3 t per cent.

In Ju ne 1987, the Government an nou nced its child care strat egy, entitled New
Directions for Child Care. As part of th is strat egy, operating expenditures in 1988
89 increased by 47 per cent over the level of the previou s yea r.

Child Welfare Services is the second largest expend itu re item in the C hildren's
Services Program area. Total spending on child welfare services increased from
$1 65 million in 1984-85 to $237 million in 1988-89, or a t an average annual ra te of
9 per cent.

C hild welfare services are provided by the province 's 54 Ch ildren's Aid Societies.
T hese local agencies serve children suffe ring from phy sical, sexual and emotional
abuse or neg lect ; provide temporary or permanent guardianship of children
separa ted from their parents for various reasons; and make arrangements for foster
care and adoption.

In recen t years, the Government has begu n to take into account the specia l needs
of native children. In 1987, MCSS designa ted th ree Native C hild ren' s Aid
Societies: Ti Kinagen (north-west Onta rio) , PayuKotayno (James Bay and Hudson
Bay) and w eech-it-te-win (Rai ny La ke Reg ion). MesS also fund s the provision of
child welfare services o n reserves in order to reduce the percentage of native
chi ld ren removed from their ho mes and families.
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The Developmental Services Program
Between 1978·79 and 1988-89, expenditures in the Developmental Se rvices
Program area increased from $208 million to $620 million, or at an average an nual
rate of 12 per cent.

Expenditures on Developmental Services
1978-79 to 1988-89

Chart 7
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Developmental Services incorporate programs which provide highly specialized
treatment , training and support for the de velopmentally hand icapped and their
families. These services are provided in Ministry-operated and agency-operated
facili ties. in grou p homes and in inde pendent sett ings. T here are 4.800
developmentall y hand icapped people living in I I Ministry-ope rated and 10
agency-operated facilities. and an est imated 30.000 developmentally handicapped
people being served in the community.

In 1987, the Government approved a 25-year plan for the development of a
co mmunity-based serv ice delivery system and for the phasing out of institu tional
care facilit ies. Within the co ntext of this long-range de -institutionalization plan.
the Gov ernment also approved a seven-year plan which will begin enhancing
opportu nities for the developmenta lly handicapped to participate more fully in
society. Over this seven-year pe riod. MeSS will develop community living
alternati ves for a minimum of 1,000 people now living in institutions for the
developmentally handicapped. At the same time. measu res are being taken to
ensu re high standards of care for those who remain in an institutional care setting.
This will invol ve additional staffing. as well as capital renovations.
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Conclusion
This profile has desc ribed the growth in spending that has occurred in the major
MCSS program areas over the past ten years. There will be strong pressures for
continued growth in the years ahead. For example. as the baby boo m generatio n
ages, there will be increased demand for both institutional care and community
based services for the elderly . The challenge facing the Ministry of Community
and Social Services will be to meet the changing and ex pand ing needs of
O ntarians in an efficient and cost-effective mann er .
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Summary of Ministry of Community and Social Services Programs Appendix

Services Provided Clients service Indicators

Income ~taint enanC(

Family Benef its - Long term inconH' - Disabled - IS I,OOO rec ipients
Allowance (FBA) WPl'mt - Single paren ts - _, 47.000 bene flc taries

- She lte r ~u hsi dy - Other

G eneral Welfa re - Sho rt ·te rm and - Employable ~ i ll gl e~ - I 11 .000 ree iI"en t ~

A,,~i ~ t ance (G WA) emerge ncy inco me MId fam ilie' - 1<)3.000 beneficiarie s
sup port - Lnemptovabte ~ il1g l t";

- Shelte r \ uhsidy ~ Ild fami lie'

O nta no Drug Benef i t~ - Free presc rlpno n drug~ - FRA and (jWA - (, m illion daim~

re.; ip l(' nh

Ad ul ls'Sen-ices
t rome, fo r the Aged - Accommodation - Lldedy - 2,<; .1<()0 hed ~

- X urcin g/personal care

Elder ly rer"'lIl~ Centre' - Soc ia l an d recreat ional - !olderly - 2 12 centres
artiviu.... pro vided
through non ·profi t drop·
in cenrre-,

Home SUPP<l rt Ser. ice, - r>-kaI' ·on· "" heel' - U derly - l..'70 projects "e n)S~

- Fr iendly visiting O nta rio
- T ransport,l tion
- Da y prog ramm i n ~

- Suppo rt service or
victims <If A I L he i me r -~

- Some home repai r

~l u n ic i pa l Home make" - Ilomemakin g - Elde rly - 170 municipalities
an d x urses Se rvices - Per son al care - Ila nd ical'ped

- \onvaleS(en t

Integ rated Home- - Homemaking - Fr a il elJ erl y - 11< sites
makers Program - Pe l ~on ,, 1 ( are - D L.ahled

Atle nda nt Care - Xon-medic a l pe rvon'll - D ivabted adul~\ " - &0 agen ci.... in mer 70
~ u p p<)r t ( phy ~ ical care. }ear\ and ove r I llc a t i on ~

grooming) - 'InS spaces in min ;~try -

~ ponsn red hou sing
un its

- sse IJCrson \ thro ugh
outreach compo nent

lI a lf\. ay Houses - Accorn mo dauon - Alcoholics - ~2 ho use,
- Reh:. !'> i1;tat ;ve se rvice-, - E " o fft' nde r ~ - ('1., 7 beds

- Socially disadvantaged
perso n,

Counselling and - (jeneraI cou nseftlng - '>o<; La l a s,i~ta nce

Suppo rt ive Services. recipien ts and their
incl udi ng E mployment de~>enuen t'
O pportunlues Prog ram - Bauered "·O Ill ~ 1\ :lIld
an d the I,mploy"bility the ir children
Agrt'e mt" 1H - Perpetrator- , <If fam ily

viole nce

Sheltered Wmksho p, - She lte red emp loyment - n ,q hled - ~o worksho p\
- As,,,s, ment - 2.671 tra inee'
- Vocation a l tr ~in ing

- Placement
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Summary of Ministry of Community and Social Services Programs Appendix

Services Provided Clients Serv ice Indlcaton

Training Expenses - Purchase of traini ng - Disabled - 13.500 persons served
services (in community including 2,900
co lleges, private trade provided with training
schools)

- Purchase of
psychological,
educ ation al and work
assessment services

- Transportation
- Medical restoration

(wheelchairs, artificial
limbs)

Children's Services
Chi ld Welfa re - Temporary or - Children and their - 54 Ch ildre n's Aid

permanent guardianship families Societies with 9,66t
of child ren child ren in their care- Counselling for children - 5,076 foster homes
and tarmfies - 66 1 child ren on- Protection of chi ldren adoptio n probation
from physical/emotiona l - 25,082 protection and
abuse prevention cases

- Foster care
- Adoption

Child and Fam ily - Assessment and - Children and their - 100 Mental Health
Intervention Services counselling services to families Centres with 29,200
(forme rly known as deal with social, active cases
Children's Mental emotional and - 51 Children's and
Health Centres, behavioural problems Youth Institutions
Children's and Youth with 721 beds and
Institutions) 2,700 child ren served

Child Treatmen t Serv ices _ Alleviation of mental or - Children and the ir
psychiatric disorders families

Ch ild Care - Child ca re subsidies to - Childre n and their - 108,700 spaces
families in need families- Licensing child care
programs to ensure Ihe
health and safety of
children

- Direct o perat ing grants
to cen tres

Young Offenders - Detention homes - Youth 12 to 15 years - 1,392 served t hrough
Program - Open and secure custody of age open custody

facilities - 2,118 served t hro ugh- Probation services open detention
- Prevention services - 9 secure custody
- Assessment services programs
- Alternative measures

Developmental servrees
Residential Services:
Schedule I Facilities - Residential services - Developmentally - 3,769 ad ults
(Ministry-operated) - Treat men t hand icap ped - 150 chi ldren

- Training programs - I I facilities
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Summar}' of Ministry of Community and Social Sen-ices Programs Appendix

servtees Provided Clients StniC't Indicatoo

Schedule II Facilities - Residential se rvsees - Developme ntal ly - 631! adults
<lind Community - Treatment handkapped - 24) children
Resource Centres - Training programs - 10 facili ties
(<II gency-operated)

Homes for Reta rded - Residential se rvices - Developmentally - 3,780 beds/<lldult
Persons [and other handica pped - 770 beds/chi ldren
oommun~
accomm alion)

Sheltered Workshops - Assessment - Develop menta lly - 7,300 s.p3Cts
- Training handicapped adults
- Sheltered employ men t

Lire Skills - T raining for grooming, - Developmentally - 3,070 spaces
bank ing, bud geting, handicapped adults
transit , and vocabulary

Supoor! Services:

Supported Independent - Supe rvision and - Deve lopmentally - 1,525 adults
UVlng assistance handicapped adults

living in .the
community

Special Services at Home - Specialized equ ipment - Develo pmentally' - 9,400 clients for
and programming handicapped children Special Services at- Feedin., to ilening at home Ho me and Tri-

- Bas.ic hving s.kills Ministry

T n -Mi nistry - Assessments <lind - Deve lopmentally' - 9.400 cl i.enl!i for
individual programming handicapped children Special Services at

living in residential Ho me <lind Tri-
homes for special care Ministry
<li nd in nUBln, homes

Infant Stim ulation - Train ing parents and - Dev~mentallY
working ....ith infanl!i dela infants

(age (}.2)

Respite Ca re - Temporary rel ief fro m - Parents of
caring for a developmentally
developmentally handicapped children
handica chi ld
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Budget Paper E:
Municipal Government Finance

Introduction
Together, th e Prov ince and mun icipa l gover nmen ts p lan a nd p rov ide
infrastru cture for ho using, ind ustry, transpo rtat io n networks, envi ronmental
prot ection and other important community services. The Province he lps school
boards address their capital needs. In recent years , governmen ts have faced
difficult choices in generat ing and allocating resources to finance these needs.

While man y communities across O ntario have benefitted from the sustained
economic expansion during the last several years, much of O nta rio' s rapid growth
has been concentrated in the Greater Toronto Area (GTA). The GT A includes
the municipalities in the regions of Halton, Durham. Peel, York and Metropolitan
Toron to. Other areas have been more stable. While econom ic expansion has
increased both employme nt and business investment in Ontario, it has also
brought challenges. The Province and local governments must acco mmodate
growth while maintaining and improving existing serv ices.

Part One: Trends in Municipal Finance
Overview

This section introduces the municipal sector and provides highlights of Ontario's
recent growth . as indicated by the increase in households and popu lation. 11
includes discussion of municipal budgeting, revenues. the property tax system and
expenditures. The final sections discuss long-term debt issued by municipalities.
and the role and magnitude of mu nicipal reserves and reserve funds, including lot
levies. Part One concl udes wit h a brief summary of municipal financia l
performance.

The Municipal Sector

In 1987. municipal governments spent a total of Sll .5 billion ' representing 5.1 per
cent of the province's Gross Domestic Product or GOP. By compa rison, in 1987
881 the Prov ince's expenditures. including transfers to mu nicipali ties, totalled S34.9
billion or 15.6 per cent of GOP'.

Thc municipal data used in this paper were ext racted from Financ ial Information Returns fo r
the yean 1982 to 1987. as filed by municipalities with thc Ministry of Munici pal Affairs.

2 Mun icipalities report financial information on a ca lendar year basis, while the Province 's fISCal
year begins Apr il 1.

3 To avoid double counting, these: two sNres of provincial GOP should not be combined.
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In 1988, mun icipalities varied in size fro m Metropolitan Toronto with
approximately 2.1 million people, to Coc kburn Island Township, which had only
three permanent residents. Ap proximately 70 per cent of O ntario's res idents live
in the province's 50 largest lower-tier municipalities. In contrast, about 600
mun icipalities have fewer than 5,000 residents.

Of the 839 municipalities in the province, 800 are referred to as " lower-tier"
municipalities. Th ese are cities, towns, separated towns, villages, townships and
improvement districts. The 39 " upper-tier" municipalities include regions,
counties, the District Municipality of Muskok a a nd the Municipal ity of
Metropolitan To ronto.

In Canada, municipalities derive their powers, responsibilities and reven ue sources
fro m Provincial statute. Municipalities are corporate bodies and may pass by-laws
on matters for which they have express legal respo nsibility. Th e taxing aut hority
of municipalities in Ontario is limited to the property tax base, which is shared
with school boards.

Th e Ontario Municipal Board (OMB) acts as an adjudicator and has the authority
to hear complaints and applicat ions on matters such as long-term borrowing,
municipa l bou nda ry issues and certain by' laws. The OMB is an autonomous,
quasi-jud icial agency of the Ministry of the Attorney General.

Municipalities share respo nsibility for delivering and fundi ng many services often
associated with the Provincial and federal govern ments, such as hea lth care,
general welfare assistance and other social programs. They also provide many
local services such as fire protection and garbage collection.

Regions and cou nties share respons ibilities with th e loca l or lowe r- tier
municipalities within their jur isdictions in d ifferen t ways. Within regio ns, the
upper-tie r mun icipality is generally responsible for providing arterial roads. transit ,
policing, sewer and water systems, planning and development on a region-wide
basis. and health and social services. lower-tier municipalities generally look after
local roads, fire protection. garbage col1ection , recreat ion and local planning
needs. Approximately two-thirds of the prov ince's population live in areas with a
regional form of government.

Within the counties. lower-tier municipalities deliver the majority of municipal
serv ices. Upper-tier govern ments are primari ly responsible for county roads.
homes for the aged and welfare ad ministrat ion.

In the North' , virtually all municipal ities are lower-tier. Sudbury is the o nly
regional gove rnment and there are no county governments. Many sparsely
pop ulated areas do not have any formal incorporated municipal govern ment .
Local Services Boards and Road s Boards provide selected serv ices to people living
in communities without municipal organization.

~ The No nh enco mpasses all municipalities within Distric ts and the Region of Sudbury . Northern
Dist ricts are not uppe r-tier govern ments. but ind icate geographic boundaries only.
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Mun icipal Growt h

Between 1982 and 1988. Ontario 's population grew from 8.4 million to 9.1 million.
an increase of 7.7 per cent. Population growth was highe r, at 12.7 per cent. in the
GT A, which is made up of the municipalities in the regions of Halton. Peel, York .
Durham and Metropolitan Toronto. Indeed. the GTA accounted for some 66 per
cent of the grow th over the period , although it accounted for only 39.7 per cent of
the population in 1982. Sim ilarly. almost half of the increase in households
occu rred in the GTA.

T his growth has placed massive pressure on infrastructure in the GTA. T hese
pressures will mou nt over the 10 year period from 1988 to 1998, when the GTA is
projected to absorb approximately 60 per cent of Ontario 's grow th. Population
growth of 13.5 per cent in Ontario and 19.2 pe r cent in the GT A will lead , over
the next decade. to a sha rp increase in necessary services such as roads, transit and
water and sewage facilities.

Municipal Growth, 1982 to 1988 Table 1
(T housands)

Grol'l'lh
1982 1988 (<OJ

Ho useholds

GTA 1,248 1.411 13.1

All Municipalities 3,288 3,625 10.2

Po pulation

GTA 3,354 3.78 1 12.7

All Municipalities 8,449 9.096 7.7

Sou",,: Municipal Analyai. and Retrieval Syatlm. Mini.try ofMunicipa l Aft"ai nl.

Th. 1988 pop" la tion fig....al an based on the enumeration repolU pnl"'.e<l for t ho Nov. mber municipal .lectio,,".
Population fig...... may diff.r from C.nouadata.

Municipal Budgeting

Munici palities report their financial affairs through three separate funds: the
revenue fund . which represents the operating acco unt; the capital fund ; and
reserves and rese rve funds. which are set aside to be spent at a later date.

Under the prov isions of the Municipal Act, a mun icipality may not budget for a
surplus or deficit in its revenue fund or operating account. The operating positio n
of the municipal sector is not comparable with surpluses or deficits reported by
the Provincial and federal governments which reflect bot h ope rat ing and capital
co mponents.

T he Prov ince restricts the ability of municipa lities to take on long-term de bt.
Approval by the OMB is requi red before any debt can be incurred with a



86 Ontario Budget 1989

repayment period exceeding Ihe term of the current municipal counci l. T he O MB
provides guidelines for measuring a municipality's ability to take on increased
debt. The current gu idelines state that a municipa lity shou ld not com mit more
than 20 per cent of its annual operating expenditures to debt servicing (incl udi ng
principal repaymenl as well as interest). For high-growth municipalities, more
flexibility may be permitted by the O MB.

Municipal Revenues

Between 1982 and 1987, mun icipa l consolidated revenues' grew from $7.9 bill ion
to $11.6 billion, for average ann ual growth of 8.1 per cent. (See Table 2.)

Major Components of Revenue
Munici pal revenues are derived from taxation , Provincia l grants, user fees, " other"
revenues an d long-te rm borrowing. With the exception of long-term borrowing,
all revenue sources grew at ra tes well above infla tion, as measured by the
Consumer Price Index (C PI) for Ontario, which increased at an average an nual
rate of 4.9 per cent between 1982 and 1987. T he two largest sou rces of revenue in
1987 were taxation and Provincial transfers.

Consolidated Municipal Revenues Table 2
1982 1987 Average

Share of Share of Ann ua l
S Million Total (%) S Million Total (%) Growth (%)

Taxation 3,084 39.1 4,680 40.3 8.7

Transfers fro m the Provmcee 2,523 32.0 3.564 30.7 7.2

User fees 87' 11.1 1,422 12.2 10.2

Other Revenues 1,006 12.7 1,586 13.6 9.5

Long-term Borrowing 400 5.1 371 3.2 ( 1.5)

Consolidated Net Revenue 7,889 100.0 11,623 100.0 8 1

Source, Financial l n ~>rm .. ion Ret urn, filed wilh ,h. Mini"ry of Mun icipal Afla' ... 1'11I2 to 14>11 (preli minary) .

• Table C1 of Uudt:"l P~ pc r <.: rcpon. a broader m.~.urc of lran,fen '" l~l govc rnmen,s ~nd ~gc n,'C'i .

At $4.7 billion in 1987, laxatio n" was the single largest sou rce of municipal
revenue, representing 40.3 pe r cent of consolidated reven ues for mun icipalities as
a whole. In GTA mun icipalitie s, taxation comprised $2.3 billion or 42.4 per cent
of consolidated revenues.

Mun icipal expenditures and revenues are reported o n a consolidated basis unless otherwise
noted. Consolidated revenues are the sum of revenue fund revenues and capital fund revenues
minus transfers from the revenue fund to the capital fu nd .

Taxation includes residential, farm. commercial and industrial property taxes as well as business
taxes and municipal charges {e.g., di rect water billings and sewage surcha rges)."

In 1987, 44.1 per cent of municipa l taxa tion was levied agai nst co mmercial ,
indust ria l and bus iness properties. The balance was collected from residential and,
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farm properties and from vacant land. Since 1982, the composmon of mun icipal
tax reven ues by property tax class has been stable. Municipalities in the GTA
derived a greater propo rtion of their tax revenues, 48.3 per cent, from business
and commercial sources.

The Province ' s ann ual assistance to munici pa lities increased by more than $1.0
billion between 1982 and 1987. Tab le 3 shows the Province 's support ' for
municipalities in the form of cond itiona l grants, unco ndit iona l gran ts and
payments-in-lieu of taxes (PILs)."

Ontario Granb to Municipalities' Table 3

1982 1987 Average
Share of Share of Annua l

s Mill ion Tota l (~) S Million Total (~) Growth (%)

Conditional

O pera ting 1.285 50.9 \ ,'121 53.'1 8.4

Capital 470 18.6 664 18.6 7. '-
Subtotal 1,755 6'1.5 2,585 72.5 8.0

Unconditional 660 26.2 822 23.1 4.'

p,,, 108 4.3 ' 57 4.4 7.9- -
Total 2,523 100.0 3,564 100.0 7.2

Sour~e: Financ ia l Inform. lion Rel urns filed ....il h lhe Mini' lry of Mun i~iplll AFr. i", . 1w.2 lO IQll7 (prelimi nary ).

• Table C7 "f Rudgel raper <: report. a broader me"u re of Ira n,fe ", 10 l(lI;alllO~ern menlOand .genci"-

Cond itional grants make up the bulk of Prov incial support. T he Prov ince
pr ovides gra nts to mu nicipalit ies for spec ific programs that meet cri ter ia
established by the Province. Generally, munic ipalit ies must also contri bute
finan cially to the program. T he Ontario Uncondi tional Grants Program provides
funds that may be spent in any manner decided by the municipal counci l.

Grants to the GTA increased at an average annual rate of 8. 1 per cent, more
quickly than the prov ince-wide average between 1982 and 1987. In 1987,
Provincial grants to GT A municipalities totalled S1.4 billion.

7 This amount excludes certa in Prov incial transfers to other local agencies, such as housing
authorit ies.

II PILs are payments made to mu nicipalities in lieu of property taxes for facilities owned and
operated by the Province and for such inSSitutions as universities and hos pitals. They exclude
similar pay ments made by the federal government, and federal and Provincial Crown
Corporations. These are included in other revenues.
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Mun icipalities increased thei r use of other available revenue sources. For
example. user fees were the fastest growing component of municipal revenue
between 1982 and 1987. (See Table 2.)"

Long-term borrowing is considered a source of mun icipal revenue because it
provides mun icipalities with the -cash in hand" to carry out capi tal projects. II
smooths the fiscal impact of acqu iring capita l assets. such as roads and recreational
facilities. over a longer period.

Mun icipalities chose to red uce their reliance on long-term borrowing between
1982 and 1987. Instead. they relied on other reven ue sources. includ ing lot levies
and the property tax base. to fund the ir capital expenditures.

Own-Sou rce Reyenue
Mun icipal own-source revenues include taxation , user fees. other revenues and
long-term borrowing. They exclude transfers from the Province and th e
Government of Canada. Provincial own-source revenues are defined as budgetary
revenues less transfers from the Govern ment of Canada.

Table 4 shows that between 1982 and 1987 municipal own-source revenues
increased more slowly than Provincial own-source revenues. T his reflected the
fact that the Province experienced greater spending pressures, particularly in the
area of health. than did mun icipalities.

Own-Source Revenues

Provincial

Municipal

""S Million

15,978

5,231

""S Million

27,378

7-863

Table 4
Av~rac~

Annual
Growth ("")

11.4

8.'

s-rc.: f'in • ....;. llnfwmaboG R.l.uraI rllM .;:tb 0.. WiAi$try fJI Yuaiei pd M ain, 1M2 to 19f7 ( prel im j...,.,). 0Dtaria0

Property Assessment, Mill Rates and Taxes per Household

Th e municipa l property tax system has two key elements: property assessment and
mill rates. The amount of property tax raised on a specific property is determ ined
by the application of a mill rate to the taxable assessed value of the property.

Property assessment services are provided by the Province. Each property is
examined by the Ministry of Revenue and assigned a value based on the value of
similar properties in the vicinity. Th e assessment value is not usually the cur rent
or appraised market value of the property. It is generally some fraction of the

, User fees include public transit fares, per diem rates in homes for the aged , and rec reat ional
program and rental fees. Other reven ues include licences. permia, interest and penalt ies o n
taxes and mvestmem income.
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market value at a point in time. Both the fraction and the time period may vary
between an d within munici palities.

Mill rates are established by mu nicipaliti es and are the tax ra tes which determine
the amount of tax collected . Mill ra tes are set to provide sufficient reven ues for
the municipality's req uirements after all other revenue sources have been taken
into account.

With in each municipality. there is one mill rate for residential. farm and vacan t
properties and another for commercial and industrial properties. Under Provincial
legislation. the residentia l mill rate must be 85 per cent of the co mmercial rate. In
addition. special mill rates may be levied for particul ar services (e.g., water or
sewage) or aga inst certain areas of a municipal ity which be nefi t from higher levels
of overall service {e.g., urban serv ice rates).

Municipalities also coll ect business taxes. These taxes are based on the pro pe rty
tax system. but are taxes on the people carrying on a business rat her than on the
property. The tax is calculated by multiplying the assessed value of the real estate
by a percentage for each type of business as specified in the Assessment Act. The
commercial mill rate is then app lied.

Mun icipal mill rates increased moderately between 19S2 and 1987. The ave rage
annual increase was 5.8 per cent, higher tha n the average provincial rate of
inflation of 4.9 per cent a year. In the GTA. mill rates grew more slowly. at 5.7
per cent pe r year. However, total residential taxes per GTA household for both
mun icipal and school purposes were above the province-wide average in 1987.
(See T able 5.)

Betw een 1982 and 1987, the total local property tax base in Ontario increased at
an average annual rate of 2.6 pe r cent. GT A municipalities experienced faster
growth of 3.1 per cent, primarily reflecting strong growth in the residentia l
property tax base .

In 1987. commercial and industrial properties accounted for 39.4 per cent of the
total equalized (i.e.• adjusted to simulate 1987 market value) assessment base in
the GT A. The average for all municipalities in Ontario was 34.8 per cent. The
remainder was comprised of residential and farm assessmen t.

In 1987, the GTA had a substantia l share of the province ' s lucrative commercial,
ind ustrial and business assessment base at 58.2 per cent. In contrast, the GTA
municipalities encompassed 38.7 per cent of all the households in Ontario and
47.8 per cent of the residential assessment base .
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Residential Property Taxes per Household, 1987
(Dollars)

Table 5

All
Municipalit ies GTA

Municipal* 568 653

Charges" 133 152

Subtota l Municipal 701 805

School 644 806

Total 1,345 1,611

8oum!: Fin Ancial Informati on RBturna filed with the Minirtry of Municipal AfJa iro, 1982 to 1987 (pre limina ry).

• Includea upper-tier and lower-Lier tau a.

• • Ch...ges include direc t WAter billins . And""was. aurchArges.

Municipal taxes accounted for 52.1 per cent of the average residentia l prope rty tax
bill in 1987. Since 1982, municipal taxes have made up a decreasing proportion of
tota l residentia l taxes. In that year, mun icipal pro perty taxes represented 53.8 pe r
cent of the local tax bi ll.

Reside ntia l property taxes, as measured by the ra tio of taxes to ave rage household
income. have risen over the last few years. Property taxes accounted for 2.8 per
cent of income in 1982, compared to 2.9 per cent in 1987 on a province-wide
basis. In 1987, tot al residential taxes represented 3.2 per cent of household income
in the GTA. up from 2.9 per cent in 1982.

Municipal Expenditu res

Bet ween 1982 and 1987, municipal consoli dated expend itures grew at an average
annual rate of 8.3 per cent. fro m $7.7 billion to $11.5 billion. (See Table 6.) By
comparison. Provincia l spending grew 9.2 per cent per yea r from 1982-83 to 1987
88. As no ted above. O ntario's ann ual rate of inflation averaged 4.9 pe r cent over
the period.

Total Municipal Expenditures by Fund

Revenue Fund

Ca pital Fu nd

Transfers from Reve nue Fund to Capi tal Fu nd

Consolidated Expendltures'"

1982
$ Million

6.617

1.385
(308)

1.694

1987
S Million

9,798

2,211

(527)

11,482

Table 6
Average
Annual

Growth (%)

8 2

9.8

11.3

8.3

Sour ce: Fina ndllllnformll tion RBtur na filed ....illl the Ministry of ~unici plll AlTll i..... 1982 to 1987 Cprelimina ry ).

• C<tn...lida ted u penditurH a re the eum or revenue fund upenditur... llnd Cllpit.a l fund u pendit urn mio ua transf~ra to
tha eapitlllfund.
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O veral l spe nd ing grew more quickly in the GTA. with an average annual increase
of 8.9 pe r cent. This was particularly true of capital spending. which grew at an
average rate of 10.7 pe r cent per year.

In 1977. 4 1.7 per cent of all capital expenditures were financed by long-term
borrowing. However, as municipalities financed capital expe nditures increasingly
fro m current revenues and reserv e funds. this ratio declined dramatically to 28.9
per cent in 1982 and to 16.8 per cent in 1987. With the decline in long-term
borrowing. more cap ita l projects are be ing financed from reserves and current
revenues.

Consolidated Expenditures by Function
Between 1982 and 1987. municipal spend ing in all se rvice areas increased. The
most rapid growth occu rred in hea lth an d social services, fo llowed by culture and
recreation . (See Table 7.) Municipal spending shifted from transportation and
environmen t to health and social services between 1982 and 1987.

Total Municipal Expenditures by Function Table 7

t982 1987 Aveuge
Share of Share of Annual

S Million Total (%) S Million TOlal (%) Growth (%)

T ransporta tion 2.036 27.5 2,927 26.8 7.'
Health and Soc ial Services 1.2)) 16.6 2.043 18.7 10.6
Protection 1.219 16.5 1,740 16.0 7.'
Environment 1.212 l~' \.70> 15.6 7.\
Cult ure and Recreano n 844 11.3 1.252 I t.5 8.2
Genera l Govern men t 61" 8.' 88" 8.2 7.'
Planning and Developmen t 246 3.3 3>0 3.2 7.3-
Corn.olida locl El(pend ilure$· 7.409 100.0 10,906 100.0 8 0

SoIIra: Fi....nci.ll inlor nution Reo""n. r,led ", ith lhe Ministry cl Municipal "Rain. 1<lK2 to 1'lll1 ( preli mi ll.1ry ~

• To pr~nl c.on>Ol id.1.,1td upondi'ure by funclion. ,nn.,"~ to r~rwnand ..-rw f....... haw _ n nc,tftl 011'- A. a
"",,I.. ,h i> IOlII d ilie~ from the """ in Tabk I!I.

In the GTA. as well as in the mu nicipal sec tor as a whole. transportat ion spe nding
comprised the largest share of consolidated expe nditures in 1982 and in 1987.
However. health and social services spe nding experienced the fastest growth over
the period .

Capital spending was largely concentrated on transportation and environment,
which together accounted for 67.9 per cent of total capital expend itures by all
muni cipalities in the provin ce in 1987. Between 1982 and 1987, overall capital
spe nding grew at an average ann ua l rate of 9.8 per cent. Although accounting for
a small share of capi tal expenditures. growth was more rap id in healt h and soc ial
services (22.9 per cent) , general government ( 17.1 pe r cent) and protection (13.2
per cent).
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Tab le 8 shows the cost of muni cipal services. by function. on a per househ old
basis. Expendi tures pe r household are about 20 per cent higher in the GTA tha n
the province-wide ave rage. reflecting higher costs and a broader range of services.
For example. GTA residents benefit from extensive mas.s transit systems and mo re
formal child care services.

Total Municipal Expenditures bJ Function
per Household, 1987
(Dolla rs)

Transportal ion

Hea lth and Social Services

Protection

Environment

Culture and Recreat ion

General Governmen t

Plann ing and Development

Total

All
Municipal ities

825

57'
.'"
'81

3SJ

251
99

3,075

GTA

1,0 10...
662

5"

'"279

68-
3,69\

Table 8

Operating Expenditures by Object
Municipal ope rating or reven ue fund expend itures by object of expend iture are
shown in Table 9. Wages. salaries and benefits account for almost half of total
municipal spending. As a result. these components strongly influence spend ing
growth . T ransfers to own funds. or internal transfers. showed the fastest
expenditure growth between 1982 and 1987. These transfers represent money
moved from the revenue fund to the capital fund (for capital expenditures) and to
rese rves and reserve funds (where the money is set aside for later needs). This
high growth rate reflected the dramatic switch municipalities made in financing
capital and undertaking more advanced planning for future capital needs.

Operating· Expenditures by Object

S Million

Salaries and Benefits
Materials and Services
Transfers to O wn Funds
External Tran~fe rs**

Debt Cha rges

Toul

S Mill ion

3,23 1
1,715

601

5"
"5

6.6 16

1982
Sha~o(

Total (".{,)

48.9
25.9
9.1
8.5

7'
100.0

4,613
2,525
\ ,105

932
623

9,798

.,,,
Share of
TOlal (<;i,)

47.0
25.8
11.3
9.5,.-

100.0

Table 9

Average
Annual

Growlh (".{,)

7.4
8.0

12.9
10.6

' .3
8.2

s.....cc ; Financial Informal i.... Re1\1 . n. " IN ...i. 1I llle ~in i"f}' of Mll n ic i~l Airl ift.. I"""! It. 1'I!l7 lp..,lim ina.yl.
• K.!P'--~'" R~vcnll~ Fllnd ~,,,,"~d i1 \1 'n.

.. I;'l~,nal Ifan.". .. "'~"l pa1m~ nh m~ by mll n ic i""Ji.~ It. ot he. II nclln". lwIN I,a l 1>0;0"'. and agcne'",
(~ 'J-. pllhlic u,il' lin commi_'n.. local .....p'ul. a nd hou , in, aIl1oo. ili..., a nd 10 i nd , ~id\lll" Gene.al _ ""..,
;1......1 . nc~ p;I ) rn~n ", '" indi . id....l. a. e , h~ la. .... eOmp.>nen1" r ~'I~.naI1un.k...
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Debt charges (repayment of princi pal and interest on long-term borrowing) form
the smallest catego ry of mu nicipal o perati ng expe nses, 6.4 per ce nt o f
expend itures. and experienced the slowest growth bet ween 1982 and 1987.
Indeed, the proportion of municipal operating expenditures accounted fo r by debt
charges steadil y declined since 1977. when nearly 10 per cent went to debt
repayment. GTA municipalities spent only 5.8 per cent of their revenue fund
expend itu res 10 service debt. This was significa ntly less than the share reported by
the Provin cial Government (10.8 pe r cent} and the federal government (23.1 pe r
cent) in fi scal year 1987·88." Prov incial and fede ral debt servicing sta tistics,
moreover. refer only to interest payments and exclude any repayment of principal.
If municipal debt service charges were recast to exclude principal, they would be
lower still.

Long-Term Debt Outstanding

Municipalities' declin ing re liance o n debt resulted in a reduct ion of total
ou tsta nd ing debt. as shown in C hart I. In 1987, mun icipa lities owed $3.0 billion
in long-term de bt, down from $3.2 billion in 1982. T his decline occurred in the
face of strong pressure for spend ing on growth-related capita l needs. Almost 65
pe r cent of all debt was for environment and transpo rta tion projects.

Tota l Debt, Reserve Funds and Reserves
19n to 1987

Chart 1

• bl ilion

" ,--- - - - - - ---------- - - ,

. ...... . Tatal DelM." "",-._.-'-'-'-'-'-

"'.......-_.-
• •• •..., ...

• • _ •• • 4O • ••

• • • • • • • • • • ••• • • • • •• •• ••
o

19n lnl 111'1 Ino ,nl 1112 1983 11M IllS 11116 1117

Source: FonanciaIlrrIormalJ:)n Returns !lled.,.,ttl ee Mnstry d Municipal A MBItS, 11177 10 198 7 (prelomonary).

In 1987. long-term deb t owed by GT A municipalities totalled $ 1.2 billion . On a
pe r household basis. the debt burden was $881. or 1.7 per cent of average
household income, simi lar to the province-wide averages of $858 and 1.9 pe r cen t,
respectively.

10 Sou rce: Ontario Public Accounts. 1987-&8 and Gover nment of Canada Pub lic
Accounts. 1987-88.
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T otal municipal debt charges represen ted 6.4 per ce nt of reven ue fund
expe nd itures in 1987, well under the O MS gu ideline. With lower overall debt
burdens and resulting lower debt carrying costs, municipalities have significant
scope to assume new debt for capital projects. Table 10 presents a number of
indicators of municipa l debt capacity. Munici palities could borrow up to $7.9
billion to fina nce capita l projects to meet infrastructure needs while still remaini ng
within the OMS debt guidelines. T he GTA municipalities could finance up to
$3.8 bill ion.

Indicators of Municipal Capacity to Assume Debt'!'

Match Historical Debt Charge Ralio"

Match Provincial 1987 P.D.1. Share· "

OMB Debt Limit

$ Million

2,45 1

3,345

7.888

Table 10

Source: Mini. try ..rMunicipol AlTai... and Ministry ofTreuury and Erono miC$.
• Thia table wu ealculated using an interest ra te ofI l.S per cent per annum and a n amortization period of21l rur$.
• • Thi.level of municipal debt w..uld produce the ....me ratio ..f debt charges to operati ng expendit ures that exiMed in

1979.
• • • Provincial intere. t payments (P.D.L) .... a share ..fbudgetary npendit ures. Municipal principal a ud intereot payments

a. a .bar. or operatine expenditures.

Municipal Reserves and Reserve Funds

Rese rves and rese rve funds are accumulated revenues set aside by mun icipalit ies
to finance operating and capital expenditures at some future time. Reserves are
generally used for such operating pu rposes as contingencies and sick-pay credit
programs. Reserve funds are created by mun icipal councils fo r future capital
projects and represent an alternative to long-term borrowing.

Monies set aside in reserves and reserve funds grew stead ily between 1982 and
1987. (See Chart 1.) In 1982, the ba lance in reserves and reserve funds to ta lled
$1.3 billion. By 1987, the balance had grown to $2.6 billion. This represented an
average increase of 15.2 per cent per year. GT A municipalities reported faster
growth in their reserves and reserve funds, at an average annual rate of 16.3 per
cent from $638 million 10 $1.4 billion.

Lot levies are charges or fees placed on parcels of land (for example, residential
building lots) before development. T he revenues go towards fi na ncing munici pa l
infrastructure, related to the new development , such as arterial roads. trunk sewers
and waterrnains, and recreational faciliti es . Developers generally provide on-site
services. Lot levy revenues must be kept in a separate reserve fund .

Lot levies represent a significant and growing source of municipal reven ue. These
revenues increased five-fold between 1982 and 1987. (See Table 11.) In 1987,
municipalities raised $397 million from lot levies. T he building boom in Southern
Ontario was primarily responsible for this trend and many municipalities increased
thei r levies, or imposed levies for the first time, in response to service needs
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ari sing from strong growth . The GTA municipalities raised 73.8 per cent of these
funds.

Part T wo of this paper describes in detail the Development Charges Act which will
bring structure and accountability to lot lev ies .

Lol Levles '", 1987
($ mi llion )

G reater Toronto Area

Olher Regions

Counties

North (including Sudbury)

Provincial Total

Annual Rtyenues
From Lot Lt,-,. and

l)eyt lopen' Contribul ions

293
se
44

2

397

Table 11

Closing 8<Jbnn
From Lot LeY,. anc!

[)enlopen' Cont ribulio ns

4n

"'04
8

660

Sou rce : Fina ncial Information Rel urn, role<! ", ilh the Mini" ry of Mu nicipal Affair.. 111>I2 10 1'11I1 (pre limina ry)_
• Includes conlribu' ion, for re<rea li"nal lands.

Municipal Financial Health

The municipal sector as a whole is In a strong financial pos itio n. a ltho ug h
significant exceptions exist, even within the GTA. Local governments have coped
well with Ontarians' increasing needs for services. As th is review has shown. over
the period 1982-1987:

• municipal capita l spendi ng grew at nearly twice the rate of inflat ion;

• mun icipal rel iance on long-te rm bo rro wing declined;

• the tota l amount of municipal debt o utstanding declined sharply;

• the portion of an nual expend itures devoted 10 serv icing municipal debt
declined;

• tota l reserves and reserve funds, set aside to finan ce future expenditu res,
increased steadily;

• municipal own-source revenues increased more slowly than Provincia l own
source revenues; and

• property taxes. mu nicipalities' primary sou rce of revenue, rose slightly as a share
of household income.

Local governments have maintained a gradual increase in ow n-sou rce revenue
despite sign ifica nt spend ing p ressures . For example , munic ipal capital
expenditures increased at an average annual rate of 9.8 pe r cent between 1982 and
1987. At the same lime, municipalities reduced. rather than increased, their use of
long-term debt to finan ce these expenditures. Local governments have been
financing capital expenditures fro m current revenues.
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If mun icipalities adopted a financing strategy that recognized the exten ded useful
life of capital projects. their ability to fund an increased proportion of ca pital
requirements. over the next several years. wou ld be significa ntly enhan ced.
part icularly in high -growth areas such as the GTA. Municipalities could borrow
up to $7.9 billion to finance capital projects. while adhering to the OM B
guidelines.

Part Two: The Development Charges Act

Overview

Lot levies have become an important source of municipal revenue in recent years.
As growth increased. levies became more widely recogniz ed as a way to ensure
that developers who benefi t substan tially from growth make a co ntribution to the
infrastructure which fosters that growth. However. the systems of introd ucing.
ad justing and appealing municipal levies have been ad hoc , an d have created
co nsiderable uncertaint y fo r municipalities and developers.

O n Decembe r 12. 1988. th e Govern ment re leased a G ree n Paper en titled
"Financing Growth-Related Capital Needs" . This Paper o ut lined On tario ' s
increasing need for ne w capital infrastruct ure. such as sewer. water and road
systems and schoo ls. The Green Paper examined charges on develo pment. such as
lot levies, and other options for financing capital infrastructu re. It also suggested
improving the structure and accountability of existin g municipal lot levies and
fro nt-end fina ncing arrangements.

An extensive consultation process was undertaken . T he Parliamen tary Assistants
to the Treasurer and to the Min isters of Municipal Affairs. Housing and Educat ion
held severa l meetings with interested parties. In addition . an Interministerial
Committee with rep resentatives from the ministries of Municipal Affairs. Treasury
and Economics. Education and Housing reviewed over 120 briefs submitted by
municipalities. school boards. developers and others. As a result of th is
consultation process. many useful suggestions have been incorporated into the
Development Charges Act. The Act provides a pe rmissive legislative framework fo r
developmen t charges. front-end financi ng and ot her innovative fina ncing
arrangements.

A number of briefs expressed conce rn about the effec t of lot levies on the price of
housing. It is important to note that levies are a charge on developmen t and will
be paid by developers. Developers. mun icipalities and school boards will all
benefit fro m the new certai nty surround ing the financing of growth-related capita l
projects which could speed up the development of the infrastructure needed to
accommodate growt h. T his, in co mbination with other Government initia tives,
could accelerate the ap prova l of new ho using deve lopments, and bring more
houses to the market. This is expected to have a moderat ing effect on housing
prices in the long term .
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During the consultation process, a number of municipalit ies noted their pra ctice of
cha rging lower levies on less expensive housing. It was thu s felt to be an
unnecessary co mplication for the Province to legislate an explic it discount to
encourage developers to build affordable housing. Furthe r, the app lication of
school purpose development charges to commercial and industrial de velopers will
reduce the lot levies on residential developers.

Draft regulat ions will be released sho rtly and the Govern ment plans a consultation
period during which interested parties will have the opportu nity to make further
technical suggestions on implementation . T he legislat io n will take effect upon
Royal Assen t.

Municipal Lot Levies

The Development Charges Act will bring structure and accountab ility to municipal
lot levies. The authority of municipalities to esta blish lot levies will be enshrin ed
in the Act. Municipalities choosing to impose lot levies will be required to
establish and report on lot levy reserve funds .

Muni cipalities will be perm itted to charge up to 100 per cent of net growth-related
ca pita l costs to new development. Many aspe cts of the Development Charges A Cl

closely parallel Green Paper proposa ls.

• Municipalities may levy for the capita l costs of both " hard" services such as
roads and " soft" services such as recreational facilities. Muni cipalities may not
levy for their contributions to hospital capital fund s.

• Ca pita l recoverable from lot levies is limi ted to the cost of acquisition and
co nstruction of land and buildings, roads, sewers, sewage treatment equipmen t
and simila r items that form an in tegral part of capital so defined. Rolling stoc k,
books, furniture and other equipment are excluded.

• Lot levy by-laws will ha ve a duration of no longer than five years.

• Lot levy by-laws will be subject to a public consultation process similar to that
required under the Planning Act.

• Lot levies will normally be co llected by lower-tier municipalities.

• Lot levy by-laws may be ap pealed to the OMB with in 20 days of adoption.
While the levy is under appeal, levies will be pa id and development will
proceed .

Other aspects of the Development Charges Act reflect suggestions received during
consultation .

• Muni cipalities with curren t lot levies in excess of $3,(X)() on a single-family home
will have one year to conform with the legis lation . Other municipalities will
have two yea rs to conform.
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• Collecting governments will be required to remit lot levy revenues to the levels
of government impos ing the charges by the 25th day of the mon th following that
in which the revenues are collected.

• Upper-tier munici palities will be able to collec t lev ies for roads. water and sewer
systems at the subd ivision agreement stage. as appropriate.

• Lot levies may be indexed for infla tion. The use of specific indices prescribed
in regula tio n may not be appealed.

Further info rmation may be obtai ned fro m the Mun icipal Finance Branch .
Ministry of Mun icipal Affairs. lSth Floor. 777 Bay Street, Toronto, O ntario . M5A
2E5. Pho ne (4 16) 585-63 11.

School-Purpose Lot Levies

The Province has extended its th ree-yea r, $900 million capital commitment to a
fourth year, fo r a total commitment of $1.2 billion . T he $300 million annual
commitment is an increase of more than 300 per cent over the $72 million
allocation in 1984-85. This capital commitment will generate $1 .8 billion in schoo l
capita l projects.

The Development Charges Act will give school boards permissive au tho rity to
establish lot levies. In response to a nu mber of recommendations. levies will apply
to resident ial. commercia l and ind ustrial development. School boards have the
option of recovering up to 100 pe r cent of the local share of approved growth 
relat ed capita l costs fro m such levies. Alternatively, boards will remain free to
finance the local share of school construction from the property tax base, through
debentures, or in other innovative ways.

• School-purpose lot levies will normally be collected by lower-tier municipalities,
and remitted to school boards by the 25th day of the month following that in
which the revenues are collected.

• Lot levy revenues will be deposited in a joint account between co- term inous
school boards. Funds will be released for growth-related capital p rojects
approved by the Ministry of Ed uca tio n.

The legisla tion and regulation covering school-purpose lot levies will paralle l that
govern ing municipal-purpose lot levies.

Further information may be obtai ned from the School Business an d Fina nce
Branch , Ministry of Education , 21st Floor, Mowat Block . 900 Bay Street. T oronto,
O nta rio, M7A IL2. Phone (416) 965-6401.

School Boards ' Access to Canada Pension Plan Funds

School boards will have the option of accessing up to $200 milli on of lower cost
Ca nada Pension Plan (CPP) funds when avai lable. to fi nance the local sha re of
approved school capita l. T he O ntario Municipal Impro vemen t Co rporation
(O MIC) will flow availab le C PP funds to school boards under the terms and
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conditions at which OMIC borrows. School boards will retain the option of
borrowing fro m conventional sources. Further information can be obtained from
regional offices of the Ministry of Educa tion.

Payments-In-Kind as an Alternative to Lot Levies

Payments-i n-kind are encouraged as an alternative to lot levies both for
municipa lities and school boards.

Front-End Financing A rrangemen ts for Municipalities and Developers

The Development Charges Act sets ou t the requirements for municipalities to
re imburse developers on a " best efforts" basis when front -end financing
arrangements are undertaken.

Summary

The Development Charges Act provides new options for add ressing Ontario's
capital infrastructure needs.

T hese initiatives will provide:

• structure and acco untability to the municipal lot levy process ;

• add itio nal fi nancing options for much-needed school construction;

• the certai nty. structure and flex ibility in front -end fina ncing arrangements
needed to bu ild capital infrastructure;

• a framework to enable developers. who benefit from infrastructure development.
to contribute to its cost; and

• t he infrastructure nece:r.sary to speed up the approval of ho using developments.

When this is accompanied by measures to increase highway access to more
communities. to substantially increase Ministry of Housing expenditures and to
speed up the pla nning and development processes. downward pressure on housing
prices is expected to result.

Conclusion
Municipa lities are in a generally healthy fi nancia l posiuon . Mun icipalities have
developed the alternat ive sources of revenue avai lable to them. including user fees
and development charges. The total amount of outstanding long-term mu nicipal
debt decli ned from $3.2 bill ion in 1982 to $3.0 billion in 1987. Indeed .
municipalities could borrow up to $7.9 billion to finance the construction of
capital projects without exceeding OMB guidelines.

The Province provides significant financial assistance to municipalities. in the form
of transfer payments which increased from $2.5 billion in 1982 to $3.6 billion in
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1987. for an average an nual increase of 7.2 per cent. well above the ann ual rate of
inflation.

The Province has recognized municipalities' need to respond to growth-related
pressu res through the Development Charges ACl. which will bring structure and
accountabili ty to municipal lot levies. The Province has also responded to the
growth-related pressures confronti ng school boards; the three-year $900 million
capital grant comm itment has bee n extended to a fourth year for a total of $1.2
billion; and the Development Charges Act will give school boards the option of
establish ing 101 levies for growth-rela ted capital needs.

The pressures to finance services and infrastructure will require cont inued joint
efforts between the Province and municipalities.

Recently , an Advisory Committee to the Min ister of Mu nicipal Affairs on
Provincial-Mu nicipal Financing Matters was established. Th is Committ ee.
including both mu nicipal an d Prov incial rep resenta tives, will provide expert
advice to the Minister in exploring furthe r creati ve responses to financ ing
press ures.

In some areas. local property assessments freq uently arc not sufficien tly cu rrent to
ensu re that property taxes are as fair as possible and arc payab le in a timely
fashion on new development. At the same time. it is difficult for the Province to
provide the resources necessary to enhance the current level of service provided
by the Ministry of Reve nue. The Com mittee will be asked to consider the
municipal ro le in setting assessment workload priorities. including the possibili ty
of municipa l co-payments for selected assessment services.
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Introduction
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An Action Plan

In the May 1986 Budget , the Treasurer anno unced a rev iew of the financing of
indexed pensions for O nta rio 's teachers and pu blic servants. Since then. th ree
reports ha ve been published which reveal serious deficiencies in the funding of
indexation benefits. While extensive discussions with representauves of plan
members have not resulted in agreement on new arrangements. the Government
has ind icated it must address the fi nancial pro ble ms of these plans if full
indexation for teach ers and publ ic serva nts is to co ntinue.

The legislatio n will provide plan mem bers and the Government with optio ns for
enteri ng into new arrangements on how the plans are managed in the fut ure. As
discussed with the representatives of plan members. these options are:

• a full partnership and joint trusteeship;

• a member-run arra ngemen t; or

• Govern ment sponsorship.

Without an agree ment on future management of the plan. the Government will
remain sole sponsor for no w. However. the legislation that will be introduced
soon to begin reform of these plans will permi t these other two managemen t
options to be pu rsued in the future.

This Budget provides funding for the first steps necessary to resolve the funding
deficiencies. The pu rpose of this paper is to exp lain th e na ture of th ese
deficiencies. the optio ns considered and the proposed resolution , as well as to
present an outline of the fiscal an d finan cing implicati ons for the Government .

Summary of Financial Reforms
The following measures arc being taken to en hance the security of these pension
benefits.

• The funds that provide the indexat ion benefits will be combined with tho se for
the basic benefits. resulting in one teachers' pens ion fund and o ne public service
pension fun d.

• To fully fund benefits in the fut ure. the matching co ntribution rate , paid by plan
members and the Government. will be increased by one per cent of salary each .
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• T he Government will pay the past deficits of the two consolida ted pension
funds. estimated at $5.7 billion ($4.0 bill ion for the teachers' pensio n plan and
$ L7 billion for the public service pension plan ).

• T hese pension funds will be permitted to invest in market securities in the
future . and the contribution rate has been set on this basis.

Impact on Plan Members

As Table I ind icates. a plan member with an annua l salary of $40.000 will pay an
additional $400 in pension contributions. However. contributions to a Registered
Pension Plan are deductible from income subject to taxation. This mea ns that the
after-tax co st o f the add itio nal co ntrib ut io ns co uld be significantly lowe r.
depending on the marginal tax ra te of the plan member. A plan mem ber with a
salary of $40.000. therefore. might have an afte r-tax cost of about $236.

Impact of a I Per Cent Cont ribution
Rate Increase on Plan Members
[dollars)

Approx imate
Total Income Increased Contribut ions After·Tax Cost

18.000 180 132

25,000 250 183

40,000 400 236

45.000 450 265

50.000 500 295

75.000 750 406

Ta ble 1

Fiscal Impact on Government

The financial reforms require increased Governmen t expendit ures in respect of
higher contribution rates and of special paymen ts to fund the past deficits.

Special payments will be mad e over 40 years as a constant percentage of payroll.
The percentage of future payroll is expected to be about 3. 1 per cent for the
teachers' plan and 2.7 per cent for the pu blic service plan. T he total contri bution
rate increase for the Governmen t is. therefore. 4.1 per cent for the teache rs' plan
and 3.7 per cent for the public service pla n. Members' contribution increases
relate only to fut ure service and amount to on e pe r cent .

Tables 2 an d 3 show the impacts on Governmen t expendi tures of these changes to
the teachers' pension plan and the pub lic service pensio n plan. respectively.
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Teachers' Pension Plan > Annual Costs Tabl e 2
($ million)

Pre-Reform Budget Poo;t -Refor m
Expenditures Measures Expendit ures

1989-'Kl S73 ,," 588

1990·91 S92 40 632

199 1-92 625 136 761

1992-93 645 160 8"

1993-94 676 178 854

Public Service Pension Ptan . Annual Costs Table 3
(S mill ion)

Pre-Reform Budget Post-Reform
Expenditures Measures Expenditures

1989·90 259 13" 272

1990-91 272 55 327

199 1-92 285 61 346

1992-93 299 66 '6S

1993-94 JI3 74 387

• lIudgcl measu<es are "-,,umN 10 be df«riw Jan uary I. 1990.

Background

Nature of Financial Problems

The financial probl ems of the teache rs' and pu blic service pension plans are a
resu lt of decisions made when the indexation benefit was introd uced in 1975. To
protec t the pensions of retired teachers and public servants against the high
infl ation rates of the 1970s, the Onta rio Legislature passed the Superann uation
Adjustment Benefits Act (SABA) which established the Teachers' Supe rannuation
Adjustment Fund (TSAF) and the Pu blic Service Superan nuat io n Adjustment
Fund (PSSAF). Both were separate from the funds tha t provide the bas ic be nefi ts.
The SAB A permitted other employers to participate. and subsequent ly. Ryerson
Polytechn ical Institu te established an indexation fund on the same terms.

Starting in 1976, the SA BA provided au tomatic pension inc reases of 100 per cent
of the rise in the Consumer Price Index (C PI)_ with an annual cap of 8 pe r cent.
In years when the CP I increases by mo re than S per cent. the excess is ca rried
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forward and app lied when the infla tion rate is lower. In essence. this amounts to
full inflation protection.

Pension pla ns are norma lly designed 10 be fully funded . Th is me an s that
contribu tions plus expected investment earnings should be sufficie nt to fi nance
pension benefits as they are earned . T he funds which pa y for the basic (non
indexed) pen sion be nefits of teachers and pu blic servants are structu red in this
manner. Teachers now contr ibute 6.9 per cent of the ir sa lary to the Teachers'
Superannuation Fund (TS F). and public servan ts. 6.0 per cent. to the Public
Service Superannu ation Fund (PSSF). T he Govern me nt matc hes these
contributions and has paid additiona l amo unts for de fi cits as they have arisen.
Since 1966. the Govern ment has made special paym ents to pay deficit s in the
teachers' basic pla n of about $1.2 billion. The comparable figure for public
servants is around $500 million. The value of these paymen ts measured in today's
dollars is roughly $3.7 billion for tea chers and abo ut $1.4 billion for public
servants. T he deficits arose for a number of reasons. incl ud ing higher than
e xpected sala ry increases. demographic changes. and lower than expected
investment re turns. T hrough rhese payments. the basic plans have remained fully
funded .

A different funding method was adopted for the indexation benefits. To pay for
these ben efits. the Government and plan members were each req uired to
contribute one per cent of salary to the indexation fund s. T he be nefits were
funded on a modified pay-as-you-go basis; that is. contributions. taken together
with in terest earned, were desig ned to pay for the benefits of cur rent retirees.
sta rting with those who retired in 1976. With the choice of this approach . no
fund ing was provided for benefits that were earned for service prior to 1976. The
contribution rate was also insufficient to pay for the then -current contributors'
benefits. It was understood at the time that the matching contri but ion rate would
eventua lly have to r ise. T he SABA established co mm ittees to review req uired
contribution rates once a year. with the provision that rates not be increased for
five years. For those who retired prior to 1976. the same indexation benefit was
provided. but paid for en tire ly from the Consol ida ted Revenue Fund (CRF) .
These benefits also were not fun ded .

This fundi ng method. no t normall y permitted for pension plan s. was made possible
th rough an exemption under the Pension Benefits Act. T he exemption was
introduced at a time when high infl ation rates were causing deficits to arise in
pe nsion funds. while putting pressure on employers to prov ide inflation protection
for pensioners.

T he difficu lty with continu ing the modified pay-as-you-go fund ing method relates
to de mograph ic changes. As lo ng as contribut ions to the indexation funds from
people working. together with investment income, are larger than the indexation
ben efits being paid to retirees. the fun ds stay essentially solvent. However . the
number of ret irees has increased significa ntly relati ve to th e number of
contributors since 1975. an d will continue to do so. In brief. demograph ic changes
are rapidly exacerbat ing the problem created by inadequate fund ing. Curren t
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projections point to the indexation funds becoming exhausted aro und the turn of
the century.

Data on the changing demographic co mpos itio n of the teachers' and pu blic service
pension plans are contained in Chart 1. The Chart shows the ratio of contributors
to pe nsioners in the teachers' and public service pension plans from 1976 to 2020.

In 1976. there were more than six contribu tors for every pensioner in the TSF. By
1985. that ratio had dropped to 4.2 (0 one. It is expected that by 2005 the re will
be fewer than two contributors for every pen sioner in the T SF. In 1976. there
were almost five cont ributors for every pensione r in the PSSF. By 1985. the rat io
had dropped to 2.7 to on e. It is expected that by 1995. the re will be fewer than
two contributors for every pensioner in the PSSF.

Population Projection: Ratio 01
Contributors to Pensioners

Chart 1
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Coward and Rowan Task Force Reports

In light of concerns about the financing situation. Laurence Coward. a leading
actuary and pe nsion expert, was commissioned by the T reasurer to provide a
report on the financing of indexation benefits for mem bers of the teachers' and
pub lic service plans. About the same time. a task force headed by Malcolm
Rowan was asked by the Premier to examine the investment policies of public
sector pension funds. Both repo rts were released in Februa ry 1988'.

Coward estimated that the public service indexation fund wo uld be exha usted by
200t. and the teachers' by 2007, un less co rrective action is taken. According to
Coward, if contributions to the indexation funds are not increased until the fun ds

Laurence Coward. R~porl 10 1M Treusu.rer 0/ Ontario 0fI lh~ Finllndng o/ 8en~/iu Under /he
Su.perllllllu.1I1ion. Adju.s~nl 8~n~fiu A"llnd Associlll~d Su.pm m nu.miofl PIIIIIS. ' 987;
TaU Force on the Investment of Public Sector Pension Funds,/n Wlws~ Interest?, 1987.
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are exhausted, the matching co ntribution rate for indexation benefits would have
to increase to 2.6 per cent at that time for public servants and 4.4 per cent for
teachers, up from the one-per-cent of sa lary paid specifically for indexation now.
Further, by 2019, the required co ntribution rate for public servants would be 4.3
per cent and 6.9 per cent for teachers. The actuary of the two indexation funds
subsequently estimated that if the funding met hod is not cha nged . but the
matching contribution rate is inc reased by one percentage po int in 1990. the year
the funds become exhausted would be postponed. but by less than a decade. (See
Charts 2 and 3.)

Projected TSAF Size With Continued
Pay-As·You-Go Financing

Chart 2
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In his report. Coward concluded tha t the cost of indexing pe nsions for teachers
and public servants is being unfairly passed to futu re generations of taxpayers and
plan members. Based on data to December 31. 1985. he found an actuarial deficit
of $5.9 billio n for teach ers ' indexat ion benefits and $2.6 billion for public service
indexation ben efits. These est imates assume that co ntribut ion rates and the
investment po licy of the plans are no t changed. T hese figures do no t include the
liabilities for those who retired prior to 1976 and whose benefits are paid from the
CRF. T he breakdown of the indexat ion defi cits. including liabilities being paid
from the CRF. is shown in Charts 4 and 5.

TSAF Unfunded liabilities
.£$6.8 blJllonr

Active
Membe'"

Flrture SefVlce
$2.1

Active MemllerS &
Post-1976
Retirees:

Past Servlce
$3.8

Chart 4
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These charts illustrate that a substantial portion of the deficit can be avoided if
action is taken no w. Some $2.8 billion was estimated as necessary to pay for the
fut ure benefits of those now working; $2.1 billion for the teachers' and $0.7 billion
for the public service plan. An increase in the value today of future con tribu tions
of $2.8 billion would be necessary therefore to pa y for future benefits as they are
earned.

Coward recommended that the basic and indexa tion benefits be recognized an d
valued as a single ben efit. He not ed that a re tiree receives only one benefit
payment with constant purchasing power. He further recommended that eac h set
of basic and indexation funds be co mbined and fully funded.

He found a fundamental weak ness in maintaining separate basic and indexation
funds since the rate of inflation affec ts them in differe nt di rect ions. Rising
infla tion simultaneously increases the cost of provid ing indexation benefits and
reduces the cost of provi d ing basic benefits. The latter occ urs because risin g
inflation increases no minal investment ea rnings an d decreases the real valu e of the
final average sala ry on wh ich pensions are based. If the basic and indexat ion
funds were combined. these changes wou ld offset each ot her to some degree.

Coward 's arguments for full fund ing included the pr inciple thai each generatio n
shou ld pay for its own benefi ts, enhanced security of benefits and co nsistency with
fiscal responsibili ty.

Coward suggested that a strong case can be made that pla n members should share
the responsibili ty for the past deficit of the combined plans with the Govern ment.
However, he co ncluded that this would be unfair to many current contributors.
He recommended , the refore. that the Government sho uld fund the past deficits.

Coward also recommended that contribution rates be raised to pay for future
benefits and that full inflatio n protection be co ntinued . provided both parties are
willing to pay for it. He further suggested that the funds be permitted to invest in
market securities. He estimated that market secu rities. over the long term. would
gene rate higher investment returns. thereby leading to lower contribution rate
increases and a lower deficit for past service .

Malcolm Rowan's Task Force report . In Whose Interest? recommen ded that
publ ic sector pensio n funds follo w the same investment practices as those in the
private sector. T hat is. a diversified portfolio of market investmen ts wou ld be
preferable to lon g-term. non-marketable Ontario debentures and deposits. The
Task Force shared Coward ' s views on the restructuring of the teachers' and pub lic
service pension funds. Like Co ward . the Task Force favoured allowing the
pension funds to invest in market secu rit ies. In addition to the ad van tage of lower
costs of prov id ing benefi ts, the Rowan report found that the Governmen t, over
time. could borrow more inex pensively in pub lic markets tha n it now does fro m
these fund s.

T he Task Force was co ncerned that tax payers are clearly responsible for plan
defici ts, yet entitlement to plan surpluses is not clea rly specified in the teachers'
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and public service plans. The Rowan report concluded that contribution rates,
plan assets and plan liabilities should be determined using a low-r isk or risk-free
rate of return . The Government as plan sponsor should then be entitled to any
plan surplus associated with the acceptance of investment risk beyond th is
min imum level. The Task Force proposed that Government be ab le to reduce or
suspend employer contributions during periods when the funds are in surplus. so
that it could recover special payments in respect of defic its that were pa id in the
past.

T he Task Force report recommended that pension fund investment decisions
should be made by arm's length boards. The Task Force suggested that plan
member representation on the boards responsible for investment management
should be based on the risk-reward sharing relationship. That is, if the plan
sponsor is responsible for deficits, the sponsor should have majority representat ion
on the board responsible for investment policy.

The Rowan report recommended that d iscussions take place to clarify the nature
of the underlying pension deal. The report also suggested that pension benefits be
viewed as a part of the total compensation package . rather than independently of
salary and oth er benefits.

Slater Report

The Coward and Rowan Task Force reports raised major financ ial and investment
policy issues involving 260,fXX) people and substantial fina ncial outlays from plan
members and the Government. David Slater, a former Chairman of the Econom ic
Cou ncil of Canada, was appointed to coord inate responses from interested parties.
His report was released in August 1988' .

The Slater report recommended that the existing benefit structure, including full
inde xation, be maintained . provided new funding arrangements were developed to
finance them. He supported the principles of combin ing the basic and indexation
funds, and adopting full fund ing. He also agreed with Coward ' s recommendat ion
tha t the responsibility for the past deficits of the pension plans should be borne by
the Government.

Slater further sup ported the Coward and Rowan recommendations that the plans'
assets be invested in market-based portfolios. He suggested a mo re aggressive
investme nt pol icy be pursued than Co ward had proposed. He concluded,
however, that under the best possible ci rcumsta nces , current contributions,
together with estimated investment income, are insufficient to fully fund the
cu rrent benefit package in the future .

To ma ke the new partnersh ip arrangements and con tr ibution rate increases more
attractive to plan members, Slater proposed that a " start-up" fund be established
for each of the teachers' and public service plans. These start-up funds wou ld

1 Dr. David Stater, A Frt JI! Starr: Report IQ the TreaJUftr 0/ Ontario. the CluJirmiJn 0/ Mrilll~gemell/

BOQrd and the Ministtr 0/ E4u.;alion Oll Ttachers ' and Public Stn·anu· Pt lUionJ. 1988.
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contai n 50 per cent of the existing surpluses in the basic funds and one percentage
point of future nominal investment earn ings for the next five years.

Slater estimated that the start-up fund would amount to at least $400 million fo r
public servants and $825 million for teachers for a total of about $1.2 billion. He
suggested tha t the monies cou ld be used to phase in contribution rate increases. to
pay fo r pension refo rm. to establish a cushion against ad verse investme nt
experience. or for some combinatio n of these possibilities. However. Slater noted
that setting aside the start-up funds would increase the defici ts of the com bined
plans, which he recommended the Govern ment should pay.

The Slater report went beyond financing and investmen t issues and suggested that
plan mem bers and the Government hold discussions o n the option of a full
partn ership and joint trusteesh ip. which he defined to include:

• joint respon sibility for the management of the funds and plan ad min istration;
and

• sharing of future plan surpluses and deficits.

Pension Discussions
In general, the Go vernment is willing to accept the Slater approac h to changing
the governance of the two plans. However. the Government finds some of the cost
implications -- for example, the $1.2 billion in start-up funds -- too great in view of
other pressing priorities.

Discussions with representatives of plan members were initiated in September.
1988. on the subjects of plan governance. funding and investment policy. The
Treasurer noted that the financial issues were of such urgency that he wanted to
provide a resolution in this Budget . However. he also stated that the Go vernment
was willing to take the opportunity to contemplate reform in the governance
arrangements along the lines of Slater's recommendations. The Government also
ind icated that it would be amenable to a member-run fund . The Treasurer
expressed the view that the costs of the Slater proposa ls. including the start-up
funds, were too high for taxpayers to bear -- part icularly in light of growing
financial pressures in other areas.

Despite agreement in a number o f areas. includ ing investment policy. the
d iscussions d id not resolve fundi ng a nd plan gov ernance matters . The
Go vernment agreed to fund the past deficits. provided futu re ben efits wert: fully
funded th roug h equal contr ibutions paid by the Governmen t and plan members.
Th e representatives of both teachers and the major group of unioni zed public
servants said they could not accept the proposed rate increase of about one
percentage point without substantial benefit improvements. However . given the
significant financial commitment requ ired to fund the past deficits and the
Government 's share of higher contr ibutions, the Government felt it could not
agree to expenditures for ben efit enhancements at this time .
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So me representatives of plan mem bers suggested accept ing mo re opt imistic
assumptions about future investmen t returns, which woul d have reduced the
required matching contribution rate inc rease and the size of the past deficits to be
paid. However, mo re optimistic assum ptions wo uld have requ ired a mo re risky
invest ment policy and entailed a higher probability of plan deficits in the future.
After extensive consu ltation with external and interna l experts, the Government
cam e to the co nclusion that it could not support more optimistic assu mpt ions in
fairness to taxpayers.

While the full partnership concept had consi derable appeal to representatives of
teachers and unionized public servants, in both cases they proposed bind ing
arbitrat ion as a dispute resolution mecha nism for all pension-related issues. The
two plans currently have assets of about $21 billion; nearly $15 billion in the
combined teachers' plan an d over $6 billion in the co mbin ed public service plan .
The Govern ment co ncluded it would not be fiscally responsible to allow a non
acco untable th ird par ty to decide matters involv ing sums of this magnitude.
Instead, the Government proposed a neutral chai rpe rson, jo int ly selec ted by both
par ties, for the arm's length boa rd, who wou ld vote only if the board was
deadlocked . For be nefi ts and co nt ribution rates. the Government offered
negotiab ility with the option of mediation.

Anothe r diffic ulty, relating to risk-reward sharing, was that some representatives of
plan members wanted their membe rship to share in any future surpluses. but were
concerned about futu re de ficits be ing shared. The Government proposed some
special measures to cushio n the impact of a deficit situat ion on plan members.
For example, the addi tio nal contributions requ ired could be limited to a maximum
amount or percentage of salary. Within limits, the Government would pay the
remainder to the pension fund with these "advances- being re-paid with interest
by plan members. If the defi cit increased furt he r. or persisted for a lengthy
period , plan members would increase contrib utions or ha ve their benefits reduced.

The T reasurer announced in January, 1989 that despite the lac k of agreement
between the Go..'ernment and representatives of plan members, the fi nancia l
difficu lties necessitated that wor k begin to effect the restructuring. Discussions
and other exchanges o f views with represen ta tives o f plan members have
continued in the interim.

Plan Governance Options
T hree general options for managing the teachers ' and public service pension funds
are:

• full partne rship and jo int trusteeship;

• a member-run arrangement; or

• Government sponsorship.
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Full Partnership and Joint Trusteeship

This arrangement entails a shar ing of surpluses and deficits. with some temporary
Go vernment assistance available 10 alleviate the impact of a large defici t on
indi viduals. Government and plan members would be equally represented on the
arm's length board with full fid uciary responsibility for the investment of the fund
and for benefit adm inistration and adjud ication. A mutually selected chairperson
would vote only if the board beca me deadl ock ed . At specified inte rvals.
negotiations o n changes to the structure of benefits and cont ribution rates would
take place. Either party would have recourse to a mediator.

M ember-Run A rrangement

Under this optio n. all decisions would be made by plan member representat ives.
Plan members would have the right to futu re surpluses and the responsibilit y for
future deficits. The Government's role would be to pay a specified matching
contribution rate in respect of each public servan t o r teacher and to ensure a
financia lly sound transition. After the transition to a member-ru n fund was
complete. the pension fund would be subject only to normal regula tory controls.

Government Sponsorship

Without a new, mutually-agreed arrangemen t. the Government will remain sole
sponsor on the understanding that futu re co ntribution rates fully fund futu re
benefits. As suc h. it retai ns the righ t to any future sur pluses and the responsibility
to fund future deficits. It also will select a majority of the board.

The financial refor ms apply to aU optio ns.

Financial Reforms
T he Govern ment will introd uce legislation, with implementation targeted for
January I, 1990. co ntain ing the following reforms.

• For each of the teachers' and public serv ice plans. the basic and indexation
funds will be combined and fully funded .

• Responsibility for management of the funds and plan adm inistration will be
transferred to boards at arm 's length from the Government.

• T he com position of the boards will reflect the r isk-reward sharing arrangement.

• T he boards will be allowed to invest the funds in market securities. subject to
the provisions of the Pension Benefits Act.

• Teachers' and public servants' contribution rates for future service will be
increased by one percentage point.

• T he Government will match the teache rs' and public servants ' contribution
rates.
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• Benefit improvements brought about by Ontario 's recent pension reform will be
made (examples incl ude improved po rtabi lity rights, the right to a pension alter
a sho rter period of plan membership and locking-in of benefits, minimum
employer contributions. market-related interest rates o n refunds).

• T he Government will fund the past deficits of the consolidated pe nsion fun ds
over 40 yea rs as a constant percentage of payroll. T he liab ilities be ing fund ed
will include the value of benefits currently being paid from the Consolidated
Revenue Fund , and these be nefits will be paid from the pension fund in the
future.

• Surplus withdrawals will be permit ted in accordance with the Pension Benefits
Act afte r the initial deficits have been paid .

• While the Government remains plan sponsor, it will be permi tted to reduce o r
suspend contributions if the plan has a surplus after the initial deficits have been
paid.

These measures are be ing taken to enhance the security of benefits fo r all pension
plan members.

Investment Policy
T he legislation governing teache rs' and pu blic serv ice pe nsions requires that all
mon ies not req uired to pay be nefits in a given yea r be invested in Province of
Ontario debentures and deposits. Since 1971, the interest ra tes paid have been set
based on market rates for Ontario and Onta rio Hydro bonds.

The assets of the TSF are presen tly invested in fixed-rate, fixed-t e rm , non
marke table Province of Ontario debentures. T he asse ts of the PSSF and the
Superannuation Adjustment Funds (S AFs) are fixed-rate, fixed-term, non
marke table deposits in the C RF. Information on these plan inve stments is
provided in Table 4.
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Existing legislation will be amended to permit the pensio n funds to invest in
market secu rities effective January I. 1990. The Province will not be required to
issue non-marketable debt to the pension funds after December 31. 1989.

Impact of Market Investment on Pension Funds

Diversi fi ed market investments have the potential to yield higher average returns
without a significant increase in risk. While investmen t in equ ities carries the
potential for a higher rate of return than fixed- income investments, it is also
acknowledged to be acco mpanied by a higher level of risk. However. the level of
risk for the portfolio as a whole can be moderated by di versification. Market
investments also enable the funds to alter the mix and term to maturity of assets in
light of changing economic circumstances. T he current investmen ts are mainly
long-term and cannot be sold befo re they mature.

A number of observers have noted that the real (after
diversified pension fund are less likely to be affected
co nsisting entire ly of long-term fixed-income securities.
importan t fo r a pension plan which is fully indexed.

Impact on Ontario 's Sources and Costs of Financing

In ge ne ral. the studi es have co ncluded that Onta rio co u ld bo rro w more
Inexpensively in public markets than fro m public sector pension funds and. as a
result. co nsiderable savings in public debt interest are possible. The cost of
borrowing from pension funds in recent years has exceeded public ma rket rates.
and the amount of borrowing, as requi red by legislation. has recently been greater
than the Government's needs.

Public borrowing would provide the Province with flexib ility in ti ming. term to
maturity and choice of market. In the long run. increased borro wing in public
markets would make Ontario debentures more attractive to investors because the
debentures could be bought and sold more easily.

Transition to Market Investment

The deposits of the PSSF and the SAFs will be converted to debentures of th e
same amount and bearing similar terms and conditions as the deposits. In order to
combine the bas ic and the indexation funds. the debentures of the TSAF will be
transferred into the TSF while the debentures of the PSSAF will be transferred
into the PSSF. As of Ja nuary I , 1990. the funds will be free to invest their net
cash fl ow in market investments. provided the legislation has been enacted. Net
cash flow consists of contribu tions. interest. maturing de bentures an d special
payments in respect of the past deficits. less ben efits paid and ad ministrat ive costs.

Estimates of the net cash flow available for investment in the next five years are
set out in Table 5.
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Pension Funds' Estimated Net Cash Flew Table 5
for Investment Purposes
ISbillion)

Teachers' Plan Public Set"l'lce Plan

1990 2.• 0.9

199\ 2.9 1.0

1992 3.7 1.1

\993 3.7 U

\ 994 3.8 IJ

Discussions on the transition plan will be held with the boards of the new funds
and the representatives of plan members.

Setting the Investment Return Target

Pension and investment experts generally agree that the asset mix decision is the
most important factor in de term ining the rate of investment return and the
corresponding level of risk.

As a general principle, the Govern men t is willing to accept a mode rate degree of
risk comparable to that currently being assumed by most private sector pension
funds. A real (after inflati on ) rate of return target of 3.5 per cent was selected for
the purpose of costing the plans. Given the current investment policy of the
teachers' and public service plans, this would mean adding eq uities, short - and
long-term market fi xed-income securities and other investme nts, including rea l
estate, to the current portfolio.

Research done for the Rowan Task Force report suggested that " the most
appropriate implementation strategy is a middle course in which existing non
marketable bonds remain in the investme nt portfolios of the public sector
employee pension funds until they mature, but new mo nies are invested in mark et
investments." The Rowan report, and oth er sou rces, caution that the transition to
eq uit ies should be gradual because of the need to build up expert ise in this area.

Responsibilities of New Arm's Length Boards
Responsibility for the management of the funds, as well as plan administration and
ben efit adjudication, will be transferred to new boards at arm's length from the
Governmen t. Representat ion on the boards will be related to the risk/reward
sharing relationship. Given that the Government will remain plan sponsor for
now in the absence of a full partnership agreement, a majority will be selected by
the Governmen t.

Cu rrently, the Teachers' Superannuation Commission is responsible for plan
ad ministrat ion as it relates to teachers. In the case of the public serv ice plan, staff
of the Ministry of Governme nt Services and the Publi c Service Superannuation
Boa rd are now responsible for these rnaners. Both functions are essential and will
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continue. Interim arrangements may be necessary to ensure a smooth transfer of
responsibility to the new boards, Equita ble treatment of the employees involved
of COUf!>C will be a priority.

Past Deficits

Teachers' Pension Plan Valuation
($ billion)

As of Dece mber 3 1, 1987:
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of a_~ P<'r cen , . SCn",.i,y and pt mtltM i"n:>1 ,""...,....... au in add it..... ,0> , be _ .. me<! inc...,_ ;n ""I..~ level..
TI>eo.e _ ..mp'''''''' a..., u'Ie<1 10 ~.h.e the pI.n """. ,be !un, te,m and may ..... be c"n.....ent ..itl> c ..r...,nt
« " .......it: t ...,nd~ or ronditlo.Ml'.
The c .., ,,,n l _ .. ut lbe plan a> of Mareh }1. 1\lHII ore pre-en,e<! in Table a. The av.c-ro .JMl. n in tl> A laI>Ie ...

ao: " ... ia! PU ' p.>'oe1o differ f....... " .....,nl _l> in ,h:L, ' bey ind '" ,Ite ~al..e a>a ' l'lnember} !. 1~ of fUIU ...,
contribu t...... ph.. in~...unen. earn inp.. l .."; fitin inrl""" bendi....h ie" .. ill bc earned by c ur ",nlao: , ive
_mben in ,he fut.. ,e and benefi .. .. Ilit:h .. ill be paid 10 defe.red and ret,... membe.. i .. t ~~ f..I1. ",.

Public Service Pension Plan Valuation
(S billion)

A$ of Dfttmber 31, 1987:

Toul Assel!i

Toul Liabi lities

Pan Deflclt

Projected to December 31, 1989:

PaSl Deficit

Table 7

8.7

10.3
1.6

1.7

Nme: Tile pri ncip:ol cconomic a....m p'i,," ' ..",d in lh....I..alion , :I.".. me nomin.1 inl• ...," ,:>,"' of 8.(1 "" . cent , lre.me<!
d" ..n ,,",or r.~. y':>"'. fmm ~ rotC "f (,,~r I ' PC' c~n l ill 1<llN. n"mi n:>l ", I:>,) in".."" of 5.5 PC' <enl and ,nnalion
of 4.5 pcr <en,. Senior i') ,,-nd pmm", i"n:>l in« . :>"" a,~ in addi1ion 10 lh "-,,, ..m.d incr.."", in ", 1:1. ' ) 1....1,.
T hese "-,,..mpli o n, ,,-..., .. '10<1 '" ~:>l ..e ,he pl:> n ",·or the lung 'e. m a nd may n<>1 be con,i"cn, witll curren l
ccono mi<: ...nd, or c" nd i.;" n..
The Cu rre ,1t "--,, " f . he plan ao,,( Ma, .11 } I. 1<llN ue p.ncn iOd in Table 4. The a_IS ' ......n in Ihls ..ble fur
x 'uu;al p..r~ diffe:. lrum cu rren ' .......1S in ,hal 'hey inc lude , lie . alue ;l.o a' o..:embe' } 1. 1<11<7 ul (..lu ,e
rowmibu,i" n. plu. i n~,..,.men, earn inl'- l"'bili 'ies ,ndude be"" fito ..1lit: II ..ill he ne<! II) C.. rrc n, xt;~.

mem"'.. ;n the f.. tu..., and bc n.fi 1~ .II ic ll .. ill ... p.>;d ", deferre<! and retired mem ;n ,he I.. t.....,.
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Financial Reporting and Accounting Practices
T he proposed financial reforms will have a significa nt impact on government
acco unting and financial sta tements. In particular. three aspects of the proposed
legislat ion will cause significa nt red uctions in the amounts available for borro wing
and reported as pensio n fun d deposits:

• co mbining the basic and indexation funds;

• replacing PSSF and SAF deposits with debe ntures: and

• permitt ing the plans to invest in market securities.

The follow ing summarizes the impact of these ch anges on the Prov ince's financial
reporting and accounting practices:

- the pension fund deposit category will be eliminated;

- the PSSF and PSSAF deposits, converted into debentures. will be reported as
de ben ture liabilities: and

- the TSF debentures will be combined with those co rrespond ing to the TSAF
deposits and repo rted as debenture liabi lities.

Table 8 shows the estimated financial impact of the legislation m 19R9·9Q and
1990- 91.

lmpaet of Reform on Statement of
Ftnancia! Transactions
(S milliotl)

Revenue
E.pe-ndi ture

Deficit

Financing

Reduct io n in oorrowinc from Teachers" Superannuation Fund 

Reduct io n in pension fund deposits"

Red uction in fina ncing sources fro m pension fund s

1989-90

28

28

6"
232

901

Table 8

1990-91

os.,
1,765

1,116

2.881

• Aft• • t ko:embo. )1 . 1"'11'I. , h••.,mhin('d ' . ..h....· . nd puhlic ...r~irc pon,iun fund. ", illlw po. miUni ,,, i n ~",' in
ml.~e' ....u.ili." and will no Io n"..... . m. ndal y u.u of fin.nci nl 'o On tario. Accordingly. th O I'ro~iM. will
mff ' i.. r,nanci nl ' OQuircmcn" fm m ", h. . ..' uK uch .. puhlic m••k.h . ( 'an""a l'on,i"" Plan . I'",vinc. " r
O ntar io Sa .in~ O ffice " . liquid ........ vn.

Conclusion
The fina ncial problems of the teachers' an d public service pension plans are clear:
plan liabilities exceed plan assets by billio ns of dollars . Unless co rrective act io n is
taken. the plan deficits will become even larger.
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The Government 's objectives are to ensure that pension benefits are securely
funded and that pension costs are not simply transferred to future generations of
plan members and taxpayers. T he Government therefore has agreed to assume
the past deficits if future benefi ts are fully fund ed.
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