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Management’s Responsibility for
Financial Reporting

The consolidated financial statements of the Ontario Teachers’ Pension Plan have been prepared by management,
which is responsible for the integrity and fairness of the data presented, including the many amounts which must,
of necessity, be based on estimates and judgments. The accounting policies followed in the preparation of
these consolidated financial statements conform to Canadian generally accepted accounting principles. Financial
information presented throughout the annual report is consistent with the consolidated financial statements.

Systems of internal control and supporting procedures are maintained to provide assurance that transactions
are authorized, assets safeguarded and proper records maintained. These controls include quality standards

in hiring and training of employees, a code of conduct, the establishment of an organizational structure that
provides a well-defined division of responsibilities and accountability for performance, and the communication
of policies and guidelines through the organization.

Ultimate responsibility for the consolidated financial statements rests with the members of the Board.

The Board is assisted in its responsibilities by the Audit & Actuarial Committee, consisting of six Board
members who are not officers or employees of the plan administrator. In addition, the committee reviews

the recommendations of the internal and external auditors for improvements in internal control and the action
of management to implement such recommendations. In carrying out its duties and responsibilities, the
committee meets regularly with management and with both the external and internal auditors to review the
scope and timing of their respective audits, to review their findings and to satisfy itself that their responsibilities
have been properly discharged. This committee reviews the consolidated financial statements and recommends
them for approval by the Board.

The plan’s external auditors, Deloitte & Touche LLP, are directly accountable to the Audit & Actuarial Committee
and have full and unrestricted access to the committee. They discuss with the committee their audit and
related findings as to the integrity of the plan’s financial reporting and the adequacy of internal control systems.
The plan’s external auditors have conducted an independent examination of the consolidated financial
statements in accordance with Canadian generally accepted auditing standards, performing such tests and
other procedures as they consider necessary to express the opinion in their Report to the Administrator.

iy b

Claude Lamoureux David McGraw
President and Chief Executive Officer Vice-President and Chief Financial Officer
February 21, 2007
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Auditors’ Report to the Administrator

We have audited the consolidated statement of net assets available for benefits and accrued pension benefits
and deficit of the Ontario Teachers’ Pension Plan as at December 31, 2006 and the consolidated statements of
changes in net assets available for benefits, changes in accrued pension benefits and changes in deficit for the
year then ended. These consolidated financial statements are the responsibility of the Plan’s Administrator.
Our responsibility is to express an opinion on these consolidated financial statements based on our audit.

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

In our opinion, these consolidated financial statements present fairly, in all material respects, the net assets
available for benefits and accrued pension benefits and deficit of the Plan as at December 31, 2006 and the
changes in its net assets available for benefits, accrued pension benefits and deficit for the year then ended
in accordance with Canadian generally accepted accounting principles.

Dyom:n;fm .

Chartered Accountants
Toronto, Ontario
February 21, 2007
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Actuaries’ Opinion

Mercer Human Resource Consulting was retained by the Ontario Teachers’ Pension Plan Board (the “Board”)
to perform an actuarial valuation of the assets and the going concern liabilities of the Ontario Teachers’
Pension Plan (the “Plan”) as at December 31, 2006, for inclusion in the Plan’s financial statements. As part of
the valuation, we examined the Plan’s recent experience with respect to the non-economic assumptions and
presented our findings to the Board.

The valuation of the Plan’s actuarial liabilities was based on:

membership data provided by the Ontario Teachers’ Pension Plan Board as at December 31, 2005;

methods prescribed by Section 4100 of the Canadian Institute of Chartered Accountants’ Handbook for
pension plan financial statements;

real and nominal interest rates on long-term Canada bonds at the end of 2006;

assumptions about future events (for example, future rates of inflation and future retirement rates) which have
been communicated to us as the Board’s best estimate of these events; and

information obtained from the Ontario Ministry of Labour and other published data on negotiated wage
settlements in the 2005/06, 2006/07 and 2007/08 school years.

The objective of the financial statements is to fairly present the financial position of the Plan on December 31,
2006 as a going concern. This is different from the statutory valuation (the actuarial valuation required by the
Pension Benefits Act (Ontario)), which establishes a prudent level for future contributions.

While the actuarial assumptions used to estimate liabilities for the Plan’s financial statements represent the
Board’s best estimate of future events and market conditions at the end of 2006, and while in our opinion these
assumptions are reasonable, the Plan’s future experience will inevitably differ, perhaps significantly, from the
actuarial assumptions. Any differences between the actuarial assumptions and future experience will emerge
as gains or losses in future valuations, and will affect the financial position of the Plan, and the contributions
required to fund it, at that time.

We have tested the data for reasonableness and consistency, and we believe it to be sufficient and reliable for
the purposes of the valuation. We also believe that the methods employed in the valuation are appropriate

for the purposes of the valuation, and that the assumptions used in the valuation are in accordance with accepted
actuarial practice. Our opinions have been given, and our valuation has been performed, in accordance with

accepted actuarial practice.

Lester J. Wong, F.C.I.A. Malcolm P. Hamilton, F.C.l.A.
February 21, 2007
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Consolidated Statement of Net Assets Available for Benefits and
Accrued Pension Benefits and Deficit

as at December 31, 2006 ($ millions) 2006 2005
Net assets available for benefits
Assets
Investments (note 2) $141,069 $115,619
Receivable from the Province of Ontario (note 3) 1,575 1,495
Receivable from brokers 44 59
Cash 27 19
Fixed assets 15 9
142,730 117,201
Liabilities
Investment-related liabilities (note 2) 35,391 20,815
Due to brokers 1,059 16
Accounts payable and accrued liabilities 266 242
36,716 21,073
Net assets available for benefits 106,014 96,128
Actuarial asset value adjustment (note 4) (11,164) (7,434)
Actuarial value of net assets available for benefits $ 94,850 $ 88,694
Accrued pension benefits and deficit
Accrued pension benefits (note 5) $110,496 $110,530
Deficit (15,646) (21,836)
Accrued pension benefits and deficit $ 94,850 $ 88,694

On behalf of the Plan Administrator:

Chair Board Member
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Consolidated Statement of Changes in Net Assets

Available for Benefits
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for the year ended December 31, 2006 ($ millions) 2006 2005
Net assets available for benefits, beginning of year $ 96,128 $84,326
Investment operations
Investment income (note 9) 12,311 14,086
Administrative Expenses — Investments (note 14a) (220) (205)
Net investment operations 12,091 13,881
Member service operations
Contributions (note 12) 1,646 1,575
Benefits paid (note 13) (3,819) (3,620)
Administrative Expenses — Member services (note 14b) (32) (34)
Net member service operations (2,205) (2,079)
Increase in net assets available for benefits 9,886 11,802
Net assets available for benefits, end of year $106,014 $96,128
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Consolidated Statement of Changes in Accrued Pension Benefits

for the year ended December 31, 2006 ($ millions) 2006 2005
Accrued pension benefits, beginning of year $110,530 $ 96,728

Increase in accrued pension benefits
Interest on accrued pension benefits 5,075 5,153
Benefits accrued 3,422 2,820
Changes in actuarial assumptions (note 5a) (5,133) 9,509
Experience losses/(gains) (note 5c¢) 421 (60)
3,785 17,422

Decrease in accrued pension benefits

Benefits paid (note 13) 3,819 3,620
Net (decrease)/increase in accrued pension benefits (34) 13,802
Accrued pension benefits, end of year $110,496 $110,530

Consolidated Statement of Changes in Deficit

for the year ended December 31, 2006 ($ millions) 2006 2005
Deficit, beginning of year $(21,836) $(13,937)
Increase in net assets available for benefits 9,886 11,802
Change in actuarial asset value adjustment (note 4) (3,730) (5,899)
Increase in actuarial value of net assets available for benefits 6,156 5,903
Net decrease/(increase) in accrued pension benefits 34 (13,802)
Deficit, end of year $ (15,646) $(21,836)
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Notes to Consolidated Financial Statements

for the year ended December 31, 2006

Description of Plan
The following description of the Ontario Teachers’ Pension Plan (the Plan) is a summary only. For more
complete information, reference should be made to the Teachers’ Pension Act (the TPA) as amended.

(a) General
The Plan is governed by the TPA. It is a contributory defined benefit pension plan co-sponsored by the
Province of Ontario (the Province) and Plan members, represented by the Ontario Teachers’ Federation
(the OTF) (the co-sponsors). The terms of the Plan are set out in the Partners’ Agreement.

The Plan is registered with the Financial Services Commission of Ontario and under the Income Tax Act (Canada)
(the ITA) (registration number 0345785) as a Registered Pension Plan which is not subject to income taxes.

The Plan is administered and the investments are managed by the Ontario Teachers’ Pension Plan Board
(the Board). Under the TPA, the Board is constituted as a corporation without share capital to which the
Corporations Act (Ontario) does not apply.

(b) Funding
Plan benefits are funded by contributions and investment earnings. Contributions are made by active members of
the Plan and are matched by either the Province or designated private schools and organizations. The determination
of the value of the benefits and required contributions is made on the basis of periodic actuarial valuations.

(c) Retirement Pensions
A retirement pension is available based on the number of years of credited service, the average of the best
five annual salaries and the age of the member at retirement. A member is eligible for a reduced retirement
pension from age 50. An unreduced retirement pension is available at age 65 or if the sum of a member’s age
and qualifying service equals 85.

(d) Disability Pensions
A disability pension is available at any age to a disabled member with a minimum of 10 years of qualifying
service. The type of disability pension is determined by the extent of the disability.

(e) Death Benefits
Death benefits are available on the death of an active member and may be available on the death of a retired
member. The benefit may take the form of a survivor pension, lump-sum payment or both.

(f) Escalation of Benefits
Pension benefits are adjusted annually for inflation at 100% of the Consumer Price Index, subject to a limit of
8% in any one year with any excess carried forward.

(9) Retirement Compensation Arrangement
Restrictions in the ITA and its regulations on the payment of certain benefits from the registered pension
plan for periods of service after 1991 may impact some Plan members. To address affected members, the
Retirement Compensation Arrangement (the RCA) was established by agreement between the co-sponsors as
a supplementary plan to provide for these benefits. Examples of these benefits include: (1) members of the
Plan who retired with average earnings above $114,677 (CPP-exempt members $105,556) in 2006 and $108,950
(CPP-exempt members $100,000) in 2005; and (2) members whose pensions would require a larger reduction
for early retirement to comply with the ITA limitations than the Plan would impose. Because the RCA is a
separate trust, the net assets available for benefits and accrued benefits and deficit of the RCA are not included
in these consolidated financial statements.



60 NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1.
Summary of significant accounting policies
(a) Basis of Presentation
These consolidated financial statements are prepared in accordance with Canadian generally accepted
accounting principles.

The fair value of assets and liabilities and the results of operations of subsidiary companies and variable interest
entities (VIEs) where the Plan is the primary beneficiary are consolidated as part of the Plan’s financial statements.

A VIE is an entity which does not have sufficient equity at risk to finance its activities without additional
subordinated financial support or an entity in which the holders of the equity at risk lack the characteristics of
a controlling financial interest. The primary beneficiary, which is the enterprise that absorbs the majority of the
expected losses or is entitled to the majority of the expected residual returns, is required to consolidate

the VIE in its financial statements.

VIEs in which the Plan is the primary beneficiary or in which it has a significant variable interest are primarily
private equity and alternative investments limited partnerships.

The Plan’s consolidated financial statements also include its proportionate share of the fair value of assets,
liabilities and operations of investments in joint ventures.

Intercompany transactions and balances are eliminated in preparing these consolidated financial statements.

Certain comparative figures have been reclassified to conform with the current year’s presentation including
mezzanine debt which was classified as equities in 2005 and was reclassified to bonds in 2006 to be consistent
with its benchmark change (see note 10).

(b) Investments
Valuation of Investments
Investments and investment-related liabilities are stated at fair value. Fair value is an estimate of the amount of
consideration that would be agreed upon in an arm’s-length transaction between knowledgeable, willing parties
who are under no compulsion to act.

Fair values of investments are determined as follows:

a. Short-term money-market securities are valued using either market closing mid prices or discounted cash flows
based on current market yields, when market closing mid prices are unavailable.

b. Bonds are valued on the basis of market quoted closing mid prices. If quoted closing mid prices are not
available, estimated values are calculated using discounted cash flows based on current market yields and
comparable securities, as appropriate.

c. Public equities are valued at quoted market closing prices. In the event a security halts trading for an
unspecified period of time, management will estimate the fair value based on discussions with external parties
and independent research.

d. Real estate, private equities, infrastructure and timber are valued based on estimated fair values determined by
using appropriate valuation techniques and best estimates by management and/or appraisers.

e. All derivative financial instruments are recorded at fair value using market prices. Where quoted market values
are not readily available, appropriate valuation techniques are used to determine fair value.

f. Alternative investments, comprised of hedge funds and managed futures accounts, are recorded at fair value
based on net asset values obtained from each of the fund’s administrators.
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Trade-Date Reporting
Purchases and sales of investments and derivative contracts are recorded as of the trade date (the date upon
which the substantial risks and rewards have been transferred).

Investment Income

Dividend income is recognized based on the ex-dividend date, and interest income and real estate income
are recognized on the accrual basis as earned. Investment income also includes gains and losses both realized
and unrealized. Since real estate income is determined on a fair value basis, a charge for depreciation and
amortization is excluded from the determination of real estate income. Certain management and performance
fees for externally managed private equity and hedge funds are offset against investment income.

(c) Foreign Currency Translation
Assets and liabilities denominated in foreign currencies are translated into Canadian dollars at the exchange
rates prevailing on the year-end date. Income and expenses are translated into Canadian dollars at the exchange
rates prevailing on the dates of the transactions. The realized and unrealized gains and losses arising from
these translations are included within net realized and unrealized gains on investments in investment income.

(d) Accrued Pension Benefits
The value of accrued pension benefits and changes therein during the year are based on an actuarial valuation
prepared by an independent firm of actuaries. The valuation is made as at the beginning of the year and then
extrapolated to year end. It uses the projected benefit method pro-rated on service and management’s best
estimate, as at the valuation date, of various economic and non-economic assumptions.

(e) Contributions
Contributions from the members, the Province and designated private schools and organizations are recorded
on an accrual basis. Cash received from members for credited service and cash transfers from other pension
plans are recorded when received.

(f) Benefits
Benefit payments to members and others, commuted value payments and refunds to former members, and
transfer payments to other plans are recorded in the period in which they are paid. Any benefit payment
accruals not paid are reflected in accrued pension benefits.

(9) Use of Estimates
In preparing these consolidated financial statements, management uses estimates and assumptions that
primarily affect the reported values of assets and liabilities, and related income and expenses. Significant
estimates are used primarily in the determination of accrued pension benefits and the fair value of investments
and investment-related receivables and liabilities. Note 5 explains how estimates are used in determining
accrued pension benefits and note 1b explains how estimates are used to derive the fair value of investments
and investment-related receivables and liabilities.

NOTE 2.

Investments

The Plan invests directly or through derivatives, in fixed income, equities and inflation-sensitive investments in
accordance with its policy of asset diversification.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(@) Investments® before Allocating the Effect of Derivative Contracts
The schedule below summarizes the Plan’s investments and investment-related liabilities, including net accrued
interest and dividends of $401 million (2005 — $395 million), before allocating the effect of derivative contracts,

as at December 31:

2006 2005
($ millions) Fair Value Cost Fair Value Cost
Fixed income
Debentures $ 7875 $ 6,855|% 9,581 $ 8,065
Bonds 23,613 23,081 18,529 18,108
Money-market securities 6,159 6,166 5,433 5,419
Alternative investments® 12,767 11,283 6,741 6,222
50,414 47,385 40,284 37,814
Equity
Publicly traded
Canadian 15,453 9,660 14,653 8,706
Non-Canadian 19,604 16,403 14,710 13,628
Non-publicly traded
Canadian 2,945 2,435 3,126 2,770
Non-Canadian 5,102 5,030 4,784 4914
43,104 33,528 37,273 30,018
Inflation-sensitive investments
Real estate (note 8) 15,157 10,989 12,966 10,080
Real-rate products
Canadian 8,612 6,262 8,657 5,824
Non-Canadian 3,640 3,522 1,781 1,688
Infrastructure and timber 9,586 8,596 7,742 7,672
36,995 29,369 31,146 25,264
130,513 110,282 | 108,703 93,096
Investment-related receivables
Securities purchased under agreements to resell 6,848 6,814 4,286 4,280
Cash collateral deposited under securities
borrowing arrangements 930 904 756 770
Derivative-related, net 2,778 1,452 1,874 433
10,556 9,170 6,916 5,483
Investments $141,069 $119,452 | $115,619  $98,579

@ For additional details, refer to the schedule of Investments over $100 million on pages 81 to 83.

@ Comprised of hedge funds and managed futures accounts.




ONTARIO TEACHERS’ PENSION PLAN 2006 ANNUAL REPORT

63

2006 2005
($ millions) Fair Value Cost Fair Value Cost
Investment-related liabilities
Securities sold under agreements to repurchase $(17,252) $(17,187)| $(5,238) $(5,231)
Securities sold but not yet purchased
Fixed income (3,263) (3,243) (3,647) (3,644)
Equities (921) (817) (750) (747)
Joint ventures (note 6) (3,575) (3,575) (3,499) (3,499)
Subsidiaries and VIEs (note 7) (4,713) (4,714) (2,517) (2,525)
Real estate (note 8) (4,038) (3,804) (4,215) (3,941)
Cash collateral received under credit support annexes (5) (5) - -
Derivative-related, net (1,624) (1,337) (949) (851)
(35,391) (34,682)| (20,815) (20,438)
Net investments (note 2c) $105,678 $84,770 | $94,804  $78,141

(b) Derivative Contracts

Derivative contracts are financial contracts, the value of which is derived from the value of underlying assets,
commodities, indices, interest rates or currency rates. Derivative contracts are transacted either in the over-the-

counter (OTC) market or on regulated exchanges.

Notional amounts of derivative contracts represent the contractual amount to which a rate or price is applied
for computing the cash to be paid or received. Notional amounts are the basis upon which the returns from,

and the fair value of, the contracts are determined.
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The following schedule summarizes the notional amounts and fair value of the Plan’s derivative contracts held

as at December 31:

2006 2005
($ millions) Notional Fair Value Notional Fair Value
Equity and commodity derivatives
Swaps $ 18,114 $1,194 | $ 18,347 $775
Futures 2,939 (7) 3,299 13
Options: Listed — purchased 69 - 61 -
— written 92 (1) 106 1)
oTC — purchased 2,638 161 664 43
— written 2,116 (102) 422 (10
25,968 1,245 22,899 820
Interest rate derivatives
Swaps 44,510 88 43,430 126
Futures 61,026 (5) 23,050 1)
Options: Listed — purchased 4,777 5 3,158 1
— written 4,753 (5) 2,346 (1)
oTC — purchased 21,414 298 13,673 126
— written 19,189 (230) 12,347 92)
155,669 151 98,004 159
Currency derivatives
Swaps 671 87 1,037 86
Forwards® 74,195 (470) 68,224 174
Futures 3 - 4 -
Options: OTC — purchased 3,700 21 3,957 33
— written 2,873 (13) 2,344 (35)
81,442 (375) 75,566 258
Credit derivatives
Loan participations 959 680 182 68
Credit default swaps - purchased 9,811 46 1,254 -
— written 1,760 (91) 690 9)
Total return swaps 591 6 464 2
Equity default swaps 9 - — _
13,130 641 2,590 61
Other derivatives
Volatility/variance swaps 8,905 44 6,465 27
Dividend swaps 128 38 115 37
9,033 82 6,580 64
285,242 1,744 | 205,639 1,362
Less: Net cash collateral received under derivative contracts - (590) - (437)
Notional and net fair value of derivative contracts $285,242 $1,154 | $205,639 $925

©®Excludes currency forwards related to Real Estate assets as disclosed in note 8.
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The net fair value of derivative contracts as at December 31 on the previous page is represented by:
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($ millions) 2006 2005
Derivative-related receivables $3,413 $2,326
Cash collateral paid under derivative contracts 96 116
Derivative-related liabilities (1,669) (964)
Cash collateral received under derivative contracts (686) (553)

$1,154 $ 925

The derivative contracts on the previous page mature within one year except for the following, which have a

weighted average maturity as follows:

2006 2005
Weighted Weighted
Average Average
Notional Maturity Notional Maturity
($ millions) (years) | ($ millions) (years)
Equity and commodity derivatives
Swaps $1,227 2.0 $1,387 29
OTC options 2,690 2.7 3 11
Interest rate derivatives
Swaps 39,402 9.5 34,673 47
OTC options 7,465 15.2 9,913 5.3
Currency derivatives
Swaps 453 4.4 987 6.8
Forwards 90 1.1 595 1.2
Credit derivatives
Loan participations 959 3.6 182 3.8
Credit default swaps 11,057 8.1 1,890 6.6
Total return swaps 591 2.8 440 5.0
Equity default swaps 9 55 - -
Other derivatives
Volatility/variance swaps 6,343 2.4 4,287 2.4
Dividend swaps 120 4.5 76 4.4
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(¢) Investment Asset Mix
The Plan had a policy asset mix of approximately 45% equities, 22% fixed income and 33% inflation-sensitive
investments at December 31, 2006 and 2005.

Direct investments, derivative contracts, and investment-related receivables and liabilities are classified by
asset-mix category based on the intent of the investment strategies of the underlying portfolios of the Plan.
The Plan’s net investments as at December 31 are summarized below:

2006 2005
Effective Net Effective Net
Investments Investments
at Fair Value Asset Mix at Fair Value Asset Mix
($ millions) % ($ millions) %
Equity
Canadian $ 16,386 15%| $19,262 21%
Non-Canadian 32,425 31 25,782 27
48,811 46 45,044 48
Fixed income
Bonds 20,856 20 5,277 6
Alternative investments 9,656 9 6,199 6
Absolute return strategies 5,557 5 3,291 3
Money market (11,222) (1) 8,264 9
Debt on real estate properties (note 8) (3,409) (3) (3,705) 4)
21,438 20 19,326 20
Inflation-sensitive
Real estate, net (note 8) 14,528 14 12,456 13
Real-rate products 11,803 11 10,559 11
Infrastructure and timber 6,775 7 4,769 5
Commodities 2,323 2 2,650
35,429 34 30,434 32
Total net investments $105,678 100% $94,804 100%

(d) Interest Rate Risk
Interest rate risk refers to the effect on the market value of the Plan’s assets and liabilities due to fluctuations in
interest rates. The value of the Plan’s assets is affected by short-term changes in nominal and real interest rates.
Pension liabilities are exposed to fluctuations in long-term interest rates as well as expectations for salary escalation.

As at December 31, 2006, holding the inflation and salary escalation assumptions constant, a 1% decrease in
the assumed long-term real rates of return would result in an increase in the pension liabilities of approximately
16% (2005 — 17%).

After giving effect to the derivative contracts and investment-related receivables and liabilities discussed in
note 2b, a 1% increase in nominal interest rates would result in a decline in the value of the fixed-income
securities of 7% (2005 — 7%). Similarly, a 1% increase in real interest rates would result in a decline in the value
of the real-rate products of 16% (2005 — 17%).
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(e) Credit Risk

The Plan is exposed to the risk that a counterparty defaults or becomes insolvent (credit risk).

As at December 31, 2006, the Plan’s most significant concentration of credit risk is with the Government of
Canada and the Province. This concentration relates primarily to the holding of $16.6 billion of Government of
Canada issued securities, $7.9 billion of non-marketable Province of Ontario debentures, $0.2 billion in Province
of Ontario bonds, a receivable from the Province of $1.6 billion (see note 3), and future provincial funding
requirements of the Plan.

The Plan limits derivative contract credit risk by dealing principally with counterparties that have a credit rating
of A or higher, and by utilizing an internal credit-limit monitoring process, as well as through the use of credit
mitigation techniques such as master-netting arrangements (which provide for certain rights of offset) and
obtaining collateral, including the use of credit support annexes, where appropriate.

Foreign Currency Risk

Foreign currency exposure arises from the Plan’s holdings of foreign currency-denominated investments and
related derivative contracts. Fluctuations in the relative value of foreign currencies against the Canadian dollar
can result in a positive or negative effect on the fair value of investments.

As at December 31, the Plan had investments exposed to foreign currency. In Canadian dollars this exposure
is as follows:

($ millions) 2006 2005
Currency Net Exposure Net Exposure
United States Dollar $11,509 $ 6,627
Euro 8,219 4,399
British Pound Sterling 3,624 3,022
Japanese Yen 3,464 2,824
Brazilian Real 1,653 351
Australian Dollar 990 333
South Korean Won 977 538
Swedish Krona 473 170
Norwegian Krone (388) (52)
Russian Rouble 371 82
Other 1,851 1,759

$32,743 $20,053

(9) Securities Lending

The Plan has lent securities as a means of generating incremental income or supporting other investment
strategies. As at December 31, 2006, the Plan did not have any loaned securities. As at December 31, 2005, the
Plan’s investments included loaned securities with a fair value of $1,438 million and the fair value of securities
collateral received in respect of these loans was $1,511 million.

(h) Securities Collateral

Securities with a fair value of $1,242 million (2005 — $1,227 million) have been deposited or pledged with various
financial institutions as collateral or margin. Securities with a fair value of $21 million (2005 — $53 million) have
been received from various financial institutions as collateral.
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NOTE 3.
Receivable from the Province of Ontario
The receivable from the Province consists of required matching contributions and interest thereon.

($ millions) 2006 2005
Contributions receivable $1,530 $1,448
Accrued interest receivable 45 47

$1,575 $1,495

The receivable as at December 31, 2006 from the Province consists of $795 million, which was received in
January 2007, and an estimated $780 million to be received with interest in 2008. The receivable as at
December 31, 2005 from the Province consists of $740 million, which was received in January 2006, and an
initial estimate of $755 million to be received in January 2007.

NOTE 4.

Actuarial asset value adjustment

The actuarial value of net assets available for benefits is determined by reference to market rates consistent with
assumptions underlying the valuation of accrued pension benefits. The adjustment represents accumulated
deferred net gains, being the unamortized difference between the actual, and management’s best estimate of,
return on the Plan’s equity investments (including real estate, commaodities, alternative investments, and
infrastructure and timber). Annual returns that are in excess of (gains) or below (losses) management’s best
estimate of returns are amortized over five years. The change in actuarial asset value adjustment for the year
was $(3,730) million (2005 — $(5,899) million).

Fixed income securities are valued at fair value on a basis consistent with the discount rate used to value the
Plan’s accrued pension benefits, and therefore do not give rise to the need for an adjustment to net assets.

The following schedule summarizes the composition of the actuarial asset value adjustment as at December 31.:

Unamortized Unamortized (Gains)/Losses Unamortized

(Gains)/Losses to Be Recognized in (Gains)/Losses

($ millions) 2006 2007 2008 2009 2010 2005
2002 $ - $ - $ - $ - $ - $1,651
2003 (1,080) (1,080) - - - (2,160)
2004 (1,454) (727) (727) - - (2,182)
2005 (3,558) (1,186) (1,186) (1,186) - (4,743)
2006 (5,072) (1,268) (1,268) (1,268) (1,268) -
$(11,164) $(4,261) $(3,181) $(2,454) $(1,268) $(7,434)
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