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COLUMBIA February 16,2016

As required by Section 7(d) of the Budget Transparency and Acconntability Act (BTAA), and Section 4a(v) of the Carbon
Tax Act, 1 confirm that Budger 2016 contains the following elements:

Fiscal forecasts for 2016/17 to 2018/19 (provided in Part 1) and economic forecasts for 2016 to 2020 (provided in
Part 3).

A report on the advice received from the Economic Forecast Council (EFC) in late November 2015 (updated

January 2016) on the economic growth outlook for British Columbia, including a range of forecasts for 2016 and 2017
(see Part 3, page 80).

Material economic, demographic, fiscal, accounting policy and other assumptions and risks undetlying Budget 2016
economic and fiscal forecasts. In particular:

The economic forecast reflects stable economic growth for British Columbia in an environment where the global

economic situation remains mixed. While the US economy remains relatively stable, Europe’s economy is fragile,

growth in China is slowing, and low commodity prices continue to weigh on the Canadian economy. Accordingly,
the economic projections assumed in Budget 2076 are prudent relative to the average of the forecasts provided by

the Economic Forecast Council.

Personal and corporate income tax revenue forecasts include the preliminary 2014 income tax assessments and
the latest projections for national corporate taxable income received from the federal government. The property
transfer tax forecast assumes the level of housing activity in 2015/16 does not fully carry forward.

Natural gas royalty forecasts continue to adopt a lower natural gas price forecast compared to the private sector
average in order to maintain prudence against volatility.

The economic and revenue forecasts both do not reflect any incremental activity or revenue from liquefied
natural gas development; and also both do not assume either a continuation of the 2006 Softwood Lumber Agreement
between Canada and the US or any potential litigation that could arise after the expiry of the US commitment not
to launch countervailing duty or anti-dumping litigation before October 2016.

Ministry budgets include base increases for the costs of collective agreements signed under government’s current
wage mandate, including costs arising from the Economic Stability Dividend portion of the mandate.

Forecast prudence totals $800 million in 2016/17 and $750 million in each of 2017/18 and 2018/19, being the
sum of the Contingencies vote and the forecast allowance in each fiscal year.

Budger 2016 includes spending projections for the Site C dam project and initial funding for planning costs for the
George Massey Tunnel Replacement Project. Full spending projections for the George Massey Tunnel
Replacement Project will be added to the capital plan upon approval of the final project business case by Treasury
Board.

The fiscal plan includes three-year financial projections for school districts, post-secondary institutions and health
authorities, as provided by the Ministries of Education, Advanced Education and Health, respectively, based on
plans submitted to the ministries by those entities, and for the other service delivery agencies and the commercial
Crown corporations, as submitted directly to the Ministry of Finance by those organizations.

A Revenue Neutral Carbon Tax Report for 2014/15 and 2015/16, and the Revenue Neutral Carbon Tax Plan for
2016/17 to 2018/19 (see Part 2: Tax Measures, page 56).

To the best of my knowledge, the three-year fiscal plan contained in Budget 2076 conforms to the standards and guidelines
of generally accepted accounting principles for senior governments as outlined in Note 1 of the 2014 /15 Public Accounts.

&b O

Kim Henderson
Deputy Minister and
Secretary to Treasury Board
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Summary: BUDGET AND FISCAL PLAN - 2016/17 to 2018/19

Updated Budget
Forecast Estimate Plan Plan
($ millions) 2015/16 2016/17 2017/18 2018/19
REVENUE ...t 46,992 48,066 49,034 50,141
EXPENSE ..oviiiiiii e (46,365) (47,452) (48,397) (49,418)
Allocation to the BC Prosperity Fund .................... (100) = - -
Surplus before the BC Prosperity Fund and
forecast allowance ....................oc 527 614 637 723
BC Prosperity Fund ... 100 - - -
Forecast allowance ..........ccocueeueeiieiiieiceeaeennn. (250) (350) (350) (350)
SUIPIUS ..o 377 264 287 373
Capital spending:
Taxpayer-supported capital spending ................... 3,631 4,251 3,843 3,872
Self-supported capital spending .................c......... 2,604 3,108 2,659 2,886
6,235 7,359 6,502 6,758
Provincial Debt:
Taxpayer-supported debt ...l 42,709 43,227 44,242 45,089
Self-supported debt ... 22,331 24,113 25,294 26,452
Total debt (including forecast allowance) .......... 65,290 67,690 69,886 71,891
Taxpayer-supported debt-to-GDP ratio ................ 17.4% 17.0% 16.7% 16.3%
Taxpayer-supported debt-to-revenue ratio ........... 92.7% 92.4% 93.1% 93.0%
Economic Forecast: 2015 2016 2017 2018
Real GDP growth ........cccooviiiiiiiee e 2.4% 2.4% 2.3% 2.3%
Nominal GDP growth ..o, 3.3% 4.0% 4.3% 4.3%

Maintaining Balanced Results

Budget 2016 provides significant new investments
in core programs while maintaining government’s
ongoing commitment to disciplined and prudent
fiscal planning. Government is presenting balanced
budget results in each year of the fiscal plan for the
fourth year in a row.

Opver the fiscal plan period, government has
committed $1.6 billion in funding increases to
social supports, community safety and economic
development, as well as fully funding the Economic
Stability Dividend public sector compensation
increases, while maintaining modest surpluses in
all years of the fiscal plan. Key areas for increased
expenditures in Budget 2016 over the next three
years include:

* $673 million in additional support for children,

families, and individuals in need;

* $128 million in operating costs for the new
Okanagan Correctional Centre;

* $75 million for the Rural Dividend Program;
and

* $213 million for the Economic Stability Dividend
for all provincial public sector employees who
have reached labour settlements.

Government is able to make these new
commitments within a balanced budget framework
due to improving revenues, as well as sizeable
savings in debt servicing costs resulting from
government’s success under its strategic debt
management initiative. Over the three year fiscal
plan period, interest costs are almost $500 million
lower than forecasted in Budger 2015.

Budget 2016 will establish the BC Prosperity Fund,
with an inaugural commitment of $100 million
from the forecasted 2015/16 surplus. The

BC Prosperity Fund will be a long-term legacy
intended to:

* help eliminate the Province’s debt over time;
e make investments in health care, education,
transportation, family supports and other

priorities that provide future benefits to

British Columbia; and

* preserve a share of today’s prosperity for future
generations.

Budget and Fiscal Plan —

2016/17 to 2018/19




2 Summary

In order to achieve social policy and economic

development objectives, government will initiate

a number of tax policy measures in Budger 2016,

including:

* introduction of a property transfer tax exemption
for newly constructed homes up to $750,000 in
value, effective February 17, 2016;

¢ introduction of a new farmers’ food donation tax
credit, effective February 17, 2016;

* expansion of the seniors’ home renovation tax
credit to persons with disabilities, effective
February 17, 2016;

* extension of the BC mining flow-through share
tax credit to the end of 2016;

* extension of the mining exploration tax credit for
an additional three years to the end of 2019; and

* increase of the small business venture capital tax

credit budget by $5 million.

Effective January 1, 2017, government is also
making changes to the structure of Medical
Services Plan premiums, including the exemption
of children from the calculation of premiums.
Premium assistance will also be enhanced by

$70 million annually.

Steady Economic Growth

Following an estimated increase of 2.4 per cent
in 2015, the Ministry of Finance forecasts British
Columbia’s economy to grow by 2.4 per cent in
2016, 2.3 per cent in 2017 and 2.3 per cent per
year in the medium-term.

Prudent economic forecast

BC real GDP
.0 per cent change
® Ministry of Finance

O Economic Forecast Council

3.0

by 25 27 26

: 24 23 23 24, 24 L. 24
20
10
00

2015 2016 2017 2018 2019 2020

The Ministry’s estimate for BC real GDP growth
is 0.3 percentage points lower, in both 2016 and
2017, than the outlook provided by the Economic
Forecast Council. This prudence acknowledges the
downside risks to the economic forecast and is one
of the levels of prudence built into the fiscal plan.

The Ministry’s estimate for 2015 is slightly higher
than expected in Budger 2015 as growth in retail
sales, housing starts and employment exceeded
expectations. While some of that domestic
momentum is expected to continue into 2016,
lower than expected commodity prices and
dampened external demand are weighing on
exports growth. As such, the Ministry’s real GDP
outlook for 2016 and 2017 is relatively unchanged
from Budger 2015.

Downside risks to BC’s economic outlook include:

* potential for a slowdown in domestic and
Canadian economic activity;

* renewed weakness in the US economy,
particularly as interest rates increase;

* fragility in Europe as governments and the
financial system deal with elevated sovereign
debt alongside weak economic growth;

* slower than anticipated economic activity in
Asia, particularly in China, resulting in weaker
demand for BC’s exports and downward pressure
on global commodity prices;

* weaker than expected inflation; and

* exchange rate uncertainty.

Capital Spendin

Taxpayer-supported infrastructure spending on
hospitals, schools, post-secondary facilities, transit,
and roads will total $12.0 billion over the fiscal
plan period, and will be financed by $8.2 billion
in borrowing with the remainder funded by third
parties, such as the federal government, and from
internal cash flows.

Self-supported spending on power projects,
transportation infrastructure, and other capital
assets will total $8.6 billion over the fiscal plan
period, and will be financed by $5.2 billion in
borrowing, with the remainder funded internally.

Strategic Debt Management

Government’s key debt affordability metric,
taxpayer-supported debt to GDP ratio, continues
its downward trend. The ratio is forecasted to be
17.4 per cent at the end of 2015/16, declining to
16.3 per cent over the fiscal plan period. This track
is on average 0.2 percentage points below that
estimated in Budget 2015.

Budget and Fiscal Plan — 2016/17 to 2018/19



Summary

Debt to GDP trend stable and improved

Taxpayer-supported debt to GDP ratio (per cent)

18.1

Budget 20151

Budget 2016

16.3

2013114 2014115 2015116 2016/17 2017118 2018/19

1 Restated to reflect the impact from Statistics Canada revisions to historical GDP levels in November 2015.

Government’s other debt affordability metric,
taxpayer-supported debt to revenue, is also below
that estimated at Budget 2015.

Debt to revenue below Budget 2015

Taxpayer-supported debt to revenue ratio (per cent)

96.1
Budget 2015

~ . 947
—

Budget 2016
2013/14 2014/15 2015/16 2016/17 2017118 2018/19
Risks to the Fiscal Plan

The main risks to the government’s fiscal plan
include:

¢ risks to the BC economic outlook, largely due
to the continued uncertainty surrounding global
economic activity;

* assumptions underlying revenue, including
Crown corporation income forecasts, such as
economic factors, commodity prices and weather
conditions;

* potential changes to federal government
allocations for health and social transfers and
cost-sharing agreements, as well as impacts on
the provincial income taxes arising from federal
government tax policy changes;

* utilization rates for government services such
as health care, children and family services, and
income assistance;

* impacts of the expiration of the 2006 Softwood
Lumber Agreement between Canada and the US;
and

* the outcome of litigation, arbitrations, and
negotiations with third parties, including the
appeal of the BC Supreme Court decision on the
teachers’ contract issue.

Government incorporates four main levels of
prudence in its projections to mitigate the risks to
the fiscal plan:

* The Ministry outlook for BC’s real GDP growth
is lower than the outlook provided by the
Economic Forecast Council (0.3 percentage
points lower in 2016 and 0.3 percentage points
lower in 2017).

* The natural gas revenue forecast incorporates
additional prudence by using a price forecast
that is within the 20™ percentile of the private
sector forecasts.

¢ Government has included a forecast allowance
of $350 million in each year of the fiscal plan
to guard against volatility including revenue
changes.

* The fiscal plan also includes a Contingencies
vote allocation of $450 million in 2016/17, and
$400 million in each of 2017/18 and 2018/19,
to help manage unexpected pressures and fund
priority initiatives.

Conclusion

In summary, Budget 2016:

* provides a sustainable balanced budget
framework built on disciplined fiscal planning
and modest economic growth;

* reflects the benefits of a focus on debt
management in the form of lower debt servicing
costs providing affordable and new funding in
key areas of government services;

* introduces tax measures targeted towards
achieving social policy objectives and supporting
government’s balanced budget commitment;

* makes investments in government’s capital
infrastructure in support of government
initiatives and service delivery; and

* continues strategic debt management in order to
achieve lower costs, maintain debt affordability

and support a AAA credit rating.

Budget and Fiscal Plan — 2016/17 to 2018/19






Part 1: THREE YEAR FISCAL PLAN

Table 1.1 Three Year Fiscal Plan

Updated Budget
Forecast Estimate Plan Plan
($ millions) 2015/16 2016/17 2017/18 2018/19
REVENUE ... 46,992 48,066 49,034 50,141
EXPENSE . oviiiiii e (46,365) (47,452) (48,397) (49,418)
Allocation to the BC Prosperity Fund .................... (100) = - -
Surplus before the BC Prosperity Fund and
forecast allowance .......................cooi 527 614 637 723
BC Prosperity Fund ... 100 - - -
Forecast alloWance .............ccccooveeieeeeeeeeeee . (250) (350) (350) (350)
SUIPIUS ..o 377 264 287 373
Capital spending:
Taxpayer-supported capital spending ................... 3,631 4,251 3,843 3,872
Self-supported capital spending .......................... 2,604 3,108 2,659 2,886
6,235 7,359 6,502 6,758
Provincial Debt:
Taxpayer-supported debt ... 42,709 43,227 44,242 45,089
Self-supported debt ...........coooiiiiiiiii 22,331 24,113 25,294 26,452
Total debt (including forecast allowance) .......... 65,290 67,690 69,886 71,891
Taxpayer-supported debt-to-GDP ratio ................ 17.4% 17.0% 16.7% 16.3%
Taxpayer-supported debt-to-revenue ratio ........... 92.7% 92.4% 93.1% 93.0%

Introduction

Budger 2016 presents significant new investments in core programs while continuing
government’s practice of fiscal prudence. Excluding health care, government is providing
$1.6 billion in additional funding compared to Budget 2015, including increases to
social services, community safety and economic development, as well as fully funding the
Economic Stability Dividend compensation increases, while maintaining modest surpluses
in each year of the fiscal plan.

These new funding commitments are affordable within a balanced budget framework due
to improving revenues to core government as well as sizeable interest cost savings resulting
from the success of governments strategic debt management efforts. Debt servicing costs
over the three year fiscal plan are approximately $500 million less than forecasted at
Budger 2015, and interest costs as a portion of revenue remains at historically low levels,
averaging 3.7 cents per dollar of revenue.

Budger 2016 will establish the BC Prosperity Fund, with an inaugural commitment of
$100 million from the forecasted 2015/16 surplus. The BC Prosperity Fund will be a
long-term legacy intended to:

* help eliminate the Province’s debt over time;

* make investments in health care, education, transportation, family supports and
other priorities that provide future benefits to British Columbia, and

* preserve a share of today’s prosperity for future generations.

Budget and Fiscal Plan — 2016/17 to 2018/19



Three Year Fiscal Plan

While this inaugural $100 million investment is modest, government may increase
this amount when the final 2015/16 surplus is known. In addition, future government
surpluses, which will include LNG revenues, will help grow the fund over time.

Government’s strategic debt management initiatives since Budger 2014 also ensure
important infrastructure investments proceed while remaining within debt affordability
constraints. Taxpayer-supported capital investments in hospitals, schools, post-secondary
facilities, transit, and roads will total $12.0 billion over the fiscal plan period, a

12 per cent increase over Budget 2015 levels.

Self-supported spending on power projects, transportation infrastructure and other
capital assets will total $8.6 billion over the fiscal plan period, and will be financed by
$5.2 billion in borrowing, with the remainder funded internally. More information on
the three year capital spending plan is found on page 26.

While total provincial debt is projected to be $71.9 billion by 2018/19, direct operating
debt is projected to decline to $2.7 billion, the lowest level since 1984/85. Additional
information on the debt outlook can be found in the Direct Operating Debt topic box
on page 406.

Government continues to place emphasis on improving debt affordability. Debt to GDP
continues its stable downward trend and is on average, 0.2 percentage points below the
Budget 2015 forecasted track.

Chart 1.1 Debt to GDP trend stable and improved
Taxpayer-supported debt to GDP ratio (per cent)

18.1

Budget 20151

Budget 2016

16.3

2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

1Restated to reflect the impact from Statistics Canada revisions to historical GDP levels in November 2015.

The other key debt affordability metric, taxpayer-support debt to revenue, is also well
under Budger 2015 estimates.

The major risks to the fiscal plan stem from changes in factors that government does not
directly control. These include:

* risks to the BC economic outlook, largely due to the continued uncertainty
surrounding global economic activity;

Budget and Fiscal Plan — 2016/17 to 2018/19



Three Year Fiscal Plan 7

Chart 1.2 Debt to revenue below Budget 2015

Taxpayer-supported debt to revenue ratio (per cent)

96.1 - 95.8
- 95.4 Budget 2015
— -—

=~ 94.7
~ 2

Budget 2016

201314 2014/15 2015/16 2016/17 2017118 2018/19

e assumptions underlying revenue, including commercial Crown corporation forecasts,
such as economic factors, commodity prices and weather conditions;

* potential changes to federal government transfer allocations, cost-sharing agreements
with the federal government and impacts on the provincial income taxes arising from
federal government tax policy and budget changes;

* utilization rates for government services such as health care, children and family
services, and income assistance;

* impacts of the expiration of the 2006 Softwood Lumber Agreement between Canada
and the US; and

* the outcome of litigation, arbitrations, and negotiations with third parties, including
the appeal of the Supreme Court of Canada decision on the teachers’ contract issue.

Government incorporates four main levels of prudence in its projections to mitigate the
risks to the fiscal plan:

* 'The Ministry outlook for BC’s real GDP growth is lower than the outlook provided by
the Economic Forecast Council (0.3 percentage points lower in 2016 and 2017).

* 'The natural gas revenue forecast incorporates additional prudence by using a price
forecast that is within the 20™ percentile of the private sector forecasts.

* Government has included a forecast allowance of $350 million in all years of the
fiscal plan to guard against volatility including changes to revenue.

* 'The fiscal plan includes a Contingencies vote allocation of $450 million in 2016/17,
and $400 million in 2017/18 and 2018/19, to help manage unexpected pressures and
fund priority initiatives.

A complete discussion of the risks to the fiscal plan can be found beginning on page 38.
Economic risks are discussed in Part 3: British Columbia Economic Review and Outlook.
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Revenue

Chart 1.3 Revenue trends
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Total revenue growth is expected to average 2.1 per cent annually over the four-year
period to 2018/19. This reflects the impacts of 4.0 per cent average annual nominal GDP
growth on taxation revenues and projected increases in fee revenues, investment earnings
and federal government contributions. These improvements are partly offset by an
expected declining trend in natural resource revenues.

In 2016/17, taxation revenue is forecast to grow only 0.3 per cent compared to

2015/16 due to the effects of one-time income and property transfer tax revenues
recorded in 2015/16 that are not expected to fully carry forward and the termination

of the temporary tax rate increase on individuals earning over $150,000. The two-year
temporary tax rate increase was implemented effective January 1, 2014 and rescinded
effective December 31, 2015. Over the next two years, taxation revenue sources are
projected to average 3.4 per cent annual growth, consistent with the Ministry of Finance
economic growth projections for nominal GDP, household income, net operating surplus,
consumer expenditures and housing starts. The forecast also includes the impacts of tax
measures detailed in Part 2: Tax Measures.

Natural resource revenue is forecast to decline 7.2 per cent in 2016/17 compared

to 2015/16 mainly due to reduced revenue from the sale of Crown land leases, the
impacts of lower commodity prices, and the effect of the expiration of the Canada-US
2006 Softwood Lumber Agreement, effective October 12, 2015. Over the next two years,
average annual change in natural resource revenues is projected to decline 4.8 per cent
as the effects of falling revenue from the sale of Crown land leases offsets the impacts of
increasing commodity prices. Excluding Crown land tenures, natural resource revenue
is expected to average 4.1 per cent annual growth over the next two years, in line

with expected rising prices for natural gas, petroleum, lumber, coal and other mining
commodities.

Revenue from fees, investment earnings and other miscellaneous sources is expected to
average 2.2 per cent annual growth over the next three years, reflecting projected Medical
Services Plan premium rate increases; measures to enhance premium assistance; and rising
projections for post-secondary fee revenue and investment earnings. The revenue forecast
incorporates estimates provided by ministries and taxpayer-supported agencies.
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Chart 1.4 Revenue forecast
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Federal government contributions are forecast to average 3.2 per cent annual growth
over the next three years mainly due to expected increases in the Canada Health Transfer
(CHT) and Canada Social Transfer (CST) disbursements.
Excluding ICBC, commercial Crown net income is expected to average 1.8 per cent
annual growth over the next three years mainly reflecting relatively stable growth in the
net income for BC Hydro, Liquor Distribution Branch and BC Lottery Corporation.
More details on commercial Crown corporation net income are provided beginning on
page 14.
Table 1.2 Comparison of Major Factors Underlying Revenue
Calendar Year February 16, 2016 February 17, 2015
Per cent growth unless otherwise indicated 2015 2016 2017 2018 2015 2016 2017 2018
Real GDP ... 2.4 2.4 2.3 2.3 2.3 2.4 2.3 2.3
Nominal GDP ........ccciiiiiiiieeeee 3.3 4.0 4.3 4.3 3.8 4.3 4.3 4.3
Household income ............c.coiiiiiiiiiniinenn, 3.2 3.6 3.9 3.9 3.5 3.8 4.0 4.0
Net operating surplus ............cccoiiiiiiiiininnnn. -1.3 3.7 5.0 5.0 3.3 6.3 5.8 5.8
Consumer expenditures .............ccocoevenvinennenn.. 5.2 4.8 4.7 4.5 4.3 4.5 4.5 4.6
Consumer expenditures on durable goods ........ 8.7 25 1.9 1.8 1.3 1.6 1.5 1.5
Business investment ... 7.9 5.6 5.1 4.6 3.9 4.5 4.6 4.7
Residential investment ... 10.5 6.8 6.0 4.8 3.4 4.7 4.9 4.9
Retail sales ..o 6.5 4.3 3.7 3.6 3.3 3.7 3.6 3.6
Employment ... 1.2 1.2 1.2 1.2 1.0 1.2 1.2 1.2
BC Housing starts ..........coccoveiiiiiiiiiienen, 10.9 -6.5 -4.6 -3.6 -2.7 -0.2 -1.9 0.0
US Housing starts .............ccooeiiiiiiiiiinnns 10.8 -1.0 0.0 0.0 -0.6 2.5 24 0.0
SPF 2x4 price ($US/thousand board feet) ......... $282 $288 $300 $300 $344 $340 $340 $340
Pulp (US/tONNE) .....vevviiiieiieieei e $852 $840 $825 $825 $888 $838 $825 $825
Exchange rate (US cents/Canadian dollar) ........ 78.2 731 76.8 79.7 85.3 85.5 87.0 87.2
Fiscal Year 2015/16  2016/17 2017/18 2018/19 2015/16  2016/17 2017/18  2018/19
Natural gas price ($Cdn/GJ at plant inlet) ........... $1.31 $1.04 $1.34 $1.61 $2.09 $2.32 $2.54 $2.85
Bonus bid average bid price per hectare ($) ....... $183 $252 $290 $388 $1,000 $1,025 $1,100 $1,150
Electricity price ($US/mega-watt hour, Mid-C) ..... $26 $24 $26 $29 $28 $31 $35 $39
Metallurgical coal price ($US/tonne, fob west coast) . $95 $85 $93 $105 $128 $138 $138 $138
Copper price (JUS/ID) ......viviiiieiiiiieciieeeen $2.36 $2.27 $2.48 $2.58 $3.02 $3.05 $3.04 $3.03
Crown harvest volumes (million cubic metres) .... 62.0 62.0 62.0 62.0 63.0 63.0 64.0 64.0
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Major Revenue Sources

Key assumptions and sensitivities relating to revenue are provided in Appendix Table AS5.
The assumptions and factors that are the major drivers for preparing projections of
individual revenue sources include sensitivities to provide the reader with a sense

of potential impacts to revenue projections if there are changes to these underlying
assumptions and factors. The following text references the forecasts of these assumptions
and factors in explaining individual revenue sources. The 2016 Financial and Economic
Review will include an estimation of the historical volatility of the economic assumptions.
The major revenue components are:

Taxation revenue
Personal income tax base revenue (excluding tax measures and accounting adjustments
for prior years) is forecast to average 4.5 per cent annual growth over the next three

years, consistent with Budget 2016 projections of household and employee compensation
income growth.

Table 1.3 Personal Income Tax Revenue

($ millions) 2015/16  2016/17  2017/18  2018/19
Base personal income tax revenue ........................... 7,834 8,189 8,585 8,952
Annual growth ... ... 2.2% 4.5% 4.8% 4.3%
Measures:

— temporary personal income tax rate increase for individuals

with income over $150,000 (2 year limit) .................... 210 - - -
— Budget 2016 tax measures ............coeeeeeviiiiiiiininnenns, (5) (4) (1) (4)
— Federal tax measures ...........cooooiiiiiiiiiiiiiiie, 25 31 27 23
Prior-Year adjustment ...............cccoeveeeeeeee e 312 - - -
Budget 2016 reVenue ...............c..cccoeeeueeeeeeeeeeeeeeeeene 8,376 8,216 8,611 8,971
Annual growth ... 3.7% -1.9% 4.8% 4.2%
Household income growth (calendar year) ..................... 3.2% 3.6% 3.9% 3.9%
Employee compensation income growth (calendar year) ...  3.3% 3.9% 4.0% 4.1%
Elasticity' (calendar year basis, policy neutral) ................ 0.6 1.2 1.3 1.1

' Per cent growth in current year tax relative to per cent growth in personal income.

Due to the effects of prior-year adjustments in 2015/16 and the termination of the
temporary tax rate increase effective December 31, 2015, personal income tax revenue
is expected to decrease 1.9 per cent in 2016/17, followed by growth of 4.8 per cent and
4.2 per cent in the next two years.

Corporate income tax revenue forecasts are based on cash received from the federal
government and annual projections reflect instalments and settlement adjustments for
prior years. The revenue forecast is relatively unchanged in 2016/17 as the increase in
instalments is offset by a reduction in the settlement payment for prior-years. Average
annual growth over the next two years is forecast at 3.7 per cent mainly due to increases
in instalments as national corporate taxable income and BC’s payment share are both
projected to rise.
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The revenue forecast incorporates the federal government’s latest projections of national
corporate taxable income and assumes that the general corporate income tax rate and
the small business income tax rate remain at 11.0 per cent and 2.5 per cent, respectively.
Further, calendar-year corporate income tax entitlement is forecast to rise in line with
projected growth in the net operating surplus.

Table 1.4 Corporate Income Tax Revenue

(% millions) 2015/16  2016/17 2017/18 2018/19
Advance instalments from the federal government:

—Paymentshare ... 11.5% 11.6% 12.0% 12.1%

—Instalments ..o 2,598 2,729 2,870 2,964
International Business Activity Act refunds ................. (20) (20) (25) (25)
Prior-years' settlement payment ..............cccceeveveveeenens, 210 82 114 65
Corporate income taxrevenue .............................. 2,788 2,791 2,959 3,004
Annual per cent growth ..., 5.8% 0.1% 6.0% 1.5%

Provincial sales tax revenue growth is expected to average 4.3 per cent annually over the
next three years (excluding the one-time $50 million HST repayment in 2015/16), in line
with expected increases in nominal GDP and consumer expenditures on taxable goods
and services.

Table 1.5 Sales Taxes Revenue

($ millions) 2015/16 2016/17  2017/18  2018/19
Provincial sales taxes ...........cccceeeiiiiiiiie i 5,956 ' 6,296 6,554 6,819
Annual per cent change (calendar year) 2015 2016 2017 2018
Consumer expenditures ............cccoveeeiinenennennnns, 5.2% 4.8% 4.7% 4.5%
Residential investment ...............c.cooii 10.5% 6.8% 6.0% 4.8%
Government expenditures ..............ccooeiiiininnn. 4.6% 21% 2.5% 3.2%
Nominal GDP ........cciiiiiiiie 3.3% 4.0% 4.3% 4.3%
Retail sales .......ccooiiiii 6.5% 4.3% 3.7% 3.6%

' 2015/16 forecast includes a —$50 million harmonized sales tax adjustment related to prior years.

Carbon tax revenue is forecast to average 1.6 per cent annual growth over the next three
years. The forecast assumes that purchased volumes of natural gas will grow in line

with real GDP and that consumption of gasoline is expected to remain flat. Carbon tax
revenue is fully returned to taxpayers through tax reductions and credits. For more details
on carbon tax recycling, see the Carbon Tax Report and Plan topic box on page 56.

Property tax revenue is expected to grow by an average of 4.3 per cent annually over the
three year plan, in line with the outlook for BC housing starts and inflation. The forecast
incorporates the impact of increasing the threshold for the phase-out of the home owner
grant to $1.2 million from $1.1 million for the 2016 tax year.

Property transfer tax revenue is forecast to decline 16.8 per cent in 2016/17 reflecting an
anticipated slowing of market activity and assuming a portion of the strong revenues
received in 2015/16 do not carry forward. This decline is expected to be followed by an
average annual decline of 3.7 per cent over the next two years in line with the outlook for
BC housing starts.

More information on tax measures are detailed in Part 2: Tax Measures.
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Natur al resource revenue

Natural gas royalties are expected to decline 15.2 per cent in 2016/17 mainly due to
the impact of a lower natural gas price forecast. The royalties are forecast to increase at
a 38.9 per cent average annual rate over the next two years, reflecting projections for

higher prices and production volumes, partially offset by increased utilization of royalty
programs and credits.

Chart 1.5 Revenue from energy, metals and minerals

$ millions
1,234 1,033 832 825 -— Total
224
92 204
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68
128 210 231 |« Other energy
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e “~ and other
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The forecast assumes an average price of $1.04 ($Cdn/gigajoule, plant inlet) in 2016/17,
down from $1.31 in 2015/16. The 2016/17 assumption is within the 20* percentile of
the private sector forecasters, continuing the prudence incorporated in recent budgets.
Prices are expected to rise in the next two years, averaging $1.34 in 2017/18 and $1.61 in
2018/19, in line with the growth of the average of the private sector forecasters. Natural

gas royalty rates are sensitive to prices in the $1.25 and $2.75 range, hence the net
effective royalty rate is expected to rise as natural gas prices increase.

See Appendix Table A6 for more details regarding natural gas price forecasts.

Sales and leases of Crown land drilling rights revenue: Over the next three years, revenue
from the sale of Crown land tenures is forecast to decline 65 per cent from $767 million

in 2015/16 to $268 million in 2018/19. Crown land tenure revenue has three main
components:

* deferred cash sales representing one-ninth of the cash from the annual bonus bid
auction sales in each of the previous eight years;

Table 1.6 Crown Land Tenure Revenue

($ millions) 2014/15 2015/16 2016/17 2017/18 2018/19
Bonus bid auction sales:

Deferredrevenue .............cccoevvnnnnn. 732 702 568 300 202

Current-year cash (one-ninth) .......... 37 2 2 2 3
Feesandrentals .............ccoviviinnnnns. 65 63 63 63 63
Totalrevenue ................cccovveiinnnnn, 834 767 633 365 268
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* one-ninth of the cash receipts from the current year bonus bid auction sales; and

e annual fees and rentals

Revenue is expected to decrease over the fiscal plan period reflecting declining amounts
of deferred revenue recognition. This is a result of the very large bonus bid cash sales
(occurring in the 2007/08 to 2009/10 period) being fully amortized over nine years
compared to lower sales results in the past six years and a forecast for relatively weak sales
over the next three years.

Mining and minerals: Revenue from mineral tax, fees and miscellaneous mining receipts is
expected to decrease 26.1 per cent in 2016/17 mainly due to an outlook for lower metal
and coal prices. Average annual revenue growth over the next two years is forecast at

7.8 per cent based on an expected recovery in mining commodity prices.

Other energy: Other energy revenue is comprised of electricity sales under the Columbia
River Treaty, petroleum royalties and fees collected by the Oil and Gas Commission.
These revenues are expected to fall 8.9 per cent in 2016/17 due to the effects of lower
Mid-C electricity and oil prices, followed by an average annual increase of 6.4 per cent
over the next two years as prices are forecast to rise.

Forests revenue is forecast to decline 2.5 per cent in 2016/17 mainly due to the impact

of the expiry of the 2006 Softwood Lumber Agreement partially offset by higher stumpage
revenue. Revenue growth is expected to average 1.0 per cent annually over the next two
years mainly due to the impacts of higher stumpage rates. Total Crown land harvest levels
are projected to be stable at 62 million cubic metres over the 2015/16 to 2018/19 period.

Other natural resource revenue is comprised of water rentals and fees for hunting and
fishing licenses collected under the Wildlife Act. These sources are expected to increase by
an annual average rate of 0.6 percent over the next three years.

Other revenue

Fees and licenses: Revenue growth is expected to average 3.3 per cent annually over the
three year fiscal plan, mainly due to projected increases to Medical Services Plan premium
rates in support of rising healthcare spending and increases in fee revenue collected by
post-secondary institutions.

Investment earnings are projected to grow at a 5.4 per cent average annual rate over
the three year fiscal plan, mainly due to increased earnings from fiscal agency loans.
Investment income from fiscal agency loans has an offsetting expense resulting in no
impact to the bottom line.

Miscellaneous revenue is forecast to decline an average 1.5 per cent annually over the
next three years. Miscellaneous revenue includes the projected gains on sales of surplus
properties. As well, the transfer of selected lands and buildings to non-profit societies in
support of building housing capacity in the non-profit sector and ensuring its long term
sustainability will result in the net value of the properties being reported as gains when
transferred.
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Federal government transfers

Health and social transfers are expected to average 4.0 per cent annual growth over the
three years of the fiscal plan, mainly reflecting increasing national cash transfers and

a rising BC population share. The plan assumes the national CHT cash disbursement
increases 6.0 per cent in 2016/17 followed by increases of 3.0 per cent and 3.4 per cent
in last two years of the plan. The national CHT cash disbursement in 2017/18 will be
based on a three year average (2015 to 2017) of Canada’s nominal GDP growth, subject
to a minimum annual growth rate of 3.0 per cent. The national CST cash disbursement
is projected to increase 3.0 per cent annually, consistent with the federal government
forecast.

Table 1.7 Federal Government Contributions

(% millions) 2015/16 2016/17 201718 2018/19
Canada Health Transfer .............cocooiiiiiiiiiin.. 4,444 4,721 4,875 5,054
Deferred health equipment grants ............................ 7 3 - -
Canada Social Transfer .............ccocoveiiiiiiiiiiien 1,695 1,747 1,804 1,863
Total health and social transfers .............................. 6,146 6,471 6,679 6,917
Ministry cost recoveries ............oooviiiiiiiiiiii 541 529 524 524
Transfers to post-secondary institutions .................... 513 514 516 519
Transfers to taxpayer-supported Crown corporations ... 230 238 233 202
Transfers to other SUCH sector agencies .................. 91 93 89 89
Disaster financial assistance contributions ................. 1 27 18 23
Othertransfers ..........c.ccoeiiiiiiiiiiii e 137 136 136 136
Total other contributions ............cccoveeeveeeieeiiee e, 1,513 1,637 1,516 1,493
Total Federal Government Contributions ............... 7,659 8,008 8,195 8,410

Other federal contributions are expected to decline 0.4 per cent annually, on average,
over the next three years. Reduced funding includes projected contributions to the
BC Housing Management Commission and ministry vote recoveries.

Commercial Crown corporations

British Columbia Hydro and Power Authority: BC Hydro’s net income is forecast to be
$692 million in 2016/17. In accordance with it’s 10 Year Plan for rates, 2016/17 is

the last year BC Hydro’s net income is calculated as an 11.84 per cent allowed return

on deemed equity. Beginning in 2017/18, net income will increase at the forecast rate

of increase in the British Columbia consumer price index, currently estimated to be

2 per cent, resulting in forecast net income of $706 million and $720 million for 2017/18
and 2018/19 respectively. BC Hydro forecasts include annual rate increases of 4 per cent,
3.5 per cent and 3 per cent from 2016/17 to 2018/19, pursuant to the rate caps laid out
in the 10 Year Plan.

British Columbia Liquor Distribution Branch: LDB’s net income is projected to be
$983 million in 2016/17, increasing to $1.0 billion by 2018/19. The increase reflects
average annual growth of 1.6 per cent in net sales revenue over the fiscal plan period.
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British Columbia Lottery Corporation: BCLC reflects moderate net income growth over the
fiscal plan period, from $1.2 billion in 2015/16 to $1.3 billion by 2018/19. Net income
growth is attributed to Casino and Community Gaming and e-Gaming segments, with
annual growth in net win at 0.9 per cent and 8.2 per cent, respectively. The corporation’s
long-term health and profitability is being managed through a focus on strategic
investments and continuous improvements in cost management.

For each year of the fiscal plan, government will distribute approximately $250 million
(or approximately 20 per cent of the dividend) of its gaming income to charities and local
governments. As well, $147 million of the gaming income retained by government will be
allocated each year to the Health Special Account in support of health services.

Insurance Corporation of British Columbia: ICBC’s net income is forecast to average
$125 million annually over the fiscal plan period. The outlook assumes average annual
growth of 1.7 per cent in the number of insured vehicles and a 4.5 per cent average
annual increase in current year claims costs.

ICBC is in its seventh year of a multi-year $400 million Transformation Program that
is designed to promote upgraded systems and processes to facilitate better support

for customers and business partners with less paperwork; and more efficient business
practices. The Transformation Program, forecast to be complete in the fall of 2016, is
being funded entirely from Optional insurance capital and therefore does not impact
Basic insurance rates.

Transportation Investment Corporation: TI Corp manages the TReO toll system on the
Port Mann Bridge and highway operations for 37 kilometers of Highway 1 between
Langley and Vancouver. Bridge and highway construction was completed in 2015. Some
construction continues off-highway and is scheduled to be completed on time in 2016/17

and within the $3.3 billion project budget.

The corporation is forecasting losses for the fiscal plan period, but will be profitable in
future years and will recover capital costs for the improvement project through tolling
over the longer term. Traffic forecasts indicate long term traffic growth on the Port Mann
Bridge and TT Corp is expected to repay the project debt and meet all financial
obligations by 2050.
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Table 1.8 Revenue by Source

Updated Budget

Forecast Estimate Plan Plan
($ millions) 2015/16 2016/17 2017/18 2018/19
Taxation revenue
Personal iINCOME ... e 8,376 8,216 8,611 8,971
Corporate iINCOME .. ..u e 2,788 2,791 2,959 3,004
SIS 5,956 6,296 6,554 6,819
FUBL . 941 948 955 963
CaIDON L.t ——— 1,216 1,234 1,252 1,275
TODACCO .o, 755 755 755 755
PO Y e 2,206 2,305 2,399 2,504
Property transfer ..........coooiiiiiiii 1,490 1,239 1,184 1,150
INSUIrANCE PreMIUM ...\ttt et e e e e e 510 520 530 540

24,238 24,304 25,199 25,981

Natural resource revenue

Natural gas royalties ... 151 128 185 247
F Ol SES e 833 812 814 828
Other NAtUral FESOUICES 2 .. ... e 1,546 1,407 1,113 1,050

2,530 2,347 2,112 2,125

Other revenue

Medical Services Plan premiums ............ccoiiiiiiiiiiiiiie e, 2,425 2,549 2,665 2,780
Other fees and ICENCES 2 ... .vv i 3,350 3,446 3,511 3,589
INVEStMENt €arNINGS ... cuiniii e 1,143 1,200 1,276 1,337
MiISCEIIANEOUS * ... .o, 2,946 3,210 2,975 2,812

9,864 10,405 10,427 10,518

Contributions from the federal government
Health and social transfers ..........c.oiiiiiiii e 6,146 6,471 6,679 6,917
Other federal government contributions  .............ccouiveiioeeiiisiieeeennn. 1,513 1,537 1,516 1,493
7,659 8,008 8,195 8,410

Commercial Crown corporation net income

BC HYArO ..o 653 692 706 720
Liquor Distribution Branch ........ ... 970 983 994 1,003
BC Lottery Corporation (net of payments to federal government) ............ 1,221 1,233 1,250 1,250
B C (125) 95 148 130
Transportation Investment Corporation (Port Mann) ............ccccooceiiieinnn. (86) (102) (106) (101)
OtNET ® e 68 101 109 105

2,701 3,002 3,101 3,107

Total FEVENUE ... 46,992 48,066 49,034 50,141

" Includes provincial sales tax, HST/PST housing transition tax and harmonized sales tax related to prior years.

2 Columbia River Treaty, Crown land tenures, other energy and minerals, water rental and other resources.

8 Post-secondary, healthcare-related, motor vehicle, and other fees.

4 Includes reimbursements for healthcare and other services provided to external agencies, and other recoveries.

5 Includes contributions for health, education, community development, housing and social service programs, and transportation projects.

® Includes Columbia Power Corporation, BC Railway Company, Columbia Basin Trust power projects, and post-secondary institutions self-supported
subsidiaries.
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Table 1.9 Expense by Ministry, Program and Agency

Updated Budget

Forecast  Estimate Plan Plan
($ millions) 2015/16 " 2016/17 2017/18 2018/19
Office of the Premier ... 9 9 9 9
Aboriginal Relations and Reconciliation ................ooi, 87 86 88 89
Advanced EAUCALION ..........e i 1,961 1,986 2,014 2,042
AGIICUIIUIE . e, 80 81 82 82
Children and Family Development ...........cccooiiiiiiiiiiiiiiieeeen 1,379 1,451 1,472 1,486
Community, Sport and Cultural Development ...t 228 259 264 264
EdUCALION ...oei 5,549 5,609 5,667 5,728
Energy and MINES .......coiniiiiii 41 28 28 29
ENVIrONMENt ... 150 150 149 149
FINaNCe ... 262 253 279 282
Forests, Lands and Natural Resource Operations ..............ccccoevveninnenn, 922 671 671 682
Health ..o 17,445 17,968 18,505 19,065
International Trade ........oooiii e 49 50 51 52
Jobs, Tourism and Skills Training ..o 196 197 198 198
JUSHICE ettt ettt e e e eareeaans 475 491 498 504
Natural Gas Development ...........c..oeiiiiiiiee e 444 453 457 459
Public Safety and Solicitor General ..o 668 681 708 711
Small Business and Red Tape Reduction .............cccoviiiiiiiiiieciniieneee, 3 4 4 4
Social Development and Social Innovation ..............cccccveeiiiiiiie i, 2,593 2,739 2,830 2,868
Technology, Innovation and Citizens' Services .........cccocovieiiiiiieeeiiiieen, 479 492 501 503
Transportation and Infrastructure .................ccoooiiiiiiiiiii 924 858 862 867
Total ministries and Office of the Premier ....................... 33,944 34,516 35,337 36,073
Management of public funds and debt ... 1,188 1,168 1,214 1,241
CONLINGENCIES ...t 350 450 400 400
Funding for capital expenditures .............cccoiiiiiiiii i, 855 1,303 1,262 1,437
Refundable tax credit transfers ..o 1,071 1,039 1,043 1,047
Legislative and other appropriations ................cccccooiiiiiiieiiiiiiiieeen, 136 132 141 134
Total appropriations 37,544 38,608 39,397 40,332
Elimination of transactions between appropriations 2 ........................... (16) (16) (31) (47)
Prior year liability adjustments ................cccoeeiiiiiiiiie e (33) > - -
Consolidated revenue fund expense ................ccccooiiiiiiiiiiiiiiciieens 37,495 38,592 39,366 40,285
Expenses recovered from external entities ................c.coociiiiiiinn, 2,689 2,790 2,807 2,885
Funding provided to service delivery agencies .............cooovovoeeveveeeeecenn. (22,463) _(23,185) _(23,540) _(24,085)
Ministry and special office direct program spending .......................... 17,721 18,197 18,633 19,085
Service delivery agency expense:
SChool diStriCtS ... 5,828 5,861 5,910 5,975
UNIVETSITIES .. e i e 4,279 4,426 4,554 4,680
Colleges and institutes ....... ..o, 1,167 1,160 1,177 1,200
Health authorities and hospital societies ..............c.coooviiiiiiiiins, 13,584 13,798 14,126 14,364
Other service delivery agencies ............cccuvevuieiiieiiieieieiee e, 3,786 4,010 3,997 4,114
Total service delivery agency expense ........................... 28,644 29,255 29,764 30,333
Total @XPENSE ..ot 46,365 47,452 48,397 49,418

' Restated to reflect government's current organization and accounting policies.
2 Reflects payments made under an agreement where an expense from a voted appropriation is recorded as revenue by a special account.
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Expense

Budger 2016 provides for new investments while maintaining government’s commitment
to disciplined and prudent fiscal management. Excluding the budget increase for the
Ministry of Health in 2018/19, program spending includes new commitments of

$1.6 billion over the three year fiscal plan compared to Budger 2015. The average annual
growth in spending is expected to be 2.7 per cent and remains within the balanced budget
obligation.

Chart 1.6 Expense trends
$ billions 49.4
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Government is able to provide funding increases now largely due to the benefits of
controlled spending and the success of strategic debt management initiatives. Over the
fiscal plan period, debt servicing costs are approximately $500 million less than forecasted
in Budget 2015. It is these savings, working in concert with revenue improvements that
have allowed for significant, targeted investments in key areas of importance to British
Columbians.

Consolidated Revenue Fund Spending

Key expenditure priorities being addressed by Budger 2016, include those in the
Ministry of Health, the Ministry of Social Development and Social Innovation and

the Ministry of Children and Family Development. Expenditures are also higher in the
Ministry of Forests, Lands and Natural Resource Operations, primarily to accommodate
the Rural Dividend, which is a key government commitment announced at the Union
of British Columbia Municipalities convention. A further annual expenditure across

all ministries is for the Economic Stability Dividend wage increase, discussed in more
detail below. The three year growth rate for the Ministry of Health in Budger 2016 is

3.0 per cent, which compares to an average 2.0 per cent annually for the remaining
ministries.
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Health and Education
Health Care — Stable Annual Funding Increases

The Ministry of Health’s annual budget will increase by $523 million in 2016/17, and the
ministry’s budget is targeted to reach over $19 billion by 2018/19. As noted above, the
average rate of growth over the three year fiscal plan will be 3.0 per cent. These increases
include funding for the health sector’s portion of the Economic Stability Dividend that will
increase salaries for health care workers.

Chart 1.7 Ministry of Health budget increases
3-year total increase vs 2015/16: $3.2 billion
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BC still leads the nation in important health outcomes while continuing to be third
lowest in per capita health costs compared to other Canadian provinces, at $3,983 per
person. BC also continues to rank best in terms of Life Expectancy, Cancer Mortality, and
Mortality related to Diseases of the Heart and second best for Infant Mortality, according
to the most recently available data.

Table 1.10 Health Per Capita Costs and Outcomes: Canadian Comparisons

2015 Per Life Infant Mortality Cancer Mortality Rate Diseases of the Heart

Province Capita Health Expectancy at per 1000 Live per 100,000 Mortality Rate per

Care Costs ($) Birth (Years) Births Population 100,000 Population
Quebec 3,656 81.8 5.0 170.1 84.8
Ontario 3,752 82.0 4.9 148.1 88.4
British Columbia ............ 3,983 82.2 3.8 140.4 83.7
New Brunswick .............. 4,175 81.1 5.7 157.4 100.4
Prince Edward Island ..... 4,282 80.1 3.5 1711 105.9
Nova Scotia ................... 4,315 80.2 4.6 1741 98.5
Saskatchewan ............... 4,621 79.7 55 152.7 113.3
Manitoba .......cccceereneeenn. 4,720 79.8 59 159.3 110.9
Alberta ............c.... 4,862 81.3 4.3 142.2 111.2
Newfoundland ................ 5,181 79.9 5.5 175.0 121.0

Sources: Canadian Institute for Health Information, 2015 (cost data) and Statistics Canada (outcomes data).

Note: Outcomes data for Life Expectancy is of 2011; all other outcome data are as of 2012, which is the most recent data
available.
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Post-Secondary Sector — Additional Funding for Educators

Budget 2016 increases funding for post-secondary institutions during the fiscal plan
period. The rising three year track for the Ministry of Advanced Education reflects

both Budger 2015% increases for the 2014 Economic Stability Mandate wage funding for
universities and colleges, as well as new funding in this year’s fiscal plan for the Economic
Stability Dividend. In total, Budger 2016 adds $34 million over three years in the Ministry
of Advanced Education’s allocation to fund the Dividend.

K-12 Education — Continued Increases to Fund Labour Agreements

The factors influencing the funding growth in Budger 2016 for the Province’s K-12 school
system are consistent with those for the post-secondary sector. Budger 2015 presented

a rising Ministry of Education three year budget track due to funding added for the

2014 BCTF and CUPE settlements, in addition to increases for independent schools
enrolment. Budger 2016 includes new funding for the Economic Stability Dividend for
public school teachers and unionized support staff. This amount totals $54 million over
the period 2016/17 to 2018/19, and will increase remuneration for thousands of public
school and school district employees.

Further, beginning in the 2018/19 fiscal year and consistent with the BCTF agreement,
an additional $4.4 million ($6.25 million on a school year basis) is added to the Learning
Improvement Fund (LIF), which currently is budgeted at $100 million annually. The LIF
was established as part of Budger 2012 at $75 million, to provide additional resources to
school districts to help address complex classroom needs.

Supporting Families and Others in Need

Budger 2016 provides an additional $673 million over the next three years for the
Ministry of Social Development and Social Innovation and for the Ministry of Children
and Family Development to support families and individuals most in need, as detailed in
Table 1.11 and as described below.

Table 1.11 Additional Support for Children, Families and Individuals in Need

(% millions) 2016/17  2017/18 2018/19
Income Assistance supports for those inneed .................cooooiiiiiiiiiiienens 44 103 103
Increase to monthly Persons With Disabilities income assistance rates ............. 36 65 69
Increased contribution provided to Community Living BC ..................ooooeiii. 12 2 22
Services and programs for children, youth, and their families .......................... 66 74 77

TOtal e 158 244 271

Income Assistance

As a component of the $673 million, Budger 2016 provides an additional $250 million
over the next three years for individuals and families in need to address caseload pressures
for temporary income assistance, disability assistance, and related supplementary benefits.

Increase to Income Assistance Rates for Persons with Disabilities

In support of goals established in Accessibility 2024 — government’s plan to make BC
the most progressive province in Canada for people with disabilities — and through
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consultations with British Columbians, Budger 2016 provides a three year total of
$170 million to increase income assistance rates for Persons with Disabilities. The rate
increase will take effect September 1, 2016.

Community Living BC

In Budger 2016, government’s contribution to Community Living BC will increase by
$36 million over the fiscal plan period. The additional funding will support services for
individuals with developmental disabilities and their families, and to address continued
caseload growth and demand for services.

Caring for Children and Families

As part of the emphasis on responding to the needs of vulnerable children and families,
Budger 2016 includes an additional $217 million over the next three years for the
Ministry of Children and Family Development as follows:

* $152 million to strengthen programs and services which provide for the welfare of
children and youth including: child protection, children and youth in care, and family
supports;

 $11 million to support child care centres;

* $51 million for children and youth in care with special needs, and autism programs in
recognition of increasing demand for services, and;

* $3 million for facilitating the adoption of children in care, including recruitment of
adoptive families, promoting adoption, planning for permanency, and post adoptive
assistance.

These new investments will fund 100 more front-line social workers, resources for further
training, quality assurance, and technology, and responds to recommendations from the
Plecas review of BC’s child welfare system.

Community Safety

Budget 2016 provides $128 million in new operating funding over the next three years
for the new Okanagan Correctional Centre, including funding for over 240 additional
corrections and other staff, once fully operational. This facility near Oliver is expected
to be completed in late 2016 with operations beginning in early 2017. The Okanagan
Correctional Centre will more than double corrections capacity in the BC interior.

A further $3 million over three years is added to Emergency Management BC’s budget
in the Ministry of Transportation and Infrastructure in order to provide for increased
planning and outreach related to potential natural disasters, such as earthquakes and

floods.
Table 1.12 Investments in Community Safety
($ millions) 2016/17 2017/18 2018/19
Okanagan Correctional Centre Operating Costs:
Ministry of Public Safety and Solicitor General..................c..cccoeeeeinnn, 10 33 33
Ministry of Technology, Innovation and Citizens' Services ................... 12 20 20
Emergency Management BC Planning and Outreach............................ 1 1 1
TOtal ..o 23 54 54

Budget and Fiscal Plan — 2016/17 to 2018/19



22

Three Year Fiscal Plan

Supporting Economic and Skills Development

A total of $143 million over three years is added to ministries in Budger 2016 in order to
enhance key areas of the BC economy.

Rural Communities in Transition

The new Rural Dividend Program will provide $75 million over three years to help small
communities strengthen and diversify their economies. Funding will be available to
eligible communities with a population of 25,000 or under.

Venture Capital

As part of its innovation agenda, in December 2015 government created the $100 million
BC Tech Fund to encourage venture capital investment and help deliver on BC’s
Technology Strategy. In order to ensure appropriate governance and oversight of the
investment strategies to be pursued, almost $3 million in new funding over three years is
included in Budger 2016.

Marketing BC’s Forest Products

Continued support to expand overseas markets for the province’s more traditional export
products is also important to the BC economy. Therefore Budget 2016 provides Forestry
Innovation Investment Ltd. (FII), a Crown corporation, with an additional $5 million
over three years for enhanced forest product marketing activities in India. This follows
several years of similar work by FII in China, where sales of BC forest products have
grown considerably over the last decade.

Tourism Investments

To help support tourism in rural communities, it is critical to maintain key assets.
Budget 2016 adds almost $6 million during the fiscal plan period for maintenance of
historic sites.

Investing in Transportation

A further $36 million over three years is added for highways maintenance activities

and contract cost increases. The latter investment is also integral to ensuring efficient
movement of goods and people throughout the province. Within communities, people
also need to move efficiently, and therefore an incremental $7 million in funding is
provided to BC Transit over the fiscal plan period for service expansion outside of Metro
Vancouver.

Agricultural Land Commission

Budger 2016 provides an additional $3 million over three years to support the Agricultural
Land Commission, which oversees the Agricultural Land Reserve, a provincial land

use zone that recognizes agriculture as a priority use and guides non-agricultural uses.

This additional funding will be directed to providing more efficient application reviews,
enhanced compliance and enforcement activities, and increased support for the operation
of regional panels.
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Youth Skills Training

Enhancing the skills of young people is also key to growing the economy. As part of the
Skills and Jobs Blueprint Strategy agenda, Budget 2016 adds $8 million over three years to
the funding provided to the Industry Training Authority to increase youth trades training
spaces in programs such as Accelerated Credit Enrolment in Industry Training (ACE-IT).

Table 1.13 Funding for Economic, Community and Skills Development

($ millions) 2016/17  2017/18 2018/19
Rural Dividend Program. ... .. ... 25 25 25
Managing Government's Venture Capital Initiative ................coooiiiiii, 1 1 1
Marketing BC Forest Products in India ...................... 1 2 2
Maintaining Heritage Tourism Properties 2 2 2
Increased Funding for Highways Maintenance 12 12 12
Additional Funding for BC Transit .............ccocoviiiiiiiiinennn. - 2 5
Increased Funding for the Agricultural Land Commission 1 1 1
Additional Support for Youth Trades Training ...........ccceeeveueieeeieiiiee e, 2 3 3

TOtal e 44 48 51

Encouraging Resource Development

The natural resource industries continue to be the backbone of BC’s rural economies.
Providing the social license for resource development is critical to the province’s economic
prosperity, and government continues to work seriously towards the development of

a Liquefied Natural Gas (LNG) industry. To support this commitment, Budger 2016
provides $19 million over three years to support ongoing activities related to the
responsible use of natural resources in the province, in particular for oil and gas
development, as companies from around the world continue to pursue investment
opportunities in BC.

This funding is provided to the Ministries of Aboriginal Relations and Reconciliation,
Environment, Forests Lands and Natural Resource Operations, and Natural Gas
Development to support a stable and predictable environment for investment decisions.

More specifically, the funding will facilitate:

e First Nations engagement, consultation and negotiations to complete agreements that
support resource development;

* coordinated and timely processing with respect to the Province’s regulatory and
permitting requirements;

* engagement and consultation with industry, community and other stakeholders; and

* activities related to land disposition, parks and protected areas management, and
environmental stewardship.

Table 1.14 Encouraging Natural Resource Development
($ millions) 2016/17 2017/18 2018/19

Ministry of Aboriginal Relations and Reconciliation ............................... 2 2 1
Ministry of Environment ....... ...
Ministry of Forests, Lands and Natural Resource Operations .................
Ministry of Natural Gas Development ...,

~N = W -
~N = W -
A =N -
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Open and Transparent Government

In support of government’s commitment to openness and transparency, and to
specifically help address recommendations from the Office of the Information and
Privacy Commissioner and David Loukadelis’ F15-03 investigative report, Budget 2016
provides $9 million over the next three years for a new corporate information and records
management office.

Measures for the Environment

A further $13 million has been identified in 2015/16 within the /nnovative Clean Energy
Fund, in support of government’s energy and environmental priorities. This includes
additional funding for the Clean Energy Vehicle Program to provide British Columbians
incentives when considering the greener choices for their transportation needs.

Management of the BC Public Service

Full-time equivalent (FTE) staff utilization is projected to increase from 27,000 FTEs in
2015/16 to 27,400 FTEs in 2016/17 based primarily on the need to hire additional social
workers, as well as additional staff required for the new Okanagan Correctional Centre.

Going forward, FTE utilization is projected to increase again in 2017/18 to 27,600 due
to continued hiring of new social workers and finalizing hiring for the new correctional
centre, before stabilizing in 2018/19.

Chart 1.8 Managing FTEs

FTEs
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Public Sector Compensation: The Economic Stability Dividend

There are about 313,000 members covered by more than 180 collective agreements
throughout the BC public sector. Over 80 per cent of these individuals have now reached
either tentative or ratified settlements under the 2014 Economic Stability Mandate.
Remaining groups yet to conclude new agreements include several in the post-secondary
sector, a small number of Crown agencies, as well as nurses in the health sector —
government is working towards concluding settlements for 100 per cent of these groups

by March 31, 2016.

To date, ministry budgets have been adjusted to reflect funding needs of the

2014 Economic Stability Mandate. In Budger 2016, increases totaling $205 million have
been added to ministry budgets in 2018/19 to fund general wage increases for the fifth
and final year of the 2014 Economic Stability Mandate.
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A key opportunity provided to encourage negotiated settlements within the

2014 Economic Stability Mandate is the commitment for additional wage increases

if actual annual provincial real economic growth (GDP) exceeds the independent
Economic Forecast Council’s forecasted growth for that year as published in provincial
budgets. There is potential for further GDP-dependent increases during the last four years
of negotiated agreements.

In Budger 2014, the Council’s forecast was for 2.3 per cent real GDP growth for

2014, while actual 2014 growth reported by Statistics Canada in November 2015 was

3.2 per cent. As a result, all individuals in the provincial public sector who have reached
finalized labour agreements are entitled to an additional general wage increase equivalent
to one-half of the 0.9 percentage point positive difference, or an ongoing wage increase of
0.45 per cent annually.

In Budger 2016, all ministries have received collective budget increases totaling
$213 million over the three year fiscal plan to fund the Economic Stability Dividend in
respect of 2014.

Going forward, the Council’s forecast of 2.6 per cent real GDP growth for 2015, as
published in Budger 2015, will be the benchmark for comparing against Statistics Canada
results in November 2016 and consequently the eligibility for an Economic Stability
Dividend in respect of 2015. As shown in the topic box on page 86, the Council estimates
that BC’s real economic growth in 2015 was 2.6 per cent, unchanged from its previous
forecast year ago. However, should actual growth turn out to be higher than the Council’s
forecast, any resultant costs will be managed within the fiscal plan.

Recovered Expenses

Government projects it will incur $8.5 billion in program spending over the fiscal plan
period whose costs will be recovered from third parties.

Recovered costs include an estimated $3.0 billion in interest payments from commercial
Crown corporations through the fiscal agency loan program and from sinking fund
investment returns.

A total of $1.6 billion of programs will be delivered with funding from the federal
government, such as the Labour Market Development Agreement, the Canada Jobs Fund,
integrated workplace solutions, and child and family support programs.

$1.5 billion in government spending is supported by other miscellaneous sources,
including hospital expansion costs recovered from regional health boards, MSP and
PharmaCare costs paid by agencies and other jurisdictions, and employee health benefits
costs collected from participating government agencies.

$2.4 billion in remaining cost recoveries will be invested in a variety of programs,
including industry-funded regulatory programs recovered through fees, and fees recovered
for collections services rendered.

Government reports the expenses incurred and the recoveries as revenue. The offsetting
nature of these amounts results in no net impact to government’s fiscal plan.
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Operating Transfers

Approximately 60 per cent of ministry spending takes the form of transfers paid to service
delivery agencies for the provision of services on behalf of government. These transfers
will total $70.8 billion over the three year fiscal plan period and will support education,
health care, social services, housing, and transportation programs delivered by the
agencies. These service delivery agencies include the SUCH sector (schools, universities,
colleges and health organizations), Community Living BC, BC Housing Management
Commission, BC Transit, and the BC Transportation Financing Authority.

Service Delivery Agency Spending

Service delivery agency spending is projected to total $30.3 billion by 2018/19, reflecting
an increase of $1.7 billion over the fiscal plan period.

School district spending is projected to rise from $5.8 billion in 2015/16 to $6.0 billion
by 2018/19 — an increase of $147 million, or 2.5 per cent over the three year period.
This spending increase is primarily due to salary and benefits cost increases relating to the
agreements reached under government’s negotiating mandates, partially offset by savings
anticipated in the areas of administration and support services.

Post-secondary institutions spending is projected to rise from $5.4 billion in 2015/16 to
$5.9 billion by 2018/19 — an increase of $434 million, or 8.0 per cent over the three year
period. The spending increase is primarily due to increased salary costs relating to the
Economic Stability Mandate agreements, higher amortization costs in line with ongoing
capital asset investments, and inflationary pressure on operating costs.

Health authority and hospital society spending is projected to rise from $13.6 billion

in 2015/16 to $14.4 billion by 2018/19 — an increase of $780 million, or 5.7 per cent
over the three year period. This spending increase is mainly due to additional staffing
and operating costs incurred to meet the projected volume growth in healthcare services
delivered by these organizations.

Projected spending by other service delivery agencies is forecast to increase by
$328 million by 2018/19. This 8.7 per cent increase is largely due to increased debt
servicing costs and higher spending in transportation and social services sectors.

Capital Spending

In Budget 2016 capital spending on schools, hospitals, roads, bridges, hydro-electric
projects and other infrastructure across the province is expected to total $20.6 billion over
the fiscal plan period. These investments will support the ongoing implementation of the
BC Jobs Plan, and key infrastructure needs in communities across the province.

Taxpayer-supported Capital Spending

Taxpayer-supported capital spending over the next three years will total $12 billion, and
includes completion of existing approved projects along with new investments to expand
and sustain provincial infrastructure including schools, post-secondary facilities, roads and
hospitals.
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Table 1.15 Capital Spending
Updated Budget
Forecast Estimate Plan Plan

($ millions) 2015/16 2016/17 2017/18 2018/19
Taxpayer-supported

Education

Schools (K=12) ..o, 486 520 617 523
Post-secondary institutions ..................coo 748 921 842 727

Health ..., 1,003 1,193 815 896

BC Transportation Financing Authority .................... 892 952 870 1,075

BC Transit .....oeviniiiie e 53 66 84 95

Government ministries ... 354 434 475 385

HOUSING " ..o, 66 115 103 132

Other? ... 29 50 37 39

Total taxpayer-supported ................................... 3,631 4,251 3,843 3,872
Self-supported

BC HYArO ..o 2,337 2,832 2,448 2,713

Columbia River power projects >..............ccccccevvve.... 19 9 16 6

Transportation Investment Corporation (Port Mann) ... 36 16 4 4

BC Railway Company ..........cccveviuiininiiniinieennen 4 4 2 1

ICBC .o 99 92 40 40

BC Lotteries .......oooiiiiii 75 90 90 90

Liquor Distribution Branch ................ccoocviiieiinnnn.. 34 65 59 32

Total self-supported commercial ......................... 2,604 3,108 2,659 2,886

Total capital spending ................c..coooiiiiiiian.. 6,235 7,359 6,502 6,758

" Includes BC Housing Management Commission and Provincial Rental Housing Corporation.

2 Includes BC Pavilion Corporation and other service delivery agencies.

3 Joint ventures of the Columbia Power Corporation and Columbia Basin Trust.

Investments in Schools

Over the three years of the capital plan, $1.7 billion will be invested to maintain, replace,
renovate or expand K—12 facilities, including continued investment in new school space
to accommodate increasing enrolment in growth districts, and continued investment in
the program to seismically upgrade or replace schools.

Current and planned capital investments in Budger 2016 include:

* A new Clayton North Secondary School in Surrey, which will provide 1,500 student
spaces and will be complete in 2017. Enrolment in this part of Surrey School District
has grown substantially and the new school will alleviate pressures at other district
secondary schools, particularly Lord Tweedsmuir which is operating over its capacity.

* Smiling Creek Elementary in Coquitlam will provide 430 student spaces, as well as a
Neighbourhood Learning Centre. In addition, students will be able to access a new
park and sports field next to the school through an agreement with the city. The new

school is expected to open in September 2018.

* A new elementary school in the northwest area of Fort St. John with a capacity of
365 students is expected to be completed by the end of 2017. The school will include
a Neighbourhood Learning Centre, a StrongStart classroom and a large community

gymnasium.
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* A seismic upgrade to Alpha Secondary in Burnaby will include the replacement of two
classroom wings with more efficient and modern space. It is expected that the project
will be completed in 2018.

Spending to Support Post-secondary Education

Budget 2016 includes $2.5 billion in capital spending over the next three years by post-
secondary institutions across the province. Projects include the replacement and renewal
of existing infrastructure to address deferred maintenance and protect the Province’s
investment in capital assets.

In addition, investments in priority projects will build capacity and help meet the
province’s future workforce needs in key sectors, as outlined in BC’s Skills for Jobs
Blueprint. A significant portion of this capital investment is funded through other
sources, including foundations, donations, cash balances, federal funding and revenues
generated from services.

Current and planned investments in the post-secondary sector include:

* Redevelopment of the Life Sciences Teaching Laboratories at the University of British
Columbia, to provide an upgraded learning environment for about 2,157 existing and
445 new students.

* Renovation and renewal of the trades facilities at Selkirk College in Nelson to improve
the current delivery of trades education and meet future trades training requirements
for the region.

* A new campus for Emily Carr University at Great Northern Way in Vancouver, which
will include a state-of-the-art visual, media and design art facility with a capacity for
1,800 students.

* Support for research infrastructure through the British Columbia Knowledge
Development Fund, with external funding leveraged from the federal Canada
Foundation for Innovation and non-provincial government partners. Research
investments include:

— Development of a computer-based simulation model for sustainable community
development at Royal Roads University in Victoria.

— Creation of a mobile mass spectrometry facility that will provide precise
measurements of chemical determinants of environmental and human health at
Vancouver Island University in Nanaimo.

— A program at the University of Victoria that combines health and environmental
research by collecting x-ray diffraction data from single protein crystals to better
understand their role in the production of renewable energy sources and impacts on
human health.

Expanding and Upgrading Health Facilities

Capital spending on infrastructure in the health sector will total $2.9 billion over the next
three years. These investments support new major construction projects and upgrading

of health facilities, medical and diagnostic equipment, and information management/
technology systems. These investments are supported by funding from the Province as
well as other sources, such as regional hospital districts and foundations.
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Key capital investments in the health sector include:

* A new patient care tower, including a surgical services centre, at the Penticton
Regional Hospital will improve patient experience and outcomes. Construction on
the new patient care tower is expected to begin in 2016.

* Redevelopment of Children’s and Women’s Hospital including the new Teck Acute
Care Centre to replace 179 acute care beds and expand service to 221 beds, plus
expand the emergency department, maternity, pediatric operating rooms and
diagnostic imaging and procedures areas. Construction of the Teck Acute Care Centre
is underway with completion planned for summer 2017.

 Construction of two new hospitals (one located in Courtenay/Comox and one in
Campbell River) to replace existing North Island hospitals and provide a total of
248 patient beds, an increase of 62 beds on the North Island. Construction of both
hospitals commenced in August 2014 and is scheduled for completion in 2017.

* A new clinical services building for Royal Inland Hospital in Kamloops, which
will include outpatient services and teaching space for medical students along with
improved parking and access to the hospital. The new clinical services building is
scheduled to open in 2016.

* Construction of the new Joseph and Rosalie Segal Family Health Centre to replace
and consolidate specialized mental health services at Vancouver General Hospital.

Investing in social housing

Budger 2016 includes new taxpayer-supported capital spending of $355 million by

the BC Housing Management Commission over the next five years, representing
reinvestment of net-cash proceeds received under the Non-Profit Asset Transfer program
into social housing. A new Provincial Investment in Affordable Housing program will
increase the supply of housing across the province by more than 2,000 units, through
the construction and renovation of affordable housing for people with low to moderate
incomes.

Supporting the Transportation Investment Plan

Budget 2016 includes continued investments in government’s Transportation Investment
Plan. The Province has secured federal cost sharing on projects and has also leveraged
investments through partnerships with private partners. Over the coming months BC will
continue to work with the federal and municipal governments to identify priorities and
confirm details around project criteria, timelines and cost-sharing arrangements for the
new federal infrastructure funding,.

The public and private sector will provide a total of $3.4 billion for transportation
investments over the next three years, including:

* $2.7 billion of provincial investment in transportation infrastructure; and

 $0.7 billion of investment leveraged through federal cost sharing and partnerships with

private partners, local governments and other agencies.

Further information is provided in Table 1.16.
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Table 1.16 Provincial Transportation Investments

Updated
Forecast 3-Year

($ millions) 2015/16  2016/17  2017/18  2018/19 Total
Provincial investments:
— Highway rehabilitation ... 216 210 213 215 638
— Side road improvement program ............ccoooiiiiiiiia e 90 90 90 90 270
— Natural gas road upgrade program ...........cccooeieviveiiieineenenanenane. 20 20 20 20 60
— Highway 1 (Kamloops to Alberta border) .............ccocoviiiiiiiiiannn. 49 48 57 101 206
— George Massey Tunnel replacement project '...................c......... 24 7 - - 7
— Okanagan Valley corridor ....... ..ot 42 35 50 31 116
— Cariboo connector program .........ccooviiiiiii e 36 40 35 40 115
— Major highway corridors and roads ...........c.ccoovieiiiiiiiiiaeene. 112 188 171 262 621
— Other transportation programs ............cc.coveeviiiiiiniieen, 42 98 65 62 225
— Transit iNfrastructure ...............oooeiieiiiii e 176 158 157 136 451

Total provincial investment 2................................ 807 894 858 957 2,709
Investments funded through contributions from

Other partners ....................ccooeiiiiiiiiiiie e 259 240 159 271 670
Total investment in transportation infrastructure ...................... 1,066 1,134 1,017 1,228 3,379
Transportation Investment Corporation
Port Mann Bridge/Highway 1:
— Capital Project ......oeiii 34 10 - - 10
—Rehabilitation ..............coiiiiiii 2 6 4 4 14

Totalinvestments ....................ccoiiiiiiiiiiiii e, 36 16 4 4 24

Total investment in transportation infrastructure including
investments from the Transportation Investment Corporation . 1,102 1,150 1,021 1,232 3,403

! Subject to Treasury Board approval of the final project business case.

2 Total provincial investment includes operating and capital spending.

Ministry Capital Spending

Budger 2016 includes $1.3 billion in capital spending by government ministries over

the plan period. This will support investments in maintaining, upgrading or expanding
infrastructure such as courthouses, correctional centres, office buildings, and information
systems.

Capital investments made by government ministries include development of the new
Okanagan Correctional Centre near Oliver. This facility is expected to be completed in
late 2016 and will more than double correctional centre capacity in British Columbia’s
Interior. A new facility will also be constructed in Coquitlam to accommodate the
Maples Adolescent Treatment Centre and the Provincial Assessment Centre.

Capital Project Reserves
The Province has included $231 million in project reserves in its three year capital plan

as a prudent planning measure. In addition to covering risks from higher than expected
costs, the reserves will be used to fund emerging government priorities.
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Financing Capital Projects

Provincial capital infrastructure spending is financed through a combination of sources:
* cash balances within the organizations;
* partnerships with the private sector (public-private partnerships, or P3s);

* cost sharing with partners (e.g. federal government, regional hospital districts); and

e debt.

The sale of BC Transportation Financing Authority sinking funds in 2013/14 provided
significant levels of cash as a source of capital financing in 2014/15 and 2015/16.

The increase in debt financing in 2016/17 reflects the utilization of this resource and the
return to historical levels of capital financing from each source.

Chart 1.9 Financing government’s capital plan

($ millions)
Total taxpayer-supported
capital spending — $3,631 $4,251 $3,843 $3,872
Source of financing $764
$417
$624
Cash and working $1,000 $485 $255
capital ’ $398 $333
$267
$179 \
$211
Other contributions —» $417 N $34
Federal contributions —» $124 B
P3 liabilities —> $277
$2,833
$2,524 $2,564
Direct borrowing —» $1,813
2015/16 2016/17 2017/18 2018/19

Self-supported Capital Spending

Self-supported capital spending is projected to total $8.6 billion over the fiscal plan
period, including:

* $8.0 billion (92 per cent) of total self-supported capital spending will be used for
electrical generation, transmission and distribution projects to meet growing customer
demand and to enhance reliability. Included in this total is initial construction of a
third power facility on the Peace River through the Site C Clean Energy Project.

The majority of BC Hydro’s hydroelectric system was built between the 1960s and
early 1980s and provides over 95 per cent of the total electricity generated by the
corporation. This vast system is ageing and requires a broad range of investments to
maintain reliability — from seismic and safety improvements at dams, to expanding
and strengthening the transmission system, to upgrading the metering system.
Roughly half of BC Hydro’s capital spending represents measures to address ageing
infrastructure.

* $24 million will be used to complete the Port Mann Bridge replacement and
Highway 1 Improvement project, as well as performing routine rehabilitation.
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* $270 million will be used for BC Lottery Corporation projects including the
modernization of business systems, expansion of the lottery distribution network,
and acquisition of gaming equipment to support lottery, PlayNow internet gaming,
casino and community gaming activities.

* $172 million will be used for ICBC projects including investment in its
Transformation Program as well as other information technology and facility
maintenance and upgrades.

* $156 million will be invested by the Liquor Distribution Branch for costs related to
updates and improvements to retail stores, technology-related projects and ongoing
operating equipment replacements.

Table 1.17 provides information on major capital projects, and further details on

jor cap J
provincial capital investments are shown in the service plans of ministries and Crown
agencies.

Projects Over $50 Million

Approved major capital projects with multi-year budgets totaling $50 million or more,
including provincial funding, are shown in Table 1.17. Annual allocations of the full
budget for these projects are included as part of the provincial government’s capital
spending shown in Table 1.15.

In addition to financing through provincial sources, major projects may be cost-

shared with the federal government, municipalities and regional districts, and/or the
private sector. Total capital spending for these major projects is $26.9 billion, reflecting
provincial financing of $24.6 billion including internal sources and P3 liabilities, as well
as $2.3 billion in contributions from the federal government and other sources including
private donations.

Major capital investments include:

* $1.6 billion for school replacement projects including Oak Bay Secondary, Belmont
Secondary, Centennial Secondary, Kitsilano Secondary, Clayton North Secondary, and
continuation of the seismic mitigation program;

* $123 million for the Emily Carr University of Art and Design campus redevelopment
project at Great Northern Way;

* $3.8 billion for health facilities including the Northern Cancer Control Strategy,
Lions Gate Hospital redevelopment, the Lakes District Hospital in Burns Lake, the
Queen Charlotte/Haida Gwaii Hospital, the Surrey Memorial Hospital — Emergency
Department/Ciritical Care Tower, Royal Inland Hospital redevelopment, the North
Island hospitals, the Interior Heart and Surgical Centre in Kelowna, the Joseph and
Rosalie Segal Family Health Centre at Vancouver General Hospital, the Children’s
and Women’s Hospital redevelopment, the Penticton Regional Hospital patient
care tower, the first phase of the redevelopment of Royal Columbian Hospital, the
Centre for Mental Health and Addictions in Coquitlam, and the clinical and systems
transformation project;

* $5.0 billion for major transportation capital infrastructure including Highway 1
widening from Monte Creek to Pritchard, the Evergreen Line Rapid Transit project,
Highway 97 widening from Highway 33 to Edwards Road, the Highway 1 Widening
and 216" Street Interchange project, the Highway 1 Admirals Road/McKenzie Avenue
Interchange project, and the Port Mann Bridge/Highway 1 project;
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Table 1.17 Capital Expenditure Projects Greater Than $50 million "
Note: Information in bold type denotes changes from the 2015/16 second Quarterly Report released on November 24, 2015.
Project Estimated Anticipated Project Financing
Year of Cost to Cost to Total Internal/ P3 Federal Other
($ millions) Completion Dec 31,2015 Complete Cost Borrowing  Liability Gov't Contrib'ns
Taxpayer-supported
School districts
Oak Bay Secondary ? ..... 2015 50 2 52 50 - - 2
Belmont Secondary ? ..... 2015 52 4 56 30 - - 26
Centennial Secondary .... 2016 32 29 61 61 - - -
Kitsilano Secondary .......... 2017 35 30 65 61 - - 4
Clayton North Secondary 2017 2 53 55 45 - - 10
Seismic mitigation program .................ccccc..... 2023 68 1,232 1,300 _ 1,300 - - -
Total school districts .............ccoeeeviiiiiiiint. 239 1,350 1,589 1,547 - - 42
Post-secondary institutions
Emily Carr University of Art and Design —
Campus redevelopment at Great Northern Way
— Direct procurement ... 2017 17 46 63 42 - - 21
—P3contract .........coooiiiiiii 2017 7 53 60 - 60 - -
Total post secondary institutions .................. 24 99 123 42 60 - 21
Health facilities
Northern Cancer Control Strategy ?
— Direct procurement .............cooeiiiiiinn, 2014 29 1 30 27 - - 3
—P3contract ........ccoiviiiiiiiii 2012 71 - 71 54 17 - -
Lions Gate Hospital (Mental Health)

Redevelopment 2 .............ccoooiiiiiee 2014 47 15 62 38 - - 24
Lakes District Hospital 2 ........cc..coovevveeeenean, 2015 49 6 55 46 - - 9
Queen Charlotte/Haida Gwaii Hospital ............. 2016 28 22 50 31 - - 19
Surrey Emergency/Critical Care Tower
— Direct procurement ................cceceveeiinieinnnnn, 2016 141 53 194 174 - - 20
—P3contract ................ 2014 318 - 318 139 179 - -
Royal Inland Hospital ..... 2016 25 55 80 47 - - 33
North Island Hospitals ....

— Direct procurement ................ccceeeueeiineeinnn.n, 2017 21 105 126 73 - - 53
—P3contract ........coooiiiiiiii 2017 267 213 480 60 232 - 188
Interior Heart and Surgical Centre
— Direct procurement 2017 124 124 248 213 - - 35
—P3contract ........coooiiiiiii 2015 130 3 133 4 79 - 50
Vancouver General Hospital — Joseph and

Rosalie Segal Family Health Centre .............. 2017 25 57 82 57 - - 25
Children's and Women's Hospital
— Direct procurement ................ccoeeeueeiineeinnn.n, 2019 81 228 309 177 - - 132
—P3contract ........ccooeiiiiiiii 2017 147 222 369 168 187 - 14
Penticton Regional Hospital — Patient Care

TOWET et 2019 3 322 325 168 - - 157
Royal Columbian Hospital .................cocoeeeeee. 2019 - 259 259 250 - - 9
Centre for Mental Health and Addictions ....... 2019 - 101 101 101 - - -
Clinical and systems transformation ................ 2023 140 340 480 480 - - -

Total health facilities ........................co..... 1,646 2,126 3,772 2,307 694 - 771

Transportation

Highway 1 — Monte Creek to Pritchard % ........ 2016 61 8 69 52 - 17 -
Evergreen Line Rapid Transit
— Direct procurement ..........ccocoveiiiiiiiiiiinen, 2017 310 221 531 316 - 74 141
—P3contract ........ccoiiiiii 2017 823 77 900 - 270 350 280
Highway 97 widening from Highway 33 to

Edwards Road .............ccocooiiiiiiiinninnn, 2017 13 47 60 42 - 18 -
Highway 1 widening and 216th Street

Interchange ..........coooiiiiiiiiii 2018 4 55 59 23 - 22 14
Highway 1 — Admirals Road/McKenzie Avenue

INterchange ............ccccoueeeeeeeeeeiiiieeeeee, 2019 2 83 85 52 - 33 -

Total transportation ...............ccoooiiiiiininne. 1,213 491 1,704 485 270 514 435
=
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Table 1.17 Capital Expenditure Projects Greater Than $50 million ' (continued)
Note: Information in bold type denotes changes from the 2015/16 second Quarterly Report released on November 24, 2015.

Project Estimated Anticipated Project Financing
Year of Cost to Cost to Total Internal/ P3 Federal Other
($ millions) Completion Dec 31,2015 Complete Cost Borrowing  Liability Gov't Contrib'ns
Other taxpayer-supported
Single Room Occupancy Hotel renewal initiative
— Direct procurement ... ... 2016 15 10 25 23 - 2 -
—P3contract .........cooiiiiiiiii 2016 105 13 118 - 91 27 -
Okanagan Correctional Centre
— Direct procurement ... 2016 64 27 91 91 - - -
—P3contract .........cooiiiiii 2016 83 46 129 8 121 - -
Natural Resource Permitting Project ® ............. 2018 31 26 57 57 - - -
Maples Adolescent Treatment Centre
and Provincial Assessment Centre .............. 2019 - 75 75 75 - - -
Total other ... 298 197 495 254 212 29 -
Total taxpayer-supported ......... 3,420 4,263 7,683 4,635 1,236 543 1,269
Self-supported
Transportation
Port Mann Bridge / Highway 12 .......cccoooooeonnae... 2017 3,296 23 3,319 3,319 - - -
Power generation and transmission
BC Hydro
— Mica SFg gas insulated switchgear
replacement ?.................... ... 2014 179 12 191 191 - - -
— Northwest transmission line 2 2014 690 26 716 329 - 130 257
— Iskut extension project 2............c...c..ccc.oo.... 2014 167 2 169 110 - - 59
— Merritt area transmission 2 ............c...c.o..... 2015 55 10 65 65 - - -
— Smart metering and infrastructure program 2. 2015 762 18 780 780 - - -
— Interior to Lower Mainland transmission line 2. 2015 699 44 743 743 - - -
— GM Shrum units 1 to 5 turbine replacement 2.. 2015 167 18 185 185 - - -
— Hugh Keenleyside spillway gate reliability
upgrade e, 2015 106 17 123 123 - - -
— Upper Columbia capacity additions at
Mica units 5 and 6 project 2 ...........ccccouv..... 2015 557 157 714 714 - - -
— Long Beach area reinforcement 2 2015 35 21 56 56 - - -
— Dawson Creek/Chetwynd area transmission 2. 2015 280 16 296 296 - - -
— Surrey area substation project ..................... 2016 72 22 94 94 - - -
— Big Bend substation 2017 31 36 67 67 - - -
— Ruskin Dam safety and powerhouse upgrade . 2017 390 358 748 748 - - -
— Horne Payne Substation project ................... 2018 3 90 93 93
— John Hart generating station replacement ...... 2019 403 690 1,093 1,093 - - -
— Cheakamus Unit 1 and Unit 2 generator
replacement ...........ooeiiiii 2019 5 69 74 74 - - -
— Fort St. John and Taylor Electrical Supply .... 2019 - 53 53 53
— G.M. Shrum G1-G10 Control System
upgrade * ..o 2021 7 53 60 60 - - -
— Site C clean energy project ..............coeceueenns 2024 694 8,081 8,775 8,775 - - -
Columbia River power projects
— Waneta Dam power expansion°................. 2018 322 23 345 345 - - -
Total power generation and transmission ....... 5,624 9,816 15,440 14,994 - 130 316
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Table 1.17 Capital Expenditure Projects Greater Than $50 million ' (continued)
Note: Information in bold type denotes changes from the 2015/16 second Quarterly Report released on November 24, 2015.

Project Estimated Anticipated Project Financing
Year of Cost to Cost to Total Internal/ P3 Federal Other
($ millions) Completion Dec 31,2015 Complete Cost Borrowing  Liability Gov't Contrib'ns
Other self-supported
British Columbia Lottery Corporation
— Gaming management system % ... 2015 93 1 94 94 - - -
Insurance Corporation of British Columbia
— Business transformation program .... .. 2016 __ 269 49 318 318 - - -
Total other ........oovveeeieceeeeeeeeeeeeeeee 362 50 412 412 - - -
Total self-supported ................. 9,282 9,889 19,171 18,725 - 130 316
Total $50 million projects ........ 12,702 14,152 26,854 23,360 1,236 673 1,585

! Only projects that receive provincial funding and have been approved by Treasury Board and/or Crown corporation boards are included in this table. Ministry
service plans may highlight projects that still require final approval. Capital costs reflect current government accounting policy.

2 Assets have been put into service and only trailing costs remain.

® Reflects approved capital costs to date, subject to change if future phases are approved by government.
4 This project has three phases. The total authorized capital amount of $60M represents partial implementation funding as at December 31, 2015 for phases 1
and 2 and definition funding for phase 3.

® Reflects the combined shares of Columbia Power Corporation (32.5 per cent) and Columbia Basin Trust (16.5 per cent) in their partnership with Fortis Inc. for
the development of an electricity generating facility at the Waneta Dam south of Trail.

$495 million for projects in other sectors including the upgrade of 13 Single
Room Occupancy hotels in Vancouver’s Downtown Eastside, the new Okanagan
Correctional Centre, the Natural Resource Permitting Project, and the Maples
Adolescent Treatment Centre and Provincial Assessment Centre in Coquitlam;

$15.4 billion primarily for power generation and transmission capital projects by
BC Hydro and for Columbia River power projects including construction of a dam
and generating facilities at Site C on the Peace River and a 49 per cent share in the
expansion of the Waneta Dam (a public-private partnership with Fortis Inc.);

$94 million for the replacement of the BC Lottery Corporation gaming management
system that supports the generation of over $1.7 billion in annual revenue from

36 casinos and community gaming centres operating more than 12,800 slot machines
and 500 table games; and

$318 million for the capital component of ICBC’s $400 million business
transformation program, that will upgrade its claims, insurance, customer, and
business processes and technologies.

The following changes have occurred since the second Quarterly Report.

Completion of Centennial Secondary school is extended to 2016 from 2015.

A $101 million Centre for Mental Health and Addictions has been added in the
health sector.

Two projects have been added in the transportation sector. A $69 million Highway 1
widening project from Monte Creek to Pritchard and a $60 million Highway 97
widening project in Kelowna from Highway 33 to Edwards Road.

Completion of the Evergreen Line Rapid Transit project is extended to 2017 from
2016.

A $75 million project to replace the Maples Adolescent Treatment Centre and
Community Living British Columbia’s Provincial Assessment Centre has been added.
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* BC Hydro’s Vancouver City Central transmission project was completed; the Fort St.
John and Taylor Electrical Supply transmission line project was added; the Dawson
Creek/Chetwynd area transmission line project completion date is now 2015; and the
Surrey Area Substation project completion date is now 2016.

* Reductions in total anticipated capital spending for four BC Hydro projects:

— Smart metering and infrastructure program reduced by $150 million;
— G.M. Shrum Units 1 to 5 turbine replacement reduced by $87 million;
— Horne Payne Substation project reduced by $1 million; and

— G.M. Shrum G1-G10 Control System upgrade reduced by $3 million.

* Anticipated spending for the capital portion of ICBC’s business transformation
program decreased by $1 million reflecting a reallocation of costs between capital

and operating expense. The overall program budget which includes both capital and
operating expense components remains unchanged at $400 million

Provincial Debt

Total provincial debt will increase by $6.6 billion over the fiscal plan period to reach
$71.9 billion by 2018/19. The rate of growth in debt declines each year, from 3.7 per cent
in 2016/17, to 2.9 per cent in 2018/19.

Table 1.18 Provincial Debt Summary '

Updated Budget

Forecast Estimate Plan Plan

($ millions unless otherwise indicated) 2015/16 2016/17 2017/18 2018/19
Taxpayer-supported debt

Provincial government direct operating .............. 8,068 6,215 4,659 2,703

Other taxpayer-supported debt (mainly capital)

EdUCAtION ...t 12,706 13,400 14,288 15,075

Health ®...... ..o, 6,962 7,552 8,031 8,651

Highways and public transit * ............................. 11,583 12,475 13,404 14,616

Other® ..o 3,390 3,585 3,860 4,044

Total other taxpayer-supported debt ................ 34,641 37,012 39,583 42,386
Total taxpayer-supported debt ........................... 42,709 43,227 44,242 45,089
Self-supported debt ...............ccccoeveieieieieieieeeee, 22,331 24,113 25,294 26,452
Total debt before forecast allowance .................. 65,040 67,340 69,536 71,541
Forecastallowance ®......................................... 250 350 350 350
Total provincialdebt ......................................... 65,290 67,690 69,886 71,891
Debt as a per cent of GDP

Provincial government direct operating ................ 3.3% 2.4% 1.8% 1.0%

Taxpayer-supported .........c.cooveiiiiiieiiiiiieeans 17.4% 17.0% 16.7% 16.3%

Total provincial ... 26.7% 26.6% 26.3% 25.9%
Taxpayer-supported debt per capita ($) .............. 9,120 9,117 9,214 9,272
Taxpayer-supported interest bite (cents per

dollarof revenue) ... 3.6 3.6 3.8 3.8

1 Debt is after deduction of sinking funds and unamortized discounts, and excludes accrued interest. Government direct and fiscal
agency accrued interest is reported in the government's accounts as an accounts payable.

2 Post-secondary institutions' debt includes public-private partnership obligations of $24 million for fiscal 2015/16, $60 million for
fiscal 2016/17, $60 million for fiscal 2017/18, and $60 million for fiscal 2018/19.

3 Health facilities' debt includes public-private partnership obligations of $1,433 million for fiscal 2015/16, $1,590 million for fiscal
2016/17, $1,647 million for fiscal 2017/18, and $1,658 million for fiscal 2018/19.

4 BC Transportation Financing Authority's debt includes public-private partnership obligations of $1,159 million for fiscal 2015/16,
$824 million for fiscal 2016/17, $783 million for fiscal 2017/18, and $752 million for fiscal 2018/19.

5 Social housing's debt includes public-private partnership obligations of $88 million for fiscal 2015/16, $76 million for fiscal
2016/17, $67 million for fiscal 2017/18, and $58 million for fiscal 2018/19.

6 Reflects the operating statement forecast allowance for each year (amounts are not cumulative). Since it is unknown as to
which agency would require this debt, the forecast allowance is shown as a separate item over the plan.
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Government’s borrowing requirements over the fiscal plan period will total $16.1 billion.
This total is required to finance government’s taxpayer-supported and self-supported
capital investments ($13.5 billion) and to refinance existing debt maturities ($2.6 billion).
In addition to outstanding debt needs, $6.9 billion in maturing debt will be retired

by government’s debt management strategy and the reduction of P3 liabilities through
annual service payments, resulting in the net increase in total debt of $6.6 billion noted

above (see Table 1.19).

Table 1.19 Provincial Borrowing Requirements

Updated Budget

Forecast Estimate Plan Plan
($ millions) 2015/16 2016/17 2017/18 2018/19
Total provincial debt ' at beginning of year ............... 62,920 65,290 67,690 69,886
New borrowing 2 .......oovveeiii e 4,974 4,425 5,443 5,827
Direct borrowing by Crown corporations and agencies . 284 216 84 40
Retirement provision ® requiring refinancing................ (1,833) 977 (1,705) (1,891)
Retirement provision ® funded internally..................... (1,305) (3,318) (1,626) (1,971)
Change in forecast allowance .............ccccceveeveveeeueennanen, 250 100 - -
Net change in total debt ...............cccooeeeiiiiiniiin, 2,370 2,400 2,196 2,005
Total provincial debt "atyearend ............................ 65,290 67,690 69,886 71,891
Annual growth in debt (per cent) ...............coccocoevvunnn... 3.8 3.7 3.2 2.9

Debt is after deduction of sinking funds and unamortized discounts, and excludes accrued interest which is reported in the
financial statements as an accounts payable.

New long-term borrowing plus net change in short-term debt.

Sinking fund contributions, sinking fund earnings and net maturities of long-term debt (after deduction of sinking fund balances
for maturing issues).

Taxpayer-supported debt is forecast to increase to $45.1 billion by 2018/19, up

$2.3 billion from 2015/16. The increase is attributed to significant investment in capital
infrastructure over the next three years, including an increase in debt of $4.1 billion

for education and health facilities, $3.0 billion for transportation sector projects, and a
$0.6 billion increase for other initiatives over the three year period. These increases are
partially offset by a $5.4 billion reduction in government direct operating debt over the
same period, and which by 2018/19 will be at its lowest point since 1984/85.

The self-supported debt of commercial Crown corporations is forecast to increase to
$26.5 billion by 2018/19, up $4.1 billion from 2015/16. The increase is primarily due
to $4.0 billion in financing requirements for capital investments related to improving
and expanding British Columbia’s hydro generation assets and capital spending for other
self-supported Crown corporations ($0.1 billion).

Additional details on government’s outstanding debt are provided in Appendix Tables A17
to Al19.

Relationship between surplus and debt
In addition to operating results, the change in debt is impacted by reductions in cash and

other working capital changes as well as the debt financing requirements of government’s
capital plan. Table 1.20 reconciles the forecast surpluses with changes in debt.
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Table 1.20 Reconciliation of Summary Results to Provincial Debt Changes

Updated Budget

Forecast Estimate Plan Plan
($ millions) 2015/16 2016/17 2017/18 2018/19

Taxpayer-supported debt:
Annual surplus (before forecast allowance) ................. (627) (614) (637) (723)
Reduction in cash balances ...........ccccccoviiiiiiiinee. (679) (658) (29) (179)
Other working capital changes .........cccccccevveieviieennnen. 594 (260) 58 85
Net increase in capital and other assets ...................... 1,541 2,050 1,623 1,664
829 518 1,015 847

Self-supported debt:
Commercial Crown corporation capital financing ........ 1,299 1,798 1,198 1,175
Other commercial debt ................ccovveeiiiieeeeeeen (8) (16) (7 (7
1,291 1,782 1,181 1,158
Annual change in forecast allowance ......................... 250 100 - -
Annual increase in total provincial debt .................. 2,370 2,400 2,196 2,005
Risks to the Fiscal Plan

Table 1.21 provides the estimated fiscal impacts of the identified sensitivities for some
of the key variables in the fiscal plan projections on an individual basis. However,
inter-relationships between the variables may cause the actual variances to be higher or
lower than the estimates shown in the table. For example, an increase in the US/CDN
dollar exchange rate may be offset by higher commodity prices.

Table 1.21 Key Fiscal Sensitivities

Annual Fiscal Impact

Variable Increases of ($ millions)
NomMiNal GDP ......oeeiiiiiieee e 1% $150 — $250
Lumber prices (US$/thousand board feet) ........ $50 $120 - $140 "
Natural gas prices (Cdn$/gigajoule) ................ 25 cents $25 —$35°
US exchange rate (US cent/Cdn $) ................. 1 cent -$25 to -$50
Interestrates ..o 1 percentage point -$86
DEDE .. $500 million -$12

' Sensitivity relates to stumpage revenue only.
2 Sensitivities can vary significantly especially at lower prices.

The assumptions and risk sensitivities for individual revenue sources and major program

areas can be found in Appendix Tables A5 and A6, beginning on page 115.
Own Source Revenue

The main areas that may affect own source revenue forecasts are BC’s overall economic
performance, the relative health of its major trading partners, the exchange rate and
commodity prices.

Revenues are sensitive to economic performance. For example, taxation and other revenue
sources are driven by economic factors such as household income, consumer expenditures,
housing starts, employment, population growth and the exchange rate. The revenue
forecast contained in the fiscal plan is based on the economic forecast detailed in Parz 3:
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British Columbia Economic Review and Outlook. As well, it incorporates commodity price
forecasts developed by the Ministry of Forests, Lands and Natural Resource Operations,
the Ministry of Energy and Mines, and the Ministry of Natural Gas Development based
on private sector information.

Income tax revenue forecasts are based on projections of household income and net

operating surplus. The forecasts are updated from reports on tax assessments provided by
the Canada Revenue Agency. As a result, revenue estimates can be affected by timing lags
in the reporting of current and prior year tax assessments by the Canada Revenue Agency.

Adjustments to the harmonized sales tax entitlements for the years 2010/11 to 2012/13
will continue until 2019/20. These changes, determined by the federal government could
affect the revenue forecast over the three-year plan, however it is expected that the size of
changes will diminish over time.

Revenues in British Columbia can also be volatile, largely due to the influence of the
cyclical natural resource sector in the economy and the importance of natural resource
revenues in the Province’s revenue base. Changes in commodity prices such as natural gas,
lumber or coal may have a significant effect on natural resource revenues.

Details on major assumptions and sensitivities resulting from changes to those
assumptions are outlined in Appendix Table A5.

Softwood Lumber Agreement

The economic and fiscal projections do not assume either a continuation of the

2006 Softwood Lumber Agreement between Canada and the US or any potential

litigation that could arise after October 12, 2016. The 2006 Softwood Lumber Agreement
expired on October 12, 2015. As part of that agreement, the US committed not to
launch countervailing duty or anti-dumping (CVD/AD) litigation against Canadian
lumber products before October 2016. Since October 13, 2015 there have been no

trade restrictions on Canadian lumber to the US. BC and Canada support discussions
between the two countries to find a new managed trade agreement and avoid the market
uncertainty that US CVD/AD litigation against Canadian lumber imports to the US
would bring. If an agreement cannot be reached and the US launches litigation, Canada,
Canadian provinces and Canadian lumber producers could face a costly dispute where the
US alleges subsidy and dumping of Canadian lumber products. Canada has the ability to
appeal US decisions through NAFTA and WTO dispute settlement processes. The BC
government is supporting Canada’s efforts to negotiate with the US, preparing its defense
for any new litigation, and continuing to develop other markets for BC forest products.

Federal Government Contributions

Potential policy changes regarding federal government allocations, including health and
social transfers and cost-sharing agreements, could affect the revenue forecast.

Crown Corporations

Crown corporations have provided their own forecasts. These forecasts, as well as their
statements of assumptions, were used to prepare the fiscal plan. The boards of those
corporations and agencies have also included these forecasts, along with further details
on assumptions and risks, in the service plans being released with the budget.
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SUCH Sector

Health authorities have submitted balanced financial plans for 2016/17 to 2018/19
based on policy assumptions provided by the Ministry of Health. These plans have been
signed off by the board chairs of the respective health authorities. The Ministry of Health
will continue to work with the health authorities to manage any emerging revenue and
spending risks and spending pressures.

Forecasts for the universities, colleges, and institutions have been signed off by chairs of
the board or audit committee and lead financial officers.

Forecasts for the combined school districts have been compiled by the Ministry of
Education based on the requirements of the School Act, the current year plans developed
by the school districts, and ministry policy assumptions respecting future funding
allocations. Variances from these assumptions could impact the fiscal plan.

Spending

Government funds a number of demand-driven programs, including those delivered
through third party delivery agencies, such as health care, K-12 and post-secondary
education, income assistance, and community social services. The budgets for these
programs reflect reasonable estimates of demand and other factors such as price inflation.
If demand is higher than estimated, this will result in a spending pressure to be managed.

The spending plans for the Ministry of Forests, Lands and Natural Resource Operations
and the Ministry of Transportation include base amounts to fight wildfires and deal with
other emergencies such as floods. Unanticipated or unpredictable occurrences may affect
expenses in these ministries.

Details on major assumptions and sensitivities resulting from changes to those
assumptions are shown in Appendix Table A7 and in ministry service plans.

Contingencies Vote

The Contingencies vote is a prudent budgeting measure that protects the fiscal plan from
unforeseen and unbudgeted costs that may arise as well as pressures for costs that are
currently budgeted based on estimates whose final values are impacted by external events
or prices.

Budger 2016 includes a Contingencies vote allocation of $450 million in 2016/17, and
$400 million in each of 2017/18 and 2018/19, respectively, to help manage unexpected
costs and pressures and to fund priority initiatives.

Treaty Negotiations and the New Relationship

BC continues to negotiate treaties and incremental treaty agreements with a number

of First Nations. While implementation and settlement costs associated with existing
Final Agreements have been accounted for in the fiscal plan, the outcomes of other treaty
negotiations and their ratification process would need to be managed within the fiscal

plan.
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Government is also committed to negotiating new revenue-sharing agreements and
other reconciliation agreements with First Nations to streamline consultation on natural
resource decisions, provide increased certainty for investors, and provide new economic
opportunities to First Nations communities. Where agreements have been concluded,
the costs of those agreements have been accounted for in the fiscal plan. Any future
agreements will need to be accommodated within the fiscal plan.

The Province is also involved in litigation with First Nations relating to aboriginal rights.
Settlement of these issues, either in or out of court, may result in additional costs to
government.

Capital Risks

The capital spending forecasts included in the fiscal plan may be affected by subsequent
planning (i.e. design development) and procurement activities (i.e. receipt/review of
construction bids) resulting in project costs that are higher than the initial approved
budgets. For large capital projects, government will review the budget and scope risks,
and the strategies to mitigate these risks.

Other risks impacting capital spending forecasts include:

* weather and geotechnical conditions, including the outcome of environmental impact
studies, causing project delays and/or unexpected costs;

* changes in market conditions, including service demand, the impact of inflation on
building material costs, the availability of and wage rates for skilled workers, and
borrowing costs;

* the accuracy of capital project budget and construction schedule forecasts;

* the successful negotiation/timing of cost-sharing agreements with the federal
government and other funding partners; and

* the timing and outcomes of public-private sector partnership negotiations.
Pending Litigation

The spending plan for the Ministry of Justice contains provisions for payments under the
Crown Proceeding Act based on estimates of expected claims, judgments, and related costs
of settlements likely to be incurred. Litigation developments may occur that are beyond
the assumptions used in the plan (for example, higher-than-expected volumes, or size of
claim amounts and timing of judgments and settlements). These developments may affect
government revenues and/or expenditures in other ministries.

On January 14, 2016 the Supreme Court of Canada (SCC) announced it will hear an
appeal of the BC Court of Appeal judgment from 2015 that was in favour of the Province
over the BC Teachers’ Federation (BCTF). The SCC has tentatively set the hearing for
November 2016. Potential cost implications stemming from the hearing will not be
known until the SCC makes a final ruling on the BCTF’s appeal and whether further

bargaining is required in accordance with the current collective agreement.
Write-downs and Other Adjustments

Ministry budgets provide for anticipated levels of asset or loan write-downs where
estimates can be reasonably predicted. The overall spending forecast does not make
allowance for extraordinary items other than the amount provided in the Contingencies
vote.
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Prudence and Risk

The economic, financial and external variables and factors that impact the estimates of
revenues, expenditures, capital spending and debt will change throughout the year as
new information becomes available with potentially material impacts. As a result, the
actual operating surplus, capital expenditure and debt figures may differ from the current
forecast. Government will continue to update the fiscal plan throughout the year in its
first, second and third Quarterly Reporis.

Government incorporates four main levels of prudence to help mitigate risks to the
budget plan projections:

* 'The Ministry of Finance’s economic outlook is lower than the average of the forecasts
provided by the members of the Economic Forecast Council (EFC). The Budger 2016
plan assumes real GDP growth of 2.4 per cent in 2015 and 2016 and 2.3 per cent
over the medium term. This is lower than the EFC average by 0.2 percentage points
in 2015, 0.3 percentage points in 2016 and 2017 and 0.1 percentage point over the
medium term. The prudent outlook compared to the private sector acknowledges the
downside risks to the economic forecast over the forecast horizon.

* 'The Budger 2016 natural gas price forecast is lower than the private sector average over
the next three years reflecting the recommendation of Dr. Tim O’Neill to adopt more
caution in preparing the natural gas royalty forecast. Over the next three years, the
Budget 2016 natural gas price projections average 39 cents lower than the average of
the private sector forecasters (see Table A6 for details).

* Budger 2016 includes forecast allowances of $250 million in 2015/16, rising to
$350 million in each of the next three years. The forecast allowance helps guard
against unanticipated revenue volatility and statutory spending such as additional
costs to fight wildfires, to deal with other emergencies such as floods and for litigation
developments under the Crown Proceeding Act.

* 'The Budget 2016 expense forecast also includes a Contingencies vote allocation of
$350 million in 2015/16, $450 million in 2016/17 and $400 million in each of the
next two years. The Contingencies vote is a prudent measure to help protect the plan
from unforeseen and unbudgeted costs that may arise and to fund priority initiatives.

In its deliberations throughout the year, Cabinet and Treasury Board consider the
impacts of its decisions on debt affordability and the levels of prudence and the operating
surplus. The Minister of Finance meets with the EFC annually to discuss issues facing
the global economy and BC’s economic outlook including areas of concern, risks and
opportunities for the BC economy. The Minister of Finance consults with staff and
colleagues on the various levels of prudence incorporated in the fiscal plan, tax policy
initiatives for consideration and the potential risks that could arise over the next three
years. Since the risks could be ongoing or one-time in nature and could impact both
revenues and expenditures, consideration is given to both the forecast allowance and
Contingencies vote allocations. However, since a number of these risks are not readily
quantifiable, there is no specific formulaic approach in the determination of the forecast
allowance and Contingencies vote allocations. Following advice provided by staff and
colleagues, the Minister of Finance determines the levels of additional prudence to
incorporate in the Forecast Allowance and Contingencies vote; the type of tax policy
measures to implement; and a credible level of operating surplus underlying the budget
and fiscal plan. The determination of the level of any of these is not done in isolation as
all of the above elements must be considered in the fiscal plan projections. A discussion of
fiscal risks is included in this section of the budget document and risks to the economic
outlook are summarized on page 74. See Part 2: Tax Measures for a discussion on tax
policy initiatives in Budger 2016.
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BC Prosperity Fund

BC Prosperity Fund to benefit future

generations

The Government of British Columbia has
introduced three consecutive balanced
budgets, and Budger 2016 presents a fiscal plan
forecasting three further consecutive balanced
budgets. Government’s track record of fiscal
discipline has been consistently noted by credit
rating agencies. Supported by consistent and
stable economic growth, the government’s fiscal
management is reducing direct operating debt
accumulated by past deficits. This approach

is reducing the government’s need to borrow
and the cost of managing taxpayer-supported
debt, freeing approximately $500 million over
three years. Continued discipline in reducing
operating debt will increasingly make available
taxpayer spending for key priorities that would
otherwise have gone to pay interest on debt.

Some of the money that derives from this fiscal
discipline has been allocated in Budger 2016
to support, enhance and expand programs and
services for BC taxpayers, reflecting a dividend
from fiscal discipline for those who rely on
these services. In addition, an opportunity
exists to consider what investments could
benefit British Columbians over the long
term. Many commodity-based economies
have established long-term funds to preserve
some of the wealth generated by strong
economies — countries like Norway, Chile

and Australia, and sub-national jurisdictions
such as Alberta and Alaska. Accordingly, the
BC government will apply a portion of this
dividend to undertake a commitment made
with the first of the series of balanced budgets
in 2013/14.

Budger 2016 will establish the BC Prosperity

Fund, with an inaugural commitment of

$100 million from the forecast 2015/16
surplus. The BC Prosperity Fund will be a
long-term legacy intended to:

* help eliminate the Province’s debt over time;

* make investments in health care, education,
transportation, family supports and other

priorities that provide future benefits to
British Columbia; and

* preserve a share of today’s prosperity for
future generations.

The BC Prosperity Fund will be established

in legislation as a Special Fund that will be
included as part of the government’s bottom
line. Each year, government will allocate an
amount of the available final surplus and
deposit it in the fund, with the balance of the
surplus available to reduce future borrowing
requirements and retire debt. Assets will remain
in the fund to earn investment income to be
available for priorities in future years.

Government has identified its lead priority
for the BC Prosperity Fund as taxpayer-
supported debt, followed by retiring debt of
other entities in accordance with government’s
strategic direction. Government will allocate a
minimum of 50 per cent of cash flowing into
the fund to debt retirement, and a minimum
of 25 per cent will be saved to accumulate
earnings. The remainder will be available for
core government priorities in the future.

While this inaugural $100 million investment
is modest, government may increase this
amount when the final 2015/16 surplus

is known. In addition, future government
surpluses, which will include LNG revenues,
will help grow the fund over time.
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Liquefied Natural Gas — Update

Long Term Outlook for LNG

According to the most recent International
Energy Agency forecast, global natural gas use
continues its upward trend and is expected to
be the fastest growing fossil fuel over the next
25 years. By 2040 it is anticipated that the
consumption of gas will be on parity with oil
and coal in the global energy mix.

China and the Middle East are expected to

be the main centres of gas demand growth.
With that, the global trade in natural gas is set
to continue expanding, and it is anticipated that
LNG will increase more rapidly than pipeline
gas. As outlined in Chart 1, between 2014

and 2030 the demand for LNG is forecast to
double. As older LNG facilities around the
world wind down production, the gap between
global LNG demand and the available or
anticipated supply is expected to grow.

Chart 1 Global LNG supply-demand gap
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With its close proximity to Asia, LNG facilities
in British Columbia would be well positioned
to help meet this growing demand.

Activity Update

Despite market conditions declining
throughout 2015, oil and gas companies

from around the world continue to pursue
LNG investment opportunities in British
Columbia. Eighteen companies/partnerships
have now been approved by the Canadian
National Energy Board for export licenses
(January 2016). Four LNG export facilities
have been granted provincial environmental
assessment (EA) certificates, while another four

are at various stages of the EA process. Also,
four of the natural gas pipelines proposed to
support LNG facilities have been granted EA

certificates.

Over 40 First Nations are affected by LNG
projects in British Columbia. To date the
Province and proponents have negotiated over
105 agreements with First Nations.

The Province is continuing its consultations
with First Nations, local and Federal
governments as each of them have an
important role in the province’s LNG future.

Liquefied Natural Gas Income Tax

In Budger 2014, the Province committed

to develop and implement all elements of a
competitive tax and policy environment to
assist with LNG development in the Province
and to introduce an income tax applicable to

the LNG industry in the fall of 2014.

As reported in Budger 2015, the Liquefied
Natural Gas Income Tax Act that set out the

key components of the LNG Income Tax
received Royal Assent on November 27, 2014.
The legislation also included an amendment to
the Income Tax Act to introduce a Natural Gas
Tax Credit for LNG income tax taxpayers with
a permanent establishment in British Columbia.
The amount of the credit is based on the cost
under the Liguefied Natural Gas Income Tax Act
of natural gas at an LNG facility inlet.

The Province completed its commitment
when the Liquefied Natural Gas Income Tax
Amendment Act, 2015, that sets out the
administration and enforcement elements of
the LNG income tax, received Royal Assent
on May 14, 2015 and when regulations
supporting the legislation were subsequently

deposited.

Project Development Agreements

LNG is a capital intensive industry that
requires substantial investment. LNG
proponents have asked for assurance that the
Province will not increase industry-specific
taxes or regulatory requirements once the
LNG facility has been constructed and the

substantial investment made.
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On July 21, 2015, the Liquefied Natural Gas
Project Agreements Act received Royal Assent.
The Act gives the Minister of Finance authority

to enter into project development agreements
with the LNG industry.

Project development agreements provide
financial security to industry from changes to
three industry-specific taxes and changes to
industry-specific greenhouse gas requirements.

If government makes changes to any of these
very specific taxes or regulatory requirements
and if those changes are material, the Province
may be required to provide compensation under
the project development agreements.

The specific types of changes that could trigger
compensation are:

* Changes to the LNG income tax;

* Changes to the natural gas tax credit (which is
only available to LNG income tax taxpayers);

* Changes to the carbon tax that apply
exclusively to liquefaction activities; and

* Changes to the Greenhouse Gas Industrial
Reporting and Control Act and its regulations
that apply to liquefaction activities or to the
LNG Incentive Program (a program that
encourages LNG facilities to lower emissions).

As of Budget 2016, the Province has signed a
project development agreement with Pacific

NorthWest LNG.

Greenhouse Gas Emissions

B.C.’s new Greenhouse Gas Industrial

Reporting and Control Act came into force on
January 1, 2016, ensuring LNG facilities in BC
will have an emissions cap making them the
cleanest in the world. The new act combines
several pieces of existing greenhouse gas
legislation into a single legislative framework.

It includes the ability to set a greenhouse gas
emissions intensity benchmark for regulated
industries, including LNG facilities and enables
the benchmark to be met through flexible
options, such as purchasing offsets or paying a
set price per tonne of greenhouse gas emissions

that would be dedicated to a technology fund.

To manage cost implications of
greenhouse gas compliance and address
competitiveness of the BC LNG industry,
the BC Government has created an

LNG Environmental Incentive Program.
By incenting investment in advanced
technology and rewarding achievement of
world-leading performance, the program
will help ensure the development of

the cleanest LNG facilities in the world
consistent with government’s commitment.

LNG Environmental Stewardship
Initiative

The LNG Environmental Stewardship
Initiative was launched in 2014 as a
response to First Nations seeking a
government commitment to more
collaborative ways of dealing with
environmental concerns related to LNG
and resource development in traditional
territories. The LNG Environmental
Stewardship Initiative has made positive
progress since its launch with about 30 First
Nations engaged in Regional Stewardship
Forums that have been established in the
Skeena, Omineca, Northeast and North
Coast to carry out stewardship projects
aimed at creating positive environmental
legacies from the development of a safe and
sustainable LNG industry. The initiative
complements the existing regulatory process
and advances the collaborative relationship
between First Nations, governments

and industry on key environmental
management topics.

Environmental Assessment

The Province has high expectations that
industrial projects must be responsibly
developed and safely operated in this
province while ensuring the Province
meets its constitutional obligations to
First Nations. This is addressed within

the BC Environmental Assessment and
permitting processes. To date provincial
environmental assessment certificates
have been issued for eight LNG projects —
four export facilities and four natural gas
pipelines — with others under review. This is
a clear sign of progress in this emerging
industry for British Columbia.
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Direct Operating Debt

Introduction

Government prepares its fiscal plan based
on financial projections of the government
reporting entity, the composition of which
is prescribed by accounting policies. If you
break down the fiscal plan by organizational
component, it is the sum of the projected
operating results of core government, the
adjusted net income of taxpayer-supported
government organizations and the retained
earnings of commercial Crown corporations.

Core government is comprised of the ministries
and special offices whose operations are
financed from the consolidated revenue fund
(CREF). Core government counts as income

the dividends paid by commercial Crown
corporations into the CRE.

For debt management purposes, government
classifies its debt into two main categories:
taxpayer-supported and self-supported.
Taxpayer-supported debt is debt owed by or
borrowed on behalf of core government and
government organizations, such as school
districts and health authorities, which are
dependent on government funding for some or
all of their revenues. Self-supported debt is debt
owed by or borrowed on behalf of government
enterprises, such as BC Hydro, whose revenues
come from their commercial operations.

The origins of direct operating debt

A portion of taxpayer-supported debt, unique
to core government, is direct operating debt.
Most taxpayer-supported debt is borrowed to
finance the construction of schools, hospitals,
bridges, roads and other infrastructure for
future use; direct operating debt was borrowed
to finance the past day to day operations of
core government.

The level of direct operating debt in any
year mainly is equivalent to the accumulated

past operating results of core government
(see Chart 1). Each annual loss adds to debt;

Chart 1 Direct operating debt vs accumulated
operating losses '

$ billions

16 15.2

Direct Operating Debt
12 \

Accumulated
Core Government
Operating Losses

2 27
0.2

80/81 90/91 00/01 03/04 08/09 13/14 18/19

" Excluding capital funding transfers to government organizations

balancing the budget and keeping spending

below available revenue reduces debt.

Other factors can impact direct operating debt,
such as borrowing to finance a student loan
program or a property tax deferral program.
While not directly the result of ongoing
ministry operations, these are core government
policy initiatives. Capital funding transfers

are excluded from the calculations in Chart 1
as they are a form of infrastructure debt and
not part of the day to day operations of core
government.

Once it resumed balancing the budget,
government stopped borrowing for operations,
and its goal is to eliminate the direct operating
debt as soon as practicable.

The benefits of eliminating direct operating
debt

As is demonstrated in Chart 1, continuous
operating losses in the past created a mountain
of debt that carried significant costs. At its peak
of $15.2 billion in 2003/04, direct operating
debt cost core government $859 million in
debt servicing costs, or 3.4 per cent of core
government spending for the year (see Chart 2).
By 2008/09, direct operating debt had been
reduced by almost two thirds, and debt
servicing costs of $394 million represented only
1.3 per cent of core government spending.
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Chart 2 Fiscal benefits of eliminating the direct

operating debt
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More importantly, the reduction in direct
operating debt enabled government to redirect
almost half a billion dollars annually from
servicing the direct operating debt towards
financing the health care, education and social
support services that British Columbians
depend upon. While the economic downturn
in late 2008 and subsequent slow economic
recovery resulted in a period of direct operating
debt increases, by 2013/14 core government
eliminated its operating losses and resumed
paying down direct operating debt.

Return to balanced

135

8119

By 2018/19, direct operating debt is projected
to be at its lowest level since 1984/85.

The cost of servicing this debt is projected

to drop to $135 million, or 0.3 per cent of
core government operating expenses — an
annual reduction of $724 million compared to
2003/04. This reduction is a financial resource
which government has redirected towards
financing core services.

Summary

Balancing the budget, keeping expenses at or
below available revenues, does not constrain
program spending. Rather, balancing the
budget enables the elimination of direct
operating debt and frees core government to
direct its resources towards the core services of
health care, education and social supports.

Opver the sixteen year period from 2003/04 to
2018/19 (inclusive), government has or will
have redirected $4.7 billion in revenue from
servicing the direct operating debt towards
funding core services. It is the accumulation of
direct operating debt that constrains program
spending through ever increasing debt servicing
costs.
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Increasing Income Assistance Rates for Persons With Disabilities

Supporting Those in Need

British Columbia continues to make progress
on Accessibility 2024, the Province’s 10-year
plan to make BC the most progressive place
for persons with disabilities in Canada.

During the development of Accessibility 2024,
British Columbians with disabilities, their
families, and members of the public, identified
increases in disability assistance as a priority.

Sharing In the Benefit of a Strong Economy

British Columbia’s record of fiscal prudence
and discipline affords the opportunity to
further support those in need. Budger 2016
advances government’s commitment in
Accessibility 2024 by providing $170 million
over the next three years to increase persons
with disabilities’ income assistance rates.

Effective September 1, 2016, the rate for
individuals receiving disability assistance will

increase by $77 to $983 from $9006.
Improving Equity and Choice

There are approximately 100,000 British
Columbians with a disability assistance
designation. Of those, some receive a
subsidized bus pass of about $52 a month,
while others receive a special transportation
subsidy. Almost half do not receive any form
of transportation assistance.

To ensure people on disability assistance
are getting the supports they need in a fair
and equitable way, the Ministry of Social

Development and Social Innovation is
changing how it administers transportation
assistance.

Beginning September 1, 2016, people with a
disability assistance designation on assistance
will all receive the $77 monthly rate increase.
From this, they can choose how they want
to spend their money on transportation,
including the option to keep or purchase a
bus pass from the ministry at the existing
subsidized rate of $52 a month.

Building on Recent Accomplishments

The Budget 2016 increase in disability
income assistance rates builds on other
recent accomplishments that improve
financial security and make progress on the
Accessibility 2024 goal of an assistance system
that recognizes the unique circumstances

of persons with disabilities. Key highlights
include:

* Becoming the first province to ensure people
receiving disability assistance will be able to
calculate their earnings on an annual basis
instead of monthly. Annualized Earnings
Exemptions for individuals increased to
$9,600 per year from $500 per month.

* Becoming the first province to fully exempt
child-support payments for families receiving
disability income assistance.

* Increasing asset levels for individuals to

$100,000 from $5,000.

* Permitting families, friends and communities
to provide gifts without impacting income
assistance amounts.
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Part 2: TAX MEASURES

Table 2.1 Summary of Tax Measures

Effective Date

Taxpayer Impacts

2016/17 2017/18

Income Tax Act

* Enhance BC tax reduction credit ..............cooiiiiiiiiii i January 1, 2016
* Introduce farmers' food donation tax credit .............cociiiiiiii February 17, 2016
« Expand BC seniors' home renovation tax credit to

persons With diSabilities ..........ccooiiiiiiiiii e, February 17, 2016
« Extend BC mining flow-through share tax credit ..., January 1, 2016
» Extend mining exploration tax credit .............cccooviiiieiiiiiee e January 1, 2017
» Parallel federal changes to taxation of trusts and estates ...........cccccceevcvienennns January 1, 2016
 Clarify regional and distant location tax credits for animation productions ...... June 27, 2015

Medicare Protection Act
Medical Services Plan Premiums and Premium Assistance

* Increase Medical Services Plan premiums .........c.cccoooiieiiieeinieeniie e January 1, 2017
« Structural changes to Medical Services Plan premiums ...........ccccceevieenninenn. January 1, 2017
* Enhance premium assistance ............ccooiiiiiiiiiiiii January 1, 2017

Small Business Venture Capital Act
* Increase equity tax creditbudget ... Regulation

Provincial Sales Tax Act
« Expand exemption for qualifying farmers to include telescopic handlers,

skid steers and polycarbonate greenhouse panels ...............cc.coeviiiiiienns February 17, 2016
Carbon Tax Act and Motor Fuel Tax Act
* Provide exemptions from security in certain circumstances .............ccccccoeiien. March 1, 2016

Property Transfer Tax Act
* Introduce exemption for newly constructed homes up to

$750,000 iN VAIUE .. .onneeeee e February 17, 2016
* Increase the property transfer tax to 3 per cent from 2 per cent on the
portion of fair market value in excess of $2 million ..............ccooeiiiiiiiiinnennn. February 17, 2016
» Collect data on citizenship and bare trusts ...........cccccceeeviiie e, Regulation
Home Owner Grant Act
* Increase threshold for home owner grant phase-out ...................oooienn. 2016 tax year
Tourist Accommodation (Assessment Relief) Act
* Increase assessment relief in rural areas ...........ccocceveeivciie e, 2017 tax year
School Act
« Set provincial residential school property tax rates ..........c.ccccoveeiiiiiiieiines 2016 tax year
« Set provincial non-residential school property tax rates ...........ccccoeviieinnnen. 2016 tax year
Taxation (Rural Area) Act
« Set provincial rural area property tax rates .........ccccceveiiiiiniiii e 2016 tax year
I < | PSR PRP

(% millions)
2) 2)
(1) (1)
(1 (1)
4) (1)
(10) (41)
8 8
25 101
12 46
(18) (70)
5) ®)
(1 (1)
(75) (75)
75 75
(12) (12)
* 1
(9) 20

*

Denotes measures that have no material impact on taxpayers.
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Tax Measures — Supplementary Information

For more details on tax changes see:

www.gov. be.calbudgettaxchanges
Income Tax Act

BC Tax Reduction Credit Enhanced

Effective for the 2016 tax year, the BC tax reduction credit phase-out threshold is
increased to $19,400 from $19,000. The credit phase-out rate is also increased to
3.56 per cent from 3.5 per cent.

The enhancement increases the amount of income an individual can earn before they
start paying provincial income tax, benefiting about 500,000 taxpayers.

Farmers’ Food Donation Tax Credit Introduced

Effective February 17, 2016, a new non-refundable farmers’ food donation tax credit is
introduced. The tax credit is available to individuals and corporations that carry on the
business of farming and donate a qualifying agricultural product to a registered charity
that provides food to those in need or helps to operate a school meal program.

The credit is worth 25 per cent of the fair market value of the qualifying agricultural
product and must be claimed in the same year that a charitable donation tax credit or
deduction is claimed for the donation. The credit is available for the 2016, 2017 and
2018 tax years, after which the credit will be reviewed.

BC Seniors’ Home Renovation Tax Credit Expanded to Persons with Disabilities

Effective for the 2016 tax year, the BC seniors’ home renovation tax credit is expanded
to persons with disabilities who are eligible to claim the federal disability tax credit.

The expanded credit will be available in respect of eligible expenditures made on or after
February 17, 2016. The refundable personal income tax credit assists with the cost of
certain permanent home renovations to improve accessibility or to help an individual be
more functional or mobile at home.

BC Mining Flow-Through Share Tax Credit Extended

As announced on January 25, 2016, the BC mining flow-through share tax credit is
extended to the end of 2016.

Mining Exploration Tax Credit Extended

As announced on January 25, 2016, the mining exploration tax credit is extended for an
additional three years to the end of 2019. The credit is available to both individuals and
corporations that undertake mining exploration in the province. The credit is calculated as
20 per cent of eligible BC mining exploration expenditures, or 30 per cent if exploration
is in the mountain-pine-beetle-affected area.
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Federal Changes to Taxation of Trusts and Estates Paralleled

The recent federal changes to the taxation of trusts and estates are paralleled. Effective
for tax years ending after December 31, 2015, graduated personal income tax rates will
only apply to trusts that are “graduated rate estates” or “qualified disability trusts,” as
announced in the federal 2014 budget. The top marginal personal income tax rate of
14.7 per cent will apply to all other trusts and estates in BC.

These changes effectively maintain graduated rate taxation for eligible estates for the first
36 months after an individual’s death. They also maintain graduated rate taxation for
testamentary trusts that are for the benefit of individuals who are eligible for the federal
disability tax credit.

This will improve tax fairness by reducing tax planning opportunities arising from
beneficiaries effectively accessing more than one set of graduated rates.

Regional and Distant Location Tax Credits for Animation Productions Clarified

As announced on June 26, 2015, the regional and distant location tax credits for
animation productions are clarified to ensure the credits are based on the amount of
eligible labour expenditures incurred in the regional or distant location areas. The change
applies to both the production services tax credit and the Film Incentive BC tax credit for
animation productions where principal photography begins after June 26, 2015.

Medicare Protection Act
Medical Services Plan Premiums and Premium Assistance

Effective January 1, 2017, Medical Services Plan (MSP) premiums are increased by about
4 per cent to help fund health care for British Columbians. Maximum premium rates will
increase by $3 per month per adult.

Two changes will also be made to the MSP premium rate structure effective
January 1, 2017.

First, the calculation of MSP premiums will no longer include children. This change will
ensure all children are treated the same, regardless of family composition. The measure
will provide a significant benefit to single parent families, who will pay up to $72 per
month less than they pay in 2016. This change will benefit about 70,000 single parent
families.

Second, the MSP premium rate paid by couples will be set at twice the MSP premium
rate paid by single adults. This change will ensure adults pay the same maximum
premium rate, regardless of family composition. Currently, couples pay less than twice
the amount paid by single adults. This change will result in a $14 per month increase in
premiums for about 530,000 couples, in addition to the 4 per cent increase.

Additionally, effective January 1, 2017, MSP premium assistance is enhanced. The income
threshold up to which a household receives full premium assistance is increased by
$2,000.
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Table 2.2 Impact of Medical Services Plan Premium Changes
(For premium and premium assistance changes effective January 1, 2017)

Monthly Monthly Monthly Annual
Premiums in Premiums in (Decrease) (Decrease)
Annual Household Net Income 2016 2017 Increase Increase
$
Single Adult
Upto $22,000 .......covvneiiieieeinn, 0.00 0.00 0.00 0.00
$22,001 t0 $24,000 ........cevvniiennannn. 12.80 0.00 (12.80) (153.60)
$24,001 t0 $26,000 ........ccvvnevennannns 25.60 12.00 (13.60) (163.20)
$26,001 t0 $28,000 .......ccevvnererinnnns 38.40 24.00 (14.40) (172.80)
$28,001 to $30,000 ........cevvniivnnannn. 51.20 36.00 (15.20) (182.40)
$30,001 to $34,000 ........cevvivennannns 75.00 48.00 (27.00) (324.00)
$34,001 t0 $38,000 ......ceevvvneriiinnnns 75.00 58.00 (17.00) (204.00)
$38,001 to $42,000 ........ccvvvvvvnnnnnn. 75.00 68.00 (7.00) (84.00)
Over $42,000 .......ccoeveneiiieiiaeennnes 75.00 78.00 3.00 36.00
Couple
Up t0 $25,000 ......oovvvneiiiiiieeiine, 0.00 0.00 0.00 0.00
$25,001 to $27,000 ........cevviiennaannn. 23.20 0.00 (23.20) (278.40)
$27,001 10 $29,000 ......ccevvvneriiinnnns 46.40 24.00 (22.40) (268.80)
$29,001 t0 $31,000 ........ccevvvivennannns 69.60 48.00 (21.60) (259.20)
$31,001 t0 $33,000 .......evvvniiinnennns 92.80 72.00 (20.80) (249.60)
$33,001 t0 $37,000 .......cevvneiinaannns 136.00 96.00 (40.00) (480.00)
$37,001 t0 $41,000 .....nevvvvineereiinnnns 136.00 116.00 (20.00) (240.00)
$41,001 to $45,000 ........ccvvvevennnnns 136.00 136.00 0.00 0.00
Over $45,000 .......ccvevvneiiieiiaeennnes 136.00 156.00 20.00 240.00
Senior Couple
Upto $31,000 .....oeovvveiiiiieein, 0.00 0.00 0.00 0.00
$31,001 t0 $33,000 .......eevvniiinannns 23.20 0.00 (23.20) (278.40)
$33,001 t0 $35,000 ......cevvvvneiiiinnnns 46.40 24.00 (22.40) (268.80)
$35,001 t0 $37,000 ........ccvvvevennnnnn. 69.60 48.00 (21.60) (259.20)
$37,001 t0 $39,000 .......evvvniienannns 92.80 72.00 (20.80) (249.60)
$39,001 to $43,000 .......eevvniiinnannns 136.00 96.00 (40.00) (480.00)
$43,001 t0 $47,000 .....ovvvvineeiiiinnnns 136.00 116.00 (20.00) (240.00)
$47,001 t0 $51,000 .......ccovvvvvnnnannns 136.00 136.00 0.00 0.00
Over $51,000 ......cooveiieiiieiieeeannes 136.00 156.00 20.00 240.00
Single Parent — Two Children *
Up to $28,000 .............. 0.00 0.00 0.00 0.00
$28,001 to $30,000 25.60 0.00 (25.60) (307.20)
$30,001 to $32,000 51.20 12.00 (39.20) (470.40)
$32,001 t0 $34,000 ........ccvvvevnnnnnnns 76.80 24.00 (52.80) (633.60)
$34,001 to $36,000 ........cceveiennannn. 102.40 36.00 (66.40) (796.80)
$36,001 to $40,000 ........ccvvvevennaannns 150.00 48.00 (102.00) (1,224.00)
$40,001 to $44,000 .......ccevvneerernnnnns 150.00 58.00 (92.00) (1,104.00)
$44,001 to $48,000 .........covvevvnnnnnn. 150.00 68.00 (82.00) (984.00)
Over $48,000 ........cooevvneiieaiiaeennnes 150.00 78.00 (72.00) (864.00)
Couple — Two Children *
Upto $31,000 ....covovvviiiiiiieeiin, 0.00 0.00 0.00 0.00
$31,001 to $33,000 25.60 0.00 (25.60) (307.20)
$33,001 to $35,000 51.20 24.00 (27.20) (326.40)
$35,001 to $37,000 76.80 48.00 (28.80) (345.60)
$37,001 t0 $39,000 .......ccevvniiennennns 102.40 72.00 (30.40) (364.80)
$39,001 to $43,000 .......cevvneiennaannns 150.00 96.00 (54.00) (648.00)
$43,001 t0 $47,000 .....oevvvineeriiinnnns 150.00 116.00 (34.00) (408.00)
$47,001t0 $51,000 .......ccovvnivnnnannns 150.00 136.00 (14.00) (168.00)
Over $51,000 ......ooeveiiiiiiieiiieeanees 150.00 156.00 6.00 72.00

* Income thresholds may vary for families who claim child care expenses on their tax returns.
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Partial premium assistance is enhanced for all households paying partial premiums and
the income threshold at which a household starts to pay full premiums is increased by
$12,000.

Combined, the above changes will mean MSP premiums are reduced for 335,000
British Columbians and an additional 45,000 people will no longer pay premiums at all.
A single adult receiving premium assistance will see their premiums reduced by up to
$27 per month compared to 2016 rates, while a couple with two children will see their
premiums reduced by up to $54 per month.

Small Business Venture Capital Act
Equity Tax Credit Budget Increased

Beginning in 2016, the budget for the small business venture capital tax credit is
increased by $5 million, $3 million of which will be for direct investments in eligible new
corporations. This allows for up to $16.7 million annually in additional equity financing
for qualifying corporations.

Provincial Sales Tax Act

Exemption for Qualifying Farmers Expanded to Include Telescopic Handlers,
Skid Steers and Polycarbonate Greenhouse Panels

Effective February 17, 2016, telescopic handlers, skid steers and polycarbonate
greenhouse panels obtained by qualifying farmers for use solely for a farm purpose are
exempt from provincial sales tax. To qualify for this exemption, polycarbonate greenhouse
panels must be purchased in a minimum quantity of 500 square metres.

Carbon Tax Act and Motor Fuel Tax Act
Exemptions from Security in Certain Circumstances Provided

Effective March 1, 2016, the following exemptions from security are provided with
respect to both carbon tax and motor fuel tax to replace a refund of security in the
following circumstances.

A collector is exempt from the requirement to pay security to the government on the sale
of fuel in BC if the fuel is sold to a person who is exempt from the requirement to pay
security in respect of that fuel.

A deputy collector is exempt from the requirement to pay security on fuel bought in BC
if the fuel is to be sold outside of BC by the deputy collector and the fuel is to be removed
from BC:

* by the person who sold the fuel to the deputy collector;
* by a person acting on behalf of the person who sold the fuel to the deputy collector;

* by a common carrier, if the contract with the common carrier for the removal of the
fuel has been entered into at the time the deputy collector buys the fuel; or

* in prescribed circumstances.
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Property Transfer Tax Act
Exemption for Newly Constructed Homes up to $750,000 in Value Introduced

Effective February 17, 2016, an exemption from property transfer tax for newly
constructed homes used as a principal residence is introduced. The buyer does not have
to be a first-time owner of residential property. The full exemption is available for homes
with a fair market value up to $750,000, with a partial exemption available for homes up
to $800,000.

Property Transfer Tax Increased to 3 Per Cent from 2 Per Cent on the Portion of
Fair Market Value in Excess of $2 Million

Effective February 17, 2016, the property transfer tax rate is increased to 3 per cent from
2 per cent on the portion of a property’s fair market value above $2 million. Rates of

1 per cent on the first $200,000 of a property’s fair market value and 2 per cent on the
fair market value between $200,000 and $2 million will continue to apply.

Data on Citizenship and Bare Trusts Collected

The Property Transfer Tax Act is amended to require disclosure of citizenship, on
registration of a taxable transaction, by individuals who are not Canadian citizens or
permanent residents of Canada. Corporations will also be required to disclose, on
registration of a taxable transaction, the citizenship of any director who is not a Canadian
citizen or permanent resident of Canada. The amendments will also require the disclosure
of the names, addresses, and citizenship information of settlors and beneficiaries of bare
trusts. The new disclosure requirements will come into effect in spring 2016.

Home Owner Grant Act
Threshold for Home Owner Grant Phase-Out Increased

As announced on January 5, 2016, the threshold for the phase-out of the home owner
grant is increased to $1,200,000 from $1,100,000 for the 2016 tax year. For properties
valued above the threshold, the grant is reduced by $5 for every $1,000 of assessed value
in excess of the threshold.

Tourist Accommodation (Assessment Relief) Act
Assessment Relief in Rural Areas Increased
Effective for the 2017 tax year, the reduction in assessed value for eligible short-term
accommodation property located outside municipalities is increased. The maximum

reduction in assessed value is increased to $500,000 from $150,000 and the assessed value
at which the phase-out of the benefit begins is increased to $4 million from $2 million.
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School Act

Provincial Residential School Property Tax Rates Set

The longstanding rate-setting policy is that average residential school property taxes,
before application of the home owner grant, increase by the previous year’s provincial
inflation rate. This rate-setting policy has been in place since 2003 and will continue in
2016. The rates will be set when revised assessment roll data are available in the spring.

Provincial Non-Residential School Property Tax Rates Set

A single province-wide school tax rate is set for each of the non-residential property
classes. Consistent with longstanding policy, the rates for 2016, except the rate for the
industrial property classes, will be set so that non-residential school tax revenue will
increase by inflation plus new construction. This rate-setting policy has been in place since
2005. The rates will be set when revised assessment roll data are available in the spring.

The major industry class tax rate and the light industry class tax rate will be set at
the same rate as the business class tax rate, consistent with the policy announced in

Budget 2008.

Taxation (Rural Area) Act

Provincial Rural Area Property Tax Rates Set

A single rural area residential property tax rate applies province-wide. The longstanding
rate-setting policy that average residential rural property taxes increase by the previous
year’s provincial inflation rate will continue for 2016.

Consistent with longstanding policy, non-residential rural area property tax rates will be
set so that total non-residential rural area tax revenue will increase by inflation plus new
construction. The rates will be set when revised assessment roll data are available in the

spring.
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Carbon Tax Report and Plan

As required under Part 2 of the Carbon prepared for Budget 2016. The only material
Tax Act, the following tables show the Revenue assumption specific to the Revenue Neutral
Neutral Carbon Tax Report for 2014/15 and Carbon Tax Report and Plan is that the cost of
2015/16 and the Revenue Neutral Carbon Tax  the revenue reductions due to personal income
Plan for 2016/17 to 2018/19. tax rate cuts increase with increases in personal

. . . income tax revenues for each year.
Material Assumptions and Policy

Decisions Revenue Neutral Carbon Tax Report

In the Report and the Plan the estimates and Revenue neutrality means that tax reductions
forecasts of carbon tax revenue and the cost of ~ must be provided that fully return the

tax reductions to return revenues to taxpayers estimated revenue from the carbon tax to

are consistent with, and have the same material taxpayers in each fiscal year. Table 1, Revenue
assumptions and policy decisions underlying Neutral Carbon Tax Report for 2014/15 and
them, as the revenue estimates and forecasts 2015/16, reports the carbon tax revenues

Table 1 Revenue Neutral Carbon Tax Report 2014/15 and 2015/16

Revised
2014/15"  Forecast
2015/16
$ millions

CarbON tAX FEVENUE 2 ... .. oo ee e e ee e 1,198 1,216
Reduction in provincial revenues due to designated measures *
Personal tax measures:
« Low income climate action tax credit of $115.50 per adult plus $34.50 per child effective July 1, 2011 ............... (193) (192)
* Reduction of 5% in the first two personal income tax rates ... (269) (283)
* Northern and rural home owner benefit OF $200 % . ... oot ee et eee e e e ee e (83) (83)
* BC seniors' home renovation tax Credit ..............cccceciiirieiiieiecieteieeieisiee ettt sttt ses et s s e - (1)
« Children's fitness credit and children's arts Credit ......... ..o (8) (8)
« Small business venture capital tax credit budget INCreased ..o 3) 3)
* Training tax credit extended — INAIVIAUAIS ..o e 9 9
TOtal PEIrSONAl tAX MEASUIES ............c.coovveveeveeeeieieseeeeeee et et e et ese e st e s e s e et e s et e e s s st et et et sa s s et aseses e s ssasasesass (565) (579)

Business tax measures:
* General corporate income tax rate reduced from 12% to 11% effective July 1, 2008,
to 10.5% effective January 1, 2010, to 10% effective January 1, 2011 and increased

t0 11% €ffECtiVe ADIIl 1, 20713 ...ttt ettt e st e e st et et b s bt et e e s et e ne et nene e, (216) (218)
« Small business corporate income tax rate reduced from 4.5% to 3.5% effective July 1, 2008 and

t0 2.5% effective December 1, 2008 .............coiiiiiiiiie et e (229) (226)
« Corporate income tax small business threshold increased from $400,000 to $500,000 ..........cccccevvevereereriererrenenen. (21) (21)
« Industrial property tax credit of 60% of school property taxes payable by major industry .............cccocoovviiiininn (23) (24)
» School property taxes reduced by 50% for land classified @s "farm" ... 2) (2)
« Interactive digital media taxX Credit .......... ..o nneas (37) (33)
» Training tax credit eXteNded — DUSINESSES ........oiiiiiiiiiii e (6) (5)
« Scientific research and experimental development tax credit extended in 2014 ..o (82) (131)
* Film Incentive BC tax credit extended in 2009 and enhanced in 2010 ..........cccccviueeieieieierie e (78) (106)
« Production services tax credit extended in 2009 and enhanced iN 2010 ........ccccooreririnineeeeeeeree e (265) 385
TOtal DUSINESS LAX IM@ASUIES ............c..oveeeeeeeeeeeeeeee e e e e et e et e et e e et e e et e e et e et e e et e et e e e etseeaaseaentaeeareen (959) (1,151)
Total designated reVENUE MEASUIES ..............ccoooiiiiiiiiiiiiie ettt sttt nb e bttt ettt e s e s e nre s (1,524) (1,730)

! Based on 2014/15 Public Accounts.
2 The carbon tax applies to fuels and combustibles at rates based on the carbon dioxide equivalent emission of each particular fuel or combustible.

s Designated measures are measures designated to return carbon tax to taxpayers. Designated measures for 2014/15 are set out in the Carbon Tax
Plan presented with Budget 2074 and designated measures for 2015/16 are set out in the Carbon Tax Plan presented with Budget 2015.

4 Eligible homeowners are those in areas outside the Capital, Greater Vancouver and Fraser Valley Regional Districts.
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and the cost of the tax reductions for the
2014/15 and 2015/16 fiscal years. For the
2014/15 fiscal year, this report is based on the
2014/15 Public Accounts. For the 2015/16
fiscal year, this report is based on preliminary
actuals for the fiscal year.

Carbon tax revenues for 2014/15 are

$1,198 million. The tax reductions for
2014/15 are those that were designated in the
Revenue Neutral Carbon Tax Plan presented
with Budget 2014. The personal tax measures
are the BC low income climate action tax
credit, the five per cent reductions in rates for
the first two tax brackets, the northern and
rural home owner benefit, the BC seniors’
home renovation tax credit, the children’s
fitness credit and children’s arts credit, the
increase in the small business venture capital
tax credit, and the extension of the training
tax credits for individuals. The business tax
measures are the reductions in each of the
general and small business corporate income
tax rates, the corporate income tax small
business threshold increase from $400,000

to $500,000, the 50 per cent reduction in
school property tax for land classified as
“farm,” the interactive digital media tax credit,
the extension of the training tax credit for
businesses, the extension of the Scientific
research and experimental development

tax credit, the 2009 extension and 2010
enhancement of the Film Incentive BC tax
credit, and a portion of the 2009 extension and
2010 enhancement of the production services
tax credit.

The estimated reduction in provincial revenues
for 2014/15 as a result of the designated
revenue measures is $565 million for the
personal tax measures and $959 million for the
business tax measures, for a total reduction of
$1,524 million. Based on these revenue and
tax reduction estimates, revenue neutrality has
been met for 2014/15. In fact, the reduction in
provincial revenue exceeds the $1,198 million
in carbon tax revenue by $326 million.

Carbon tax revenues for 2015/16 are estimated
to be $1,216 million.

The tax reductions shown for the 2015/16
fiscal year are those that were designated in the
Revenue Neutral Carbon Tax Plan presented
with Budget 2015. The personal tax measures
are the BC low income climate action tax
credit, the five per cent reductions in rates for
the first two tax brackets, the northern and
rural home owner benefit, the BC seniors’
home renovation tax credit, the children’s
fitness credit and children’s arts credit, the
increase in the small business venture capital
tax credit, and the extension of the training
tax credits for individuals. The business tax
measures are the reductions in each of the
general and small business corporate income
tax rates, the corporate income tax small
business threshold increase from $400,000

to $500,000, the industrial school property
tax credit for major industry, the 50 per cent
reduction in school property tax for land
classified as “farm,” the interactive digital
media tax credit, the extension of the training
tax credit for businesses, the extension of

the scientific research and experimental
development tax credit, the 2009 extension
and 2010 enhancement of the Film Incentive
BC tax credit, and the 2009 extension and
2010 enhancement of the production services
tax credit.

The estimated reduction in provincial revenues
for 2015/16 as a result of the designated
revenue measures is $579 million for the
personal tax measures and $1,151 million for
the business tax measures, for a total reduction
of $1,730 million. Based on these revenue and
tax reduction estimates, revenue neutrality has
been met for 2015/16. In fact, the reduction in
provincial revenue exceeds the $1,216 million
in carbon tax revenue by $514 million.

The Budger 2017 Revenue Neutral Carbon Tax
Report for 2015/16 will be based on actual
carbon tax revenues for 2015/16 as reported in
the 2015/16 Public Accounts.
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Revenue Neutral Carbon Tax Plan

Table 2, the Revenue Neutral Carbon Tax
Plan 2016/17 to 2018/19, shows carbon tax
revenue and tax reduction cost estimates for
the revenue measures designated as those that

return the carbon tax revenues to taxpayers for
2016/17 to 2018/19.

Carbon tax revenues for 2016/17 to 2018/19
are now forecast to be slightly lower than
estimated when Budger 2015 was prepared.

The three-year fiscal plan for Budget 2016
assumes the cost of tax measures with sunset
dates continues, for purposes of the plan,

beyond their expiry dates. The Carbon
Tax Plan presented in Table 2 reflects this
assumption.

As shown in Table 2, revenue from the
carbon tax and the cost of the tax reductions
are now estimated to be $1,234 million and
$1,733 million, respectively, for 2016/17.
Carbon tax revenues are now estimated at
$1,252 million in 2017/18 and $1,275 million
in 2018/19. This means the Carbon Tax Plan
is revenue neutral for all years, with the tax
cuts in 2017/18 and 2018/19 exceeding the
carbon tax revenues by $533 million and
$540 million, respectively.

Table 2 Revenue Neutral Carbon Tax Plan 2016/17 to 2018/19

Forecast
2016/17 2017/18 2018/19

$ millions
Carbon tAX FEVENUE ' ...........c.cviiiiiiiieeeeceeee ettt ettt e ettt s e e sttt eaese s st et et e st s 1,234 1,252 1,275
Designated revenue measures: 2
Personal tax measures:
» Low income climate action tax credit of $115.50 per adult plus $34.50 per child effective July 1, 2011 ....... (195) (195) (195)
* Reduction of 5% in the first two personal inCome tax rates ...........ccccevviririieieiieieeeee e (288) (302) (315)
* Northern and rural home owner benefit of UP 10 $200 2 .........ov.oveiveeeeeeeeee oo (83) (84) (84)
* BC seniors' home renovation tax Credit ............cccccoieieieueucuceieecee et e e n e aenes (2) (2) (2)
« Children's fitness credit and children's arts Credit ............ccoooiiiieiiie e (8) (8) (8)
« Small business venture capital tax credit budget inCreased ............c.cccooiiiiiiiiiiiiiiiee e (5) (5) 5)
* Training tax credit extended — INIVIAUAIS % ..............covvrveoreeeeeeeeeeeeeeeeee e eeeeeeeeeee e es e ee e eeeeeneeeen (20) (20 (20)

Total personal tax MeasUIEs .................cccoueeeveiiieeeeciiiieeeiiiee e

Business tax measures:

» General corporate income tax rate reduced from 12% to 11% effective July 1, 2008,
to 10.5% effective January 1, 2010, to 10% effective January 1, 2011 and increased

to 11% effective April 1, 2013 ....ooiiiiieee e

« Small business corporate income tax rate reduced from 4.5% to 3.5% effective

July 1, 2008 and to 2.5% effective December 1, 2008 ......................
» Corporate income tax small business threshold increased from $400,000 to $500,000 ..
« Industrial property tax credit of 60% of school property taxes payable by major industry ..........ccccccoeniinnene (24
« School property taxes reduced by 50% for land classified as "farm"

« Interactive digital media tax credit
* Training tax credit extended — businesses 2

* Scientific research and experimental development tax credit extended in 2014 2.
* Film Incentive BC tax credit extended in 2009 and enhanced in 2010
< Production services tax credit extended in 2009 and enhanced in 2010 ..
Total business tax MEASUIES ..............ccccoceeeieeiieeiiienie e

Total revenue MEASUIES ..............cccuviveeciiiiieeeiie e eeee e

............................................................ (244)  (256)  (260)
(21) (21) (21)

) (25) (25)

.............................................................. ) @) @)
........................................................... (45) (45) (45)
........................................................... (10) (10) (10)
(150)  (160)  (170)

................ (90) (90) (90)
(310) _ (310) _ (310)

............................................................ (1,132) _(1,169) _ (1,186)
............................................................ (1,733) _(1,785) _(1,815)

! The carbon tax applies to fuels and combustibles at rates based on the carbon dioxide equivalent emission of each particular fuel or combustible.

2
The Plan assumes that the cost of tax measures with sunset dates continues beyond their expiry dates.

3
Eligible homeowners are those in areas outside the Capital, Greater Vancouver and Fraser Valley Regional Districts.
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Commission on Tax Competitiveness

British Columbia’s economy is changing.
Services are increasingly becoming a more
important segment of the economy. Advances
in technology are changing the way business is
conducted and the way services are provided:
banking can be undertaken from one’s
smartphone; a person can buy most goods
and services online; and some services that
used to require a person’s physical presence
can be delivered remotely. British Columbia’s
population is also changing, getting older.
These changes in British Columbia are taking
place against the backdrop of a rapidly
changing global economy.

British Columbia must continue to prosper
in the face of these changes. It must be able to
grow - to attract and retain new investment.
To do so, it must have a competitive taxation
environment.

Some of the Province’s taxes were designed
early in the 20th century, for the 20th century
British Columbia economy. It is timely to
examine if the Province’s taxation regime has

1981

$93 billion

Wholesale and Retall
Trade
8.3% Transportation &
Warehousing
5.7%

Manufacturing & Utilities
12.9%

Natural Resources
7.5%

B B aalon
& Egucation

19.8%

Construction
10.4%

Finance, Insurance & Real
Estate
18.5%

Other Services
16.8%

Natural Resources

Public Admin, Health Care

kept pace with its changing economy and
whether current tax policy encourages business
investment and growth as the Province moves
further into the 21st century.

The Minister of Finance is establishing a
Commission on Tax Competitiveness to
examine these questions. The Commission
will identify the ways in which the Province’s
economy is changing and evaluate the

current tax structure within the context of
those changes. The Commission will consult
with British Columbians and it will make
recommendations to government in the fall of

2016.

The names of the members of the Commission,
its Chair and the terms of reference for

the Commission’s work will be announced
following Budger 2016. The terms of reference
will allow the Commission to consider a range
of options to encourage competitiveness.

The scope of the work will explicitly exclude
consideration of a return to the harmonized
sales tax.

2014
$203 billion
Wholesale and Retail

Trade
10.4%

Transportation &
Warehousing

Manufacturing & Utilities 5.4%

8.9%
Public Admin, Health Care

& Education
8.0% 17.4%

Construction
B.A%

Other Services
17.9%

Finance, Insurance & Real
Estate
23.7%

Source: Statistics Canada (2014 GDP at basic prices, chained $2007); BC Stats estimate (1981 GDP at basic prices, chained $2007)

Note: May not add to 100 per cent due to rounding.
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Film and Television Tax Credits

British Columbia has developed a robust film
and television industry over the last 30 years.
The industry now employs about 20,000
people, one of the largest skilled labour forces
in the sector in Canada. British Columbia has
eight major studios with more than 1 million
square feet of studio space and diverse filming
locations. British Columbia attracts interest
from around the world, including Bollywood,
the Hindi-language film industry based in
Mumbeai.

Foreign film and television productions, the
vast majority of which are developed for
Hollywood, represent about 80 per cent of the
total production spending in the province with
the remainder being domestic productions
meeting Canadian content specifications.
Despite incentives in other jurisdictions,
British Columbia has long been considered

a favoured destination by Hollywood for

film and television production because of the
province’s skilled and experienced workforce,
the certainty and simplicity of British
Columbia’s suite of tax credit incentives and a
shared time zone with California.

The province’s film tax credits are labour-based
credits. That is, the tax credit rate applies

to a production’s British Columbia labour
costs, thereby effectively reducing labour

costs. For productions meeting Canadian
content requirements, the basic tax credit

Chart 1 Exchange rate and film tax credit costs

US cents/Canadian $ Film tax credits (millions)

100 98.8 $493 $500
bx
80 - — - $400
$343 281

60 300
$255 $

40 $200

20 - - $100
0 $0

2010/11 to 2014/15 2015/16
2013/14

Exchange rates are the average for calendar years. The exchange rate for 2010/11 to 2013/14 is the
average of calendar years 2010 to 2013. For 2010/11 to 2013/14 the film tax credit cost is the average
from the Public Accounts for 2010/11 to 2013/14.

rate is 35 per cent of British Columbia labour
spending, and for other productions, the
basic tax credit rate is 33 per cent of British
Columbia labour spending. Productions can
qualify for additional British Columbia tax
credits for work done outside the Vancouver
area, or for digital animation, visual effects or
post-production work. The federal government
also provides tax credits worth 25 per cent

of labour expenditures for productions
meeting Canadian content requirements, and
16 per cent for other productions.

Chart 1 shows that from 2010/11 to 2013/14,
the provincial tax credits averaged about

$255 million per year when the Canadian and
US dollars were near parity. However, with

the recent weakening of the Canadian dollar,
foreign production activity has increased by
over 50 per cent from about $1.1 billion to
$1.6 billion in 2014/15. Consequently, the cost
of the province’s film tax credits is increasing
and is estimated at $493 million in 2015/16.

Chart 2 Breakdown of cost advantage
Foreign Production Spending $100 on BC Labour

$100

$80 Tax Credits Tax Credits

$60 -

Exchange Rate
Exchange Rate

$40
$20

$0

Average 2010-2014 Current

Chart 2 shows the cost advantage for an
American production in British Columbia
due to the tax credits and the exchange rate.
The first bar shows that the net cost to the
producer of $100 in spending on British
Columbia labour was $58 US from 2010 to
2014. With the Canadian dollar at $0.71 US,
the net cost to the producer is only about $40.
As an example, at the current exchange rate,
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the provincial tax credit rate could be reduced
by over 50 per cent and still ensure a net cost
of British Columbia labour that is less than
during the period from 2010 to 2014.

Other jurisdictions have addressed the cost of
film tax credits in various ways. Saskatchewan
eliminated its tax credits in 2012. Ontario,
which noted its increased tax credit cost

due to the low Canadian dollar, as well as
Quebec and New Brunswick, have reduced
their tax credits in recent years. In the US,
jurisdictions such as California and New
Mexico cap the cost of their tax credits,

while North Carolina eliminated its film tax
credit altogether in 2015. When industry

size is taken into account, British Columbia
offers very generous credits, given that

the British Columbia industry accounted

for approximately $2 billion Canadian in
productions in 2014/15, with a tax credit cost
of approximately $343 million Canadian.
California’s industry is about $17 billion US
annually, and the state spends $330 million US
on tax credits.

Representatives of the film industry have
recognized the pressure the rising cost of film
tax credits are having on the government’s
fiscal capacity and have approached the
government to work together to seek ways

to address this pressure. The government has
accepted the industry’s offer and will work
collaboratively to develop solutions that can
be implemented this year. With input from
the film industry, the government will limit
the growth of film tax credits across 2016/17
through 2018/19, but the cost of the credits
will still be the highest amount ever budgeted.
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Housing Affordability

Housing Affordability

Housing markets in the Vancouver area have
historically been expensive due to the pressures
of supply and demand. The Metro Vancouver
area had a population of about 2.5 million in
2015, is constrained by mountains to the north
and east, the border to the south, and the Strait
of Georgia to the west.

Population has grown faster in Greater
Vancouver than in the rest of the province since
the mid-1980s, and the provincial population
has grown faster than the rest of Canada. The
population of Greater Vancouver in particular
has increased 70 per cent over that period,
compared to 35 per cent in the rest of Canada.
Since 2001, BC economic growth has averaged
2.6 per cent annually, compared to the rest

of Canada’s growth rate of 1.9 per cent. The
twenty-year trend of declining mortgage rates
has made it easier for buyers to carry their
mortgage costs.

Chart 1 Housing stock — Vancouver Census
Metropolitan Area
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In response to these market forces, housing
types are changing. As late as the 1980s, more
than half of the housing starts in the Vancouver
Census Metropolitan Area (Greater Vancouver,
excluding Mission and Abbotsford to the east)
were single detached units. By 2015, only

22 per cent of new units were single detached
units, and the percentage had been even lower
in the preceding years. Land for new single

family housing is scarce, and some older
single-family housing stock is being replaced by
townhouses and condominium developments.
The most recent data show there are about as
many single family dwellings in the Census
Metropolitan Area as there were in 1991, but
the number of townhouse and condominium
units doubled during that time.

Chart 2 MLS Residential Sales —
Metro Vancouver 2015
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With increasing demand and restricted

supply of single-family properties, prices for
single family homes in most areas of Greater
Vancouver have increased between 45 per cent
and 70 per cent over the past five years, while
prices for multi-family homes have increased
between 15 per cent and 40 per cent.

Any long-term mitigation of housing prices
and housing affordability in the Lower
Mainland must address adequate supply of
affordable new construction, particularly
multi-family housing. Without an increase

in housing supply, there will simply be

more buyers competing in the same market,
ultimately driving prices even higher. Increased
densification is a tool local governments

can employ to promote the construction

of affordably priced housing and offset the
factors driving prices, such as low interest
rates, economic activity, rising population due
to in-migration, and in the Lower Mainland
especially, a constrained geography.
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Measures to support the supply of affordably

priced homes

In Budget 2016, in order to assist purchasers
and help stimulate the housing market

to supply moderately priced homes, the
government is introducing a full exemption
from property transfer tax for purchases

of newly built homes up to $750,000 for

use as the purchaser’s principal residence.

This exemption is directed at Canadian citizens
or permanent residents, whether or not they
have previously owned residential property.
Newly constructed housing eligible for the
exemption includes the first purchase of a new
housing unit or of a newly subdivided unit.
The purchase of land without a home, on which
the new owner builds or finishes a home and
moves into it within one year, would qualify for
a refund of property transfer tax, rather than an
exemption at the time of registration.

To get the full exemption or refund, the
purchaser will be required to live in the
home as a principal residence until one year
after the purchase date, and the value of the
finished property must be below $750,000.
Partial exemptions or refunds are available
for properties with a fair market value

up to $800,000. The exemption will be
available for transfers registered on or after
February 17, 2016. A purchaser who buys
a home and leaves it vacant is not eligible,
and the property will not be eligible for the

exemption on a subsequent sale.

The exemption or refund will not be limited
to those who have lived in the province for

a period of time before purchasing: other
Canadians and permanent residents who move
to take jobs, start companies, or simply live

in British Columbia will be eligible for the

New Housing exemption.

The government estimates that approximately
22,000 new homes in British Columbia will
be eligible to benefit from the New Housing
exemption in 2016. Many of those new homes
will be in the Vancouver area. As of January
2016, the price of a typical condominium in

Vancouver East is $396,000 and in Vancouver
West is $617,000. The typical price of a
townhome in Vancouver East is $663,000 and
in Vancouver West is $910,000. In Greater
Vancouver as a whole, the typical price of

a condominium unit is $456,000 and a
townhome is $564,000.

The New Housing exemption is a provincial
tax tool that directly targets creation of

new housing supply at a price-point that is
affordable for most purchasers. A purchaser of
a new $400,000 home would save $6,000 in
property transfer tax while a purchaser of a new
$750,000 home would save $13,000. Based

on current trends, government estimates the
New Housing exemption could save purchasers
approximately $75 million in property transfer
tax annually.

The cost of this measure will be largely financed
by a new, higher property transfer tax rate on
high-priced properties. Budget 2016 introduces
a third property transfer tax rate of 3 per cent
on the value of a property above $2 million.
The 1 per cent rate continues to apply on the
first $200,000 of property value, the 2 per cent
rate continues to apply on the value of a
property between $200,000 and $2 million.
The new tax rate will apply to transfers
registered on or after February 17, 2016.

The new tax rate applies on all types of taxable
transactions above $2 million, and will raise
about $75 million — the approximate cost of the
New Housing exemption. In 2014/15, about
2,900 residential transactions and 560 non-
residential transactions had fair market values
above the new threshold.

Balancing supply and demand in an era of
strong net in-migration from elsewhere in
Canada and around the world requires a new
focus on the efficient support of new housing
supply at as low a cost as possible. BC Housing
will conduct a study on the key factors affecting
housing affordability in British Columbia,
which may then contribute to policy making
across all levels of government. Government is
also exploring ways to make the components
of the cost of new housing, such as municipal
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costs and fees, more transparent to home
buyers. The province urges municipal leaders
and regional directors, who are responsible
for planning, zoning and development
regulation, to use the broader tools at their
disposal to support the province’s efforts and
further the creation of new housing supply.

Affordable housing for lower-income

earners

Budger 2016 includes new taxpayer-
supported capital spending of $175 million
over the three-year fiscal plan, leading to

an anticipated total of $355 million over
five years by the BC Housing Management
Commission. This new spending is
anticipated to support more than 2,000
units, helping increase the supply of housing
across the province through the construction
and renovation of affordable housing for
people with low to moderate incomes.

Government has identified a number of
projects through the Provincial Investment
in Affordable Housing Initiative that can
proceed quickly, and are aimed to help those
at risk of homelessness, low-income families
and individuals, seniors and aboriginals.

Since 2001, government has invested
$4.4 billion and added more than 21,000

new units of affordable housing,.
Rental-stock housing

Market demand generally determines how
much rental housing is built. However, the
BC government is actively partnering with
municipalities, non-profit societies and
other community groups to find innovative
ways to create more affordable housing for
British Columbians.

For example, the Community Partnership
Initiatives program provides development
advice and low interest financing to non-
profit societies to help them develop
affordable housing. So far, that program

has contributed to over 3,300 new units of

affordable housing,.

Government also supports renters accessing
housing through programs to help low-
income working families and low-income
elderly residents afford to pay rent in the
private market.

The First Time Home Buyers’ Program

Since the property transfer tax was introduced
in 1987, legislatures have been concerned
about the effect the tax would have on

people trying to purchase their first home.
Since 1994, the First Time Home Buyers’
Program has exempted Canadian Citizens and
permanent residents who have lived in British
Columbia for at least a year and are first-time
buyers of moderately priced homes. In fiscal
year 2015/16, a total of 22,500 exemptions
are projected, up from 21,402 the previous
year, with the value of total exemptions
approaching a new high of $100 million.

The current threshold provides an exemption
for first time home buyers who are buying an
entry level home. Even in Greater Vancouver,
the price of a typical condominium unit is

below the threshold.

Other programs available

The Province has a number of programs in
place to alleviate some of the financial pressure
of home ownership in BC, including: the
First Time Home Buyers’ Program, the Home
Owner Grant, low-income grant supplements
for low-income individuals who lose their
additional home owner grant because of the
value of their home, and the Property Tax
Deferment Program.

Improving data collection to better
understand cost drivers

There has been widespread dissatisfaction with
the quality of the data pertaining to foreign
purchases of real estate property within

British Columbia and in the Lower Mainland
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in particular. BC law allows non-residents
to own property in British Columbia, and
we welcome those who choose to move to
British Columbia, make their lives here
and contribute to the economic and social
well-being of the province, as these new
arrivals have made us stronger and more
diverse.

Individuals who purchase property will
need to disclose whether or not they are
Canadian citizens or permanent residents of
Canada. Individuals who are not Canadian
citizens or permanent residents of Canada
will need to disclose their home country

or state. If a property is registered in the
name of a corporation, the transferee must
disclose the total number of directors, the
number of those who are Canadian citizens
or permanent residents of Canada, and the
name, address and citizenship of all foreign
directors.

The province previously collected
information on citizenship under the Land
Title Act but stopped collecting those data in
1998, largely because of the compliance costs
to those who registered property and the fact
that the data was seldom if ever used. There is
now a consensus that the data are required.

There have also been questions about
transfers involving the use of bare

trusts, because subsequent transfers are
accomplished through revisions to trust
documents and share transfers rather than

registrations in a land titles office, and as

a result these subsequent transfers are not
subject to property transfer tax. When the
tax was first introduced, the decision was
made to tax only registrations in a land title
office, and that has remained the construct
of the tax. However, in order to better
understand the use of this structure, going
forward the province will require transferees
acting as bare trustees to declare information
in relation to settlors and beneficiaries of

a trust. For settlors and beneficiaries who
are individuals, that will include names,
addresses and citizenship. For settlors and
beneficiaries which are corporations, that
will include the name and address of each
director, and their citizenship.

Data collection will begin shortly after the
amendments to the Property Transfer Tax Act
are in place in order to ensure that the data
collection is compliant with other provincial
statutes and will allow lawyers and notaries
who practice real estate conveyancing

to prepare for the new information
requirements. Data that is collected will be
shared with the Canada Revenue Agency
under the existing information exchange
agreement between British Columbia

and Canada. Previously, information on
Canadian citizenship or permanent resident
status has only been required in the Properzy
Transfer Tax Act for the administration of
certain exemptions such as that for related
individuals or under the First Time Home
Buyers’ Program.
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Part 3: BRITISH COLUMBIA ECONOMIC REVIEW AND OUTLOOK

Summary

Following an estimated increase of 2.4 per cent in 2015, the Ministry of Finance forecasts
British Columbia’s economy to grow by 2.4 per cent in 2016 and by 2.3 per cent annually
from 2017 to 2020.

The Ministry’s forecast is 0.3 percentage points below the projections provided by the
Economic Forecast Council for both 2016 and 2017. This prudence acknowledges the
downside risks to the economic forecast and is one of the levels of prudence built into the

fiscal plan.

Chart 3.1 British Columbia’s economic outlook

BC real GDP
0 per cent change

® Ministry of Finance

O Economic Forecast Council

23

23 2.4

2015 2016 2017 2018 2019 2020

Downside risks to BC’s economic outlook include the potential for a slowdown in
North American economic activity, ongoing fragility in Europe, and slower than
anticipated Asian demand, particularly in China. Additional risks include uncertainty
in the outlook for the Canadian dollar and weak inflation.

British Columbia Economic Activity and Outlook

Indicators of BC’s economic performance in 2015 reveal increased domestic activity
relative to 2014, with the exception of non-residential building permits (see Table 3.1).
Most indicators show that BC performed well compared to other provinces in 2015

and, as such, an average of six private sector forecasters® estimate that BC experienced
the strongest growth in real GDP among provinces last year. The same private sector
forecasters expect BC’s economic growth to rank first among provinces again in 2016
and then tie for first in 2017 (with Ontario). However, provincial outlooks are uncertain,
depending in part on the future path of oil prices.

' Reflects information available as of February 5, 2016, unless otherwise indicated.

2 A subset of the Economic Forecast Council that regularly forecasts economic performance in all provinces (Bank of Montreal, RBC, CIBC, TD,

Scotiabank, THS Global Insight), as of February 5, 2016.
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Table 3.1 British Columbia Economic Indicators

Third Quarter Fourth Quarter Annual
Data seasonally adjusted unless Jul. to Sep. 2015 Oct. to Dec. 2015 Jan. to Dec. 2015
otherwise noted change from change from change from

Apr. to Jun. 2015 Jul. to Sep. 2015 Jan. to Dec. 2014
Per cent change

Employment ... 1.1 1.1 1.2*
Manufacturing shipments’ ................ 0.2 -0.7 22

EXPOrts ..o -0.3 -2.1 0.3*
Retail sales' .............ccooooiiiiiiil 1.1 1.2 6.8

Housing starts ............cccooeevvininnnn. -5.0 4.6 10.9*
Non-residential building permits”........ 2.6 -8.9 -0.6

* annual non-seasonally adjusted data " data to November

The Labour Market

Employment activity in BC picked up in 2015, following a 0.6 per cent gain in 2014.
Employment in the province grew by 1.2 per cent (or 27,800 jobs) in 2015, as a gain
of 42,100 full-time jobs more than offset a decline of 14,400 part-time jobs. Significant
gains were observed in health care and social assistance (+17,600 jobs), manufacturing
(+11,100 jobs) and information, culture and recreation (+6,800 jobs), while losses

were concentrated in finance, insurance, real estate, rental and leasing (-8,600 jobs),
accommodation and food services (-7,800 jobs), and wholesale and retail trade

(-5,100 jobs).

The provincial unemployment rate averaged 6.2 per cent in 2015, up 0.1 percentage
points from 2014. BC’s labour force increased 1.3 per cent in 2015, its fastest annual
rate of growth since 2010.

In January 2016, BC’s economy created 1,200 jobs compared to the previous month
(an increase of 0.1 per cent), while the monthly unemployment rate fell 0.1 percentage
points to 6.6 per cent. BC’s labour force decreased by 200 persons compared to
December 2015.

Chart 3.2 BC employment
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Outlook

The Ministry forecasts employment in BC to increase by 1.2 per cent in 2016, or
approximately 26,900 jobs. The pace of employment growth is expected to remain
steady at 1.2 per cent each year from 2017 to 2020. The province’s unemployment rate
is expected to average 6.2 per cent in both 2016 and 2017. The rate is then forecast to
edge up to around 6.4 per cent over the medium-term.

Consumer Spending and Housing

Momentum continued in BC retail sales in 2015, as sales grew by a solid 6.8 per cent
year-to-date to November compared to the same period of 2014 after growing by

5.6 per cent the year before. Among retail segments, the strongest year-to-date gains
occurred at motor vehicle and parts dealers, food and beverage stores, and building
material and garden equipment and supplies dealers, while the only retail segment to lose
ground was gasoline stations (as lower gasoline prices weighed on sales values). In general,
BC retail sales were supported by steady employment growth, increased tourism, and a
relatively high level of interprovincial migration to the province last year.

Chart 3.3 BC retail sales
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BC housing starts grew by 10.9 per cent in 2015 to reach 31,446 units. The pace of
housing construction was uneven through the year, with a 16.7 per cent jump in activity
in the April to June quarter followed by a 5.0 per cent contraction in the next quarter.
More recently, housing starts rose 4.6 per cent in the October to December quarter of
2015. Residential building permits (a leading indicator of future home construction)
grew 26.6 per cent year-to-date to November 2015 compared to the first eleven months
of 2014.
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Chart 3.4 BC housing starts
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Like new home construction, home sales in BC benefitted from steady employment

and population growth amid low interest rates in 2015. Home sales grew 22.0 per cent
in 2015 compared to 2014, and home prices rose 12.0 per cent to reach an average of
$636,627 last year. While Greater Vancouver and the Fraser Valley recorded the highest
growth in home prices among BC regions in 2015, gains were concentrated in the
single family component (up 11.3 per cent across the two markets), while price growth
was more modest for townhouses and apartments (up 4.5 per cent and 5.9 per cent,
respectively). Improving housing activity has helped support the provincial economy in
recent years. However, momentum is expected to ease when interest rates eventually rise.

The value of non-residential building permits, which tend to be volatile, fell 0.6 per cent
year-to-date to November 2015 compared to the same period of the previous year, after
registering an annual increase of 20.0 per cent in 2014. The slight year-to-date decline
reflected a 27.5 per cent decrease in the institutional and government category, which was
not entirely offset by gains of 65.6 per cent and 3.0 per cent in industrial and commercial
permits, respectively.

Outlook

The Ministry forecasts real household consumption of goods and services to increase by
3.0 per cent in 2016 after growing by an estimated 4.1 per cent in 2015. A 2.7 per cent
increase in real household spending is expected for 2017, followed by further annual gains
of around 2.6 per cent over the medium-term.

Following last year’s estimated increase of 6.5 per cent in BC retail sales, a gain of
4.3 per cent is forecast for 2016. Retail sales are then expected to grow by 3.7 per cent
in 2017 and by 3.6 per cent annually from 2018 to 2020.

A slight moderation in residential construction activity is projected this year, as the
Ministry forecasts housing starts to total about 29,400 units in 2016 — a decrease of
6.5 per cent from 2015. Starts are expected to slow further in 2017, reaching about
28,000 units, and then average around 27,000 units per year from 2018 to 2020.
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Business and Government

Real business investment is estimated to have grown by 5.2 per cent in 2015, with a solid
increase in residential investment and supporting gains in non-residential, machinery and
equipment, and intellectual property investment.

Total real expenditures by federal, provincial and municipal governments are estimated to
have increased by 3.1 per cent in 2015, following a slight decline of 0.3 per cent in 2014.

Outlook

Real business investment is projected to rise by 3.8 per cent in 2016, with gains in
all investment categories (residential, non-residential, machinery and equipment,
and intellectual property). Total business investment is forecast to increase again by
3.8 per cent in 2017, and then soften to around 3.3 per cent growth per year in the
medium-term.

The Ministry expects the net operating surplus of corporations to grow by 3.7 per cent
in 2016, after an estimated decrease of 1.3 per cent in 2015. Stronger annual growth of
5.0 per cent is forecast in 2017 and 2018, followed by 5.4 per cent growth in each of the
next two years.

Combined real spending by the three levels of government (federal, provincial and
municipal) on goods and services is expected to increase by 0.4 per cent in 2016,
followed by a gain of 0.6 per cent in 2017. Government spending growth is then
projected to average about 0.9 per cent annually in the medium-term.

External Trade and Commodity Markets

Unbalanced global demand and declining commodity prices took a toll on the value

of BC international merchandise exports in 2015, which increased just 0.3 per cent
compared to 2014. While exports to the US grew 3.8 per cent, exports to other

major markets — such as China, Japan and South Korea — declined on the year. At the
same time, gains were observed in exports of agriculture and food other than fish

(+20.6 per cent) and machinery and equipment (+17.6 per cent), while exports declined
for energy products (-25.4 per cent) and metallic mineral products (-2.9 per cent).

Chart 3.5 BC exports
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Shipments of manufactured goods from BC were modest through the first eleven
months of 2015, up 2.2 per cent compared to the same period of the prior year.
Notable year-to-date gains were recorded in shipments of furniture and related
products (+17.0 per cent), computer and electronic products (+10.2 per cent) and
food (+9.6 per cent). During the same period, year-to-date losses occurred in paper
(-0.7 per cent) and fabricated metal products (-0.7 per cent).

Widespread declines occurred in forestry, energy and metal prices in 2015. The price of
Western spruce-pine-fir (SPF) 2x4 lumber started the year at $332 US/000 board feet

in January and finished at $268 US/000 board feet in December. Overall, the price fell
20.0 per cent in 2015 compared to 2014, averaging $282 US/000 board feet for the year.

The price of pulp fell fairly steadily throughout the year, starting at $915 US per tonne in
January and reaching $800 US per tonne in December. The annual pulp price averaged
$852 US per tonne in 2015, a decrease of 7.9 per cent from 2014.

After falling by roughly 50 per cent in the second half of 2014, oil prices retreated
further in 2015 as increases in global oil supply continued to outstrip growth in demand.
On average, the daily West Texas Intermediate crude oil price was $48.66 US/barrel in
2015, a decrease of 47.8 per cent compared to the average price of $93.17 US/barrel
observed in 2014. Energy sector analysts expect further increases in oil production in
2016 with the easing of economic sanctions on Iran. While a lower price for oil decreases
energy costs for BC businesses and households, it negatively impacts Alberta and
Saskatchewan — two of BC’s interprovincial trading partners.

The Plant Inlet price of natural gas dropped fairly steadily throughout last year, falling
from an average of $3.11 C/GJ in 2014 to $1.38 C/G]J in 2015. The prices of metals
and minerals also fared poorly in 2015. Annual declines were observed in prices

for molybdenum (-40.9 per cent), copper (-19.9 per cent), silver (-17.8 per cent),
lead (-14.8 per cent), aluminum (-11.1 per cent), zinc (-10.9 per cent) and gold

(-8.4 per cent).

Outlook

Real exports of goods and services are forecast to rise by 1.5 per cent in 2016, following
an estimated increase of 0.3 per cent in 2015. Real exports are then expected to grow by
2.2 per cent in 2017 and around 2.5 per cent per year over the medium-term.

The price of lumber is projected to firm up in 2016, averaging $288 US/000 board feet
for the year. The price is then forecast to average $300 US/000 board feet per year from
2017 to 2020.

The price of natural gas is expected to drop to $1.04 C/G] this fiscal year and then rise
gradually over the rest of the forecast horizon to reach $1.61 C/GJ in 2018/19.

Commodity prices may be volatile in the near-term due to ongoing global economic
uncertainty, the potential for further slowing of the Chinese economy, and fluctuations
in petroleum markets.
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Demographics

Inflation

BC’s population on July 1, 2015 was 4.68 million people, 1.0 per cent higher than
the 4.64 million people counted on the same date in 2014. During the first three
quarters of 2015, BC saw a net inflow of 30,018 people, as the province welcomed
17,038 individuals from other countries and 12,980 individuals from other provinces.

Outlook

The forecast calls for BC’s July 1% population to increase by 1.2 per cent in 2016 (to reach
a total of 4.74 million people), by 1.3 per cent in 2017, and by around 1.3 per cent each
year over the medium-term.

Total net migration is expected to rise in 2016 to reach a net inflow of about 48,200
persons. Net entry of about 13,000 people from other provinces is forecast in 2016, along
with an anticipated net gain of about 35,200 people from other countries. For 2017,

the Ministry forecasts a total net inflow of around 51,600 individuals, followed by
continued net inflows averaging about 51,600 individuals per year over the medium-term.

Consumer prices in BC increased by 1.1 per cent in 2015 compared to the previous
year, with rising prices for services as well as durable, semi-durable, and non-durable
goods. Rising prices at restaurants supported the overall price of services and rising prices
for automobiles lifted the price of durables, while higher clothing and footwear prices
provided upward inflationary pressure for semi-durable goods. Meanwhile, the price

for non-durables increased in 2015 as substantial price gains for items such as food and
electricity more than offset falling prices for gasoline and natural gas.

Chart 3.6 BC inflation
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Outlook

Consumer price inflation in BC is forecast to be 1.9 per cent in 2016, and then

2.0 per cent each year from 2017 to 2020. The Canadian rate of inflation is assumed to
be 2.0 per cent annually from 2016 to 2020, in line with the Bank of Canada’s inflation
target.

Budget and Fiscal Plan — 2016/17 to 2018/19



74

British Columbia Economic Review and Outlook

Risks to the Economic Outlook

Risks to the BC economic outlook continue to be weighted to the downside. The main
risks to the current outlook include the following:

potential for a slowdown in domestic and Canadian economic activity;
renewed weakness in the US economy, particularly as interest rates increase;

fragility in Europe as governments and the financial system deal with elevated
sovereign debt alongside weak economic growth;

slower than anticipated economic activity in Asia, particularly in China, resulting in
weaker demand for BC’s exports and downward pressure on global commodity prices;

weaker than expected inflation; and

exchange rate uncertainty.

External Outlook

United States

The US economy grew in each quarter of 2015. However, the pace of growth moderated
towards the end of the year, growing by 0.7 per cent in the October to December quarter.
For 2015 as a whole, US real GDP grew by 2.4 per cent, unchanged from the annual gain
observed in 2014. Improving personal consumption expenditures on goods and services,
residential investment, and investment in intellectual property products supported US
real GDP growth for the year. Meanwhile, decreasing goods exports, national defense
spending and fixed investment in non-residential structures, along with increasing
imports (which detract from GDP), weighed on growth.

Chart 3.7 US economic growth
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The US labour market continued to strengthen in 2015. The economy added about
228,000 jobs each month on average, resulting in a 2.1 per cent annual increase in US
employment. At the same time, the unemployment rate decreased to 5.3 per cent from
an average of 6.2 per cent in 2014 and average hourly earnings grew 2.3 per cent in
2015 after increasing 2.1 per cent the year prior. However, the labour force participation
rate continued to retreat for a seventh consecutive year, with only 62.7 per cent of
Americans who were eligible to work choosing to participate in the labour market in

2015 (a 38 year low).

Activity in the American housing market was somewhat uneven through 2015,

although annual gains were observed in all major indicators. US existing home

sales grew 6.3 per cent annually despite declining sales in the October to December
quarter. New home sales grew 14.6 per cent on the year despite a downward monthly
trend from February through September. Similarly, while homebuilding increased

10.8 per cent year-over-year to reach 1.11 million new homes in 2015, the monthly pace
of homebuilding was relatively flat through the second half of last year. However, US
residential building permits increased by 12.0 per cent in 2015 compared to 2014, with a
solid 7.4 per cent gain in the final quarter of the year, suggesting that US homebuilding
will continue to recover heading into 2016.

Chart 3.8 US housing starts
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Retail activity in the US increased by only 2.1 per cent in 2015 following a gain of

3.9 per cent the previous year, as very weak annual price inflation (of only 0.1 per cent

in 2015) weighed on the value of retail sales. Meanwhile, after posting steady increases
through 2014, confidence among American consumers remained relatively flat in 2015
with consumers generally more optimistic about their present conditions than their future
economic prospects.
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Chart 3.9 US Consensus outlook for 2016
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The chart above represents forecasts for real GDP growth in 2016 as polled on specific dates. For example,
forecasters surveyed on January 12, 2015 had an average 2016 US growth forecast of 2.8 per cent, while on
January 11, 2016 they forecast 2016 US growth at 2.4 per cent.

Outlook

The January 2016 Consensus forecasts the US economy to grow by 2.4 per cent this year,
lower than earlier forecasts partly due to the growing challenges for export-oriented
businesses and the energy sector from a strong currency and weak commodity prices,
respectively. For 2017, Consensus pegs US growth at 2.5 per cent.

In recognition of ongoing downside risks, the Ministry’s assumptions for US growth are
prudent compared to the January 2016 Consensus. The Ministry assumes that US real
GDP will expand by 2.2 per cent in 2016 and then 2.3 per cent per year through the
remainder of the forecast horizon.

Table 3.2 US Real GDP Forecast: Consensus vs Ministry of Finance

2016 2017

Per cent change in real GDP
Ministry of Finance ..o 2.2 2.3
Consensus Economics (January 2016) ..............ccoeenens 24 2.5

Canada

The low commodity price environment weighed heavily on the Canadian economy in
2015, leading to a recession (with two consecutive quarters of negative real GDP growth)
in the first half of the year. A pickup in goods exports alongside relatively steady growth in
household final consumption expenditure helped the economy return to positive growth
in the July to September quarter of 2015. However, business gross fixed capital formation
declined through all three quarters of the year, an indication of the ongoing negative
impact of low oil and other commodity prices.
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Chart 3.10 Canadian economic growth
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Following an annual gain of 111,100 jobs (or 0.6 per cent) in 2014, Canadian
employment increased by 144,400 jobs (or 0.8 per cent) in 2015. Job gains were
concentrated in the services-producing sector (+171,100 jobs), while the goods-producing
sector experienced significant jobs losses (-26,700 jobs). The national unemployment

rate trended upwards through 2015, reversing the reductions observed in late 2014.

As such, the unemployment rate averaged 6.9 per cent in both years. In January 2016,

the Canadian labour market lost 5,700 jobs compared to December 2015, while the
unemployment rate edged up to 7.2 per cent from 7.1 per cent the previous month.

Also domestically, retail sales grew 2.2 per cent year-to-date to November 2015, a notable
deceleration from the 4.6 per cent annual growth observed in 2014. Annual residential
construction activity increased 3.3 per cent, with Canadian builders breaking ground on
195,500 new homes in 2015. Home sales also advanced in 2015, up 5.5 per cent over the
previous year despite double-digit declines in Alberta (-21.3 per cent) and Saskatchewan
(-10.7 per cent). Meanwhile, Canadian home prices rose 8.5 per cent in 2015 compared
to 2014.

Declining commodity prices and slowing growth in many international economies
weakened Canadian exports in 2015, more than outweighing the support provided

by improving US demand and a lower exchange rate. Overall, Canadian exports
dropped 2.5 per cent in 2015 compared to 2014. Weakness was concentrated in
exports of energy products (-31.3 per cent), while significant gains occurred in exports
of consumer products (+18.1 per cent) and motor vehicles and parts (+15.2 per cent).
Canadian manufacturing shipments were also weak in the first eleven months of 2015,
falling 1.6 per cent year-to-date to November compared to the same period of 2014.
Major year-to-date losses were observed in shipments of petroleum and coal products
(-28.8 per cent) and primary metals (-6.0 per cent).
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Europe

Chart 3.11 Consensus outlook for Canada in 2016
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The chart above represents forecasts for real GDP growth in 2016 as polled on specific dates. For example,
forecasters surveyed on January 12, 2015 had an average 2016 Canadian growth forecast of 2.2 per cent, while on
January 11, 2016 they forecast 2016 Canadian growth at 1.7 per cent.

Outlook

Consensus forecasts for Canadian real GDP growth in 2016 were steady through most of
2015 at around 2.1 per cent. However, the forecast was revised down in recent months
to reach 1.7 per cent in January 2016, in part reflecting the release of weak monthly
industrial GDP reports for September and October alongside continued declines in oil
prices. According to the January 2016 Consensus, Canadian real GDP is expected to grow
by 2.2 per cent for 2017.

Due to the potential for greater than anticipated weakness in commodity markets and
the global economy, the Ministry assumes that the Canadian economy will expand

by 1.4 per cent in 2016, 1.9 per cent in 2017, and then 2.1 per cent per year over the
medium-term.

Table 3.3 Canadian Real GDP Forecast: Consensus vs Ministry of Finance
2016 2017
Per cent change in real GDP
Ministry of Finance ... 14 1.9
Consensus Economics (January 2016).............c.ccoeue... 1.7 2.2

The pace of economic growth in Europe softened through 2015, starting at 2.2 per cent
annualized growth in the January to March quarter, then slowing to 1.6 per cent the

next quarter and 1.2 per cent in the July to September quarter. Nevertheless, real GDP
growth in 2015 is on track to beat the 0.9 per cent and -0.3 per cent annual growth
recorded in 2014 and 2013, respectively. Similarly, euro zone industrial production grew
1.5 per cent year-to-date to November 2015 compared to the same period the year before,
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China

an improvement from the 0.8 per cent growth in 2014 and 0.7 per cent contraction in
2013. However, economic conditions continue to vary widely across the currency union,
with unemployment rates ranging from 4.5 per cent in Germany and the Czech Republic
(as of December 2015) to 24.5 per cent in Greece (as of October 2015, the latest data
available). Furthermore, consumer price inflation remains very low, averaging 0.2 per cent
year-over-year across the euro zone in December 2015 despite years of aggressive
monetary stimulus.

In response to persistently slow inflation, the European Central Bank (ECB) lowered the
interest rate on the deposit facility (the rate paid on banks’ deposits with the central bank)
by 10 basis points to -0.30 per cent in December 2015, after first lowering it into negative
territory the year prior. Also in December 2015, the ECB extended the anticipated
timeframe of its asset purchase program — first introduced in 2014 then expanded in early
2015 — by an additional six months to at least the end of March 2017. While no further
actions were taken by the ECB in January 2016, the Bank suggested that additional
stimulus measures may be introduced later in the year.

Chart 3.12 Consensus outlook for the euro zone in 2016
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The chart above represents forecasts for real GDP growth in 2016 as polled on specific dates. For example,
forecasters surveyed on January 12, 2015 had an average 2016 euro zone growth forecast of 1.6 per cent, while
on January 11, 2016 they forecast 2016 euro zone growth at 1.7 per cent.

Outlook

Consensus expectations for euro zone economic growth in 2016 remained relatively steady
over the past year, registering at 1.6 per cent in January 2015 and then 1.7 per cent one
year later. For 2017, the January 2016 Consensus pegged euro zone real GDP growth at
1.7 per cent as well. Meanwhile, the Ministry prudently assumes that the euro zone’s
economy will expand by 1.4 per cent in both 2016 and 2017.

Growth of the Chinese economy continued to slow in 2015. Real investment in fixed
assets grew 12.0 per cent in 2015, 2.9 percentage points slower than the year before,
while manufacturing sector surveys indicated falling factory activity for ten consecutive
months through to December 2015. At the same time, the total value of Chinese
exports and imports fell on the year, down 1.8 per cent and 13.2 per cent, respectively,
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compared to 2014. However, retail sales advanced by 10.7 per cent in 2015 and the
share of final consumption expenditure in the economy rose to 66.4 per cent of GDP in
2015 (up 15.4 percentage points from 2014) — consistent with the Chinese government’s
goal of rebalancing the economy towards domestic consumption. Altogether, Chinese
real GDP expanded by 6.9 per cent in 2015, on par with the official target of

“near 7.0 per cent” but registering the lowest annual rate of growth since 1990 and

the fifth consecutive slowdown in the annual pace of economic activity.

Slowing economic growth prompted various stimulus measures from Chinese authorities
over the past year or so. Measures included successive interest rate cuts, reductions in
bank reserve requirements, infrastructure spending programs and currency market
interventions. Official data indicate that these measures helped temper the rate of
economic deceleration in China. However, significant fluctuations in Chinese equity
and currency markets occurred during the year. Although the outlook for the economy
remains uncertain, Chinese officials expect growth of more than 6.5 per cent over the
medium-term.

Outlook

The January 2016 Consensus forecasts China’s real GDP to grow by 6.5 per cent in
2016 and 6.3 per cent in 2017. Due to the potential for greater-than-expected slowing
in the Chinese economy, the Ministry assumes that China’s real GDP will expand by
6.2 per cent in 2016 and then 6.1 per cent the following year.

Financial Markets

Interest rates

After holding at 1.00 per cent since September 2010, the Bank of Canada lowered its
target for the overnight rate by 25 basis points in both January and July 2015 largely in
response to the negative impacts of falling oil prices on the Canadian economy. The rate
has been held at 0.50 per cent since July. In its January Monetary Policy Report, the
Bank pointed to resilient national employment alongside ongoing declines in oil prices
and weaker business investment as explanations for its decision to hold the target rate at
its current level. The Bank also noted that the Canadian economy is undergoing a long
process of reorientation towards non-resource sectors. Looking ahead, the central bank
expects Canadian price inflation to return to its target rate of 2.0 per cent by early 2017.

In contrast to easing measures by the Bank of Canada, the US Federal Reserve increased
its intended federal funds rate from the 0.00 to 0.25 per cent range to the 0.25 to

0.50 per cent range in December 2015 — the first change in the fed funds rate since
December 2008. In its accompanying press release, the Fed noted further improvement in
the labour market along with increased household spending and business fixed investment
despite soft net exports and inflation. More recently, the Fed opted to leave the fed funds
rate unchanged in January 2016 and reiterated its expectation that future rate increases
will be gradual.

Outlook

Based on the average of six private sector forecasts as of January 4, 2016, the Ministry
assumes that the Bank of Canada will hold the overnight target rate at 0.5 per cent
until the last quarter of 2016. The rate is expected to average 0.5 per cent in 2016 and
1.0 per cent in 2017.
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Exchange rate

Chart 3.13 Interest rate forecasts
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The same six private sector forecasters anticipate that the fed funds rate will increase
slowly through 2016 and 2017. They forecast the fed funds rate to average 0.9 per cent
in 2016 and 1.9 per cent in 2017.

Canadian three month Treasury bill interest rates are expected to average 0.5 per cent
in 2016 and 1.1 per cent in 2017, according to the same six private sector forecasters.
Meanwhile, ten-year Government of Canada bond rates are forecast at 1.8 per cent in
2016 and 2.5 per cent in 2017 on average.

Table 3.4 Private Sector Canadian Interest Rate Forecasts

3-month Treasury Bill 10-year Government Bond
Average annual interest rate (per cent) 2016 2017 2016 2017
IHS Global Insight .............c.oooeenit. 0.5 1.4 1.8 2.3
CIBC o 0.4 0.7 1.7 2.3
Bank of Montreal ............................ 0.5 na 1.6 na
Scotiabank ...........cocoiiiiiii 0.5 1.1 2.0 29
TD e 0.5 0.5 1.8 2.2
RBC ..o 0.6 1.6 2.0 2.9
Average (as of January 4, 2016) ...... 0.5 1.1 1.8 25

The Canadian dollar averaged 78.2 US cents in 2015, down 12.3 US cents (or almost
14 per cent) from 2014. This depreciation continued a trend underway since late
2012 when the dollar was near parity with its US counterpart. However, the pace of
depreciation accelerated in the final months of 2014 and through 2015 alongside a
sustained pullback in commodity prices, an improving US economy, and an emerging
divergence in Canadian and US monetary policy (with two rate cuts by the Bank of
Canada and a rate increase by the US Federal Reserve). The loonie continued to trend

lower through the first few weeks of 2016, reaching 68.5 US cents on January 20, before

rising to 72.1 US cents as of February 5, 2016.

Budget and Fiscal Plan — 2016/17 to 2018/19



82 British Columbia Economic Review and Outlook

Chart 3.14 Private sector expectations for the Canadian dollar
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Outlook

On average, six private sector forecasters as of January 4, 2016 expect the Canadian dollar
to average 73.1 US cents in 2016 and 76.8 US cents in 2017. The Ministry’s exchange
rate outlook is based on these private sector forecasts.

Table 3.5 Private Sector Exchange Rate Forecasts

Average annual exchange rate (US cents/Can $) 2016 2017
IHS Global Insight .........cooiiiiiii e 75.2 79.9
CIBC e 73.0 754
Bank of Montreal ............ccoooiiiiiiiii 714 75.6
Scotiabank .........coooiiiii 72.4 75.5
L1 LN 731 76.7
RBC e 73.3 77.5
Average (as of January 4,2016) ......................coeeenns 731 76.8
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Table 3.6.1 Gross Domestic Product (GDP): British Columbia
Forecast
2014 2015 © 2016 2017 2018 2019 2020
Gross Domestic Product at Market Prices:
— Real (chained 2007 $ billions) ............ 2229 228.2 233.6 239.1 244.7 250.3 256.0
(Yochange) ............ccoooveiiiiiininn, 3.2 2.4 2.4 2.3 23 2.3 2.3
— Nominal (current prices, $ billions) ........ 237.2 245.0 254.8 265.7 277.0 289.0 3014
(Y%ochange) ......cccoevveiiiiiiiiiiein, 4.7 3.3 4.0 4.3 4.3 4.3 4.3
— GDP price deflator (2007 = 100) ........... 106.4 107.4 109.1 111.1 113.2 115.5 117.7
(% change) ......covevviiiiiiiiiiiinen 1.4 0.9 1.6 1.9 1.9 2.0 2.0
Real GDP per person (chained 2007 $) ....... 48,048 48,723 49,281 49,793 50,310 50,838 51,364
(Y%ochange) ......cccoevveiiiiiiiiiiiein, 2.0 14 1.1 1.0 1.0 1.0 1.0
Real GDP per employed person
(%o change) ......covevviiiiiiiiiiiieees 2.6 1.1 1.2 1.1 1.1 1.1 1.1
Unit labour cost' (% change) ..................... 0.6 0.9 1.5 1.7 1.7 1.7 1.7
Components of Real GDP at Market Prices (chained 2007 $ billions)
Household expenditure on
goods and SErViCeS .........ccevvevvenenannanns. 140.4 146.2 150.5 154.6 158.6 162.6 166.9
(Y%ochange) ......cccooveiiiiiiiiiiiaenn 3.5 4.1 3.0 2.7 2.5 2.6 2.6
— G00AS .t 56.5 59.6 61.2 62.6 63.9 65.3 66.6
(Y%ochange) ......cccooveiiiiiiiiiiiaenn 4.2 5.4 2.7 2.3 2.1 2.1 2.1
— SEIVICES vttt 83.8 86.5 89.3 92.0 94.5 97.2 100.1
(Y%ochange) ......cccooveiiiiiiiiiiiaenn 3.1 3.3 3.1 3.0 2.8 2.9 2.9
NPISH? expenditure on
goods and ServiCes ............ccevieiiiinnn. 34 34 34 3.4 3.4 3.5 3.5
(Y%ochange) ......cccceveiiiiiiiiiieiean 0.1 04 0.6 0.9 0.9 0.9 0.9
Government expenditure on
goods and ServiCes ..........c.ceeverenenannnn. 39.1 40.3 40.5 40.7 41.2 415 41.8
(% change) ......covvvviiiiiiiiieieeen -0.3 3.1 04 0.6 1.2 0.7 0.7
Investment in fixed capital .......................... 50.9 53.4 55.5 56.8 58.4 60.0 61.6
(% change) ......covvvviiiiiiiiieieeen 6.2 5.0 3.9 2.4 2.8 2.8 2.7
Final domesticdemand ........................... 233.6 243.1 249.7 255.4 261.3 267.3 273.4
(Yochange) ..........ccccevviiiiiiiinnnn. 34 4.1 2.7 2.3 2.3 2.3 2.3
Exports of goods and services ................... 90.3 90.6 91.9 93.9 96.2 98.7 101.3
(Y%ochange) ......cccoevveiiiiiiiiiiieienn 2.7 0.3 1.5 2.2 2.4 2.5 2.7
Imports of goods and services .................... 101.4 104.7 107.1 109.4 112.0 115.0 118.1
(Y%ochange) ......cccoevveiiiiiiiiiieinn 4.7 3.2 2.3 2.2 24 2.6 2.8
Inventory change ...l 1.5 0.2 0.1 0.2 0.1 0.2 0.3
Statistical discrepancy ................ccoiiieiennn. 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Real GDP at market prices ....................... 222.9 228.2 233.6 239.1 244.7 250.3 256.0
(Yochange) ............ccoeviiiiiininnn.. 3.2 2.4 2.4 2.3 23 2.3 2.3

" Unit labour cost is the nominal cost of labour incurred to produce one unit of real output.

2 Non-profit institutions serving households.

¢ Ministry of Finance estimate.
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Table 3.6.2 Selected Nominal Income and Other Indicators: British Columbia

Forecast
2014 2015 2016 2017 2018 2019 2020
Compensation of employees’ ($ millions) .. 118,947 122,872 ° 127,710 132,865 138,313 143,977 149,825
(Yochange) ......ccovviviiiiiiii, 3.9 3.3 3.9 4.0 4.1 4.1 4.1
Household income ($ millions) ................ 210,217 216,925 ¢ 224,743 233,565 242,619 252,073 261,843
(Y%ochange) .....cocoviiiiiiiie, 3.2 3.2 3.6 3.9 3.9 3.9 3.9
Net operating surplus ($ millions) ............ 22,374 22,080 ° 22,803 24,042 25,238 26,609 28,042
(Yochange) .....cocovviviiiiiii, 8.4 -1.3 3.7 5.0 5.0 5.4 54
Retail sales ($ millions) ......................... 66,273 70,577 © 73,577 76,295 79,029 81,847 84,768
(Y%ochange) .....cocovviiiiiiii, 5.6 6.5 4.3 3.7 3.6 3.6 3.6
Housing starts (units) .............ccoceiiiiniis 28,356 31,446 29,403 28,039 27,037 27,036 27,037
(Y%ochange) ......ocovviiiiiiii, 4.8 10.9 -6.5 -4.6 -3.6 0.0 0.0
Consumer price index (2002 = 100) ......... 118.9 120.2 122.5 124.9 127.5 130.0 132.7
(Y%ochange) .......covviiiiiiii, 1.0 1.1 1.9 20 2.0 20 2.0
' Domestic basis; wages, salaries and employers' social contributions.
¢ Ministry of Finance estimate.
Table 3.6.3 Labour Market Indicators: British Columbia
Forecast
2014 2015 2016 2017 2018 2019 2020
Population (thousands at July 1) ................ 4,638 4,683 4,741 4,802 4,863 4,924 4,984
(%o change) .....cccveveviiiiiiiiias 1.2 1.0 1.2 1.3 1.3 1.3 1.2
Net migration (thousands)
— International™ ... 34.0 32.1°¢ 35.2 39.1 39.3 39.5 40.0
— Interprovincial® ... 12.6 13.5° 13.0 12.5 12.0 12.0 12.0
—Total oo 46.6 456 © 48.2 51.6 51.3 51.5 52.0
Labour force population? (thousands) ......... 3,830 3,877 3,929 3,981 4,034 4,085 4,137
(%o change) .....cccoeveviiiiiiiiiiiiieea 1.1 1.2 1.3 1.3 1.3 1.3 1.3
Labour force (thousands) ......................... 2,425 2,458 2,488 2,517 2,550 2,585 2,615
(%o change) ......ccoevveiiiiiiiiiis 0.0 1.3 1.2 1.2 1.3 14 1.2
Participation rate® (%) .........vvveveeeeeeeeeenn. 63.3 63.4 63.3 63.2 63.2 63.3 63.2
Employment (thousands) ......................... 2,278 2,306 2,333 2,360 2,390 2,419 2,448
(% change) ......ccveveviiiiiiiiia 0.6 1.2 1.2 1.2 1.2 1.2 1.2
Unemployment rate (%) .......cccccoevveiinninnen, 6.1 6.2 6.2 6.2 6.3 6.4 6.4

! International migration includes net non-permanent residents and returning emigrants less net temporary residents abroad.

2 The civilian, non-institutionalized population 15 years of age and over.

3 Percentage of the labour force population in the labour force.
4 Components may not sum to total due to rounding.
¢ BC Stats estimate.
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Table 3.6.4 Major Economic Assumptions

Forecast
2014 2015 2016 2017 2018 2019 2020
Real GDP
Canada (chained 2007 $ billions) ......... 1,748 1,769 °© 1,793 1,828 1,866 1,905 1,945
(Y%ochange) .......ocoevveviiiiiiiiiiieen, 25 1.2 14 1.9 21 21 2.1
US (chained 2009 USS$ billions) ........... 15,962 16,342 16,701 17,085 17,478 17,880 18,292
(Y%ochange) .....c.cooovviiiiiiiiiiinn, 2.4 2.4 2.2 2.3 2.3 2.3 2.3
Japan (chained 2005 Yen frillions) ....... 526 529 533 535 541 546 552
(Y%ochange) ......covveviiiiiiiiiiiieen, -0.1 0.6 0.8 0.4 1.0 1.0 1.0
China (constant 2005 USS$ billions) ....... 5,274 5,638 5,988 6,353 6,740 7,152 7,588
(Y%ochange) ....cccovveviiiiiiiiiieeen, 7.4 6.9 6.2 6.1 6.1 6.1 6.1
Euro zone' (Yochange) ........ccocvvnennen. 0.9 14° 1.4 1.4 1.4 1.4 14
Industrial production index
US (2012 =100) ...vvenieiiiieieeeenen, 105.7 107.1 108.4 110.8 113.4 116.1 118.9
(Y%ochange) .......ocoevvevviiiiiiiiiaen, 3.7 1.3 1.2 2.2 2.4 24 2.4
Japan (2010 =100) .....oevvevenieanennn, 98.8 97.8 98.8 99.7 100.7 101.8 102.8
(Y%ochange) .....c.coovviiiiiiiiiiin, 1.9 -1.0 1.0 1.0 1.0 1.0 1.0
China (% change) .........c.cociiiiiiiinn. 8.3 6.1 5.6 5.3 5.5 5.5 5.5
Euro zone' (2010 = 100) .........cc......... 101.0 102.3 ¢ 103.8 105.2 106.7 108.2 109.7
(Y%ochange) ......cocovvvinviiiiiiiieeen, 0.8 1.3 1.4 1.4 1.4 1.4 1.4
Housing starts? (thousands)
Canada ......ccooeiiiiii 189 196 175 170 180 180 180
(Y%ochange) ....cccovveviiiiiiiiiieeen, 0.7 3.3 -10.5 -2.9 5.9 0.0 0.0
US o 1,003 1,111 1,100 1,100 1,100 1,100 1,100
(Y%ochange) ......cocovvviiiiiiiiiiin, 8.5 10.8 -1.0 0.0 0.0 0.0 0.0
Japan ... 894 909 910 860 880 880 880
(Y%ochange) .....c.coovvviiiiiiiiiiinn, -8.8 1.8 0.1 -5.5 23 0.0 0.0
Consumer price index
Canada (2002 = 100) .....cuvvvveeenenannnn. 125.2 126.6 129.1 131.7 134.3 137.0 139.8
(Yochange) ......coevvvviniiiiiiiiieeen, 2.0 1.1 2.0 2.0 2.0 2.0 2.0
Canadian interest rates (%)
3-month treasury bills ........................ 0.9 0.5 0.5 1.1 1.7 27 3.8
10-year government bonds ................. 2.2 1.5 1.8 25 3.4 4.4 5.0
United States interest rates (%)
3-month treasury bills ........................ 0.0 0.1 0.7 1.8 2.6 3.3 3.6
10-year government bonds ................. 2.5 21 2.6 3.1 3.9 4.8 5.0
Exchange rate (US cents / Canadian $) ... 90.5 78.2 73.1 76.8 79.7 81.8 82.8

British Columbia goods and services
Export price deflator (% change) .......... 3.2 26° 3.7 3.1 29 28 2.6

' Euro zone (18) is Austria, Belgium, Cyprus, Estonia, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Luxembourg, Malta,
Netherlands, Portugal, Slovakia, Slovenia and Spain.

2 British Columbia housing starts appear in Table 3.6.2.

¢ Ministry of Finance estimate.
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The Economic Forecast Council, 2016

Introduction

In accordance with the Budger Transparency
and Accountability Act, the Minister of Finance,
in preparing each year’s provincial budget,
consults the Economic Forecast Council

(the Council) on British Columbia’s economic
outlook. The Council is comprised of

13 leading economists from several of Canada’s
major banks and private research institutions.

The most recent meeting between the Minister
and Council occurred on November 27, 2015,
with forecasters presenting their estimates

for economic performance in 2015 as well as
their forecasts for 2016 and beyond. The main
issues discussed by the Council included BC’s
housing market, natural resource development
in the province, the outlook for commodity
prices amid slowing growth in China, and the
continued uneven performance of external
economies.

Subsequent to the meeting in November,
participants were welcome to submit revised
forecasts until January 6, 2016 (10 of the 13
members chose to revise). Forecast details from
the Council surveys are summarized in the
table at the end of this topic box.

British Columbia Outlook

On average, the Council estimates that BC’s
economic growth in 2015 was 2.6 per cent,
unchanged from its previous forecast from

one year ago. Council members now forecast
BC’s economy to grow by 2.7 per cent in
2016, 2.6 per cent in 2017 and by an average
of 2.4 per cent annually from 2018 to 2020.
Compared to its January 2015 projections,

the Council’s forecasts are higher for 2017 and
lower for 2016 and over the medium term (see

Chart 1).

Chart 1 — EFC Outlook for the BC Economy

BC Real GDP
_ Annual per cent change
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Source: Average of Economic Forecast Council forecasts

NOTE: Forecast from November 2014 EFC for 2017 and 2018-2020 is average growth for the
years 2017-2019.

Council members, on average, estimate that
BC’s economy grew faster than Canada’s in
2015 and expect BC’s economic growth to
continue to outpace the national average
throughout the forecast horizon (see Chart 2).

Chart 2 — EFC Outlook for BC and Canada
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The Council was upbeat about several aspects
of BC’s economy, including retail sales and
net interprovincial migration. Some members
credited the weakening Canadian dollar for
helping boost retail sales (due to increased
tourism and reduced cross border shopping),
while slowing growth in Alberta was identified
as a factor behind increased interprovincial
population flows to BC. Several members
noted that the recent resilience of the domestic
economy — as evidenced by better-than-
expected real GDP growth of 3.2 per cent

in 2014 and rising consumer confidence in
2015 — is expected to provide momentum to
economic growth going forward.
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BC’s housing market was discussed at length
by the Council. Members generally agreed
that the ongoing strength in home sales and
construction activity is based on fundamental
factors, such as low interest rates, in-migration
to the province and constrained land supply
in some regional markets. Many members
highlighted the need for reliable national data
on foreign residential investment, and advised
that any public policy action should follow a
data-driven and incremental approach. Some
members noted that initiatives to increase

the supply and density of housing in the
Greater Vancouver region could help improve
affordability. Others noted that additional
government policy measures may not be
warranted since housing activity is expected
to slow in response to eventual increases in
Canadian interest rates.

Discussions were mixed regarding BC’s natural
resource sector. Most members expected
liquefied natural gas (LNG) development

to occur in the province, but were unsure
about the timing and extent of development.
The Council expressed concern about the
persistently low prices of many of BC’s major
commodities (including copper and natural
gas) and the resulting pullback in mining

British Columbia Economic Forecast Council:

production, commodity exports and investment
in the natural resource sector.

With regard to BC’s forestry sector, several
members noted uncertainty due to the
upcoming Softwood Lumber Agreement
negotiations while others discussed long-term
fibre supply constraints due to the Mountain
Pine Beetle. However, members generally
agreed that continued improvements in the US
housing market should support the forestry
industry. Furthermore, a couple of members
noted that BC’s diversified economy has
enabled recent strength in other sectors (such
as manufacturing, trade and film) to help
counterbalance the challenges faced by some of
BC’s resource sectors.

Other topics discussed by the Council include
BC’s improving labour market (according to
the Labour Force Survey), rising asset and debt
levels among households, and the slowdown
in international migration to the province in
recent quarters. The Council also noted BC’s
prudent budgeting approach and relatively
strong fiscal position compared to other
provinces, and advised maintaining a broadly
based competitive tax environment.

Summary of BC real GDP Forecasts, annual per cent change

Average

Participant Organization 2015 2016 2017 2018-2020
Earl Sweet ...................... Bank of Montreal *............................ 25 25 24 2.0
Cameron Muir .................. BC Real Estate Association *.............. 2.7 2.8 3.0 2.9
Ken Peacock .................. Business Councilof BC *.................. 2.6 2.8 3.0 2.7
Helmut Pastrick ............... Central 1 Credit Union "..................... 33 3.0 3.1 3.2
Avery Shenfeld ................ CIBC e 2.2 2.6 25 2.2
Marie-Christine Bernard .... Conference Board ... 3.1 2.8 2.9 2.1
Arlene Kish ..................... IHS Global Insight ...............c.coenill. 2.2 2.3 2.3 2.5
Sébastien Lavoie ............. Laurentian Bank Securities .............. 24 2.3 2.4 2.6
Warren Lovely ................. National Bank *............coovevieiiiinnn... 2.4 24 2.3 na
Craig Wright ................... RBC e 2.9 2.8 29 2.2
Warren Jestin .................. Scotiabank ... 23 23 24 25
Ernie Stokes ................... Stokes Economic Consulting ............. 25 3.6 2.8 1.9
Derek Burleton ................ TD 2.5 2.4 2.1 2.0
AVEIAGE ... 2.6 2.7 2.6 2.4
Standard Deviation ... 0.3 04 0.3 04

! Updated subsequent to the November 27, 2015 meeting.
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Canadian Outlook

The Council’s estimates for growth in
Canadian real GDP average 1.2 per cent in
2015, while its forecasts average 1.8 per cent
for 2016, 2.2 per cent for 2017 and

2.1 per cent annually from 2018 to 2020.

Members expect real GDP growth in Canada
to lag behind both BC and the US in the
coming years, in part due to ongoing weakness
and restructuring in the oil industry. Many
Council members identified upcoming federal
fiscal policies and infrastructure projects as key
medium-term issues for BC and highlighted
opportunities for negotiations between the
federal and provincial governments going
forward. Members also discussed topics related
to Canada’s aging population, including
retirement savings, health transfers, and an
expected slowdown in the long-term potential
output (productive capacity) of provincial
economies.

International Outlook

On average, Council members estimate that
US real GDP increased by 2.4 per cent in
2015 and forecast growth of 2.6 per cent for
2016, 2.5 per cent for 2017 and 2.3 per cent
on average during the 2018 to 2020 period.

Similar to last year, participants noted a
divergence between the economic performance
of the US and the rest of the world. Several
members assessed the outlook for the US
economy to be considerably brighter than
other major economies and, as a result, expect
the Federal Reserve to increase US interest
rates while other countries’ central banks cut
rates or expand quantitative easing programs

in an attempt to stimulate their economies.
A couple of members noted that the resulting
impact on global capital flows and exchange
rates poses a potential risk to some emerging
markets that had previously benefitted from
global investor funds when the US economy
had been relatively weak.

China was discussed as well, with members
expecting real GDP growth to continue to
slow over the medium-term as the economy
transitions from investment and exports towards
domestic consumption as the main driver of
growth. While the Council noted that slowing
growth in China will likely weigh on global
commodity prices and demand for BC exports,
a couple of members pointed out that the
Trans-Pacific Partnership agreement presents
substantial opportunities for BC in the coming
years as Canada’s Pacific gateway.

Canadian Dollar

Consistent with previous forecasts, participants
produced divergent forecasts for the value of the
Canadian dollar in 2016, with estimates ranging
from 69.0 US cents to 79.2 US cents. For

2017, projections ranged from 70.0 US cents

to 82.0 US cents and from 75.0 US cents to
87.0 US cents over the 2018 to 2020 period.

Chart 3 — EFC Outlook for the Dollar
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Forecast Survey — Participants’ Opinions

All figures are based 2015 2016 2017 2018 to 2020
on annual averages Range Average "? Range Average ' Range Average "? Range Average %3
British Columbia
Real GDP (% change) ..........c.ccccueen.. 22-33 2.6 (13) 23-36 2.7 (13) 2.1-31 2.6 (13) 1.9-3.2 24 (12)
Nominal GDP (% change) .................... 20-55 3.8(13) 3.7-47 4.3 (13) 42-52 4.8 (13) 3.7-55 4.5(12)
GDP Deflator (% change) ..................... -03-23 1.2 (13) 0.7-21 1.7 (13) 19-28 2.1(13) 16-26 2.1(12)
Real business non-residential
investment (% change) .................ccc.co.... -143-3.5 -1.2 (8) 1.2-296 9.8 (8) 21-20.8 8.6 (8) -1.5-9.0 4.0 (8)
Real business machinery and

equipment investment (% change) ....... -3.0-3.7 -1.0(7) 1.5-134 5.3(7) 25-10.5 5.9 (7) 0.7-7.0 3.7(7)
Household Income (% change) .............. 32-53 4.1(9) 35-5.6 4.3(9) 35-56 4.5(9) 32-55 4.3(9)
Net Migration (thousand

PEISONS) ...t 27.0-45.0 356 (9) 37.5-48.0 41.7(9) 36.0-491 43.3(9) 35.0- 543 45.1(9)
Employment (% change) ...................... 07-14 1.1 (13) 0.7-2.0 1.4 (13) 0.7-2.0 1.3 (13) 09-2.0 1.3 (12)
Unemployment rate (%) «.......c.ccceervenee. 59-6.2 6.0 (13) 57-64 6.0 (13) 55-6.1 5.8 (13) 42-60 5.5(12)
Net operating surplus

of corporations (% change) ................ -18.5-17.8 0.3 (5) -1.7-8.9 3.0 (5) 0.0-9.0 3.8 (5) -1.6-5.5 3.0 (5)
Housing starts (thousand

UNIES) .o 29.8 - 33.1 31.4(13) 28.7-33.9 30.9 (13) 26.7-34.7 29.5(13) 24.0-34.0 28.7 (12)
Retail sales (% change) 54-75 6.7 (11) 3.8-6.2 4.8 (11) 28-53 4.2 (11) 3.1-55 4.1 (11)
Consumer price index (% change) .......... 09-13 1.1 (13) 1.5-21 1.8 (13) 16-22 1.9 (13) 1.7-22 2.0 (12)
United States
Real GDP (% change) ..........ccccceovenee.. 22-25 2.4 (18) 23-29 2.6(13) 20-30 2.5 (13) 20-27 23(12)
Intended Federal Funds

1At (%0) «ovvveeeiiii e 0.06 - 0.31 0.20 (12) 0.60-1.13 0.85(12) 1.12-275 1.66 (12) 2.00-3.50 2.87 (11)
Housing starts (million units) ................. 1.11-1.17 1.13(11) 1.15-1.46 129 (11) 1.30-1.75 1.42(11) 1.30-1.90 1.49 (11)
Canada
Real GDP (% change) .........cccccvvue..... 1.0-13 1.2 (13) 1.6-2.1 1.8 (13) 17-26 2.2 (13) 1.8-25 2.1(12)
Bank of Canada overnight

target rate (%) ......ocooviiiiiiii, 0.48 - 0.69 0.61(12) 0.40-0.63 0.51(12)  0.50-1.69 0.92(12) 1.10-3.42 2.37 (11)
Exchange rate (US cents/C$) ... 76.9-79.0 78.2(13) 69.0-79.2 73.5(13) 70.0-82.0 77.2(13) 75.0-87.0 80.8 (12)
Housing starts (million units) ................. 0.18-0.20 0.19 (13) 0.18-0.20 0.19 (13) 0.16-0.21 0.18(13) 0.17-0.21 0.18 (11)
Consumer price index (% change) .......... 1.0-1.4 1.1 (13) 16-22 1.9 (13) 16-22 2.0 (13) 19-21 2.0 (12)

" Based on responses from participants providing forecasts.
2 Number of respondents shown in parenthesis.

3 Participants provided an average forecast for 2018 to 2020.
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Part 4: 2015/16 UPDATED FINANCIAL FORECAST
(THIRD QUARTERLY REPORT)

Introduction
Table 4.1 2015/16 Forecast Update
First Second Third
Budget Quarterly Quarterly Quarterly
($ millions) 2015 Report Report Report
REVENUE ..o 46,365 46,739 46,743 46,992
EXPENSE ..o (45,831) (46,212) (46,228) (46,365)
Allocation to the BC Prosperity Fund .................c......... - - - (100)
Surplus before the BC Prosperity Fund
and forecast allowance ......................coo 534 527 515 527
BC Prosperity Fund ..........ccooiiiiii - - - 100
Forecast allowance ..............coooviiiiiiiiiii (250) (250) (250) (250)
SUMPIUS ... 284 277 265 377
Capital spending:
Taxpayer-supported capital spending ...............coeeeenenne. 3,731 3,867 3,693 3,631
Self-supported capital spending .................cceeeeeeeeinnnnn. 2,518 2,537 2,522 2,604
6,249 6,404 6,215 6,235
Provincial Debt:
Taxpayer-supported debt .............coooiiiiiiiiiiii 43,182 42,325 42,121 42,709
Self-supported debt ..........cocoiiiiiii 22,528 22,189 22,211 22,331
Total debt (including forecast allowance) .................. 65,960 64,764 64,582 65,290
Taxpayer-supported debt to GDP ratio:
As previously forecast ...................cocoi, 17.4% 17.2%
Impact of Statistics Canada update ........................... 0.1% 0.1%
Restated and updated projections ........................ 17.5% 17.3% 17.2% 17.4%
Taxpayer-supported debt to revenue ratio ................... 95.4% 92.5% 92.1% 92.7%

The third quarter fiscal outlook for 2015/16 forecasts a surplus of $377 million —

$112 million higher than the projection in the second Quarterly Report. The improved
outlook is largely due to forecasted increase in taxation revenue with partially offsetting
impacts in other revenue sources and new spending on priority initiatives over the
remainder of the fiscal year.

Chart 4.1 2015/16 operating results — changes from second Quarterly Report

$ millions Surplus increased by $112 million
(71)
(42)
362
212 o
(212) (44) ) 377
119
265
Second Higher Lower Other Priority lower other Other expense Forecast Third
Quarterly taxation Comercial revenue initiatives statutory changes allowance Quarterly
Report revenue Crown net reductions spending unchanged Report
income
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Table 4.2 2015/16 Financial Forecast Changes

($ millions)

2015/16 surplus — Budget 2015 (February 17, 2015) ..., 284 284
2015/16 surplus — first Quarterly Report (September 15,2015) ..............................o 277
2015/16 surplus — second Quarterly Report (November 24,2015) ................................... 265

Q1 Q2 Q3 Total

Update Update Update Changes

Revenue changes:

Personal income tax — mainly higher 2014 tax assessSments ..........cccceeeveveeiieeeiiieee s, 246 3) 185 428
Corporate income tax — changes in federal government instalments and
prior-year adjustment, reflecting 2014 tax assessments ..........ccccevveeeiiiieeeiiee e 128 18 12 158
Provincial sales tax — higher 2014/15 actual and year-to-date results .. 40 (5) 1 36
Harmonized sales tax — related to prior years ........cccccoviieiiieeninene - - (50) (50)
Property transfer tax — stronger year-to-date sales results ..............ccooeriiniiiniiiicnieenic e, 200 150 212 562
Other taxation SOUICES .......iuieii et e et e et eeneee e (24) - 2 (22)
Natural gas royalties — lower prices, partially offset by lower utilization of royalty programs ... (124) (35) (34) (193)
Coal, metals and minerals — mainly lower coal prices and production ............c.cccceeieveniieenenen. (20) - 4 (16)
Forests — higher Softwood Lumber Agreement border tax and logging tax revenue,
partly offset by lower timber tenure stumpage rates ...........cccoooeiiiiiieiie e 45 (38) 9) (2)
Other NALUFAI FESOUICES .......oiuiiiiiiiiii ettt ettt ettt ettt e b b e nbennes 4 (12) (8) (16)
Fees, investment earnings and miscellaneous sources — lower revenue from
investment earnings and miscellaneous revenue partly offset by higher fee revenue ......... (50) 17) 1) (68)
Health and social transfers — mainly changes in BC share of the total population and
prior years entitlement ... ..o e (11) 12 3 4
Other federal government transfers — mainly changes in transfers to taxpayer supported
Crowns and SUCH sector entities ..........c.ovuiiiiiii e 19 (13) 3 9
Commercial Crown agencies operating results:
ICBC — mainly increased Claims COSES .......cuuiiiiiiiiiiie it (101) (98) (136) (335)
Other commercial Crown agencies CRANGES ..........c..ccoueueeveveueeiereeeeeteeereres e 22 45 65 132
Total revenue changes ... 374 4 249 627
Less: expense increases (decreases):
Consolidated Revenue Fund changes:
Statutory spending:
Direct Fire / fire management COSES .......coouiiiiiiiiiiiie e, 317 (95) 88 310
Emergency program related COSES ..ot 13 3 64 80
BC Training and Education Savings grant — higher anticipated eligibility . 9 - 42 51
Teachers' Pension Plan liability adjustment ... 60 - (60) -
Elections BC ......coooiiveiiiieeceecee e 3 - - 3
BC TIMDEI SAIES ... e - 6 (2) 4
Innovative Clean Energy FUN ..o - - 13 13
Other statutory spending - - 14 14
Refundable tax credit transfers ..o 65 97 (66) 96
Prior year liability @adjustments ........ ..o - (13) (20) (33)
Management of public debt (net) — reflects lower interest rates and revisions to
scheduled DOrTOWING ........eeiiiiee e (78) (1) - (79)
Eliminations between appropriations and spending funded by third party recoveries .. (38) 20 45 27
(Increase) decrease in operating transfers to service delivery agencies ...........ccccoceveneriencns (30) (51) (45) (126)
Changes in spending profile of service delivery agencies:
School districts — higher operating expenses due to enroliment .............ccccovvvieeniieniee s 3) - 45 42
Universities — higher amortization and operating costs ...........cccccccee... 23 - 4 27
Colleges — higher amortization, operating and wage settlement costs.. 11 - 26 37
Health authorities and hospital societies ..........cccccoccceiiiiiviie e, 75 52 11 138
Other service deliVEry 8QENCIES ............cccvceiuiiveeeeeeeeeee ettt ea e eaeanen (46) (2 (22) (70)
Total eXPENSEe INCrEASES ........c.iviiiiiiit i e enes 381 16 137 534
SUbtotal ... (7) (12) 112 93
Reduction in forecast allowance ... - - - -
TOtAl ChANGES .......oooeceeeeeeeeeee ettt e e e (7) (12) 112 93
2015/16 surplus — first Quarterly REPOIt ....................ccoeiiuiiiiiiiiieiiii e 277
2015/16 surplus — second Quarterly REPOIt ................cc..cccuvuuuiiiieieiiiiiiee e e e 265
2015/16 surplus — third Quarterly RepOIt ..................ccccoouiiiiiieiiiiieieiiee e, 112 377
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Revenue

Expense

Other changes from the second Quarterly Report discussed below include a $20 million
increase in capital spending and a $588 million increase in taxpayer-supported debt.

Total government revenue is now forecast to be $249 million higher than the second
Quarterly Report. Major changes include:

* a $362 million improvement in taxation revenue, mainly in personal income tax due
to higher 2014 tax assessment results and property transfer tax due to stronger housing
sales, partially offset by a reduced HST entitlement for prior years;

* a $47 million reduction in natural resource revenue, mainly reflecting lower natural
gas and Mid-C electricity prices as well as lower forest stumpage rates;

* a $71 million decrease in commercial Crown corporations’ net incomes, resulting
from a further reduction in ICBC’s net income as a result of continuing increases in
estimated claims costs, partially offset by higher net income from Liquor Distribution
Branch; and

* a $5 million increase in federal transfers and other taxpayer- supported revenue.

Table 4.2 provides a detailed breakdown of changes in the revenue by quarter from

Budget 2015.

Total government spending is now forecast to be $137 million higher than the second
Quarterly Report. The spending changes include $212 million in new priority initiatives
partially enabled by the proposed Budget Measures Implementation Act 2016. These
include:

* $95 million for new wildfire management initiatives;
* $65 million in new spending for emergency prevention and preparedness;

* $39 million to expand the eligibility under the BC Training and Education Savings
Program to include children born in 2006; and

 $13 million in program spending under the Innovative Clean Energy Fund.

Separate from these targeted initiatives, there is a net reduction in expenses of $85 million
relating to:

e $119 million in lower statutory spending, including lower tax credits ($66 million),
the removal of the Teacher’s Pension Plan liability adjustment due to improved results
in the latest actuarial report ($60 million), and other changes (up $7 million); and

* $20 million in prior year liability adjustments;

partially offset by:
* $45 million increase in spending recovered from third parties; and
* $19 million in net service delivery agency spending changes (increased spending offset

by higher operating transfers from government).

Table 4.2 provides a detailed breakdown of changes in the operating results by quarter
from Budger 2015.
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Contingencies

Budger 2015 included a Contingencies vote allocation of $350 million in 2015/16 to
help manage unexpected costs and pressures as well as fund priority initiatives. The
Contingencies forecast is unchanged in the third Quarterly Report forecast.

Government Employment (FTEs)

The level of government employment for 2015/16 remains unchanged at 27,000 from
the second Quarterly Report.

Provincial Capital Spending

Capital spending is projected to total $6.2 billion in 2015/16 — $20 million higher than
the forecast in the second Quarterly Report (see Table 4.3).

Taxpayer-supported capital spending is $62 million lower than in the second Quarzerly
Report, mainly due to changes in the timing of capital expenditures in government
ministries, health and self-funded post-secondary projects.

The reduction in spending on taxpayer-supported projects was more than offset by

an increase in self-supported capital spending, which was up $82 million from the
second Quarterly Report forecast, mainly due to a shift in timing of capital spending for
BC Hydro’s Site C Clean Energy project.

Table 4.3 2015/16 Capital Spending Update

($ millions)
2015/16 capital spending — Budget 2015 (February 17,2015) ........................ 6,249 6,249
2015/16 capital spending — first Quarterly Report (September 15, 2015) ......... 6,404
2015/16 capital spending — second Quarterly Report (November 24, 2015) ..... 6,215
Q1 Q2 Q3 Total

Update Update Update Changes

Taxpayer-supported changes:

Primarily higher routine capital maintenance spending by health authorities ........... 109 - - 109
Self-funded post-secondary institution spending ..o 103 (29) 17) 57
Lower BC Transit spending due to timing changes ................ccoooiiiiiiiinnnan.n. (60) - - (60)
Health project scheduling changes ... - (55) (33) (88)
Primarily timing of Federal contributions to transportation projects ...................... - (61) - (61)
Scheduling changes for government ministry projects ..............c.cooviiiiiiiiiinnn, - - (37) (37)
Other net adjustments to capital project SChedules ..............c..uueeeeeeeeeeeeaeaeeeeen, (16) (29) 25 (20)
Total taxpayer-supported ............couiiuiiiiei e, 136 (174) (62) (100)
Self-supported changes:
Project scheduling changes on the Port Mann Bridge/Highway 1 ....................... 19 - - 19
BC Lotteries — shift to operating expense reflecting revised technology solutions .. - (15) - (15)
BC Hydro — shift in timing of capital spending on Site C Clean Energy project ...... - - 103 103
ICBC — lower capital spending due to a shift in timing of capital expenditures ....... - - (16) (16)
Other self-supported capital spending changes .............ccccoevviiiiiiiiiiiiiiieens - - 5) (5)
Total Self-SUPPOEA . ....ieeiie e e 19 (15) 82 86
Total CRANGES .......ooii it 155 _ (189) 20 (14)
2015/16 capital spending — first Quarterly Report ........................cccociiiiinnn. 6,404
2015/16 capital spending — second Quarterly Report .....................cccoooveinni. 6,215
2015/16 capital spending — third Quarterly Report .....................c..coeveienan... 6,235 6,235
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Provincial Debt

The provincial debt, including the $250 million forecast allowance, is projected to total
$65.3 billion by the end of the fiscal year — $708 million higher than the projection in the
second Quarterly Report.

Table 4.4 2015/16 Provincial Debt Update

($ millions)
2015/16 provincial debt — Budget 2015 (February 17,2015) ..................... 65,960 65,960
2015/16 provincial debt — first Quarterly Report (September 15, 2015) ...... 64,764
2015/16 provincial debt — second Quarterly Report (November 24, 2015) .. 64,582
Q1 Q2 Q3 Total

Update Update Update Changes

Taxpayer-supported changes:
Government operating:

— lower debt level from 2014/15 ......oooiiiiiii e (161) - - (161)
— higher opening cash balance ..o (421) - - (421)
— improved CRF operating results and cash flows ............cccccoiiiiiniiininnn, (112) (160) (41) (313)
— improvement in cash management .............coooiiiiie i - - (120) (120)
—Other Changes ... e, (51) (16) 30 (37)
— net financing requirements prior to year end ............ccocooeiiiiiiii e - - 700 700
Total operating debt ChANGES ........c.c.ocueeveeieieeeeeeeeeeeeeee e (745) (176) 569 (352)
Capital debt:
— Net reduction due to lower 2014/15 debt levels and timing changes .......... (125) - - (125)
— lower contributions from external parties ...............c.cooii 108 7 58 173
— changes in internal financing and project schedules.............................. (95) (35) (39) (169)
Total capital debt ChANGES ........c.c.ovreeeeeeeeeeeeeeeeeeeee e (112) (28) 19 (121)
Total taxpayer-supported .................ccooiiiiiiiiiiiieeiee e (857) (204) 588 (473)
Self-supported changes:
— lower debt level from 2014/15 .....ooooeiieiieee e (388) - - (388)
—change in capital Spending ...........ccooiiiiiiii 19 (15) 82 86
— changes in internal finanNCiNg .............ccooeiiiiiie e, 30 37 38 105
Total self-supported ... (339) 22 120 (197)
TOtal CRANGES ... (1,196) (182) 708 (670)
2015/16 provincial debt — first Quarterly Report ...........................ccooeeni. 64,764
2015/16 provincial debt — second Quarterly Report ................................ 64,582
2015/16 provincial debt — third Quarterly Report ..........................c.oeene. 65,290 65,290

Taxpayer-supported debt is projected to be $42.7 billion — $588 million higher than the
projection in the second Quarterly Report. The increase is mainly due to higher financing
needs prior to year-end in anticipation of borrowing requirements early in 2016/17.

Taxpayer-supported capital debt is now forecasted to end the fiscal year $19 million
higher compared to the second Quarterly Report. The increase is mainly due to lower
contributions from external parties, partially offset by net changes in internal financing
sources and capital project spending due to project scheduling changes.

Self-supported debt is projected to be $22.3 billion - $120 million higher than the
projection in the second Quarterly Report mainly due to accelerated capital spending
on power generation projects partly offset by lower borrowing requirements due to
improvements to operating cash flows in the transportation sector.

Budget and Fiscal Plan — 2016/17 to 2018/19



96 2015/16 Updated Financial Forecast (Third Quarterly Report)

The forecast allowance of $250 million remains unchanged from the second Quarterly
Report to mitigate risks of fluctuations for the remainder of the fiscal year.

Details on changes in provincial debt by quarter are shown in Table 4.4.

Risks to the Fiscal Forecast

There are a number of risks and pressures to the fiscal plan including risks to the BC
economic outlook, which are largely due to the continued uncertainty surrounding
global economic activity. Forecasted revenues, expenditures, capital spending and debt
are estimates based on a number of economic, financial and external factors. Variables
will change throughout the year as new information becomes available, with potentially
material impacts.

Revenues can be volatile due in part to the influence of the cyclical nature of the natural
resource sector in the economy. Changes in energy or commodity prices, such as natural
gas and lumber, may have a significant effect on revenue and the fiscal forecast. In
addition, personal and corporate income tax assessments for the 2014 tax year will not
be finalized until March 2016 and could result in further revenue and tax credit transfer
spending adjustments.

The spending forecast contained in the fiscal plan is based on ministry and service delivery
agency plans and strategies. Changes to planning assumptions, such as utilization or
demand rates for government services in the health care, education, or community social
services sectors, and costs associated with natural disaster response represent the main

spending risks.

In addition, capital spending and debt figures may be influenced by a number of factors
including design development, procurement activity, weather, geotechnical conditions
and interest rates. As a result, the actual operating surplus, capital expenditure and debt
figures may differ from the current forecast throughout the remainder of the fiscal year.

The potential fiscal impact from these risks is covered by the $350 million Contingencies
vote and the $250 million forecast allowance.
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Supplementary Schedules

The following tables provide the financial results for the nine months ended

December 31, 2015 and the 2015/16 full-year forecast.

Table 4.5 2015/16 Operating Statement

Year-to-Date to December 31 Full Year
2015/16 Actual 2015/16 Actual
($ millions) Budget Actual Variance 2014/15 Budget Forecast Variance 2014/15
ReVeNUE ... 34,162 34,795 633 33,755 46,365 46,992 627 46,122
EXPENSE ...viiniiiii e (33,356) (33,442) (86) (32,031) (45,831) (46,365) (534)  (44,439)
Allocation to the BC Prosperity Fund ............... - = - - - (100) (100) -
Surplus before the BC Prosperity Fund
and forecast allowance .............................. 806 1,353 547 1,724 534 527 (7) 1,683
BC Prosperity Fund ..........ccccoiiiiiiiiiiiinenn - - - - - 100 100 -
Forecast allowance ...................cc.c...ooevvee... - = - - (250) (250) - -
SUIPIUS ..o 806 1,353 547 1,724 284 377 93 1,683
Accumulated surplus beginning of the year ...... 2,602 3,252 650 1,346 2,602 3,252 650 1,346
Accumulated surplus before comprehensive
INCOME ...eeiei e 3,408 4,605 1,197 3,070 2,886 3,629 743 3,029
Accumulated other comprehensive income
from self-supported Crown agencies ............ 23 (675) (698) 97 30 (901) (931) 223
Accumulated surplus end of period 3,431 3,930 500 3,167 2,916 2,728 (188) 3,252
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Table 4.6 2015/16 Revenue by Source

Year-to-Date to December 31 Full Year
2015/16 Actual 2015/16 Actual
($ millions) Budget Actual Variance 2014/15 Budget Forecast  Variance 2014/15
Taxation
Personalincome ............ccooiiiiiiiiiiinn. 5,944 6,176 232 5,900 7,948 8,376 428 8,076
Corporate inComMe ........cocoevveeininennannnns. 1,697 1,768 71 1,698 2,630 2,788 158 2,635
SaleS | e 4,616 4,677 61 4,389 5,970 5,956 (14) 5,762
FUEl e 725 730 5 714 934 941 7 932
Carbon ... 899 866 (33) 873 1,261 1,216 (45) 1,198
TODACCO «.vuveieeieeee e 591 577 (14) 583 770 755 (15) 752
Property .......oooiiii 1,666 1,645 (21) 1,577 2,225 2,206 (19) 2,154
Property transfer ...l 748 1,149 401 847 928 1,490 562 1,065
INsurance Premium ............c.ceevveeeennnnnns. 345 383 38 343 460 510 50 482
17,231 17,971 740 16,924 23,126 24,238 1,112 23,056
Natural resources
Natural gas royalties ................ccoceeenenn. 256 129 (127) 439 344 151 (193) 493
FOrests .....cooviiiiiiiiiiccea 564 626 62 506 835 833 (2) 754
Other natural resources?.........cceveevevn... 1,129 1,173 44 1,281 1,578 1,546 (32) 1,690
1,949 1,928 (21) 2,226 2,757 2,530 (227) 2,937
Other revenue
Medical Services Plan premiums .............. 1,784 1,809 25 1,691 2,399 2,425 26 2,254
Other fees and licences > ......cc.ocvveevein. 2,298 2,421 123 2,274 3,235 3,350 115 3,171
Investment earnings ...............ccocoeiieanln. 939 802 (137) 861 1,137 1,143 6 1,203
Miscellaneous * ...............ccoooviiieii, 2,180 2,165 (15 1,910 3,161 2,946 (215) 2,804
7,201 7,197 (4) 6,736 9,932 9,864 (68) 9,432
Contributions from the federal government
Health and social transfers ...................... 4,606 4,610 4 4,366 6,142 6,146 4 5,827
Other federal government contributions®.... 1,080 966 (114) 931 1,504 1,513 9 1,499
5,686 5,576 (110) 5,297 7,646 7,659 13 7,326
Commercial Crown corporation net income
BC Hydro ......coovviiiiiiiiii, 330 349 19 368 653 653 - 581
Liquor Distribution Branch ....................... 712 816 104 762 881 970 89 935
BC Lotteries (net of payments to the
federal government) .............cooeeveiienne. 898 992 94 929 1,206 1,221 15 1,245
ICBC . e 176 (19) (195) 533 210 (125) (335) 657
Transportation Investment Corporation (Port
Mann) ..o (72) (56) 16 (59) (101) (86) 15 (89)
51 41 (10) 39 55 68 13 42
2,095 2,123 28 2,572 2,904 2,701 (203) 3,371
Totalrevenue .......................ccceeieieean... 34,162 34,795 633 33,755 46,365 46,992 627 46,122

" Includes provincial sales tax and harmonized sales tax/social services tax/hotel room tax related to prior years.

2 Columbia River Treaty, other energy and minerals, water rental and other resources.

3 Post-secondary, healthcare-related, motor vehicle, and other fees.

“ Includes reimbursements for health care and other services provided to external agencies, and other recoveries.

5 Includes contributions for health, education, community development, housing and social service programs, and transportation projects.
6 Amount represent ICBC's earnings during government's fiscal year.

7 Includes Columbia Power Corporation, BC Railway Company, Columbia Basin Trust power projects, and post-secondary institutions self-supported
subsidiaries.
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Table 4.7 2015/16 Expense by Ministry, Program and Agency '
Year-to-Date to December 31 Full Year
2015/16 Actual 2015/16 Actual
($ millions) Budget Actual Variance 2014/15 2 Budget Forecast Variance 2014/15 2
Office of the Premier .............cccceeeeiiiiiinnnn.n. 7 7 - 7 9 9 - 8
Aboriginal Relations and Reconciliation .... 55 77 22 65 87 87 - 84
Advanced Education .......................... 1,439 1,436 (3) 1,470 1,961 1,961 - 2,007
Agriculture ..o 67 57 (10) 65 80 80 - 78
Children and Family Development ................. 1,008 1,011 3 974 1,379 1,379 - 1,338
Community, Sport and Cultural Development .. 193 207 14 189 228 228 - 222
Education ..........oooiiiiiiiiii 4,100 4,087 (13) 3,894 5,498 5,549 51 5,395
Energy and Mines 19 20 1 21 28 41 13 30
Environment .............. 103 106 3 95 150 150 - 133
Finance ............coo 144 101 (43) 96 234 248 14 247
Forests, Lands and Natural Resource
Operations .........c.oeeeeeeiiieiiieiieiieeeennn 461 643 182 637 608 922 314 836
Health ..o 13,021 12,849 (172) 12,479 17,444 17,444 - 16,934
International Trade 39 38 (1) 38 49 49 - 33
Jobs, Tourism and Skills Training .................. 146 153 7 140 196 196 - 196
JUSHICE oo 357 362 5 344 473 473 - 458
Natural Gas Development ...........ccccoeevvvieeeennns 367 330 (37) 299 444 444 - 401
Public Safety and Solicitor General 500 498 (2) 479 669 669 - 657
Small Business and Red Tape Reduction ....... 3 2 ) 1 3 3 - 3
Social Development and Social Innovation ...... 1,931 1,964 33 1,898 2,594 2,594 - 2,529
Technology, Innovation and Citizens' Services . 352 356 4 324 479 479 - 452
Transportation and Infrastructure .................. 625 627 2 612 844 924 80 853
Total ministries and Office of the Premier 24,937 24,931 (6) 24,127 33,457 33,929 472 32,894
Management of public funds and debt ............ 961 883 (78) 924 1,267 1,188 (79) 1,198
ContingenCies ........c.ieeniiiiiiiieieieeeeens - 4 4 - 350 350 - 264
Funding for capital expenditures ................... 537 427 (110) 509 1,001 855 (146) 860
Refundable tax credit transfers ..................... 728 869 141 619 975 1,071 96 864
Legislative and other appropriations ............... 100 90 (10) 87 133 136 3 125
Subtotal ... 27,263 27,204 (59) 26,266 37,183 37,529 346 36,205
Elimination of transactions between
appropriations 2 .........coeeveiveeeeeeeeieee, (11) (11) - (28) (20) (16) 4 (17)
Prior year liability adjustments ...................... - (8) (8) (a7 - (33) (33) (130)
Consolidated revenue fund expense ............ 27,252 27,185 (67) 26,221 37,163 37,480 317 36,058
Expenses recovered from external entities ..... 1,943 2,003 60 1,854 2,675 2,704 29 2,668
Funding provided to service delivery agencies . (16:522) = (16,439) 83  (15,846)  (22,477) (22,463) 14 (21,734)
Total direct program spending ..................... 12,673 12,749 76 12,229 17,361 17,721 360 16,992
Service delivery agency expense
School districts .........ccocoiiiiiiiii, 4,148 4,227 79 3,687 5,786 5,828 42 5,339
Universities .................. 3,072 2,991 (81) 2,976 4,252 4,279 27 4,119
Colleges and institutes 806 836 30 821 1,130 1,167 37 1,151
Health authorities and hospital societies ......... 9,885 9,928 43 9,670 13,446 13,584 138 13,154
Other service delivery agencies .................... 2,772 2,71 (61) 2,648 3,856 3,786 (70) 3,684
Total service delivery agency expense .......... 20,683 20,693 10 19,802 28,470 28,644 174 27,447
Total expense ..............cooeviiiiiiiiiiiiiieenn, 33,356 33,442 86 32,031 45,831 46,365 534 44,439

' Reflects government's organization that was in effect at December 31, 2015.

2 Restated to reflect government's current accounting policies.

% Reflects payments made under an agreement where an expense from a voted appropriation is recorded as revenue by a special account.
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Table 4.8 2015/16 Expense By Function

Year-to-Date to December 31 Full Year
2015/16 Actual 2015/16 Actual
($ millions) Budget Actual Variance 2014/15 " Budget Forecast Variance 2014/15"
Health:
Medical Services Plan 3,102 3,100 (2) 3,013 4,282 4,267 (15) 4,136
Pharmacare ..........oeeeeeeee e 984 1,051 67 887 1,144 1,144 - 1,120
Regional Services ...............ccoeeevvvvnneeea. 9,657 9,465 (192) 9,158 12,849 12,877 28 12,404
Other healthcare expenses 2.................... 572 510 (62) 520 786 792 6 699
14,315 14,126 (189) 13,578 19,061 19,080 19 18,359
Education:
Elementary and secondary ..................... 4,404 4,462 58 4,149 6,259 6,345 86 6,064
Post-secondary .........cc.ccoeeiiiiiiiiiiiniannen. 3,833 3,804 (29) 3,729 5,454 5,487 33 5,349
Other education expenses®................... 323 267 (56) 305 A77 476 Q) 414
8,560 8,533 (27) 8,183 12,190 12,308 118 11,827
Social services:
Social assistance 2°..........c..cceeiiveieei, 1,186 1,220 34 1,196 1,605 1,605 - 1,589
Child welfare2..........c.oooeeeieeeeeee e, 922 964 42 814 1,258 1,256 (2) 1,144
Low income tax credit transfers ................ 184 184 - 183 245 237 (8) 248
Community living and other services ......... 681 674 (7) 649 901 905 4 881
2,973 3,042 69 2,842 4,009 4,003 (6) 3,862
Protection of persons and property ............. 1,108 1,081 (27) 1,034 1,423 1,511 88 1,446
Transportation ...........ccocoveiiiiiiiieiiiiaenne. 1,215 1,197 (18) 1,152 1,713 1,679 (34) 1,608
Natural resources and economic
development ..o 1,359 1,694 335 1,475 1,867 2,333 466 2,191
Other .o 948 907 (41) 912 1,290 1,244 (46) 1,288
Contingencies .........c.coeeiiiiiiiiiiiiaeeeans - - - - 350 350 - -
General government ..............ccceeeevevunnns 978 972 (6) 982 1,280 1,279 (1) 1,360
Debt Servicing ...........ccoeevveiiiieiiiieiieeenns 1,900 1,890 (10) 1,873 2,648 2,578 (70) 2,498
Total eXpense .............cccoeevveiviiinneninnnnn. 33,356 33,442 86 32,031 45,831 46,365 534 44,439

" Restated to reflect government's current organization and accounting policies.

2 Payments for healthcare services by the Ministry of Social Development and Social Innovation and the Ministry of Children and Family Development made

on behalf of their clients are reported in the Health function.

¢ Payments for training costs by the Ministry of Social Development and Social Innovation made on behalf of its clients are reported in the Education function.
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Table 4.9 2015/16 Capital Spending
Year-to-Date to December 31 Full Year
2015/16 Actual 2015/16 Actual
($ millions) Budget Actual Variance 2014/15 Budget Forecast Variance 2014/15
Taxpayer-supported
Education
School districts .........ccocoviiiiiiiinn 361 306 (55) 318 481 486 5 420
Post-secondary institutions ................. 518 413 (105) 382 691 748 57 718
Health ..., 737 415 (322) 471 983 1,003 20 900
BC Transportation Financing Authority ..... 706 710 4 673 941 892 (49) 822
BC Transit ......ccoevvieeniieieeeeeeeee 89 42 (47) 47 119 53 (66) 83
Government operating (ministries) .......... 257 152 (105) 198 392 354 (38) 326
Housing " ....oooeiie e 65 82 17 - 87 66 (21) 107
Other2. ..o 28 18 (10) 87 37 29 (8) 31
Total taxpayer-supported .................... 2,761 2,138 (623) 2,176 3,731 3,631 (100) 3,407
Self-supported
BCHydro ......coceovviiiiiiiieiiieee 1,715 1,567 (148) 1,589 2,234 2,337 103 2,169
Columbia River power projects °.............. 18 13 (5) 18 24 19 (5) 28
Transportation Investment Corporation
(PortMann) .......cccoveiiiiiiiceen, 12 21 9 66 16 36 20 76
BC RaIl ...uvvviiiiiicii 4 3 1) 3 5 4 1) 5
1] = 85 72 (13) 66 115 99 (16) 88
BC Lottery Corporation ......................... 68 50 (18) 47 90 75 (15) 69
Liquor Distribution Branch ..................... 25 11 (14) 13 34 34 - 25
Other ... - = - - - > - 28
Total self-supported ........................... 1,927 1,737 (190) 1,802 2,518 2,604 86 2,488
Total capital spending ........................ 4,688 3,875 (813) 3,978 6,249 6,235 (14) 5,895

" Includes BC Housing Management Commission and Provincial Rental Housing Corporation.

2 Includes BC Pavilion Corporation and other service delivery agencies.

3 Joint ventures of the Columbia Power Corporation and Columbia Basin Trust.

4 Includes post-secondary institutions self-supported subsidiaries.
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Table 4.10 2015/16 Provincial Debt '

Year-to-Date to December 31 Full Year
2015/16 Actual 2015/16 Actual
($ millions) Budget Actual Variance 2014/15 Budget Forecast Variance 2014/15
Taxpayer-supported debt
Provincial government operating ....... 9,245 7,325 _(1,920) 8,055 8,420 8,068 (352) 9,280
Other taxpayer-supported debt
(mainly capital)
Education ?
Post-secondary institutions ® ............. 4,651 4,615 (36) 4,445 4,686 4,715 29 4,518
School districts ............coceeiiiiinl. 7,870 7,904 34 7,497 7,956 7,991 35 7,600
12,521 12,519 (2) 11,942 12,642 12,706 64 12,118
Health 2%, ..o, 6,911 6,764 (147) 6,312 7,036 6,962 (74) 6,522
Highways and public transit
BC Transit .......cccooeeieiiiiiieen. 157 107 (50) 126 168 157 (11) 123
BC Transportation Financing
Authority 5. 9,110 9,030 (80) 8,393 9,312 9,252 (60) 8,428
Public transit ... 1,000 1,000 - 1,000 1,000 1,000 - 1,000
SkyTrain extension ......................... 1,174 1,174 - 1,174 1,174 1,174 - 1,174
11,441 11,311 (130) 10,693 11,654 11,583 (71) 10,725
Other
BC Immigrant Investment Fund .......... 341 321 (20) 433 311 300 (11) 414
BC Pavilion Corporation ................... 386 379 (7) 381 387 383 (4) 381
Provincial government general capital . 1,932 1,848 (84) 1,564 1,995 1,912 (83) 1,698
Social housing ®.........ccoooeeiiviiieeei, 726 719 (7) 774 706 769 63 715
Other ..o 31 26 () 30 31 26 ®) 27
3,416 3,293 (123) 3,182 3,430 3,390 (40) 3,235
Total other taxpayer-supported ....... 34,289 33,887 (402) 32,129 34,762 34,641 (121) 32,600
Total taxpayer-supported debt............. 43,534 41,212 (2,322) 40,184 43,182 42,709 (473) 41,880
Self-supported debt
Commercial Crown corporations
BC Hydro .......coouveiiiiiii 17,562 17,713 151 16,599 18,013 17,815 (198) 16,544
BC Lotteries ..........coeeviiiiiiiiiiiiiiinns 155 220 65 156 155 146 9) 140
Columbia Power Corporation ............. 300 296 (4) 300 293 296 3 300
Columbia River power projects ®.......... 457 447 (10) 464 457 457 - 464
Post-secondary institutions'
subsidiaries ...........ocoiiiiiiii 198 225 27 200 198 222 24 222
Transportation Investment
Corporation (Port Mann) ................ 3,362 3,412 50 3,328 3,371 3,361 (10) 3,335
Other .o 43 34 €)] 44 41 34 @ 35
Total self-supported debt .................... 22,077 22,347 270 21,091 22,528 22,331 (197) 21,040
Forecast allowance ............................ - = - - 250 250 - -
Total provincial debt ........................... 65,611 63,559 (2,052) 61,275 65,960 65,290 (670) 62,920

" Debt is after deduction of sinking funds and unamortized discounts, and excludes accrued interest. Government direct and fiscal agency accrued interest is
reported in the government's accounts as an accounts payable.

2 Includes debt and guarantees incurred by the government on behalf of school districts, universities, colleges and health authorities/hospital societies (SUCH),
and debt directly incurred by these entities.

3 Post-secondary institutions' debt includes public-private partnership obligations of $nil for the nine months ended December 31, 2014, $15 million for the nine
months ended December 31, 2015, $7 million for fiscal 2014/15 and $24 million for fiscal 2015/16.

4 Health facilities' debt includes public-private partnership obligations of $1,233 million for the nine months ended December 31, 2014, $1,350 million for the
nine months ended December 31, 2015, $1,272 million for fiscal 2014/15 and $1,433 million for fiscal 2015/16.

5BC Transportation Financing Authority debt includes public-private partnership obligations of $1,104 million for the nine months ended December 31, 2014,
$1,166 million for the nine months ended December 31, 2015, $1,130 million for fiscal 2014/15 and $1,159 million for fiscal 2015/16.

® Includes the BC Housing Management Commission and the Provincial Rental Housing Corporation. Social housing debt includes public-private partnership
obligations of $61 million for the nine months ended December 31, 2014, $85 million for the nine months ended December 31, 2015, $66 million for fiscal
2014/15 and $88 million for fiscal 2015/16.

" Includes service delivery agencies, student loan guarantees, loan guarantees to agricultural producers, guarantees issued under economic development and
home mortgage assistance programs and loan guarantee provisions.

8 Joint ventures of the Columbia Power Corporation and Columbia Basin Trust.
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Table 4.11 2015/16 Statement of Financial Position
Actual Year-to-Date Forecast
March 31, December 31, March 31,
($ millions) 2015 2015 2016
Financial assets

Cash and temporary investments ... 3,676 2,499 2,997

Other financial @SSets ..........coiiiiiii 9,136 9,146 9,342

SINKING FUNAS ... e 977 1,024 1,678

Investments in commercial Crown corporations:

Retained €arnings .......ooiiiii 8,271 7,695 7,352
Recoverable capital [0aNS .............ccuuiiuiiiiiee e 20,317 21,639 21,616
28,588 29,334 28,968
42,377 42,003 42,985

Liabilities

Accounts payable and accrued liabilities ... 8,312 7,231 8,354

DEfEITEA FEVENUE ... . e aaeaes 9,809 9,784 9,360

Debt:

Taxpayer-supported debt ....... ..o, 41,880 41,212 42,709
Self-supported debt ....... .o 21,040 22,347 22,331
FOrecast alloWaNnCe ..........cc.iiuiiiiii e - - 250

Total provincial debt ... ..o 62,920 63,559 65,290
Add: debt offset by sinking funds ... 977 1,024 1,678
Less: guarantees and non-guaranteed debt ....................cooeiiiiiiinennnnl. (739) (723) (730)

Financial statementdebt ....... ... 63,158 63,860 66,238

81,279 80,875 83,952
Net liabilities ....... ... (38,902) (38,872) (40,967)
Capital and other non-financial assets
Tangible capital assets .........coviiiiii 39,028 39,621 40,505
Other non-financial assets ..........ocoiiiiiii 3,126 3,181 3,190
42,154 42,802 43,695
Accumulated SUrPIUS ........ ... 3,252 3,930 2,728
Changes in Financial Position
Year-to-Date Forecast
December 31, March 31,
($ millions) 2015 2016
(Surplus) deficit for the period ... (1,353) (377)
Comprehensive income (iNCrease) dECrEASE ..........iuiuiuiiiii i 675 901
(Increase) decrease in accumulated surplus ... (678) 524
Capital and other non-financial asset changes:

Increase in taxpayer-supported capital investments ..o 2,138 3,631
Less: amortization and other accounting Changes ...............ovieiiiiiiiiiiiiiiieee e (1,545) (2,154)
Change in net capital @SSets ..........coiiiiiiiii 593 1,477

Increase (decrease) in other non-financial @SSets ................ccooiieiiiiiiiii i 55 64

648 1,541
Increase (decrease) in net liabilities ......................cocooooiiiiiiiiie e, (30) 2,065
Investment and working capital changes:

Increase (reduction) in cash and temporary investments ................coiiii (1,177) (679)

Increase in total investment in commercial Crown corporations:

Increase (decrease) in retained €arNiNgs .........c.ouiiiiiiiiii (576) (919)
Self-supported capital INVESIMENTS ... ... 1,737 2,604
Less: loan repayments and other accounting changes .................cceeeviiieeeeiiieeeeiiieeeee, (415) (1,3095)
746 380

Other working capital Changes ... 1,163 1,314
732 1,015

Increase (decrease) in financial statementdebt ............................ 702 3,080
(Increase) decrease in sinking fund debt ........ ... (47) (701)
Increase (decrease) in guarantees and non-guaranteed debt .................cccccceveeeeeeeeieeennn. (16) 9
Increase (decrease) in total provincialdebt ...................... 639 2,370

Budget and Fiscal Plan — 2016/17 to 2018/19






APPENDIX

AT Tax EXPEndItUres .....ceeviiiririiniinieiitet ettt sttt 106
Al.1 Personal Income Tax — Tax EXPenditures ........ccocevueiririiriiininicieinicsicene et 108
Al.2 Corporate Income Tax — Tax EXpenditures .......c.ccoevevvevieiininiiiiiiniieireeieesceeseeee e 109
Al.3 Property Taxes — Tax EXPenditures ..........ccecivivieiiiiniiniiiiiiiniciiiiceceieeeeeeeeee e 109
Al.4 Consumption Taxes — Tax EXpenditures ........cococeriviiiiiiiiiiniinininiecteeeccscseseseee e 110
A2 Interprovincial Comparisons of Tax Rates — 2016 .....ccooevveiririeiiinenieinineieeeeeeeeseeeesieees 111
A3 Comparison of Provincial and Federal Taxes by Province — 2016 ......cccoevveiiinrenieinenieinenieienne 112
A4 Interprovincial Comparisons of Provincial Personal Income Taxes Payable — 2016 ....................... 114
A5 Material Assumptions — REVENUE ......ceeiiiiriiriniiiiiiicieetcesese et 115
A6 Natural Gas Price Forecasts — 2016/17 t0 2018/19 ..oouiruiieiiniiniiieinieniciecniceeeeteeeeeie e 120
A7  Material Assumptions — EXPEnse ......ccooivueieiriinieiiiinicieiniccencsceet et 121
A8 Operating Statement — 2009/10 t0 2018/19 ....cciiiiiiiiiiiiiiiii 123
A9  Revenue by Source — 2009/10 t0 2018/19 ..cuovviiiiiiiiiiiiiiiiiiiici e 124
A10 Revenue by Source Supplementary Information — 2009/10 t0 2018/19 ...oovevveiviineieencnieineenes 125
A1l Expense by Function — 2009/10 t0 2018/19 ....eoveuiiuiriiiiiriinieirierieieteteieeetesveeeie e 126
A12 Expense by Function Supplementary Information — 2009/10 t0 2018/19 ....ccovevvivinecininicnnnns 127
A13 Full-Time Equivalents (FTEs) 2009/10 t0 2018/19 ...ceecuiiiriininininineeieiciesieniesie et 128
Al4 Capital Spending — 2009/10 t0 2018719 .......rreeeeeeeeeeeeeeeeeeeeeeeeeseesessesesseseeseceeeseeseeeeeeeseeesssessssee 129
A15 Statement of Financial Position — 2009/10 t0 2018/19 ....ccuiiiiviirieriniinieieieiesiesiesee et 130
A16 Changes in Financial Position — 2009/10 t0 2018/19 ....ccoviiiiiiiniiiiiieicieeceeeeeeeeseseeeae 131
A17 Provincial Debt —2009/10 t0 2018/19 ..oouiiiiriiriiiiiieieieecteseseee ettt 132
A18 Provincial Debt Supplementary Information — 2009/10 t0 2018/19 ....ccevivveieinenieiienienieenienes 133
A19 Key Provincial Debt Indicators — 2009/10 t0 2018/19 ...c.ovuivieiririeiiinieicieeniceeeseneeese e 134

Budget and Fiscal Plan — 2016/17 to 2018/19



106 Appendix

Al: Tax Expenditures
Introduction

A tax expenditure is the reduction in revenues from delivering government programs or
benefits through the tax system. Tax expenditures are usually made by offering special tax
rates, exemptions, or tax credits. Governments introduce tax expenditures primarily to
achieve social policy objectives such as transfers to lower-income families or to promote
economic development and job creation.

Reporting tax expenditures improves government accountability by providing a more
complete picture of government activities. The tax expenditure appendix does not include
tax expenditures introduced or expanded in Budget 2016. These are described in Part 2:
Tax Measures. Beginning with Budger 2012, refundable tax transfers are accounted for in
a voted appropriation. This change does not affect the reporting of tax expenditure costs
in the following tables.

The Role of Tax Expenditure Programs

Using the tax system to deliver programs can reduce administration costs and compliance
costs for recipients. In certain situations, the tax system allows intended beneficiaries to
be readily identified from information that is already collected. In these cases, setting up
a separate expenditure program would result in costly overlap and duplication of effort.
An example is the BC low income climate action tax credit, which is delivered through
the income tax system. If this were a direct provincial expenditure program, a provincial
agency or office would have to be established to duplicate much of the work already done
by the Canada Revenue Agency. In addition, it would require individuals to undertake a
separate, time-consuming application process to qualify for the benefit.

There are, however, several potential drawbacks to tax expenditure programs. First, their
overall cost often receives less public scrutiny than is the case for spending programs
because annual budget appropriations by the legislature are not typically required.
Second, tax expenditure programs do not always effectively target those who are
intended to benefit from them. Some tax expenditure programs that are intended to
provide tax relief for lower-income earners may, in reality, confer the greatest benefit

on higher-income earners who pay the most taxes. Finally, costs are often more difhcult
to control under a tax expenditure program because the benefits tend to be more
open-ended and enforcement is often more difficult than for spending programs.

Tax Expenditure Reporting
Not all tax reductions, credits, exemptions and refunds are classed as tax expenditures.

The emphasis is on tax reductions, credits, exemptions and refunds that are close
equivalents to spending programs. By implication, the list does not include tax measures
designed to meet broad tax policy objectives such as improving fairness in the tax system,
or measures designed to simplify the administration of a tax. The list also does not include
anything that is not intended to be part of a tax base.

Tax expenditures that cost less than $2 million are generally not included.
Where practical, smaller items have been presented together as an aggregate figure.
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British Columbia Tax Expenditures
The following tables report tax expenditure estimates.

The cost of individual tax expenditures cannot be added together to reach a total tax
expenditure figure for two reasons:

* in some cases the programs interact with one another so that eliminating one program
could increase or decrease the cost of another; and

* climinating certain tax expenditure programs could change the choices taxpayers
make, which in turn would affect the cost estimates.

The estimates for each tax expenditure are based on a static analysis of the costs and do
not take into account any behavioural changes, which could change the costs over time.
In addition, estimates are generally recalculated each year using current data sources and
using refinements to the methods of estimation that can result in significant changes to
the value of a given tax expenditure from prior years’ reports.

In Table A1.1, Personal Income Tax — Tax Expenditures, the list of tax expenditures
delivered through the income tax system has been separated into two sub-categories.

* Provincial Measures: This includes all major tax expenditures that are under provincial
policy control.

e Federal Measures: British Columbia shares the cost of some federal income tax
expenditure programs because, under the tax collection agreement between
British Columbia and the federal government, the Province has agreed to maintain
a consistent income tax base with the federal government in the interest of reducing
administration and compliance costs.
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Table A1.1 Personal Income Tax — Tax Expenditures

2015/16
Estimated Cost

($ millions)
Personal Income Tax
Provincial Measures

BC early childhood tax benefit ....... ... 137
BC low income climate action tax Credit ............ooiiiii 192
=1 (=TS = Qe (=Y [ USSR 54
Training tax credit 9
Venture capital tax credit 21
BC mining flow-through share tax Credit ... ... ..o 10
Political contributions taxX Credit .............ooi e 4
BC seniors' home renovation tax Credit......... ..o 1
Provincial non-refundable credits: '
* Charitable donations tax Credit ............ooouiiiiiiiiiie e et 200
* Tax credits for tuition and edUCAtioN ... 47
« Tax credits for persons with disability and medical eXpenses ..., 79
* Pension income tax credit ... . 25
* Credit for persons age 65 and OIAET .......coouiiiiiiii e et 68
» Married and equivalent-to-married Credits ..........cc.oii i 86
« Tax credit for Canada Pension Plan contributions ... 162
* Tax credit for Employment Insurance premiums paid ... . 56
* Children's fitness and arts tax Credits ..........uiiiiiiiiii e 8
Federal Measures 2
* Pension iNCOME SPILHING ....o.veiiiiiee et e 67
* Child care expense dedUCHION ..........cooiiiiii e e e e e e e e e et e et e e e e e e e re e ae e neaanens 48
» Exemption from capital gains for small businesses and family farms .. 71
+ Deduction for residents of northern and isolated areas ...........c.ccooeveiiii i 10
* Non-taxation of business-paid health and dental benefits ............ccccooii 98
* TaX-Free SaVviNgSs ACCOUNLS ... ..ttt ettt et e e e e e e e e e enenen 29
+ Registered Retirement Savings Plans: *
e exemption for — CONribULIONS ..o 385
—iNVEStMENT arNINGS .....viiiit e e e 506
« taxation of 12 Te =117 P (264)
LI = | PP 627
+ Registered Pension Plans: *
e exemption for — contribUtioNS ....... ..o 685
—investment earnings ... 735
» taxation of —WIthAraWalS ..........ouuiiii e 399
o] =1 T PP 1,021

1 Provincial non-refundable credits are generally based on estimates of credit claims by British Columbia residents.

2 These measures are federal measures but the estimates show only the provincial revenue loss. Each measure is calculated from the 2014 federal costs
as reported in the Government of Canada's Tax Expenditures and Evaluations 2014 by applying British Columbia residents' share of the measure and
the relevant tax rates, and increasing by projected household income growth. Certain tax expenditure items have been excluded where no data were
available or the amounts were immaterial.

w

Registered retirement savings plans and registered pension plans are treated in the same way as in the federal tax expenditure report. The tax
expenditure associated with these plans is presented as the amount of tax that would otherwise be paid in the year of deferral, were the deferral not
available. However, this type of estimate overstates the true costs of these preferences because taxes are eventually paid, including tax on investment
earnings. An estimate that does not overstate these costs would, however, be difficult to develop and would require some largely speculative
assumptions.
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Table A1.2 Corporate Income Tax — Tax Expenditures

2015/16
Estimated Cost
($ millions)

Corporate Income Tax '

Charitable donations deAUCION 2 .............cveiieie ettt e e e e e e e e e e e e e aaees 36

Training tax Credit 3 ...... e e e 5

Film and television tax credits:

« Film Incentive BC tax credit * .............oeieuniieie e,
» Production services tax credit ®.............ooooeiiiiii e
Total ..o, 491

International business activities tax refund ®..............ocooooi oo 20

Scientific research and experimental development tax credit” ........................ 131

Mining exploration tax Credit® ... ..o 1

Interactive digital media tax credit % ...........coooiiiiiiiiii e 33

1 Includes prior year adjustments for refundable tax credits.

2 The deduction offered for corporate charitable donations is a federal measure, but the estimate shows only the provincial revenue loss. This is
calculated from the 2014 federal cost as reported in Government of Canada's Tax Expenditures and Evaluations 2014 by applying British Columbia's
share of corporate taxable income and the relevant tax rates to the federal estimate and increasing it by corporate income tax revenue growth.

3 Includes prior year adjustment of -$5 million.

4 Includes prior year adjustment of +$16 million.

5 Includes prior year adjustment of +$53 million.

6 Includes employee income tax refunds.

7 Includes prior year adjustment of -$7 million.

8 Includes prior year adjustment of -$39 million.

9 Includes prior year adjustment of -$12 million.

Table A1.3 Property Taxes — Tax Expenditures

2015/16
Estimated Cost
($ millions)

School and Rural Area Property Tax

Assessment exemption of $10,000 for industrial and business properties ' ...............cccoeiiiiiiieiinn... 8

Overnight tourist accommodation assessment relief ' .............c.ccooioieiiie oo e 3

HOME OWNET GFANTZ ...ttt e ettt ettt et et et e s st e e e e e e e e e eeeeeees 804

Property Transfer Tax

Exemption for first-time home DUYEIS ........coueiiiiie e e aeans 929

Exemptions for the following:

* Property transfers between related individUals ..............oooiiiiiiiiiiie e 93
* Property transfers to municipalities, regional districts, hospital districts,

library boards, school boards, water districts and educational institutions .............ccccccccoiiininnes 1
* Property transfers to charities registered under the Income Tax Act (Canada) ..........cccccceeeuueee.. 9

1

2 The home owner grant includes the northern and rural home owner benefit.

Estimates are for the 2015 calendar year and include only school and rural area property taxes levied by the Province.
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Table A1.4 Consumption Taxes — Tax Expenditures

2015/16
Estimated Cost

($ millions)

Fuel Tax '
Tax exemption for alternNative TUEIS ... e e ean 15
Tax exemption for international flights (J&T fUEI) .........oooiiiiiiiii e 16
Tax exemptions for farmers 2 et 8

Provincial Sales Tax '
Exemptions for the following items:

* Food (basic groceries, snack foods, candies, soft drinks and restaurant meals) ............................ 1,154
* Residential energy (electricity, natural gas, fuel Oil, €1C.) ......ccooeviiiiii 236
* Prescription and non-prescription drugs, vitamins and certain other health care products .................. 206
* Children's clothing and fOOIWEAN ...........eeiiiiiiiiee e e e e et e e eeaas 45
* Clothing patterns, fabrics and NOLIONS ..........cooiiiiiiii e e 9
* SpeCified SChOOI SUPPIES ... .veiiiiiiie ettt e 25
* BOOkS, Magazines and NEWSPAPETS ........uuuuuiiiiieiaeeeaeiieieeeeeaaeeassaeenaaeee e e e e e re et e e eeaereeeenanenenens 39
* Basic telephone and Cable SEIVICE ......c.cieii it e e e 72
* "1-800" and equivalent telEPhONE SEIVICES .......coiiiiiiiiiieeee e e e 2
* Specified safety EQUIPIMENT ..ottt e n e e 24
« Labour to repair major household appliances, clothing and footwear .................cccooiiiiiiiiiniinn, 9
* Livestock for human consumption, and feed, seed and fertilizer ............c.cocoiiiiiiiiiiiii i, 52
* Specified energy conservation @qUIPMENT .............oiiiiiiiiiiiee e 17
L = 0= PSP 12

' Estimates are based on Statistics Canada data and/or administrative data.
2 Estimate accounts for both motor fuel tax and carbon tax.
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Table A2 Interprovincial Comparisons of Tax Rates — 2016
(Rates known and in effect as of February 3, 2016)

Prince  Newfound-

British. Alberta Saskat- Manitoba Ontario Quebec New. Nov.a Edward  land and
Tax Columbia chewan Brunswick  Scotia
Island Labrador
Corporate income tax
(per cent of taxable income)
Generalrate ' .................. 11 12 12 12 11.5 11.9 12 16 16 14
Manufacturing rate 2 .......... 1" 10 10 12 10 11.9 12 16 16 5
Small business rate........... 2.5 3 2 0 4.5 8 4 3 45 3
Small business threshold
($000S)...ccevneeeiieeeiien 500 500 500 450 500 500 500 350 500 500
Corporation capital tax (per cent)
Non-financial.................... Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil
Financial......................... Nil Nil 0.7/3.25 6 Nil Nil 4 4 5 5
Health care premiums/month ($)
L .3 . . . . up to . . . .
Individual/family *............. 75/150 Nil Nil Nil Nil 83/167 Nil Nil Nil Nil
Payroll tax (per cent) ........... Nil Nil Nil 215 1.95 4.26 Nil Nil Nil 2
Insurance premium tax
(percent)® ..o, 2-4.4 2-3 3-4 2-3 2-3.5 3.48 2-3 3-4 35 4
Fuel tax (cents per litre) ©
Gasoline .. v 2117 13.0 15.0 14.0 21.2 28.1 221 23.7 20.5 23.1
Diesel......coveiiiiiiiiiieenns 22.67 13.0 15.0 14.0 21.0 29.3 28.7 23.3 28.0 23.8
Sales tax (per cent) ”
Generalrate..................... 7 Nil 5 8 8 9.975 8 10 9 8
Tobacco tax (dollars per
carton of 200 cigarettes) ®....... 47.80 50.00 55.05 67.80 34.27 29.80 52.16 61.25 59.09 54.84

' Effective April 1, 2016, New Brunswick will increase its general corporate income tax rate to 14 per cent.

2 In British Columbia (and some other provinces) the general rate applies to income from manufacturing and processing. In Quebec, the rate for
manufacturing corporations eligible for the small business rate is 4 per cent; the rate for other manufacturing corporations is the general rate. Effective
April 1, 2016, New Brunswick will increase its manufacturing rate to 14 per cent.

: British Columbia has a two-person rate of $136 in 2016. Effective beginning January 1, 2017, the calculation of MSP premiums will no longer include
children. Rates will be based on the number of adults in a household. The rate for a single adult will be $78 and the rate for a couple will be $156. British
Columbia provides premium assistance in the form of lower rates or an exemption from premiums for lower-income individuals and families. Quebec levies
a health contribution that varies with income and is capped at a maximum of $1,000 annually per adult for higher-income earners. The Quebec health
contribution will be phased out beginning in 2017 and will be completely eliminated by 2019. Ontario levies a health premium, as part of its provincial
personal income tax system, of up to $900 per year.

* Provinces with payroll taxes provide payroll tax relief for small businesses. Quebec also levies a compensation tax of up to 4.48 per cent on salaries and

wages paid by financial institutions.

® Lower rates apply to premiums for life, sickness and accident insurance; higher rates apply to premiums for property insurance including automobile

insurance. In Manitoba, Ontario, Quebec, and Newfoundland and Labrador, specific sales taxes also apply to certain insurance premiums, except, generally

those related to individual life and health.

% Tax rates are for regular fuel used on highways and include all provincial taxes payable by consumers at the pump. The British Columbia rate includes 6.75

cents per litre dedicated to the BC Transportation Financing Authority and the carbon tax rates of 6.67 cents per litre for gasoline and 7.67 cents per litre for
diesel. The British Columbia rates do not include regional taxes that effectively increase the gasoline and diesel tax rates by 11 cents per litre in the South
Coast British Columbia transportation service region and by 3.5 cents per litre in the Capital Regional District. The tax rates for Ontario, Quebec, New
Brunswick, Nova Scotia, Prince Edward Island, and Newfoundland and Labrador include provincial sales tax based on average pump prices as of January
2016. Quebec's tax rates do not include increased or reduced regional tax rates, such as an additional tax of 3 cents per litre on gasoline for the Montreal
area.

7
Tax rates shown are statutory rates. Ontario, Quebec, New Brunswick, Nova Scotia, Prince Edward Island, and Newfoundland and Labrador have
harmonized their sales taxes with the federal GST. New Brunswick will increase its provincial portion of HST to 10 per cent July 1, 2016. Alberta imposes a
4 per cent tax on short-term rental accommodation.

8
Includes estimated provincial sales tax in all provinces except British Columbia, Alberta and Quebec.
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Table A3 Comparison of Provincial and Federal Taxes by Province — 2016

Prince New-
. British Columbia  Alberta f::v';?n Manitoba ~ Ontario  Quebec Bm’\r‘z‘\:”ick S’\‘;‘;Iaa El(sjl\;/ra“rjd f‘“‘;::ja“d
Labrador
Two Income Family of Four - $90,000 ($)
1. Provincial Income Tax 3,164 4,152 3,850 5,861 3,697 7,451 5,995 6,829 6,855 5,351
Net Child Benefits............ccccoeeiiiin (660) 68 0 - 0 (2,222) 0 0 -- 0
2. Property Tax - GroSS............ccc.unne... 4,014 3,406 4,826 3,812 5,339 5,418 5,244 4,405 3,716 3,046
Neto 3,444 3,406 4,826 3,112 5,339 5,418 5,244 4,405 3,716 3,046
3. 8aleS TaX .. oiuueiieiieeieeieeiieeieeans 1,514 0 1,205 1,838 2,145 2,711 2,159 2,607 2,113 2,109
4. Fuel Tax.......... . 218 195 225 210 318 422 332 356 308 347
5. Net Carbon Tax ........ccovevueenneennnnnnn, 236 -- -- -- -- -- - -- - --
6. Provincial Direct Taxes..................... 7,916 7,821 10,107 11,021 11,498 13,780 13,729 14,197 12,992 10,852
7. Health Care Premiums/Payroll Tax..... 1,800 -- -- 1,935 1,755 4,134 - -- - 1,800
8. Total Provincial TaX...........cccoceeveunnns 9,716 7,821 10,107 12,956 13,253 17,914 13,729 14,197 12,992 12,652
9. Federal Income TaX...........c.ccooeeeennnes 8,023 8,023 8,023 8,023 8,023 7,998 8,023 8,023 8,023 8,023
10. Net Federal GST.......cccovvvivinniinnnnn. 1,427 1,513 1,467 1,328 1,376 1,294 1,359 1,314 1,359 1,328
11, Total TaX...ooveeieeiiieeeieeeeeeee 19,165 17,357 19,597 22,308 22,652 27,205 23,112 23,534 22,374 22,003
Two Income Family of Four - $60,000
1. Provincial Income Tax...................... 1,295 1,657 870 2,729 1,006 3,345 3,251 3,531 3,788 2,836
Net Child Benefits... (660) (705) 0 - 0 (3,322) 0 0 - 0
2. Property Tax - Gross..............cceeevn... 2,922 2,764 3,216 3,082 3,830 3,724 2,916 2,764 2,956 2,096
SNeto 2,352 2,764 3,216 2,382 3,830 3,724 2,916 2,764 2,956 2,096
3. SalES TaX.. . iieiieeeii e 1,234 0 1,012 1,543 1,769 2,388 1,782 2,173 1,672 1,746
4. Fuel TaX...oooviieiiiieiii e 218 195 225 210 318 422 332 356 308 347
5. Net Carbon Tax ........ 208 -- -- -- -- -- - -- - --
6. Provincial Direct Taxes.............c....... 4,646 3,911 5,322 6,863 6,923 6,557 8,280 8,823 8,724 7,025
7. Health Care Premiums/Payroll Tax..... 1,800 -- -- 1,290 1,170 2,693 - -- - 1,200
8. Total Provincial TaX..........ccccuvvvvneinns 6,446 3,911 5,322 8,153 8,093 9,250 8,280 8,823 8,724 8,225
9. Federal Income TaX.............ccoeeeeennnes 4,230 4,230 4,230 4,230 4,230 4,213 4,230 4,230 4,230 4,230
10. Net Federal GST.......ccoevvvnieiiiinaeennn, 1,163 1,277 1,232 1,115 1,155 1,146 1,122 1,095 1,128 1,100
11, Total TaX..oovevieiieeei e 11,838 9,418 10,784 13,498 13,478 14,608 13,631 14,148 14,081 13,554
Two Income Family of Four - $30,000
1. Provincial Income TaX.............c..c..c... 0 0 (680) (449) (643) (3,179) 33 364 724 0
Net Child Benefits..............ccccoceeennnt (660)  (2,023) 0 - (2,019)  (3,587) (52) 0 -- 0
2. Property Tax - Gross.. 2,922 2,764 3,216 3,082 3,830 3,724 2,916 2,764 2,956 2,096
Neto 2,352 2,764 3,216 2,382 3,830 3,724 2,916 2,764 2,956 2,096
3. 8aleS TaX...uiiueiieiieeieeieeiee e 976 0 771 1,236 418 2,133 1,410 1,710 1,227 1,381
4. Fuel TaX.. oo 145 130 150 140 212 281 221 237 205 231
5. Net Carbon Tax ........ccovevvniiieinnninnn, (126) -- -- -- -- -- - -- - --
6. Provincial Direct Taxes................ . 2,687 871 3,456 3,309 1,796 (628) 4,527 5,075 5,112 3,709
7. Health Care Premiums/Payroll Tax..... 0 - - 645 585 1,278 - - - 600
8. Total Provincial TaX...........cccoeeeveunnns 2,687 871 3,456 3,954 2,381 650 4,527 5,075 5,112 4,309
9. Federal Income TaX..........ccccoeeevunnnes 496 496 496 496 496 488 496 496 496 496
10. Net Federal GST........ccoevvnivinniennnen. 84 180 102 58 144 194 52 26 50 34
11, Total TaX. o oveeieeiiieeeeeeeee e 3,267 1,547 4,054 4,508 3,021 1,331 5,075 5,597 5,658 4,839
Unattached Individual - $25,000
1. Provincial Income TaX...................... 327 366 445 702 266 (162) 672 943 1,412 1,025
2. Property TaX......ocoovviiiniiiiiiiiiniinns -- -- - -- - -- - -- - --
3. 8aleS TaX .. iiueiieiieei e 469 0 388 596 496 927 730 881 589 690
4. Fuel Tax.......... . 145 130 150 140 212 281 221 237 205 231
5. Net Carbon Tax ........ccovevuneinneinnnnnnn, (49) -- -- -- -- -- - -- - --
6. Provincial Direct Taxes..................... 892 496 983 1,438 974 1,046 1,623 2,062 2,206 1,946
7. Health Care Premiums/Payroll Tax..... 154 - - 538 488 1,165 - - - 500
8. Total Provincial TaX...........cccooeevennnes 1,045 496 983 1,976 1,462 2,211 1,623 2,062 2,206 2,446
9. Federal Income TaX..........ccccoeeevunnnns 1,422 1,422 1,422 1,422 1,422 1,415 1,422 1,422 1,422 1,422
10. Net Federal GST........cc.oevvnivinniennnnn. 56 87 67 33 48 35 43 27 31 18
11, Total TaX...ooveeieeiiieeiieee e 2,524 2,006 2,472 3,431 2,932 3,661 3,088 3,511 3,659 3,886
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Table A3 Comparison of Provincial and Federal Taxes by Province — 2016

Prince New-
o British Columbia  Alberta f:j;;tn Manitoba ~ Ontario  Quebec Bru’::’vick S'\';‘:; Elgl\;/:(rjd fOUZgLa”d
Labrador
Unattached Individual - $80,000 ($)

1. Provincial Income TaX...................... 3,982 5,175 6,561 7,039 5,108 9,000 7,558 8,392 8,075 6,605
2. 1,999 2,736 3,489 4,553 3,712 4,944 2,371 3,631 2,724 2,151
1,429 2,736 3,489 3,853 3,712 4,944 2,371 3,631 2,724 2,151
3. 1,114 0 880 1,342 1,656 1,938 1,637 1,966 1,588 1,608
4. 218 195 225 210 318 422 332 356 308 347

5. Net Carbon Tax .... . 186 - -- -- -- -- -- -- -- --
6. Provincial Direct Taxes..................... 6,928 8,106 11,155 12,444 10,794 16,303 11,897 14,344 12,695 10,711
7. Health Care Premiums/Payroll Tax..... 900 - -- 1,720 1,560 3,608 - - -- 1,600
8. Total Provincial Tax 7,828 8,106 11,155 14,164 12,354 19,911 11,897 14,344 12,695 12,311
9. Federal Income Tax.. 10,198 10,198 10,198 10,198 10,198 10,166 10,198 10,198 10,198 10,198
10. Net Federal GST 1,127 1,184 1,100 1,016 1,060 932 1,034 993 1,035 1,016
11, Total TaX.....ovveieniiiiiineeecee 19,153 19,487 22,453 25,377 23,613 31,010 23,129 25,535 23,928 23,525

Senior Couple with Equal Pension Incomes - $30,000

1. Provincial Income TaX............c......... 0 0 (489) (1,116) (1,583) (1,227) 0 (255) 0 0
2. Property Tax - GrosS.............ceeeunnee. 2,922 2,764 3,216 3,082 3,830 3,724 2,916 2,764 2,956 2,096
SNet 2,077 2,764 3,216 2,240 3,830 3,724 2,916 2,764 2,956 2,096
3. Sales Tax... 858 0 676 1,174 861 1,674 1,314 1,638 1,137 1,353
4. Fuel Tax.. 145 130 150 140 212 281 221 237 205 231
5. Net Carbon Tax .... . (57) - -- -- -- -- -- - -- --
6. Provincial Direct Taxes..................... 3,023 2,894 3,552 2,438 3,320 4,453 4,451 4,384 4,298 3,680
7. Health Care Premiums/Payroll Tax..... 0 - -- - - - - - - -
8. Total Provincial Tax 3,023 2,894 3,552 2,438 3,320 4,453 4,451 4,384 4,298 3,680
9. Federal Income Tax 0 0 0 0 0 0 0 0 0 0
10. Net Federal GST.........cccvveviniinnnnnnn. 321 349 318 350 318 279 282 280 298 307
11, Total TaX...ioveiiiieiieeiieeie e 3,345 3,243 3,870 2,788 3,638 4,732 4,733 4,664 4,595 3,987

Personal Income Tax

® Income tax is based on basic personal credits, applicable credits and typical major deductions at each income level. Quebec residents pay federal income tax less an abatement of
16.5 per cent of basic federal tax. This abatement has been used to reduce Quebec provincial tax rather than federal tax, for comparative purposes. The two income family of four
with $60,000 annual income is assumed to have one spouse earning $40,000 and the other $20,000, the family with $90,000 income is assumed to have one spouse earning
$50,000 and the other $40,000, the family with $30,000 is assumed to have each spouse earning $15,000 and each senior is assumed to receive $15,000. All representative
families are assumed to have employment income except the senior couple.
Net Child Benefits
* Net child benefits are provincial measures affecting payments to families with children. Provincial child benefit measures are available in British Columbia (BC Early Childhood Tax
Benefit, BC Family Bonus), Alberta (Alberta Child Benefit, Family Employment Credit), Saskatchewan (Child Benefit), Ontario (Child Benefit), Quebec (Child Assistance Payments),
New Brunswick (Child Tax Benefit), Nova Scotia (Child Benefit) and Newfoundland and Labrador (Child Benefit). In addition, the Alberta government has chosen to vary the amount
of the basic federal child tax benefit that its residents receive (shown as a net amount).
Property Tax

® Itis assumed that the individual at $25,000 rents accommodation; the family at $30,000, and at $60,000, and the senior couple own bungalows; the family at $90,000 owns
a two-storey executive style home; and the single at $80,000 owns a luxury condominium, in a major city for each province. Net local and provincial property taxes are estimated as
taxes owing, after credits provided through the property tax system are subtracted.
Sales, Fuel and Carbon Tax Estimates

® Includes sales tax on meals, liquor and accommodation. Estimates are based on expenditure patterns from the Survey of Household Spending. In estimating individual and family

taxable consumption, disposable income is reduced by 20 per cent to reflect housing (mortgage and property taxes or rent) costs. The senior couple is assumed to own their home
and have no mortgage costs. For each province, disposable income is further reduced by estimated federal income taxes, estimated provincial income taxes and health care
premiums/payroll taxes if applicable. In addition, the single individual with $80,000 annual income and the family with $90,000 annual income are assumed to have savings equal to
5 per cent of their disposable income. For each family, disposable income is distributed among expenditures using the consumption pattern of a typical family with the relevant
characteristics as estimated using family expenditure data, and the relevant sales tax component is extracted. Sales tax includes provincial retail sales taxes in British Columbia,
Saskatchewan, and Manitoba, Quebec's value added tax, the provincial component of the HST in Ontario, New Brunswick, Nova Scotia, Prince Edward Island and Newfoundland
and Labrador, and Alberta's Tourism Levy. Sales tax estimates have been reduced by sales tax credits where applicable.

® Fuel tax is based on annual consumption: 1,000 litres of unleaded fuel for the single at $25,000, the family at $30,000 and the senior couple; others are assumed to consume 1,500
litres.

Carbon tax applies in British Columbia to household consumption of gasoline, natural gas and home heating fuel. Estimated carbon tax liabilities are based on natural gas and
home heating fuel consumption amounts from the Survey of Household Spending and the assumed fuel consumption noted above. Net carbon tax is estimated as carbon tax
liabilities less the BC low income climate action tax credit where applicable. In previous years, the 5 per cent personal income tax cut in the first two tax bracket rates was shown as
a reduction in carbon tax.

Health Care Premiums/Payroll Tax

® A health care premium is levied in British Columbia and Quebec only. Payroll taxes, in the four provinces that levy them, are paid by the employer. Employer-paid payroll taxes and
employer-paid health care premiums are generally reflected in reduced wages.

Effective Tax Rates

® British Columbia taxes have been calculated using rates in effect for 2016. Taxes for other provinces were calculated using rates that were announced prior to
February 1, 2016, and that come into effect during 2016.
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Table A4 Interprovincial Comparisons of Provincial Personal Income Taxes Payable ' — 2016

(Rates known as of February 1, 2016)

New-
British Saskat- . . New Nova Prince foundland

Taxable income Columbia Alberta chewan Manitoba ~ Ontario  Quebec * Brunswick  Scotia Egl\gsfrid and
Labrador

Annual provincial taxes payable 3 %)

$10,000.................. 0 0 0 0 0 0 0 0 0 0
$20,000................. 30 36 326 1,016 426 285 355 858 938 224
$30,000........cconv.n... 857 967 1,351 2,051 1,215 1,655 1,557 1,752 2,001 1,488
$40,000.................. 1,434 1,899 2,376 3,233 1,835 3,185 2,680 3,187 3,234 2,438
$50,000.................. 2,170 2,831 3,509 4,434 2,803 4,881 4,070 4,622 4,548 3,636
$60,000.................. 2,927 3,805 4,780 5,681 3,705 6,549 5,527 6,108 5,902 4,866
$70,000.................. 3,697 4,805 6,080 7,096 4,620 8,211 7,009 7,775 7,457 6,116
$80,000.................. 4,567 5,805 7,380 8,836 5,775 9,873 8,491 9,442 9,127 7,443
$100,000................ 6,886 7,805 9,980 12,316 8,871 13,674 11,779 12,834 12,467 10,103
$125,000................ 10,404 10,305 13,230 16,666 13,223 18,964 15,909 17,209 17,056 13,428
$150,000................ 14,079 13,305 16,932 21,016 17,576 24,282 20,281 21,584 21,649 16,998
————————  Provincial personal income taxes as a per cent of taxable income (%) _—
$10,000.................. 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
$20,000...........u.... 0.1 0.2 1.6 51 21 1.4 1.8 4.3 4.7 1.1
$30,000.........cccen.. 29 3.2 4.5 6.8 4.0 55 5.2 5.8 6.7 5.0
$40,000.................. 3.6 4.7 5.9 8.1 4.6 8.0 6.7 8.0 8.1 6.1
$50,000.................. 4.3 5.7 7.0 8.9 5.6 9.8 8.1 9.2 9.1 7.3
$60,000.................. 4.9 6.3 8.0 9.5 6.2 10.9 9.2 10.2 9.8 8.1
$70,000.................. 53 6.9 8.7 10.1 6.6 11.7 10.0 111 10.7 8.7
$80,000.................. 5.7 7.3 9.2 11.0 7.2 12.3 10.6 11.8 114 9.3
$100,000................ 6.9 7.8 10.0 12.3 8.9 13.7 11.8 12.8 12.5 10.1
$125,000................ 8.3 8.2 10.6 13.3 10.6 15.2 12.7 13.8 13.6 10.7
$150,000................ 9.4 8.9 11.3 14.0 11.7 16.2 13.5 14.4 14.4 11.3

N

w

Calculated for a single individual with wage income and claiming credits for Canada Pension Plan and Quebec Pension Plan
contributions, Employment Insurance premiums, Quebec Parental Insurance Plan premiums, and the basic personal amount.

Quebec residents pay federal tax less an abatement of 16.5 per cent of federal tax. In the table, the Quebec abatement has been used
to reduce Quebec provincial personal income tax for comparative purposes.

Includes provincial low income reductions, surtaxes payable in Ontario and Prince Edward Island, and the Ontario Health Premium tax.
Excludes credits for sales and property tax credits.
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Table A5 Material Assumptions — Revenue

Updated

Budget

* Reflects information as at January 21, 2016.

Revenue Source and Assumptions Forecast | Estimate Plan Plan
($ millions unless otherwise specified) 2015/16 | 2016/17 2017118 | 201819 2016/17 Sensitivities
Personal income tax * $8,376 $8,216 $8,611 $8,971
Current calendar year assumptions
Household income growth ..., 3.2% 3.6% 3.9% 3.9% +/- 1% point change in 2016 BC
Compensation of employees growth ..................... 3.3% 3.9% 4.0% 4.1% household income growth
Tax base growth ........ccceeeevviiiiiiiiiiiieeee e 1.4% 3.4% 4.2% 3.4% equals +/- $90 to $110 million
Average tax yield ... 5.38% 5.24% 5.28% 5.32%
CUIrent-year tax ........cccceerereiieeiieene e e $7,834 $7,896 $8,294 $8,640
Prior year's tax assessments ...........ccccceeeeiiveeennns $350 $360 $370 $380
Unapplied taxes ........cccoovveeeeiiiiieeeiiee e $90 $90 $90 $90
BC Tax Reduction ............cccooouviiiiiiiieeeeeeicecins -$146 -$151 -$154 -$157
Non-refundable BC tax credits ...............cccccuvveeeenn. -$89 -$90 -$85 -$85
Policy neutral elasticity ** ...............ccoooiiiiiie 0.6 1.2 1.3 1.1 +/- 0.5 change in 2016 BC
Fiscal year assumptions policy neutral elasticity
Prior-year adjustment ............cccooeniiniiiinenee $312 equals +/- $130 to $150 million
2014 Tax-year 2014 Assumptions
Household income growth .........ccccccviiiiiiiiiinnnnn. 3.2% +/- 1% point change in 2015 BC
Tax base growth ........ 3.7% household or taxable income
Average 2014 tax yield ...........coccoiiiiniiiiiiiis 5.32% growth equals +/- $90 to $100
20714 tAX coveiiiiieie e $7,633 million one-time effect
2013 & prior year's tax assessments ................... $306 (prior-year adjustment)
Unapplied taxes .........ccccvvverieiiiieie e $80 and could result in an
BC Tax Reduction .............ccoccvueieeiieeeeeeieeeene -$140 additional +/-$70 to $90 million
Non-refundable BC tax credits ...........cc.ccoeeeeeenin. -$74 base change in 2016/17
Policy neutral elasticity **.............cccoooieiiiiieennnns 1.7
* Reflects information as at January 20, 2016.
** Ratio of annual per cent change in current-year revenue to annual per cent change in personal income (calendar year).
Corporate income tax * $2,788 $2,791 $2,959 $3,004
Components of revenue (fiscal year)
Instalments - subject to general rate .................. $2,406 $2,530 $2,663 $2,754
Instalments - subject to small business rate $281 $295 $309 $318
Non-refundable BC tax credits ...........c..ccceeeuneene. -$89 -$96 -$102 -$108
Advance instalments .........ccccooeeeeeeieeeeeeeeeeeeees $2,598 $2,729 $2,870 $2,964
International Business Activity Act refunds .......... -$20 -$20 -$25 -$25
Prior-year settlement payment .............cccooceeend $210 $82 $114 $65
Current calendar year assumptions
National tax base ($ billions) .........ccccceevvieeiniennne. $285.8 $293.6 $302.1 $307.7 | +/- 1% change in the 2016
BC instalment share of national tax base ............., 11.5% 11.6% 12.0% 12.1% national tax base equals
Effective tax rates (general/small business) .......... 11.0/25]11.0/25]11.0/25| 11.0/2.5| +/- $20 to $30 million
Share of the BC tax base subject to
small business rate...................... 34.0% 33.9% 33.8% 33.7% +/- 1% point change in the 2016
BC tax base growth (post federal measures)......... 3.3% 4.5% 4.5% 3.5% small business share equals
BC net operating surplus growth ............cccccceeennd -1.3% 3.7% 5.0% 5.0% -/+ $20 to $30 million
2014 Tax-year 2014 Assumptions +/- 1% change in the 2015
BC tax base growth (post federal measures)......... 7.4% BC tax base equals +/- $30
BC net operating surplus growth .............cccccceeein 8.4% to $40 million in 2016/17
GroSS 2014 tAX ...vveeeeeeeee e $2,718
Prior-year settlement payment .............................. $210
Prior years losses/gains (included in above) ......... $67
Non-refundable BC tax credits ..........ccccceeeennneenn. -$82

Net cash received from the federal government and cash refunds under the International Business Activity Act are used as the basis for estimating
revenue. Due to lags in the federal collection and instalment systems, changes to the BC net operating surplus and tax base forecasts affect revenue in
the succeeding year. The 2016/17 instalments from the federal government reflects two-third of payments related to the 2016 tax year

(paid during Apr-July 2016 and adjusted in Sept and Dec) and one-third of 2017 payments. Instalments for the 2016 (2017) tax year are based on BC's
share of the national tax base for the 2014 (2015) tax year and a forecast of the 2016 (2017) national tax base. BC's share of the 2014 national

tax base was 11.60%, based on tax assessments as of December 31, 2015. Cash adjustments for any under/over payments from the

federal government in respect of 2015 will be received/paid on March 31, 2017.
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Table A5 Material Assumptions — Revenue (continued)

. Updated | Budget Plan Plan
Revenue Source and Assumptions Forecast | Estimate
($ millions unless otherwise specified) 2015/16 | 2016/17 2017/18 | 2018/19 2016/17 Sensitivities
Provincial sales tax $5,956 $6,296 $6,554 $6,819

Provincial sales tax base growth (fiscal year) ........] 3.9% 4.8% 4.2% 4.1% +/- 1% point change in the 2016

Calendar Year consumer expenditure growth
Nominal consumer expenditure ...............ccccoeueeee. 5.2% 4.8% 4.7% 4.5% equals up to +/- $30 million
Nominal business investment .......................... 7.9% 5.6% 5.1% 4.6%

Other expenditures ............ccooviiiiiiiiiiiinans 3.4% 4.9% 4.3% 4.8%

Components of Provincial sales tax revenue +/- 1% point change in the 2016
Consolidated Revenue Fund................... ] $5,949 $6,289 $6,547 $6,812 busines investment growth equals
BC Transportation Financing Authority $7 $7 $7 $7 up to +/- $10 million

Fuel and carbon taxes $2,157 $2,182 $2,207 $2,238

Calendar Year
REal GDP ...t 2.4% 2.4% 2.3% 2.3%
Gasoline VOIUMES ........ccceeviiiaiiieie e 0.0% 0.0% 0.0% 0.0%
Diesel VOIUMES .........ooieieiiiiiieieee e 2.0% 2.0% 2.0% 2.0%
Natural gas volumes .........cccoecvvveviiieieeiieee e 2.4% 2.4% 2.3% 2.3%

Carbon tax rates (July 1)

Carbon dioxide equivalent emissions ($/tonne)........ $30 $30 $30 $30

Natural gas (cents/gigajoule) .............ccccevvvinenn... 148.98¢ | 148.98¢ | 148.98¢ | 148.98¢

Gasoline (cents/litre) .............cooooiiiii, 6.67¢ 6.67¢ 6.67¢ 6.67¢

Light fuel oil (cents/litre) ..............ccoviiiiiiiiiin. 7.67¢ 7.67¢ 7.67¢ 7.67¢

Carbon tax reveNUE ...........ccoveiniiiiiiaieieieens $1,216 $1,234 $1,252 $1,275

Components of fuel tax revenue

Consolidated Revenue Fund ...........c.cccceeiieene $509 $513 $517 $522
BC TranSit ....c..ooeeeeeeeeeeeeeee e $12 $12 $12 $12
BC Transportation Financing Authority .............] $420 $423 $426 $429
$941 $948 $955 $963
Property taxes $2,206 $2,305 $2,399 $2,504

Calendar Year
Consumer Price INdeX .........cccovuierieiiiiieiiiieiieeene 1.1% 1.9% 2.0% 2.0% +/- 1% point change in 2016 new
Housing starts ........ ...] 31,446 29,403 28,039 27,037 construction & inflation growth

Home owner grants (fiscal year) ...........cccccoeveennen $804 $825 $837 $850 equals up to +/- $20 million in

Components of revenue residential property taxation revenue
Residential (net of home owner grants) ................ $766 $782 $808 $836
Non-residential .... .. $1,151 $1,211 $1,266 $1,324 +/- 1% change in 2016 total
RUral @rea ........ooieeeiiiee e $95 $97 $99 $102 business property assessment
Police ....oovoviiiiiiiiiee . $34 $36 $37 $39 value equals up to +/- $20 million
BC Assessment Authority .| $85 $88 $89 $92 in non-residential property
BC Transit .......coooeeeiieeieecee e $75 $91 $100 $111 taxation revenue

Other taxes $2,755 $2,514 $2,469 $2,445

Calendar Year
Population ..o 1.0% 1.2% 1.3% 1.3%
Consumer Price Index ... . 1.1% 1.9% 2.0% 2.0%
Housing starts ............ .1 10.9% -6.5% -4.6% -3.6%
Real GDP ...... J 2.4% 2.4% 2.3% 2.3%
Nominal GDP ......cccooiiiiiiiiiieeee e 3.3% 4.0% 4.3% 4.3%

Components of revenue +/- 5% change to 2016 housing
Property transfer ... $1,490 $1,239 $1,184 $1,150 starts equals +/- $30 to 50 million
TODACCO ... $755 $755 $755 $755 in property transfer revenue,
INSUranNCe Premium ..........c.cceeeeeeeeeeeneeieeieeennne $510 $520 $530 $540 depending on property values

=
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Table A5 Material Assumptions — Revenue (continued)

] Updated | Budget Plan Plan
Revenue Source and Assumptions Forecast | Estimate
($ millions unless otherwise specified) 2015/16 | 2016/17 2017/18 | 2018/19 2016/17 Sensitivities
Energy, sales of Crown land tenures,
metals, minerals and other * $1,234 $1,033 $832 $825
Natural gas price +/- $0.25 change in the natural gas
Plant inlet, $Cdn/gigajoule ................cccooooiiienie. $1.31 $1.04 $1.34 $1.61 price equals +/- $25 to 35 million,
Sumas, $US/ MMBLU ....coovvieiiiiiieiiiiieeiii $2.30 $1.96 $2.31 $2.64 including impacts on production
Natural gas production volumes volumes and royalty program
Billions of cubic Metres .........cccoooeeeeieeiiiieiieiin, 44.0 44.0 46.2 49.7 credits, but excluding any
Petajoules ........ooooviiiiiii e 1,748 1,748 1,835 1,973 changes from byproducts revenue
Annual per centchange ...........ccocoeeeiiiiiinnennne. 2.2% 0.0% 5.0% 7.5% (e.g. butane, ethane, propane)
Sensitivities can also vary
Qil price ($US/bbl at Cushing, OK) .....................] $45.25 $45.17 $52.54 $58.34 | significantly at different price levels.
+/- 1% change in natural gas
Auctioned land base (000 hectares) .................... 76 60 60 60 volumes equals +/- $1 million
Average bid price/hectare ($) .........ccoeevvireerinnnn.. $183 $252 $290 $388 on natural gas royalties
Cash sales of Crown land tenures ......................| $14 $15 $17 $23 +/- 1 cent change in the
Metallurgical coal price ($US/tonne, fob west coast) ... $95 $85 $93 $105 exchange rate equals +/- $3 million
Copper price (BUS/ID) ..c.covveeeeeereeeeeene $2.36 $2.27 $2.48 $2.58 on natural gas royalties
Annual electricity volumes set by treaty ...............| 41 4.1 4.0 4.0 +/- US$10 change in the average
(million mega-watt hours) Metallurgical coal price
Mid-Columbia electricity price .............ccoeeveeneenns $26 $24 $26 $29 equals +/- $30 to $40 million
($US/mega-watt hour) +/- 10% change in the average
Mid-Columbia electricity price
Exchange rate (US¢/ Cdn$, calendar year) ........... 78.2 731 76.8 79.7 equals +/- $13 million
Components of revenue
Natural gas royalties ............ccccceiviiiiiineann.n. $151 $128 $185 $247 Based on a recommendation
Bonus bids, fees and rentals ............................ $767 $633 $365 $268 from the Auditor General to be
Petroleum royalties ............c.cccoviiiiiiiiiiiniinnnes $53 $46 $46 $51 consistent with generally
Columbia River Treaty electricity sales ..............] $123 $111 $116 $128 accepted accounting principles,
Oli and Gas Commission fees and levies .......... $48 $47 $48 $52 bonus bid revenue recognition
Coal mineral taX...........cooeevviiiiiiiiiniiieeeenes $46 $28 $32 $40 reflects nine-year deferral of
Net metals and other minerals tax.................... $11 $4 $3 $2 cash receipts from the sale of
Economic Community Development Crown land tenures
Agreement recoveries related to metal mines ...... $9 $11 $12 $12
Coaltenures .........ccoeeviiiiiiiiiiieieea, $8 $8 $8 $8
Miscellaneous mining revenue ......................... $18 $17 $17 $17
Royalty programs and infrastructure credits
Deep drilling .......ccovvvvniiiiiii -$128 -$90 -$139 -$254
Road and pipeline infrastructure ....................... -$58 -$42 -$55 -$79
Total oo -$186 -$132 -$194 -$333
Implicit average natural gas royalty rate ............... 6.6% 7.0% 7.4% 7.8%

Royalty program (marginal, low productivity and ultra marginal drilling) adjustments reflect reduced royalty rates.
Natural gas royalties incorporate royalty programs and Treasury Board approved infrastructure credits.

* Reflects information as at January 15, 2016.
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Table A5 Material Assumptions — Revenue (continued)

. Updated | Budget Plan Plan
Revenue Source and Assumptions Forecast | Estimate
($ millions unless otherwise specified) 2015/16 | 2016/17 201718 | 2018/19 2016/17 Sensitivities
Forests * $833 $812 $814 $828
Prices (calendar year average) +/- US$50 change in SPF
SPF 2x4 ($US/thousand board feet) .................. $282 $288 $300 $300 price equals +/- $120 to
Random Lengths Composite $140 million
($US/thousand board feet) ..........cccceverererennnnns) $332 $323 $330 $330 +/- US$50 change in pulp price
Pulp (SUS/ONNE) ..oovvieiiiiieeieeec e $852 $840 $825 $825 equals +/-$5 to $10 million
Coastal log ($Cdn/cubic metre); +/- Cdn$10 change in average
Vancouver Log Market) .............cccooeiiinni. $105 $100 $100 $100 log price equals +/-$10 to
$20 million
Crown harvest volumes (million cubic metres)
INtEMIOr ..ov 49.3 48.8 48.6 48.5 +/- 10% change in Interior
C0aSt ... 127 13.2 134 13.5 harvest volumes equals
Total covvniiee e 62.0 62.0 62.0 62.0 +/- $50 to $65 million
BC Timber Sales (included in above) ................. 11.2 11.8 11.8 11.8 +/- 10% change in Coastal
harvest volumes equals
Stumpage rates ($Cdn/cubic metre) +/- $10 to $15 million
Total stumpage rates .............ccoeeeviiiiiiinneannn. $10.44 $11.34 $11.45 $11.68 +/- 1 cent change in
Components of revenue exchange rate equals
TENUIES ..ouviniiiii e $390 $448 $457 $474 +/- $20 to $25 million on
BC Timber Sales $280 $277 $275 $272 stumpage revenue
Federal border tax (SLA 2006 ) ..........c..cccceuuen.. $73 $0 $0 $0
LOGgiNg taX «..uveieiiieeiiiee e $45 $45 $40 $40
Other CRF revenue .........ccccovvveiiiiiiiiineenns $20 $19 $19 $19 The above sensitivities relate
RECOVEIIES. .. v $25 $23 $23 $23 to stumpage revenue only.
* Reflects information as at January 8, 2016.
Other natural resources $463 $502 $466 $472
Components of revenue
Water rental and licences™ .............cccocoveeniennnen. $391 $430 $396 $407
RECOVEIES ....cvvniviiieice i) $50 $50 $48 $43
Angling and hunting permits and licences ........... $11 $11 $11 $11
RECOVEIES ..ot $11 $11 $11 $11
* Water rentals for power purposes are indexed to Consumer Price Index.
Other revenue $9,864 | $10,405 | $10,427 | $10,518
Components of revenue
Fees and licences +/- 1% point change in BC's
Medical Services Plan (MSP) premiums ......... $2,425 $2,549 $2,665 $2,780 | population growth equals
Consolidated Revenue Fund ............ccccuvueee. $2,358 $2,479 $2,601 $2,716 +/- $20 to $30 million on MSP
MSP reCOVEres .......ccceeeieeeiieeeieeee e $67 $70 $64 $64 premium revenue
Motor vehicle licences and permits ................ $521 $527 $534 $542 MSP rates are assumed to
Other Consolidated Revenue Fund ................... $383 $383 $386 $371 increase 4 percent annually
Summary consolidation eliminations.................. -$15 -$17 -$17 -$17
Other reCOVENES ........cuveeueeeeeeeeeeeeeeeee e $107 $110 $104 $102
Crown corporations and agencies $109 $105 $80 $80
Post-secondary education fees ..................... $1,667 $1,751 $1,833 $1,920
Other healthcare-related fees ....................... $356 $357 $361 $361
School DIStriCts .......cceeveeuieeeeieeeceeeeecee $222 $230 $230 $230
Investment earnings
Consolidated Revenue Fund .............cccccoeveenene $45 $84 $122 $135
Fiscal agency loans & sinking funds earnings....| $965 $995 $1,050 $1,112
Summary consolidation eliminations.................. -$51 -$54 -$72 -$91
Crown corporations and agencies...................... $35 $24 $18 $20
SUCH sector agencies ...........ccccoveveveeeneennnens $149 $151 $158 $161
Sales of goods and services ............ccccoeevveinnnn. $935 $951 $957 $971
MiISCElIANEOUS ......ovveeeeeeiee e $2,011 $2,259 $2,018 $1,841
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Table A5 Material Assumptions — Revenue (continued)

. Updated | Budget Plan Plan
Revenue Source and Assumptions Forecast | Estimate
($ millions unless otherwise specified) 2015/16 | 2016/17 2017/18 | 2018/19 2016/17 Sensitivities
Health and social transfers $6,146 $6,471 $6,679 $6,917
National Cash Transfers
Canada Health Transfer (CHT) .......cccceviiviniennnnn. $34,026 | $36,068 | $37,150 | $38,413 | +/- 0.1% point change in BC's
Canada Social Transfer (CST) .....ccceeveeeiereneeennnn, $12,959 | $13,348 | $13,748 | $14,161 | population share equals
BC share of national population (June 1) ............ 13.07% 13.09% 13.12% 13.16% | +/- $50 million
BC health and social transfers revenue
CHT e $4,446 $4,721 $4,875 $5,054
OO e $1,693 $1,747 $1,804 $1,863
Prior-year adjustments
Health ... ($2)
SOCIAl c.ui $2
Health deferral
Medical Equipment Trust ...........cccceeeiivieneennes $7 $3 — —
2017/18 National CHT amount is assumed to increase at the minimum 3 per cent annual change
Other federal contributions $1,513 $1,537 $1,516 $1,493
Components of revenue
Disaster Financial Assistance .............cccccoeeevennne. $1 $27 $18 $23
Other Consolidated Revenue Fund ....................... $137 $136 $136 $136
Labour Market Development Agreement ... $300 $300 $300 $300
Labour Market and Skills Training Program .. $77 $69 $65 $65
Family Support and Children in Care ......... $49 $49 $49 $49
Youth Justice Services .........ccooevirieeiiiiieneenenn $18 $18 $18 $18
Emergency Management ............cccceeevevieeeninennnnn,s $5 $2 $1 $1
Other recoveries. ... $92 $91 $91 $91
Crown corporations and agencies ........................ $230 $238 $233 $202
Post-secondary institutions .............cccocceeeiiennnns $513 $514 $516 $519
Other SUCH sector agencies...........cccoceeveeenennn] $91 $93 $89 $89
Service delivery agency direct
revenue $6,287 $6,428 $6,262 $6,301
SChool diStriCtS .......vveeeeeeeiiiiiieee e $560 $570 $572 $574
Post-secondary institutions ....................occeu, $3,233 $3,334 $3,437 $3,543
Health authorities and hospital societies ............... $1,082 $829 $842 $842
BC Transportation Financing Authority ................. $490 $523 $521 $497
Other service delivery agencies ..............c...cc.c........ $922 $1,172 $890 $845
Commercial Crown corporation
net income $2,701 $3,002 $3,101 $3,107
BCHYdro .........coooviiiiiiiii e, $653 $692 $706 $720
reservoir water inflows .................cooei 94% 100% 100% 100% +/-1% in hydro generation
= +/-$10 million
MEeaN gas PriCe ..........coeuviuiiiiiiiiiiiiiieieeeennes 2.44 2.46 2.62 2.78 +/-10% = -/+$1 million
(Sumas, $US/MMbtu — BC Hydro forecast based on NYMEX forward selling prices)
electricity prices .........ooooviviiiiiiiiiii 25.93 2415 25.34 26.79 +/-10% change in electricity trade
(Mid-C, $US/MWh) margins = +/-$20 million
ICBC ...t ($125) $95 $148 $130
vehicle growth .........cccoeviiiieiiiieecc e +3.5% +1.8% +1.7% +1.7% | +/-1% = +/-$48 million
current claims cost percentage change ................ +13.1% +5.4% +1.3% +5.5% +/-1% = -/+$40 million
unpaid claims balance ($ billions) .......... $9.1 $9.8 $10.3 $10.9 +/-1% = -/+$91 to $98 million
investment return ..............cocceeeiiiieiinennnn. 6.5% 2.5% 2.5% 2.6% +/-1% return = +/-$148 to $155 million
10SS Fatio ...eeiiiiiieeei e 100.8% 88.3% 86.7% 87.4%
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Table A6 Natural Gas Price Forecasts — 2016/17 to 2018/19

Private sector forecasts (calendar year)

Adjusted to fiscal years and
$Clgigajoule at plant inlet

2016 2017 2018 2016/17 2017/18 2018/19

GLJ Henry Hub US$/MMBtu (Jan. 1,2015) ......cooovviiieeeeeiiiieeeeeeeeee e, 2.60 3.10 3.30 1.39 1.81 2.02
Sproule Henry Hub US$/MMBtu (Dec. 31, 2015) ...vvviiiiiieeeeeeeeeeieeieeeeee 2.25 3.00 3.50 1.08 1.80 2.33
McDaniel Henry Hub US$/MMBtu (Jan. 1, 2016) ...........ovuueeeeiiiieeeeeeiinnn.. 2.50 2.95 3.40 1.27 1.73 2.16
Deloitte Henry Hub US$/Mcf (Dec. 31, 2015) ..evvveeeeeeiiiiiiiiiiiieeeeeeee e e 2.40 2.80 3.10 1.04 1.41 1.71
GLJ Alberta AECO-C Spot CDN$/MMBtu (Jan. 1, 2015) ........coeveenieiinneennn. 2.76 3.27 3.45 1.73 2.13 2.30
Sproule Alberta AECO-C Spot CDN$/MMBtu (Dec. 31, 2015) .......coeevevnnnnn. 2.25 2.95 3.42 1.30 1.90 2.35
McDaniel AECO-C Spot C$/MMBtu (Jan. 1, 2016) ........cccuvuveeiiirinnneeeeinann, 2.70 3.20 3.55 1.67 2.1 243
Deloitte AECO-C Spot C$/Mcf (Dec. 31, 2015) ....evevviinieeiiiiiiiieeeeiiiieeees 2.45 2.85 3.10 1.33 1.65 1.91
GLJ Sumas Spot US$/MMBtu (Jan. 1, 2015) .........ooiiiiiiiiiiiiiiiiiieeeeeeie. 2.40 2.90 3.10 1.32 1.74 1.96
Sproule Sumas Spot CDN$/MMBtu (Dec. 31, 2015) ....oovvvieiiiiiiieeeeiiiinnnnn, 2.35 3.05 3.52 0.94 1.54 1.99
GLJ BC Spot Plant Gate CDN$/MMBtu (Jan. 1, 2015) ...........coovvvvvvernnnnnnnn. 1.83 2.58 2.86 0.98 1.56 1.84
Sproule BC Station 2 CDN$/MMBtu (Dec. 31, 2015) ........cvvvvveieiceeeeannnnn. 1.45 2.55 3.02 0.60 1.47 1.92
McDaniel BC Avg Plant Gate CSMMBtu (Jan. 1, 2016) ...........cccceeeeeeeeen.... 2.10 2.60 3.15 1.17 1.65 2.1
Deloitte BC Station 2 C$MMBtu (Dec. 31, 2015) ....ooeeeiiiieiiiiiieenn, 1.70 2.35 2.60 0.76 1.25 1.50
GLJ Midwest Chicago US$/MMBtu (Jan. 1, 2015) ..........cooevvrviriiiiiiiiinnnnnn. 2.70 3.20 3.40 1.25 1.67 1.88
Sproule Alliance Plant Gate CDN$/MMBtu (Dec. 31, 2015) .... .. 3.10 3.85 4.32 2.12 2.76 3.21
EIA Henry Hub US$/MMBtU (Dec. 8, 2015) ........ocooveeveeeeeeeseeeeeeeen 2.84 - - - - -

TD Economics Henry Hub FuturesUS$/MMBtu (Nov. 16, 2015) ................... 2.81 3.24 - 2.02 - -

Scotiabank Group Henry Hub US$/MMBtu (Dec. 3, 2015) ..........euveevvennnnnnn. 2.70 3.00 - 1.44 - -

BMO Alberta Empress US$/MMBtu (Dec. 17, 2015) ......ooovvneeeeiiiieeeeeeeiinnn, 2.30 2.80 - 1.52 - -

CIBC World Markets Inc. Henry Hub US$/MMBtu (Sept, 2015) ......ccoevevveneennee 3.50 3.75 - 2.31 - -

InSite Petroleum Consultants Ltd Henry Hub US$/MMBtu (Dec. 31, 2015) ..... 2.50 3.00 3.50 1.28 1.80 2.26
NYMEX Forward Market converted to Plant Inlet CDN$/GJ (Jan. 4, 2016) ..........uuiieiiiiiiniieeiiiiiiee e 1.24 1.46 1.55
Average all minus high/lowW ... 1.35 1.73 2.08
Average one forecast per consultant minus high/low ......................cccooeeiiiiiiiiiiiiiieee 1.31 1.56 1.96
Natural gas royalty price fOreCast .....................uuuuuueueemeiieieeiieeeiiiiieeiieeee e 1.04 1.34 1.61

GLJ: Gilbert Laustsen Jung Petroleum Consultants Ltd US EIA: US Energy Information Administration AECO: Alberta Energy Company

Deloitte/AJM: Deloitte L.L.P acquired Ashton Jenkins Mann Petroleum Consultants McDaniel: McDaniel & Associates Consultants Ltd

Natural Gas Prices
Cdn$/gigajoule, plant inlet
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Table A7 Material Assumptions — Expense

Updated | Budget PI PI
Ministry Programs and Assumptions Forecast | Estimate an an
. . . 2017/18 | 2018/19 o
($ millions unless otherwise specified) 2015/16 | 2016/17 Sensitivities 2016/17
Advanced Education ............................. 1,961 1,986 2,014 2,042

Student spaces in public institutions ......... 200,851 | 200,153 | 200,153 | 200,153 |The number of student spaces may vary

depending on the financial and other policies of
(# FTEs) post-secondary institutions.
Children and Family Development .......... 1,379 1,451 1,472 1,486

Average children-in-care ........................ 7,360 7,250 7,200 7,100 |A 1% increase in the cost per case ora 1%

caseload (#) increase in the average funded caseload will

Average annual residential ................... 43100 | 44,800 | 46,600 | 48500 [affectexpenditures by approximately $2 million

cost per child in care ($) (excluding Delegated Aboriginal Agencies)

Education ................coooi 5,549 5,609 5,667 5,728

Public School Enrolment (# of FTES) ........ 542,805 | 543,490 | 545,735 | 549,491 |Enrolment figures are based on BC Stats and

SChoOl 8ge (K=12) wvvovveeerereeereeersrererreeen, 521,447 | 522,132 | 524,377 | 528,133 |school district enrollment trends, to which the
Distributed Learning (ONling) .................... 11,354 | 11,354 | 11,354 | 11,354 [ministry has added forecasts for distributed
Summer 6.401 6.401 6.401 6.401 learning, adult education and summer learning.
AUIES e 3,603 3,603 3,603 3,603

Forests, Lands and Natural Resource

Operations .............cocoevviiiiniiiieeeeiinen | 922 671 671 682

BC Timber Sales .............c.cccocoovornnne. 168 182 175 182  [Targets can be impacted by changes to actual
inventory costs incurred. There is a lag of
approximately 1.5 years between when inventory
costs are incurred and when they are expensed.
Volume harvested can also impact targets. For
example, if volume harvested is less than
projected in any year, then capitalized expenses
will also be reduced in that year.

Fire Management ..............c.occoiivininnnn. 373 63 63 63 For authorized expenditures under the Wildfire
Act. Over the past several years, wildfire fighting
costs have ranged from a low of $47 million in
2006 to a high of $382 million in 2010.

Health ..., 17,445 17,968 18,505 19,065

PRAIMACATE ..o 1.103 1.175 1175 1175 A 1% change in utilization or prices affects costs
by approximately $10 million.

Medical Services Plan (MSP) ................., 4,117 4,300 4,465 4,647 |A 1% increase in volume of services provided by
fee-for-service physicians affects costs by
approximately $25 million.

Regional Services ..........c.coocviiiiininnnnn. 11,949 12,214 12,582 12,958

Justice ................... 475 491 498 504

New cases filed/processed ..................... 240,000 | 240,000 | 240,000 | 240,000 [The number of criminal cases proceeded on by

the provincial and federal Crown (including

(# for all courts) appeals to higher courts in BC), the number of
civil and family litigation cases, the number of
violation tickets disputed, and the number of
municipal bylaw tickets disputes which would go
to court for resolution.

Crown Proceeding Act (CPA) ................. 25 25 25 25 The number of new cases, and the difference
between estimated settlements and actual
settlements.

Public Safety and Solicitor General .......... 668 681 708 711
Policing, Victim Services and Corrections ..[| 617 629 654 657 The volume and severity of criminal activity, the

number of inmate beds occupied and the
number of offenders under community
supervision.

=
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Table A7 Material Assumptions — Expense (continued)

Updated | Budget Pl Pl
Ministry Programs and Assumptions Forecast | Estimate an an
. . . 2017/18 | 2018/19 e
($ millions unless otherwise specified) 2015/16 | 2016/17 Sensitivities 2016/17
Social Development and Social
Innovation ...................... 2,593 2,739 2,830 2,868

Temporary AsSiStance ..........................] 43,200 39,800 39,200 38,600 |The expected to work caseload is sensitive to

annual average caseload (#) fluctuations in economic and employment trends.
Costs are driven by changes in the cost per
case and caseload. Cost per case fluctuations
occur from changes in the needed supports
required by clients.

Disability Assistance ..........o.ocii 94,200 97,900 102,500 102,900 |The caseload for persons with disabilities is
annual average caseload (#) sensitive to the aging of the population and

longer life expectancy for individuals with
disabilities. Cost per case fluctuations are driven
by primarily by earning exemption policy
exemptions which are dependent on the level of
income earned by clients.

Adult Community Living:

Developmental Disabilities Programs The adult community living caseload is sensitive
Average caseload (#) ........cocoveeiiiiiiinns 17,230 18,130 18,980 19,810 [to an aging population and to the level of service
Average cost per client ($) ...................] 45,000 44,700 43,700 43,300 |required. Cost per case fluctuations are driven by

— the proportion of clients receiving certain types of

Personal Supports Initiative - e

services at differing costs. For example,
Average caseload (#) .......................... 1,050 1,310 1,580 1,860 |residential care is significantly more costly than
Average cost per client ($) ...................] 19,500 18,100 16,200 15,200 |day programs.
Transportation and Infrastructure ............. 924 858 862 867
Emergency Program Act (EPA) 95 15 15 15 For authorized expenditures under the
Emergency Program Act, including those for
further disasters, and the difference between
initial estimates for disaster response and
recovery costs and final project costs.
Tax Transfers ..............cocovviiiiiiiiininnn. 1,071 1,039 1,043 1,047

INAIVIAUAIS ... 484.0 475.0 475.0 475.0
Low Income Climate Action ..................... 192.3 195.0 195.0 195.0 |These tax transfers are now expensed as
Early Childhood Tax Benefit ....................| 136.5 145.0 145.0 145.0 |required under generally accepted accounting
Sales TaX oceevveerieiieieeee e 54.4 55.0 55.0 55.0 principles.

Small Business Venture Capital ..............] 211 27.0 27.0 27.0
BC Senior's Home Renovation ................ 1.2 2.0 2.0 2.0
Other tax transfers to individuals ............] 78.3 50.8 50.8 50.8
Family Bonus Program...........c.cccoceeeeennnd 0.2 0.2 0.2 0.2

COorporations ..........eeceeeeueeeeeeeeeiiieiieeieene 587.0 564.0 568.0 572.0
Film and Television .........c.ccccoovieviniinennne 106.0 90.0 90.0 90.0
Production Services .........cccoocveivenirenn.n. 385.3 310.0 310.0 310.0
Scientific Research & Experimental

Development .........cccccoooeiiiiniiiiciiee 54.6 66.0 70.0 74.0
Interactive Digital Media ..............cccccee.. | 32.9 45.0 45.0 45.0
Mining Exploration ...........cccccoveiiiiiennnne 1.2 40.0 40.0 40.0
Other tax transfers to corporations ..........} 7.0 13.0 13.0 13.0

2015/16 tax transfer forecast incorporates adjustments relating to prior years.

Management of Public Funds and Debt ...| 1,188 1,168 1,214 1,241

Interest rates for new provincial borrowing: Full year impact on MoPD on interest costs of a
Short-term ... 0.64% 0.72% 1.40% 2.03% |1% change in interest rates equals $58.1 million;
Long-term .......ccoveiiiiiiiii 2.52% 2.96% 3.67% 4.60% $100 million increase in debt level equals $2.4

CDN/US exchange rate (cents) ............... 131.2 135.5 128.5 124.7  |million.

Service delivery agency net spending ..... 6,231 6,125 6,282 6,309

School districts .........cooooveiiiiiiiii, 386 311 215 330

Post-secondary institutions ....................] 3,112 3,108 3,251 3,331

Health authorities and hospital societies ...{ 800 598 726 483

BC Transportation Financing Authority .....| 1,070 1,187 1,223 1,307

Other service delivery agencies ............... 863 921 867 858
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Table A8 Operating Statement — 2009/10 to 2018/19

s mins) maly oA e M e s e P ame
2015/16 2016/17 change
(per cent)
Revenue ... 37,978 40,679 41,796 42,036 43,728 46,122 46,992 48,066 49,034 50,141 3.1
EXPENSE ....covviiiiiicie e (39,790) (40,926) (42,047) (43,204) (43,401) (44,439) (46,365) (47,452) (48,397) (49,418) 24
Allocation to the BC Prosperity Fund ........... - - - - - - (100) - - -
Surplus (deficit) before the BC Prosperity
Fund and unusual items (1,812) (247) (251) (1,168) 327 1,683 527 614 637 723
BC Prosperity Fund .... - - - - - - 100 - - -
Forecast allowance ..................coveniininnn. - - - - - - (250) (350) (350) (350)
Liability for HST transition funding repayment - - (1,599) - - - - = - -
Surplus (deficit) .............ccooviiiiii (1,812) (247) (1,850) (1,168) 327 1,683 377 264 287 373
Per cent of GDP: '
Surplus (defiCit) ....ooeereeeieeiieee e -0.9 -0.1 -0.9 -0.5 0.1 0.7 0.2 0.1 0.1 0.1
Per cent of revenue:
SUrPIUS (AEfiCIt) ..., 4.8 0.6 4.4 2.8 0.7 36 0.8 0.5 0.6 0.7
Per capita ($): 2
SUIPIUS (AEFICE) oo, (411) (55) (411) (257) 71 363 81 56 60 77

! Surplus (deficit) as a per cent of GDP is calculated using GDP for the calendar year ending in the fiscal year (e.g. 2016/17 amounts divided by GDP for the 2016 calendar year).

% Per capita revenue and expense is calculated using July 1 population (e.g. 2016/17 amounts divided by population on July 1, 2016).

xtpuaddy

€Tl



GI/8I0T 91 LI/910T — Uv]{ [VI5L] puv 123png

Table A9 Revenue by Source —2009/10 to 2018/19

($ millions) Actual Actual Actual Actual Actual Actual ggiit:i ET:;;?;L Plan Plan A;V:rrigf
2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 change
Taxation revenue: (per cent)
Personal income ..........cocoviiiiiiiiiniinieinn, 5,769 5,805 6,427 6,977 6,862 8,076 8,376 8,216 8,611 8,971 5.0
Corporate income . 1,625 2,026 2,002 2,204 2,427 2,635 2,788 2,791 2,959 3,004 71
SalES i 4,945 5,614 5,930 6,068 5,303 5,762 5,956 6,296 6,554 6,819 3.6
FUEl e 884 940 928 890 917 932 941 948 955 963 1.0
Carbon ..... 541 741 959 1,120 1,222 1,198 1,216 1,234 1,252 1,275 n/a
Tobacco ... 683 735 636 614 724 752 755 755 755 755 1.1
Property .......oooeiiiiiiii i 1,887 1,920 1,913 1,985 2,080 2,154 2,206 2,305 2,399 2,504 3.2
Property transfer .............cccoceiviiiiininnn. 887 855 944 758 937 1,065 1,490 1,239 1,184 1,150 2.9
Corporation capital ... 95 (3) (5) 1 - 1) - - - - n/a
Insurance Premium ............cceeevveeeiuneennnns., 389 399 411 433 458 483 510 520 530 540 3.7
17,705 19,032 20,145 21,050 20,930 23,056 24,238 24,304 25,199 25,981 4.4
Natural resource revenue:
Natural gas royalties .............cccoeviiinnnnnnn. 406 313 339 169 445 493 151 128 185 247 -5.4
Crown land tenures 867 923 928 868 859 834 767 633 365 268 -12.2
Columbia River Treaty ...........ccoeveeeineinnnnns 168 136 110 89 170 130 123 111 116 128 -3.0
Mining and minerals ...............cooceeiiiiininn. 311 387 384 173 128 116 92 68 72 79 -14.1
Other energy ............ 110 127 145 133 141 151 101 93 94 103 -0.7
Forests .......cocvevviniinninn. 387 436 482 562 719 754 833 812 814 828 8.8
Other natural resources 398 406 424 479 493 459 463 502 466 472 1.9
2,647 2,728 2,812 2,473 2,955 2,937 2,530 2,347 2,112 2,125 2.4
Other revenue:
Medical Services Plan premiums ................. 1,666 1,787 1,919 2,047 2,158 2,254 2,425 2,549 2,665 2,780 5.9
Post-secondary education fees ................... 1,123 1,235 1,291 1,345 1,445 1,544 1,667 1,751 1,833 1,920 6.1
Other health-care related fees .......... 267 308 324 327 333 358 356 357 361 361 3.4
Motor vehicle licences and permits .............. 449 467 479 489 504 499 521 527 534 542 21
Other fees and licences ............ccccoevvvvnennen. 616 643 722 699 770 770 806 811 783 766 25
Investment earnings .............ocoeeieiiiiieiennn. 930 843 1,022 1,173 1,113 1,203 1,143 1,200 1,276 1,337 41
Sales of goods and services ....................... 728 759 930 942 946 967 935 951 957 971 3.3
Miscellaneous ..............ccoeveieiiiiiiiiieennen, 1,887 1,928 1,743 1,671 2,371 1,837 2,011 2,259 2,018 1,841 -0.3
7,666 7,970 8,430 8,693 9,640 9,432 9,864 10,405 10,427 10,518 3.6
Contributions from the federal government:
Health and social transfers ......................... 4,883 5,176 5,384 5,442 5,869 5,827 6,146 6,471 6,679 6,917 3.9
Harmonized sales tax transition payments ..... 250 769 580 - - - - - - - n/a
Other federal government contributions ........ 1,794 2,064 1,754 1,602 1,633 1,499 1,513 1,537 1,516 1,493 -2.0
6,927 8,009 7,718 7,044 7,502 7,326 7,659 8,008 8,195 8,410 22
Commercial Crown corporation net income:
BCHYdro ......ooooeviiiiiiiceiceeeeeee 447 591 558 509 549 581 653 692 706 720 5.4
Liquor Distribution Branch .......................... 877 891 909 930 877 935 970 983 994 1,003 1.5
BC Lotteries (net of payments to federal gov't) 1,070 1,097 1,102 1,116 1,165 1,245 1,221 1,233 1,250 1,250 1.7
ICBC .o 601 315 84 231 136 657 (125) 95 148 130 -15.6
BC Railway Company 2 15 14 6 13 5 5 6 6 7 14.9
Transportation Invest. Corp. (Port Mann) ...... (4) (7) 17) (60) (88) (89) (86) (102) (106) (101) n/a
Other ..oviie e 40 38 41 44 49 37 63 95 103 98 10.5
3,033 2,940 2,691 2,776 2,701 3,371 2,701 3,002 3,101 3,107 0.3
Totalrevenue ...................cccoeeviiniinn.n. 37,978 40,679 41,796 42,036 43,728 46,122 46,992 48,066 49,034 50,141 3.1
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Table A10 Revenue by Source Supplementary Information — 2009/10 to 2018/19

Actual Actual Actual Actual Actual Actual gg:a?;fst EletJi(:?aette Plan Plan Aav:r:ﬁgf
2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 change
Per cent of nominal GDP: ' (per cent)
Taxation .......oveuiiiiiii 9.0 9.3 9.3 9.5 9.2 9.7 9.9 9.5 9.5 9.4 0.4
Natural resources .... 1.3 1.3 1.3 1.1 1.3 1.2 1.0 0.9 0.8 0.8 -6.1
Oher ..o 3.9 3.9 3.9 3.9 4.3 4.0 4.0 4.1 3.9 3.8 -0.3
Contributions from the federal government .... 3.5 3.9 3.6 3.2 3.3 3.1 3.1 3.1 3.1 3.0 -1.7
Commercial Crown corporation net income ... 1.5 14 1.2 1.3 1.2 14 11 1.2 1.2 1.1 -3.5
Total revenue ................ccoeeviiiniiininnns 19.4 19.8 19.3 19.0 19.3 19.4 19.2 18.9 18.5 18.1 -0.7
Growth rates (per cent):
Taxation .......cooeiiuieiii e -5.4 75 5.8 45 -0.6 10.2 5.1 0.3 3.7 3.1 n/a
Natural resources .... -30.5 3.1 3.1 -12.1 19.5 -0.6 -13.9 -7.2 -10.0 0.6 n/a
Other ......ccoeevveennee. 4.6 4.0 5.8 3.1 10.9 -2.2 4.6 5.5 0.2 0.9 n/a
Contributions from the federal government .... 15.5 15.6 -3.6 -8.7 6.5 -2.3 4.5 4.6 23 2.6 n/a
Commercial Crown corporation net income ... 53 -3.1 -8.5 3.2 -2.7 24.8 -19.9 111 3.3 0.2 n/a
Totalrevenue ................ccooeviiiiinnannn, -1.9 71 2.7 0.6 4.0 5.5 1.9 2.3 2.0 2.3 n/a
Per capita ($): 2
Taxation ....cc.vveneiieiieee e 4,014 4,262 4,478 4,634 4,567 4,971 5,176 5,126 5,248 5,343 3.2
Natural resources ............cooeeeviiiiieinneennns, 600 611 625 544 645 633 540 495 440 437 -3.5
Other .o 1,738 1,785 1,874 1,914 2,104 2,033 2,106 2,195 2,172 2,163 25
Contributions from the federal government .... 1,571 1,793 1,715 1,551 1,637 1,579 1,635 1,689 1,707 1,729 1.1
Commercial Crown corporation net income ... 688 658 598 611 589 727 577 633 646 639 -0.8
Total revenue ..................cccoueeeeeeee.... 8,610 9,109 9,290 9,254 9,542 9,943 10,034 10,138 10,212 10,311 2.0
Real Per Capita Revenue (2015 $)°................ 9,216 9,621 9,585 9,442 9,745 10,052 10,034 9,948 9,820 9,720 0.6
Growth rate (percent) .........cc.covieiiiieinnnen. -3.3 4.4 -0.4 -1.5 3.2 3.2 -0.2 -0.9 -1.3 -1.0 0.2

Revenue as a per cent of GDP is calculated using nominal GDP for the calendar year ending in the fiscal year (e.g. 2016/17 revenue divided by nominal GDP for the 2016 calendar year).

z Per capita revenue is calculated using July 1 population (e.g. 2016/17 revenue divided by population on July 1, 2016).

® Revenue is converted to real (inflation-adjusted) terms using the consumer price index (CPI) for the corresponding calendar year (e.g. 2016 CPI for 2016/17 revenue).
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Table A11 Expense by Function — 2009/10 to 2018/19*

(% millons) Actual Actual Actual Actual Actual Actual ggr‘;ifi EZ‘;‘:E;L Plan Plan A;":rﬁgf’
2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 change
Function: (per cent)
Health:
Medical Services Plan ......................... 3,407 3,641 3,873 3,906 4,114 4,136 4,267 4,476 4,645 4,832 4.0
Pharmacare ...........ccccoeiiiiiiiiiinnns 1,053 1,129 1,147 1,122 1,130 1,120 1,144 1,216 1,216 1,216 1.6
Regional services .............ccocoeiiiiiiians 10,259 10,585 11,243 11,772 11,953 12,404 12,877 13,194 13,570 13,943 3.5
Other healthcare expenses ................... 593 620 637 685 653 699 792 752 758 762 2.8
15,312 15,975 16,900 17,485 17,850 18,359 19,080 19,638 20,189 20,753 3.4
Education:
Elementary and secondary 5,778 5,802 5,885 6,002 6,133 6,064 6,345 6,350 6,417 6,484 1.3
Post-secondary ...........coooeiiiiiiiniann.. 4,732 4,859 4,907 5,103 5,284 5,349 5,487 5,665 5,811 5,959 2.6
Other education expenses .................... 528 504 436 423 410 414 476 461 457 458 1.6
11,038 11,165 11,228 11,528 11,827 11,827 12,308 12,476 12,685 12,901 1.7
Social services:
Social assistance .............ccocoeeiiiiinnen. 1,454 1,506 1,550 1,552 1,572 1,589 1,605 1,689 1,758 1,763 2.2
Child welfare .........cccoviiiiiiiiiiins 1,079 1,123 1,117 1,122 1,112 1,144 1,256 1,372 1,391 1,403 3.0
Low income tax credit transfers ............. 216 408 509 534 279 248 237 250 250 250 1.6
Community living and other services ...... 729 754 769 806 857 881 905 957 978 1,009 3.7
3,478 3,791 3,945 4,014 3,820 3,862 4,003 4,268 4,377 4,425 27
Protection of persons and property ............ 1,396 1,460 1,524 1,532 1,517 1,446 1,511 1,468 1,453 1,462 0.5
Transportation ..........ccccovviiiiiiiiiiiien. 1,453 1,580 1,545 1,555 1,580 1,608 1,679 1,846 1,792 1,836 26
Natural resources & economic development 2,159 2,349 1,873 2,092 1,755 2,191 2,333 2,018 2,019 2,040 -0.6
Other ..o 1,382 1,208 1,414 1,346 1,184 1,288 1,244 1,343 1,336 1,319 -0.5
ContingeNnCies .........cocuvveiiiiiiiiiiiiieieaneen - - - - - - 350 450 400 400 n/a
General government ... 1,375 1,146 1,235 1,262 1,386 1,360 1,279 1,310 1,353 1,352 -0.2
Debt servicing .........cocoveiiiiiiiiiin 2,197 2,252 2,383 2,390 2,482 2,498 2,578 2,635 2,793 2,930 3.3
Operating eXpense ...............c..cccceeenes 39,790 40,926 42,047 43,204 43,401 44,439 46,365 47,452 48,397 49,418 24
Unusual items:
HST transition funding repayment .............. - - 1,599 - - - - - - -
Total expense ............ccoeveviiiiinnannn. 39,790 40,926 43,646 43,204 43,401 44,439 46,365 47,452 48,397 49,418
Per cent of operating expense:
Health ......coooiiii 38.5 39.0 40.2 40.5 41.1 41.3 41.2 41.4 41.7 42.0 1.0
Education 27.7 27.3 26.7 26.7 27.3 26.6 26.5 26.3 26.2 26.1 -0.7
Social services and housing ..................... 8.7 9.3 9.4 9.3 8.8 8.7 8.6 9.0 9.0 9.0 0.3
Protection of persons and property ............ 3.5 3.6 3.6 3.5 3.5 3.3 3.3 3.1 3.0 3.0 -1.9
Transportation ............ccoovviiiiiiiiiiiin, 3.7 3.9 3.7 3.6 3.6 3.6 3.6 3.9 3.7 3.7 0.2
Natural resources & economic development 5.4 5.7 4.5 4.8 4.0 4.9 5.0 4.3 4.2 4.1 -3.0
Other ..o 3.5 3.0 3.4 3.1 2.7 29 27 2.8 2.8 2.7 -2.9
ContingeNCIeS .......cveviiiiiiiiiiiieieieieeen, - - - - - - 0.8 0.9 0.8 0.8 n/a
General government ...............cccceeeviennnen. 3.5 2.8 2.9 2.9 3.2 3.1 2.8 2.8 2.8 2.7 -2.6
Debt servicing .......ccooviviiiiiii 5.5 5.5 5.7 5.5 5.7 5.6 5.6 5.6 5.8 5.9 0.8
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

" Figures reflect government accounting policies used in the most recent Public Accounts audited financial statements.
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Table A12 Expense by Function Supplementary Information — 2009/10 to 2018/19
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Actual Actual Actual Actual Actual Actual ggiit:; Eil:i(;?;(ze Plan Plan AaV:r:jgf
2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 change
Per cent of nominal GDP: ' (per cent)
Health ... 7.8 7.8 7.8 7.9 7.9 7.7 7.8 7.7 7.6 7.5 -0.5
Education ..........oooiiiiiii 5.6 5.4 5.2 5.2 5.2 5.0 5.0 4.9 4.8 4.7 -2.1
Social SErviCes .........ovvvvviiiiiiiiiiiiiiieennnn 1.8 1.8 1.8 1.8 1.7 1.6 1.6 1.7 1.6 1.6 -1.1
Protection of persons and property ............ 0.7 0.7 0.7 0.7 0.7 0.6 0.6 0.6 0.5 0.5 -3.3
Transportation ...........ccocevieiiiiiiiiiiiiineanns 0.7 0.8 0.7 0.7 0.7 0.7 0.7 0.7 0.7 0.7 -1.2
Natural resources & economic development 1.1 1.1 0.9 0.9 0.8 0.9 1.0 0.8 0.8 0.7 -4.4
Other .o 0.7 0.6 0.7 0.6 0.5 0.5 0.5 0.5 0.5 0.5 -4.3
Contingencies - - - - - - 0.1 0.2 0.2 0.1 n/a
General government ...............coceeiieinnn. 0.7 0.6 0.6 0.6 0.6 0.6 0.5 0.5 0.5 0.5 -3.9
Debt servicing ..........ccocoiiiiiiiiiii 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.0 1.1 1.1 -0.6
Operating expense 20.3 20.0 19.4 19.5 19.2 18.7 18.9 18.6 18.2 17.8 -1.4
Growth rates (per cent):
Health ... 2.6 43 5.8 3.5 2.1 29 3.9 2.9 2.8 2.8 n/a
Education .........cocoiiiiiii 5.4 1.2 0.6 2.7 2.6 0.0 4.1 1.4 1.7 1.7 n/a
Social Services ..........oovveiiiiiiiiiiiien 4.7 9.0 41 1.7 -4.8 1.1 3.7 6.6 2.6 1.1 n/a
Protection of persons and property ............ -2.3 4.6 4.4 0.5 -1.0 -4.7 4.5 -2.8 -1.0 0.6 n/a
Transportation .............ccoooiiiiiiinn. 3.7 8.7 -2.2 0.6 1.6 1.8 4.4 9.9 -2.9 25 n/a
Natural resources & economic development 14.5 8.8 -20.3 1.7 -16.1 24.8 6.5 -13.5 0.0 1.0 n/a
Other ..o -16.2 -12.6 171 -4.8 -12.0 8.8 -3.4 8.0 -0.5 -1.3 n/a
General government ............cccoveeeinennnnn. -3.5 -16.7 7.8 2.2 9.8 -1.9 -6.0 24 3.3 -0.1 n/a
Debt servicing .........ccoovviiiiiiniiiiinn 1.8 25 5.8 0.3 3.8 0.6 3.2 2.2 6.0 4.9 n/a
Operating eXpense ...............c......c... 29 2.9 2.7 2.8 0.5 2.4 4.3 23 2.0 21 n/a
Per capita ($): *
Health ... 3,472 3,577 3,756 3,849 3,895 3,958 4,074 4,142 4,205 4,268 23
Education ..........oooiiiii 2,503 2,500 2,496 2,538 2,581 2,550 2,628 2,631 2,642 2,653 0.6
Social ServiCes .........covvvveiiiiiiiiiiiieennnn 789 849 877 884 834 833 855 900 912 910 1.6
Protection of persons and property ............ 317 327 339 337 331 312 323 310 303 301 -0.6
Transportation ..........c.cceeviuiiiiiiiiiiiiieanns 329 354 343 342 345 347 359 389 373 378 1.6
Natural resources & economic development 489 526 416 461 383 472 498 426 420 419 -1.7
Other .o 313 270 314 296 258 278 266 283 278 271 -1.6
Contingencies - - - - - - 75 95 83 82 n/a
General government ..............ccoeeiiiinnn. 312 257 274 278 302 293 273 276 282 278 -1.3
Debt Servicing .........oocoviiiiieiiiiiiie 498 504 530 526 542 539 550 556 582 603 2.1
Operating expense ........................... 9,022 9,164 9,345 9,511 9,471 9,582 9,901 10,008 10,080 10,163 1.3
Real Per Capita Operating Expense (2015 $) ° 9,656 9,679 9,642 9,705 9,672 9,685 9,900 9,821 9,692 9,580 -0.1
Growth rate (percent) ............ccooeiiiiin. 1.5 0.2 -0.4 0.6 -0.3 0.1 2.2 -0.8 -1.3 -1.2 0.1

Expense as a per cent of GDP is calculated using nominal GDP for the calendar year ending in the fiscal year (e.g. 2016/17 expense divided by nominal GDP for the 2016 calendar year).
Per capita expense is calculated using July 1 population (e.g. 2016/17 expense divided by population on July 1, 2016).
Expense is converted to real (inflation-adjusted) terms using the consumer price index (CPI) for the corresponding calendar year (e.g. 2016 CPI for 2016/17 expense).

xtpuaddy

LT1



GI/SI0Z 01 LI/910T — UVl [PI5u] puv 125png

Table A13 Full-Time Equivalents (FTEs) — 2009/10 to 2018/19 *

S 2015/16 2016/17 201718 2018/19 change
Taxpayer-supported programs and agencies: (per cent)
Ministries and special offices (CRF) ? ........ 31,353 30,221 27,228 27,326 26,526 26,679 27,000 27,400 27,600 27,600 -0.7
Service delivery agencies® ..................... 4,508 4,295 4,346 4,508 4,640 4,798 4,784 4,823 4,573 4,573 0.1
Total FTES .......oovvviiiiiiiiie, 35,861 34,516 31,574 31,834 31,166 31,477 31,784 32,223 32,173 32,173 -0.6
Growth rates:
Ministries and special offices (CRF) .......... -1.6 -3.6 -9.9 0.4 -2.9 0.6 1.2 1.5 0.7 0.0 -1.4
Service delivery agencies ................cc...... 2.4 -4.7 1.2 3.7 29 3.4 -0.3 0.8 -5.2 0.0 0.4
Population per FTE: *
Total FTES «ovniiiiiiiic e 123.0 129.4 142.5 142.7 147.0 147.4 147.3 147 1 149.2 151.2 11

Full-time equivalents (FTEs) are a measure of staff employment. FTEs are calculated by dividing the total hours of employment paid for in a given period by the number of hours an individual, full-time
person would normally work in that period. This does not equate to the physical number of employees. For example, two half-time employees would equal one FTE, or alternatively, three FTEs may
represent two full-time employees who have worked sufficient overtime hours to equal an additional FTE.

2

% Service delivery agency FTE amounts do not include SUCH sector staff employment.

4

Population per FTE is calculated using July 1 population (e.g. population on July 1, 2016 divided by 2016/17 FTEs).

The ministry 2011/12 FTE total includes a reduction of about 3,200 FTEs reflecting the shift of BC Ambulance Service oversight from the Ministry of Health to the Provincial Health Services Authority.
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Table A14 Capital Spending — 2009/10 to 2018/19
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($ millions) Actual Actual Actual Actual Actual Actual ggiif; EletJic:r?:tte Plan Plan Aav:rzﬁgf
2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 change
Taxpayer-supported: (per cent)
Education
Schools districts ...........ccooeoiiiii. 449 433 560 509 466 420 486 520 617 523 1.7
Post-secondary institutions .... 669 924 655 591 507 718 748 921 842 727 0.9
Health .........ocoiiii 927 916 732 742 690 900 1,003 1,193 815 896 -0.4
BC Transportation Financing Authority ........ 918 1,080 921 1,005 1,017 822 892 952 870 1,075 1.8
BC Transit .......coovvviiiiiiiii 150 39 37 48 80 83 53 66 84 95 -4.9
Vancouver Convention Centre expansion ..... 41 10 1 - - - - - - - n/a
BC Place redevelopment ................cooeeenes 75 197 194 6 - - - - - - n/a
Government direct (ministries) .... 306 261 245 267 298 326 354 434 475 385 2.6
HoUSING.......coviiiiiiiceie e 137 230 196 92 65 107 66 115 103 132
Other ..o 47 20 24 19 28 31 29 50 37 39 -2.1
3,719 4,110 3,565 3,279 3,151 3,407 3,631 4,251 3,843 3,872 0.4
Self-supported:
BC Hydro ......cccooeeeiiiiieenne 2,406 1,519 1,703 1,929 2,036 2,169 2,337 2,832 2,448 2,713 1.3
BC Transmission Corporation ..... 12 - - - - - - - - - n/a
Columbia River power projects 16 67 108 94 52 28 19 9 16 6 -10.3
Transportation Invest. Corp. (Port Mann) ..... 778 730 734 540 202 76 36 16 4 4 n/a
BC Railway Company .............ccccocveeienennn. 14 6 9 10 8 5 4 4 2 1 -25.4
ICBC ..o e 22 48 92 73 82 88 99 92 40 40 6.9
BC Lotteries 92 81 74 97 100 69 75 90 90 90 -0.2
Liquor Distribution Branch ......................... 19 18 19 10 13 25 34 65 59 32 6.0
OET oo 3 1 5 12 26 28 - = - - n/a
3,362 2,470 2,744 2,765 2,519 2,488 2,604 3,108 2,659 2,886 17
Total capital spending ....................... 7,081 6,580 6,309 6,044 5,670 5,895 6,235 7,359 6,502 6,758 -0.5
Per cent of nominal GDP: 2
Taxpayer-supported ...........coveiiniiiinenennnns 1.9 2.0 1.6 1.5 14 14 1.5 1.7 14 14 -3.3
Self-supported .........ccooiiiiii 1.7 1.2 1.3 1.2 1.1 1.0 1.1 1.2 1.0 1.0 -5.4
Total ..o 3.6 3.2 2.9 2.7 2.5 2.5 2.5 2.9 2.4 2.4 -4.3
Growth rates:
Taxpayer-supported ...........coveinininnenennnns -0.6 10.5 -13.3 -8.0 -3.9 8.1 6.6 171 -9.6 0.8 0.8
Self-supported ..........ccoiiiiiiii 85.7 -26.5 11.1 0.8 -8.9 -1.2 4.7 19.4 -14.4 8.5 7.9
Total ..o 27.5 =71 -4.1 -4.2 -6.2 4.0 5.8 18.0 -11.6 3.9 2.6
Per capita: *
Taxpayer-supported ...........cccccveviiineinnnnn. 843 920 792 722 688 735 775 897 800 796 -0.6
Self-supported ... 762 553 610 609 550 536 556 656 554 593 2.7
Total ..o 1,605 1,473 1,402 1,331 1,237 1,271 1,331 1,552 1,354 1,390 -1.6
Real Per Capita Capital Spending (2015 $) * ... 1,718 1,556 1,447 1,358 1,264 1,285 1,331 1,523 1,302 1,310 -3.0
Growth rate (percent) .........ccooovviiiininnnnns 257 9.4 -7.0 -6.2 -6.9 1.7 3.6 14.4 -14.5 0.6 0.2

Includes post-secondary institutions self-supported subsidiaries.

Capital spending as a per cent of GDP is calculated using nominal GDP for the calendar year ending in the fiscal year (e.g. 2016/17 amounts divided by nominal GDP for the 2016 calendar year).
Per capita capital spending is calculated using July 1 population (e.g. 2016/17 amounts divided by population on July 1, 2016).

Capital spending is converted to real (inflation-adjusted) terms using the consumer price index (CPI) for the corresponding calendar year (e.g. 2016 CPI for 2016/17 capital spending).
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Table A15 Statement of Financial Position — 2009/10 to 2018/19

(3 millions) 2@83?0 zﬁ%”/? 2/?)?: /a1ﬂ2 2Ao?t2u/a1”3 2'8‘13?/11 2A0(1:tzl1j/?|5 ggriact:i Ezl:ic'i‘g;te 20???18 20?2?19 2\/:’:32'6
2015/16 2016/17 change
Financial assets: (per cent)
Cash and temporary investments .............. 2,911 3,060 3,235 3,174 2,802 3,676 2,997 2,339 2,310 2,131 -2.8
Other financial assets ................ . 7,171 7,990 7,938 8,186 9,336 9,136 9,342 9,408 9,106 8,852 1.9
Sinking funds ............ 1,329 1,410 1,491 1,778 835 977 1,678 1,069 1,106 484 -8.8
Investments in commercial Crown corporations:
Retained earnings .............cc..cc..co...... 7,458 7,092 6,998 7,541 7,839 8,271 7,352 8,213 8,631 9,195 1.9
Recoverable capital loans ................... 11,471 12,947 14,846 16,907 18,921 20,317 21,616 23,414 24,612 25,787 76
18,929 20,039 21,844 24,448 26,760 28,588 28,968 31,627 33,243 34,982 5.7
Warehouse borrowing program assets ....... - - - - - - - - - - n/a
30,340 32,499 34,508 37,586 39,733 42,377 42,985 44,443 45,765 46,449 3.9
Liabilities:
Accounts payable & accrued liabilities ........ 7,286 7,919 9,119 9,150 8,298 8,312 8,354 9,638 10,015 10,449 3.3
Deferred revenue .............cccooeiiiiiiiniantn. 10,002 10,750 10,459 9,895 9,718 9,809 9,360 8,945 8,986 9,116 -0.8
Debt:
Taxpayer-supported debt ........... 29,968 31,821 34,659 38,182 41,068 41,880 42,709 43,227 44,242 45,089 3.8
Self-supported debt .................. 11,917 13,333 15,534 17,634 19,625 21,040 22,331 24,113 25,294 26,452 7.5
Forecast allowance .................. - - - - - - 250 350 350 350 n/a
Total provincial debt ........................... 41,885 45,154 50,193 55,816 60,693 62,920 65,290 67,690 69,886 71,891 5.0
Add: debt offset by sinking funds ........ 1,329 1,410 1,491 1,778 835 977 1,678 1,069 1,106 484 -8.8
Less: guarantees and
non-guaranteed debt ................ (546) (455) (730) (755) (726) (739) (730) (714) (698) (680) 2.0
Financial statement debt .............ccccoocvvnenn, 42,668 46,109 50,954 56,839 60,802 63,158 66,238 68,045 70,294 71,695 48
59,956 64,778 70,532 75,884 78,818 81,279 83,952 86,628 89,295 91,260 3.9
Net liabilities ..................o...coovveoorvre. (29.616) _ (32,279) _ (36,024) _ (38,298) _ (39,085) _ (38,902) _ (40,967) _ (42,185) _ (43,530) _ (44,811) 38
Capital and other assets:
Tangible capital assets ... 32,219 34,278 35,692 36,762 37,778 39,028 40,505 42,500 44,068 45,676 3.2
Restricted assets ....... 1,241 1,312 1,377 1,442 1,493 1,553 1,609 1,664 1,720 1,775
Other assets ...........cceevveviiiiiiiiiiieinn, 896 1,086 1,215 1,267 1,641 1,573 1,581 1,581 1,580 1,581 5.3
34,356 36,676 38,284 39,471 40,912 42,154 43,695 45,745 47,368 49,032 3.3
Accumulated surplus (deficit) .................... 4,740 4,397 2,260 1,173 1,827 3,252 2,728 3,560 3,838 4,221 n/a
Per cent of nominal GDP: '
Net liabilities ...........cocooveiiiiiiiiiie, 15.1 15.7 16.6 17.3 17.2 16.4 16.7 16.6 16.4 16.2 0.6
Capital and other assets .......................... 17.5 17.9 17.7 17.8 18.1 17.8 17.8 18.0 17.8 17.7 0.1
Growth rates:
Net liabilities ...........cccooveviiiiiiiiiie, 12.2 9.0 11.6 6.3 2.1 -0.5 5.3 3.0 3.2 2.9 4.8
Capital and other assets .......................... 5.8 6.8 4.4 3.1 3.7 3.0 3.7 4.7 3.5 3.5 4.0
Per capita: 2
Net liabilities ..........ccoooviiiiiiiniie, 6,715 7,228 8,007 8,431 8,529 8,387 8,748 8,898 9,066 9,215 2.9
Capital and other assets ..................c...... 7,789 8,212 8,509 8,689 8,928 9,088 9,330 9,649 9,865 10,083 2.4

' Net liabilities as a per cent of GDP is calculated using GDP for the calendar year ending in the fiscal year (e.g. 2016/17 amount divided by GDP for the 2016 calendar year).
2 Per capita net liabilities is calculated using July 1 population (e.g. 2016/17 amount divided by population on July 1, 2016).
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Table A16 Changes in Financial Position — 2009/10 to 2018/19

($ millions) Actual Actual Actual Actual Actual Actual ggri?:fsdt Ezl';(rjr?:ftte Plan Plan 10-Year
2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 Total
(Surplus) deficit for the year ...................... 1,812 247 1,850 1,168 (327) (1,683) (377) (264) (287) (373) 1,766
Comprehensive income (increase) decrease (481) 96 287 (81) (327) 258 901 (568) 9 (10) 84
Change in accumulated (surplus) deficit ..... 1,331 343 2,137 1,087 (654) (1,425) 524 (832) (278) (383) 1,850
Capital and other asset changes:
Taxpayer-supported capital investments ..... 3,719 4,110 3,565 3,279 3,151 3,407 3,631 4,251 3,843 3,872 36,828
Less: amortization and other
accounting changes .... (2,039) (2,051) (2,151) (2,209) (2,135) (2,157) (2,154) (2,256) (2,275) (2,264) (21,691)
Increase in net capital assets ........ 1,680 2,059 1,414 1,070 1,016 1,250 1,477 1,995 1,568 1,608 15,137
Increase (decrease) in restricted assets ....... 63 7 65 65 51 60 56 55 56 55 597
Increase (decrease) in other assets ............. 138 190 129 52 374 (68) 8 - (1) 1 823
1,881 2,320 1,608 1,187 1,441 1,242 1,541 2,050 1,623 1,664 16,557
Increase (decrease) in net liabilities ............. 3,212 2,663 3,745 2,274 787 (183) 2,065 1,218 1,345 1,281 18,407
Investment and working capital changes:
Increase (reduction) in cash and
temporary investments ....................... (2,274) 149 175 61) (372) 874 (679) (658) (29) (179) (3,054)
Increase (decrease) in warehouse
borrowing investments ....................... (2,081) - - - - - - = - - (2,081)
Investment in commercial Crown corporations:
Increase (decrease) in retained earnings 1,506 (366) 94) 543 298 432 (919) 861 418 564 3,243
Self-supported capital investments ........ 3,362 2,470 2,744 2,765 2,519 2,488 2,604 3,108 2,659 2,886 27,605
Less: loan repayments and
other accounting changes .......... (1,040) (994) (845) (704) (505) (1,092) (1,305) (1,310) (1,461) (1,711) (10,967)
3,828 1,110 1,805 2,604 2,312 1,828 380 2,659 1,616 1,739 19,881
Other working capital changes .................. 331 (481) (880) 1,068 1,236 (163) 1,314 (1.412) (683) (1,440) (1,110)
(196) 778 1,100 3,611 3,176 2,539 1,015 589 904 120 13,636
Increase (decrease) in financial statement
debt ... 3,016 3,441 4,845 5,885 3,963 2,356 3,080 1,807 2,249 1,401 32,043
(Increase) decrease in sinking fund debt ..... 805 (81) (81) (287) 943 (142) (701) 609 (37) 622 1,650
Increase (decrease) in guarantees (14) (31) (27) (14) (6) (6) (1) - 1 (1) (99)
Increase (decrease) in non-guaranteed debt 64 (60) 302 39 (23) 19 (8) (16) (17) (17) 283
Increase (decrease) in total provincial debt . 3,871 3,269 5,039 5,623 4,877 2,227 2,370 2,400 2,196 2,005 33,877
Represented by increase (decrease) in:
Taxpayer-supported debt ........ 3,566 1,853 2,838 3,523 2,886 812 829 518 1,015 847 18,687
Self-supported debt ................ 305 1,416 2,201 2,100 1,991 1,415 1,291 1,782 1,181 1,158 14,840
Forecast allowance ................ - - - - - - 250 100 - - 350
Total provincial debt ............... 3,871 3,269 5,039 5,623 4,877 2,227 2,370 2,400 2,196 2,005 33,877
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Table A17 Provincial Debt — 2009/10 to 2018/19

($ millions) Actual Actual Actual Actual Actual Actual Eg:;t:; EletJi:faette Plan Plan A;V:rzigf
2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 change
Taxpayer-supported debt: (per cent)
Provincial government direct operating ...... 7,359 6,964 7,813 9,408 10,223 9,280 8,068 6,215 4,659 2,703 -10.5
Other taxpayer-supported debt (mainly capital):
Education facilities
Post-secondary institutions ................... 3,824 4,092 4,185 4,315 4,386 4,518 4,715 5,008 5,337 5,640 4.4
School districts ..........ccccoeviiiiiiiin 5,777 6,016 6,407 6,830 7,245 7,600 7,991 8,392 8,951 9,435 5.6
9,601 10,108 10,592 11,145 11,631 12,118 12,706 13,400 14,288 15,075 5.1
Health facilities .............cccooiiiiiins 4,389 4,895 5,293 5,691 6,038 6,522 6,962 7,652 8,031 8,651 7.8
Highways, ferries and public transit
BC Transit .......ccovvvniiiiiiiiiiiieneeeeeee 140 158 183 163 143 123 157 183 205 242 6.3
BC Transportation Financing Authority .... 5,211 5,785 6,287 7,084 7,912 8,428 9,252 10,118 11,025 12,200 9.9
Public transit .............cooiiiiiiiii, 997 997 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 0.0
SkyTrain extension 1,154 1,155 1,174 1,174 1,174 1,174 1,174 1,174 1,174 1,174 0.2
7,502 8,095 8,644 9,421 10,229 10,725 11,583 12,475 13,404 14,616 7.7
Other
BC Immigrant Investment Fund ............. 289 347 398 363 440 414 300 212 152 35 -20.9
BC Pavilion Corporation ............. 49 250 383 383 382 381 383 393 401 408 n/a
Homeowner Protection Office 144 - - - - - - - - - n/a
Provincial government general capital ..... 294 570 808 1,073 1,372 1,698 1,912 2,238 2,613 2,902 n/a
Social Housing ........cccoovviiiiiiiiiennen, 305 511 674 658 719 715 769 716 668 673 9.2
Other ..., 36 81 54 40 34 27 26 26 26 26 -3.6
1,117 1,759 2,317 2,517 2,947 3,235 3,390 3,585 3,860 4,044 15.4
Total other taxpayer-supported debt ........ 22,609 24,857 26,846 28,774 30,845 32,600 34,641 37,012 39,583 42,386 7.2
Total taxpayer-supported debt ..................... 29,968 31,821 34,659 38,182 41,068 41,880 42,709 43,227 44,242 45,089 4.6
Self-supported debt:
Commercial Crown corporations and agencies
BCHydro ......o.ooovviiiiiiiiien 10,792 11,710 12,978 14,167 15,559 16,544 17,815 19,560 20,719 21,858 8.2
BC Lotteries ...........coccveviennnnn. 60 85 90 132 155 140 146 156 166 179 n/a
BC Transmission Corporation ................ 70 - - - - - - - - - n/a
Columbia Power Corportation ................ - - - - - 300 296 291 285 279
Columbia River power projects .............. 196 183 481 475 470 464 457 443 428 411 8.6
Post-secondary institution subsidiaries .... 220 173 173 215 198 222 222 222 222 222 0.1
Transportation Invest. Corp. (Port Mann) . 544 1,148 1,779 2,610 3,209 3,335 3,361 3,409 3,444 3,473 n/a
Other....oooiii e 35 34 33 35 34 35 34 32 30 30 -1.7
Total self-supported debt 11,917 13,333 15,534 17,634 19,625 21,040 22,331 24,113 25,294 26,452 9.3
Forecast allowance .....................ccoeeveinnnn, - - - - - - 250 350 350 350 n/a
Total provincialdebt .........................cooeenele 41,885 45,154 50,193 55,816 60,693 62,920 65,290 67,690 69,886 71,891 6.2
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Table A18 Provincial Debt Supplementary Information — 2009/10 to 2018/19 !

($ millions) Actual Actual Actual Actual Actual Actual ggiifi Ezltjii?:tte Plan Plan A;V:r:igle
2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 change
Per cent of nominal GDP: ? (per cent)

Taxpayer-supported debt:

Provincial government direct operating ... 3.8 3.4 3.6 4.2 4.5 3.9 3.3 2.4 1.8 1.0 -13.9

Education facilities ................cc.ooeenee. 4.9 4.9 49 5.0 5.1 5.1 5.2 5.3 54 54 1.2

Health facilities ..............cccceeeeinis 2.2 24 24 2.6 2.7 2.8 2.8 3.0 3.0 3.1 3.8

Highways, ferries and public transit ..... 3.8 3.9 4.0 4.3 4.5 4.5 4.7 4.9 5.0 5.3 3.6

Other ..oooovii 0.6 0.9 1.1 1.1 1.3 1.4 1.4 1.4 1.5 1.5 11.0
Total taxpayer-supported debt ............... 15.3 15.5 16.0 17.2 18.1 17.7 17.4 17.0 16.7 16.3 0.7

Self-supported debt:

Commercial Crown corporations & agencies . 6.1 6.5 7.2 8.0 8.7 8.9 9.1 9.5 9.5 9.5 52
Total self-supported debt ...................... 6.1 6.5 7.2 8.0 8.7 8.9 9.1 9.5 9.5 9.5 52
Total provincialdebt .......................... 21.3 22.0 23.2 25.2 26.8 26.5 26.7 26.6 26.3 25.9 2.2

Growth rates:

Taxpayer-supported debt:

Provincial government direct operating ... 28.1 5.4 12.2 20.4 8.7 9.2 -13.1 -23.0 -25.0 -42.0 -4.8

Education facilities ................c..coo. 5.1 5.3 48 5.2 4.4 4.2 4.9 515, 6.6 55 5.1

Health facilities ..............cccccoeieiiis 11.5 11.5 8.1 7.5 6.1 8.0 6.7 8.5 6.3 7.7 8.2

Highways, ferries and public transit ..... 9.8 7.9 6.8 9.0 8.6 4.8 8.0 7.7 7.4 9.0 7.9

Other ...c.ovviiiiic . 47.4 57.5 317 8.6 171 9.8 4.8 5.8 7.7 4.8 19.5
Total taxpayer-supported debt ............... 13.5 6.2 8.9 10.2 7.6 2.0 2.0 1.2 2.3 1.9 5.6

Self-supported debt:

Commercial Crown corporations & agencies . 25.0 11.9 16.5 13.5 11.3 7.2 6.1 8.0 4.9 4.6 10.9

Warehouse borrowing program .................. -100.0 - - - - - - - - - n/a
Total self-supported debt 2.6 11.9 16.5 13.5 11.3 7.2 6.1 8.0 4.9 4.6 8.7
Total provincialdebt .......................... 10.2 7.8 11.2 11.2 8.7 3.7 3.8 3.7 3.2 2.9 6.6

Per capita: *

Taxpayer-supported debt:

Provincial government direct operating ........ 1,668 1,559 1,737 2,071 2,231 2,001 1,723 1,311 970 556 -11.5

Education facilities ..............c.ccooiiiiinn 2,177 2,263 2,354 2,453 2,538 2,613 2,713 2,826 2,976 3,100 4.0

Health facilities ............c.ccoeiiiiiiiiiiins 995 1,096 1,176 1,253 1,318 1,406 1,487 1,593 1,673 1,779 6.7

Highways, ferries and public transit 1,701 1,813 1,921 2,074 2,232 2,312 2,473 2,631 2,792 3,006 6.5

OtNET e . 253 394 515 554 643 697 724 756 804 832 141
Total taxpayer-supported debt ............... 6,794 7,125 7,703 8,405 8,962 9,029 9,120 9,117 9,214 9,272 3.5

Self-supported debt:

Commercial Crown corporations & agencies . 2,702 2,985 3,453 3,882 4,282 4,536 4,768 5,086 5,268 5,439 8.1
Total self-supported debt ...................... 2,702 2,985 3,453 3,882 4,282 4,536 4,768 5,086 5,268 5,439 8.1
Total provincialdebt .......................... 9,496 10,111 11,156 12,287 13,244 13,565 13,942 14,277 14,555 14,783 5.0

Real Per Capita Provincial Debt (2015$) “....... 10,164 10,679 11,510 12,538 13,526 13,713 13,942 14,009 13,996 13,937 3.6

Growth rate (percent) .........cc.cooeviiiiininnnn. 8.7 5.1 7.8 8.9 7.9 1.4 1.7 0.5 -0.1 -0.4 4.1

Numbers may not add due to rounding.

Debt as a per cent of GDP is calculated using nominal GDP for the calendar year ending in the fiscal year (e.g. 2016/17 debt divided by nominal GDP for the 2016 calendar year).

Per capita debt is calculated using July 1 population (e.g. 2016/17 debt divided by population on July 1, 2016).

Debt is converted to real (inflation-adjusted) terms using the consumer price index (CPI) for the corresponding calendar year (e.g. 2016 CPI for 2016/17 debt).
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Table A19 Key Provincial Debt Indicators — 2009/10 to 2018/19

Actual Actual Actual Actual Actual Actual ggr:ifsdt EletJi(ri?;:e Plan Plan :\V:r:jgf
2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 change

Debt to revenue (per cent) (per cent)

Total provincial .......ccocceveviiiiiiiniiinns 86.5 88.5 94.7 104.1 107.6 106.4 107.6 109.6 110.8 111.3 2.8

Taxpayer-supported ..............ccceeevneennnes 82.6 78.8 85.1 93.7 96.1 94.1 92.7 92.4 93.1 93.0 1.3
Debt per capita ($) '

Total provincial .......ccoeeevvenieiiiiiiiiaans 9,496 10,111 11,156 12,287 13,244 13,565 13,942 14,277 14,555 14,783 5.0

Taxpayer-supported ...............cccuverennnn. 6,794 7,125 7,703 8,405 8,962 9,029 9,120 9,117 9,214 9,272 35
Debt to nominal GDP (per cent) 2

Total provincial .......ccoceueeuiiiiiiiniiiinnns 213 22.0 23.2 25.2 26.8 26.5 26.7 26.6 26.3 25.9 22

Taxpayer-supported ..............ccoeeeuneennnn. 15.3 15.5 16.0 17.2 18.1 17.7 17.4 17.0 16.7 16.3 0.7
Interest bite (cents per dollar of revenue) *

Total provincial .......cccvvviiiiiiiiiiins 4.6 4.2 4.3 4.4 45 4.2 4.4 4.2 4.5 4.6 0.1

Taxpayer-supported ...............ccceeeennnnns 4.2 4.0 4.0 3.9 3.9 3.6 3.6 3.6 3.8 3.8 -1.1
Interest costs ($ millions)

Total provincial .......ccoeeeveenieiiiiiiinns 2,206 2,155 2,300 2,336 2,547 2,465 2,663 2,607 2,829 2,979 34

Taxpayer-supported ..............ccceeeuneennnn. 1,535 1,596 1,625 1,590 1,686 1,591 1,660 1,683 1,796 1,859 2.2
Interest rate (per cent) *

Taxpayer-supported ............c.cooevveienennns 5.4 5.2 4.9 4.4 4.3 3.8 3.9 3.9 4.1 4.2 -2.9
Background Information:
Revenue ($ millions)

Total provincial °.........ccc.c.ooevviiviriiiiiinnnn, 48,438 51,035 52,993 53,613 56,402 59,136 60,652 61,738 63,079 64,572 3.2

Taxpayer-supported ° 36,272 40,385 40,734 40,744 42,725 44,483 46,048 46,763 47,535 48,458 3.3
Debt ($ millions)

Total provincial 41,885 45,154 50,193 55,816 60,693 62,920 65,290 67,690 69,886 71,891 6.2

Taxpayer-supported 7 .............cccoeeeeeenniin. 29,968 31,821 34,659 38,182 41,068 41,880 42,709 43,227 44,242 45,089 4.6
Provincial nominal GDP ($ millions) ®.............. 196,250 205,117 216,786 221,414 226,605 237,188 244,990 254,839 265,672 277,045 3.9
Population (thousands at July 1) °................. 4,411 4,466 4,499 4,543 4,583 4,638 4,683 4,741 4,802 4,863 11

1

2

3

Weighted average of all outstanding debt issues.

The ratio of debt to population (e.g. 2016/17 debt divided by population at July 1, 2016).

Excludes revenue of government enterprises, but includes dividends from enterprises paid to the consolidated revenue fund.

Population at July 1st within the fiscal year (e.g. population at July 1, 2016 is used for the fiscal year ended March 31, 2017).

Excludes debt of commercial Crown corporations and agencies and funds held under the province's warehouse borrowing program.

Includes revenue of the consolidated revenue fund (excluding dividends from enterprises) plus revenue of all government organizations and enterprises.

The ratio of interest costs (less sinking fund interest) to revenue. Figures include capitalized interest expense in order to provide a more comparable measure to outstanding debt.

Nominal GDP for the calendar year ending in the fiscal year (e.g. Nominal GDP for 2016 is used for the fiscal year ended March 31, 2017). 2015 GDP is a Ministry of Finance estimate.

The ratio of debt outstanding at fiscal year end to provincial nominal gross domestic product (GDP) for the calendar year ending in the fiscal year (e.g. 2016/17 debt divided by 2016 nominal GDP).
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