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Introduction

General Description of the Province

Geograpby

Pbysiograpby

Climate and Vegetation

British Columbia is located on Canada’s Pacific coast, and has a land and
freshwater area of 95 million hectares. It is Canada’s third largest province and
comprises 9.5 per cent of the country’s total land area.

The province is nearly four times the size of Great Britain, 2.5 times larger than
Japan and larger than any American state except Alaska. BC's 7,022-kilometre
coastline supports a large shipping industry through ice-free, deep-water

ports. The province has about 8.5 million hectares of grazing land, 1.8 million
hectares of lakes and rivers, and 950,000 hectares of agricultural land that is
capable of supporting a wide range of crops.

BC is characterized by mountainous topography, but also has substantial
areas of lowland and plateau country. The province has four basic regions,
a northwesterly trending mountain system on the coast, a similar mountain
system on the east, and an extensive area of plateau country between the
two. The northeastern corner of the province is lowland, a segment of the
continent’s Great Plains.

The western system of mountains averages about 300 kilometres in width
and extends along the entire BC coast and the Alaska panhandle. The Coast
Mountains contain some of the tallest peaks in the province. The western
system includes the Insular Mountains that form the basis of Vancouver Island
and the Queen Charlotte Islands. These islands help to shelter the waters off
the mainland coast of BC, which form an important transportation route for
people and products.

The interior of the province is a plateau of rolling forest and grassland, 600 to
1,200 metres in average elevation. North of Prince George the interior becomes
mountainous, but plateau terrain returns just south of the Yukon boundary

in the area drained by the Liard River. The southern interior’s water system is
dominated by the Fraser River, which has a drainage area covering about one-
quarter of the province. The Rocky Mountains, in the eastern mountain system,
rise abruptly on the southern BC-Alberta boundary and are cut by passes that
provide dramatic overland transportation routes into the province. The Rocky
Mountain Trench lies immediately to the west of the Rockies. This extensive
valley, the longest in North America, is a geological fault zone separating
different earth plates. It is the source of many of BC’s major rivers, including
the Peace, Columbia and Fraser.

Coastal BC has abundant rainfall and mild temperatures associated with a
maritime climate. The Pacific coast has an average annual rainfall of between
155 and 440 centimetres, while the more sheltered coasts of eastern Vancouver
Island and the mainland along the Strait of Georgia average between 65 and
150 centimetres. Canada’s longest frost-free periods of over 180 days per
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year are enjoyed along the edges of the coastal zone and far inland along

the Fraser River valley. Temperatures fall quickly up the steep slopes of the
Coast Mountains. The predominant trees in this coastal region are the western
hemlock, western red cedar and balsam (amabilis fir) in the wetter parts, and
Douglas fir and grand fir in the drier areas.

BC’s interior region has a mainly continental type of climate, although not

as severe as that of the Canadian prairies. Considerable variation in climate
occurs, especially in winter, as mild Pacific storms bring relief from cold spells.
The southern interior has the driest and warmest climate of the province.

In the valleys, annual precipitation ranges from less than 30 centimetres to

50 centimetres, while daily temperatures can average over 20 degrees Celsius
in July and just under freezing in January. The climate becomes more extreme
further north and precipitation increases. The frost-free period in the north is
short and variable. Lodgepole pine is the dominant tree of commercial value in
the interior.

The northeast region of the province is an extension of the western prairie
region of Alberta. It has a continental climate that is more extreme than that of
the northern interior region. However, it does have long hot summers and a
frost-free period long enough to grow grain, forage and other crops.
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6 Chapter 1 — Economic Review

2002 Overview

The British Columbia economy grew more rapidly than expected from the
2001 slowdown, posting 1.8 per cent real growth in 2002, following the

0.2 per cent decline in 2001. British Columbia's economic turnaround was
hindered by a relatively weak recovery in the U.S. economy. Continuing
geopolitical uncertainty also limited growth rates for many of the province's
economic partners. The lack of resolution in the U.S. softwood lumber dispute
impacted the provincial forest sector. However, natural gas activity picked up
towards the end of the year.

Consumer spending remained robust through the year thanks to purchases

of large consumer durables. The housing sector also recorded a significant
increase in 2002 propelled by low mortgage rates. Although BC experienced
robust job creation through the year with 78,000 jobs since December 2001,
annual growth was limited to 1.6 per cent reflecting job losses in the latter part
of 2001.

Chart 1.1 Canadian and British Columbia economic growth

Per cent change in real GDP @ British Columbia B Canada
6 -

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Source: Statistics Canada

External Environment

During 2002, the North American economy expanded at a moderate pace,
reflecting a hesitant U.S. recovery. A much stronger recovery in Canada

was evidenced by growth in employment, housing construction and trade.
Geopolitical uncertainties heated up in 2002 as tensions around the war on
terrorism, the situation in the Middle East, the revelation of North Korea's
nuclear program and the oil sector strike in Venezuela raised concerns for the
global economy.
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Chapter 1 — Economic Review 7

U.S. Economy

Canadian Economy

International Economy

Financial Markets

The U.S. economy expanded 2.4 per cent in 2002, an improvement from the
0.3 per cent growth recorded in 2001 when the U.S. dipped into recession.
Consumer spending was up strongly due to increased sales of consumer
durables and a surge in automobile sales caused by dealer incentives and low
interest rates. Housing starts rose 6.9 per cent to 1.7 million units, the highest
level since 1986. However, behind the improvement in total output were
signs of slowing business investment and manufacturing output. Industrial
production declined 0.8 per cent in 2002, as excess capacity acted as a major
brake on the economy. Consumer debt also reached record levels, and without
strong job and income growth, consumers' ability to repay their loans was
minimal.

The Canadian economy outperformed the U.S. economy in 2002, growing

an estimated 3.3 per cent. Unlike the U.S., growth in Canada was broadly
based and accompanied by significant gains in employment. Canadian interest
rates remained near historically low levels despite a modest increase in July.
Consumer spending was strong with retail sales up 6.0 per cent in 2002.
Purchases of larger consumer durables, like furniture and appliances, as well
as new motor vehicles drove the increase. The manufacturing sector in Canada
benefited from lower production costs on goods sold into the U.S. market
thanks to a weak Canadian dollar

Overseas, economic conditions were stagnant in Japan. Real GDP inched up
by 0.2 per cent in 2002, following growth of just 0.4 per cent in 2001. High oil
prices, resulting from the strike in Venezuela and rising tensions in the Middle
East hurt the economy. The outlook for Japanese economic growth remains
weak.

Elsewhere, the European economy confronted challenges including weakening
domestic demand and, in Germany, a fragile banking system. The German
economy grew just 0.2 per cent in 2002, the slowest growth in nine years.
Robust growth in exports saved Europe's largest economy from slipping into a
recession last year.

The International Monetary Fund estimates that world growth in gross
domestic product rose from 2.3 per cent in 2001 to 3.0 per cent in 2002.

Interest rates held steady for most of 2002. Before the 50 basis point reduction
in the federal funds rate in November, this key U.S. interest rate had been
unchanged since December 2001. In Canada, the Bank of Canada raised the
overnight target rate by 75 basis points between April and July 2002 and then
stayed on the sidelines for the remainder of the year.

2003 Financial and Economic Review — July 2003



Chapter 1 — Economic Review

Chart 1.2 External economic growth

Per cent change in real GDP @ Japan W Europe
ou.s. OWorld
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Source: International Monetary Fund

The relative lack of movement in U.S. interest rates reflected the weakness of
the U.S. recovery. At the same time, Canada's economy rebounded strongly
and output moved closer to full capacity. Rising geopolitical uncertainty and
the lack of a solid global recovery helped ease some of the pressure to raise
domestic interest rates.

Chart 1.3 Short-term interest rates
Per cent, 3-month T-bills —— Canada ---U.S.

8 -

2000 2001 2002

Source: Bank of Canada and Federal
Reserve Bank of San Francisco

The value of the Canadian dollar fell against the U.S. dollar throughout 2002.
For the year, the currency averaged 63.7 cents US, down 0.9 cents US from
2001. In January 2002, the Canadian dollar closed at 62.0 US, the lowest value
since the Canadian dollar was established.
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British Columbia Economy

Real GDP

Capital Investment

The British Columbia economy grew 1.8 per cent in 2002, after a 0.2 per cent
decline in 2001. Growth was mainly due to increased domestic activity.
Consumer spending, which accounts for about two-thirds of economic activity
in the province, benefited from continued low interest rates, growth in
employment and federal and provincial tax cuts. Domestic demand remained
relatively robust with housing starts and retail sales recording significant
annual per cent growth increases, and final domestic demand posted

1.7 per cent growth.

Total employment rose 1.6 per cent in 2002 and the annual unemployment
rate rose by 0.8 percentage points to 8.5 per cent. For the first time, over two
million British Columbians were employed.

Consumer demand remained strong with retail sales posting a 6.0 per cent
increase in 2002, equivalent to the Canada-wide growth rate. Residential
investment also grew strongly with housing starts averaging an increase of
25.5 per cent over 2001, the highest growth in a decade.

In 2002, economic output advanced 1.8 per cent, as consumer spending
continued its fast-paced momentum from 1996. Business investment declined
in 2002, due to a 21.0 per cent decrease in non-residential investment.

The volume of imports rose more than exports, which also slowed overall
economic growth. Consumer spending grew 2.7 per cent in 2002, continuing
to be the main driver of economic growth.

Chart 1.4 British Columbia GDP by component

=2 u
Per cent change 2001 2002
10
5
0 -
-5 -
Consumption Government Government Business Exports Imports Total GDP

Expenditure Investment Investment

Source: Statistics Canada

Total capital investment' in the province fell 4.7 per cent to $21.9 billion
in 2002. Public sector investment rose 11.4 per cent, but private sector

"Investment figures generated by Statistics Canada based on a survey of British Columbia businesses, institutions and government.
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Exports

investment, which accounts for just over 75 per cent of total investment, fell
8.7 per cent.

After a major capital spending increase in the mining, quarrying and oil well
industry in 2001, investment in the industry fell 36.0 per cent in 2002 as energy
prices weakened. Information and cultural industries investment was down
27.9 per cent, and finance and insurance fell 23.7 per cent.

Meanwhile, despite big drops in capital spending in many industries,
housing investment was up 8.3 per cent reflecting low mortgage interest
rates and rising housing starts through the year. Investment in education rose
19.3 per cent, and investment in health services was up 24.1 per cent.

Investment figures for 2002 include spending on major capital projects across
the province including:

e The SkyTrain Millenium Line;
e Vancouver General Hospital Redevelopment;
¢ Kicking Horse Canyon (Golden to Yoho) 5 Mile Bridge Project;

e University of British Columbia Life Sciences Centre.

The value of foreign merchandise exports fell 9.2 per cent in 2002. Exports

to the U.S,, the province’s largest trading partner, fell 11.8 per cent, largely
due to a decline in the value of energy exports. The value of exports to Japan
dropped 4.7 per cent, led by declines in pulp, and lumber. Exports to the
Pacific Rim, excluding Japan, rose 7.6 per cent, and exports to Western Europe
fell 14.4 per cent. Appendix Table A1.7 provides detail on exports by major
market and commodity.

Chart 1.5 Exports by market, 2002

BC origin merchandise

Western  Other exports 2002 = $28.8 billion

Europe 2.8%
6.4% N

Other Pacific
9.8%

Japan
13.4%

u.s.
67.6%

Source: Statistics Canada
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As a result, the U.S. was the destination of a slightly smaller share of British
Columbia exports in 2002, accounting for 67.6 per cent. Japan’s share rose to
13.4 per cent (see Chart 1.5).

Commodity prices were the main reason for the decline in the value of exports
in 2002. Electricity prices, in particular, declined about 83 per cent from

2001 to 2002. This caused the value of electricity exports to fall significantly,
despite an increase in the quantity exported. Natural gas prices fell over

$10 U.S./MmBTU from their peak in January 2001 to December. They have
declined a further 41 per cent in 2002 from the previous year. Forest product
prices also fell during 2002.

The softwood lumber dispute with the U.S. has affected exports in an
unexpected way. The U.S. imposed duties of about 27 per cent on Canadian
softwood lumber that crossed the border. In order to minimize costs Canadian
companies responded to the duties by increasing production at efficient mills,
while less efficient mills closed. The lumber market became oversupplied
causing prices to fall. As a result, while B.C. companies produced 11 per cent
more lumber measured in volume terms in 2002, the value of lumber exports
dropped 4 per cent.

e Lumber prices averaged $235 US per thousand board feet in 2002, down
from $248 US in 2001.

e Pulp prices averaged $463 US per tonne in 2002, down significantly from
$543 US in 2001. Prices fell steadily during the year as global demand
slowed.

e Newsprint prices followed pulp prices, averaging $468 US per tonne, down
from $588 US in the previous year.

Chart 1.6 Key commodity prices

Natural gas Spruce pine fir lumber
$US/MmBTU, Sumas $US/000 bd feet

16 — - 400
—— Natural Gas
- - -SPF Lumber

300

200

100

0 1 1 0

2000 2001 2002

Source: Madison’s Lumber Reporter and
Ministry of Energy and Mines
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Population and Labour Force Characteristics

Historically, British Columbia's population has grown faster than Canada's due
to large net inflows of people from the rest of the country and immigrants
from other countries. This changed in 1998. The province's population growth
slowed due to a net outflow of people to other parts of Canada, while overall
net migration remained positive. As well, net international in-migration slowed
in the wake of the Asian downturn and the turnover of Hong Kong to China.
By 2000, British Columbia's population growth had slowed to 0.8 per cent,
slightly below the national average and the slowest rate since the province
joined Canada in 1871. Subsequently the province's population grew by

1.0 per cent in 2001 and 2002, as the pace of migrants leaving BC slowed.

Map 1.1 Net interprovincial and international migration in B.C.

Territeries
37

678

International

28,835 1211

=

Atlantic
124

Mote: Met population movement represents
total inflowy less tatal outflow: Source: Statistics Canada

Chart 1.7 British Columbia population by age and sex, 2002
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Source: BC Stats and Statistics Canada
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The provincial labour force grew modestly over the past five years, with
the exception of 1998 and 2001 when general economic indicators were
weaker. The labour force expanded by 2.6 per cent in 2002. Employment
grew at an average annual rate of 1.1 per cent from 1998 to 2002. The pace
of employment growth picked up from a 0.3 per cent decline in 2001 to a
1.6 per cent increase in 2002.

Labour and Income Developments

Prices and Wages

Employment levels rose in 2002 or stayed steady in all the major sectors

of the economy with the exception of the public administration sector,

which declined by 4.3 per cent. Manufacturing sector employment crept up
0.4 per cent led by growth in the food, paper, and transportation equipment
industries. The main negative pressure on goods sector employment was from
a 9.1 per cent decline in the number of jobs in the wood products industry.

Employment in the trade sector rose 3.1 per cent in 2002, adding 9,500 jobs

to the total. Employment in the service industries grew 1.4 per cent, largely
due to expansion in the health and welfare sector. Although B.C. experienced
robust job creation through the year, with around 78,000 jobs since December
2001, annual job growth was limited to 1.6 per cent, reflecting job losses in the
latter part of 2001.

Table 1.1 British Columbia Population and Labour Market Statistics

Units 1998 1999 2000 2001 2002

Population (as at July 1) (thousands) 3,997.1  4,028.3 4,0601 4,101.6 4,141.3

(% change) 0.9 0.8 0.8 1.0 1.0

Net Migration 10,745 20,339 18,506 31,634 23,498
International 28,266 32,752 33,289 37,966 28,835
Interprovincial -17,521 12,413  -14,783 -6,332 -5,337

Labour Force (thousands)  2,051.2 2,079.1 2,099.7 2,103.5 2,157.8
(% change) 0.5 14 1.0 0.2 2.6

Employment (thousands) 1,870.2 1,906.4 1,949.1 19424 1,973.4
(% change) 0.1 1.9 2.2 -0.3 1.6

Unemployment Rate (%) 8.8 8.3 7.2 7.7 8.5

Source: Statistics Canada

The rate of inflation increased substantially in the second half of the year and
peaked at an annual rate of 3.5 per cent in November and December of 2002.
This was due to a bounce back from the very low levels of inflation that were
recorded in the months immediately after September 11, 2001.

Personal income increased 1.5 per cent in 2002, reflecting moderate
employment growth, and increases in average weekly earnings. Total wages
and salaries grew 2.4 per cent between 2001 and 2002, bolstered by high-
paying jobs in high-tech as well as in the resource industry, but investment
income weakened, reflecting lower interest rates and a weak stock market.
Corporate profits fell slightly for the second year in a row, down 2.8 per cent
in 2001 and 1.9 per cent last year.

2003 Financial and Economic Review — July 2003



14 Chapter 1 — Economic Review

Table 1.2 Price and Earnings Indices

Units 1998 1999 2000 2001 2002
Consumer Price Index (1992=100) 110.0 111.2 113.3 115.2 117.9
(British Columbia) (% change) 0.3 1.1 1.9 1.7 23
Average weekly earnings %) 643.06 650.96 662.81 667.86 674.78
(% change) 0.7 1.2 1.8 0.8 1.0
Wages and salaries ($ millions) 54,174 56,263 60,270 61,496 62,985
(% change) 21 3.9 71 2.0 2.4
Personal income ($ millions) 98,135 101,384 107,460 110,258 111,955
(% change) 2.3 3.3 6.0 2.6 1.5
Corporate profits (pre-tax) ($ millions) 7,335 9,121 10,300 10,009 9,821
(% change) -11.5 243 12.9 -2.8 -1.9

Source: Statistics Canada

Consumer Expenditure and Housing

Consumer spending remained relatively robust through the year. The total
value of retail sales rose 6.0 per cent in 2002, following a 6.0 per cent increase
in 2001. The increase was mainly due to the purchases of large consumer
durables including new motor vehicles, furniture and appliances.

Housing starts soared in the province through the year as mortgage interest
rates continued to decline. For 2002, housing starts totaled 21,625 units, a
25.5 per cent increase from 2001 and the largest increase in a decade.

Chart 1.8 Building permits by activity
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Source: Statistics Canada
As a result of improving housing demand, the value of residential building

permits rose 37.4 per cent to $3.9 billion. The housing sector boom resulted
from a combination of several factors. Strong employment growth, very low
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mortgage rates, the scarcity of dwellings available for rent or sale, and rising
disposable income together created exceptional conditions that attracted
consumers to the new home market. The value of non-residential building
permits fell 16.6 per cent to $1.8 billion.

Industrial Structure and Performance

The province's rich endowment of natural resources and their development
historically formed the backbone of British Columbia's economic structure.

In the past, the economy was largely based on primary and secondary

forest production for export markets. Other natural resource sectors, such as
agriculture, mining (including oil and gas) and fishing (including aquaculture)
also contributed significantly.

In recent years, a more diversified economy has emerged, supported by
many non-resource activities such as film, tourism, high-technology industries
including software and biotechnology, and other value-added industries. The
British Columbia economy is steadily maturing into a more broadly based
structure that is becoming less vulnerable to changes in international markets
for natural resources. By comparison to other Canadian provinces, B.C.'s
service sector is one of the largest as a share of GDP.

Chart 1.9 Service industries in British Columbia
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Source: Statistics Canada

The distribution of industrial output reflects the declining relative share of
natural resources in British Columbia's gross domestic product in the past
decade or so. The agriculture, forestry, fishing, hunting and mining industries
(including their support activities) produced 6.5 per cent of total real gross
domestic product in 2002, down from 7.0 per cent in 1992. Manufacturing
industries (sawmills, pulp mills, factories, smelters, etc.) which, for the most
part, process primary resource products into goods of higher value, produced
10.5 per cent of the total real gross domestic product in 2002, compared to
12.0 per cent in 1992.
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High Tech

In total, the goods-producing sector, including the construction and utilities
industries, produced 24 per cent of the province's total output in 2002. This
was down from 25 per cent a year earlier, and 29 per cent in 1992.

Service-producing industries generated 76 per cent of the total provincial
gross domestic product in 2002. Industries within the service sector include:
transportation, communications and storage; wholesale and retail trade;
finance, insurance and real estate; community, business and personal services;
and public administration and defense.

The goods-producing sector employed only 20 per cent of workers in 2002,
down from 23 per cent in 1992. With the declining share of natural resources
in provincial output, the percentage of people employed in the goods sector
has also seen a declining trend in recent years. The service-producing sector
is the province's largest employer, accounting for nearly 80 per cent of total
employment in 2002.

The high technology sector? has been a leading performer in British
Columbia's economy, and outperformed other sectors in revenue, employment,
and wage and salary growth. However, the global meltdown in high-tech in
2001 also affected British Columbia's high-tech industry, as total output from
the high-tech sector shrank by 4.0 per cent in 2001. This was the first time
since 1996 that GDP growth in the high-tech sector was below the provincial
average. Revenue and earnings also fell due to a downturn in the high-tech
manufacturing sector.

Chart 1.10 Trends in high technology employment in B.C.
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Source: Statistics Canada

Although the service industries dominate the high-tech sector in terms of size,
it has been the manufacturers that have provided much of the stimulus for
GDP growth in the last decade. High-tech manufacturing industries’ average

2Data for the high technology sector in 2002 was not available at the time of publication.
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annual GDP growth rate was 11.7 per cent over the last ten years, compared to
4.5 per cent for high-tech service industries over the same period.

Employment in B.C.’s high-tech sector has grown rapidly over the past decade.
The year 2001 was no exception as employment grew substantially to 45,550
workers, up 5.2 per cent from 2000. This compares to -0.3 per cent growth for
employment in all sectors in the province’®. The high-tech sector in B.C. gained
approximately 2,260 jobs in 2001.

High-tech employment growth outpaced the expansion of overall employment
in most years in the last decade. This long run of growth has caused the
number of workers in the high-tech sector to increase by almost 68 per cent
over the last ten years. The high-tech sector now accounts for 2.9 per cent of
all jobs, up from 2.0 per cent in 1991.

Tourism

The tourism industry has been another bright spot in British Columbia’s
economy in the past decade, growing faster than the overall provincial
economy. Tourism grew rapidly in 1999 and 2000, buoyed by a low Canadian
dollar. This fast-paced growth continued into the first half of 2001 until the
terrorist attacks on September 11", when tourism revenue tumbled as a result
of the reduced number of tourists. However, tourism room revenue still grew
2.2 per cent in 2001. Room revenues increased by the same amount again in
2002, topping $1.5 billion.

Chart 1.11 B.C. Tourism industry
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Source: BC Stats

3 Economy wide figures are based on the Labour Force Survey.
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Energy In British Columbia

British Columbia is emerging as a key
player in North America’s energy future.
Its oil, natural gas and hydroelectric
production is already tied into the North
American market through a series of
pipelines and transmission interconnects.
Furthermore, with its large reserves of
natural gas and untapped potential, British
Columbia has the capacity to significantly
increase its energy production and exports
in the future.

BC’s Economic Advantages:

e Highly productive onshore oil and gas
industry with three of the largest recent
natural gas finds in North America
(Ladyfern, Monkman and Greater Sierra);

e Significant coalbed methane potential,

e Seven major undeveloped onshore
basins;

e Huge offshore potential and a new,
dedicated offshore team to work with

2 ﬁ J_J,u*ﬂ'

S

First Nations, communities and the
federal government to develop BC’s
offshore oil and gas resources;

e Large and diverse hydro production,
and the second lowest industrial rates in
North America;

e Connected to U.S. infrastructure and
energy hubs;

e Centre of North America’s fuel cell
industry; and

e Tremendous potential for solar, wind,
geothermal, ocean, small hydro, biofuels
and biomass energy.

British Columbia’s natural gas production
accounts for three percent of North
American output. However, while U.S.
production has remained static, British
Columbia’s production has almost doubled
over the last 10 years. British Columbia has
huge proven reserves and undiscovered
resource potential. With its well-developed

& ae
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pipeline infrastructure and close proximity
to the U.S. market, British Columbia will
continue to expand its role in the North
American energy market.

e British Columbia’ producing fields (in
the north east of the province) have
marketable natural gas reserves of 8.9
trillion cubic feet (Tcf).

e Even in the producing area of
northeastern BC there is a further 14

to 30 Tcf of undiscovered resources
potential.

e Several coalbed methane (CBM)
evaluation projects are underway.

e British Columbia produces 16 million
barrels (MMBO) of oil per year.

e British Columbia produces 1.1 Tcf of
natural gas per year.

British Columbia
Oil and Gas Basins

Under-Explored Basins
Resource Potential

Gas CBM Qil
Onshore 18 Tcf 89 Tcf 7,700 MMBO
Offshore 42 Tcf - 10,000 MMBO

Producing Area of NE BC

Gas Qil
Marketable Remaining 8-9 Tcf 160 MMBO
Reserves
Resource Potential 14-30 Tcf 173 MMBO
(Marketable)
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B.C.'s Economic Development Initiatives

British Columbia is committed to building a
strong and vibrant economy characterized
by new investment, new job opportunities
and a higher standard of living for British
Columbians. Several key initiatives include:

Deregulation

As part of the deregulation initiative more
than 28,000 regulatory requirements

have been eliminated, providing greater
flexibility for businesses and making the
province an attractive location to invest.

Companies will soon be able to use a
single business number to complete
several business processes at one-time,
including incorporations, re-organizations
and data maintenance. The new Business
Corporations Act provides greater flexibility
and helps to make the province a more
attractive location to do business. The new
act adopted the latest and best ideas from
other jurisdictions, clarifies the rules and
embraced technological advances such as
electronic filing.

Energy

A new energy plan was designed to
capitalize on British Columbia's competitive
advantage in energy by increasing
investment in the energy sector and
maintaining low-cost electricity and public
ownership of BC Hydro.

Transportation Infrastructure Plan

The government has announced a multi-
year plan to open up the province by
building an integrated and competitive
transportation system throughout

British Columbia.

In addition to a new transportation
investment plan, the government

has implemented a new capital asset
management framework that encourages
new ways to provide public sector

infrastructure. The framework provides
for alternative service delivery options,
including public private partnerships (P3s).

Forestry Policy Reform

The forest industry remains a cornerstone
of the British Columbia economy. The
government has taken several steps to
improve the long-term viability of the
industry and improve its competitiveness.
The new Forest and Range Practices Act
replaces the Forest Practices Code with a
results-based regulatory regime. The new
regime came into effect April 1, 2003 and
will substantially reduce industry costs
while ensuring sustainability and protecting
other values associated with British
Columbia's forests.

In addition, the province has embarked on
series of reforms to transform the industry
to a more market - based approach. These
reforms include changes to the tenure
system such as removal of minimum cut
levels, more auction based timber sales,
and an end to the appurtenancy system.

Competitive Tax Regime

British Columbia's tax system is now more
competitive. After cutting personal income
taxes by 25 per cent, the overall level of
taxes for British Columbia families are the
second lowest in the country. And the
province has the lowest income tax rates
in the country for the bottom two tax
brackets.

A substantial investment has also been
made in restoring B.C.'s business tax
climate. The province's ability to attract
and retain investment has been improved
due to a lower corporate income tax rate,
the elimination of the corporate capital
tax, a sales tax exemption for production
machinery and equipment, and sector
specific tax reductions.
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Table A1.1 Summary of Economic Activity for British Columbia

Units 1988 1989 1990 1991 1992
Annual aggregate indicators
POPUIAtION "o, (thousands) 3,115.7 3,198.5 3,291.4 3,373.4 3,470.3
Nominal gross domestic product (at market prices)..... ($ millions) 69,408 75,582 79,350 81,849 87,242
Real gross domestic product (chained 1997 $)........... ($ millions) 91,395 94,400 95,722 95,897 98,373
Personal inCome...........coeviiiiiiiiiiiiceeeeea ($ millions) 58,298 65,009 72,038 75,336 78,610
Capital investment..............coooiii ($ millions) - - - 17,370 17,979
Business incorporations.............ccccooviiiiiiiiiieenns (number) 18,703 21,817 19,550 18,528 20,406
Labour statistics
Labour force. ... ..o (thousands) 1,599 1,659 1,700 1,749 1,804
Employment........coiiiii e (thousands) 1,435 1,509 1,555 1,573 1,620
Unemployment rate..........ccocoeiiiiiiiiiiiiiiiiieeans (per cent) 10.2 9.0 8.6 10.1 10.2
Prices and earnings
Consumer price index (British Columbia).................. (1992=100) 83.9 87.7 924 97.4 100.0
Consumer price index (Vancouver).............c..ccc.oeune. (1992=100) 83.8 87.5 92.3 97.1 100.0
Average weekly wage rate 2 e, %) - - - - -
Wages and salaries 2...............cccooiieiiiiiee ($ millions) - - - - .
Financial indicators
Prime rate........coooiiii (per cent) 10.83 13.33 14.06 9.94 7.48
Canada/U.S. exchangerate..............ccoeeiiiiininnenns (U.S. cents) 81.25 84.46 85.71 87.28 82.73
Conventional (5 year) mortgage rate........................ (per cent) 11.65 12.06 13.35 11.13 9.51
Other indicators
Manufacturing shipments..............ccocooiiiiiinen. ($ millions) - - - - 24,398
Retail sales ..o ($ millions) 20,802 22,791 24,200 23,613 24,512
Housing starts.........cooiiiiiii (number) 30,487 38,894 36,720 31,875 40,621
Non-residential building permits..................c..coooeiee. (% millions) 1,647 1,812 1,833 1,803 2,082
Tourism gross domestic product 2 ($ millions) - - - - -
High-tech gross domestic product S, ($ millions) - - - 1,674 1,760
B.C. product eXports..........ccocoiiiiiiiiiiie, ($ millions) 17,830 18,334 16,650 15,301 16,363
Commodity data
Lumber production.............ccoeiiiiiiiiiiies (thousand m3) 36,736 35,952 33,514 31,406 33,396
Log production (timber harvest)..................coooiene. (thousand m3) 86,808 87,415 78,318 73,677 74,006
Market pulp shipments............cc.cooiiiiiiin (000 tonnes) 4,141 4,189 3,547 4,014 3,825
Newsprint, other paper and paperboard production..... (000 tonnes) 2,878 2,846 2,994 2,721 2,682
Petroleum and natural gas production...................... ($ millions) 736 783 899 858 890
Coal production...........cceoiuiiiiiiiii e (000 tonnes) 24,813 25,134 24,367 24,848 18,094
Solid mineral production..............ccocoviiiiiiiinininn. ($ millions) 3,224 3,180 2,971 2,755 2,537
Electric power generated...............cc.ooiiiiiiininne, (GW.h) 60,943 57,655 60,662 62,981 64,058
Farm cash receipts..........coooiviiiiiiiiiieee ($ millions) 1,206 1,255 1,299 1,340 1,427
Landed value of fish products..............ccccoeiiiiiinne. ($ millions) 573 513 559 492 533

' As at July 1. Data take into account adjustments made for net census undercount in 1991 and 1996, and non-permanent residents.
2Data prior to 1997 are not available.
% Retail sales data prior to 1991 include the old federal manufacturer's sales tax (FST); data for 1991 onwards does

not include the goods and services tax.

4 Data not available.

®Data prior to 1991 are not available.

Sources: Statistics Canada and BC STATS, Ministry of Finance, based on federal, provincial and industry data.
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Table A1.1 Summary of Economic Activity for British Columbia - continued

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2001-2002
(per cent)

3,571.5 3,681.8 3,784.0 3,882.0 3,959.7 3,997.1 4,028.3 4,060.1 4,101.6 4,141.3 1.0
94,077 100,512 105,670 108,865 114,383 115,641 120,599 129,356 130,859 134,365 27
102,770 105,669 108,194 110,857 114,383 115,883 119,122 124,187 123,912 126,141 1.8
81,914 85,703 90,056 92,661 95,925 98,135 101,384 107,460 110,258 111,955 1.5
18,853 21,335 20,556 19,411 22,552 20,643 20,652 21,025 22,934 21,853 4.7
22,955 25,774 23,846 22,848 22,958 20,759 21,009 21,515 19,749 21,262 7.7
1,856 1,928 1,958 1,995 2,040 2,051 2,079 2,100 2,104 2,158 2.6
1,676 1,754 1,792 1,821 1,869 1,870 1,906 1,949 1,942 1,973 1.6
9.7 9.0 8.4 8.7 8.4 8.8 8.3 7.2 7.7 8.5 10.4
103.5 105.5 107.9 108.9 109.7 110.0 111.2 113.3 115.2 117.9 23
103.6 105.7 108.4 109.2 109.8 110.4 111.4 113.9 116.0 118.6 22
- - - - 610.7 618.4 625.2 637.1 645.7 667.5 34

- - - - 53,035 54,174 56,263 60,270 61,496 62,985 24

5.94 6.88 8.65 6.06 4.96 6.60 6.44 7.27 5.81 4.21 -27.5
77.51 73.22 72.86 73.34 72.22 67.41 67.31 67.32 64.56 63.68 -1.4
8.78 9.53 9.16 7.93 7.07 6.93 7.56 8.35 7.40 7.02 -5.2
26,583 30,333 34,207 32,932 33,496 31,757 35,616 37,768 34,106 34,236 04
26,553 29,442 31,496 32,071 33,736 33,049 33,684 35,821 37,979 40,273 6.0
42,807 39,408 27,057 27,641 29,351 19,931 16,309 14,418 17,234 21,625 25.5
1,944 1,772 1,966 1,957 1,960 2,022 2,104 2,089 2,125 1,771 -16.7
- - - - 4,739 4,892 5,047 5,400 5,587 nat -

1,918 1,964 2,283 2,179 2,608 2,716 2,961 3,435 3,449 na.t -
19,064 22,894 26,893 25,765 26,761 26,045 29,113 33,750 31,780 28,843 -9.2
33,935 33,671 32,611 32,671 31,562 30,238 32,397 32,352 30,182 33,555 11.2
79,239 75,649 76,472 75,213 68,628 64,967 75,997 76,984 72,009 73,386 1.9
4,040 4,763 4,572 4,390 4,532 4,462 4,995 5,152 4,710 4,493 -4.6
3,052 2,961 2,850 2,834 2,605 2,659 3,039 3,093 2,900 2,920 0.7
1,089 1,270 1,040 1,333 1,588 1,573 2,091 4,783 5,666 4,256 -24.9
19,482 22,966 24,515 26,179 27,812 25,276 24,810 26,152 26,482 24,409 -7.8
2,371 2,676 3,437 3,087 3,131 3,025 2,565 2,879 2,866 2,814 -1.8
58,774 61,015 58,006 71,765 66,961 67,710 68,045 68,241 57,332 64,888 13.2
1,452 1,543 1,599 1,712 1,759 1,835 1,938 2,074 2,249 2,242 -0.3
605 735 587 589 604 547 613 659 645 nat -
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Table A1.2 British Columbia Real GDP at Market Prices, Expenditure Based

Machinery and

Consumer Government Residential Non-Residential Equipment Business
Expenditure Expenditure Investment Investment Investment Investment Exports Imports Real GDP
(millions of 1997 $, chained)
1997...... 72,380 22,266 8,716 5,791 6,799 21,306 49,691 55,143 114,383
1998...... 73,585 22,875 7,543 4,704 7,340 19,598 51,092 54,559 115,883
1999...... 75,504 22,820 7,048 5,004 7,711 19,800 55,060 58,083 119,122
2000...... 78,051 23,391 7,048 5,202 8,626 20,915 57,403 60,126 124,187
2001...... 80,289 24,734 7,739 5,459 8,658 21,896 54,962 60,720 123,912
2002...... 82,461 24,926 8,951 4,315 8,245 21,468 55429 61,886 126,141
(annual percentage change)
1998...... 1.7 2.7 -13.5 -18.8 8.0 -8.0 2.8 -1.1 1.3
1999...... 2.6 -0.2 -6.6 6.4 5.1 1.0 7.8 6.5 2.8
2000...... 3.4 25 0.0 4.0 11.9 5.6 4.3 3.5 4.3
2001...... 29 5.7 9.8 4.9 0.4 4.7 -4.3 1.0 -0.2
2002...... 2.7 0.8 15.7 -21.0 -4.8 -2.0 0.8 1.9 1.8
Source: Statistics Canada
Table A1.3 British Columbia GDP at Basic Prices, by Industry
Crop and Fishing, Forestry ~ Mining, Transportation Wholesale Finance, Public
Animal Hunting and and Oil and Gas and and Retail Insurance and  Other  Administration Total
Production  Trapping Logging Extraction Manufacturing Construction Utilities Warehousing Trade Real Estate  Services and Defence GDP
(millions of 1997 $)
1997.. 968 201 3,610 2,646 11,479 6,434 2,468 6,590 10,982 23,606 29,807 5,764 104,554
1998.. 917 131 3,683 2,855 11,323 5,895 2,526 6,607 11,735 23,912 30,720 5,849 106,151
1999.. 999 104 3,454 2,803 12,773 5,826 2,599 6,696 11,866 24,465 31,352 5,915 108,851
2000.. 1,049 96 3,480 3,199 13,431 5,879 2,645 6,898 12,392 25,396 33,116 5,968 113,550
2001.. 1,059 97 3,292 3,450 12,058 5,905 2,461 6,754 12,567 26,214 34,528 6,154 114,539
2002.. 1,073 101 3,192 3,203 12,249 5,804 2,507 6,763 13,418 27,144 35,238 6,195 116,888
(annual percentage change)
1998.. -5.3 -35.0 2.0 7.9 -1.4 -8.4 2.3 0.3 6.9 1.3 3.1 1.5 1.5
1999.. 9.0 -20.4 -6.2 -1.8 12.8 -1.2 29 1.3 1.1 23 21 1.1 25
2000.. 5.0 -7.5 0.8 141 5.2 0.9 1.8 3.0 4.4 3.8 5.6 0.9 4.3
2001.. 0.9 0.5 -5.4 7.8 -10.2 0.5 -7.0 -2.1 1.4 3.2 4.3 3.1 0.9
2002.. 1.3 5.0 -3.0 -7.1 1.6 -1.7 1.9 0.1 6.8 3.5 2.1 0.7 2.1

Source: Statistics Canada
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Table A1.4 British Columbia GDP, Income Based
Interestand  Accrued Net  Net Income of Indirect Capital Cons.

Corporation  Miscellaneous  Income of Non-farm Inventory  Net Domestic Taxes  Allowances and GDP GDP at

Labour Profits before Investment Farm unincorporated  Valuation Product at less Misc. Valuation  Statistical at Market Basic

Income Taxes Income Operators Business Adjustment Basic Prices Subsidies  Adjustments  Discrepency Prices Prices

($ millions)
1997.. 60,681 8,286 8,444 89 7,780 101 90,040 14,480 14,526 -4 114,383 104,562
1998.. 61,965 7,335 8,355 166 8,285 -24 90,860 14,515 15,050 -6 115,641 105,904
1999.. 64,045 9,121 8,406 187 8,660 -408 94,829 14,980 15,611 -3 120,599 110,437
2000.. 68,369 10,300 10,302 188 8,908 -487 102,453 15,544 16,178 54 129,356 118,685
2001.. 69,882 10,009 8,344 319 9,167 -23 102,600 15,908 16,958 295 130,859 119,853
2002.. 71,348 9,821 9,225 266 9,691 -356 104,796 16,486 17,676 208 134,365 122,680
(annual percentage change)

1998.. 21 -11.5 -1.1 86.5 6.5 -123.8 0.9 0.2 3.6 50.0 1.1 1.3
1999.. 34 24.3 0.6 12.7 45 1,600.0 44 3.2 3.7 -50.0 4.3 43
2000.. 6.8 12.9 22.6 0.5 2.9 19.4 8.0 3.8 3.6 -1,900.0 7.3 7.5
2001.. 22 -2.8 -19.0 69.7 2.9 -95.3 0.1 23 4.8 446.3 1.2 1.0
2002.. 2.1 -1.9 10.6 -16.6 57 1,447.8 2.1 3.6 4.2 -29.5 2.7 2.4

Source: Statistics Canada
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Table A1.5 Employment by Industry in British Columbia

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

(thousands)
Total - all industries......................... 1,620 1,676 1,754 1,792 1,821 1,869 1,870 1,906 1,949 1,942 1,973
Primary industries..................cooo 79 79 80 81 85 88 84 78 85 69 69
Agriculture...............c.cooiiiiiiiin, 31 34 31 26 30 33 33 29 30 26 30
FOrestry.....ocouieiiiiiiiiiiiiiiiiii. 27 26 31 36 32 33 30 30 37 26 26
Fishing and trapping....................... 5 6 6 5 5 5 4 4 5 5 3
Mining.......ccooooieiiiiiiiiiiiiii, 16 12 12 14 18 17 17 15 13 12 10
Manufacturing............ccoocevviiiiinnnnn. 168 179 184 189 195 197 196 192 205 196 197
Food, beverages & tobacco............. 21 22 27 22 24 26 26 22 24 26 27
Wood products................cccevenn... 46 49 50 43 44 45 44 42 47 50 45
Paper ......c.coiiviiiiii 21 22 21 24 23 23 23 22 18 16 17
Printing & related support activities.... 9 8 9 9 12 10 8 9 11 8 9
Primary metals.............................. 7 8 9 12 12 9 9 9 11 8 6
Metal fabrication............................ 10 9 9 10 9 11 11 12 13 13 13
Transportation equipment................ 8 7 8 9 9 13 13 13 13 10 13
Other manufacturing....................... 47 55 51 60 63 62 64 63 70 66 67
Construction...........cocoeiiiiiiiiiiinn. 114 114 126 125 120 123 118 115 113 115 121
General contractors........................ 43 42 47 44 42 39 37 42 42 41 41
Special trade contractors................. 72 72 78 82 77 84 81 74 71 74 79
UtIlItIeS. .o, 11 12 13 11 11 10 11 12 11 12 12
Transportation and warehousing 101 101 99 97 99 109 106 118 114 107 110
Transportation............................... 99 95 96 93 96 103 103 114 111 103 105
Warehousing and storage................ 2 5 3 4 4 6 3 4 3 4 5
Trade....ooiiie 265 275 289 300 294 302 294 309 303 310 319
Wholesale trade............................ 60 64 64 66 68 71 62 80 67 69 73
Retail trade..............c.ccccoveiininin... 205 211 226 234 226 230 233 229 236 241 246
Finance, Insurance, Real Estate
&Leasing......coooviiiiiii 109 114 118 118 124 127 123 120 120 116 119
Finance.............cccovviiiiiiiiiennn. 42 47 48 48 51 56 53 54 53 54 54
Insurance ...............c.ccoiiiiiiiiiiin... 24 22 25 22 24 27 24 23 28 24 23
Real Estate...............ccccccoveininnn., 35 35 35 38 39 33 38 34 30 27 31
Leasing.......ccooeeiiiiiiiiiiiiiiii 9 10 10 10 10 11 8 10 9 12 11
Service industries............ccooeiiiiiiinin 674 700 746 769 787 814 845 873 908 929 942
Education and related services......... 106 113 120 123 118 122 120 128 135 136 140
Health and welfare services............. 163 164 171 177 183 190 195 195 202 204 217
Information, culture & recreation....... 65 67 79 86 85 89 94 92 99 106 106

Services to business management.... 127 142 154 157 166 175 190 201 208 215 211
Accommodation and food services.... 131 121 129 135 143 145 152 153 164 171 171

Miscellaneous services................... 82 92 93 91 92 93 94 105 99 98 97
Public administration.......................... 99 101 100 104 107 100 93 90 90 89 85
Federal administration.................... 35 34 33 33 37 34 29 32 32 30 31
Provincial administration.................. 33 30 34 38 36 32 29 28 26 32 26
Local administration....................... 32 38 33 34 34 34 35 31 31 27 28

Source: Statistics Canada, Labour Force Survey (unpublished data).
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Table A1.6 Capital Investment by Industry
Preliminary 2001 2002
Actual Actual Actual Actual Actual Intentions to to
1998 1999 2000 2001 2002 2003 2002 2003
($ millions) (per cent)

Agriculture, forestry, fishing and hunting...... 426.6 346.1 353.8 293.1 289.8 331.7 -1.1 14.5
Mining, quarrying and oil well industries....... 1,723.2 1,126.4 1,749.0 2,917.9 1,867.6 2,008.6 -36.0 7.5
Manufacturing............coooooiii 1,187.1 1,249.2 1,355.0 1,268.0 1,060.8 1,271.8 -16.3 19.9
ConStruction.........covuiviiiiiiiiieee 296.8 268.2 250.9 264.1 277.8 293.3 5.2 5.6
Transport & warehousing.......................... 1,767.9 2,024.9 2,231.8 1,950.8 2,097.1 1,854.7 75 -11.6
ULIlIIES. .o 908.2 874.9 832.7 935.2 1,188.6 1,316.6 271 10.8
Wholesale...........ccooiiiiiiiiiii 66.1 50.0 71.2 79.2 59.9 63.9 -24.4 6.7
Retail trade...........ccooviiiiiii 643.5 726.7 819.8 843.9 774.6 820.7 -8.2 6.0
Finance and insurance......................ooo..e. 1,627.8 1,827.2 1,605.2 1,419.1 1,082.6 1,195.7 -23.7 10.4
Real estate, rental and leasing................... 1,401.7 1,273.1 1,310.7 1,382.0 1,240.0 1,291.4 -10.3 41
Information and cultural industries.............. n.a. 1,150.1 961.3 1,403.5 1,011.7 905.9 279 -105
Professional, scientific and technical........... 335.6 226.8 272.6 285.6 255.5 268.4 -10.5 5.0
Management of companies and enterprises.. n.a. 38.8 15.8 28.7 20.2 21.5 -29.6 6.4
Admin, waste and remediation services....... 109.3 112.9 78.3 106.7 69.4 77.4 -35.0 11.5
Arts, entertainment and recreation.............. 85.2 105.2 83.0 111.2 79.9 107.2 -28.1 34.2
Accommodation and food services............. 295.8 247.9 230.5 213.9 232.4 220.5 8.6 -5.1
Education services..............ccoccoiiiiiiiininn.n. 487.5 654.2 667.7 616.3 735.0 743.8 19.3 1.2
Health services............cooeiviiiiiiiiniininns 219.5 420.8 439.1 540.4 670.5 680.0 241 1.4
Public administration................................ 1,756.6 2,276.4 2,102.1 2,131.3 2,2254 2,302.5 4.4 3.5
Other ServiCes. .......ovvuviuneiieiieieiieeen. 109.1 148.0 137.9 159.1 172.9 163.0 8.7 -5.7
HOUSING....ceiiiii e 5,860.4 5,209.9 5,185.8 5,705.6 6,176.8 6,709.4 8.3 8.6
Total " 20,642.8 20,651.6 21,0254 22,934.3 21,852.8 22,965.9 4.7 5.1
PUDlC. ... 3,723.8 4,612.3 4,617.6 4,543.2 5,062.5 5,227.4 1.4 3.3
Private.........oooiii 16,9189 16,039.3 16,407.8 18,3911 16,790.3 17,738.6 -8.7 5.6
Total........ooooiii 20,642.8 20,651.6 21,0254 22,934.3 21,852.8 22,965.9 4.7 5.1
Machinery and equipment......................... 8,028.0 7,841.3 8,359.4 8,869.1 8,439.3 8,831.6 -4.8 4.6
Construction...........cocoiiiiiiiiii 12,614.8 12,8104 12,666.0 14,0651 13,413.6 14,134.3 -4.6 5.4
Total........ooooii 20,642.8 20,651.6 21,0254 22,934.3 21,852.8 22,965.9 4.7 5.1

Note: Totals may not add due to rounding.
' Totals may not add due to some data not being disclosed for confidentiality reasons

Source: Statistics Canada.
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Table A1.7 British Columbia International Goods Exports by Major Market and
Selected Commodities, 2002
European Other Total -
Commodity U.S. Japan Union " Markets All Countries
($ millions)

Solid Wood Products...........coeveueneeeiieeeeie e, 6,963 1,761 232 332 9,288
Lumber (SOftWood).........ccovueeeiiie e 4,622 1,242 213 266 6,343
Cedar shakes and shingles...............cccoeeeieeeiiiiiin... 294 0 2 3 299
Plywood (SOftWOOd). ... . eeeeiiiiiiiiiie e, 350 45 8 2 405
Other panel products...............oouuiiiiiieeiiiiiiieeeeeees 500 33 1 7 541
Selected value-added wood products......................... 809 138 4 22 973
(01 =Y 388 302 4 34 728

Pulp and paper products.............ccoevveeieeiiiiieeiiiaeeiieees 2,284 464 903 1,418 5,069
PUID. e 620 299 864 1,028 2,811
N LT o o | ST 411 136 0 131 678
Paper, paperboard - excluding newsprint..................... 1,126 26 38 241 1,431
(01T 126 3 1 19 149

Agriculture and food other than fish................................. 1,070 123 35 196 1,424
Fruitand NUES...........coeiviiiiiie e 128 11 3 12 154
Vegetables. .......ooovvniiiiei e 192 11 4 13 220
(01 =Y 750 101 28 171 1,050

Fish products. .........c.ouuieiiiee e 676 198 47 93 1,014
Whole fish; fresh, chilled, frozen - excluding salmon...... 124 54 12 8 198
Whole salmon; fresh, chilled, frozen........................... 291 15 0 6 312
Salmon; canned, smoked, etC...............ccoeeeeiieiinnn... 5 2 32 14 53
(01T 257 127 3 64 451

Metallic mineral products................cceevvvueeeeiieeeeiieeee. 417 563 30 410 1,420
Copper ores and concentrates................oooeuueeeeeeee.s 12 186 0 151 349
Molybdenum ores and concentrates........................... 14 37 28 8 87
Unwrought aluminum............oooeiiiiiiiiinaeiiieeeeeees 72 231 1 148 452
UNWIoUght ZINC.....ueeiee e 241 3 0 67 311
(01 =Y 78 107 1 34 220

ENergy productS.........ceveueieiiiieeeeie e e 2,275 487 297 460 3,519
NGtUral Gas.........vueiii e 1,693 0 0 0 1,693
08I 133 486 297 457 1,373
EIECHICILY ...t 288 0 0 0 288
(01 =Y 162 1 0 2 165

Machinery and equipment...............ocoovviiiiiiiieeeeeeiiiinnnn. 2,725 94 202 318 3,339
Motor vehicles and parts................ccoeeeereieiiiiiiineenn.. 606 7 8 33 654
Electrical/electronic/communications.......................... 422 42 49 68 581
(01 =Y 1,697 45 145 216 2,103

Plastics and articles of plastic.................cceeiieeeiiiiiinn... 459 2 7 18 486

Apparel and aCCESSOMES. ... . cvuuunaeiiiiaeeiiiaaeeiiiaeeeiiees 197 3 3 3 206

All other commodities.................cooiiiiiiiiiiiiiee 2,438 176 40 424 3,078
Total 19,504 3,869 1,796 3,674 28,843

' Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland,

Sweden and the United Kingdom.

Source: BC STATS

Italy, Luxembourg, Netherlands, Portugal, Spain,
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Table A1.8 British Columbia International Goods Exports by
Market Area, 2002
Change Percent of Total
2000 2001 2002 2001-2002 2001 2002
($ millions) (per cent)

United Kingdom............ccoviiiiniinnnns 381 354 337 -4.8 1.1 1.2
Germany........ccvuviiieiec e 534 381 320 -16.0 1.2 1.1
People's Republic of China................... 741 761 843 10.8 24 2.9
Hong Kong.......coevviiiiiiiiiiiiiieee, 299 236 228 -3.4 0.7 0.8
TaIWaN. ..o 422 333 354 6.3 1.0 1.2
Japan... ..o 4,890 4,058 3,869 -4.7 12.8 13.4
South Korea..........cocovviiiiiiiiiien, 930 758 764 0.8 24 2.6
India......coiii 99 118 120 1.7 0.4 0.4
Australia..........ccoooviii 251 172 187 8.7 0.5 0.6
MEXICO...eeeiieieiie e 58 83 81 2.4 0.3 0.3
United States.........ccocevviiviiiiiienen, 22,196 22,110 19,504 -11.8 69.6 67.6
Other...iieii 2,948 2,416 2,235 -7.5 7.6 7.7

Total 33,749 31,780 28,843 -9.2 100.0 100.0
Market Areas:
Western Europe ".........oooevveiniiiiii 2,611 2,148 1,838 -14.4 6.8 6.4
Pacific Rim 2.........cooieiiieiie e, 8,176 6,689 6,701 0.2 21.0 23.2

' Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, Netherlands, Portugal, Spain,

Sweden and the United Kingdom.

2 Australia, Brunei Darussaiam, China, Fiji, Hong Kong, Indonesia, Japan, Laos, Macau, Malaysia, Mongolia, New Zealand,

North Korea, Philippines, Singapore, South Korea, Taiwan, Thailand and Vietnam.

Source: BC STATS
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Table A1.9 Historical Commodity Prices (in U.S. Dollars)

Change
2001 to
1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2002
Metals (per cent)
Copper (London; $/Ib)........ 0.87 1.05 1.33 1.04 1.03 0.75 0.71 0.82 0.72 0.71 -1.2
Lead (London; $/Ib)........... 0.18 0.25 0.28 0.35 0.28 0.24 0.23 0.21 0.22 0.21 -4.5
Zinc (London; $/Ib)............ 0.46 0.49 0.53 0.51 0.65 0.51 0.53 0.56 0.44 0.35 -20.5
Gold (London; $/troy 0z)..... 360 384 384 388 331 294 279 280 271 310 14.4
Silver (London; $/troy 0z)... 4.30 5.28 5.21 5.18 4.89 5.53 5.25 5.00 4.39 4.60 4.8
Molybdenum ($/Ib)............. 2.28 4.50 7.42 3.61 418 3.31 2.65 2.51 2.31 3.59 55.4
Aluminum (London; $/Ib)..... 0.52 0.67 0.82 0.68 0.73 0.62 0.62 0.69 0.65 0.61 -6.2
Forest Products
Lumber (Madison's
Lumber Reporter;
WSPF, $/1000 bd ft)....... 333 342 251 351 353 287 342 256 248 235 -5.3
Pulp (Northern Europe;
$/tonne; transaction
14 [e=) IR 427 573 883 590 566 515 523 681 543 463 -14.6
Newsprint (Pulp and
Paper Week;
$/tonne).....oooeieiinn 442 465 674 652 560 595 513 564 588 468 -20.4
Hemlock baby squares
(Madison's Lumber
Reporter; 3 9/16").......... 804 852 862 796 821 556 585 566 583 593 1.7
Other
Oil (West Texas
Intermediate;
$/barrel)........c..coeeeennn. 18 17 18 22 21 14 19 30 26 26 0.7
Natural Gas (Sumas;
$/Mmbtu).........oeeviin. 1.89 1.60 1.03 1.33 1.72 1.61 215 417 4.58 2.68 -41.5
Electricity (Mid
Columbia Index
in US$/MW.h)............... - - - 27 138 143 24 -83.2

Source: Ministry of Finance, Ministry of Energy and Mines
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Table A1.10 British Columbia Forest Sector Economic Activity Indicators

Change '
Indicator 1998 1999 2000 2001 2002  2001-2002

Wood production (million cubic meters) (per cent)
Timber scaled..........ccocoviiiiiiiiiii, 65.0 76.0 77.0 72.0 73.4 1.9
LUMDbEr. .o 30.2 324 324 30.2 33.6 11.3
Plywood. ..o 1.39 1.54 1.54 1.57 1.68 7.2

Timber scaled by species (million tonnes)

Lodgepole pine.........c.ccoveiiiiiiiien 17.7 22.0 22.2 22.9 n.a.
SPIUCE. . e 12.3 12.5 12.1 12.4 n.a.
HemlocK.........ovieii e 8.4 10.5 11.0 8.3 n.a.
Douglas fir......covuveiiiii 8.4 11.0 10.6 10.8 n.a.
Balsam.........coooiii 8.0 8.8 8.9 71 n.a.
Cedar... oo 6.1 6.6 7.3 6.2 n.a.
Allothers........coiiii 4.1 4.6 4.9 4.5 n.a.
TotalZ ..o 65.0 76.0 77.0 72.2 n.a.
(million tonnes)

Pulp and paper production................cccoeiiennn. 7.03 8.01 8.29 7.59 7.39 -2.6
Market pulp.......cooooiiiiii 4.46 5.00 5.15 4.71 4.49 -4.7
Newsprint, paper and paperboard................. 2.57 3.02 3.13 2.88 3.00 4.2

Industrial product price indices (1997=100)

Softwood lumber -- British Columbia.............. 86.3 100.2 83.2 82.6 81.7 -1.1
Douglas fir plywood...........ccccoiiiiiiiiien, 92.5 109.4 94.8 94.4 104.2 10.4
Bleached sulphate pulp...........c..cooiiiiini, 97.8 99.4 127.7 105.7 96.1 -9.1
Newsprint for export.............cococoiiil, 111.6 96.3 1054 123.0 96.2 -21.8

4

Percentage change based on unrounded numbers.
Total may not add due to rounding.

Sources: Timber harvest -- Ministry of Forests
Lumber and plywood production -- Statistics Canada
Pulp and paper production -- Canadian Pulp and Paper Association
Industrial product price indices -- Statistics Canada
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Table A1.11 Historical Value of Mineral, Petroleum and Natural Gas Production

Industrial  Construction Natural Gas  Other oil
Year Metals Materials ~ Aggregates Coal Crude Oil ' to Pipeline  and Gas 2 Total
($ millions)
1989...iiiii 1,757 125 297 1,001 263 495 25 3,963
1990....ccciiiiins 1,559 119 313 980 319 537 43 3,870
1991 1,419 86 312 938 260 562 36 3,613
1992, i 1,438 45 305 749 260 592 38 3,427
1993, 1,198 41 335 797 233 814 42 3,460
1994.. ... 1,354 47 370 905 235 991 44 3,946
1995 i 2,016 58 395 968 272 710 58 4,477
1996....c.cciviviiienns 1,537 42 398 1,110 441 817 75 4,420
1997 1,495 47 398 1,191 403 1,087 98 4,719
1998...ciiiii 1,484 49 404 1,088 373 1,154 47 4,598
1999....i 1,183 51 416 915 461 1,577 53 4,656
2000 ...coiiiiieen 1,571 50 458 800 843 3,826 114 7,662
2001 1,394 56 457 959 729 4,834 103 8,532
2002€.....cciiiiiinnn, 1,248 49 493 1,024 703 3,471 82 7,070
e Estimate.
' Includes Pentanes and Condensate.
2 LPG's and Sulphur.
Sources: Natural Resources Canada and Ministry of Energy and Mines
Table A1.12 Petroleum and Natural Gas Activity Indicators
Change
Indicator Unit of Measure 1998 1999 2000 2001 2002 2001-2002
(per cent)
Natural gas production (wellhead) LT (billion cubicm)  25.3 25.9 26.6 29.9 324 8.4
Crude oil and condensate................ccceveee.e. (million cubic m) 2.8 24 2.7 2.6 2.6 0.0
Wells authorized.............c.coiii (number) 695 828 1010 977 876 -10.3
Wells drilled...........c.oooiii (number) 652 620 770 875 643 -26.5
Seismic crew-weeks..........cccoviiiiiiiiiiiien. (number) 112 105 140 167 160 -4.2
Provincial reserves
Marketable gas (remaining reserves).......... (billion cubic m) 226 237 240 252 255 1.0
Oil (remaining reserves)...........c.ccocoeueunne. (million cubicm)  25.0 26.0 27.4 25.5 22.6 -11.4
Provincial government petroleum
and natural gas revenue 2 ($ millions) 379.6 587.3 1,306.2 1,731.1 1,232.6 -28.8

Includes gas retrieved from storage. During 2002, 1 billion m® were produced from storage wells.

2

Includes Crown royalties, Crown reserve disposition bonuses, fees and rentals.

Source: Ministry of Energy and Mines
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Table A1.13 Supply and Consumption of Electrical Energy in British Columbia

Supply Consumption
Net Generation
Receipts Delivered
Total From Other Total To Other Total
Provincial Provinces Provincial Provinces Provincial
Year Hydro Thermal Generation  and Imports Supply and Exports Consumption

(gigawatt-hours ")

1984 50,243 2,126 52,369 1,556 53,925 8,313 45,612
1985, 57,105 2,022 59,126 1,080 60,207 11,231 48,975
1986.....ccccviiiiii 48,923 1,836 50,759 3,345 54,104 4,709 49,395
1987 61,057 2,010 63,066 1,203 64,269 13,336 50,934
1988 .. 58,573 2,370 60,943 2,351 63,293 9,215 54,078
1989, 51,082 6,573 57,655 4,500 62,155 6,583 55,572
1990, 57,245 3,417 60,662 3,233 63,895 6,689 57,206
1991 60,149 2,832 62,981 2,272 65,253 7,725 57,528
1992, . 60,555 3,503 64,058 2,685 66,743 9,473 57,270
1993 . 53,057 5,716 58,774 5,691 64,465 5,605 58,860
1994, 53,979 7,036 61,015 7,836 68,851 9,541 59,311
1995, 49,814 8,192 58,006 6,385 64,391 3,972 60,419
1996 67,329 4,436 71,765 3,289 75,053 10,390 64,664
1997 . 61,772 5,189 66,961 4,316 71,278 12,114 59,163
1998, 60,849 6,861 67,710 5,056 72,766 10,619 62,147
1999, 61,588 6,457 68,045 6,807 74,852 12,529 62,323
2000, 59,754 8,487 68,241 6,039 74,280 10,698 63,582
20071 48,338 8,994 57,332 10,154 67,486 6,408 61,079
2002, 58,660 6,227 64,888 5,793 70,680 8,168 62,512

! Gigawatt-hour = one million kilowatt-hours.

Source: Statistics Canada
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Table A1.14 British Columbia High-Technology Sector Activity

Change
Indicator 1995 1996 1997 1998 1999 2000 2001 2000-2001
(per cent)
Number of Establishments
Manufacturing ..................... 973 875 863 830 -3.8
Services ......coccvveiiiiiiiiiianns 3,899 4,146 4,528 4,622 2.1
Total ......coovvviiiiiie, 4,872 5,021 5,391 5,452 11
Employment (persons)
Manufacturing ..................... 9,000 9,330 10,940 11,840 14,440 15,890 15,730 -1.0
SEerviCes .....covvviiieiiiiieinaanns 22,560 21,830 23,640 21,970 24270 27,410 29,820 8.8
Total ...l 31,560 31,160 34,570 33,810 38,710 43,290 45,550 5.2
Wages and Salaries ($ millions)
Manufacturing ..................... 320 351 422 488 618 690 676 -2.1
Services ........ccocveueiiiininn.. 1,116 1,095 1,228 1,140 1,294 1,511 1,609 6.5
Total .............oiiii 1,436 1,446 1,651 1,628 1,912 2,201 2,285 3.8
Real GDP ($ 1997 millions) .......... 2,297 2,236 2,608 2,817 3,016 3,441 3,302 -4.0
Nominal GDP ($ millions) ............ 2,283 2,179 2,608 2,716 2,961 3,435 3,449 0.4
Revenues ($ millions) ................. 3,773 4,143 4,780 4,990 5,683 6,278 6,045 -3.7
Exports ($ millions) ..................... 562 663 837 1,011 1,065 1,133 979 -13.6

! Data not available prior to 1998.

Source: BC STATS

2003 Financial and Economic Review — July 2003



Chapter Two
Financial Review!

! Financial information presented in this chapter is based on 2002/03 Public Accounts information. Figures are consistent with the
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2002/03 Overview

The provincial government recorded a $3.2 billion deficit in 2002/03, an
improvement of $1.2 billion compared to the budget estimate of a $4.4 billion

deficit.

Table 2.1 2002/03 Operating Results

Budget Actual Actual
2002/03 2002/03 2001/02"
($ millions)
Consolidated revenue fund (CRF):
REVENUE ... 22,038 22,147 22,894
EXPENAIUIE. ..ot (25,556)  (25,196) (24,897)
Wind-up of Forest Renewal BC and Fisheries Renewal BC ............................ - - 256
CRFE DalaNCe ...... ..o (3,518) (3,049) (1,747)
Crown corporations and agencies:
TaXpPaYEr-SUPPOIEA. ... ettt et (206) (229) (518)
Self-supported commercial ..............oooiiiiiiii i 74 109 (484)
Total net contribution (loss) of Crown corporations and agencies ................. (132) (120) (1,002)
SUDBLOtAl .. ..o (3,650) (3,169) (2,749)
Forecast alloWanCe. ..o (750) - -
(Deficit) surplus before joint trusteeship ... (4,400) (3,169) (2,749)
Joint trusteeship (one-time adjustment).............coooiiiiii - - 1,464
Summary accounts (deficit) surplus ... (4,400) (3,169) (1,285)

! Restated to reflect accounting policy changes in 2002/03 for certain CRF revenues and expenses. See notes to Tables 2.3 and 2.4.

The final deficit amount included:

e a CRF shortfall of $3,049 million and

e combined Crown corporation net losses of $120 million (after contributions

paid to the CRF).

In 2002/03, CRF revenue totalled $22.1 billion, $109 million above budget and
down 3.3 per cent from 2001/02. Higher revenue from energy and forestry
resources, property transfer tax, and contributions from Crown corporations
and the federal government was partially offset by reduced revenue from
personal and corporation income taxes resulting from over $450 million in
lower 2001 tax assessment information. Table 2.3 and Appendix Table A2.6a

provide further details.

An additional $790 million of dedicated revenue was collected on behalf of,
and transferred to, certain Crown corporations, agencies and other external
public bodies in 2002/03. Dedicated revenues, except for amounts collected on
behalf of other government jurisdictions, are included in the operating results
of Crown corporations. Appendix Table A2.6b provides details of the dedicated

revenue transfers.

CRF expenses were $360 million less than budget, reflecting lower spending
by ministries and reduced debt interest costs, partially offset by a one-time
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$275 million provision for forestry revitalization. Before the forestry
revitalization provision, ministry and debt interest savings totalled $635 million.

Combined Crown corporation net losses (after adjustments) were $12 million
lower than budget, as the one-time costs of transferring BC Ferries to an
independent authority were more than offset by improved results from ICBC
and other Crown corporations.

Table 2.2 summarizes the major changes from the 2002/03 budget.

Table 2.2 Summary of Changes from Budget 2002/03

Final
Change Results
($ millions)
Budget deficit - 2002/03 EStIMALes ...............ccoouiiuiiuiiiiiii i (4,400)
Consolidated revenue fund (CRF) changes:
Revenue changes:
- Personal income tax - adjustment to 2001 and prior-year personal income tax ............... (311)
- Personal income tax - lower base and personal income growth in 2002 ........................ (389)
- Corporation income tax - weaker 2001 tax assessments and higher tax credits .............. (166)
- Property transfer taxes - strong housing market ... 110
= O N fAXES ettt 17
- Energy-related sources - higher priCes ............oi i 212
- Forests - higher harvest VOIUMES ... e 178
- Medical Service Plan premiums ... ... 59
- BC Hydro dividend payment to CRF ... ..o 55
- Equalization, partly offset by lower CHST ... 344 109
Spending changes:
- Ministry of Human ReSoUrces Savings. ... ... ..ot 171
- Ministry of Health Services Savings. ..o 26
- Ministry of Attorney General SaViNgS. ........ooiiii e 25
= Other MINISIY SAVINGS. .. .o e e een 9
- CoNtINGENCIES SAVINGS. .. ..\ ettt 113
- Lower debt interest COSES ......ouiei i 209
= Forestry revitalization......... ..o (275) 360 469
Crown corporation changes:
Taxpayer-supported:
- BC Buildings - higher net income / accounting policy adjustment (revenue recognition) .... 43
- BC Ferries - costs resulting from transfer to new authority:
- write-down of PacifiCats value to sale proceeds ..............ccocoeviiiiiiiiiniiineenne. (53)
- transfer of PacifiCat sale proceedstothe CRF ..................co, (18)
- write-down of previous capital grants ................coooiiiiiii (77)
- BC Transportation Financing Authority - lower interest costs .................ooon. 36
- Other changes and adjustments ...........coiiiiii e 46 (23)
Self-supported commercial:
- BC Hydro - higher contribution paid to CRF ............ccoiiiiiiii e, (55)
- BC Rail - improved results for rail operations ... 34
- loss on sale of discontinued Operations .............ccooiiiiiiiiii i (132)
- accounting for differences in fiscal year-ends ... 87
- ICBC - improved operating reSUILS .........cooiiiiiiii e 55
- accounting for differences in fiscal year-ends ... 35
- Other changes and adjustments ...........ooiiiii e 11 35 12
Deficit before forecast allowance....................... (3,919)
Forecast allowance - Not Needed......... ... 750
Actual deficit - 2002/03 Public ACCOUNLS ................c..ccoeiuiiiiiiii e (3,169)
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The 2002/03 deficit of $3.2 billion contrasts with a $1.3 billion deficit recorded
in 2001/02 (see Table 2.1). The difference is primarily due to the one-time
$1.4 billion joint trusteeship adjustment recorded in 2001/02. Excluding this
adjustment, the 2001/02 deficit was $2.7 billion. The remaining change reflects
a 3.3 per cent decrease in CRF revenue and a 1.2 per cent increase in CRF
spending, partially offset by improved Crown corporation results.

The 2002/03 deficit was $631 million lower than the third quarter forecast
released with the 2003/04 budget on February 18, 2003. This reflects:

e $54 million of additional CRF revenue due to better-than-expected
performance in last quarter natural resources revenue, partially offset by
reduced federal government transfers;

e a $216 million reduction in CRF spending as many ministries and the
contingencies vote spent less than forecast. Debt interest costs were also
lower than forecast reflecting reduced borrowing needs and lower interest
rates;

e a $61 million improvement in Crown corporation finances as better year-end
results for ICBC and improvements in various taxpayer-supported Crown
corporations more than offset the write-down of the PacifiCat ferries; and

e a $300 million forecast allowance included in the third quarter forecast was
not needed.

Further details on changes from the February 2003 updated forecast are
provided in Appendix Table A2.4.

Consolidated Revenue Fund Revenue

Major changes from budget include:

e Personal income tax was $700 million below budget and down 23 per cent
from last year. Weaker-than-assumed final assessments for the 2001 tax
year resulted in a $311 million reduction in revenue. The remainder of
the variance reflects the resultant effect of the lower tax base and slower
personal income growth in 2002.

e Corporation income tax was $166 million below budget mainly due to
weaker-than-expected final tax assessments for the 2001 tax year. This was
a result of lower assessments from corporations paying the general tax rate,
and higher tax credits.

e Property transfer tax was $110 million above budget and 34 per cent higher
than 2001/02 due to the strong housing market during the year. In the 2002/
03 fiscal year, residential unit sales were 7.6 per cent higher, the average
selling price was 6.7 per cent higher and housing starts were 27 per cent
higher than 2001/02.

e Other taxes were $17 million above budget. The effects of stronger
collections for property, corporation capital, insurance premium, and hotel
room taxes were partially offset by weaker revenue from social service,
tobacco and fuel taxes.

e Revenue from energy related sources (natural gas and petroleum royalties,
permit and fees, minerals and sales of electricity under the Columbia

2003 Financial and Economic Review — July 2003



Chapter 2— Financial Review 39

River treaty) was $212 million above budget mainly due to higher average
energy prices during the year. In 2002/03, prices for natural gas ($4.20 Cdn/
gigajoule at plant inlet), oil ($29 US/bbl at Cushing) and electricity

($29 US/MWh, mid Columbia price index) were all higher than the budget
assumptions of $3.65/gigajoule, $20 US/bbl and $24 US/MWh, respectively.

e Forests revenue was $178 million above budget primarily due to higher-
than-budgeted harvest volumes. Overall harvest volumes were 10.3 million
cubic metres or 18 per cent higher than budget and 17 per cent higher than
2001/02 reflecting industry’s resolve to lower its average costs and increase
its market share. In particular, harvest volumes under the Small Business
Forest Enterprise Program at 10.9 million cubic metres were 3.5 million
cubic metres or 47 per cent higher than budget.

e Other revenue was $12 million above budget as higher revenue from
Medical Service Plan premiums and miscellaneous sources was partly offset
by lower revenue from other fees and licences, investment earnings and
higher allowance for doubtful accounts.

e Contributions from government enterprises were $97 million above budget
mainly due to a $55 million improvement in BC Hydro’s CRF dividend.
An unexpected $18 million contribution from BC Ferries reflects the net
proceeds from the disposition of the three PacifiCat vessels.

e Contributions from the federal government were $337 million above budget
mainly due to equalization payments from the federal government which
were not included in the budget, partly offset by reduced Canada health and
social transfer entitlement.

In 2002/03, the method of recording equalization revenue changed from a

cash basis to an accrual basis. This resulted in prior period restatements for
1999/00 (up $125 million) and 2001/02 (down $68 million), and decreased

2002/03 revenue of $57 million.

Consolidated Revenue Fund Expense

At the completion of the first year of the government’s first three-year fiscal
plan all ministers have met their individual responsibility for controlling
government spending. All operating expenses, as identified in the Summary of
Ministerial Accountability for Operating Expenses — Schedule I of the 2002/03
Estimates, were at or below the targets set out under the Balanced Budget and
Ministerial Accountability Act (see the Ministerial Accountability Report topic
box).

Expenses totalled $25.2 billion in 2002/03, $360 million below budget

and 1.2 per cent higher than 2001/02. Excluding $188 million of one-time
restructuring exit costs, expenses totalled $25.0 billion, 1.1 per cent higher than
the previous year.

Major budget variances included:

e $171 million below budget spending in the Ministry of Human Resources;

e $142 million below budget spending in other ministries and appropriations;

e $113 million of unused contingencies vote funding;
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Table 2.3 Revenue by Source

Consolidated Revenue Fund '

Budget Actual Actual Annual
2002/03 2002/03 2001/02 Change
Taxation Revenue: ($ millions) (per cent)
Personal iNCOME.........oiiiiiiee e 4,854 4,154 5,375 (22.7)
Corporation iINCOME.......ccoiuuiiiiiiie it 779 613 1,522 (59.7)
SOCIAI SEIVICE.....ceeeieiieeeee e e 3,802 3,770 3,535 6.6
FUEL .. 395 393 398 (1.3)
PrOPertY ... e 1,425 1,457 1,401 4.0
Property transfer.........cccoiieiiii i 297 407 303 34.3
(O =T SRR 1,088 1,125 1,190 (5.5)
Less commissions on collection of public funds ..................... (30) (32) (36) (11.1)
Less allowance for doubtful accounts...........cc.....c.cot. (25) (41) (36) 13.9
12,585 11,846 13,652 (13.2)
Natural Resource Revenue:
Natural gas and petroleum ..., 1,301 1,504 1,299 15.8
Columbia River Treaty..........coooiiiiiiiieiieee e 85 100 360 (72.2)
MINETAIS.........eiiieiieecee e 69 63 53 18.9
FOreStS. ..o 1,145 1,323 1,109 19.3
Water rESOUICES........uiiiiiiiiiiiie e 251 257 284 (9.5)
Wildlife Act - fees and licences...........ccccocveviiiieeniicnieciee 14 14 15 (6.7)
Less commissions on collection of public funds ..................... (1) (1) (1) -
Less allowance for doubtful accounts...........ccc......coil. (11) (5) (11) (54.5)
2,853 3,255 3,108 4.7
Other Revenue:
Medical Services Plan premiums..........cccccceeveiviieeeeeiiineeneenns 1,299 1,358 955 42.2
Other fees and liCeNCes. ..........oooiiiiieeiiiiie e 705 691 685 0.9
INVeStMENt arniNgS. ........cooieiiiiiiieiie e 50 18 64 (71.9)
MiSCEllaNEOUS.........cooiiiiiiie e 220 245 259 (5.4)
Asset diSPOSItIONS..........vviiiiiiii e - - 42 (100.0)
Less commissions on collection of public funds ..................... (14) (13) (11) 18.2
Less allowance for doubtful accounts.........ccccoeeivviiiiinninnn. (66) (93) (84) 10.7
2,194 2,206 1,910 15.5
Contributions from Government Enterprises:
Liquor Distribution Branch ..............ccoociiiiiiiiiiieeeeeeee e, 640 654 637 2.7
British Columbia Hydro and Power Authority ...........ccccee..e. 283 338 332 1.8
British Columbia Lottery Corporation ...........ccccooiiiieiiiiinees, 476 489 449 8.9
(03 =T PRSP 21 36 19 89.5
1,420 1,517 1,437 5.6
Contributions from the Federal Government:
Canada health and social transfer.............ccooeviiiiiieiiiiiieeeeeen, 2,805 2,606 2,445 6.6
Equalization >............coi it - 543 158 2437
(O =T R RRPR 181 174 184 (5.4)
2,986 3,323 2,787 19.2
Total REVENUE. ... 22,038 22,147 22,894 (3.3)
" Figures based on 2002/03 Public Accounts information. Figures exclude dedicated revenue totalling $790 million, collected
on behalf of, and transferred to, British Columbia Transit, British Columbia Ferry Corporation, BC Transportation Financing
Authority, Greater Vancouver Transportation Authority (Translink), Forest Renewal BC, British Columbia Oil and Gas
Commission, Tourism British Columbia and other entities. These revenues are included as part of the operations of Crown
corporations and agencies with the exception of Translink and certain other public bodies that are not part of the provincial
government's summary accounts. Further information is provided in Appendix Table A2.6b.
2 Payments to the CRF only. See Tables A2.11 to A2.18 for financial statements of major Crown corporations.
3

Revenue has been restated for prior years reflecting a change in the method of recording equalization entitlement from cash
basis to accrual. This has the effect of increasing revenue in 1999/00 by $125 million, and reducing revenue in 2001/02
and 2002/03 by $68 million and $57 million, respectively.
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Table 2.4 Expense by Ministry
Consolidated Revenue Fund

Allocation Budget plus

Budget of Contin- Contingencies Actual Actual Annual
2002/03 2 gencies®  Allocations®>  2002/03 2001/02%  Change*
($ millions) (per cent)
Legislation...........coooiiiiiiiiii, 39 - 39 37 38 (2.5)
Officers of the Legislature....................... 32 - 32 25 45 (44.7)
Office of the Premier........................... 50 1 51 43 54 (21.3)
Advanced Education.................ccoeeeein, 1,900 3 1,903 1,897 1,935 (2.0)
Agriculture, Food and Fisheries................ 64 8 72 72 66 9.3
Attorney General...........c.cociiiiiiiiinnl 556 - 556 531 541 (1.9)
Children and Family Development............ 1,558 11 1,569 1,569 1,525 2.9
Community, Aboriginal
and Women's Services....................... 555 - 555 555 518 71
Competition, Science and Enterprise........ 54 4 58 57 73 (21.2)
Education.........ccooviiiiii, 4,861 - 4,861 4,859 4,840 0.4
Energy and Mines..............ccooiiint. 50 - 50 47 67 (29.4)
Finance.......ccoooiiiiiiiie 27 - 27 27 26 3.7
Forests......oovviiiii 621 3 624 618 481 28.5
Health Planning.............cooooiiiiinnnnn, 17 - 17 16 25 (36.1)
Health Services..........ccocoveiiiiiiiiiiinnnts 10,200 - 10,200 10,174 9,683 5.1
Human Resources...............ococvvviiinnnnn.. 1,789 - 1,789 1,618 1,904 (15.0)
Management Services.................ooeeeen. 48 9 57 56 98 (43.3)
Provincial Revenue......................cooeeal. 50 4 54 49 54 (8.5)
Public Safety and Solicitor General........... 506 19 525 525 522 0.5
Skills Development and Labour................ 29 - 29 24 30 (18.8)
Sustainable Resource Management......... 118 7 125 125 130 (3.7)
Transportation...........ccoooeviiiiiiiiiiians 739 10 749 748 708 5.7
Water, Land and Air Protection................ 162 - 162 162 211 (23.1)
Other Appropriations:
Management of Public Funds
and Debt...........oocooiii 920 - 920 711 761 (6.7)
BC Family Bonus.........cc.ccovviiininnnnn. 91 - 91 88 103 (14.7)
Government Restructuring °................. 230 - 230 212 81 162.5
Contingencies (All Ministries)
and New Programs °....................... 210 (97) 113 - - -
Forestry Restructuring........................ - - - 275 - -
Skeena Cellulose Inc. Assistance.......... - - - - 307 (100.0)
Other Appropriations ®......................... 80 18 98 76 71 8.6
Total Expense °.............ccccoovieeiieannnn.. 25,556 - 25,556 25,196 24,897 1.2

' Figures based on 2002/03 Public Accounts information.

2 Actual figures for 2001/02 and budget figures for 2002/03 have been restated to reflect the government's organization and accounting policy effective
March 31, 2003. 2001/02 actual expense has been decreased by $16 million due to a change in the basis for recognizing silviculture liabilities arising
under the Small Business Forest Enterprise Program.

3 Permitted charges to the Contingencies vote fall under the responsibility of the Minister of Finance. For comparative purposes only, charges to the
Contingencies vote of $97 million in 2002/03 ($181 million in 2001/02) have been allocated to individual ministry spending.

4 Percentage change between 2002/03 actual and 2001/02 actual (calculated from unrounded figures).

5 Includes restructuring exit costs of $188 million ($161 million in 2001/02), funded from the Government Restructuring (All Ministries) vote and ministry
budgets (see Appendix Tables A2.10a and A2.10b).

® Other Appropriations include: Commissions on Collection of Public Funds and Allowances for Doubtful Revenue Accounts, Environmental
Assessment Office, Environmental Boards and Forest Appeals Commission, Forest Practices Board, Public Sector Employers' Council, Seismic
Mitigation, Insurance and Risk Management, and Unclaimed Property.
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e $209 million of reduced debt interest costs;
partially offset by

e a $275 million funding provision for forestry revitalization.

As a result of effective management of ministry budgets and earlier-than-
expected progress in meeting three-year service plan targets, ministries
addressed some one-time funding needs in a number of priority areas. This
included a one-time special provision of $275 million for costs associated with
revitalization of the forestry sector, and commitments to health care, education,
children and other priorities.

In 2002/03, five ministries — Health Services, Education, Advanced Education,
Human Resources, and Children and Family Development — accounted for
about 80 per cent of total CRF expense. Interest payments on the government’s
direct operating debt accounted for about 3 per cent of expense.

During 2002/03 the contingencies vote funded $97 million of new initiatives
and unforeseen requirements. In addition, the government passed legislation
to authorize a $275 million provision to support revitalization of the forest
sector. Legislation in various programs also provided statutory authority to pay
for additional costs.

Significant areas of spending and changes from budget included:

e Ministry of Advanced Education spending was slightly below budget.
Spending reflected higher-than-planned contributions to educational
institutions and organizations, higher spending for student financial
assistance and completion of the provincial commitment to fund Leading
Edge Endowments. This was offset by lower interest costs for capital-related
debt, amortization and other areas. Compared to the previous year, spending
fell 2.0 per cent mainly due to one-time restructuring costs that occurred in
2001/02. Total funded post-secondary full-time equivalent student spaces
increased to 157,694 in 2002/03 from 154,991 in the previous year (up
1.7 per cent). Average per student funding increased by 1.3 per cent.

e Ministry of Attorney General was $25 million below budget mainly due to
lower-than-expected costs for First Nation treaty arrangements.

e Ministry of Children and Family Development was on budget as savings
from some programs were used to fund priority investments such as
school based programs, early childhood development and restructuring in
community living services and other areas. During the year, the children-in-
care average caseload declined 6.5 per cent.

e Ministry of Education spending was slightly below budget. Lower interest
costs for capital-related debt and lower amortization expenses helped
to provide extra funding for school boards and independent schools at
year-end. In 2002/03, public school full-time enrolment declined from
594,554 to 587,247, or 1.2 per cent, while independent school enrolment
rose 4.4 per cent from 2001/02. Average per pupil funding for public schools
increased by 1.9 per cent.

* Ministry of Forests expense was up $137 million from 2001/02 as higher
Small Business Forest Enterprise expenses (due to higher-than-expected
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activity) and funding for the new Forest Investment vote were partially
offset by lower fire suppression costs. The forest investment program
was established to provide for the operation and management of forest
investments and international marketing. These services were previously
carried out by Forest Renewal BC, which was wound up in 2001/02.

Forestry Revitalization — In March 2003, legislation was passed to provide
$275 million to assist in the transition to a sustainable forestry sector. Of
this, $200 million has been set aside to provide for compensation to those
companies that are returning some of their logging rights to the Crown. As
well, the $75 million BC Forestry Revitalization Trust will provide assistance
to forest workers and contractors impacted by the forest policy changes.

Ministry of Health Services was $26 million below budget. Higher regional
health sector funding, emergency health care services and Pharmacare costs
were offset by lower-than-expected spending for the Medical Services Plan

and capital-related debt interest costs. Ministry spending was up 5.1 per cent

from 2001/02, reflecting significant increases in most areas.

e Ministry of Human Resources was $171 million below budget and
$286 million lower than the previous year. This reflects a continuing
downward trend in the employment assistance caseload and average
costs per case. The average monthly assistance caseload of 130,524 was
11 per cent below budget and 16 per cent lower than in 2001/02.

e Ministry of Public Safety and Solicitor General met its budget as savings

in corrections and other program areas helped offset higher policing costs

related to the Port Coquitlam missing persons investigation.

e Ministry of Water, Land and Air Protection spending was on budget and

$49 million lower than the previous year mainly due to one-time costs for

Britannia Mine site remediation that occurred in 2001/02.

¢ The Contingencies and New Programs Vote funded $97 million of new
initiatives and unforeseen requirements in 2002/03.

Table 2.5 Contingencies and New Programs (All Ministries) Vote - 2002/03
Consolidated Revenue Fund

($ millions)
Okanagan Valley Tree Fruit Authority transition..................coocoiviiinnns, 7.6
School-based Programs..........ociuiiiii 10.5
Pacific National Exhibition contribution...................cocoiiiiiii 3.7
Seismic mitigation commitments. ..o 18.6
Softwood Lumber legal CoStS........ovuiuiiiiii e 2.8
Increase in workers' compensation liability (public sector share).................. 7.3
Employee benefits CoStS. ... ..o 1.7
Juno Beach Memorial...........ooooiiiiii 1.0
Lieutenant Governor Awards Fund.............coooiiiiiiiiiiii e 0.7
BC Achievements Award Fund...............oooiiiiiiii e 6.0
Missing persons investigation..............coooii i 7.6
Emergency roads repair from flooding...........c.coooiiiiiiiiiii 11.8
Muskwa-Kechika trust fund contribution.................c.cooiiii 21
Interest liability for tenure compensation (protected areas)..............c.......... 4.9
Public Transit - write-off of deferred capital costs...............c.cocoiii. 10.5
OB 0.1
1 ) | 96.9
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Ministerial Accountability Report

The Ministerial Accountability Report is a
requirement of the Balanced Budget and
Ministerial Accountability Act (BBMAA).
This act establishes individual and
collective accountability through financial
and performance targets. Cabinet ministers
are collectively accountable for achieving
an overall government bottom-line target.
Financial targets for ministers, performance
targets for ministers of state and a revenue
target for the Minister of Provincial Revenue
comprise the individual accountability
measures.

During the year, 20 per cent of ministerial
salary for the Premier, each minister and
minister of state is withheld. Each minister
earns back 10 per cent upon meeting his
or her individual budget or performance
targets, and the remaining 10 per cent if
the government as a whole comes in on or
under budget.

Based on the audited financial results for
the 2002/03 fiscal year, the Ministerial
Accountability Report compares the
expected targets that the Premier and
ministers must achieve in order to earn
their 20 per cent salary holdback with

actual financial or performance results.
Under BBMAA, actual financial results
are compared to individual ministry and
collective bottom-line targets presented
in the provincial budget and estimates,
and performance results are compared to
ministry service plans.

Except for two Ministers of State whose
performance measurement data was not
available in June 2003, all ministers met
their requirements and received their
salary holdbacks for 2002/03. Canadian
Institute of Health Information data for
measuring performance results will not
be available until September 2003 for the
Ministers of State for Mental Health and
for Intermediate, Long-Term and Home
Care. A report comparing targets to actual
results must be presented prior to the end
of the 2003 calendar year before these
two ministers are eligible to receive their
individual salary holdbacks.

For more information on the Ministerial
Accountability Report, please refer to
the Ministry of Finance Web site at
http://www.gov.bc.ca/fin/

Ministerial Accountability Report
Summary of Operational Results

Targets
Met

Individual Accountability - Performance Outcomes

Minister of State for Intergovernmental Relations
Minister of State for Early Childhood Development
Minister of State for Community Charter and 2010 Winter Olympic Bid

Minister of State for Women’s Equality
Minister of State for Deregulation
Minister of State for Mental Health

Minister of State for Intermediate, Long-term and Home Care

O O O O Or

Pending**

Pending**

**Data from the Canadian Institute for Health Information required for measuring performance results for the
Ministers of State for Mental Health and for Intermediate, Long-Term and Home Care is not available until the
fall. These two ministers are required to report out by December 31, 2003. The Comptroller General will then

issue an update to the Ministerial Accountability Report.
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Ministerial Accountability Report
Summary of Financial Targets and Results

Collective Accountability
Summary Deficit for fiscal 2002/03 (BBMAA)"

“Actual result for summary deficit under the BBMAA removes the effect of an in-year
$58 million adjustment that results from a change in accounting policy. The BBMAA does
not allow accounting policy changes to affect summary deficit figures for which ministers

are accountable.

Individual Accountability - Expenditure Management

Premier
Minister of Advanced Education
Minister of Agriculture, Food and Fisheries

Attorney General and Minister Responsible for Treaty Negotiations

Minister of Children and Family Development

Minister of Community, Aboriginal and Women's Services

Minister of Competition, Science and Enterprise
Minister of Education

Minister of Energy and Mines

Minister of Finance

Minister of Forests

Minister of Health Planning

Minister of Health Services

Minister of Human Resources

Minister of Management Services

Minister of Public Safety and Solicitor General
Minister of Skills Development and Labour
Minister of Sustainable Resource Management
Minister of Transportation

Minister of Water, Land and Air Protection
Individual Accountability - Revenue
Minister of Provincial Revenue

Expected Actual  Targets
Result Result Met
$000's $000's
4,400,000 3,111,698 0

49,727 41,587 0
1,899,696 1,894,051 0
64,078 64,074 0
556,228 530,762 0
1,558,430 1,558,430 0
554,828 554,613 0
53,680 53549 0
4,861,081 4,859,206 O
50,144 47,012 0
1,547,802 1,182,926 0
901,541 895,131 0
16,633 15,953 0
10,202,266 10,175,796 0
1,789,143 1,618,251 0
47,843 46,776 0
506,491 505243 0
28,728 24,030 0
121,416 121,318 0
738,505 738,087 0
163,480 163,048 0
7,000 150,000 O
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e Management of Public Funds and Debt (debt interest) was $209 million
below budget due to significantly lower-than-assumed borrowing
requirements, lower interest rates, a stronger Canada/U.S. exchange rate and
a change in borrowing strategy to take advantage of low short-term interest
rates. Government operating debt requirements were $1.7 billion below
budget. The average long-term interest rate was 0.8 percentage points lower
than assumed, while the average short-term interest rate was 0.1 percentage
point lower. These factors also contributed to a 6.7 per cent drop in interest
costs compared to the previous year.

e Government Restructuring (All Ministries) — Government has now
completed the second year of the three-year $550 million restructuring plan
for the Consolidated Revenue Fund (CRF) set out in the 2002/03 budget.
CRF expenses for 2002/03 were $219 million compared to $168 million for
2001/02 (see Table 2.6). See Appendix Table A2.10a for details on total
restructuring expenses (including Crown corporations).

Table 2.6 Government Restructuring '
Consolidated Revenue Fund (CRF)

2001/02  2002/03

($ millions)
» Exit Costs:
Funded by Government Restructuring vote...............coooiiiiiiiiiiiiiins. 81 185
Funded by ministry budgets.............cooiiii 23 3
Funded by Contingencies Vote............cooiiiiiiiiiiiiii 57 -
161 188
* Non-Exit Costs:
Funded by Government Restructuring vote - 27
Funded by ministry budgets......... ..o 2 4
Funded by Contingencies Vote. ..............cocooiiiiiiiiiii e 5 -
7 31
Total CRF restructuring................oooiiiiiiiiii 168 219

' Accounting policy divides restructuring costs into exit costs related to charges that have no future
value to government and non-exit restructuring costs for charges that do provide future benefits.
For further details see Appendix Table A2.10b.

Crown Corporation Results
Taxpayer-supported Crown Corporations and Agencies

Combined taxpayer-supported net losses of $229 million (after adjustments and
contributions to the CRF) were $23 million higher than budget.

Major changes from budget included the following:

e BC Buildings realized additional net income of $18 million compared to
budget primarily due to one-time items. The government-wide restructuring
program caused some early lease terminations of special purpose properties
resulting in early cost recoveries ($13 million). Also, the corporation
experienced higher net gains on property sales.
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Table 2.7 2002/03 Crown Corporation and Agency Operating Results

Budget Actual Actual
2002/03 2002/03 2001/02"
($ millions)
Taxpayer-supported:
British Columbia Buildings Corporation ..............cccviiiiiiiiii e, 34 52 37
British Columbia Ferry Corporation .............coveiiiiiiiiiiiiee s 16 (29) (23)
BC Transportation Financing AUthority ............coveiiiiiii e (56) (20) -
Forest ReENEWal BC ... e - - (179)
552513 British Columbia Ltd. (Skeena Cellulose InC.) ................coooiiiiiiinns, - (4) (69)
O e 3 10 (6)
Accounting adjUStMENTS 2 ..........iiiiiiiiiiiiii it (184) (204) (225)
Debt assistance for Skeena Cellulose INC. .........coooiiiiiiiiiiii - - 220
Taxpayer-supported results before contributionstoCRF ............................... (187) (195) (245)
Less: Contributions paid t0 CRF..........couiiiii e (19) (34) (17)
Transfer to the CRF for the wind-up of Forest Renewal BC
and Fisheries Renewal BC ............coiiiiii e - - (256)
Taxpayer-supported net results ... (206) (229) (518)
Self-supported commercial:
British Columbia Hydro and Power Authority - netincome ..................cocooiienis 345 418 403
Reversal of rate stabilization account transfer impact on netincome ................... 5 (66) (145)
British Columbia Hydro and Power Authority - operating results ............................ 350 352 258
Liquor Distribution BranCh ..........oooioiiii i 640 654 637
British Columbia Lottery Corporation ............ccoveiiuiiiiiiiii e 660 671 606
British Columbia Railway Company ...........ccooiiiiiiiiiiii e 14 (84) (107)
Insurance Corporation of British Columbia ..., (10) 45 (251)
OB e 5 14 -
Accounting adjustments ®...........ooiiiiiiiiii e (184) (60) (207)
Self-supported commercial results before contributions to the CRF ................ 1,475 1,592 936
Less: Contributions paid to CRF ..ot (1,401) (1,483) (1,420)
Self-supported commercial netresults ........................... 74 109 (484)
Total net (loss) contribution of Crown corporations and agencies ...................... (132) (120) (1,002)

! Restated to be consistent with the presentation used for 2002/03.

2 Primarily reflects the amortization of the cost of highways transferred to the BC Transportation Financing Authority in 1998/99. The 2001/02 adjustment
includes a write-down resulting from the disposal of Skeena Cellulose Inc. ($67 million), and the 2002/03 adjustment includes the write-down of previous
capital grants to BC Ferries ($77 million).

8 Primarily reflects transfers of BC Lottery revenue to charities and local governments ($181 million), partially offset by adjustments to account for
differences between the fiscal year ends of the government and BC Rail ($88 million) and ICBC ($35 million).

BC Ferries was $45 million below budget as a further $53 million
write-down of the PacifiCat ferries was recorded as a result of their auction
in March 2003. This sale was prior to devolution of BC Ferries to an
independent, regulated authority in April 2003. The write-down was partially
offset by a $8 million improvement in operating results.

The provincial government also expensed $77 million in previous capital
grants to the corporation, which is included in the accounting adjustments to
the taxpayer-supported Crown corporation results.

The PacifiCat ferries auction proceeds of $18 million were transferred
to the CRF as part of the contributions from taxpayer-supported Crown
corporations.

BC Transportation Financing Authority showed a $36 million improvement
mainly due to lower debt servicing costs.
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Commercial Crown Corporations

Commercial Crown corporations recorded combined net results of $109 million
(after adjustments and contributions to the CRF) compared to budgeted net
results of $74 million.

Major changes from budget included the following:

e BC Hydro’s better than expected operating results were offset by $37 million
in restructuring costs. As a result, the $352 million operating income
(before rate stabilization transfers) was virtually unchanged from budget.
An accounting policy change approved by the BC Utilities Commission for
rate setting and reporting purposes resulted in a higher level of equity than
assumed in the budget. Since BC Hydro's contribution to the CRF is based
on an allowed return on equity, the higher equity resulted in a higher-than-
anticipated contribution to the CRF.

e The Liquor Distribution Branch and BC Lotteries earnings were $14 million
and $11 million, respectively, higher than expected. These improvements
resulted in higher contributions to the CRF.

e For the year ended December 31, 2002, BC Rail reported a net loss
of $84 million after including the $140 million impact of discontinued
operations. The loss from discontinued operations included a $124 million
write-down of Vancouver Wharves. Part of this write-down ($58 million)
was estimated during the first quarter of 2002 and was reflected in the
2001/02 Public Accounts. As well, BC Rail completed the sale of Canadian
Stevedoring and Casco Terminals in February 2003, with the $36 million gain
on sale reflected in the 2002/03 Public Accounts.

Excluding the impact of discontinued operations, BC Rail’s consolidated net
income from continuing operations was $56 million reflecting a $51 million
improvement over the previous year mainly due to a 3.8 per cent increase in
revenue and a 9.2 per cent reduction in operating expenses.

In total, BC Rail's results for the first quarter of 2003 were an $88 million
improvement over the same period in 2002, resulting in a positive
adjustment to match the corporation’s fiscal year to that of the provincial
government.

e ICBC reported a net income of $45 million for the year ended
December 31, 2002, a $55 million improvement over the budgeted loss of
$10 million. The change from budget was mainly due to:

— a 2.1 per cent increase in premium revenue (partially due to the
7.4 per cent rate increase announced in November 2001);

— a 10 per cent decrease in operating costs;
partially offset by:

— a 1.9 per cent increase in claims costs (primarily due to a 13 per cent
increase in the average cost per claim, partially offset by an 11 per cent
decrease in the number of claims); and

— lower-than-expected investment earnings.
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ICBC’s results for the first quarter of 2003 were significantly higher than the
same period in 2002, resulting in a $35 million positive adjustment to match
the corporation’s fiscal year to that of the provincial government.

Five-year financial statements for the above Crown corporations are presented
in Appendix Tables A2.11 to A2.18.

Full-Time Equivalents (FTEs)

Staff utilization is measured in full-time equivalents. 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. FTE amounts do not equate to the actual number of employees.

Table 2.8 Full-Time Equivalents (FTEs) Utilization

Budget Actual Actual
2002/03 2002/03 2001/02
Consolidated revenue fund (ministries
and special offices).................cll. 31,608 29,751 33,214
Taxpayer-supported Crown corporations
and agencCies.........ccvuveiiiiiiiiiieeen, 8,800 8,244 9,178
Total.........cooeiiiiiiins 40,408 37,995 42,392

! Includes third quarter forecasts for Canadian Blood Services and the Forensic Psychiatric Services
Commission. No estimates for these organizations were included in the 2002/03 Public Accounts .

FTEs were 2,413 below budget and 4,397 lower than the previous year (see
Table 2.8). In 2002/03, the reduction in FTEs was primarily due to earlier
than anticipated staffing reductions resulting from the implementation of core
review recommendations, accelerated implementation of ministry service plan
reductions, and higher-than-expected participation in voluntary departure and
early retirement programs.

Provincial Capital Spending

Capital spending is required to build, acquire or replace assets such as roads,
schools, post-secondary facilities, hospitals and related major equipment.

Capital spending does not flow directly to the government’s annual surplus
or deficit. Generally accepted accounting principles require capital costs

to be spread out over the useful lives of the related assets through annual
amortization expenses (see Appendix Table A2.1).

Capital spending in 2002/03 totalled $2.1 billion, $674 million below budget:

e Taxpayer-supported capital spending includes schools, hospitals,
post-secondary facilities and transportation projects, plus minor capital
spending by ministries and other minor taxpayer-supported agencies. In
2002/03, spending of $1.1 billion was $538 million below budget due to
reduced spending for health and education facilities, transportation projects,
and ministry minor capital purchases. This was partially offset by the
purchase of land for expansion of the Vancouver Convention and Exhibition
Centre, which was not originally budgeted to occur in 2002/03.
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Table 2.9 Capital Spending

Budget Actual Actual Annual
2002/03 2002/03 2001/02 Change
($ millions) (per cent)
Taxpayer-supported
EdUCAtION. ... 466 367 360 1.9
Health ' . e 273 117 169 (30.8)
BC Transportation Financing Authority....................coonl. 254 255 324 (21.3)
BC FrTiES. . i 103 58 57 1.8
Rapid Transit Project 2000 " ............ooooiiiiiiiiiiii, 143 59 199 (70.4)
Ministry minor capital.............ooooiiiii 301 183 203 (9.9)
Other 2. 129 92 103 (10.7)
Total taxpayer-supported.................cooooiiiiiiiiiiii 1,669 1,131 1,415 (20.1)
Self-supported commercial
BC HYArO. .o 745 741 545 36.0
BC RaII. .. 66 52 78 (33.3)
Columbia River power projects ®................cccccvveeeeeeeeeiiiiin, 86 54 118 (54.2)
Insurance Corporation of British Columbia®......................... 116 41 107 (61.7)
BC LOtEIHES. .. eeeeeiieie et 26 28 20 40.0
Liquor Distribution Branch..............cocoiiiiiiiiiiiiiiieas 22 9 26 (65.4)
Total self-supported commercial ........................con 1,061 925 894 3.5
Total capital spending......................... 2,730 2,056 2,309 (11.0)

' Net of expenditures by hospital districts for cost-shared projects and capital spending on behalf of, and recovered from,
the Greater Vancouver Transportation Authority (TransLink).

2 Includes BC Housing Management Commission, Provincial Rental Housing Corporation, BC Buildings Corporation, Ministry of
Attorney General, Ministry of Public Safety and Solicitor General, Ministry of Children and Family Development, BC Transit and
purchase of land for expansion of the Vancouver Convention and Exhibition Centre.

% Columbia Power Corporation and Columbia Basin Trust.

* Includes ICBC Properties Ltd.

o Self-supported commercial Crown corporation capital spending includes
projects undertaken by BC Hydro, BC Rail, ICBC and for Columbia River
power projects. Spending for these agencies totalled $925 million and was
$136 million below budget mainly due to reduced spending by ICBC and
deferred Columbia River power projects.

Provincial Debt

The government and its Crown corporations borrow to finance their own
operations (for example, when revenues fall short of expenses), to finance
construction of capital projects or other investments, to refinance maturing
debt and to finance working capital needs.

Provincial debt totalled $36.6 billion at March 31, 2003, or 27.2 per cent of
provincial GDP (see Table 2.10 and Appendix Table A2.19). Total debt was
$4.2 billion below budget reflecting lower-than-forecast debt balances at
the end of the 2001/02 fiscal year, improved government operating results,
reduced capital spending, reduced working capital requirements and non-
utilization of the forecast allowance.
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Table 2.10 Provincial Debt Summary "

Budget Actual Actual Annual
2002/03 2002/03 2001/02 Change
($ millions) (per cent)
Taxpayer-supported debt
Provincial government direct operating.................cccooeviieent, 17,182 15,453 13,789 12.1
Education facilities..........ccooiii 6,012 5,793 5,517 5.0
Health facilities. ..o 2,199 2,004 1,920 4.4
Highways, ferries and public transit........................oonl. 5,060 4,786 4,639 3.2
(0] {11 PR 1,148 1,024 1,312 (22.0)
Total taxpayer-supported debt...................... 31,601 29,060 27,177 6.9
Self-supported debt
Commercial Crown corporations and agencies....................... 8,377 7,497 7,674 (2.3)
Warehouse borrowing program............ccoveeeeieiiniieniiniienennn. - - 1,067 (100.0)
Total self-supported debt....................... 8,377 7,497 8,741 (14.2)
Forecast allowance..................oooiiiiiiiiiiiii 750 - - -
Total provincial debt........................... 40,728 36,557 35,918 1.8

' 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 government services Crown corporations and agencies, other fiscal agency loans, student assistance loans, loan
guarantees to agricultural producers, guarantees issued under economic development and home mortgage assistance
programs, and loan guarantee provisions.

Taxpayer-supported Debt

Self-supported Debt

Taxpayer-supported debt increased by $1.9 billion to total $29.1 billion at
year-end (21.6 per cent of GDP). This was $2.5 billion below budget, mainly
reflecting:

lower-than-forecast debt balances at the end of the 2001/02 fiscal year;

lower borrowing requirements for government’s consolidated revenue fund
due to better-than-expected operating results, lower ministry minor capital
spending, reduced working capital requirements and higher cash balances at
the start of the fiscal year; and

reduced capital spending for education, health and transportation projects.

Self-supported debt totalled $7.5 billion at March 31, 2003 (5.6 per cent of
GDP). Debt at year-end was $1.2 billion lower than the previous year (mainly
due to draw-down of cash held in the warehouse borrowing program) and
$880 million below plan mainly reflecting:

lower-than-forecast debt balances at the end of the 2001/02 fiscal year;

better foreign exchange rates and decreased working capital requirements
for BC Hydro;

use of asset sale proceeds to pay down debt of BC Rail; and

deferred capital projects and other decreased working capital requirements
for Columbia River power projects.

Table 2.11 shows a summary of debt changes from the 2002/03 budget.
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Table 2.11 Summary of Debt Changes from the 2002/03 Budget

Final
Change Results

($ millions)
Provincial debt at March 31, 2003 - 2002/03 budget 40,728
March 31, 2002 year-end changes between budget forecast
and the 2001/02 Public Accounts
Taxpayer-supported debt. .. .. ... (193)
Self-supported COMMEICIAL. .........ouii e (241)
Adjusted provincial debt at March 31, 2003 - post Public Accounts 40,294

Taxpayer-supported debt
Provincial government operating:
- improved CRF operating reSUItS. ............oiiii e (
- higher cash balances at the start of the fiscal year................cocooii (
- reduced working capital requirements and cash/accrual timing differences....................... (933)
- lower ministry minor capital SPending....... ..o (
Education and health facilities - mainly reduced capital spending............cccoooviiiiiiiiiiinn, (
Highways, ferries and public transit (lower capital spending and reduced

working capital reqUIremMeNtS). .. ... e (262)
BC Buildings (lower capital spending and reduced working capital requirements)..................... (81)
Other (mainly lower debt gUArantees)............ouiririiiii e (71)
Total taxpayer-supported. ... ... ... e (2,348)
Self-supported commercial
BC Hydro - improved foreign exchange rates and decreased working capital requirements......... (400)
BC Rail - mainly proceeds from sale of assets...........oooiiiiiiiii (124)
Columbia River power projects - deferred capital spending and other decreased
working capital FeqUIrEMENES. ... ..o (112)
(O 12T PPN (3) (639)
Debt forecast allowance NOt NEEAEA. ........ ... e (750)
Provincial debt at March 31, 2003 - 2002/03 Public Accounts ...................cccoiuiiiiiiinininaanan, 36,557

Although the summary accounts deficit was $3.2 billion, total provincial debt
only increased $639 million. This was due to numerous factors including
non-cash items included in the deficit (primarily amortization costs), the
draw-down of previously borrowed funds from the warehouse program,
timing differences between accrued revenue/expenses and actual cash
receipts/disbursements, and changes in working capital items such as accounts
receivable and accounts payable. Table 2.12 provides a reconciliation between
the summary accounts deficit and the total provincial debt increase.

Table 2.12 Reconciliation of Summary Deficit to Debt Increase - 2002/03

($ millions)
Summary deficit...............o 3,169
Taxpayer-supported capital expenditures. ..o, 1,131
Non-cash items included in the deficit..............coooii (1,359)
Reduction in warehouse debt............coooiiiii (1,067)
Higher cash balances at the start of the year..................co . (122)
Cash sources from working capital items (e.g. loans, accounts receivable etc.). (697)
Sinking fund changes and lower debt guarantees...............c..ccooiiiiiininnnen. (239)
Self-supported Crown corporations debt changes................cocoooviiiiiininn. (177)
Total provincial debtincrease.................... 639
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Credit Rating

Debt Indicators

A credit rating is an evaluation of a borrower’s ability to pay interest and to
repay principal. A credit rating affects the borrower’s debt servicing costs and
the investor’s rate of return since an investor will demand a higher interest rate
on a higher-risk, lower-rated security. Table 2.13 provides an interprovincial

comparison of credit ratings.

The ratio of taxpayer-supported debt relative to gross domestic product is a
measure often used by investors and credit rating agencies when analyzing

a province’s ability to manage its debt load. British Columbia’s taxpayer-
supported debt is one of the lowest in Canada, and this translates into a strong

credit rating and lower debt service costs.

Table 2.13 Interprovincial Comparison of Credit Ratings, June 2003

Rating Agency1

Moody’s Investors Standard and Dominion Bond
Province Service Poor’s Rating Service
British Columbia............................. Aa2 AA- AA (Low)
Alberta.........c.ooii Aaa AAA AAA
Saskatchewan...................cl Aa3 A+ A
Manitoba............cooii Aa2 AA- A
ONntario.......coeoveviiiiiea Aa2 AA AA
QuUEDEC. ... A1 A+ A
New Brunswick..............oooeiinnnne. A1 AA- A
Nova Scotia........cccovvviiiiin, A3 A- BBB (High)
Prince Edward Island....................... A2 Not Rated A (Low)
Newfoundland................ccoooeieni. A3 A- BBB

" The rating agencies assign letter ratings to borrowers. The major categories, in descending order of
credit quality are: AAA/Aaa; AA/Aa; A; BBB/Baa; BB/Ba; and B. The “17, “27, “3”, “high”, “low”, “+”,
and “-“ modifiers show relative standing within the major categories. For example, AA+ exceeds

AA and Aa2 exceeds Aa3.

Table 2.14 provides a historical summary of financial indicators that are used to
depict the province's debt position, recent borrowing trends and the impact of

debt on fiscal operating results.
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Table 2.14 Key Debt Indicators

Budget Actual
1998/99 1999/2000 2000/01 2001/02 2002/03 2002/03

Debt to revenue (per cent)

Total provincial.........cc.c.vviiiiiiiiiiiininns, 103.1 102.0 83.4 95.3 120.1 104.8

Taxpayer-supported............c.coeevvinennn. 99.7 101.1 90.3 104.1 127.9 115.9
Debt per capita ($)

Total provincial..............ovoeiiiiiiiinnns 8,071 8,559 8,345 8,757 9,866 8,827

Taxpayer-supported............c.cocveienenenen. 5,805 6,251 6,157 6,626 7,655 7,017
Debt to GDP (per cent) 2

Total provincial..........c.c.vvviiiiiiiiiiinians, 27.9 28.6 26.2 27.4 31.3 27.2

Taxpayer-supported............cccovevveinnenne. 20.1 20.9 19.3 20.8 243 21.6
Interest bite (cents per dollar of revenue) *

Total provincial..............oeoeiiiiiniinnns 7.8 7.5 6.4 6.4 7.7 6.4

Taxpayer-supported..............cocvevenenenen. 7.4 7.2 6.8 6.6 8.1 6.6
Interest costs ($ millions)

Total provincial.........cc.c.vvviiiiiiiiiiiinns, 2,452 2,528 2,604 2,422 2,628 2,231

Taxpayer-supported............cccoveviinnenne. 1,723 1,785 1,871 1,724 2,007 1,663
Interest rate (per cent) *

Taxpayer-supported............cccoveviiininnn 7.6 7.4 7.5 6.6 6.8 5.9
Background Information:
Revenue ($ millions) °

Total provincial ©.......c.cc.oooviiiii 31,294 33,804 40,618 37,689 33,918 34,887

Taxpayer-supported "..................ccee.... 23,285 24,909 27,690 26,108 24,703 25,076
Total debt ($ millions)

Total provincial.........ccceeeivniiiiiiiiiiin, 32,261 34,478 33,880 35,918 40,728 36,557

Taxpayer-supported ®........................... 23,204 25,181 24,998 27,177 31,601 29,060
Provincial GDP

($ MIllioNS) ®...ee 115,641 120,599 129,356 130,859 130,100 134,365
Population (thousands at July 1) "............... 3,997 4,028 4,060 4,102 4,128 4,141

' The ratio of debt to population (e.g. debt at March 31, 2003 divided by population at July 1, 2002).

2 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. debt at March 31, 2003 divided by 2002 GDP).

% 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.

* Weighted average of all outstanding debt issues.

® Revenue has been restated for prior years reflecting a change in accounting policy for equalization entitlements from a
cash basis to an accrual basis. This had the effect of increasing 1999/00 revenue by $125 million, and reducing
2001/02 and 2002/03 revenue by $68 million and $57 million, respectively.

® Includes revenue of the consolidated revenue fund plus revenue of all Crown corporations and agencies.

7 Excludes revenue of commercial Crown corporations and agencies.

8 Excludes debt of commercial Crown corporations and agencies (including non-guaranteed debt) and funds held under the
province's warehouse borrowing program.

® GDP for the calendar year ending in the fiscal year (e.g. GDP for 2002 is used for the fiscal year ended March 31, 2003).

10 Population at July 1st within the fiscal year (e.g. population at July 1, 2002 is used for the fiscal year ended
March 31, 2003).
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Government's Financial Statements

The government conducts its activities through ministries, Crown corporations
and agencies, and what is known as the SUCH sector (school districts,
universities, colleges, and health care facilities and organizations). Information
on the combined financial results of the government and its Crown
corporations and agencies is presented in the government's summary financial
statements, which are published in the annual Public Accounts. The SUCH
sector, consistent with the legislated requirement to fully comply with generally
accepted accounting principles (GAAP), will be included in the summary
financial statements beginning in 2004/05.

Consolidated Revenue Fund

The accounts relating to the government's direct activities are contained in the
consolidated revenue fund which consists of a main operating account and
various special accounts. The consolidated revenue fund comprises all money
over which the legislature has the power of appropriation.

The financial results of the consolidated revenue fund are reported as a
separate entity in the Public Accounts. Revenue and expenditure are recorded
on an accrual basis of accounting, with certain limited exceptions. Assets are
recorded to the extent that they represent financial claims by the government
upon outside parties; are items held for resale, prepaid expenses, deferred
charges, or prepaid capital advances; or are tangible capital assets acquired.
Similarly, liabilities are recorded only if they represent actual or probable
financial claims against the government.

Crown corporations and agencies

Crown corporations and agencies may be classified as either taxpayer-
supported or self-supported. Taxpayer-supported Crown corporations and
agencies may sell services directly to the public, but their revenue may not
cover operating expenses and debt servicing payments. In these cases, the
government provides some grants or other forms of assistance to them,
including the dedication of provincial revenue. This category also includes
Crown corporations whose primary purpose is to provide services to the
government. Self-supported Crown corporations and agencies do generate
sufficient revenue to cover operating and debt service costs, and may pay
dividends to the provincial government. The operations of Crown corporations
and agencies are recorded in their own financial statements, which are subject
to audit by the Auditor General or by private-sector auditors. As individual
Crown corporations and agencies publish their own financial statements, only
summarized financial information is provided in the Public Accounts.

Summary financial statements

The financial results of the consolidated revenue fund and the Crown
corporations and agencies are combined into the summary financial statements
(see Chart A2.1). Where the accounting policies of taxpayer-supported Crown
corporations and agencies differ from those used by central government to
prepare its own consolidated revenue fund financial statements, the Crown
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The Financial Cycle

corporation and agency financial statements include adjustments to conform to
government’s accounting policies unless they are following the norms for their
industry.

Chart A2.1 Summary Financial Statements Components

Main Operating
Account

Consolidated
Revenue Fund
Financial
Statements

Special
Accounts Summary
| Financial

Crown Statements
Corporations and
Agencies

(each publishing
its own
financial
statements)

Currently, as is the practice of many other jurisdictions in the rest of Canada,
the summary financial statements do not include all of the financial results
of the SUCH sector, although the government publishes SUCH sector
financial information in supplemental schedules to the Public Accounts. The
government has passed legislation requiring that its financial statements fully
conform to GAAP beginning with fiscal year 2004/05. Therefore, appropriate
SUCH sector financial results will be fully combined with the summary
financial statements beginning in 2004/05. Had it been included in 2002/03, the
SUCH sector would have reduced the deficit by $243 million, and increased
financial assets by $3.4 billion, liabilities by $3.7 billion and non-financial
assets by $3.6 billion.

In this appendix, current and historical operating results are presented in
accordance with the government's accounting polices effective March 31, 2003.

The Budget Transparency and Accountability Act (BTAA) outlines
government’s reporting requirements during the financial cycle and imposes
specific reporting deadlines or release dates for these publications. In
particular, fixed dates for presentation of the Throne Speech and budget, as
well as dates for quarterly and annual reports, are set by law.

Under the BTAA, the provincial government focuses its budgeting and
reporting on a summary accounts basis. The BTAA requirements include
reporting on the advice of the Economic Forecast Council, presentation of the
annual Estimates, Budget and Three-Year Fiscal Plan and Quarterly Reports
in accordance with GAAP by 2004/05, publication of Quarterly Reports with
revised forecasts, presentation of the Public Accounts, annual three-year
service plans for each ministry and government organization, and an annual
three-year government strategic plan.
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Chart A2.2 Financial Planning and Reporting Cycle
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Chart A2.2 summarizes the annual financial process of the provincial
government. This process consists of four main stages.

e Planning and Budget Preparation —Treasury Board reviews longer-term
estimates of revenue, expense, capital and debt, and establishes a
preliminary fiscal plan within the framework of the government’s overall
strategic plan. Preliminary high-level targets are provided to ministries and
received from Crown corporations. Ministries and Crown corporations
prepare three-year service plans, including performance measures and
targets, and operating and capital budgets, for review by Treasury Board
and/or government Caucus committees. Treasury Board makes decisions on
budget allocations for ministries and assesses Crown corporation net income
benchmarks based on government revenue forecasts, spending and capital
priorities, and debt targets within the context of the fiscal plan. As input to
this process, a consultation paper is made public by September 15" of each
year that invites public comment on issues that need to be addressed in
the fiscal and service plans, and a committee of the legislature holds public
hearings throughout the province.

e Implementation and Reporting — The government’s revenue, expense and
capital plans for the next three fiscal years, as well as other information on
the government’s finances, are presented to the Legislative Assembly by the

2003 Financial and Economic Review — July 2003



Appendix 2— Financial Review 59

Capitalization

Minister of Finance in a budget document called the Budget and Fiscal Plan.
The financial plan for the next fiscal year is included in the document called
the Estimates, which describes the individual appropriations to be voted on
by the Legislative Assembly. The service plans and a report on major capital
projects (those whose government contribution exceeds $50 million) must
also be tabled. Throughout the year, the authorized funding as specified in
the Estimates and ministry service plans is spent on programs and services.
Crown corporations follow approved service plans under direction of their
own Boards of Directors. Quarterly Reports, including full-year forecasts,

are published by legislated dates to provide regular public updates on the
government's finances.

e Fvaluation — At the end of the fiscal year, the Public Accounts are prepared
by the Comptroller General and examined by the Auditor General to
ensure that the financial statements fairly present the government's financial
position. The Public Accounts are augmented by the British Columbia
Financial and Economic Review, which provides an overview of annual and
historical financial and economic results. In addition, annual service plan
reports are made public that compare actual results with ministry and Crown
corporation performance measure targets.

e Accountability — The Public Accounts are presented to the Legislative
Assembly and they are reviewed by two committees of the Legislative
Assembly (the Select Standing Committee on the Public Accounts and
the Select Standing Committee on Crown corporations). The Ministerial
Accountability Report is published detailing the individual and collective
financial performance of cabinet ministers, and the service and revenue
results achieved by the Ministers of State and the Minister of Provincial
Revenue. When the Public Accounts are tabled, ministries and most Crown
corporations also release their service plan reports detailing results for
the previous fiscal year, and a report on government's strategic plan is
presented.

The government uses the "expense basis" of accounting for capital
expenditures. Accordingly, capital expenditures are reported on the
government's balance sheet (capitalized) and amortized (expensed) in the
government’s annual budgetary expenditures over the useful life of the assets.

The provincial government also issues advances to the SUCH sector for
investment in capital assets. These advances are capitalized in the summary
accounts balance sheet as prepaid capital advances. Prepaid capital advances
are amortized in similar fashion to capital assets.

Appendix Table A2.1 illustrates the effect of capitalization accounting policy on
the government's surplus (deficit) for 1998/99 to 2002/03. The table shows that
excluding the effect of capitalization, the 2002/03 deficit was $2,988 million
compared to a $1,528 million deficit in 2001/02. Additional information on

the government’s capitalization accounting policy is provided in the 2002/03
Public Accounts.

The five-year summary accounts balance sheet and the relationship between
the surplus/deficit and changes in debt is included in Appendix Table A2.5.
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Table A2.1 Effects of Capitalization on the Summary Accounts

1998/99 1999/00  2000/01 2001/02 2002/03

($ millions)
Surplus (deficit) excluding effects of capitalization .................. (1,312) (676) 428 (1,528) (2,988)
Adjustments to include capitalization policy:
Add: Cost of capital asset investments during the year .............. 1,689 1,900 2,028 1,415 1,131
Less: Cost of disposals, amortization and valuation adjustments .. (1,374)  (1,074) (1,025) (1,172) (1,312)
Net adjustment ...... ... 315 826 1,003 243 (181)
Surplus (deficit) after capitalization ........................................ (997) 150 1,431 (1,285) (3,169)

Unfunded Pension Liabilities

The province contributes to four defined benefit pension plans for substantially
all of its employees. These jointly trusteed pension plans were determined to
be in a surplus position based on economic conditions and expectations at

the time of their last actuarial valuation. The plans and the date of their last
actuarial valuation are:

e Public Service Pension Plan, March 31, 2002;
e Municipal Pension Plan, December 31, 2000;
e Teachers’ Pension Plan, December 31, 2000; and

e College Pension Plan, August 31, 2000.

In the event that a plan is determined to be in a deficit position by a
subsequent actuarial valuation (performed every three years), the province is
required to address the situation along with individual pension plan boards by
adjusting joint contributions or through other measures.

Note 17 in the 2002/03 Public Accounts provides more information on pension
plans.

In addition to pension benefits, each of the plans provide some group health
and/or dental benefits to retired members. During 2002/03, all of the plans
reviewed and curtailed some of these post-retirement group benefits due to
rising costs.

Adjustments to the Accumulated Deficit

During 2002/03, a number of retroactive adjustments were made to the
government's financial statements to reflect changes in accounting policy

and to correct previously published information. Table A2.2 provides a brief
summary of the changes that have been reviewed and approved by the Office
of the Auditor General.

One of the adjustments relates to certain tenures issued under the Small
Business Forest Enterprise program where the provincial government is
responsible for silviculture obligations. Previously, these costs were expensed
when they occurred (a cash basis approach). In keeping with its move to
accrual accounting (GAAP), the provincial government has estimated its
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Table A2.2 Summary of Changes in Accumulated Deficit
from the 2001/02 Public Accounts reported balance

Final
Change Results

($ millions)
Accumulated deficit on March 31, 2001 as reported in the 2001/02 Public Accounts .............. (3,509)
Opening balance adjustments reported in 2001/02 ...t 32
Opening balance adjustments due to accounting policy changes in 2002/03:
Recognition of liability due to Small Business Forest Enterprise silviculture obligations ............. (129)
Change from cash to accrual accounting for federal equalization payments ............................ 125
Change in consolidation method used by Canadian Blood Services to record its
investment in a subsidiary, CBS Insurance COMPANY .............cc..coceeeeuueeeeeiieeeeeeiieeeeeenn. (19) (23)
Accumulated deficit on March 31, 2001 as reported in the 2002/03 Public Accounts .............. (3,500)
2001/02 deficit:
As reported in the 2001/02 Public ACCOUNES ................cccoiuiiiiiiiiiiiii e (1,233)
Adjustments due to accounting policy changes in 2002/03:
Recognition of a reduction in Small Business Forest Enterprise silviculture liability ................ 16
Change from cash to accrual accounting for federal equalization transfers ........................... (68) (1,285)
Accumulated deficit on March 31, 2002 as reported in the 2002/03 Public Accounts .............. (4,785)

potential silviculture liability for these tenures and recorded the liability on its
balance sheet. The 2001/02 expense reduction reflects the difference between
the accrued liability for the year and the actual cash expenditures that were

previously recorded.

In 2001/02, the provincial government reported a cash equalization payment
of $226 million that related to both 1999/00 and 2001/02. In 2002/03, the
provincial government accrued an additional $57 million for the federal
government's equalization obligation for these two years. Also in 2002/03 the
provincial government changed its accounting policy to record grants under
the program on an accrual basis rather than on a cash basis. As a result,

$125 million was allocated as revenue in 1999/00, an overall $68 million
reduction in revenue was recorded in 2001/02 and a $57 million reduction in
2002/03.

Canadian Blood Services is self-insured through a subsidiary, CBS Insurance
Company (CBSD), and records its investment in CBSI on an equity basis.
Previous consolidations of CBSI had been done on a line-by-line, fully
consolidated basis. The change in policy resulted in an overall $19 million
increase in the accumulated deficit (based on the province's proportional share
of Canadian Blood Services).

2003 Financial and Economic Review — July 2003



62 Appendix 2— Financial Review

Table A2.3 Five-Year Operating Results '

1998/99 1999/00 2000/01 2001/02 2002/03
($ millions)
Consolidated revenue fund (CRF):
REVENUE ... 20,306 21,957 24,013 22,894 22,147
EXPenditure ........oouiieiii (20,581) (22,213) (22,460) (24,897) (25,196)
(275) (256) 1,553 (2,003) (3,049)
Wind-up of Forest Renewal BC & Fisheries Renewal BC...... - - - 256 -
CRF Balance ..............oooiiiiiiiiiiii e, (275) (256) 1,553 (1,747) (3,049)
Crown corporations and agencies:
Taxpayer-supported:
British Columbia Buildings Corporation ........................ 49 45 51 37 52
British Columbia Ferry Corporation (BCFC) ................... (114) (299) 11 (23) (29)
BC Transportation Financing Authority .................c.ooeeui. (114) 22 1 - (20)
Forest Renewal BC (FRBC) ......c.ccuiiiiiiiiiiiiiecee, (265) 1 (64) (179) -
552513 British Columbia Ltd. (Skeena Cellulose Inc.) ? .... - - - (69) (4)
Other ..o 9 (44) 32 (6) 10
Accounting adjustments ® ..................ooii (368) (131) (189) (225) (204)
Debt assistance for BCFC and Skeena
CelluloSe INC. ..oeviei - 1,080 - 220 -
Taxpayer-supported results before
contributionstothe CRF ................................... (803) 674 (158) (245) (195)
Contributions paid to CRF .........ccocoiiiiiiiiiiiien, (14) (78) (69) 17) (34)
Wind-up of Fisheries & Forest Renewal BC ................ - - - (256) -
Taxpayer-supported netresults ................................ (817) 596 (227) (518) (229)
Commercial:
British Columbia Hydro & Power Authority - net income . 395 416 446 403 418
Reversal of RSA transfer impact on net income ........... - 129 103 (145) (66)
British Columbia Hydro & Power Authority - operating ...... 395 545 549 258 352
Liquor Distribution Branch ..............cocoiiiiiiiiiins 616 617 642 637 654
British Columbia Lottery Corporation .......................c..e. 456 532 562 606 671
British Columbia Railway Company ................cccoveeene. 24 (582) (7) (107) (84)
Insurance Corporation of British Columbia ..................... 74 96 139 (251) 45
552513 British Columbia Ltd. (Skeena Cellulose Inc.) ? ... (26) (3) - - -
Other ..o 3 4 4 - 14
Accounting adjustments * ..................cooiiiiiiiiiee (99) (23) (301) (207) (60)
Commercial results before
contributionstothe CRF ................................ 1,443 1,186 1,588 936 1,592
Contributions paid to CRF .........ccocoiiiiiiiiiiie, (1,348) (1,376) (1,431) (1,420) (1,483)
Commercial netresults ................................. 95 (190) 157 (484) 109
Total Crown corporations and agencies ...................... (722) 406 (70) (1,002) (120)
(Deficit) surplus before joint trusteeship .......................... (997) 150 1,483 (2,749) (3,169)
Joint trusteeship ... - - (52) 1,464 -
(Deficit) surplus ... (997) 150 1,431 (1,285) (3,169)

' Based on 2002/03 Public Accounts information. For comparative purposes, figures for prior years have been restated for the presentation used

in 2002/03, and to reflect accounting policy changes for certain CRF revenue and expenses. See Tables A2.6 and A2.7 for details

2 Until 2000/01, 552513 British Columbia Ltd (Skeena Cellulose Inc) was classified as a commercial Crown corporation. Due to a significant deterioration
in the outlook for world pulp prices, the company was reclassified as taxpayer-supported starting in 2001/02.

3 Primarily reflects the amortization of the cost of highways transferred to the BC Transportation Financing Authority and one-time asset valuation

adjustments.

4 Primarily reflects adjustments to account for differences between the fiscal year ends of the government and BC Rail and ICBC, and transfers of

BC Lottery revenue to charities and local governments.
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Table A2.4 Summary of Changes from the 2002/03
Third Quarterly Report Updated Forecast

Final

Change Results

Budget deficit - 2002/03 Third Quarterly Report updated forecast

Consolidated revenue fund (CRF) changes:
Revenue changes:
- Personal income tax - lower personal income growth in 2002
- Corporation income tax - higher tax credits in 2001
- Other taxes - higher collections from most sources except social service tax
- Energy-related sources - higher prices
- Forests - higher harvest volumes
- Medical Service Plan premiums
- Equalization and CHST entitlements - lower population estimates and

accounting policy changes
- Other

Spending changes:
- Contingencies vote savings
- Ministry of Health Services savings
- Other ministry savings
- Lower debt interest

Crown corporation changes:
Taxpayer-supported:

- British Columbia Buildings Corporation - accounting policy adjustment,

revenue recognition

- British Columbia Ferry Corporation - write-down of PacifiCat ferries to sale

proceeds and transfer of proceeds to CRF

- Other changes and adjustments

Commercial:
- British Columbia Railway Company - impact of 2003 first quarter results on
adjustment to match government's fiscal year-end

- Insurance Corporation of British Columbia - impact of final audited results and
adjustment to match government's fiscal year-end
- Other changes and adjustments

Forecast allowance - not needed
Actual deficit - 2002/03 Public Accounts

...... 42

...... (70)

42

9)

47
9

($ millions)

(3,800)

54

216 270

14

47 61

300
(3,169)
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Table A2.5 Five-Year Statement of Financial Position (unaudited)

1998/99 1999/00 2000/01 2001/02 2002/03
($ millions)
Financial Assets
Cash and temporary investments ...............ccc 791 1,569 548 780 326
Other financial @ssets .........coooieiiiiii e, 3,577 4,155 4,525 4,412 4,093
Investments in commercial Crown corporations
and agencies
- Retained earnings of self-supported
Crown corporations ...........cocveveieiiiiiiiiiiieieean, 2,960 2,820 3,001 2,520 2,629
- Loans for purchases of assets
recoverable from agencies ..........c.cccoeviiiiiiinnnnn. 7,988 7,499 7,437 7,652 7,381
10,948 10,319 10,438 10,072 10,010
Warehouse borrowing program assets ...............ccocoeeeeenn. 658 1,320 1,312 1,067 -
15,974 17,363 16,823 16,331 14,429
Liabilities
Current liabilities ..o 3,502 4,091 3,945 4177 4,576
Unfunded pension liabilities .............ccccooviviiiiiiiiiin. 2,444 2,053 1,477 6 4
Debt
- Taxpayer-supported debt ... 23,204 25,181 24,998 27,177 29,060
- Commercial Crown corporations and agencies............... 9,057 9,297 8,882 8,741 7,497
Total provincial debt .............coooiiiiii 32,261 34,478 33,880 35,918 36,557
Less: guarantees and non-guaranteed debt ................... (707) (934) (597) (464) (416)
31,554 33,544 33,283 35,454 36,141
37,500 39,688 38,705 39,637 40,721
Net Liabilities ... (21,526) (22,325) (21,882) (23,306) (26,292)
Capital and Other Assets
Prepaid capital advances .............cccoiiiiiiiiiii 6,138 6,517 6,905 7,033 7,108
Tangible capital assets ..........c.ooiiiiii 10,029 10,476 11,091 11,206 10,950
Other @assets .......oiiii 278 401 386 282 280
16,445 17,394 18,382 18,521 18,338
Accumulated surplus (deficit) ....................... (5,081) (4,931) (3,500) (4,785) (7,954)
Change in Summary Accounts Financial Position
1998/99 1999/00 2000/01 2001/02 2002/03
($ millions)
Change in accumulated (surplus)/deficit: 997 (150) (1,431) 1,285 3,169
Working capital changes:
Increase (reduction) in cash and temporary investments ..... (507) 778 (1,021) 232 (454)
Reduction in unfunded pension liability ............................ 252 391 576 1,471 2
Other working capital changes ..., 407 112 501 (449) (720)
152 1,281 56 1,254 (1,172)
Capital asset and investment changes:
Increase in taxpayer-supported capital investments ............ 1,689 1,900 2,028 1,415 1,131
Less: amortization and other accounting changes ........... (1,374) (1,074) (1,025) (1,172) (1,312)
315 826 1,003 243 (181)
Increase in total investment in commercial Crown
(7] g oo =1 1 o] o - TP 740 953 771 410 984
Less: loan repayments and other accounting changes ..... (241) (1,582) (652) (776) (1,046)
499 (629) 119 (366) (62)
Increase (decrease) in warehouse borrowing investments ... 446 662 (8) (245) (1,067)
1,260 859 1,114 (368) (1,310)
Increase (decrease) in guarantees and
non-guaranteed debt ... (503) 227 (337) (133) (48)
Increase (decrease) in total provincial debt ...................... 1,906 2,217 (598) 2,038 639
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Table A2.6a Five-Year Revenue by Source
Consolidated Revenue Fund *

1998/99 1999/2000 2000/01 2001/02 2002/03

($ millions)
Taxation Revenue

Personal INCOME..........iiiiieeeeeeeeee e, 5,423 5,825 5,963 5,375 4,154
Corporation INCOME...........ooiuiiiiieie et 1,098 939 1,054 1,522 613
SOCIAl SEIVICE. .....eieeiiiiiieie e 3,209 3,338 3,617 3,535 3,770
FUBL . 654 470 443 398 393
TODACCO. ... 505 498 460 499 606
Property - residential (School purpose)...........cccccceeeevevevevenennn. 511 529 538 556 562
Property - business (school purpose) . 764 758 770 781 823
Property - rural @rea...........coceeeiiiiiiiiiee e 61 63 63 64 72
Property transfer...... ..o 223 245 262 303 407
Corporation Capital...........cceereiiieriiieeee e 455 460 459 395 198
INSUraNCe PremiUmM......c.uiii i 195 199 196 203 223
Hotel room ... 79 86 93 93 98
HOFSE FACING. .. eei ittt 4 3 - - -
Less commissions on collection of public funds ...........c............ (24) (24) (23) (36) (32)
Less allowance for doubtful accounts..........ccccccccoeiiiiiannen. (23) (25) (14) (36) (41)
Total taxation revenue................cccooioiiiiiiiiiiie e 13,134 13,364 13,881 13,652 11,846
Natural Resouce Revenue
Natural gas and petroleum
Natural gas royalties...........occeeeiiiiiiiiiei e 193 328 1,249 836 1,056
Permits and fees..........ocoeiiiiiiinii 106 248 462 360 330
Petroleum royalties. ..........coooiiiiiiiiiiieeee e 62 94 136 103 118
361 670 1,847 1,299 1,504
Columbia River Treaty..........cooiiiiiiiiiiiii e 16 100 632 360 100
MINETAIS. ... e 44 47 53 53 63
421 817 2,532 1,712 1,667
Forests
TIMbEr Sales .........cocoiiiiiiiic e 815 1,041 821 830 996
Small Business Forest Enterprise Program.... . 209 269 257 186 292
LOGGING 18X ..eeieiiieeeeeie s 14 24 60 28 21
Other forests revenue ...........ccooceeiiiieiiiincseese e 55 58 15 65 14
1,093 1,392 1,153 1,109 1,323
Water r@SOUICES...........ciiiiiiii i 306 297 294 284 257
Wildlife Act - fees and licences............cccccocoiiviiiiiiiiiiccnieee, 15 15 15 15 14
Less commissions on collection of public funds ...........c............ (1) (1) (1) (1) (1)
Less allowance for doubtful accounts..........ccccccccoeiiiiiann.n. (5) (3) (18) (11) (5)
Total natural resource revenue.................cccccceiiieiiiienncenns 1,829 2,517 3,975 3,108 3,255
Other Revenue
Fees and Licences
Medical Services Plan premiums...........cccocceeieeiieenceeieeennen. 876 868 895 955 1,358
Motor vehicle licences and permits ..........ccccccooveeiiiieeenneenn. 329 336 342 346 355
Ministry of Attorney General and Land Registries fees ......... 106 102 101 107 110
Other fees and liCENCES .........ccccceeiiiiiiiiiiicec e 258 261 229 232 226
Less commissions on collection of public funds .................... (51) (14) 7) (7) 9)
Less allowance for doubtful accounts...........ccccc.coeieeiann.n. (34) (5) (17) (44) (90)
1,484 1,548 1,543 1,589 1,950
Investment Earnings and Miscellaneous
Investment €arnings .........ccccoviieiiiiie e 51 60 111 64 18
Fines and penalties............ccooiiiiiiiiii e 112 108 99 99 77
Other miscellaneous.... . 125 127 126 160 168
Asset diSPOSItIONS .......ociuiiiiii 63 52 - 42 -
Less commissions on collection of public funds .................... (4) 3) - (4) (4)
Less allowance for doubtful accounts...........cccccocoeieiann.n. - (4) (19) (40) (3)
347 340 317 321 256
Total otherrevenue................cccoooiiiiiiiiii e 1,831 1,888 1,860 1,910 2,206
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Table A2.6a Five-Year Revenue by Source

Consolidated Revenue Fund '

1998/99 1999/2000 2000/01 2001/02 2002/03
($ millions)
Contributions from Government Enterprises
Liquor Distribution Branch ............c.ccccceeue . 616 617 642 637 654
British Columbia Hydro and Power Authority ............c.ccoeceeneenne 323 343 372 332 338
British Columbia Lottery Corporation ®..............cccocveveveveveveannns 369 416 414 449 489
Other contributions.........c..cooevveeiiiiiicee e . 54 78 72 19 36
Total contributions from government enterprises................ 1,362 1,454 1,500 1,437 1,517
Contributions from the Federal Government
Canada health and social transfer.................ccovvveeeeeiiececieeeee. 1,968 2,438 2,619 2,445 2,606
Equalization * - 125 - 158 543
Education (public schools) 76 81 74 85 80
Other PAYMENLS .....ccueeviieieeeee e 106 90 104 99 94
Total contributions from the federal government................. 2,150 2,734 2,797 2,787 3,323
Total Revenue 20,306 21,957 24,013 22,894 22,147

" For comparative purposes, figures for prior years have been restated to be consistent with the presentation used in 2002/03. Figures exclude dedicated

2

revenue collected on behalf of, and transferred to, British Columbia Transit, British Columbia Ferry Corporation, BC Transportation Financing Authority,
Greater Vancouver Transportation Authority ( TransLink ), Forest Renewal BC, BC Oil and Gas Commission, and Tourism British Columbia. These

revenues are included as part of the operations of Crown corporations and agencies, with the exception of Translink and certain other public bodies that

are not part of the provincial government.
Revenue is shown net of home owner grants (basic and supplementary).

3 The British Columbia Lottery Corporation remitted additional funds to government which was distributed to charitable organizations and local governments.

4 Revenue has been restated for prior years reflecting a change in accounting policy for equalization entitiements from cash basis to accrual. This had

the effect of increasing 1999/00 revenue by $125 million, and reducing 2001/02 and 2002/03 revenue by $68 million and $57 million, respectively.

Table A2.6b Five-Year Dedicated Revenue Collected on Behalf of, and Transferred to,

Crown Corporations and Agencies, and Other Entities

1998/99 1999/2000 2000/01 2001/02 2002/03
($ millions)
Dedicated Revenue:
British Columbia Transit '..............ccceeeeiiviinnnn... 94 8 7 8 8
BC Transportation Financing Authority (BCTFA) 2 124 176 202 195 222
Forest Renewal BC 2. ... ..ot 177 302 187 144 -
British Columbia Ferry Corporation * - 65 73 71 75
Greater Vancouver Transportation Authority (TransLink)®....... - 182 173 201 250
Tourism British Columbia ®..............ccoviiiiiiiiieee, 20 22 24 24 25
Oil and Gas Commission ”.. 6 13 18 17 20
(013 =Y S 149 151 158 178 190
Total Dedicated Revenue...............ccoocueeiiiiiieiiiee e, 570 919 842 838 790

N

w

IS

o

o

~

©

The 1998/99 figure includes motor fuel tax collected in the Vancouver and Victoria regional transit service areas. Effective April 1, 1999,

figures include motor fuel tax collected only in the Victoria regional transit area (2.5 cents/litre on clear gasoline and motive fuel) as a result of
the creation of TransLink .

Includes motor fuel tax and a sales tax on short-term rentals of passenger vehicles. Figures are based on a transfer of 6.75 cents/litre on

clear gasoline and motive fuel effective March 1, 2003, up from 3.25 cents/litre on clear gasoline and motive fuel effective April 1, 2000.

The initial rate of 1 cent/litre (effective May 1, 1994) was increased to 2 cents/litre on July 1, 1997 and 3 cents/litre on June 1, 1999.

Includes incremental stumpage and royalty revenue resulting from changes to rates introduced under the provincial government's

Forest Renewal Plan on and after May 1, 1994.

Includes 1 cent/litre of motor fuel tax for the period April 1, 1999 to September 30, 1999 and 1.25 cents/litre effective October 1, 1999.

Effective April 1, 1999, includes 8 centsl/litre on clear gasoline and motive fuel (4 cents/litre of which was previously collected on behalf of

BC Transit) and social services tax on parking in the Vancouver transit area. Effective April 1, 2002, the tax collected increased to 11 cents/litre
on clear gasoline and motive fuels, up from 9 centsl/litre effective April 1, 2001.

Includes a 1.65-per-cent share of the revenue raised from the 8-per-cent provincial hotel room tax.

Includes fees collected under the Petroleum and Natural Gas Act and the Pipeline Act, and a levy assessed under the Oil and Gas Commission Levy
Regulation.

Primarily reflects transfers of property tax revenue collected on behalf of local governments.
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Table A2.7 Five-Year Revenue by Source - Supplementary Information
Consolidated Revenue Fund '
1998/99 1999/2000 2000/01 2001/02 2002/03
(per cent)
Per Cent of GDP: 2
TaXatioN...coueiiiee e 11.4 11.1 10.7 10.4 8.8
Natural reSOUrCe........c.oeriiieriiiiieic e 1.6 21 3.1 24 24
Other ..., 1.6 1.6 1.4 1.5 1.6
Contributions from government enterprises.................... 1.2 1.2 1.2 1.1 1.1
Contributions from the federal government .................. 1.9 2.3 2.2 2.1 2.5
Total Revenue..........cccooiiiiiiiiiiiic e 17.6 18.2 18.6 17.5 16.5
Growth Rates: (per cent)
TaXatioN. oo 0.2 1.8 3.9 -1.6 -13.2
Natural reSOUrCe........ccoiriiieriiiieeiec e -16.8 37.6 57.9 -21.8 4.7
Other ..., 1.8 3.1 -1.5 2.7 15.5
Contributions from government enterprises.................... 6.4 6.8 3.2 -4.2 5.6
Contributions from the federal government .................. 17.0 27.2 23 -04 19.2
Total Revenue..........coceeveiiiiiiicic e 0.4 8.1 9.4 -4.7 -3.3
Per Capita Revenue: * (dollars)
Taxation........ooooiiiiiii s 3,286 3,318 3,419 3,328 2,860
Natural resource 458 625 979 758 786
Other ... e 458 469 458 466 533
Contributions from government enterprises.................... 341 361 369 350 366
Contributions from the federal government .................. 538 679 689 679 803
Total Revenue..........cccooviiiiiiiiiic e 5,080 5,451 5,914 5,582 5,348
Real Per Capita Revenue (2002 dollars) * 5,445 5,779 6,155 5,713 5,348
- growth rate (per cent).......cccccevveeiiiieiiiieceee -0.8 6.1 6.5 -7.2 -6.4

Revenue has been restated to reflect the government's accounting policy at March 31, 2003. Figures exclude dedicated revenue

collected on behalf of, and transferred to, Crown corporations and agencies, the Greater Vancouver Transportation Authority

(Translink ) and other public bodies.

divided by GDP for the 2002 calendar year). Totals may not add due to rounding.

w

IS

year (e.g. 2002 CPI for 2002/03 revenue). Totals may not add due to rounding.

Revenue as a per cent of GDP is calculated using GDP for the calendar year ending in the fiscal year (e.g. 2002/03 revenue

Per capita revenue is calculated using July 1 population (e.g. 2002/03 revenue divided by population on July 1, 2002).
Revenue is converted to real (inflation-adjusted) terms using the consumer price index (CPI) for the corresponding calendar
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Table A2.8 Five-Year Expense by Function '
Consolidated Revenue Fund

1998/99 1999/2000 2000/01 2001/02 2002/03
($ millions)
Health
Hospital care..........ccovveiiiiii e 4,546 4,836 5,278 5,998 6,305
Medical Care...........coceuiiiiiiiiii 2,420 2,665 2,847 3,166 3,308
Preventive care...........cocoiiiiiiiiii i 207 248 337 384 419
Otherhealth............oooiiiiiii 306 268 283 298 325
Total. .o 7,479 8,017 8,745 9,846 10,357
SoCial SEIVICES. ... ..uiiviiiiiiiii e 3,113 3,093 3,208 3,381 3,090
Education
Elementary and secondary.............c.coooviiiiiinanennn. 4,161 4,262 4,349 4,868 4,890
Post-secondary...........cocoiiiiiiii i 1,451 1,497 1,806 1,797 1,828
Other education.............coeuiiiiiiiie e 213 216 202 189 159
Total...oo 5,825 5,975 6,357 6,854 6,877
Protection of persons and property
Law enforcement............covviiiiiiiiiiiiee e 328 347 327 376 373
Police protection............ccooiiiiiiii 157 161 175 197 229
(7] 4 =1 o] - P 207 224 242 267 256
Other protection and regulation.............................. 297 296 275 263 243
Total. .o 989 1,028 1,019 1,103 1,101
Transportation
Road and air...........ccoevuiiiiiiiiiii e 472 469 447 494 490
Ferries. ... 24 1,080 - - -
Public transit............cooviiiii 294 148 164 207 260
Total. ..o 790 1,697 611 701 750
Natural resources and economic development
Forests (includes firefighting).................coooiiis 571 ¢ 491 592 794 902
Minerals and miNes...........coveeiiiiiiiiiiei e 31 43 58 113 47
Environment and agriculture...............cc.oocoiin. 213 226 238 306 322
Fishand game.............cooiiiiiiiiiiii 21 21 28 18 4
Trade and iNAUSEIY........coouiiiiiiii e 112 182 110 93 82
Total. .o 948 963 1,026 1,324 1,357
Other expense
Local government............coeuiiiiiiiiniiii e 200 127 122 169 178
HOUSING SUPPOIt.... ..o 91 93 104 134 151
Recreation and culture..............c.oooiiiiiiinn . 81 139 115 89 73
Restructuring exit costs............ccooviiiiiiiii - - - 161 188
Total. ..o 372 359 341 553 590
General government
Legislature.........coooviiiiii 35 34 34 39 37
Administration............cooiiii 192 212 230 335 326
Total...oo 227 246 264 374 363
Debt ServiCing.......c.oveuiieiiiii e 838 835 889 761 711
Total EXpPense..........cc.ovvvniniiiiiiiiiiiiiei e 20,581 22,213 22,460 24,897 25,196

presentation used in 2002/03.

and industry - $70 million) and the Kemess mine (recreation and culture - $33 million).

Expense by function has been restated to conform more closely to the presentation used by Statistics Canada. Figures are based on
2002/03 Public Accounts information. For comparative purposes, figures for previous years have been restated to be consistent with the

1999/00 includes one-time expenses of $1,183 million to record the forgiveness of $1,080 million of debt owed by the British Columbia
Ferry Corporation to the government, and write-downs of provincial investments in the Vancouver Trade and Convention Centre (trade

Public transit expenses are lower in 1999/00 due to the transfer of transit responsibilities for the Lower Mainland from British Columbia Transit to

the Greater Vancouver Transportation Authority (TransLink) at the end of 1998/99. Funding for TransLink is provided by increased provincial

transfers of revenue from fuel and sales taxes, increased access to the local property tax base, and other own-source fees and charges.
Expense for prior years was decreased due to a change in recognition of silviculture liabilities arising under the Small Business
Forest Enterprise Program. Silviculture costs were previously expensed as incurred but are now accrued when the liability

occurs. Expense was reduced by $16 million-2001/02, $4.5 million-2000/01, $2.2 million-1999/00, and $5.9 million-1998/99.

Restructuring exit costs have no future value to government and are shown separately from other categories of operating expenses.
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Table A2.9 Five-Year Expense by Function - Supplementary Information
Consolidated Revenue Fund '
1998/99 1999/2000  2000/01 2001/02 2002/03
(per cent)
Per Cent of GDP:
Health Care.... ... 6.5 6.6 6.8 7.5 7.7
SOCial SEIVICES. ... eiiiiiiieeiiii e 2.7 2.6 25 2.6 2.3
EdUCatioN.......ceeee e 5.0 5.0 4.9 5.2 51
Protection of persons and property............cccceviiieeiiceenieenninn, 0.9 0.9 0.8 0.8 0.8
TransSPOrtatioN..........ccueiiiiieiiiie e 0.7 1.4 0.5 0.5 0.6
Natural resources and economic development........................ 0.8 0.8 0.8 1.0 1.0
Other EXPENSE......ccoiiiiiiii e 0.3 0.2 0.2 0.5 0.5
General goOVErNMENT........couiiiiiiie e 0.2 0.2 0.2 0.3 0.3
Debt SErVICING.......vviiiiii e 0.7 0.7 0.7 0.6 0.5
Total EXPENSEe........ccoovvviiieieeieiieeeee e 17.8 18.4 17.4 19.0 18.8
Growth Rates: (per cent)
Health Care.......c..oeiii e 3.5 7.2 9.1 12.6 5.2
SOCIAl SEIVICES. ....eiiiiiiiiiiie e -0.5 -0.6 3.7 5.4 -8.6
EdUCATION......oiiiiiee e 1.0 26 6.4 7.8 0.3
Protection of persons and property..........cc.cocevciieiiieiinieeeniinn, 10.3 3.9 -0.9 8.2 -0.2
Transportation 2 e 2.6 114.8 -64.0 14.7 7.0
Natural resources and economic development 2 e, 14.8 1.6 6.5 29.0 25
Other expense 2 et -21.4 -3.5 -5.0 62.2 6.7
General goOVernMENt..........cuiiiiiiii i 6.6 8.4 7.3 41.7 -2.9
Debt SEIVICING. ... .eveeieiiiiiiiee e 0.5 -0.4 6.5 -14.4 -6.6
Total EXPense 2. ........ocoovvoeeeieeeeeeeeeeeeeeeeeeeeen. 2.2 7.9 1.1 10.9 1.2
Per Capita Expense: (dollars)
Health Care........ccoviiiieee e e 1,871 1,990 2,154 2,401 2,501
SOCial SEIVICES. ... eiieiiiieeiiie et 779 768 790 824 746
EdUCALION......oiiiiiieeee e 1,457 1,483 1,566 1,671 1,661
Protection of persons and property...........cccceviieeiiieenieenninn, 247 255 251 269 266
TransSPOrtatioN..........cueiiiiiiiiiie e 198 421 150 171 181
Natural resources and economic development......................... 237 239 253 323 328
Other eXPENSE......ccoiiiiiiie e 93 90 84 134 141
General goOVErNMENt.........ccuiiiiiiie e 57 61 65 91 88
Debt SErVICING.......vvi i 210 207 219 186 172
Total EXPENSEe........ccoovvvviieieiieiei e 5,149 5,514 5,532 6,070 6,084
Real Per Capita Expense (2002 dollars) 5,519 5,846 5,756 6,212 6,084
- growth rate (PEr CENt) 2. ..o 1.0 5.9 -1.5 7.9 -2.1

! Expense has been restated to reflect the government's accounting policy at March 31, 2003.

2 Excluding one-time expenses in 1999/00 of $1,183 million, 1999/00 growth rates would be -21.9% for transportation,
-4.3% for natural resources and economic development, -12.4% for other, 2.1% for total spending, and 0.3% for real per
capita; 2000/01 growth rates would be -1.0% for transportation, 15.2% for natural resources and economic development,
4.6% for other, 6.8% for total spending, and 3.9% for real per capita.

Note: Per capita expense is calculated using July 1 population (e.g. 2002/03 expense divided by

population on July 1, 2002). Similarly, expense as a per cent of GDP is calculated using GDP for the calendar year ending
in the fiscal year (e.g. 2002/03 expense divided by GDP for the 2002 calendar year). Expense is converted to real
(inflation-adjusted) terms using the consumer price index (CPI) for the corresponding calendar year (e.g. 2002 CPI for
2002/03 expense).
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Table A2.10a Government Restructuring Exit Expense 1

2001/02 2002/03

$ millions
Consolidated Revenue Fund:

Government Restructuring (All Ministries) Vote............cooovviiiiiiiiiniinnnns 81 185

Ministry budgets. ... .. ..o 23 3

ContiNGENGIES VOTE......oooiiiiie e 57 161 - 188 ?
Taxpayer-supported Crown Corporations:

BC Buildings Corporation............cc.veivueiiieiieee e 5 51

BC Health Research Foundation...................cooiiiii - 4

BC Pavilion Corporation............ccooiiiiiii e - 1

Forest Renewal BC.........o.iuiiiniii e 37 -

Legal Services SOCIELY. .. ..ouuiui e 6 2

Okanagan Valley Tree Fruit Authority............ccooiiiiiiii, - 10

L 10 15 -

Less : ministry payments to taxpayer-supported Crown corporations........... - 63 (87) (19) *
Subtotal taxpayer-supported. ..ot 224 169
Commercial Crown Corporations:

BC HYAr0. e - 37

BC Liquor Distribution Branch...............coooiiii - 28

BC Rall. ..t s 165 -

Insurance Corporation Of BC...........ouiiuiiiiiiie e 40 205 15 80 *
Total restructuring exit costs................ooi 429 249

' Includes one-time expenditures relating to staffing, building occupancy and other restructuring activities that
have no future value to government.

2 As reported in Table A2.10b.

3 As reported in the 2002/03 Public Accounts summary statements.

4 Included as part of changes to government investments in commercial Crown corporations.
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Table A2.10b Consolidated Revenue Fund
Government Restructuring Expense, 2002/03
Restructuring Exit Expense ' Non-Exit Restructuring Expense 2
Work- ~ Accom- Other  Total Work-  Accom- Other  Total Total
force  modation Restruc- force  modation Restruc-
Adjust- Restruc- turing Adjust- Restruc- turing
ment turing ment turing
(% millions)
Government Restructuring
(All Ministries) Vote:
Legislation............ccoooeieiiininnn. - - - - - - - - -
Officers of the Legislature............ 0.5 - - 0.5 - 0.1 - 0.1 0.6
Office of the Premier.................. 0.3 - - 0.3 - - - - 0.3
Advanced Education.................. 0.8 0.7 - 1.5 0.2 - - 0.2 1.7
Agriculture, Food and Fisheries.... 0.8 1.1 - 1.9 - - - - 1.9
Attorney General....................... 4.3 - - 4.3 0.2 1.4 0.3 1.9 6.2
Children and Family
Development...................... 7.8 0.8 4.1 12.7 0.1 0.6 0.6 1.3 14.0
Community, Aboriginal and
Women's Services............... 1.7 - 2.5 4.2 - 0.1 1.9 2.0 6.2
Competition, Science
and Enterprise..................... 0.6 0.1 - 0.7 - 0.1 - 0.1 0.8
Education..............cooii 0.7 - - 0.7 - - - - 0.7
Energy and Mines...................... 0.5 - - 0.5 0.1 0.1 - 0.2 0.7
Finance..........ccooovoiiiiiiiiinn. 0.4 - - 04 0.1 0.3 0.1 0.5 0.9
Forests.....coooviiiiiiiiiiiiiiiceenns 12.1 5.1 0.7 17.9 0.1 0.3 0.6 1.0 18.9
Health Planning......................... 0.3 - - 0.3 0.1 - - 0.1 0.4
Health Services...........ccceieunnn. - - - - - - - - -
Human Resources..................... 3.5 0.3 0.1 3.9 0.2 0.5 - 0.7 4.6
Management Services................ 2.6 - - 2.6 - 04 5.1 5.5 8.1
Provincial Revenue.................... 0.7 - - 0.7 - - - - 0.7
Public Safety and
Solicitor General.................. 3.9 46.3 - 50.2 0.1 5.6 0.1 5.8 56.0
Skills Development and Labour.... 0.7 - - 0.7 0.1 0.3 0.1 0.5 1.2
Sustainable Resource
Management...................... 3.8 1.7 - 5.5 - 0.1 0.3 0.4 5.9
Transportation.......................... 5.7 11.5 0.1 17.3 1.8 1.2 0.2 3.2 20.5
Water, Land and Air Protection..... 2.3 14.7 1.9 18.9 - 0.3 - 0.3 19.2
Other Appropriations.................. - 04 - 04 - - - - 0.4
Cross-Government > ................. 29.9 8.8 - 38.7 1.3 0.9 1.1 3.3 42.0
Totalvote.............cocoviniiniinnnn, 83.9 91.5 94 184.8 4.4 123 10.4 271 211.9
Ministry Budgets:
Health Services.................coee.... 2.2 0.2 - 24 0.4 0.7 1.3 24 4.8
Sustainable Resource
Management...................... - - 11 11 - - - - 1.1
Water, Land and Air Protection..... - - - - 0.8 0.2 0.1 1.1 1.1
Total from ministry budgets...... 2.2 0.2 1.1 3.5 1.2 0.9 1.4 3.5 7.0
Total............ooooi 86.1 91.7 10.5 188.3 5.6 13.2 11.8 30.6 218.9

! Restructuring exit costs represent no future value to government.

2 Non-exit restructuring costs result from the restructuring initiative but do have a future value to government.

% Cross-Government expense includes government-wide charges for enhanced pension eligibility, involuntary severance,
severance for long-term disability employees and other transition costs not attributable to a specific ministry.
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Table A2.11 British Columbia Buildings Corporation
Five-Year Income Statement for the Years Ended March 31
1999 2000 2001 2002 2003
($ millions)
Revenues:
Rentals ..o 399.0 399.3 403.6 412.7 396.6
OtherinCome ........ccoiiii e 37.3 48.3 48.2 46.1 64.6
Gains on sale of properties ............cooeviiiiiiiiinn. 9.9 15.9 10.4 6.6 10.5
446.2 463.5 462.2 465.4 471.7
Expenses:
Lease costs and client projects .............oooiiiiiiiin, 165.4 169.0 174.8 172.5 193.7
Operations and maintenance ................ccocoiiiiiiinnn. 139.3 149.7 156.7 168.7 155.7
AMOTtiZation ..o 40.6 39.8 41.6 41.6 38.0
Interest eXpense ..o 51.5 60.0 38.2 39.9 36.9
396.8 418.5 411.3 422.7 424.3
Net income before restructuring items ............................ 49.4 45.0 50.9 42.7 47.4
Restructuring Costs ..........cooiiiiiiiiii e - - - (5.5) (8.4)
Early lease termination recoveries ...................c.olll - - - - 13.1
Netincome ..., 49.4 45.0 50.9 37.2 52.1
Source: British Columbia Buildings Corporation.
Table A2.12 British Columbia Ferry Corporation
Five-Year Income Statement for the Years Ended March 31
1999 2000 2001 2002 2003
($ millions)
Revenues
TOHIS e 296.5 292.4 292.8 305.7 315.6
Catering and otherincome ..............ccoooviiiiiiiiiinnnnn. 87.6 85.9 91.1 95.8 100.2
Provincial grant/dedicated revenue " ........................... 24.0 64.9 72.5 71.7 74.2
408.1 443.2 456.4 473.2 490.0
Expenses:
Salaries, wages and benefits .................oo 235.2 227.2 227 1 241.6 2481
Other operating Costs .........cccviiiiiiiiiii 146.5 161.9 168.9 166.3 172.0
Net financing eXpense ..........cccvviiiiiiiiiiiiiiiiieeenen, 42.4 53.1 (0.3) 1.8 1.4
AmMOrtization .........cooiii 50.3 60.2 50.0 46.1 441
474.4 502.4 445.7 455.8 465.6
Net income (loss) before unusual items .......................... (66.3) (59.2) 10.7 17.4 244
Provision for write-down of PacifiCat ferries ................. (48.0) (240.0) - (40.0) (53.1)
Net income (I0SS) ...uvveieiii e, (114.3) (299.2) 10.7 2 (22.6) (28.7)

! Differs from amounts reported in Table A2.6b (dedicated revenue) due to minor year-end accounting adjustments.

2 Excludes the effect of the government's foregiveness of $1,080 million of debt. This is recorded on the corporation's balance
sheet and is accounted for in the government's summary accounts as an adjustment to taxpayer-supported Crown

corporations and

agencies.

Source: British Columbia Ferry Corporation.
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Table A2.13 BC Transportation Financing Authority
Five-Year Consolidated Statement of Income for the Years Ended March 31

1999 2000 2001 2002 2003
($ millions)
Revenue
Dedicated revenue ' ...............cccoeeiiiiiiiiiee e 126.3 177.2 199.5 196.7 223.2
Provincial grants ... - - - 42.2 -
Contractors' feesand other .............cooooiiiiiiiiiinins, - 33.5 87.3 38.2 8.4
Capital contributions (amortization) 2........................... - 189.7 189.7 188.7 187.5
126.3 400.4 476.5 465.8 419.1
Expenditures
Operations and administration ..........................o.ee. 49.7 46.4 41.0 43.7 6.2
Construction wages and benefits .............cccocoeeiieani. - 26.6 80.6 30.2 0.7
Amortization? .. .......ccooiiii e 32.1 2314 247.9 263.4 286.3
INterest ... 68.1 73.8 106.3 118.6 126.1
149.9 378.2 475.8 455.9 419.3
Operating results before extraordinary items ................... (23.6) 22.2 0.7 9.9 (0.2)
EXtraordinary ifems ............cooiiuuiiiiieeeeeeiiiiiiieeee e (90.7) ® - - (10.0)*  (19.6) °
Netresults forthe year ..., (114.3) 22.2 0.7 (0.1) (19.8)

" Differs from amounts reported in Table A2.6b (dedicated revenue) due to minor year-end accounting adjustments.

2 Effective March 31, 1999, the provincial government transferred highway infrastructure assets to the Authority. The value of the highways is recorded
on the Authority's balance sheet as a deferred capital contribution, which is amortized as income to offset the amortization expense of the highways.

3 The net book value of highways in the Lower Mainland that were transferred to the Greater Vancouver Transportation Authority.

* The net book value of highways transferred to municipalities as a result of incorporations and completion of new arterial routes.

5 The net book value of highways transferred to municipalites ($2.4 million), write-down of highway development costs ($10.5 million) and the write-down
of assets held for resale ($6.7 million).

Source: BC Transportation Financing Authority.

Table A2.14 British Columbia Hydro and Power Authority
Five-Year Income Statement for the Years Ended March 31

1999 2000 2001 2002 2003
($ millions)
Revenue:
DOMESHIC ..o 2,277.9 2,327.5 2,431.0 2,450.0 2,475.0
Electricity trade ..........ccooiiiiiii 739.0 1,129.1 5,458.0 3,861.0 1,932.0
3,016.9 3,456.6 7,889.0 6,311.0 4,407.0
Expenses:
ENergy CoStS ....ocuiiiiiiiiii 1,075.2 1,354.9 5,162.0 4,407.0 2,426.0
Operating EXPENSES ......c.vvuiriiiiiiiieeie e 592.3 612.4 929.0 716.0 718.0
Depreciation ..........covviiiii 338.8 365.0 380.0 386.0 417.0
Finance charges ..........ccoovoiiiiiiiiii 615.2 578.8 559.0 544.0 457.0
2,621.5 29111 7,030.0 6,053.0 4,018.0
Operating results ..........coooviiiiiiii 395.4 545.5 859.0 258.0 389.0
Restructuring Costs ..........ociiiiiiiiiiii - - - - (37.0)
Customer profit sharing ............coooiiiii - - (310.0) - -
Transfer (to) from RSA ..., - (129.3) (103.0) 145.0 66.0
NetinCOMe ..o, 395.4 416.2 446.0 403.0 418.0

" Effective March 31, 1999, the Authority modified its accounting and reporting of transfers (to) from the rate stabilization account (RSA). RSA
transfers are now shown as adjustments to net income rather than to retained earnings as previously reported.

Source: British Columbia Hydro and Power Authority.
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Table A2.15 Liquor Distribution Branch

Five-Year Income Statement for the Years Ended March 31

1999 2000 2001 2002 2003
($ millions)
Provincial liquorsales ..o 1,640.8 1,663.3 1,719.2 1,792.9 1,885.3
Less: Costofsales ' ......ccoouviiiiiiiiiiiiiieiiieieeie e, 850.6 864.8 891.6 929.6 981.0
GroSS MAGIN ...ueieit e aas 790.2 798.5 827.6 863.3 904.3
Operating EXPENSES ......ovuiiiiiiiiiiiee s (178.2) (188.4) (197.9) (231.9) (254.9)
OtherinCome ........ocoiuiiiiii e 3.9 7.3 12.7 5.3 4.8
NEetiNCOME ... .o 615.9 617.4 642.4 636.7 654.2
" Includes discounts and commissions.
Source: Liquor Distribution Branch.
Table A2.16 British Columbia Lottery Corporation
Five-Year Income Statement for the Years Ended March 31
1999 2000 2001 2002 2003
($ millions)
GaMING FEVENUE ......vnitiiiiteeii e 1,261.5 1,401.5 1,483.0 1,607 .4 1,792.4
Less: Prizes and direct coSts ...........cooiiiiiiiiiiiiiiinns, 699.1 745.9 796.1 863.5 987.0
GrOSS MAGIN «.eueneeciee et e e e 562.4 655.6 686.9 743.9 805.4
Operating expenses (Net) ........ccoeoeviiiiiiiiiiiiieeeenes (106.4) (123.6) (124.9) (137.8) (134.5)
NEtinCOME ..o 456.0 532.0 562.0 606.1 670.9
Allocation of net income
Governmentof Canada ............cocoiiiiiiiiiiiii 7.0 7.2 7.4 7.6 7.8
Funding for provincial gaming programs ...................... 5.0 1.9 3.7 41 3.2
Transfers to charities/local governments ...................... 74.6 106.9 137.2 145.6 1711
Contribution to provincial revenue ...................cocovnis 369.4 416.0 413.7 448.8 488.8
456.0 532.0 562.0 606.1 670.9

Source: British Columbia Lottery Corporation.
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Table A2.17 British Columbia Railway Company
Five-Year Income Statement for the Years Ended December 31 °

1998 1999 2000 2001 2002
($ millions)

REVENUE ... 338.3 3411 333.5 301.8 313.2
EXPENSES ..veiiiiii e 284.5 271.3 293.1 266.6 241.9
Operating iNCOME .......oiiiiii e 53.8 69.8 40.4 35.2 71.3
Non-operating eXPeNSES ........ccovveiiiiiiieaanannns, (21.8) (22.6) (28.7) (29.7) (15.3)
Income from continuing operations before special charges . 32.0 47.2 11.7 5.5 56.0

Special Charges ...........cccovuiiiiiiiiiie e - (605.8) 2 (8.0)° (79.8) * -
Income (loss) from continuing operations ........................ 32.0 (558.6) 3.7 (74.3) 56.0
Results of discontinued operations ............................. (7.9) (23.5) (10.4) (32.6) (140.2)
Net income (I0SS) ....ovinieiiii e, 24 1 (582.1) (6.7) (106.9) (84.2)

" Prior years are restated to be consistent with the current presentation.

2 Asset impairment charge on northern British Columbia rail assets.

3 Provision to reflect anticipated future costs of environmental remediation.
4 Restructuring costs.

Source: British Columbia Railway Company.

Table A2.18 Insurance Corporation of British Columbia
Five-Year Income Statement for the Years Ended December 31

1998 1999 2000 2001 2002
($ millions)
Revenue:
Net premiums ........oooiiiiiii 2,368.9 2,382.4 2,387.0 2,447 1 2,628.5
Investmentincome ..........ccoooiiiiiiiiiii 412.2 449.2 625.7 454.0 327.3
Net provincial fine and licence collections ................... 41.0 - - - -

2,822.1 2,831.6 3,012.7 2,901.1 2,955.8

Claims and expenses:

Claims incurred ..........ocoviiiiiii e 2,134.6 2,080.3 2,006.2 2,126.3 2,193.5
Prior years' claims adjustments ..........................lL (219.5) (238.2) (266.3) 2.2 (24.8)
Net claims incurred ...........coooiiiiiiii 1,915.1 1,842.1 1,739.9 2,128.5 2,168.7
Claims operations eXpense ...........cccovvveieiiiiiiiinenenannn, 287.6 334.3 333.0 316.6 268.5
Operating costs - iNSUraNCe ............cocoviiiiiiniaianss 417.0 466.8 479.2 472.6 374.7
Operating costs - non-insurance ..............c.cocoeveennenn. 81.9 92.7 103.4 94.4 83.7
2,701.6 2,735.9 2,655.5 3,012.1 2,895.6
Income before unusual items .............ccoooiiiiiiin, 120.5 95.7 357.2 (111.0) 60.2
UNUSUAl IEMS ....eeiii e (47.0) 2 - (218.5) >  (139.5)° (15.2) *
Netincome (I0SS) .....vviiiiiiiiii e 73.5 95.7 138.7 (250.5) 45.0

! Commencing in 1997, the corporation assumed responsibility for the collection of licence fees and fines revenues as part of a merger with
the Motor Vehicle Branch of the Ministry of Transportation and Highways.

2 Road Safety Dividend.
3 Includes restructuring costs ($39.5 million) and a provision for a reduction in investment value ($100 million).
4 Restructuring costs.

Source: Insurance Corporation of British Columbia.
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Table A2.19 Five-Year Provincial Debt Summary '

Budget Actual
1998/99 1999/2000 2000/01 2001/02 2002/03 2002/03
($ millions)
Taxpayer-supported debt
Provincial government direct operating........................ 12,217 13,859 12,113 13,789 17,182 15,453
Education facilities °
SChOOIS. ...ceniiee 3,261 3,609 3,880 4,092 4,375 4,294
Post-secondary institutions.................c.oo 1,336 1,369 1,383 1,425 1,637 1,499
4,597 4,978 5,263 5,517 6,012 5,793
Health facilities >...............oovviiiiiiiiiiiiiee e 1,282 1,451 1,780 1,920 2,199 2,004
Highways, ferries and public transit
BC Transportation Financing Authority...................... 1,433 1,843 2,197 2,514 2,743 2,661
BC Ferries. ... 973 24 21 19 72 -
BC Transit......c..ovuniiiiiiii e 59 79 75 79 94 87
Public transit >.............oovviiiiiiiiiiii e, 987 952 948 936 937 930
SkyTrain extension ®..............cccoovvuvvivvririeiiiieenees 133 488 836 1,044 1,214 1,105
Rapid Transit Project 2000 Ltd...........cccoviiiiiinanennn. 56 101 114 47 - 3
3,641 3,487 4,191 4,639 5,060 4,786
Other
BC BUIldINGS......iviiiiiiiiii e 715 615 610 596 538 456
552513 British Columbia Ltd. (Skeena Cellulose Inc.) * - - 337 - - -
Social hOUSING ®......vviiiiiei e 183 205 265 299 218 161
Homeowner Protection Office...........c.cooeiiiiiiin, 11 34 71 113 139 123
Universities and colleges - fiscal agency loans............ 137 130 124 114 113 105
Student assistance loans...............ccoooiiiiin. 287 267 159 90 73 54
OthEr &, 134 155 85 100 67 125
1,467 1,406 1,651 1,312 1,148 1,024
Total taxpayer-supported debt................................. 23,204 25,181 24,998 27,177 31,601 29,060
Self-supported debt
Commercial Crown corporations and agencies
BC Hydro 7,474 6,945 6,852 6,863 7,442 6,829
BC RaIl ..o 607 655 603 614 638 494
552513 British Columbia Ltd. (Skeena Cellulose Inc.) * 221 280 - - - -
Columbia Basin Power Company "........................... 94 94 93 120 285 118
Columbia Power Corporation.............c.coveeviiininannn. - - 20 64 - 47
Liquor Distribution Branch.................cccoviiiiiiininn, 3 3 2 13 12 9
8,399 7,977 7,570 7,674 8,377 7,497
Warehouse borrowing program............c..cceeveiiniininnen, 658 1,320 1,312 1,067 - -
Total self-supported debt......................... 9,057 9,297 8,882 8,741 8,377 7,497
Forecast allowance..................ccooiiiiiiiiii - - - - 750 -
Total provincial debt.....................cooiii, 32,261 34,478 33,880 35,918 40,728 36,557

' 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 Effective March 31, 2000, the provincial government assumed responsibility for the fiscal agency loans of BC Ferries ($1,080 million)

and 580440 British Columbia Ltd. (Vancouver Trade and Convention Centre) ($70 million). Although this resulted

in a change to debt composition, debt totals were not affected.
3 Represents government direct debt incurred for capital financing purposes.

* Based on a revised outlook for world pulp prices and its potential impact on the finances of 552513 British Columbia Ltd. (Skeena Cellulose Inc.), the
company's debt was reclassified from self-supported to taxpayer-supported in 2000/01. In March 2002, the company's debt was assumed by the
provincial government ($260 million) and by the minority shareholder ($94 million) in preparation for returning Skeena Cellulose Inc. to the private sector.

5 Includes the BC Housing Management Commission and the Provincial Rental Housing Corporation.

% Includes the BC Assessment Authority, the Pacific Racing Association, and other taxpayer-supported Crown corporations and
agencies. Also includes loan guarantees to agricultural producers, guarantees issued under economic development assistance programs
and loan guarantee provisions.

7 A joint venture of the Columbia Power Corporation and Columbia Basin Trust.
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Table A2.20 Five-Year Provincial Debt Summary -- Supplementary Information
1998/99 1999/2000 2000/01 2001/02 2002/03
Per Cent of GDP: (per cent)
Taxpayer-supported debt
Provincial government direct...................cooiiinanen. 10.6 11.5 9.4 10.5 11.5
Education.........cooviiiiiii 4.0 4.1 4.1 4.2 4.3
Health facilities..............ccoocoiiii 1.1 1.2 14 1.5 1.5
Highways, ferries and public transit.......................... 3.1 29 3.2 3.5 3.6
Otherdebt.... ... 1.3 1.2 1.3 1.0 0.8
Total taxpayer-supported debt................c.ocoeeenen, 20.1 20.9 19.3 20.8 21.6
Self-supported debt
Commercial Crown corporations and agencies.......... 7.3 6.6 5.9 5.9 5.6
Warehouse borrowing program............c..cccovevivnenennns 0.6 1.1 1.0 0.8 -
Total self-supported debt.............ooooiiiiit. 7.8 7.7 6.9 6.7 5.6
Total provincial debt...................................... 27.9 28.6 26.2 27.4 27.2
Growth Rates: (per cent)
Taxpayer-supported debt
Provincial government direct....................ooooiienl. 10.8 134 -12.6 13.8 12.1
Education.........cooiiiii 8.7 8.3 5.7 4.8 5.0
Health facilities...........c.coooiiii -10.4 13.2 22.7 7.9 4.4
Highways, ferries and public transit.......................... 15.8 -4.2 20.2 10.7 3.2
Otherdebt.......cooiii 1.9 -4.2 17.4 -20.5 -22.0
Total taxpayer-supported debt..................ccooiinls 9.1 8.5 -0.7 8.7 6.9
Self-supported debt
Commercial Crown corporations and agencies.......... 5.0 -5.0 -5.1 1.4 -2.3
Warehouse borrowing program............ccceeeveviennnnnnns 558.0 100.6 -0.6 -18.7 -100.0
Total self-supported debt.................ocoiiiiiiiiiinn.. 11.9 2.6 -4.5 -1.6 -14.2
Total provincial debt.......................... 9.8 6.9 1.7 6.0 1.8
Per Capita Debt: (dollars)
Taxpayer-supported debt
Provincial government direct...................cooooiienl. 3,056 3,440 2,983 3,362 3,731
Education.........cooiiii 1,150 1,236 1,296 1,345 1,399
Health facilities.............coooiiii 321 360 438 468 484
Highways, ferries and public transit.......................... 911 866 1,032 1,131 1,156
Otherdebt.... ..o 367 349 407 320 247
Total taxpayer-supported debt...................cooeenini. 5,805 6,251 6,157 6,626 7,017
Self-supported debt
Commercial Crown corporations and agencies.......... 2,101 1,980 1,864 1,871 1,810
Warehouse borrowing program..............cccoeevienenennns 165 328 323 260 -
Total self-supported debt.............ccoooiiiiiiiinin. 2,266 2,308 2,188 2,131 1,810
Total provincial debt............................... 8,071 8,559 8,345 8,757 8,827

Note: Totals may not add due to rounding.
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Table A2.21 Summary of Changes from the 2002/03
Third Quarterly Report Updated Forecast - Capital Spending and Debt

Final
Change Results
($ millions)
Capital spending - third quarter updated forecast 2,179
Taxpayer-supported

Education facilities. .......c.oei e (19)

Health faCilities. . ... e (17)

Rapid Transit Project 2000............ouiiii e (29)

Purchase of land for Vancouver Convention and Exhibition Centre expansion project........... 32

L0013 Y (17) (50)

Self-supported commercial

Columbia POWET PrOJECES. ... ettt e et (40)

107 = PP (15)

1003 (18) (73)
Capital spending -actual.......... ... 2,056
Provincial debt at March 31, 2003 - third quarter updated forecast 37,268

Taxpayer-supported debt
Provincial government operating - improved results of the CRF, partially offset by
higher working capital requirements........ ..o (111)

Education and health facilities - mainly reduced capital spending................ccoooiiiiiiiiinn.. (38)

Transportation - mainly reduced SkyTrain capital spending...........c.coooviiiiiiiiiiiiiiineene, (45)

Other reduced reqUIrEMENES. ... .. et (@2

Total taxpayer-SUPPOITEA. ... ...t (221)

Self-supported commercial

BC Hydro - reduced working capital requirements. ............cccooiiiiiiiiii (169)

Other - mainly Columbia power projects reduced capital spending ................ccoceviiiiinns. (21)

Total SeIf-SUPPOIEA. ... e (190)

Debt forecast allowance not needed. ... (300)
Provincial debt at March 31, 2003 - 2002/03 Public Accounts ......................c.ccoviiiiiiiniinann.. 36,557
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Table A2.22 Historical Summary Accounts Surplus (Deficit) '

Crown Summary Surplus
Consolidated Revenue Fund Corporations Joint Accounts (Deficit)
and Trusteeship Surplus  as a Per Cent
Year Revenue Expenditure Balance Agencies  Arrangements (Deficit) of GDP
($ millions)
1969/70 oo, 1,248 1,244 4 - - 4 -
1970771 oo, 1,373 1,274 99 - - 929 1.1
1971/72 oo, 1,558 1,474 84 - - 84 0.8
1972/73 oo, 1,772 1,675 97 - - 97 0.8
1973174 .o, 2,217 2,071 146 - - 146 1.0
1974175 ..o, 2,769 2,779 (10) - - (10) (0.1)
1975176 .o, 3,124 3,534 (410) - - (410) (2.1)
1976/77 oo, 3,785 3,691 94 - - 94 0.4
1977178 oo, 4,372 4,168 204 - - 204 0.8
1978/79 oo 4,853 4,582 271 - - 271 0.9
1979/80 " ... oo, 5,860 5,318 542 (88) - 454 1.4
1980/81 ..o 5,982 6,239 (257) 45 - (212) (0.6)
1981/82 .o, 7,139 7,323 (184) 43 - (141) (0.3)
1982/83 ..o 7,678 8,662 (984) (257) - (1,241) (2.8)
1983/84 ..o, 8,335 9,347 (1,012) 49 - (963) (2.0)
1984/85 ....cccoiiiiin, 8,807 9,801 (994) 172 - (822) (1.6)
1985/86 ..., 9,160 10,127 (967) 110 - (857) (1.6)
1986/87 ..o, 9,463 10,624 (1,161) 526 - (635) (1.1)
1987/88 ..., 11,007 11,055 (48) 119 - 71 0.1
1988/89 ..o 12,570 11,834 736 194 - 930 1.3
1989/90 ....coiiiiiin, 13,656 13,200 456 40 - 496 0.7
1990/91 ..o 14,236 15,010 (774) 107 - (667) (0.8)
1991/92 ..o, 14,570 17,101 (2,531) 192 - (2,339) (2.9)
1992/93 ... 16,172 17,858 (1,686) 210 - (1,476) (1.7)
1993/94 ..., 17,923 18,833 (910) 11 - (899) (1.0)
1994/95 .. ..o 19,506 19,953 (447) 219 - (228) (0.2)
1995/96 ....oiiiiin, 19,698 20,054 (356) 38 - (318) (0.3)
1996/97 ..o, 20,126 20,241 (115) (270) - (385) (0.4)
1997/98 ..o, 20,216 20,135 81 (248) - (167) (0.1)
1998/99 ... 20,306 20,581 (275) (722) - (997) (0.9)
1999/2000 .........ceenenennnn. 21,957 22,213 (256) 406 - 150 0.1
2000/01 ..o, 24,013 22,460 1,553 (70) (52) 1,431 1.1
2001/02 ..o, 22,894 24,897 (2,003) 2 (746) 2 1,464 (1,285) (1.0)
2002/03 ..o 22,147 25,196 (3,049) (120) - (3,169) (2.4)

" The provincial government began publishing summary financial statements in 1979/80. Figures for prior years are unavailable.
For 1970/71 to 1978/79, the CRF surplus/(deficit) is used in place of the summmary accounts surplus/(deficit).

2 Does not include the $256 million transfer to the CRF for the wind-up of Forest Renewal BC and Fisheries Renewal BC.
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Table A2.23 Historical Revenue by Source
Consolidated Revenue Fund ’

Contributions Contributions
from from
Natural Other Government the Federal
Year Taxation Resource Revenue Enterprises Government Total
($ millions)

1984/85........c.cvveveees 5,015 721 886 360 1,825 8,807
1985/86........ceeeveeennnee 5,237 704 965 398 1,856 9,160
1986/87 ... 5,354 658 979 448 2,024 9,463
1987/88......c.eveeeerenee 6,200 1,223 1,060 470 2,054 11,007
1988/89......cccvveeeees 6,973 1,272 1,729 447 2,149 12,570
1989/902......ccvverne 8,095 1,249 1,464 727 2,121 13,656
1990/91....ccoieeees 8,702 1,171 1,433 834 2,096 14,236
1991/92.....ieeee 8,997 1,101 1,573 701 2,198 14,570
1992/93......ccccieeees 9,897 1,264 1,580 1,016 2,415 16,172
1993/94 3. ..o 11,101 1,772 1,733 1,048 2,269 17,923
1994/95........cvveveees 11,937 2,244 1,835 1,028 2,462 19,506
1995/96 *.......ocvvveeenn, 12,509 2,026 1,801 968 2,394 19,698
1996/97 ... 13,094 2,186 1,743 1,148 1,955 20,126
1997/98 ... 13,103 2,197 1,799 1,280 1,837 20,216
1998/99 ... 13,134 1,829 1,831 1,362 2,150 20,306
1999/2000 °................ 13,364 2,517 1,888 1,454 2,734 21,957
2000/01 ..o 13,881 3,975 1,860 1,500 2,797 24,013
2001/02° ....coevvee. 13,652 3,108 1,910 1,437 2,787 22,894
2002/03°%................, 11,846 3,255 2,206 1,517 3,323 22,147

Revenue has been restated to reflect the government's accounting policy at March 31, 2003. Further information is provided in

footnotes to Table A2.3, and in the introduction to this appendix. Figures exclude dedicated revenue collected on behalf of, and
transferred to, Crown corporations and agencies. These revenues are included as part of the operations of the Crown corporations

and agencies. Figures are based on Public Accounts information.
Beginning in 1989/90, other revenue has been restated to reflect a change in accounting policy to exclude sinking fund

earnings from revenue.

Beginning in 1993/94, revenue has been restated to reflect a change in accounting policy to show allowances for

doubtful collection of revenue accounts as deductions from revenue. Previously, these amounts were recorded as expenditures.

Beginning in 1995/96, other revenue has been restated to reflect a change in accounting policy to exclude from
revenue and expenditure, non-cash exchanges of Crown land (of equivalent value) to third parties.
Revenue have been restated for 1999/00 and 2001/02 reflecting a change in the method of recording equilization entitlement from

cash basis to accural. This has the effect of increasing 1999/00 revenue by $125 million, and reducing 2001/02 and 2002/03

revenue by $68 million and $57 million, respectively.
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Table A2.24 Historical Expense by Function
Consolidated Revenue Fund '
Social Debt
Year Health Services Education  Transportation Servicing Other 2 Total
($ millions)

1984/85.......ccvvveeeien, 3,042 1,266 2,455 1,263 275 1,500 9,801
1985/86....ccccveeeeecirinnnen, 3,161 1,298 2,385 1,157 342 1,784 10,127
1986/87....ccccvveeeecieen, 3,446 1,298 2,495 905 384 2,096 10,624
1987/88...ceeeeeeeeeeieeen, 3,684 1,349 2,663 928 525 1,906 11,055
1988/89......cccvveieeiie, 4,012 1,440 2,920 844 530 2,088 11,834
1989/90 °......cvieiieen, 4,502 1,496 3,228 1,199 457 2,318 13,200
1990/91...eeiiiieeiiee, 5,028 1,669 4113 * 1,188 478 2,534 15,010
1991/92...uueeeeiiiee, 5,617 1,994 4,521 1,262 590 3,117 17,101
1992/93....cccciieeieee, 6,003 2,366 4,804 1,078 736 2,871 17,858
1993/94....coeeeeieiee, 6,287 2,704 4,984 1,024 844 2,990 18,833
1994/95......ccciieeiien, 6,584 2,890 5,252 907 931 3,389 19,953
1995/96....cccvevevieiiinnnen, 6,778 3,033 5,492 852 887 3,012 20,054
1996/97 ..ooeeeeeeeeeee, 7,038 2,969 5,750 844 867 2,773 20,241
1997/98 ..o, 7,224 3,048 5,766 770 834 2,493 20,135
1998/99° ..o, 7,479 3,113 5,825 790 838 2,536 20,581
1999/2000 .......ccccvvvvveeeen. 8,017 3,093 5,975 1,697 835 2,596 22,213
2000/071 .oeveeiieeeeee e, 8,745 3,208 6,357 611 889 2,650 22,460
2001/02 7 e, 9,846 3,381 6,854 701 761 3,354 24,897
2002/03 7 .o 10,357 3,090 6,877 750 711 3,411 25,196

2

3

Expense has been restated to reflect the government's accounting policy at March 31, 2003. Further information is
provided in footnotes to Table A2.8. Figures are based on Public Accounts information.
Other includes: protection of persons and property, natural resources and economic development, general government

and other expenses.

Beginning in 1989/90, expense has been restated to report sinking fund earnings as a deduction from expense.

Previously, these earnings were reported as revenue. The annual deficits are unchanged by this accounting policy

change.

4 Beginning in 1990/91, the provincial government assumed full responsibility for contributions to school districts previously

6

funded through residential school property taxes. As a result, some expenses formerly financed by local school

districts are included as expenses of the government.
5 Responsibility for highway capital construction was transferred to the BC Transportation Financing Authority in 1993/94.

Expense for prior years was decreased due to a change in recognition of silviculture liabilities arising under the Small Business
Forest Enterprise Program. Silviculture costs were previously expensed as incurred but are now accrued when the liability
occurs. Expense was reduced by $16 million-2001/02, $4.5 million-2000/01, $2.2 million-1999/00, and $5.9 million-1998/99.

" Includes restructuring exit costs (2002/03 - $188 million, 2001/02 - $161 million).
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Table A2.25 Historical Provincial Debt Summary '

Taxpayer-Supported Debt Total Taxpayer-
Provincial Education Health Total Debt Supported

Government Facilities  Facilities ~ Highways, Taxpayer- Self- Total asa Debt as a

Direct Capital Capital Ferries and Supported Supported Provincial Per Cent Per Cent

Year Operating Financing Financing Public Transit Other 2 Debt Debt ® Debt of GDP of GDP

(millions) (per cent)

1969/70 ......... - 338 42 142 100 622 1,661 2,283 24.7 6.7
1970/71 ......... - 362 64 172 99 697 1,808 2,505 25.6 71
1971/72 ......... - 380 85 233 95 793 1,948 2,741 249 7.2
1972/73 ......... - 408 105 288 87 888 2,062 2,950 23.8 7.2
1973/74 ......... - 425 117 340 145 1,027 2,228 3,255 211 6.7
1974/75 ......... - 485 133 386 149 1,153 2,650 3,803 21.3 6.5
1975/76 ......... - 557 178 544 145 1,424 3,144 4,568 231 7.2
1976/77 ......... 261 658 236 649 188 1,992 3,787 5,779 24.4 8.4
1977/78 ......... 261 710 291 656 215 2,133 4,464 6,597 249 8.1
1978/79 ......... 261 778 334 653 91 2,117 4,838 6,955 23.3 71
1979/80 ......... 235 836 401 730 195 2,397 5,704 8,101 23.3 6.9
1980/81 ......... 209 919 461 729 270 2,588 5,956 8,544 21.6 6.5
1981/82 ......... 183 1,067 561 844 291 2,946 7,227 10,173 22.7 6.6
1982/83 ......... 883 1,204 660 1,024 894 4,665 7,692 12,357 27.4 104
1983/84 ......... 1,596 1,321 712 1,392 1,174 6,195 8,440 14,635 30.8 13.0
1984/85 ......... 2,476 1,308 717 691 1,276 6,468 9,082 15,550 31.2 13.0
1985/86 ......... 3,197 1,276 680 1,034 1,376 7,563 8,990 16,553 30.9 141
1986/87 ......... 4,802 1,268 681 1,097 812 8,660 8,485 17,145 30.3 15.3
1987/88 ......... 5,017 1,278 716 1,192 660 8,863 8,149 17,012 27.2 14.2
1988/89 ......... 4,919 1,322 763 1,213 842 9,059 7,396 16,455 23.7 131
1989/90 ......... 4,209 1,367 837 1,244 1,262 8,919 7,340 16,259 21.5 11.8
1990/91 ......... 4,726 1,565 959 1,287 1,281 9,818 7,444 17,262 21.8 12.4
1991/92 ......... 6,611 1,939 1,040 1,527 1,431 12,548 7,493 20,041 24.5 15.3
1992/93 ......... 8,969 2,426 1,141 1,719 1,641 15,896 7,526 23,422 26.8 18.2
1993/94 ......... 10,257 3,054 1,181 1,862 1,627 17,981 7,946 25,927 27.6 19.1
1994/95 ......... 10,181 3,631 1,318 2,158 1,749 19,037 8,013 27,050 26.9 18.9
1995/96 ......... 10,237 3,990 1,399 2,598 1,695 19,919 8,847 28,766 27.2 18.9
1996/97 ......... 11,030 4,230 1,431 3,144 1,440 21,275 8,096 29,371 27.0 19.5
1997/98 ......... 11,488 4,352 1,417 3,463 1,431 22,151 8,204 30,355 26.5 19.4
1998/99 ......... 12,217 4,597 1,282 3,641 1,467 23,204 9,057 32,261 27.9 201
1999/2000 ...... 13,859 4,978 1,451 3,487 1,406 25,181 9,297 34,478 28.6 20.9
2000/01 ......... 12,113 5,263 1,780 4,191 1,651 24,998 8,882 33,880 26.2 19.3
2001/02 ......... 13,789 5,517 1,920 4,639 1,312 27177 8,741 35,918 27.4 20.8
2002/03 ......... 15,453 5,793 2,004 4,786 1,024 29,060 7,497 36,557 27.2 21.6

o ENIS) N

=)

©

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.
Includes BC Buildings, BC Housing Management Commission, Provincial Rental Housing Corporation and other taxpayer-supported Crown corporations
and agencies. Also includes loan guarantees to agricultural producers, guarantees issued under economic development assistance programs

and loan guarantee provisions.

Includes commercial Crown corporations and agencies and, beginning in 1995/96, funds held under the province's warehouse borrowing program.

Prior to 1984/85 debt outstanding for BC Rail was classified as taxpayer-supported debt. Beginning in 1984/85 the company was considered to be

a commercial operation.

Prior to the establishment of the BC Transportation Financing Authority in the spring of 1993, capital financing for highways was provided through
provincial government direct operating debt.
Effective March 31, 2000, the provincial government assumed responsibility for fiscal agency loans of BC Ferries ($1,080 million) and
580440 British Columbia Ltd. (Vancouver Trade and Convention Centre) ($70 million).
Based on a revised outlook for world pulp prices and its potential impact on the finances of 552513 British Columbia Ltd. (Skeena Cellulose Inc.),
the company's debt was reclassified from self-supported to taxpayer-supported in 2000/01. As the province is not the sole shareholder of

Skeena Cellulose Inc., a portion of this debt was attributed to the minority shareholder.

In March 2002, Skeena Cellulose debt was assumed by the provincial government ($260 million) and by the minority shareholder ($94 million)
in preparation for returning Skeena Cellulose Inc. to the private sector.
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Table A2.26 Provincial Taxes (as of July 2003)

Type and
Statute Reference

Tax Base

Tax Rate

Characteristics and Exemptions

Income —
Income Tax Act

Taxable Income
(1) Corporate.

(2) Personal.

13.5% of taxable income
(small business rate: 4.5%).

Tax rates of 6.05%, 9.15%,
11.7%, 13.7% and 14.7%
corresponding to tax brackets
of up to $31,653, $31,653to
$63,308, $63,308 to $72,685,
$72,685 to $88,260 and over
$88,260.

Both personal and corporate taxes are administered by the
Canada Customs and Revenue Agency under an
agreement between the province and the federal
government.

Corporate tax credits include the scientific research and
experimental development tax credit, book publishing tax
credit and the film tax credit. In addition, the political
contributions tax credit, royalty tax credit, the mining
exploration tax credit, logging tax credit and venture
capital tax credits are available to both individuals and
corporations.

Under the tax on income system, BC provides a set of
non-refundable credits equivalent to all federal non-
refundable credits.

BC Family Bonus and BC Earned Income Benefit are
combined with the federal government’s Canada Child
Tax Benefit in a single monthly payment to families. Tax
credits for claims against personal income taxes include
the refundable sales tax credit, mining flow-through share
tax credit and employee venture capital tax credits.

Capital — Net BC paid-up capital. Banks, trust companies and Associated groups of corporations with net paid-up
Corporation credit unions with net paid-up | capital of less than $10 million are exempt from the tax.
Capital Tax Act capital: greater than $1 Family farm, cooperative, non-profit and other specified
billion — 3%; $1 billion or corporations are also exempt. The tax rate is phased in for
less or headquartered in corporations with net British Columbia paid-up capital
British Columbia 1%. between $10 million and $10.25 million. There is a
special flat fee for corporations above the exemption
threshold but with net paid-up capital allocated to British
Columbia below the threshold.
Real Property Fair market value of property 1% on the first $200,000 of Exemptions include: transfers of principal residences,
Transfers — or interest in property value transferred and 2% on recreational residences and family farms to related
Property transferred. amounts in excess of individuals; transfers of property between spouses

Transfer Tax Act

$200,000.

pursuant to written separation agreements or court orders;
transfers of property to local governments, registered
charities and educational institutions; transfers of property
to veterans under the Veterans' Land Act (Canada);
transfers of land to be protected, preserved, conserved or
kept in a natural state; and transfers of leases less than 31
years in duration. A number of technical exemptions are
also provided. Eligible first time home-buyers are exempt
from tax on transfers of eligible properties.

Retail Sales —
Social Service

Purchase and lease price of
tangible personal property,

General rate is 7.5%.
Liquor 10%.

Collected through vendors and lessors registered under
the act and paid by purchasers and lessees. The

Tax Act repair labour and legal Passenger vehicles: exemptions generally fall into four categories: (1) items
services. under $47,000 — 7.5%; considered to be basic necessities of life such as food and
$47,000 to $48,000 — 8%; prescription and non-prescription drugs; (2) specified
$48,000 to $49,000 — 9%; inputs for certain sectors to enhance competitiveness such
over $49,000 — 10%. as the exemption for machinery and equipment used in
manufacturing and in the natural resource industries and
the exemption of specified equipment used by bona fide
farmers, fishers and aquaculturists; (3) safety-related
equipment designed to be worn by a worker, such as high-
visibility vests and steel-toed boots, and specitied general
safety equipment such as life jackets;
(4) energy conservation materials and equipment such as
insulation material for buildings, and eligible wind, solar
and micro-hydro equipment.
Accommodation Purchase price of 8%. Eligible local Exemptions include accommodation rented for a period in
— Hotel Room accommodation. governments may apply to excess of two months; lodging provided in hospitals and
Tax Act have the province levy an nursing homes; lodging supplied to employees by

additional tax of up to 2% in
specified areas on their
behalf.

employers; lodging on ships or trains; hotel rooms not
used for accommodation; charges of $20 or less per day;
charitable institutions; trailer parks and campsites; cabins
without utilities and other amenities; and establishments
with accommodation for less than four tenants
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Table A2.26 Provincial Taxes (as of July 2003) — Continued

Tobacco —
Tobacco Tax Act

By cigarette, cigar retail price,
and weight on other tobacco
products.

16 cents per cigarette and
tobacco stick; 77% of retail
price on cigars to a maximum
tax of $5 per cigar; 16 cents
per gram of loose tobacco.

Motor Fuel —
Motor Fuel Tax
Act

Clear gasoline (unleaded
gasoline only).

Motive fuel.

Alternative Fuels.

Coloured fuel, marine diesel
fuel.

Locomotive fuel.
Jet and aviation fuel.

Natural gas used in stationary
engines.

Natural gas used in pipeline
compressors to transmit
marketable gas.

Natural gas used in pipeline
compressors to extract and
transmit raw gas from wells to
processing plants.

Natural gas used in
compressors to re-inject sour
gas into depleted wells.

14.5 cents per litre. Includes
6.75 cents per litre collected
on behalf of the BC
Transportation Financing
Authority. Of the tax
collected in the Greater
Vancouver Regional District,
5.5 cents is collected on
behalf of TransLink.

15.0 cents per litre. Includes
3.25 cents per litre collected
on behalf of the BC
Transportation Financing
Authority. Of the tax
collected in the Greater
Vancouver Regional District,
5.5 cents is collected on
behalf of TransLink.
Propane 2.7 cents per litre.

3 cents per litre.

3 cents per litre.
2 cents per litre.

7% of price if purchased. 1.1
cents per 810.32 litres if used
but not purchased.

1.9 cents per 810.32 litres.

Exempt

Exempt.

Tax generally applies to all fuels used in internal
combustion engines. Qualifying persons with disabilities
who own or lease a vehicle are entitled to refunds of
provincial tax paid up to an annual maximum of $400. In
the Vancouver Regional Transit service area the province
collects an additional 6 cents per litre tax on clear
gasoline and motive fuel on behalf of Translink to help
fund regional public and private transportation system
costs. In the Victoria Regional Transit service area the
province collects (collected on behalf of) an additional 2.5
cents per litre on behalf of BC Transit to help fund the
public transit system.

Tax applies to any fuel except unleaded gasoline, gasohol,
natural gas, propane and butane used in a motor vehicle.
Refunds of 0.5 cents per litre are available for motive fuel
used in private passenger vehicles.

Natural gas, 85% ethanol and methanol blends are exempt
from tax.

Fuels using PuriNOx additive technology to blend at least
15% water and diesel motor fuel is also exempt from
taxation until July 31, 2004.

Coloured fuel may only be used for specified primary
production and industrial uses. Bona fide farmers are
exempt from paying the tax when fuel is used for farming
purposes.

Tax applies to fuel specifically for use in locomotives.

Jet fuel tax applies to fuel produced specifically for use in
a turbine aircraft engine.

Aviation fuel tax applies to fuel produced specifically for
use in a non-turbine aircraft engine.

Tax applies to natural gas used in stationary engines other
than pipeline compressors.

Tax applies to natural gas used in a stationary engine at a
pipeline compressor station.

Marine bunker.

Marine gas oil.

Exempt

Exempt

Exemption applies to bunker fuel, or a combination of
bunker and other fuels used as fuel in a ship.

Exemption applies to marine gas oil when used in gas
turbine engines to propel passenger and cargo vessels.

2003 Financial and Economic Review — July 2003




Appendix 2 — Financial Review

85

Table A2.26 Provincial Taxes (as of July 2003) — Continued

Natural resources

Net income from logging in BC

10% (fully recoverable

Net income from logging after deducting non-forestry

— Logging Tax against federal and provincial | income and a processing allowance.
Act corporation and personal
income tax).
— Mineral Land | Assessed value of freehold Undesignated mineral land — | Rates of tax set on sliding scale, dependent on size and
Tax Act mineral land and production $1.25 to $4.94 per hectare. designation of land.

—Mineral Tax
Act

areas.

Cash flow from individual
metal and coal mines (other
than placer gold mines).

Volume of production of
limestone, dolomite, marble,
shale, clay, volcanic ash,
diatomaceous earth, sandstone,
quartzite and dimension stone.

Value of minerals sold by
placer gold mines.

Designated production areas
— $4.94 per hectare.

2% of net current proceeds
(NCP). 13% of net revenue
(NR).

$0.15 per tonne removed
from all quarries operated.

0.5% of value of minerals
sold.

Tax calculated on a mine-by-mine basis. NCP tax paid on
current operating cash flow until all current and capital
costs, plus any investment allowance, are recovered. NR
tax paid thereafter on cumulative cash flow. NCP tax
creditable against NR tax.

An operator may deduct 25,000 tonnes from the total
number of tonnes removed from all quarries operated by
that operator. However the amount deducted from any
one quarry by all operators of that quarry must not exceed
25,000 tonnes.

Insurance —
Insurance
Premium Tax Act

Direct premiums written.

4% for vehicle and general
insurance; 2% for life,
sickness, personal accident
and loss of salary and wages
insurance.

Exemptions — benefit societies; mutual corporations with
50% of income from farm or 100% from religious,
educational or charitable institutions; marine, except
pleasure craft; approved medical or hospitalization plans.

Real property —
Taxation (Rural
Area) Act

Assessed value of land and
improvements in rural areas
(outside municipalities).
Assessment determined under
the Assessment Act.

Rates are set annually. For
residential properties the rates
are set to increase average
residential rural taxes by the
rate of inflation. For 2003,
the rates are 0.05% for farms
and managed forest land;
0.103% for residential; 0.17%
for recreational property/non-
profit organizations; 0.37%
for light industry, business
and other property not
contained in any other class;
0.42% for utilities; 0.45% for
major industry and
unmanaged forest land.

Some exemptions apply under various statutes.

Residential
school tax —
School Act

Assessed value of residential
land and improvements.
Assessment determined under
the Assessment Act.

Rates are set annually to
increase average gross
residential taxes by the rate of
inflation. The rates vary by
school district. For 2003

rates range from about 0.24%
to 0.9%; weighted average
0.35%.

Basic rates are calculated using a formula to moderate
effects of varying average assessments on school district
taxes. School districts may levy additional tax if
authorized by local referendum. Amendments to the
School Act in 2002 allow the Minister of Finance to apply
different tax rates within a school district. Tofino is the
only municipality with a rate that differs from the rest of
the school district

Non-residential
school tax —
School Act

Assessed value of non-
residential land and
improvements. Assessment
determined under the
Assessment Act.

Rates are set annually. For
2003 the rates are 0.45% for
recreational property/non-
profit organizations; 0.23%
for managed forest land,
0.68% for farms; 0.99% for
light industry, business and
other property not contained
in any other class; 1.2% for
unmanaged forest land;
1.25% for major industry;
1.5% for utilities.

Some exemptions apply under various statutes.
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Table A2.27 Interprovincial Comparisons of Tax Rates - 2003
(Rates known as of June 30, 2003)1

Prince
British Saskat- New Nova Edward New-
Tax Columbia  Alberta chewan Manitoba  Ontario Quebec  Brunswick  Scotia Island  foundland
Corporation income tax
(per cent of taxable income)?
General Rate..................... 13.5 12.5 17.0 16.0 12.5 8.9/16.25 13.0 16.0 16.0 14.0
Manufacturing Rate............. 13.5 12.5 10.0 16.0 11.0 8.9 13.0 16.0 7.5 5.0
Small Business Rate........... 4.5 4.0 6.0 5.0 5.5 8.9 3.0 5.0 7.5 5.0
Small Business Threshold
($000S).....cvvneiiieieaieeaann, 300 400 300 320 320 n/a 400 200 200 200
Corporation Capital Tax (per cent)®
Non-financial..................... Nil Nil 0.6 0.3/0.5 0.3 0.6 0.3 0.25/0.5 Nil Nil
Financial........................... 1.0/3.0 Nil 0.7/3.25 3.0 .6/.72/.9 1.2 3.0 3.0 3.0 4.0
Health Care Monthly Premiums
Individual/family4 ................ $54/$108 $44/$88 Nil Nil Nil Nil Nil Nil Nil Nil
Payroll tax® (percent).............. Nil Nil Nil 2.15 1.95 4.26 Nil Nil Nil 2.0
Insurance premium tax
(percent)’.......cccoeveviinennn, 2.0-4.0 2030 3040 2030 20-35 2.0-3.0 2.0-3.0 3.0-4.0 3.5 4.0
Fuel tax (cents per litre)
Gasoline’........ccceveeveeeen. 14.5 9.0 15.0 11.5 14.7 19.2 10.7 15.5 14.0 16.5
Diesel......cocoviiiiiiiieens 15.0 9.0 15.0 10.9 14.3 20.2 13.7 15.4 13.5 16.5
Sales tax (per cent)®
Generalrate...................... 7.5 Nil 6.0 7.0 8.0 7.5 8.0 8.0 10.0 8.0
Liquor......coovveiiiie, 10.0 Nil 7.0 7.0 12.0 7.5 8.0 8.0 375 8.0
Meals........ccoovvviiiiiain. Nil Nil Nil 7.0 8.0 7.5 8.0 8.0 10.0 8.0
Accommodation®................ 8.0 5.0 6.0 7.0 5.0 7.5 8.0 8.0 10.0 8.0
Tobacco tax (dollars per
carton of 200 cigarettes)®........ $32.00 $32.00 $35.80 $33.20 $17.20 $18.10 $29.00 $30.60 $29.90 $34.90

' Personal income tax rates are not shown because they vary by income ranges determined by each province.

2 Alberta, Manitoba, Ontario and New Brunswick plan further reductions in their corporate income tax rates or increases in their
small business thresholds in future years. Quebec's rate on investment income is 16.25 per cent.

% The lower British Columbia rate applies to financial corporations corporations with net paid-up capital in excess of $10 million.
Ontario has a deduction of $5 million for all corporations; Manitoba has a $5 million exemption level and the higher rate
applies to corporations with taxable capital in excess of $10 million; Saskatchewan has a $10 million deduction with an additional
$5 million available to Saskatchewan-based companies. Large Saskatchewan resource corporations are assessed a surcharge
on the value of Saskatchewan resource sales. Ontario and Quebec have an additional surcharge or compensation tax on
financial institutions. Ontario has announced it intends to phase out its capital tax starting in 2004.

* British Columbia has a two-person rate of $96 per month. British Columbia and Alberta offer premium assistance in the form of
lower rates or an exemption from premiums for lower-income individuals and families.

% Manitoba, Ontario and Newfoundland provide payroll tax relief for small businesses.

® The lower rate applies to premiums for life, sickness and accident insurance; the higher rate applies to premiums for property
insurance. The rate on automobile insurance is 4 per cent in British Columbia and Saskatchewan, and 3 per cent in Ontario.
Sales tax applies to insurance premiums, except those related to individual life and health, in Ontario (8 per cent),
Newfoundland (12 per cent) and Quebec (9 per cent). The sales tax is 5 per cent for auto insurance in Quebec and Ontario.

7 Tax rate is for regular unleaded fuel used on highways. The British Columbia rate includes 3.25 cents per litre dedicated to the
BC Transportation Financing Authority, 1.25 cents per litre dedicated to the British Columbia Ferry Corporation and
five cents per litre dedicated to TransLink ,Vancouver's regional transportation authority. The rates do not include regional taxes.
The Quebec rate includes estimated sales tax.

8 The Quebec and Prince Edward Island tax rates are imposed on top of the federal goods and services tax.

® The British Columbia rate includes 1.65 percentage points which are imposed on behalf of Tourism British Columbia.

% Includes estimated provincial sales tax where applicable.
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Table A2.28 Summary of Major Tax Changes Announced in 2003

Income Tax Act
f  Enhanced regional incentives were added to the
corporate film tax credits.

f New digital animation or visual effects credits were
introduced for film productions. A new book
publishing tax credit was introduced effective
October 1, 2002.

f  The mining flow-through shate tax credit was extended
to match the extension of the federal credit.

f The BC Mining Exploration Tax Credit was extended
for three more years to August 2006.

Corporation Capital Tax Act
f  The corporation capital tax exemption threshold for

financial institutions was increased to $10 million from
$5 million effective April 1, 2003.

Social Service Tax Act

I  Effective February 19, 2003 the sales tax exemption for
machinery and equipment (M&E) used in
manufacturing, logging, mining and the energy sector
was extended to apply to contractors who purchase
M&E under fixed-price contracts to improve real
property for eligible customers.

f  Effective February 19, 2003, the exemption for
machinery and equipment used in the forest industry
was expanded to include boom boats.

I  Effective February 19, 2003 the Act was amended to
treat aggregate producers the same as mineral producers
for provincial sales tax purposes. This allows aggregate
producets to qualify for the exemption for purchases of
explosive supplies.

I  Effective February 19, 2003 the list of items that can be
purchased exempt by bona fide farmers was expanded
to include hanging gutters and shade curtains and the
exemption for aquaculturists was expanded to include
closed bag containment systems and water pumps used
to fill or empty fish enclosures. Effective
February 19, 2003 parts delivery vehicles used by motor
vehicle dealers were made eligible to be taxed under the
"dealer use formulas".

{  Effective February 19, 2003, the Act was amended to
clarify that agricultural feeds and seeds are taxable when
used to feed wild birds, pet birds and other household
pets.

School Act

{1 For 2003, the province announced a new policy that in
2003 and future years average gross residential school
taxes would increase by the rate of inflation. In 2003 the
increase is 2.5 per cent. As usual, the province adjusted
school property tax rates in response to changes in
average assessed values in each school district. Some
homeowners will experience an increase in their school
taxes that exceeds 2.5 per cent, while others will have
offsetting reductions.

{1 For each of the eight non-residential property classes, a
single, province-wide rate is set. Non-residential school
tax rates are unchanged from last year. Individual
property tax bills for non-residential property owners
may rise or fall depending on changes in assessment.

Taxation (Rural Area) Act

{1 The province announced a new policy that in 2003 and
future years average gross residential rural area taxes
would increase by the rate of inflation. In 2003 the
increase is 2.5 per cent. The residential tax rate was
reduced to 0.103 per cent. Assessments on existing
properties, on average, were up 3.8 per cent.
Non-residential rates were not changed from last year.

Motor Fuel Tax Act

1  Effective March 1, 2003 the tax rate on clear gasoline
and clear diesel fuel raised by the BC Transportation
Financing Authority was increased by 3.5 cents per litre
to 6.75 cents per litre. The tax rate for auto propane
was increased to 2.7 cents per litre from 2.1 cents in
order to maintain the 25 per cent relationship with clear
gasoline.

{1 Effective April 1, 2003, the 1.25 cent per litre clear
motor fuel tax formerly paid to the BC Ferry
Corporation was redirected to the consolidated revenue
fund.

{1 Effective February 19, 2003, a tax exemption was
provided for marine gas oil when the fuel is used in gas
turbine engines to propel passenger or cargo vessels.

{1 Effective April 1, 2003, the portion of tax on clear
gasoline and diesel fuel transferred to TransLink was
increased by 0.5 cents per litre.

Tobacco Tax Act

1 As of February 19, 2003, the tax rate on cigarettes was
increased to $32 from $30 per carton of 200 cigarettes
and the tax rate on fine-cut tobacco was increased to
16 cents from 15 cents per gram.

Horse Racing Tax Act

{1 The Act was repealed, effective April 1, 2003, and the
authority to collect revenue from wagering on horse
racing was transferred to the BC Lottery Corporation.
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Appendix 3 — Constitutional Framework

Constitutional Framework

The structure of the British Columbia government is based on British
parliamentary tradition and precedent. Prior to 1866, BC was composed of two
British-controlled Crown colonies, one on Vancouver Island and a second on
the mainland. In 1866, the Union Proclamation joined these two colonies to
form the Crown Colony of British Columbia, and on July 20, 1871, BC entered
into Confederation with Canada. Although the Colony of Vancouver Island had
a parliamentary form of government as far back as 1850, the first fully elected
government was not instituted in BC until the autumn after Confederation
with Canada. Responsible government was achieved in late 1872, when the
Lieutenant Governor acquiesced to an executive council that was responsible
to the legislative assembly.

Upon entering Confederation, BC came under the authority of the British
North America Act, 1867 (BNA Act), a statute of the British parliament. Until
1982, the BNA Act defined the major national institutions and established the
division of authority between the federal and provincial governments. In 1982,
the BNA Act was renamed the Constitution Act, 1867 and its amendments
were incorporated into the Constitution Act, 1982. The Constitution Act,
1982, which also includes the Canadian Charter of Rights and Freedoms,

is companion legislation to the Canada Act, 1982. With the passage of the
Canada Act, 1982, the British Parliament ended its legal right to legislate for
Canada. Canada, as a federal state, divides legislative powers between the
federal and provincial governments.

Provincial Government

Legislature

Executive

BC’s government is modeled after the British system. Functionally there are
three main branches: the legislature, the executive and the judiciary.

Legislative powers in British Columbia are exercised by a single legislative
chamber, which is elected for a term of up to five years. The legislature
consists of the Lieutenant Governor and 79 elected members of the legislative
assembly. The legislative assembly represents the people of BC in the conduct
of the province’s affairs. The assembly is required by law to meet at least once
a year with a normal session lasting several months. However, special sessions
can last just a few days or many months, depending on the nature of the
government’s business.

The Legislature operates on a fixed schedule — the second Tuesday in
February each year is reserved for the Throne Speech and the third Tuesday in
February each year is reserved for the Budget Speech.

The executive is composed of the Lieutenant Governor and the executive
council. The Lieutenant Governor is the Queen’s representative in British
Columbia and holds a largely ceremonial place in modern provincial
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Judiciary

government. By constitutional custom, the Lieutenant Governor is appointed
by the Governor General of Canada for a term usually lasting five years.

The Lieutenant Governor, on the advice of the premier, appoints members of
the executive council and is guided by the executive council’s advice as long
as it holds the confidence of the legislative assembly. Following a general
election, the Lieutenant Governor calls upon the leader of the political party
with the largest number of elected members to serve as premier and to form
the provincial government.

The Lieutenant Governor, on recommendation of the premier, convenes,
prorogues and dissolves the legislative assembly and gives Royal Assent to all
measures and bills passed by the assembly before they become law.

The executive council, or cabinet, is headed by the premier and is composed
of selected members of the ruling party. Ministers are the head of government
ministries, and are usually members of cabinet.

Cabinet determines government policy and is held responsible by the
legislative assembly for the operation of the provincial government. Deputy
ministers are the chief operating officers of ministries and are appointed by
cabinet. Deputy ministers are responsible for carrying out government policies
and for managing the work of their ministries.

The judiciary performs functions that are central to the orderly operation of
society. Judges hear and give judgment in criminal prosecutions and in actions
arising from disputes between private citizens or between the government
and private citizens. Judges apply both judge-made law, known as “common
law,” and laws made by the Parliament of Canada and provincial legislatures.
The judiciary is increasingly called on to determine whether laws passed by
governments conform to the values expressed in the Canadian Charter of
Rights and Freedoms.

BC’s judicial system is made up of the Provincial Court of British Columbia,
the Supreme Court of British Columbia and the Court of Appeal of British
Columbia. The Provincial Court includes Small Claims, Adult Criminal, Youth
and Family divisions. The provincial government appoints Provincial Court
judges, and the federal government appoints Court of Appeal and Supreme
Court judges.

The federal judicial system includes the Tax Court of Canada, the Federal
Court of Canada (Appeals division and Trial division) and the Supreme

Court of Canada. The Federal Court of Canada hears cases in limited areas

of exclusively federal jurisdiction, for example, reviewing decisions made by
federal tribunals such as the Canada Labour Relations Board. The Supreme
Court of Canada is the court of final resort and hears selected appeals from the
Federal Court of Appeal and provincial Courts of Appeal.
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Provincial Government Jurisdiction

Under Canada’s constitutional framework, BC has ownership and jurisdiction
over natural resources and is responsible for education, health and social
services, municipal institutions, property and civil rights, the administration of
justice and other matters of purely provincial or local concern.
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