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PART 1 | UPDATED 2020/21 FINANCIAL FORECAST

Introduction

Table 1.1 2020/21 Forecast Update

First
Budget Quarterly

($ millions) 2020 Report Change

REVENUE ... 60,585 56,013 (4,572)

EXDENSE ..ot eeeee e (60,058)  (67,805) (7,747)

Forecast alloWanCe ...............oeeiiuueeeeiiee e (300) (1,000) (700)
Surplus (deficit) .......ccevviiiiie 227 (12,792) (13,019)
Capital Spending:

Taxpayer-supported capital spending .............ccooocveiiiiiiinnininnnne. 7,126 7,015 (111)

Self-supported capital SPending ..............ccocoeeriiiiiiiiniiieeee 3,409 3,372 (37

10,535 10,387 (148)

Provincial Debt:

Taxpayer-supported debt ..o 49,202 59,802 10,600

Self-supported debt ..........coooiiii 26,890 27,068 178

Total debt (including forecast allowance) ............................... 76,392 87,870 11,478
Taxpayer-supported debtto GDP ratio .............................ooooooi. 15.5% 20.8% 5.3%
Taxpayer-supported debt to revenueratio ................................. 84.1% 110.6% 26.5%

In response to the major changes resulting from the COVID-19 pandemic, on

July 14, 2020 the B.C. Ministry of Finance released an economic and fiscal update.

An overview of the difference between the July 14 fiscal scenario and the First Quarterly
Report is provided on page 17.

Consistent with previous years, the First Quarterly Report presents changes to forecasts
from Budget 2020. Due to the high degree of uncertainty regarding the depth and
duration of the economic downturn caused by the pandemic and the path of recovery,
the First Quarterly Report presents a forecast update for the current fiscal year only.

The fiscal forecast for 2020/21 in this First Quarterly Report reflects the unprecedented
impacts of the COVID-19 pandemic on almost all of the province’s revenue streams, and
the additional expenses for the response measures implemented to support critical health
and social services, provide immediate financial relief to individuals and businesses,

and to help boost economic recovery. Compared to Budger 2020, revenue forecasts are
lower by $4.6 billion and expenses are higher by $7.7 billion. The provincial operating
deficit projection is $12.8 billion, after incorporating an increased forecast allowance

of $1.0 billion to reflect the heightened level of uncertainty over the remainder of the
year. Details of the revenue and expense forecast changes from Budger 2020 are shown in

Table 1.2.

The updated forecast includes $2.4 billion of federal government funding related to
supporting British Columbians impacted by the COVID-19 pandemic. The forecast does
not include the recently announced federal government funding of $2.0 billion to help
provinces and territories open schools safely. B.C.’s share of this funding is estimated to
be $242 million, provided in two instalments: the first in the fall and the second in early
2021. At this time, it is not certain how much of the second instalment will be spent in
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UprpATED 2020/21 FINANCIAL FORECAST

fiscal 2020/21 versus during the school year, but after March 31, 2021. It is expected that
this funding also represents additional spending with no impact to the operating deficit.
The fiscal update in the Second Quarterly Report will incorporate this additional federal
government support for reopening schools safely as more detailed provincial spending
plans are developed.

Projected taxpayer-supported capital spending in 2020/21 is $7.015 billion, which is
$111 million lower than forecast in Budger 2020, mainly due to timing of projects in the
transportation sector. The self-supported capital spending forecast is $37 million lower
than at Budget 2020.

As a result of lower revenue and increased spending forecasts, taxpayer-supported debt at
the end of 2020/21 is forecast at $59.8 billion, an increase of $10.6 billion compared to
the Budger 2020 forecast. Self-supported debt is forecast to be $178 million higher at the
end of 2020/21.

Chart 1.1 2020/21 Surplus (Deficit) — Major Changes from Budget 2020

Decline of $13.0 billion resulting in a $12.8 billion deficit

$ millions
227
(4,752)
(933)
(244) (997 | |
et _(997) | 5354 -
(5,000)
(1620) (500) 62)
——- —___(700)
. (12792)
Budget Lower Lower Lower Higher Lower Pandemic Federal- Climate Statutory Forecast First
2020 taxation natural fees and federal commercial Response & Provincial Action and Other allowance Quarterly
revenue resource miscellaneous gov't Crown net Economic Cost-Share Tax Credit expense Report
revenue revenue transfers income Recovery Safe Restart Enhancement changes
Agreement
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UprpATED 2020/21 FINANCIAL FORECAST

Table 1.2 2020/21 Financial Forecast Changes

($ millions)

2020/21 surplus at Budget 2020 (February 18, 2020) ..............cccoieiuiiieiiiiieetieee et eee e e st e steereeaesssesseesseesseeseessesssesseesaeenes 227
Revenue changes:
Personal income tax — mainly expected decline in 2020 household INCOME ..o (978)
Corporate income tax — mainly decrease in instalments, reflecting a lower federal government outlook
for 2020 national corporate taxable INCOME ...........oiiiiiiii et et et e et e b e e saeeesaeeesnbeeebeeareaanns (1,144)
Provincial sales tax — lower retail sales and consumer eXpenditures .............cooiiiiiiiiiiie e (1,024)
Property taxes — mainly reflecting tax relief provided to commercial property owners and lower speculation and
A= (2= L LoV = OO OO OU U POURRRTOT (694)
Property transfer tax — lower year-to-date sales in the housing SECIOr ..ot (315)
Fuel and carbon taxes — lower volume sales in all fuel types and delay of the carbon tax rate increase
from April 1, 2020 t0 ADFil 1, 2027 ... oottt ettt e et e n et e e et een e ne e Rt e e e eneenne e et enteeneeeneenreenneennenn (469)
Employer health tax — mainly expected decline in employee compensation ...........cccccciiiiiiiiieiiieiiie e (148)
Other taxation sources — impacts of 2019/20 Public Accounts and year-to-date results ....................coooiiiiiiiiiis 20
Natural gas royalties — lower production volumes, decrease in natural gas liquids royalties, partly offset by
decreased utilization of royalty and infrastructure programs/credits and higher natural gas prices ...........cccccevieirieeenn (113)
Mining — lower coal prices and production and higher COStS ............coviiiiiiiiiiiiiie e (84)
Electricity sales under the Columbia River Treaty — lower Mid-C electricity prices ..........cccccceevieeeienannnn. (34)
Forests — higher stumpage rates partly offset by lower logging tax revenue and lower harvest volumes ..............c.cc....... 30
Other natural resources — lower petroleum prices and production volumes, and decreased revenue from water rentals .. (43)
Post-secondary INSHEULION FEES ... ..ottt et e e et e bt e e enb e e sabeeemteeenseeebeeeneeeneas (355)
K=12 SChOOI QISEFCE FEES ... ittt ettt ettt et et e e e hee e ea et e eae e e ehee e beeaseeeeabeeenseeanseeaneeeaneeaaneaean (130)
Other fees — mainly lower BC Transit fees and international student health fees .............cocciiiiiiiiiiiiie (63)
Investment earnings — mainly decreased recoveries relating to fiscal agency 10ans ..........c.ccccocviiiiiniieiiieni e (36)
Miscellaneous revenue — mainly lower sales in post-secondary institutions and B.C. Pavilion Corporation,
and reduced MOtOr VENICIE FINES .........iiiiiiiii ettt ettt eae e sae e e abn e e sar e nreeeaees (413)
COVID-19 related federal government funding .. 2,376
Other federal government transfers — mainly lower B.C.’s share of federal excise tax revenue on cannabis . . (22)
Commercial Crown corporation net income — mainly due to closures of casinos during the pandemic ............c.cccccueevnee. (933)
Total FEVENUE CRANGES .........oooi it (BiDT2)
Less: expense increases (decreases):
Consolidated Revenue Fund changes:
COVID-19 Contingencies - Vote 52: Pandemic Response and Economic Recovery .............ccocoiiiiiiiiiiiiiniiiiinanne. 5,000
Federal-Provincial cost-shared investments under the Safe Restart Agreement:
Provincial portion (COVID-19 ContingenCies - VOte 53) ......iuiuiiiiiiiii e 810
[0 =Y = oo o (o o T 810
Statutory spending:
Fire management costs ...... 76
Emergency Program Act 94
Signed agreements under the Sustainable Services Negotiating Mandate ..................cccocooeiiiiiiiieiiieiieeiee e 310
COVID-19 temMpPOrary PANAEMIC PAY ......eeeiueieiieeiiieaieeeateeeateeeaseeabeeaateeaaseeaaseeaaaseeanseeaabeeaabeeasseeansesnseeanseeaaneeeaneeannnes 425
Housing Priority Initiatives Special Account — purchase of hotels to house decamped homeless populations ....... 111
Sustainable ENVIFONMENT FUNG .........ooiii ettt ettt sb ettt enaees 14
Refundable tax credits — mainly due to the one-time enhancement of the Climate Action Tax Credit ...................... 414
OFher @XPENSE CNANGES ......eeiuiiiiiieii ittt ettt ettt a e h e bttt e bt st eat e ehe e eh e e bt e bt ea b e bt enteeebeebe e naeenbeenbeente et e naes (25)
Management of PUDIIC AED (NEL) .........ooi ittt et et et e e e sree e 83
Changes in spending profile of service delivery agencies:
1ot aToTo] I 151 14 o] - T OO SO PP PP PP 152
L LT = ] 1= PSPPSR (61)
(070 1=To [PPSO RTRPPPRN (23)
Health authorities and hoSPItal SOCIELIES ...........cccuiiiiiiiiie e e e e e e e et e e e st e e e e e steeeeesnsneeeens 229
Other SErviCe dElIVEIY AgENCIES ' .....ccuiiieieiieieeie ettt e e e st e e e e e seeeaeesteesaeenteeseeaneeeseesaeesseenseeneeenseaneesneenseeseensenn 609
(Increase) decrease in transfers to service delivery agencies (€limination) ..................coooiiiiiiiiieiee e (1,281)
Total @XPENSE CRANGES ... .. i e 1,747
LS THL <o - 1 SRR RR (12,319)
(Increase) / Reduction in fOreCast @lIOWANCE ................cccuuuuree e ee e ee e er et e e e e e et e e e e e et e e e e e e e eeee e e e e, 700
TOtal CRANGES ..ottt bttt e e e e ettt e e e e e e e nnntnaeeeaessennnnnaeeeessenrnnnnaeeeseennnnnns _(18,019)
2020/21 deficit at the First QUArterly REPOIT .......................uiiii i e e, (12,792)

1 Includes BC Transportation Financing Authority, BC Transit, BC Housing Management Commission, Community Living BC, and other entities.
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UprpATED 2020/21 FINANCIAL FORECAST

Revenue

Revenue for 2020/21 is forecast to be $56.0 billion — $4.572 billion lower than the
projection in Budget 2020. The decrease reflects lower revenue from taxation sources,
natural resources, fees, investment earnings, miscellaneous sources and commercial
Crown corporation net income, which are partly offset by increases in federal
government contributions.

Chart 1.2 Revenue Changes from Budget 2020

Total revenue decreases by $4.6 billion

$ millions

60,585
(2,122)
(1,024)
(1 ,009) 597 T
ﬁ (244) (933) | 56,013
- _ 2,354
(997)
Budget Income Sales Property Other Natural Fees, Federal Commercial First
2020 taxes taxes taxes taxes resources investment gov't Crown Quarterly
earnings, and transfers net income Report

miscellaneous

Detailed revenue projections are disclosed in Table 1.7, and key assumptions and
sensitivities relating to revenue are provided in Table 1.14. An analysis on historical
volatility of major economic drivers can be found in the 2020 B.C. Financial and
Economic Review (pages 16-17). For 2020/21, the major changes from the Budger 2020
forecast include the following:

Income Tax Revenue

Personal income tax revenue is down $978 million mainly due to the impacts of the
COVID-19 pandemic on the revised outlook for employment and household income.
For the 2020 calendar year, employment is projected to decline 7.8 per cent annually and
household income is forecast to decline 3.3 per cent from 2019, compared to the budget
assumptions of 1.0 per cent and 3.8 per cent growth, respectively.

Corporate income tax revenue is down $1,144 million mainly due to decreased advance
instalments reflecting a lower federal government forecast for 2020 national corporate
taxable income and corporate profits.

Employer health tax is down $148 million reflecting expected declines in employer
payrolls (forecast uses employee compensation as a proxy). Due to the impacts of the
COVID-19 pandemic, employee compensation is now projected to decline 6.4 per cent
annually compared to the budget assumption of 4.0 per cent growth.

6 | FirsT QUARTERLY REPORT 2020/21



UprpATED 2020/21 FINANCIAL FORECAST

Other Tax Revenue

Provincial sales tax revenue is down $1,024 million due to the effects of lower 2019/20
results compared to the forecast in the 7hird Quarterly Report, the impacts of lower
retail sales and consumer expenditures in 2020 and the delay of the Budger 2020
measures until April 1, 2021 as part of the government response to the global pandemic.
The delayed measures are the elimination of exemptions for certain beverages and the
expansion of registration requirements on sales of software and telecommunication
services. The strategies taken to help limit the spread of the coronavirus outbreak
including social distancing and restrictions in sectors of the economy contributed to
reduced consumer purchases of taxable items and sales tax revenue.

Property tax revenue is down $694 million mainly due to lower revenues from
non-residential school taxes and the speculation and vacancy tax. Lower non-residential
school tax revenue mainly reflects the reductions in school property tax rates for
commercial properties by an average of 25 per cent in the 2020 calendar year as part of
government’s response to the COVID-19 pandemic. The outlook also includes a revised
forecast of $80 million for the speculation and vacancy tax, down $105 million from
budget, reflecting lower 2019/20 results.

Fuel and carbon tax revenues are down $469 million due to lower year-to-date

volume sales across all fuel types as well as the delay of the carbon tax rate increase to
April 1, 2021 as part of the government response to the global pandemic. The updated
forecast assumes that the carbon tax rate remains at $40/tonne carbon dioxide equivalent
emissions for the 2020/21 fiscal year. Carbon tax revenue is now projected to be

$394 million lower than budget.

Property transfer tax revenue is down $315 million due to slower activity in the housing
market. The revised outlook of $1,271 million includes the 20 per cent foreign buyers’
tax revenue, forecast at $109 million (down from $123 million estimated at budget).

Other taxation revenues are up $20 million due to the effects of 2019/20 actual results
and year-to-date activity. Insurance premium tax revenue is forecast to be up $45 million,
partly offset by a $25 million reduction in the tobacco tax revenue projection.

Natural Resources Revenue

Revenue from natural gas royalties is down $113 million mainly due to lower natural
gas production volumes and decreased royalties from the natural gas liquids, partially
offset by decreased utilization of royalty program credits and an increase in the natural
gas price outlook. The updated natural gas price forecast is $0.86 ($Cdn/gigajoule,
plant inlet), up from the Budger 2020 outlook ($0.62). Since the prices for natural gas
liquids (e.g. pentane and condensate) are more closely aligned to oil rather than natural
gas, the lower byproduct royalties from these commodities reflect the expected decline
in oil prices, now forecast to be $37.40 US/barrel in 2020/21, down 39 per cent from
the budget outlook.

Revenue from coal, metals, minerals and other mining-related sources is down
$84 million mainly reflecting the negative effects of the COVID-19 pandemic on
global prices, demand for mineral products and higher mining-related costs.

FirsT QUARTERLY REPORT 2020/21 | 7



UprpATED 2020/21 FINANCIAL FORECAST

Revenue from electricity sales under the Columbia River Treaty is down $34 million
due to lower Mid-C electricity prices mainly reflecting a reduction in demand related to
COVID-19 and cooler June temperatures.

Forest revenue is up $30 million mainly due to higher timber tenures revenue reflecting
improved lumber prices, partly offset by decreased revenues from logging tax due to
higher refunds related to prior years and a reduction in logging activities. Due to the
impacts of temporary, indefinite and permanent mill curtailments as well as the effects
of COVID-19, the updated forecast for harvest volumes is 44 million cubic metres
compared to 46 million cubic metres in Budger 2020. The effects of reduced Crown
harvest volumes are offset by higher than expected stumpage rates. Lumber prices are
a component of stumpage rate calculations with stumpage rates expected to increase
as lumber prices rise. Lumber prices for Spruce-Pine-Fir 2x4 reached a record high of
$940 US/thousand board feet on August 28, 2020 following eleven weeks of strong
price increases.

Revenue from other natural resources is down $43 million. Revenue from petroleum
royalties is down $26 million due to lower petroleum prices, mainly reflecting a decline
in demand resulting from reduced global travel during the COVID-19 pandemic,

and lower oil production. Other natural resource revenues are expected to be down

$17 million mainly due to reduced water rentals collected under the Wazer Sustainabiliry
Act and lower Oil and Gas Commission fees.

Other Taxpayer-supported Revenue

Other taxpayer-supported revenue consists of revenue from fees, licences, investment
earnings and miscellaneous sources. These revenue sources are now expected to total

$8.7 billion, down $997 million from budget. The updated forecast for fee revenues
totals $4.1 billion, down $548 million from budget mainly due to lower projections for
post-secondary institutions, K-12 school districts, BC Transit and international student
health fees. The revised forecast for investment earnings is $1.2 billion, down $36 million
from budget mainly due to lower interest related to Fiscal Agency Loans. This lower vote
recovery revenue has an equal and offsetting expense decrease. The miscellaneous revenue
outlook of $3.4 billion is $413 million below budget mainly due to lower sales of goods
and services in post-secondary institutions, B.C. Pavilion Corporation and reduced
motor vehicle fines.

Federal Government Transfers

Federal government contributions are expected to be up $2,354 million mainly due

to COVID-19 pandemic relief funding. COVID-19 related contributions totaling
$2,376 million will be used in support of the Safe Restart Agreement ($1,963 million),
the COVID-19 Essential Workers Support Fund ($371 million), and the Financial
Assistance Agreement to Support Closure and Restoration of Oil and Gas Sites in
British Columbia ($42 million). This increase is partly offset by B.C.’s share of lower
federal excise tax revenue on cannabis reflecting fewer than expected licenced retail
establishments.
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UprpATED 2020/21 FINANCIAL FORECAST

Commercial Crown Corporations

The outlook for commercial Crown corporation net income is $933 million lower from
Budget 2020 projections, as follows:

BC Lottery Corporation’s net income forecast is lower by $894 million due to the closure
of casinos as part of the COVID-19 pandemic protective measures.

BC Liquor Distribution Branch’s net income is down $42 million due to the closure
of restaurants and other establishments as well as the implementation of a temporary
wholesale pricing model for liquor licensees.

The forecast for ICBC results remains unchanged from budget as potential savings from
fewer accidents in the first quarter may be offset by increased risk and uncertainty for the
remainder of the year.

The forecast for BC Hydro results is unchanged from budget at this time. The impacts of
COVID-19 relief measures and electricity demand reductions will be deferred into the
corporation’s regulatory accounts and will not impact net income. While those are likely
the greatest impacts of COVID-19 on BC Hydro, operating cost pressures (including
those related to COVID-19) may impact BC Hydro’s net income forecast in future
quarters.
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UprpATED 2020/21 FINANCIAL FORECAST

Expense

The First Quarterly Report expense forecast for 2020/21 is $7.747 billion higher than
Budger 2020 mainly due to spending related to the COVID-19 pandemic, authorized
through supplementary estimates and statutory appropriations.

Chart 1.3 Expense Changes from Budget 2020
Total expense increases by $7.7 billion

$ millions
267 (375)
425 --- [ 67,805
310 [ ] =
500 g ==
i |
1,620
5,000
60,058
Budget Pandemic Federal- Enh y COVID-19 Other Net agency First
2020 Response & Provincial of the spending for P! y dii Quarterly
Economic Cost-Share Climate SSNM ic pay g Report
Recovery Safe Restart Action
Agreement Tax Credit

Consolidated Revenue Fund (CRF) Spending

The total CRF direct program spending' forecast for 2020/21 has increased by
$6.8 billion mainly due to spending related to the COVID-19 pandemic, statutory

spending and debt servicing costs.

Since the tabling of Budget 2020 the Legislative Assembly has passed two Supplementary
Estimates to establish the following Contingencies votes in response to the COVID-19
pandemic:

* $5 billion for the Pandemic Response and Economic Recovery (Vote 52); and

* $1 billion for the Federal and Provincial Pandemic Support (Vote 53). This funding
reflects the provincial portion of the federal-provincial cost-shared investments under
the Safe Restart Agreement, which at this time is forecast $810 million.

The full range of the provincial measures in response to the COVID-19 crisis is outlined

in the topic box (pages 13-16), including spending details for Votes 52 and 53.

Statutory spending is projected at $1.4 billion in 2020/21 as follows:
* $425 million for the COVID-19 temporary pandemic pay;

* $310 million for the signed agreements under the Sustainable Services Negotiating
Mandate;

* $94 million for Emergency Program Act expenses primarily related to prior-year floods

($35 million) and costs in response to the COVID-19 pandemic ($44 million);

! Expenses other than grants to government agencies — see Table 1.8 Total direct program spending.

10
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UprpATED 2020/21 FINANCIAL FORECAST

* $76 million for fire management and preparedness costs;

* $125 million in other statutory spending including $111 million to fund the
purchases of hotels to house decamped homeless populations; and

* $414 million in higher refundable tax transfers mainly due to the one-time
enhancement of the Climate Action Tax Credit ($500 million), partly offset by lower
tax credits for foreign film production.

Debt servicing costs are forecast to be $83 million higher than at budget due to higher
debt levels.

Other CRF spending increased by $5 million.
Contingencies

Budger 2020 includes a Contingencies Vote of $1.066 billion in 2020/21, which was
notionally allocated as follows:

e $600 million to help manage uncertain costs and pressures including funding for
increases in demand-driven programs and priority initiatives; and

* $466 million notionally allocated to support new collective agreements consistent
with Sustainable Services Negotiating Mandate.

Statutory spending authority of $310 million is forecast to be utilized for the increases
to salary and benefit payments negotiated under the Sustainable Services Negotiating
Mandate. As a result, further capacity in the Contingencies Vote is available to help
manage emerging costs and pressures.

Spending Recovered from Third Parties

Expenses funded by third parties are forecast to increase by $780 million mainly due
to the $810 million federal contribution towards the federal-provincial cost-shared
investments under the Safe Restart Agreement. This increase is partially offset by lower
spending recovered from gaming revenue.

Operating Transfers to Service Delivery Agencies

Operating transfers to service delivery agencies are forecast to be $1.3 billion higher than
Budget 2020 mainly due to increased allocations to various agencies for the concluded
collective agreements, and to fund additional expenses related to the COVID-19
pandemic. These funding increases are related to spending forecast changes noted on the
next page.
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Service Delivery Agency Spending

Service delivery agency expenses are forecast to increase by $906 million in 2020/21
compared to Budger 2020.

* School district expense forecasts are higher by $152 million mainly to reflect the
concluded collective agreements, and higher operating costs to support a safe return
to school during the COVID-19 pandemic. This forecast does not include additional
funding that may be provided from the recently announced federal contribution for
reopening the schools safely.

* DPost-secondary sector expenses are forecast to decrease by $84 million mainly due to
lower operating costs as a result of the COVID-19 pandemic.

* 'The health authority and hospital society expense forecast is up $229 million,
mainly due to higher staffing and equipment needs (including PPE, testing
equipment, ventilators and beds), as well as contact tracing and increased rural and
remote community supports due to COVID-19. At this time, the forecast does
not include additional funding that may be allocated to health authorities from the
Contingencies Vote 52.

* Other service delivery agency spending is forecast to be $609 million higher than
budget, mainly related to increased shelter and housing expenses to support vulnerable

populations during the COVID-19 pandemic.

Detailed expense projections are disclosed in Table 1.8. Key spending assumptions and
sensitivities are provided in Table 1.15.
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COVID-19 Pandemic Spending & Related Measures

This section provides an overview of the
Province’s pandemic response measures, including
an update on notional allocations from the

$5 billion Pandemic Contingencies vote as

of August 31, 2020, as well as a summary of

tax and payment relief and deferral measures.
This enhanced reporting follows the presentation
of information set out in the July 14 Economic
and Fiscal Update. This section also includes
estimated spending through the first quarter
only (April - June, 2020) on COVID-19 related
programs.

Vote 52 Contingencies (All Ministries): Pandemic
Response and Economic Recovery

On March 23, 2020, the Legislative Assembly
authorized supplementary estimates of $5 billion
and a new Vote 52 - Contingencies for Pandemic

Response and Economic Recovery (Pandemic
Contingencies). Government has notionally
allocated $3.5 billion of the $5 billion Pandemic
Contingencies for critical services and financial
relief measures and has set aside $1.5 billion for

economic recovery measures that will be announced
in September 2020.

Critical services include health and mental health
related response, supports for child care providers,
and providing essential social services to vulnerable
populations such as adults with developmental
disabilities, people experiencing homelessness,

and children, youth and young adults receiving
provincial supports. This category of spending

also includes $46 million in funding for the K-12
education sector to support school restart activities
(but does not yet include any additional funding
that may be provided from the federal government).

Table 1 — Vote 52 Pandemic Contingencies Notional Allocations as of August 31, 2020

Category Notional Measures
Allocation
Over $1 billion Health and mental health
$254 million Child care services
Critigal $158 million Temporary housing, meals and supports for vulnerable populations
services
Essential services for adults with developmental disabilities, vulnerable
$56 million children and youth, family justice and victim services, and public health
communications
$46 million K-12 Education — safe return to school funding
$900 million B.C. Emergency Benefit for Workers
$685 million C!’ISIS Supplement and other supports for income and disability assistance
clients
Financial $150 million Temporary Rental Supplement
supports o . .
$79 million Canada Emergency Commercial Rent Assistance Program
Emergency financial relief for organizations providing animal care, the
- agriculture sector, park operators and community tourism organizations,
Over $70 million : : ; : S
Domestic Motion Picture providers, local sports organizations and
B.C. Pavilion Corporation.
Economm $1.5 billion Measures to be announced in September 2020
ecovery
Total $5 billion Pandemic Contingencies Spending Measures
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Financial relief measures include income supports,
such as the B.C. Emergency Benefit for Workers,
and the crisis supplement for income and disability
assistance clients including low-income seniors.
Measures also include rental relief assistance for
individuals, families and businesses, and targeted
financial relief for a number of sectors.

Details on the Pandemic Contingencies notional
allocations as of August 31, 2020 are shown in
Table 1. The key changes from the July 14 update

include:

*  Updated forecast of $900 million for the B.C.
Emergency Benefit for Workers;

*  Updated forecast of $685 million for the
crisis supplement and other income assistance
supports, which was extended to December;

*  $106 million for the Pandemic Pay has been
removed, as the full provincial and federal
amount ($425 million) will be funded through
statutory spending as per Table 2; and

*  $46 million for K-12 return to school funding
added.

Descriptions of all measures can be found in

Appendix A (pages 43-47).

Actual expenditures through Q1 for Pandemic
Contingencies measures totalled $1.036 billion.

This includes:

e $606 million for the B.C. Emergency Benefit
for Workers;

*  $233 million for the crisis supplement;
e $178 million for child care services; and

e $19 million across a number of other measures
including agriculture supports, supports for
vulnerable children and youth, and mental
health services.

Note that first quarter actual spending

(April - June, 2020) is based on unaudited ministry
reports and subject to normal changes from
quarterly estimation and adjustment processes.

There was also nearly $18 million of COVID-19
related expenditures from ministry base budgets in

the April - June, 2020 period.

Vote 53 Contingencies (All Ministries): Federal
and Provincial Pandemic Support

On July 16, 2020, the federal, provincial and
territorial governments announced plans for a Safe
Restart Agreement, which aims to support the
reopening of provincial and territorial economies
over the next six to eight months.

Under the Agreement, the federal government has
committed $19 billion in funding for seven priority
areas, with close to $2 billion allocated for B.C.
While some of the federal funding will be used to
offset the cost of continuing significant measures

in B.C. that are already underway or planned, part
of the agreement requires 50/50 provincial/federal
cost-sharing. This relates specifically to municipal
and transit-related relief and restart measures.

On August 14, 2020, the Legislative Assembly
authorized Vote 53 Contingencies (All Ministries):
Federal and Provincial Pandemic Support. The new
Vote 53 Contingencies provides up to $1 billion
net spending appropriation for the Province to
support the cost-share arrangement for municipal
and transit funding, and other pandemic priorities.

Preliminary spending allocations for Vote 53 are
$810 million for municipal and transit related
restart supports, however, detailed spending
allocations are still under development.

Other COVID-19 Response and Relief Measures

In addition to the new $5 billion Pandemic
Contingencies spending measures, government has
implemented a number of other measures which
include tax and revenue measures, and statutory

spending related to COVID-19.

Tax measures include a reduction in school

tax for commercial properties by an average of

25 per cent in the 2020 calendar year and the
one-time Climate Action Tax Credit enhancement.
Government has also delayed the scheduled
increase to the carbon tax rate and other new
Budger 2020 tax measures.
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Revenue relief measures include temporary
wholesale pricing model for restaurants, bars and
tourism operators with liquor licences, and ICBC
payment relief and deferral measures.

Statutory spending directly related to COVID-19
includes funding for the Pandemic Pay for frontline
workers in health and social sectors (a federal-
provincial cost-sharing initiative), hotel purchases
to support homelessness response measures,

and spending related to COVID-19 emergency

coordination and response.

Government also approved revised spending targets
for the Forest Enhancement Society of BC to ensure
its tree planting continues as planned to secure
future economic and environmental benefits while
meeting the new COVID-19 related guidelines for
industrial camps.

The estimated provincial value of these measures is
nearly $1.8 billion as shown in Table 2.

Government has also implemented payment
deferral measures to provide administrative

and financial relief to individuals, businesses

and municipalities. This includes a six-month
moratorium on student loan collection, BC Hydro
bill relief for residential and commercial customers,
and bill deferrals for industrial customers and
deferred school tax remittance for municipalities.

It also included short-term deferrals on stumpage
fees between May 1, 2020 to July 31, 2020, of
which, an estimated $2 million was deferred

and has since been repaid. Government has also
provided administrative relief by extending tax filing
and payment deadlines for the employer health tax,
provincial sales tax, municipal and regional district
tax on short-term accommodation, tobacco tax,
motor fuel tax, and carbon tax.

The values of eligible deferrals continue to be
estimated at over $6.2 billion as shown in Table 3.
As these payments are expected to be received at

a later date, they do not directly impact the fiscal

Table 2 — Other Response and Temporary Relief Measures

Estimated Cost Measure

federal-provincial)

$714 million Reduced school tax for commercial properties for the 2020 calendar year
($566 million in fiscal 2020/21)

$500 million Climate Action Tax Credit one-time enhancement

$106 million

($425 million Pandemic Pay for Frontline Workers

$111 million Purchase of hotels to house decamped homeless populations

$268 million Delays to increase the carbon tax rate and other new tax measures

$44 million Emergency Program Act — COVID-19 related coordination and measures

$26 million Temporary wholesale pricing model for liquor licensees

$17 million ICBC temporary fee relief measures

$11 million Forest Enhancement Society of BC — tree planting camps

$1.797 billion Provincial Total for Other Response and Temporary Relief Measures
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plan. There may be payment defaults on some of accounts will be made if necessary and incorporated
these revenues owed to government, depending into future quarterly report forecasts. The First

on the breadth and duration of the pandemic, Quarterly Report update includes an additional

as well as consumer and business confidence and $10 million provision for doubtful accounts related
behaviour. As cash payments are received starting to forest revenues, which is unrelated to deferral

in October, any adjustments related to doubtful measures.

Table 3 — Payment Deferral Measures (no direct operating fiscal impact)

Estimated value M
easure

of deferral

$70 million Six-month moratorium on student fee collection

$103 million BC Hydro bill deferrals for industrial customers and bill relief measures

Over $1 billion Postponing municipal remittance date for school taxes to the end of the calendar year
Extending tax filing and payment deadlines for the employer health tax, provincial sales

Over $5 billion tax, municipal and regional district tax on short-term accommodation, tobacco tax, motor
fuel tax, and carbon tax.

Over $6.2 billion Total Value of Deferrals
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July 14 Economic and Fiscal Update

In response to the major changes resulting from the COVID-19 pandemic, on

July 14, 2020 the B.C. Ministry of Finance released an economic and fiscal update.
Given the limited data available at the time and various elements of uncertainty regarding
the depth and duration of the economic slowdown, a scenario was developed to provide a
possible economic and fiscal outcome for B.C. for 2020-2021.

The First Quarterly Report confirms the revenue declines in taxation, natural resources,
and other sources that were anticipated on July 14. However, the overall impacts on
revenues and expenses are lower, with a $5.7 billion decline from Budget 2020 compared
to a $6.3 billion decline shown in the July 14 scenario.

Other changes since the scenario update include funding from the federal-provincial
Safe Restart Agreement with the related provincial spending for the cost-shared
initiatives, increased statutory spending, and lower interest expense due to lower debt
and interest rate projections.

Table 1.3 2020/21 Q1 Forecast and July 14 (Scenario) Changes from Budget 2020

($ millions)
July 14 Q1 Difference
Effects of COVID-19 and other changes
Personal income tax revenue ...........cc.cccccveeiieieeiie e (999) (978) 21
Corporate iNnCOME taX FEVENUE ..........coevuiieiiiieeiiee e, (973) (1,144) (171)
Provincial sales tax revenue ...........ccccociiiiiiiiiecici e (1,305) (986) 319
Employer health tax revenue ............cccoiiiiiiiiii e (238) (148) 90
FUEI X TEVENUE ......oooiiiiiiiie e (117) (75) 42
Carbon taX MEVENUE ..........ceeiuieiieiieeieesee et (265) (164) 101
Property taX reVENUES ........cccuiiiiiiiiiiii e (40) (128) (88)
Property transfer tax revenue ...........cccoccveiieiriiiieeee e (425) (315) 110
Natural reSOUrCe reVENUES .........ccccueiiiiiiiiiiieniiee e (293) (244) 49
All other CRF reVENUES ........cc.ceeiiiiiiiiieciee e, (77) (76) 1
Refundable tax transfers (tax credits) .........cccoceiiiiiiin i, 141 86 (55)
Commercial Crown corporation net inCome ............cccceevevrieicieenneenn. (882) (890) (8)
Taxpayer-supported agency iMPacts ...........ccccceeeeeeeeeeeeeeeeeeeeenes (869) (632) 250
(6,342) (5,694) 661
Pandemic Response Measures
Pandemic Response & Economic Recovery ..........ccccceeiiiiiineanne. (5,000) (5,000) -
Provincial portion of the Cost-Share Safe Restart Agreement ......... - (810) (810)
Federal portion of the Cost-Share Safe Restart Agreement ............. - (810) (810)
Enhancement of the Climate Action Tax Credit ..............cccceiiiiis (500) (500) -
COVID-19 temporary pandemiC PaY .........cccocueerueereeneereeeieenieeneeenns - (425) (425)
Other business relief and tax measures ...........cccocoeniiiniiceiecennns (733) (877) (144)
Federal government COVID-19 related funding " .......ccoccovevviuvieeane. - 2,376 2,376
Statutory and other spending ................ccccooiiiiiiiiiii e, - (496) (496)
Management of Public Debt (176) (83) 93
Total changes compared to Budget 2020 ...................cccoeeiiiiiiinenns (12,751) (12,319) 445
Budget 2020 Operating Surplus 227 227 -
Increased Forecast Allowance - (700) (700)
2020/21 Q1 deficit forecast ..........co.ccovrurriunrrricinrinreneisse e (12,524) (12,792) (259)

" Includes $810 million for municipal and transit funding, part of the $1,963 million Safe Restart Agreement; $371 million for
pandemic pay; and $42 million for closure and restoration of orphan wells.
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Full-Time Equivalents for the BC Public Service

The projection of full-time equivalent (FTE) staff utilization for 2020/21 remains
unchanged from budget at 31,800 FTEs.

Provincial Capital Spending

Capital spending is projected to total $10.4 billion in 2020/21 — $148 million lower
than the forecast in Budger 2020 (see Tables 1.4 and 1.10).

Table 1.4 2020/21 Capital Spending Update

($ millions)
2020/21 capital spending at Budget 2020 ........................cccoeeiiiiiiiiiiiiiiiiieeeeeeee 10,535
Taxpayer-supported changes:
Primarily higher projected own-source school district spending ..........ccccceviiiiiinniieeen. 49
Timing of post-secondary institution spending ..............cooiiiiii i (26)
Timing of health authority SPeNding ..........ccci i (52)
Timing of transportation sector spending ...........cc.cooiiiiiiiiiiiici (210)
Higher social housing SPending ..........coooiiiiiiiii e 124
Other net adjustments to capital schedules ... 4
Total taxpayer-SUPPOrted ................ooomiiii i (111)
Self-supported changes:
Timing of Liquor Distribution Branch spending ............cooooiiiiiiiia (32)
Lower other SPeNdiNg . .....o.ou i (5
Total SEIf-SUPPOIE ..........oeeeee e (37)
Total ChANGES ... (148)
2020/21 capital spending at the First Quarterly Report ......................ccooiiiiiiiiiannn.. 10,387

Taxpayer-supported capital spending is projected at $7.0 billion. The $111 million
decrease since Budget 2020 is mainly due to timing changes in procurement and capital
spending for transportation projects and to a lesser extent health projects. This is partially
offset by higher capital spending on supportive housing and higher projected capital
spending on projects funded from school districts’ own sources.

At $3.4 billion, self-supported capital spending is $37 million lower than Budger 2020
mainly due to changes to the timing of BC Liquor Distribution Branch projects.

Projects Over $50 Million
Capital spending on projects greater than $50 million is presented in Table 1.11.
Since Budger 2020 three projects have been added to the table:
* Cowichan District Hospital ($887 million);
* Dawson Creek and District Hospital ($378 million); and

e Street light replacement program project ($80 million).

18 FirsT QUARTERLY REPORT 2020/21



UprpATED 2020/21 FINANCIAL FORECAST

The following projects have been completed since Budger 2020 and are no longer listed in
the table:

Kitsilano Secondary School;

University of British Columbia Undergraduate Life Science Teaching Laboratories
Redevelopment project;

Camosun College Centre for Health Sciences project;

Queen Charlotte/Haida Gwaii Hospital;

Surrey Emergency/Ciritical Care Tower project;

North Island Hospitals project;

Vancouver General Hospital Joseph and Rosalie Segal Family Health Centre project;
Highway 97 Stone Creek to Williams Road project;

Kamloops substation project; and

BC Liquor Distribution Branch Warehouse project.

Changes since Budger 2020 for existing projects include:

Grandview Heights Secondary School project costs have decreased from $85 million
to $83 million to reflect the updated post-tender budget;

Handsworth Secondary School project completion date changed from 2021 to 2022
to align with revised project schedule. Total cost has been updated from $70 million to
$69 million to reflect the post-tender budget;

Eric Hamber Secondary School project costs have decreased from $109 million to
$105 million to reflect the updated post-tender budget;

British Columbia Institute of Technology Health Sciences Centre for Advanced
Simulation project completion date changed from 2021 to 2022 to align with revised
project schedule;

University of Victoria Student Housing project costs increased from $201 million to
$232 million to reflect increased costs due to market conditions. Internal borrowing
increased from $123 million to $128 million and other contributions increased from
$78 million to $104 million;

Red Fish Healing Centre for Mental Health and Addiction - 83agi? taw?anaq lelam
(formerly reported as Centre for Mental Health and Addictions) project cost increased
from $101 million to $131 million, reflecting archeological considerations and
additional site remediation costs;

Lions Gate Hospital New Acute Care Facility total project cost increased from
$166 million to $255 million. Internal borrowing increased by $89 million to reflect
updated costing and refined scope;

Burnaby Hospital Redevelopment Phase 1 project cost increased from $547 million
to $577 million. Internal borrowing increased from $513 million to $543 million to
reflect an increased project scope;

Clinical and Systems Transformation project completion date changed from 2023 to
2025 to align with the revised project schedule. Internal borrowing increased from
$480 million to $702 million to accommodate revised scope and timelines;
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iHealth Project (Vancouver Island Health Authority) project completion date changed
from 2020 to 2025 to align with the revised project schedule. Internal borrowing
increased by $55 million to accommodate revised scope and timelines;

Highway 99 10-Mile Slide project completion date changed from 2020 to 2021 to
align with the revised project schedule;

Highway 1 Chase 4-laning (formerly reported as Highway 1 Hoffman’s Bluff to Jade
Mountain) project costs have increased from $199 million to $260 million reflecting
more detailed engineering work, further consultation and increased construction
costs due to market conditions. Internal borrowing increased from $144 million to
$248 million and Federal contributions decreased from $55 million to $12 million;

Highway 1 Salmon Arm West project costs have increased from $163 million to
$185 million reflecting more detailed engineering work, further consultation and
increased construction costs due to market conditions. Internal borrowing increased
from $115 million to $154 million and Federal contributions decreased from

$48 million to $31 million;

Stanley New Fountain Hotel (Affordable Rental Housing) project completion date
changed from 2021 to 2022 to align with revised project schedule. Project costs
increased from $63 million to $69 million to accommodate revised project schedule
and cost escalation. Internal borrowing decreased from $20 million to $19 million and
other contributions increased from $43 million to $50 million;

6585 Sussex Ave (Affordable Rental Housing) project completion date changed from
2021 to 2022 to align with revised project schedule;

Clark & 1st Ave (Affordable Rental Housing) project completion date changed from
2023 to 2024 to align with revised project schedule. Project costs increased from
$100 million to $109 million to accommodate revised project schedule and cost
escalation. Internal borrowing increased from $67 million to $75 million and other
contributions increased from $33 million to $34 million;

Ruskin Dam safety and powerhouse upgrade project costs decreased from

$642 million to $638 million;

Horne Payne substation upgrade project costs have increased from $70 million to
$71 million;

John Hart generating station replacement project costs have decreased from
$980 million to $979 million;

Bridge River 2 units 5 and 6 upgrade project costs have decreased from $78 million
to $74 million;

Supply Chain Applications project costs have increased from $68 million to
$69 million;

Mica replace units 1 to 4 generator transformers project costs have decreased from
$82 million to $80 million;

G.M. Shrum G1 to 10 control system upgrade project completion date changed from
2022 to 2023 to align with the revised project schedule; and

ICBC’s Enhanced Care Coverage Program project costs have increased from
$92 million to $94 million to reflect updated project cost.

20
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Provincial Debt

The provincial debt, including a $1 billion forecast allowance, is projected to total
$87.9 billion by the end of the fiscal year — $11.5 billion higher than the forecast
in Budgetr 2020. 'This increase is primarily due to the anticipated operating deficit of
$12.8 billion for the year.

Table 1.5 2020/21 Provincial Debt Update

($ millions)
2020/21 provincial debt forecast at Budget 2020 ...........................cceevuieeiiiiaannnn... 76,392
Taxpayer-supported changes:
Higher debt level from 2019/20 ..........oiiiiieee e 1,660
Change in operating results (before forecast allowance) ...............cccooveviiiiiiinne. 12,319
Increase in cash and temporary investments ... 1,342
Increase in accounts payable and deferred revenue ...............c.coooiiiiiiiii . (2,183)
Decrease in accounts reCeivable ............ooiiiii it (592)
Decrease in loans, advances and mortgages receivable ....................ccoi (1,185)
Decrease in sinking fund balances ...........c.ooiiiiii i (193)
Decrease in prepaid program costs and other non-financial assets ........................ (538)
Lower capital SPENAING .......oviiiiiiee e e e e e e (111)
Lower contributions from external Parties .............ccooueeieeiieiiieie e 81
Total taxpayer-supPOrted ................cccooiiiiiiiiiii e 10,600
Self-supported changes:
Higher debt level from 2019/20 .........c.ooiiiiiii e 163
Lower capital SPENAING ....c.ouuii (37)
Changes in internal finanCing ............cooiiiiiiii e 52
Total Self-suUPPOrted ..............ccccooiiiiiiiiiiii e 178
Forecast alloWanCe INCIEASE ................c.ccovouiueeieeeeeeeeeeeee e en s 700
TOtal CRANGES .......cooiiiiii e 11,478
2020/21 provincial debt forecast at the First Quarterly Report ...............c..cccccccuvveennn. 87,870

Total debt at the end of 2019/20 was $1.8 billion higher than the Budger 2020 forecast
(excluding the forecast allowance), mainly due to the pre-borrowing to ensure liquidity

during the COVID-19 pandemic.

Taxpayer-supported debt is forecast to be $59.8 billion at the end of 2020/21 —

$10.6 billion higher than forecast in Budger 2020. This increase reflects the change in
operating results of $12.3 billion (before forecast allowance), higher opening balance of
$1.7 billion, and $1.3 billion higher cash held for increased liquidity, partly offset by an
increase in accounts payable and deferred revenue of $2.2 billion, and decrease in other
working capital of $2.5 billion.

The taxpayer-supported debt-to-GDP ratio is projected to end 2020/21 at

20.8 per cent — 5.3 percentage points higher than forecast in Budger 2020.
The taxpayer-supported debt-to-revenue ratio is forecast to end the fiscal year at
110.6 per cent — 26.5 percentage points higher than forecast in Budger 2020.
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Self-supported debt is forecast to be $27.1 billion at the end of 2020/21 — $178 million
higher than Budget 2020, reflecting higher than expected 2019/20 debt ($163 million)
and lower than expected internal financing ($52 million), partly offset by a decrease in
capital infrastructure investments ($37 million).

The forecast allowance has been increased by $700 million to mirror the operating
statement forecast allowance.

While there is an increase in borrowing and higher debt levels, the B.C. government

is able to borrow at low interest rates, which is partly due to province’s triple-A credit
rating. As a result, debt affordability remains at levels that are lower than they have been
historically, as shown on Chart 1.4 below.

Chart 1.4 Debt Affordability

Interest bite for Taxpayer-Supported Debt
(cents per dollar of revenue) '

1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020
1 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.

Details on provincial debt are shown in Table 1.12.

Total provincial debt is presented consistent with the Debt Summary Report included
in the Public Accounts. Debt is shown net of sinking fund investments and unamortized
discounts, excludes accrued interest, and includes non-guaranteed debt directly
incurred by commercial Crown corporations and debt guaranteed by the Province.

The reconciliation between provincial debt and the financial statement debt is shown in

Table 1.13.
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Risks to the Fiscal Forecast

The global response to the COVID-19 pandemic to protect the health and safety of
people included social distancing rules, self-isolation processes, border closures and
restrictions and shutdowns in some sectoral and regional parts of the global economy.
Governments around the world also implemented various measures and strategies to
provide liquidity and financial relief to individuals and businesses.

The major risks to the updated economic and fiscal forecasts are the extent of the spread
or containment of the virus in B.C. and its major trading partners; and the behaviour
and confidence of individuals, consumers and businesses during Phase 3 of BC’s Restart
Plan. The uncertainty of the depth and duration of the pandemic as well as the pace and
timing of the recovery contributes to the volatility in the updated fiscal outlook.

Personal and corporate income tax assessments for the 2019 tax year will not be finalized
until March 2021. In addition, delays provided to individuals and businesses to file their
income tax returns means that less information is available now which could result in
further revenue and tax transfer expense adjustments related to the 2019 income tax
entitlement. Property transfer tax and provincial sales tax revenues are impacted by the
number of residential transactions, average home sale prices and the amount of taxable
purchases of goods and services. The global COVID-19 pandemic has resulted in
heightened risks to these and other factors affecting own source revenues, including net
income of commercial Crown corporations.

The spending forecast contained in the fiscal plan is based on ministry and service
delivery agency plans and strategies and the allocations of the additional Contingencies
in Vote 52 and Vote 53. Risks include the extent of the spread of the COVID-19 virus
in addition to changes in planning assumptions such as utilization or demand rates for
government services in the health care, education, community social services sectors,

as well as costs associated with natural disasters.

In recognition of the heightened risks this year, the updated forecast includes a
$1.0 billion forecast allowance, a $700 million increase from budget.

Capital spending may be influenced by several factors including physical distancing on
work sites, design development, procurement activity, weather, geotechnical conditions
and interest rates. Risks associated with operating results and capital spending could also
affect debt levels.

As a result, the actual operating result, capital spending and debt figures may differ from
the current forecast. Government will continue to update the fiscal outlook throughout
the year in the second and third quarterly reports.

The potential fiscal impacts from these risks may be partly offset by the prudence
incorporated in the updated forecast, including the lower economic outlook compared
to the private sector forecasters, the $600 million contingencies vote allocation and the
$1.0 billion forecast allowance.

FirsT QuaRTERLY REPORT 2020/21 | 23



UprpATED 2020/21 FINANCIAL FORECAST

Supplementary Schedules

The following tables provide the financial results for the three months ended
June 30, 2020 and the 2020/21 full-year forecast.
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Table 1.6 2020/21 Operating Statement

Year-to-Date to June 30 Full Year
2020/21 Actual 2020/21 Actual
($ millions) Budget Actual Variance 2019/20 Budget Forecast Variance 2019/20
Revenue .... ... 15,695 13,980 (1,715) 15,226 60,585 56,013 (4,572) 58,660
EXPENSE ... (14,474) (15,108) (634) _(13,973) _(60,058) _(67,805) (7.747) _(58,981)
Surplus(deficit) before forecast allowance ...... 1,221 (1,128) (2,349) 1,253 527 (11,792) (12,319) (321)
Forecast allowance .... . - = - - (300) (1,000) (700) -
Surplus(deficit) ................cooiii 1,221 (1,128) (2,349) 1,253 227 (12,792)  (13,019) (321)
Accumulated surplus beginning of the year ...... 8,754 8,106 (648) 8,551 8,754 8,106 (648) 8,427
Accumulated surplus(deficit) before
comprehensive iNCOMe ...............cccoeeeeunnnnn. 9,975 6,978 (2,997) 9,804 8,981 (4,686) (13,667) 8,106
Accumulated other comprehensive income
from self-supported Crown agencies ............ 35 545 510 802 65 (172) (237) (224)
Accumulated surplus(deficit) end of period ..... 10,010 7,523 (2,487) 10,606 9,046 (4,858) (13,904) 7,882
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Table 1.7 2020/21 Revenue by Source

Year-to-Date to June 30 Full Year
2020/21 Actual 2020/21 Actual
($ millions) Budget Actual Variance ~ 2019/20 Budget Forecast Variance  2019/20
Taxation
Personal inCome ...........coviiiiiiiiiiiiiiccee 2,910 2,532 (378) 2,731 11,771 10,793 (978) 10,657
Corporate income ... 2,346 2,346 - 2,108 4,739 3,595 (1,144) 5,011
Employer health ..., 479 456 (23) 460 1,924 1,776 (148) 1,897
SAIES e 2,079 1,506 (573) 1,955 7,905 6,881 (1,024) 7,374
Fuel ...... 252 219 (33) 253 1,024 949 (75) 1,008
Carbon .... 489 357 (132) 406 1,954 1,560 (394) 1,682
Tobacco ... 205 180 (25) 205 755 730 (25) 729
Property .............. 750 681 (69) 679 3,026 2,332 (694) 2,608
Property transfer ...... 426 330 (96) 379 1,586 1,271 (315) 1,609
INsurance Premium ...........oocoeevviiieeeeeeiiiiieeeeeeeeiia, 165 165 - 156 660 705 45 691

10,101 8,772 (1,329) 9,332 35,344 30,592 (4,752) 33,266

Natural resources

Natural gas royalties ... 49 27 (22) 30 207 94 (113) 118
FOrests ..o 153 111 (42) 197 867 897 30 988
Other Natural reSOUrCES 2 ........veveeeeieeeeeee e 237 195 (42) 279 1,075 914 (161) 1,162
439 333 (106) 506 2,149 1,905 (244) 2,268
Other revenue
Medical Services Plan premiums ............cc.cceevvennennn - - - 351 - - - 1,063
Fees and liCenses 2 ..........oooviioieeieeeeeeeeeeeeee 944 840 (104) 914 4,667 4,119 (548) 4,509
Investment earnings ..........ccocoviiiiiiiii i 317 311 (6) 299 1,247 1,211 (36) 1,263
Miscellaneous * .............coovveiieeie i 839 655 (184) 814 3,798 3,385 (413) 3,838
2,100 1,806 (294) 2,378 9,712 8,715 (997) 10,673
Contributions from the federal government
Health and social transfers ...............ccoooiviviiiiinnnn.. 1,921 1,920 (1) 1,851 7,683 7,681 (2) 7,494
COVID-19 related funding .............. - - - - - 2,376 2,376 -
Other federal government contributions® .................. 475 426 (49) 404 2,280 2,260 (20) 2,041
2,396 2,346 (50) 2,255 9,963 12,317 2,354 9,535
Commercial Crown corporation net income
BC HYArO ..o 13 6 (7) 25 712 712 - 705
Liquor Distribution Branch .. 312 301 (11) 290 1,134 1,092 (42) 1,107
BC Lottery Corporation © .... 325 76 (249) 352 1,363 469 (894) 1,336
ICBC i (31) 300 331 55 86 86 - (376)
T 8 oo 40 40 - 33 122 125 3 146
659 723 64 755 3,417 2,484 (933) 2,918
Total revenue ............cooviviiiiiiiiii 15,695 13,980 (1,715) 15,226 60,585 56,013 (4,572) 58,660

1 Includes provincial sales tax and social services tax/hotel room tax related to prior years.

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

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

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

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

6 Net of payments to the federal government.

7 Does not include non-controlling interest.

8 Includes Columbia Power Corporation, BC Railway Company, Columbia Basin power projects, and post-secondary institutions' self-supported subsidiaries.

26 | FirsT QUARTERLY REPORT 2020/21



UprpATED 2020/21 FINANCIAL FORECAST

Table 1.8 2020/21 Expense by Ministry, Program and Agency

Year-to-Date to June 30 Full Year
2020/21 Actual 2020/21 Actual
($ millions) Budget Actual Variance 2019/20° Budget Forecast Variance 2019/20
Office of the Premier ...........cccooooiiiiiiiiiiiin, 3 3 - 4 11 11 - 12
Advanced Education, Skills and Training ..............c...... 615 615 - 620 2,366 2,366 - 2,331
AGHCURUIE ... 19 22 3 21 95 95 - 112
Attorney General ..o 164 182 18 174 652 652 - 718
Children and Family Development .......................... 529 426 (103) 497 2,228 2,228 - 2,149
CitiZENS' SEIVICES ....ovviiiiiieiieieiee e 132 153 21 142 552 552 - 596
Education ..........cooiiiiiii 1,948 2,024 76 1,894 6,697 6,697 - 6,647
Energy, Mines and Petroleum Resources ................. 39 15 (24) 24 114 114 - 251
Environment and Climate Change Strategy .............. 51 59 8 53 245 259 14 244
FINANCE ..vniiiee e 227 263 36 209 838 1,684 846 1,366
Forests, Lands, Natural Resource Operations and
Rural Development .............ccoviiiiiiiniieineinenn, 174 193 19 224 844 920 76 958
Health ... 5,360 5,238 (122) 4,915 22,190 22,190 - 20,825
Indigenous Relations and Reconciliation .................. 16 32 16 43 97 97 - 353
Jobs, Economic Development and Competitiveness ... 24 23 1) 20 93 93 - 98
Labour ... 4 5 1 4 17 17 - 16
Mental Health and Addictions 2 2 - 2 10 10 - 23
Municipal Affairs and Housing .................ccccoeeneee. 258 320 62 295 650 650 - 1,182
Public Safety and Solicitor General .............cccccoceeeenene. 213 216 3 213 852 946 94 963
Social Development and Poverty Reduction ................ 897 910 13 877 3,683 3,683 - 3,569
Tourism, Arts and Culture ..., 69 64 (5) 30 161 161 - 184
Transportation and Infrastructure ........................... 230 227 (3) 215 929 929 - 919
Total ministries and Office of the Premier .......... 10,974 10,992 18 10,476 43,324 44,354 1,030 43,516
Management of public funds and debt ..................... 294 320 26 314 1,197 1,280 83 1,234
COoNtiNGENCIES ....cviiiiiieii e - - - - 1,066 1,066 - -
COVID-19 Contingencies - Vote 522° ..................... - 1,036 1,036 - - 5,000 5,000 -
COVID-19 Contingencies - Vote 53 * ....................... - o - - - 810 810 -
Funding for capital expenditures ..............c......c..... 290 230 (60) 220 2,789 2,724 (65) 1,653
Refundable tax credit transfers .....................coonil 375 369 (6) 361 1,686 2,100 414 1,413
Legislative Assembly and other appropriations .......... 40 30 (10) 35 166 166 - 150
Total appropriations 12,977 1,004 11,406 50,228 57,500 7,272 47,966
Elimination of transactions between
appropriations ® ............cccooeeiiii (5) (4) 1 (5) (20) (15) 5 (20)
Prior year liability adjustments ..................cccccovee... - - - - - = - (126)
Consolidated revenue fund expense ...................... 11,968 12,973 1,005 11,401 50,208 57,485 7,277 47,820
Expenses recovered from external entities ............... 665 662 3) 683 3,335 4,115 780 3,850
Elimination of funding provided to service
delivery agencies ..........ccocoveeiiiiieiiiiiiee e, (7,529) (7,676) (147) (6,987) (30,813) (32,029) (1,216)  (28,928)
Total direct program spending 5,104 5,959 855 5,097 22,730 29,571 6,841 22,742
Service delivery agency expense
School districts ........ooveiviiiii 2,074 1,997 (77) 2,048 7,080 7,232 152 6,995
UNIVErSItIES ..uveiicici e 1,242 1,193 (49) 1,186 5,457 5,396 (61) 5,252
Colleges and institutes ..............ccoceeveeieiiiineinnnnnnnn. 351 329 (22) 339 1,464 1,441 (23) 1,465
Health authorities and hospital societies .................. 4,346 4,207 (139) 4,062 17,425 17,654 229 17,038
Other service delivery agencies ............................. 1,357 __1.423 66 1,241 5,902 6,511 609 5,489
Total service delivery agency expense.................... 9,370 9,149 (221) 8,876 37,328 38,234 906 36,239
Total eXPeNSe .........ccovviiiiieiiiieiii e 14,474 15,108 634 13,973 60,058 67,805 7,747 58,981

! Restated to reflect government's current organization and accounting policies.
2 On March 23, 2020, the Legislative Assembly passed Supplementary Estimates of $5 billion to establish a new Vote 52 - Contingencies (All Ministries): Pandemic

Response and Economic Recovery.

3 As of June 30, 2020, COVID-19 spending funded by Vote 52 is as follows (by ministry): $606 million Finance - Other Appropriations; $233 million Social Development and
Poverty Reduction; $181 million Children and Family Development; $10 million Tourism, Arts, and Culture; $3 million Mental Health and Addictions; and $3 million

Agriculture. There is also an additional $18 million spent funded from the base budgets of various ministries; bringing the total Q1 actual COVID-19 spending to

$1.054 billion.

4 On August 14, 2020, the Legislative Assembly passed Supplementary Estimates of $1 billion to establish a new Vote 53 - Contingencies (All Ministries): Federal and
Provincial Pandemic Support. The forecast reflects the provincial portion of the federal-provincial cost-shared investments under the Safe Restart Agreement.
5 Reflects payments made under an agreement where an expense from a voted appropriation is recorded as revenue by a special account.
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Table 1.9 2020/21 Expense by Function

Year-to-Date to June 30 Full Year
2020/21 Actual 2020/21 Actual
($ millions) Budget Actual Variance 2019/20 Budget Forecast Variance 2019/20
Health:
Medical Services Plan .............ccccoveveiniinnn. 1,233 1,242 9 1,204 5,275 5,275 - 5,013
Pharmacare ...........c.ccoooeeeeiiiieeeeiiieeeeenn. 338 340 2 357 1,561 1,561 - 1,517
Regional Services ...........coeveveieiiiineeinnaen. 4,380 4,148 (232) 3,966 16,541 16,954 413 16,047
Other healthcare expenses ' ....................... 25 7 46 139 908 843 (65) 872
5,976 5,801 (175) 5,666 24,285 24,633 348 23,449
Education:
Elementary and secondary .............c....c.enes 2,217 2,144 (73) 2,182 7,618 7,724 106 7,582
Post-secondary ..........cccociiiiiiiiiiiiii 1,609 1,565 (44) 1,557 7,125 7,141 16 6,842
Other education expenses?.. 123 36 (87) 33 435 438 3 310
3,949 3,745 (204) 3,772 15,178 15,303 125 14,734
Social services:
Social assistance " .............ccccciiiiieieel 565 582 17 570 2,363 2,447 84 2,342
Childwelfare " ...............ocoieiiiiiiiiee 513 412 (101) 478 2,239 2,238 (1) 1,940
Low income tax credit transfers ................... 78 82 4 71 352 867 515 435
Community living and other services ............ 300 304 4 286 1,247 1,248 1 1,170
1,456 1,380 (76) 1,405 6,201 6,800 599 5,887
Protection of persons and property ................ 443 455 12 445 1,817 1,930 113 2,126
Transportation ...........cocoeiiiiiiiiiiiiieens 473 484 1 440 2,228 2,219 9) 2,126
Natural resources and economic
development ........coooviiiiiiiii 660 663 3 658 3,097 3,069 (28) 3,778
Other ..o 514 513 (1) 536 2,033 2,788 755 2,501
ContiNgeNCIes .......ccuivuiiiiiiie e - = - - 1,066 1,066 - -
COVID-19 Contingencies - Vote 52 % ............. - 1,036 1,036 - - 5,000 5,000 -
COVID-19 Contingencies - Vote 53 * .. - - - - - 810 810 -
General government .............ccccceveevvneeennnnnnn. 353 349 (4) 388 1,430 1,440 10 1,653
Debt SEIVICING .. ..ooeeeeviiiieeee e 650 682 32 663 2,723 2,747 24 2,727
Total eXPense .............cceeveiviiiiiiiieiiennn, 14,474 15,108 634 13,973 60,058 67,805 7,747 58,981

1 Payments for healthcare services by the Ministry of Social Development and Poverty Reduction and the Ministry of Children and Family Development made on behalf
of their clients are reported in the Health function.

2 Payments for training costs by the Ministry of Social Development and Poverty Reduction made on behalf of its clients are reported in the Education function.

3 On March 23, 2020, the Legislative Assembly passed Supplementary Estimates of $5 billion to establish a new Vote 52 - Contingencies (All Ministries): Pandemic
Response and Economic Recovery.

4 On August 14, 2020, the Legislative Assembly passed Supplementary Estimates of $1 billion to establish a new Vote 53 - Contingencies (All Ministries): Federal and
Provincial Pandemic Support. The forecast reflects the provincial portion of the federal-provincial cost-shared investments under the Safe Restart Agreement.
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Table 1.10 2020/21 Capital Spending

Year-to-Date to June 30 Full Year
2020/21 Actual 2020/21 Actual
($ millions) Budget Actual Variance 2019/20 Budget Forecast  Variance 2019/20
Taxpayer-supported
Education
School districts .........c.cooviiiiiiininenn. 250 229 (21) 221 994 1,043 49 877
Post-secondary institutions ................. 116 124 8 111 977 951 (26) 936
Health ... 188 117 (71) 102 1,862 1,810 (52) 1,009
BC Transportation Financing Authority ..... 356 238 (118) 182 1,870 1,713 (157) 955
BC Transit .......cocovvviiiiiiiiiiiiieeen 23 25 2 9 184 131 (53) 73
Government ministries ................c......... 50 25 (25) 46 569 569 - 520
Social housing " .................... 150 159 9 92 578 702 124 355
(07 T=Y 12 9 3 6 92 96 4 47
Total taxpayer-supported .................... 1,145 926 (219) 769 7,126 7,015 (111) 4,772
Self-supported
BC Hydro ......coovviiiiiiiiiicee 800 698 (102) 625 3,092 3,092 - 3,082
Columbia Basin power projects °............ 3 1 (2) 991 14 8 (6) 994
BC Railway Company ............ccoceveuenns 3 1 (2) 1 10 11 1 6
ICBC e 20 18 (2) 20 116 116 - 62
BC Lottery Corporation ...............c......... 26 6 (20) 13 105 105 - 102
Liquor Distribution Branch ..................... 21 3 (18) 5 72 40 (32) 36
Other® ..o - - - - - - - 104
Total self-supported ......................... 873 727 (145) _ 1,655 _ 3409 _ 3372 (37) _ 4,386
Total capital spending ........................ 2,018 1,653 (364) 2,424 10,535 10,387 (148) 9,158
" Includes BC Housing Management Commission and Provincial Rental Housing Corporation.
2 Joint ventures of the Columbia Power Corporation and Columbia Basin Trust.
3 Includes post-secondary institutions' self-supported subsidiaries.
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Table 1.11 Capital Expenditure Projects Greater Than $50 million '

Note: Information in bold type denotes changes from Budget 2020 released on February 18, 2020.

Project Estimated  Anticipated Project Financing
Year of Cost to Cost to Total Internal/ P3 Federal Other
($ millions) Completion June 30, 2020 Complete Cost Borrowing  Liability Gov't Contrib'ns
Taxpayer-supported
Schools
Centennial Secondary % .............cccoeveeveveeeeeieenenn 2020 53 8 61 61 - - -
R.E. Mountain Secondary (Willoughby Slope)? ............ 2020 59 - 59 38 - - 21
Argyle Secondary ................ 2020 54 8 62 50 - - 12
Grandview Heights Secondary 2021 39 44 83 63 - - 20
Handsworth Secondary ..............ccoccieiiiiiiiiiiiiins 2022 13 56 69 69 - - -
New Westminster Secondary ...........cc..coovveiiiiiinnennns 2021 73 34 107 107 - - -
Burnaby North Secondary .............ccoovviiiiiiiiiiniinnn, 2022 5 103 108 99 - - 9
Eric Hamber Secondary ..............c..ccooviiiiiiin 2023 7 98 105 93 - - 12
South Side Area Elementary Middle ........................... 2022 10 44 54 49 5
Sheffield Elementary .............ccooiiiiiiiiiins 2021 2 50 52 47 - - 5
West Langford Elementary and Middle ....................... 2022 9 80 89 89 - - -
Victoria High School .............ccoiiiiiiiiin 2022 3 77 80 77 - - 3
Quesnel Junior SChool .............ccoeiiiiiiiiii, 2022 3 49 52 52 - - -
Cowichan Secondary...........ccccocriiiiiiniiiicincniees 2024 3 79 82 80 2
Seismic mitigation program 2 ............cccoooiiiiee 2030 540 1,004 1,544 1,544 - - -
Total schools 873 1,734 2,607 2,518 - - 89
Post-secondary institutions
Simon Fraser University —
Energy Systems Engineering Building >* ................. 2019 124 2 126 45 - 45 36
British Columbia Institute of Technology —
Health Sciences Centre for Advanced Simulation ....... 2022 13 75 88 66 - - 22
Simon Fraser University —
Student Housing ...........ccooiiiiiiiiiiiii 2022 13 91 104 73 - - 31
University of Victoria —
Student HOUSING .....vvvveeeeeiiieeee e 2023 20 212 232 128 - - 104
Total post-secondary institutions ... 170 380 550 312 - 45 193
Health facilities
Royal Inland Hospital Patient Care Tower
— Direct procurement ............ccooiiiiiiiiii 2024 12 117 129 39 - - 90
—P3contract ..........oooiiiiii 2022 127 161 288 - 164 - 124
Vancouver General Hospital — Jim Pattison
Pavilion Operating ROOms ............cccoviiiiiiniiiniins 2021 60 42 102 35 - - 67
Interior Heart and Surgical Centre 2
— Direct procurement ............ccooiiiiiiiii e 2018 176 72 248 213 - - 35
—P3contract ..........oooiiiiii 2015 133 - 133 4 79 - 50
Children's and Women's Hospital
— Direct procurement ............ccooiiiiiiii 2020 282 26 308 178 - - 130
—P3contract ........cooiiiiiiii 2018 368 - 368 167 187 - 14
Penticton Regional Hospital — Patient Care Tower
— Direct procurement ............ccooiiiiiiiii 2022 34 46 80 22 - - 58
—P3contract ..........oooiiiiii 2019 231 1 232 - 139 - 93
Royal Columbian Hospital — Phase 1 ...............c.......... 2020 239 20 259 250 - - 9
Royal Columbian Hospital - Phases 2 &3 ................... 2026 35 1,201 1,236 1,174 - - 62
Peace Arch Hospital Renewal ............................L 2022 25 59 84 8 - - 76
Red Fish Healing Centre for Mental Health
and Addiction - 8aqi? tew?anaq lelom® 2021 61 70 131 131 - - -
Dogwood Complex Residential Care ...............c..c.ccc.... 2022 4 54 58 - - - 58
Health facilities continued on the next page
=
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Table 1.11 Capital Expenditure Projects Greater Than $50 million’
Note: Information in bold type denotes changes from Budget 2020 released on February 18, 2020.

Project Estimated Anticipated

Project Financing

Year of Cost to Cost to Total Internal/ P3 Federal Other
($ millions) Completion June 30,2020 Complete Cost Borrowing  Liability Gov't Contrib'ns
Health facilities continued
Lions Gate Hospital — New Acute Care Facility ............. 2024 2 253 255 89 - - 166
St Paul's Hospital .............ccooiiiii, 2026 8 2,075 2,083 1,158 - - 925
Mills Memorial Hospital ................cooooiiii 2026 2 445 447 337 - - 110
Burnaby Hospital Redevelopment - Phase 1 ®.............. 2025 3 574 577 543 - - 34
Cariboo Memorial Hospital ............c.ccccooveiiiiineiinn. 2026 - 218 218 131 - - 87
Stuart Lake Hospital 2024 - 116 116 98 - - 18
Cowichan District Hospital... 2026 - 887 887 605 - - 282
Dawson Creek & District Hospital...........ccocevieenienninennnns 2025 - 378 378 247 - - 131
Clinical and systems transformation .......................... 2025 457 246 703 702 - - 1
iHealth Project — Vancouver Island Health
AUNOTIEY ... 2025 99 56 155 55 - - 100
Total health facilities 2,358 7,117 9,475 6,186 569 - 2,720
Transportation
Highway 91 Alex Fraser Bridge Capacity
IMPrOVEMENtS 2.......viiiieiie e, 2019 66 4 70 37 - 33 -
Highway 97 Williams Lake Indian Reserve to
Lexington ROAd 2 .........oooueiiesieeeee e 2019 56 1 57 57 - - -
Highway 1 widening and 216th Street
Interchange ... 2020 55 7 62 28 - 22 12
Highway 1 — Admirals Road/McKenzie Avenue
Interchange ..........coooiiiiiii 2020 93 3 96 63 - 33 -
Highway 7 Corridor improvements ..................c..ccouu.. 2020 63 7 70 48 - 22 -
Highway 99 10-Mile Slide ...........cccoeiiiiiiiiiiiiniiie, 2021 36 24 60 60 - - -
Highway 1 Lower Lynn Corridor
IMPrOVEMENES .....uiiiiiiic e 2021 148 50 198 77 - 66 55
Highway 1 lllecillewaet 4-laning and Brake Check
improvements .............cooeeieninn 2022 24 61 85 69 - 16 -
Highway 14 Corridor improvements 2022 12 74 86 56 - 30 -
West Fraser Road Realignment ..........c.ccooeiiiniiiinnnnns 2023 4 99 103 103 - - -
Highway 1 Chase 4-laning 7 ........ccccevuveennnen. 2023 30 230 260 248 - 12 -
Highway 91 to Highway 17 and Deltaport Way
Corridor improvements ............ccoeviuiiieiniiiiieianne 2023 69 191 260 87 - 82 91
Highway 1 Salmon Arm West 2023 42 143 185 154 - 31 -
Highway 1 RW Bruhn Bridge ...........cccooviiiniiiniinnennn. 2023 21 204 225 134 - 91 -
Pattullo Bridge Replacement &................c..ccooeiin, 2023 178 1,199 1,377 1,076 301 - -
Highway 1 Quartz Creek Bridge Replacement.............. 2023 10 111 121 71 - 50 -
Kootenay Lake ferry service upgrade.......................... 2023 2 53 55 38 - 17 -
Highway 1 216th - 264th Street widening..................... 2024 6 229 235 99 - 109 27
Highway 1 Kicking Horse Canyon Phase 4 9 2024 23 578 601 386 - 215 -
Broadway Subway 2025 78 2,749 2,827 1,830 - 897 100
Total transportation .............cccoviiiiiiii, 1,016 6,017 7,033 4,721 301 1,726 285
Other taxpayer-supported
Abbotsford courthouse
— Direct procurement ...........cooiiiiiiiiiiie e 2020 11 7 18 18 - - -
—P3contract ... 2020 109 25 134 48 80 - 6
Nanaimo Correctional Centre Replacement ................. 2023 4 153 157 157 - - -
Stanley New Fountain Hotel
(Affordable Rental HOUSING).......cooviiiiiei e 2022 13 56 69 19 - - 50
6585 Sussex Ave
(Affordable Rental Housing).........cccccooviiiiiiiciiiiinns 2022 18 57 75 43 - - 32
Clark & 1st Ave
(Affordable Rental Housing)... 2024 3 106 109 75 - - 34
Total Other .........eieiiiiioi i 158 404 562 360 80 - 122
Total taxpayer-supported ................... 4,575 15,652 20,227 14,097 950 1,771 3,409
=
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Table 1.11 Capital Expenditure Projects Greater Than $50 million’
Note: Information in bold type denotes changes from Budget 2020 released on February 18, 2020.

Project Estimated Anticipated Project Financing
Year of Cost to Cost to Total Internal/ P3 Federal Other
($ millions) Completion June 30,2020 Complete Cost Borrowing  Liability Gov't Contrib'ns
Power generation and transmission

BC Hydro
— Ruskin Dam safety and powerhouse upgrade 2, 2018 638 - 638 638 - - -
— Horne Payne substation upgrade project ................. 2019 69 2 7 71 - - -
— John Hart generating station replacement 2 2019 976 3 979 979 - - -
— Cheakamus unit 1 and 2 generator

replacement 2.............oocviiviiiee e 2019 62 - 62 62 - - -
— Bridge River 2 units 5 and 6 upgrade project 2 .... 2019 7 3 74 74 - - -
— South Fraser transmission relocation project '°.... TBD 30 46 76 76 - - -
— Downtown Vancouver Electricity Supply: West

End strategic property purchase ................c.ccoceeee 2020 67 14 81 81 - - -
— Fort St. John and Taylor Electric Supply ........cccccccvens 2020 48 5 53 53 - - -
— Supply Chain Applications project ... 2020 62 7 69 69 - - -
— UBC load increase stage 2 project .. 2021 42 13 55 55 - - -
— Peace Region Electricity Supply (PRES) project '....... 2021 158 127 285 285 - - -
— LNG Canada load interconnection project..................... 2021 43 39 82 58 - - 24
— Bridge River 2 upgrade units 7 and 8 project 2021 33 53 86 86 - - -
— Wahleach refurbish generator project ........................... 2021 21 30 51 51 - - -
— Mica replace units 1 to 4 generator

transformers project ............coocoiiiiiiiiiii 2022 34 46 80 80 - - -
— G.M. Shrum G1 to 10 control system upgrade.............. 2023 48 27 75 75 - - -
— Mount Lehman substation upgrade project.................. 2022 8 51 59 59 - - -
— Street light replacement program............ccccvevierinnnns 2023 2 78 80 80 - - -
— Capilano substation upgrade project............ccoccveennnee. 2024 8 79 87 87 - - -
— Sperling substation (SPG) metalclad switchgear

replacement project .... 2024 3 51 54 54 - - -
— Site C project 2024 5,517 5,183 10,700 10,700 - - -

Total power generation and transmission ................. 7,940 5,857 13,797 13,773 - - 24

Other self-supported

Enhanced Care Coverage Program (ICBC)..................... 2022 29 65 94 94 - - -

Totalother ..........cooiiii 29 65 94 94 - - -

Total self-supported ..............c....co...... 7,969 5922 13,891 13,867 - - 24
Total $50 million projects ................... 12,544 21,574 34,118 27,964 950 1,771 3,433

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

3 The Seismic Mitigation Program consists of all spending to date on Phase 2 of the program and may include spending on projects greater than $50 million included in the
table above.

* Simon Fraser University and private donors contributed $26 million toward the project, and the university also contributed land valued at $10 million.

° Previously reported as Centre for Mental Health and Addictions.

® The concept plan for Phase 2 of the Burnaby Hospital Redevelopment has been approved. Financial information will be added to the table upon business case approval.
’ Formerly Hoffman's Bluff to Jade Mountain.

8 Pattullo Bridge forecasted to open to the public in 2023 with old bridge decommissioning to follow. Forecasted amount reflects total expenditures including capitalized and
expensed items.

° Kicking Horse Canyon Project costs exclude $11 million of past planning costs which are expensed.

10 Construction work on the South Fraser transmission relocation project is currently suspended pending the government's review of the George Massey Tunnel
replacement.

" The total cost represents the gross cost of the project and has not been netted for Federal Government contributions. The Federal Government's contribution amount is
dependent on the final actual project costs and what costs are eligible under the agreement.
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Table 1.12 2020/21 Provincial Debt'

Year-to-Date to June 30 Full Year
2020/21 Actual 2020/21 Actual
($ millions) Budget Actual Variance  2019/20 Budget Forecast Variance 2019/20
Taxpayer-supported debt
Provincial government
OPErating ....vuiviiiiie e - - - - - 8,220 8,220 -
Liquidity enhancement 2 ............c.oooiveeiieieeeeeee, - 5,255 5,255 - - = - -
Total provincial government .................cccccoeeveieiienennnn. - 5,255 5,255 - - 8,220 8,220 -
Other taxpayer-supported debt (mainly capital)
Education *
Post-secondary institutions .................coco 5,571 6,044 473 5,377 5,698 6,094 396 5,670
School districts ........ocouviiiiiii 9,138 10,479 1,341 8,903 9,437 10,516 1,079 9,775
Total education ............cccooieiiiiiiii 14,709 16,523 1,814 14,280 15,135 16,610 1,475 15,445
Health . ... 8,287 9,784 1,497 8,087 8,750 9,354 604 8,507
Highways and public transit
BC Transit .....ooviniiiiie e 80 81 1 71 108 104 (4) 65
BC Transportation Financing Authority ...................... 12,809 12,402 (407) 11,492 14,195 13,753 (442) 12,193
Port Mann Bridge .........coooiiiiiiiii 3,510 3,510 - 3,510 3,510 3,510 - 3,510
Public transit ..........cooviiiiii 542 870 328 870 542 870 328 870
SkyTrain extension .........ccoveiriiieiiiiieeee e, 714 1,021 307 1,021 714 1,021 307 1,021
Total highways and public transit ................................ 17,655 17,884 229 16,964 19,069 19,258 189 17,659
Other
BC Immigrant Investment Fund ....................o.coe, 42 45 3 69 30 47 17 45
BC Pavilion Corporation ............cccooiiiiiiiiiiiinininns 380 377 (3) 370 385 385 - 378
Provincial government general capital .... 3,082 3,702 620 2,363 3,584 3,701 117 3,133
Social housing *.......oooviiiiiieiie e 1,158 1,204 46 841 2,193 2,169 (24) 1,027
Other 5 e 35 60 25 47 56 58 2 35
Total other ..........ccoiiiiiii e 4,697 5,388 691 3,690 6,248 6,360 112 4,618
Total other taxpayer-supported ............................. 45,348 49,579 4,231 43,021 49,202 51,582 2,380 46,229
Total taxpayer-supported debt .................................. 45,348 54,834 9,486 43,021 49,202 59,802 10,600 46,229
Self-supported debt
Commercial Crown corporations
BC HYAIO ..o 23,508 24,001 493 22,392 24,357 24,379 22 23,238
BC Liquor Distribution Branch ................c.ccocoeiiiini, 291 211 (80) - 273 175 (98) 210
BC Lottery Corporation & ..........ccvvvioeeieieieeeeeee, 112 262 150 80 123 280 157 233
Columbia Power Corporation .............ccoveuviiieninnennnn, 276 271 (5) 276 271 270 (1) 276
Columbia Basin power projects " .................ceeeeeeennn. 1,387 1,369 (18) 1,404 1,368 1,365 (3) 1,387
Post-secondary institutions' subsidiaries .................... 388 504 116 388 388 504 116 504
Other oo 95 89 (6) 30 110 95 (15) 84
Total self-supported debt .......................coo 26,057 26,707 650 24,570 26,890 27,068 178 25,932
Forecast allowance ......................c., - - - - 300 1,000 700 -
Total provincial debt ...................................oo. 71,405 81,541 10,136 67,591 76,392 87,870 11,478 72,161

' Provincial debt is prepared in accordance with Generally Accepted Accounting Principles and presented consistent with the Debt Summary Report included in the Public Accounts.
Debt is shown net of sinking funds and unamortized discounts, excludes accrued interest, and includes non-guaranteed debt directly incurred by commercial Crown corporations and debt

guaranteed by the Province.

2 Liquidity enhancement represents the additional temporary borrowing undertaken during the COVID-19 crisis, beyond operating or capital needs, which is held in cash or cash

equivalents.

3 Includes debt and guarantees incurred by the government on behalf of school districts, universities, colleges, health authorities and hospital societies (SUCH), and debt directly

incurred by these entities.

4 Includes the BC Housing Management Commission and the Provincial Rental Housing Corporation.
5 Includes debt of other service delivery agencies, loan guarantees to agricultural producers, guarantees issued under economic development and home mortgage assistance programs

and loan guarantee provisions.

6 BC Lottery Corporation budget amounts did not include amounts for lease liabilities related to right of use assets (IFRS 16 Leases). At March 31, 2020, BC Lottery Corporation recorded

$53 million in lease liabilities.
7 Joint ventures of the Columbia Power Corporation and Columbia Basin Trust.
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Table 1.13 2020/21 Statement of Financial Position

Actual Year-to-Date Forecast
March 31, June 30, March 31,
($ millions) 2020 2020 2021
Financial assets
Cash and temporary iNVeStMENES ..........ooieiiiii e 3,985 9,124 5,081
Other fiNanCial @SSELS ........viriiie s 12,278 13,981 10,501
SINKING FUNAS ..o e 692 677 499
Investments in commercial Crown corporations:
Retained arnings ..o 6,515 7,617 7,407
Recoverable capital [08NS ..............cooouiiiiei e 24,768 25,563 25,845
31,283 33,180 33,252
48,238 56,962 49,333
Liabilities
Accounts payable and accrued liabilities ..............ooooviiiiii 11,497 10,981 12,546
DEfErred FEVENUE .....eeiie e e 10,576 11,200 11,634
Debt:
Taxpayer-supported debt ... 46,229 54,834 59,802
Self-supported debt ... ..o 25,932 26,707 27,068
FOrecast alloWanCe ...........c.oiuiiuiiiiii e - - 1,000
Total provincial debt ... 72,161 81,541 87,870
Add: debt offset by sinking funds ... 692 677 499
Less: guarantees and non-guaranteed debt ..............oooiiiiiiii (1,337) (1,327) (1,228)
Financial statement debt ..............ooiiiiiiiii e 71,516 80,891 87,141
93,589 103,072 111,321
Net labIlIIES ..........eeeii ittt (45,351) (46,110) (61,988)
Capital and other non-financial assets
Tangible capital @sSets ... 50,025 50,369 54,460
Other NON-fINANGIAI ASSES .........couueiiiie e 3,208 3,264 2,670
53,233 53,633 57,130
Accumulated surplus (deficit) ..o 7,882 7,523 (4,858)
Changes in Financial Position
Year-to-Date Forecast
June 30, March 31,
($ millions) 2020 2021
Deficit for the Period ......... ..o 1,128 12,792
Comprehensive INCOME (INCreaSsE) AECTEASE ............cvuuiiuneiieii it e e e e e e e e e e (769) (52)
Decrease in accumulated SUMPIUS ............ooiiiiiiii et 359 12,740
Capital and other non-financial asset changes:
Taxpayer-supported capital INVESIMENTS ..o 926 7,015
Less: amortization and other accounting changes ............c.ovuiiiiiiiiiieii e (582) (2,580)
Increase in net capital @SSeLS .. ... 344 4,435
Increase (decrease) in other non-financial @SSets .................ccoiiiiiiiiiiii i 56 (538)
Increase in capital and other Non-financial @SSELS ..............ccouuiiiiiiiiiiiiiei e, 400 3,897
Increase iN Net IADIIItIES ...............ccc.oeiieiie ettt et s e e et eennes e seaenenens 759 16,637
Investment and working capital changes:
Investment in commercial Crown corporations:
Increase in retained arNIiNGS ... ... e 1,102 892
Self-supported capital INVESIMENTS ... ... e 727 3,372
Less: loan repayments and other accounting Changes ...............cccouvevueiiniiiiieiieeiieeeeiieeeei 68 (2,295)
Increase in investment in commercial Crown corporations ..............ccooiiiiiiiiiiiiiii e 1,897 1,969
Increase in cash and temporary iINVeStMENtS ... ..o 5,139 1,096
Increase (decrease) in other working Capital.............o.ouiiinii i 1,580 (4,077)
Increase (decrease) in Investment and working capital ...........................cccoociiiii 8,616 (1,012)
Increase in financial statementdebt ........... ... 9,375 15,625
Decrease in sinking fund debt ......... ..o 15 193
Decrease in guarantees and non-guaranteed debt .................ccooii it (10) (109)
Increase in total provincial debt ... 9,380 15,709
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Table 1.14 Material Assumptions — Revenue

Budget | Updated
Revenue Source and Assumptions Estimate | Forecast
($ millions unless otherwise specified) 2020/21 | 2020/21 2020/21 Sensitivities
Personal income tax * 11,771 10,793
Current calendar year assumptions
Household income growth ............cccoiiiiiiiiiiicnced 3.8% -3.3%|+/- 1 percentage point change in
Compensation of employees growth 4.0% -6.4%(2020 B.C. household income growth
Tax base growth 3.8% -4.0%|equals +/- $105 to $115 million
Average tax yYield ........coccoviiiiiniiee e 5.92% 5.82%
CUIreNt-year taX ........cccoviiriiiierie et 11,289 10,262
Prior year's tax assessments ... 520 520
Unapplied taxes .. 90 100
B.C. Tax Reduction ..........cccoeoeenineiiinenicc e (170) (190)
Non-refundable B.C. tax credits (94) (94)
Policy neutral elasticity ** 1.2 1.3 [+/- 0.5 change in 2020 B.C.
Fiscal year assumptions policy neutral elasticity
Prior-year adjustment ..o - 134 |equals -/+ $200 to $210 million
2019 Tax-year 2019 Assumptions
Household income growth ............c.cccooiiiiiiiiiiiiens 4.4% 4.5%|+/- 1 percentage point change in 2019
Tax base growth 4.8% 4.8%|B.C. household or taxable income
Average 2019 tax yield 5.75% 5.75%|growth equals +/- $100 to $120
2019 tax 10,572 10,572 |million one-time effect
2018 & prior year's tax assessments 510 510 |(prior-year adjustment)
Unapplied taXes .......occeriiiiieniieieet et 90 100 |and could result in an
B.C. Tax Reduction ...........cccoiiiiiiiiiiiccice (166) (166)|additional +/- $120 to $140 million
Non-refundable B.C. tax credits (94) (94)|base change in 2020/21
Policy neutral elasticity ** 1.3 1.3

* Reflects information as at August 14, 2020

** Per cent growth in current year tax revenue (excluding policy measures) relative to per cent growth in household income (calendar year).

Corporate income tax * 4,739 3,595

Components of revenue (fiscal year)
Instalments — subject to general rate .........................] 4,600 3,542
Instalments — subject to small business rate ................ 281 217
Non-refundable B.C. tax credits ..........c.cocoeeveveerrrererennnns ) (145) (132)
Advance instalments 4,736 3,627
Prior-year settlement payment 3 (32)

Current calendar year assumptions
National tax base ($ billions) ..........ccoecvvrerrieciniinnnne] 365.9 295.4 |+/- 1% change in the 2020
B.C. instalment share of national tax base ..................... 14.2% 14.1%|national tax base equals
Effective tax rates (general/small business) 12.0/2.0 | 12.0/2.0 [+/- $20 to $40 million
Share of the B.C. tax base subject to

small businessrate ...............ooooi 26.9% 26.9%|+/- 1 percentage point change in the

B.C. tax base growth (post federal measures) ................ 3.9% -7.8%|2020 small business share equals
B.C. net operating surplus growth ............ccccovevinncennn 2.0% -18.6%|-/+ $40 to $60 million

2019 Tax-year 2019 Assumptions
B.C. tax base growth (post federal measures) ................ -4.5% -4.5%
Share of the B.C. tax base subject to

small business rate ............coooiiiiiiiin 27.4% 27.4%|+/- 1% change in the 2019 B.C. tax base

B.C. net operating surplus growth ... -8.8% -6.7%| equals +/- $40 to $50 million one-time effect
Gross 2019 tax 4,638 4,638 |(prior-year adjustment) and could result in an
Prior-year settlement payment . 3 (32)|additional instalments payments of
Prior years losses/gains (included in above) ................... (50) (100)|+/- $60 to $80 million in 2020/21
Non-refundable B.C. tax credits (137) (122)

* Reflects information as at August 21, 2020.

Net cash received from the federal government and cash refunds under the International Business Activity Act (phasing out) are used as the basis for estimating
revenue. Due to lags in the federal collection and instalment systems, changes to the B.C. net operating surplus and tax base forecasts affect revenue

in the succeeding year. The 2020/21 instalments from the federal government reflects two-third of payments related to the 2020 tax year

(paid during Apr-July 2020 and adjusted in Sept and Dec) and one-third of 2021 payments. Instalments for the 2020 (2021) tax year are based on

B.C.'s share of the national tax base for the 2019 (2020) tax year and a forecast of the 2020 (2021) national tax base. B.C.'s share of the 2018

national tax base was 14.2%, based on tax assessments as of December 31, 2019. Cash adjustments for any under/over payments from the

federal government in respect of 2019 will be received/paid on March 31, 2021.
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UprpATED 2020/21 FINANCIAL FORECAST

Table 1.14 Material Assumptions — Revenue (continued)

*Carbon tax rate increase scheduled for April 1, 2020 at
Components of revenue

Budget | Updated
Revenue Source and Assumptions Estimate | Forecast
($ millions unless otherwise specified) 2020/21 2020/21 2020/21 Sensitivities
Employer health tax 1,924 1,776
Compensation of employees growth ...........cccoceveeeneenen. 4.0% -6.4%|+/- 1 percentage point change in the
2020 compensation of employees
growth equals up to +/- $20 million
Provincial sales tax 7,905 6,881

Provincial sales tax base growth (fiscal year) ................ 3.7% -6.8%|+/- 1 percentage point change in the

Calendar Year nominal expenditure 2020 consumer expenditure growth
Consumer expenditures on durable goods ........ 1.7% -19.5%|equals up to +/- $25 million
Consumer expenditures on goods and services . 4.5% -6.7%

Business investment ... 4.1% -10.7%
OFNEI e 3.2% -7.8%

Components of Provincial sales tax revenue +/- 1 percentage point change in the
Consolidated Revenue Fund .............cccocoeeviiiieeeiiieeeeee, 7,895 6,871 |2020 business investment growth
BC Transportation Financing Authority .............ccccceeueee. 10 10 |equals up to +/- $10 million

Fuel and carbon taxes 2,978 2,509

Calendar Year
REAI GDP ... 2.0% -6.7%

Gasoline volumes .. 0.0% -6.0%
Diesel volumes ...... 2.0% -4.0%
Natural gas VOIUMES ..........ccceeeiiiiiniiniieec e 2.0% -12.0%

Carbon tax rates *

Carbon dioxide equivalent emissions ($/tonne) .............. 45 40
Natural gas (cents/gigajoule) ............ccoeevveieiniiinenn..l 223.47¢ 198.64¢
Gasoline (cents/litre) ...............ooooiiiiiiiii 9.96¢ 8.89¢
Light fuel oil (cents/litre) .........c...cooviiiiiiiiniii, 11.71¢ 10.23¢

Budget 2020 is now delayed to April 1, 2021.

*Additional tax rate is 20%

Consolidated Revenue Fund .............coceiiiiiiiiiniiee 543 501
BC TransSit .....cccooeiiiiiiiiieeieeeeeeee e 20 18
BC Transportation Financing Authority ............cccccvcvennene 461 430

1,024 949

Carbon tax reveNUE ...........c.ceeiiviiiiiiiiiiieieieeeeeans 1,954 1,560

Property taxes 3,026 2,332

Calendar Year
Consumer Price INdeX ........ccovcvvriiiiiniiiiiieiiecieceseee 2.2% 0.9%] +/- 1 percentage point change in
Housing starts (UNits) ..........ccccieiiiiiiiiiicce 35,021 34,000 [2020 new construction & inflation
Home owner grants (fiscal year) ..........cc.ccccooviiiinnnn. 848 870 |growth equals up to +/- $20 million in

Components of revenue residential property taxation revenue
Residential (net of home owner grants) .......................... 1,170 1,134
Speculation and vacanCy .........ccccoeeeieeiieiienieneeeee 185 80
Non-residential ...........cccceeiiiiiiiiiie e 1,334 762 | +/- 1% change in 2020 total
Rural area .... 125 129 |business property assessment
Police ....ccvvviiiiiiiiiies 34 37 |value equals up to +/- $20 million
BC Assessment Authority 96 99 |in non-residential property
BC Transit .........ccceevene 82 91 |taxation revenue

Other taxes 3,001 2,706

Calendar Year
Population .........cccoiiiiiiiii 1.4% 1.4%

Residential sales value ...............cccoccoiviiiiiiiiiiiiciin 4.6% -9.6%
REAI GDP ... 2.0% -6.7%
NOMINAl GDP ..o 3.9% -6.5%

Components of revenue +/- 1% change to 2020 residential
Property transfer ... 1,586 1,271 |sales value equals +/- $15 million
Additional Property Transfer Tax (included in above)* ... 123 109 |in property transfer revenue,
TODACCO ..o 755 730 |depending on property values
INSUranNCe Premium .......oceevierieneeieneeeeeeee e 660 705
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Table 1.14 Material Assumptions — Revenue (continued)

Budget Updated
Revenue Source and Assumptions Estimate | Forecast
($ millions unless otherwise specified) 2020/21 2020/21 2020/21 Sensitivities
Energy, sales of Crown land tenures,
metals, minerals and other * 838 571
Natural gas price +/- $0.25 change in the natural gas price equals
Plant inlet, $C/gigajoule ............ccoooiiiiiiiiiiiiieiies 0.62 0.86 |+/- $30 to $40 million,including impacts on production volumes
Sumas, SUS/MMBLU .........coovviiieiiiiiieieceieenn 1.96 1.55 |and royalty program credits, but excluding any changes from
Natural gas production volumes natural gas liquids revenue (e.g. butane, pentanes)
Billions of cubic metres ..........cccovvoeiiiiiiiiiccceeeen 56.3 53.3 |Sensitivities can also vary significantly at different price levels
Petajoules ..o 2,343 2,218 |+/- 1% change in natural gas volumes equals +/- $2 million
Annual per cent change .............cooveiiiieiiiiiiiiaeenns 71% -1.0%|in natural gas royalties
+/- 1 cent change in the exchange rate equals +/- less than
Oil price ($US/bbl at Cushing, OK) ..........covveeeveirirnnnnn. 61.13 37.40 |$1 million in natural gas royalties
+/- $10/bbl change in petroleum price equals +/- $7 million
Auctioned land base (000 hectares) ................ccocuvvennnn, 25 - in petroleum royalties
Average bid price/hectare ($) ........cccovvviieiiiiiiiieinennnn. 350 - +/- 27% change in natural gas liquids (equivalent to +/- $10/bbl
Cash sales of Crown land tenures ................cccceevnenne. 9 - |oil price) prices equals +/- $28 million in natural gas
Metallurgical coal price ($US/tonne, fob Australia) ......... 155 127 [liquids royalties
Copper Price (SUS/ID) ...c.ooviueiririeiciireieeeseiee e 2.81 2.62 |+/- US$20 change in the average metallurgical coal price
Annual electricity volumes set by treaty ....................... 3.8 3.8 |equals +/- $50 to $80 million
(million mega-watt hours)
Mid-Columbia electricity price ............ccocoeeviiiiiiiiininnn. 33.93 26.45 [+/- 10% change in the average Mid-Columbia electricity price
($US/mega-watt hour) equals +/- $15 million
Exchange rate (US cents/$C, calendar year) ................ 76.3 73.3
Components of revenue
Bonus bid auctions: Based on a recommendation
Deferred revenue .................. 115 115 |from the Auditor General to be
Current-year cash (one-tenth) . 1 - consistent with generally
Feesandrentals .................... 52 50 |accepted accounting principles,
Total bonus bids, feesandrentals ............................l 168 165 |bonus bid revenue recognition
Natural gas royalties after deductions and allowances ... 207 94 |reflects ten-year deferral of
Petroleum royalties ...............ccoooiiiii 44 18 |cash receipts from the sale of
Columbia River Treaty electricity sales ......................| 153 119 |Crown land tenures
Oil and Gas Commission fees and levies .................... 72 65
Coal, metals and other minerals revenue:
Coal tenUIeS .......ouniiiiiiici e 8 8
Net coal mineral tax ..............oooeiiiiininis 90 19
Net metals and other minerals tax ........................... 41 28
Recoveries relating to revenue sharing payments
to First Nations .........cccocoviiiiiiiiii 38 38
Miscellaneous mining revenue ...................c..ocoeeeeee. 17 17
Total coal, metals and other minerals revenue ............. 194 110
Gross royalties prior to deductions and allowances
Gross natural gas revenue .............cccoeeeveeiieiniennnnn. 170 215
Gross natural gas liquids royalties revenue .................... 510 308
Royalty programs and infrastructure credits
Deep drilling ......oeeeeeie e (267) (243)
Road, pipeline, Clean Growth Infrastructure Royalty
and other infrastructure programs (76) (76)
TOtAl e (343) (319)
Implicit average natural gas royalty rate ...................... 14.3% 5.0%

Royalty program (marginal, low productivity and ultra marginal drilling) adjustments reflect reduced royalty rates.
Natural gas royalties incorporate royalty programs and Treasury Board approved infrastructure credits.

* Reflects information as at August 5, 2020
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UprpATED 2020/21 FINANCIAL FORECAST

Table 1.14 Material Assumptions — Revenue (continued)

Budget Updated

Revenue Source and Assumptions Estimate | Forecast
($ millions unless otherwise specified) 2020/21 2020/21 2020/21 Sensitivities
Forests * 867 897
Prices (calendar year average) +/- US$50 change in SPF
SPF 2x4 ($US/thousand board feet) ....................u..... 380 410 |price equals +/- $125 to $150 million
Pulp ($US/tonne) 815 834 [+/- US$50 change in pulp price
Coastal log ($Cdn/cubic metre); equals +/-$5 to $10 million
Vancouver Log Market ............ccocoiiiiiiiiiinn, 120 137 [+/- Cdn$10 change in average
log price equals +/-$20 to
Crown harvest volumes (million cubic metres) $30 million
INEEIIOT e 35.0 33.5 |+/- 10% change in Interior
C0@SE ..t 11.0 10.5 |harvest volumes equals
TOtal e 46.0 44.0 |+/- $60 to $70 million
B.C. Timber Sales (included in above) ....................... 10.5 10.5 |+/- 10% change in Coastal
harvest volumes equals
Stumpage rates ($Cdn/cubic metre) +/- $10 to $20 million
Total stumpage rates ..........c.oeeviiiiiiiiiiiiiee 16.83 18.52| +/- 1 cent change in
exchange rate equals
Components of revenue +/- $20 to $25 million in
Timber tenures (net of revenue sharing recoveries) ...... 394 438 |stumpage revenue
Recoveries relating to tenures stumpage revenue
sharing payments to First Nations ...........................] 40 40
B.C. Timber Sales ...........cccooviiiiiiiiiiiiiicccee ] 361 362 | The above sensitivities relate
LOGiNg taX ....vueeieiiiei e 30 15 |to stumpage revenue only.
Other CRF revenue .. 21 21
Other reCoOVENesS .......ovuieiiiii i 21 21
* Reflects information as at August 6, 2020
Other natural resources 444 437
Components of revenue
Water rental and licences™ ............coveviiiiiiiiiiininnennns 375 368
RECOVENES ... 46 46
Angling and hunting permits and licences . 10 10
RECOVENES .. .o 13 13

* Water rentals for power purposes are indexed to Consumer Price Index.

Total natural resource recoveries relating to Revenue sharing from natural gas royalties,
revenue sharing payments to First Nations 80 80 |mineral tax and forest stumpage revenues.
Other revenue 9,712 8,715

Components of revenue
Fees and licences

Motor vehicle licences and permits ........................} 586 571
International student health fees ..........cccoccvviiiiinnnn 70 40
Other Consolidated Revenue Fund .............ccccccueee... 447 444
Summary consolidation eliminations ..............c............| (16) (14)
Other reCOVEries .........ocovveeeeereeeeenn 110 110
Taxpayer-supported Crown corporations .. 149 125
Post-secondary education fees .............. N 2,578 2,223
Other healthcare-related fees ...............ccocoviiiinnnn. 439 446
SChOOI DISFICES ...t 304 174
Investment earnings
Consolidated Revenue Fund 108 110
Fiscal agency loans & sinking funds earnings . 926 886
Summary consolidation eliminations ............ 47) (42)
Taxpayer-supported Crown corporations .. 36 33
SUCH Sector agencCies .........ccoceveeveeeeneeeneeseesieseeenns] 224 224
Sales of goods and services
SUCH Sector agencCies .........ccvveveerieeiieineenieneeneennn] 935 606
BC Infrastructure Benefits INC .........cccoceevveiievicenieeen, 73 67
Other taxpayer-supported Crown corporations .........../| 227 156
MiSCEIANEOUS ...t 2,563 2,556
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Table 1.14 Material Assumptions — Revenue (continued)

Budget Updated
Revenue Source and Assumptions Estimate | Forecast
($ millions unless otherwise specified) 2020/21 2020/21 2020/21 Sensitivities
Health and social transfers 7,683 7,681
National Cash Transfers
Canada Health Transfer (CHT) .......ccooevviiiiiiciiiiee 41,870 41,870
Annual growth ........cccoeieeiiiiieeeeee e 3.7% 3.7%
Canada Social Transfer (CST) ......ccccoeverviinecrcniee, 15,023 15,023
B.C.'s share of national population (June 1) ................ 13.503%| 13.501%]+/- 0.1 percentage point change in
B.C.'s population share equals
B.C. health and social transfers revenue +/- $57 million
CHT s 5,654 5,653
(025 RSP PRRSY 2,029 2,028
Other federal contributions 2,280 4,636
Components of revenue
COVID-19 related funding:
Safe Restart Agreement .........cccocoviiiiiiiiiniieiieee 1,963
COVID-19 Essential Workers Support Fund ...............] 371
Financial Assistance Agreement to Support Closure
and Restoration of Oil and Gas
Sites in British CoIUMDIA ............ccovververiererirriienieens 42
LI ] €= LSRR — 2,376
Disaster Financial Arrangements.............cccccevvieiennn. 80 68
B.C.'s share of the federal cannabis excise tax 50 25
Low Carbon Economy Leadership Fund. . 16 16
Other Consolidated Revenue Fund ...........ccccoceeoiiincnnnne 145 152
Vote Recoveries:
Labour Market Development Agreement .................... 329 329
Labour Market and Skills Training Program . 124 124
Home Care ......coooeeviiiiiiiii 88 88
Mental Health . 81 81
Low Carbon Economy Leadership Fund .................. 15 15
Early Childhood Development and
Child Care ServiCes ........cccoeeiriniriicieneeeieeeeeend 41 41
Child Safety, Family Support, Children
in Care and with special needs ..........ccccccoeeveeiieenenne 75 75
Policing and Security ..........cccoovevviieiiiiiiceee e 9 9
PUbIlic Transit .......ccccocveiiiee e 46 46
Local government services and transfers . 159 159
Other reCoVEres .......ccceevvveeeiiieeiiieeees 125 125
Taxpayer-supported Crown corporations... 260 284
Post-secondary institutions ................. . 525 509
Other SUCH sector agencies .........cccceeveveeneieieienieenieens 112 114
Service delivery agency direct revenue 8,182 7,223
School districtS .......ocovviiiii 724 587
Post-secondary institutions ... 4,480 3,791
Health authorities and hospital societies ..................... 1,214 1,238
BC Transportation Financing Authority ....................... 565 548
Other service delivery agencies ...........cccecvevceicieecneanen. 1,199 1,059
Commercial Crown corporation net income 3,417 2,484
BCHydro ... 712 712
Reservoir water inflows ...............coocoiiiiiiiii 100% 106%|+/-1% in hydro generation, equals +/- $3 million
Mean gas PriCe ..........cceoviuiiiiiiii i 2.16 2.38 |+/-10% equals +/-$0.4 million

(Sumas, $US/MMbtu — BC Hydro forecast based on NYMEX forward selling prices)

Electricity priCes ......c.covvviiiiiiiiiiii ] 27.67 24.08 [+/-10% change in electricity/gas trade
(Mid-C, $US/MWh) income equals +/-$20 million

ICBC ... 86 86

Vehicle growth ... +1.3% -1.1%[+/-1% equals +/-$64 million

Current claims cost percentage change . +13.4% 2.6%|+/-1% equals -/+$49 million

Unpaid claims balance ($ billions) ...... 16.1 15.7|+/-1% equals -/+$157 to $160 million

Investment return ... 2.5% 2.1%|+/-1% return equals +/-$184 to $187 million

LOSS Fati0 ..o 89.0% 82.2%

FirsT QUARTERLY REPORT 2020/21

| 39



UprpATED 2020/21 FINANCIAL FORECAST

Table 1.15 Material Assumptions — Expense

Budget | Updated
Ministry Programs and Assumptions Estimate | Forecast
($ millions unless otherwise specified) 2020/21 2020/21 2020/21 Sensitivities
Advanced Education, Skills and Training ...... 2,366 2,366

Student spaces in public institutions ..............] 203,575 | 203,575 |Student enrolments may fluctuate due to a number of factors
including economic changes, labour market needs and impact of
COVID-related changes to delivery models and institutional
protocols. Current year forecast to be updated at Q3 to align with
PSI reporting, consistent with past practice.

Attorney General ...................coooiiiiiiiiinnn. 652 652

New cases filed/processed ..............cccccc......] 240,000 240,000 | The number of criminal cases proceeded on by the provincial and

(# for all courts) federal Crown (including appeals to higher courts in BC), the number
of civil and family litigation cases, the number of violation tickets
disputed, and the number of municipal bylaw tickets disputed which
would go to court for resolution.

Crown Proceeding Act (CPA) .............c........ 25 25 |The number of new cases, and the difference between estimated
settlements and actual settlements.
Children and Family Development ................ 2,228 2,228

Average children-in-care 5912 5,912 | The average number of children-in-care is decreasing as a result of

caseload (#) ministry efforts to keep children in family settings where safe and

Average annual residential .......................... 83211 83211 feasible. The average cost per child in care is projected to increase

cost per child in care ($) ' ' based on the higher cost of contracted residential services and an
increasing acuity of need for children in care. A 1% increase in the
cost per case or a 1% increase in the average caseload will affect
expenditures by $2.4 million (excluding Delegated Aboriginal
Agencies).
Education ... 6,697 6,697
Public School Enrolment (# of FTES) .............] 570,113 569,992 Updated forecast enrolment figures are based on submissions from
SCh00! 8gE (K=12) w.eeoeeveeeeeeeeeeeeereeeeeeereeeeee 547 661 547 540 |school districts of their actual enrolment as at September 30, 2019
Continuing Education 1115 1115 for the 2019/20 school year and projected enrolment for February
- L ' ' and May 2020 for Distributed Learning and Adults. Projections for
Distributed Learning (onling) .............cccccuuve.. 11,177 11,177 o )
Istribu ing (online) 2020/21 to 2022/23 are based on the Ministry of Education’s
Summer 7,219 7,279 enrolment forecasting model
AQUIS oo 2,881 2,881 g '
Forests, Lands, Natural Resource
Operations and Rural Development ........... 844 920

BC Timber Sales .......ceevveeriiieniiieacienn 219 219 |Targets can be impacted by changes to actual inventory costs
incurred. There is a lag of approximately 1.5 years between when
inventory costs are incurred and when they are expensed. Volume
harvested can also impact targets. For example, if volume harvested
is less than projected in any year, then capitalized expenses will also
be reduced in that year.

Fire Management .............cccceeveeueeeeeeeeens. ] 136 212 |Costs are driven by length of season and severity of weather
conditions, severity of fires, proportion of interface fires and size of
fires.

Health 22,190 22,190

Pharmacare ..........ccooooiiiiiiiiiiiiiien 1,411 1,411 |A 1% increase in volume of services provided by fee-for-service
physicians affects costs by approximately $25 million.

Medical Services Plan (MSP) ...........cooooovvo. 5,243 5,243 A 1% increase in volume of services provided by fee-for-service
physicians affects costs by approximately $25 million.

Regional Services ...........cooeviiiiiiiiiiiiiiin, 15,233 15,233
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Table 1.15 Material Assumptions — Expense (continued)

Budget | Updated
Ministry Programs and Assumptions Estimate | Forecast
($ millions unless otherwise specified) 2020/21 | 2020/21 2020/21 Sensitivities
Public Safety and Solicitor General ................. 852 946

Policing, Victim Services and Corrections ........| 702 702 |Policing, Victim Services and Corrections costs are sensitive to the
volume and severity of criminal activity, the number of inmate beds
occupied and the number of offenders under community
supervision.

Emergency Program AC (EPA) .................. 37 131 For authorized expenditures under the EPA, including those for
further disasters, and the difference between initial estimates for
disaster response and recovery costs and final project costs. In
2020/21, the projected EPA expenditures are based on forecasts as
of June 30, 2020.

Social Development and Poverty Reduction .. 3,683 3,683
Temporary Assistance ............ccccoeveveienien.] 43,900 63,596 . ” . .
porary The expected to work caseload is sensitive to fluctuations in
annual average caseload (#) ) .

economic and employment trends. Costs are driven by changes to
cost per case and caseload. Cost per case fluctuations result from
changes in the needed supports required by clients, as well as
caseload composition.

Disability Assistance .................ccccccceeeeenn.. 112.700 116.005 The caseload for persons with disabilities is sensitive to the aging of
the population and longer life expectancy for individuals with

annual average caseload (#
ualaverag #) disabilities. Cost per case fluctuations are driven primarily by
earnings exemptions which is dependent on the level of income
earned by clients.
Adult Community Living:
Developmental Disabilities Programs
Av P | 1SapitH 9 21 2162 The adult community living caseload is sensitive to an aging
verage caseload (#) ... 630 620 population and to the level of service required. Cost per case
Average cost per client ($) ................ccoeeee 48,400 51,900 |fluctuations are driven by the proportion of clients receiving certain
Personal Supports Initiative (PSI) types of services at differing costs. For example, residential care
Average caseload (#) ......ocovrrrerrrrnn] 2360 2 390 |services are significantly more costly than day programs.
Average cost per client ($) ............cco.ceee 15,400 16,100

—
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Table 1.15 Material Assumptions — Expense (continued)

Budget | Updated
Ministry Programs and Assumptions Estimate | Forecast
($ millions unless otherwise specified) 2020/21 2020/21 2020/21 Sensitivities
Tax Transfers ...........ccocooiiiiiiiiiiii 1,686 2,100
INAIVIAUAIS ... 702.0 1,217.0
Climate Action Tax Credit .........ccccceevveiiennns 302.0 802.0 |These tax transfers are now expensed as
BC Child Opportunity Benefit* ....................] 255.0 255.0 |required under generally accepted accounting
SalES TaX ..o 50.0 65.0 |principles.
Small Business Venture Capital .....................| 30.0 30.0
BC Senior's Home Renovation .......................] 2.0 2.0
Other tax transfers to individuals ....................] 63.0 63.0
Corporations ..........cceecvieeeiiiieee e 984.0 883.0
Film and Television ..........cccccvviiiiiiiiineineenn. 100.0 97.5
Production Services .... 695.3 542.7
Scientific Research & Experimental
Development ..., 76.0 119.8
Interactive Digital Media ............ccccoevveernnnnen. 70.0 70.0
Mining Exploration ............ccocciniiniiininninnn] 20.0 30.0
Other tax transfers to corporations .................] 227 23.0
Prior-year adjustment (included above)*™ ......... 16.0
INAIVIAUAIS ... -
Corporations .. 16.0 |Changes in 2019 tax transfers will result in
one-time effect (prior-year adjustment) and
2019 Tax-year 2019 Assumptions |could result in an additional base change
Tax Transfers .........cooeeeiiiiiiiiiiiiiieeeeen 1,434.0 1,465.0 [in 2020/21. Production services tax credit is
INAIVIAUAIS ... 527.0 527.0 |the most volatile of all tax transfers and is
Corporations .........ccccoveiiinciiicicceen 907.0 938.0 |influenced by several factors including delay
Film and Television 100.0 110.0 |in filing returns and assessment of claims,
Production Services 624.0 610.0 |length of projects and changes in the
Scientific Research & Experimental exchange rates.
Development ..........cccooviiiiiiiiiceeeeee, 70.0 90.0
Interactive Digital Media ................ 70.0 75.0
Other tax transfers to corporations ............., 43.0 53.0
* Effective October 1, 2020 the BC Child Opportunity Benefit will be combined with Early Childhood Tax Benefit into a single benefit.
**2020/21 tax transfer forecast incorporates adjustments relating to prior years.
Management of Public Funds and Debt ........| 1,197 1,280
Interest rates for new provincial borrowing: Full year impact on MoPD on interest costs of a 1% change in
Short-term ... 1.52% 0.32%|interest rates equals $47.7 million;
Long-term .......ccoooviiiiiiiii 2.69% 2.17%|$100 million increase in debt level equals $1.7 million.
CDN/US exchange rate (cents) ....................| 131.4 136.6
Service delivery agency net spending ........... 8,029 7,684
School districts ...ovvvneeeei 576 502 |Expenses, net of Provincial funding. These are mainly funded
Post-secondary institutions 4,233 4,086 through revenue from other sources.
Health authorities and hospital societies ......... 963 990
BC Transportation Financing Authority ........... 1,444 1,398
BC Infrastructure Benefits Inc 73 68
Other service delivery agencies .... 740 640
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Appendix A: Description of Measures

Pandemic Contingencies Spending Measures

Health care (over $1 billion): Funding related to health related COVID-19 response
measures includes:

Increased lab testing, including the establishment of over 80 separate testing sites to
help avoid the transmission of COVID-19 within existing health care settings;

Additional funding for long-term care and assisted living facilities, including
addressing increased COVID-19 related costs, implementing single-site work orders to
help prevent the spread of disease between facilities, and hiring of up to three full-time
equivalent staff at each of the 584 facilities;

Prevention and contact tracing measures, including plans to hire 500 contact tracers
between September 2020 and March 2021 to help with the projected rise in cases of
COVID-19;

Health related costs wrap-around support services for those that were living in unsafe
decampments who have been moved to temporary housing;

Free parking at health authority sites to remove barriers to anyone who needed access
and reduce the burden on health care workers; and

Other increased operating costs including personal protective equipment, accelerating
rescheduled surgeries, and increased staffing across the health spectrum from general
screening staff at health facility entrances to specialist physicians and nurses, and staff
within the BC Center for Disease Control.

Mental health and addictions support ($21 million): Funding includes mental health
supports such as expanded virtual mental health supports including free online, video
and phone-based skills-building for seniors, adults and youth and a Mobile Response
Team to support the mental well-being and psychological safety of front-line health-care
workers. In addition, this includes a number of addiction support services such as:

Opioid response and addictions supports including funding for supportive recovery
providers, and youth substance use treatment services;

Youth supports provided through Foundry and Foundry Virtual which offer health
and wellness resources, services and supports online and through integrated service
centres;

Scaling up existing overdose prevention services and adding new outreach teams

to further help prevent overdose deaths, including opening 17 new supervised
consumption services and 12 new inhalation services in communities that have been
hit the hardest by the overdose crisis;

Funding to hire 42 new full-time registered nurses, psychiatric nurses, social workers
and peer support workers for 14 interdisciplinary outreach teams across the province;

The Lifeguard application, which supports individuals with addictions with a means
to call emergency services if they become unresponsive while using substances; and

Rapid Access to Consultative Expertise Line to support first responders with overdose
health emergencies physicians treating patients with substance use disorders.
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Child care services ($254 million): Temporary emergency funding provided from April
to August to ensure child care spaces remained available for essential service workers and
to provide financial relief and preserve spaces for parents during any temporary closures.
Licensed child care providers that stayed open received funding to keep operations going.
These centres were eligible to receive seven times their average monthly funding from
government which is expected to cover approximately 75 per cent of a group facility’s
average monthly operating expenses. Licensed child care providers that closed were
eligible to receive two times their average monthly government funding which is expected
to cover approximately 20 per cent of an average group facility’s monthly operating
expenses.

Temporary housing, meal and health supports for vulnerable populations

(8158 million): Spaces at hotels, motels and community centres are assisting a range

of people, including people experiencing homelessness, to self-isolate and follow health
orders as well as receive food and support services. In addition to funding for these
supports, the Province has made capital investments (approximately $111 million)

to purchase hotels to help move people living in unsafe, dense encampments at
Oppenheimer Park, Pandora Avenue and Topaz Park into safe spaces. Nearly 3,300 leased
spaces are currently secured at sites throughout B.C.’s health regions to enable safe
physical distancing in homeless shelters and help people self-isolate, with close to

300 spaces in communities secured for people leaving violent or unstable situations.

Essential services for adults with developmental disabilities and for vulnerable
children and youth ($56 million): Funding to ensure continuity of services for adults
with developmental disabilities receiving care from Community Living BC. Funding
will provide a range of supports for children and youth that access provincial supports,
including: $225 per month for eligible B.C. families with children with special needs to
September 30, 2020, continuing existing care-giver arrangements for youth aging out
of foster care, and extending the maximum duration of Agreements with Young Adults
program beyond 48 months. Other essential service supports include funding to facilitate
virtual court proceedings and accelerate the resolution of family law matters, supports
for victim services, and COVID-19 related public awareness campaigns to communicate
health and safety information.

K-12 Education — Return to School Funding ($46 million): Funding to support and
ensure the health and safety of students and staff in the K-12 education sector, including
school districts and independent schools, to restart in the fall. This investment will
ensure the increased cleaning of high-contact surfaces, increased number of hand-hygiene
stations and the availability of masks upon request, among other safety measures.

B.C. Emergency Benefit for Workers (3900 million): Provides a one-time, tax-free
$1,000 payment to British Columbians who are losing income because of COVID-19.
B.C. residents who lost their employment or self-employment income for reasons related
to COVID-19 on or after March 1 and that are eligible for the Canada Emergency
Response Benefit (CERB) are eligible for the B.C. Emergency Benefit for Workers.

Over 600,000 British Columbians to date have received the benefit.
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Crisis Supplement and Supports for Income and Disability Assistance Clients
(8685 million): Temporary supplement of $300 per month for income and disability
assistance clients, including low-income seniors receiving the Seniors Supplement,
from April through December. This new emergency funding was put in place to ensure
that those in greatest need do not encounter additional barriers while some service
organizations closed or reduced service hours during the pandemic, and to help cover
the increased costs of food and shelter. Over 200,000 people, including clients and their
families, have benefited from the crisis supplement. Other measures include increased
funding for the transportation supplement and temporary earning exemptions related
to federal support measures such as the Canada Emergency Response Benefit (CERB)
to ensure that provincial supports are not reduced due to these supports.

Temporary Rental Supplement ($149 million): A new temporary rental supplement

of $500 per month for eligible households with dependents and $300 per month for
eligible households with no dependents. The rental supplement is available for the
months of April through to August on a per-household basis for low-to-middle income
households where the income has been affected by COVID-19. Over 81,000 applications
have been approved for the supplement to date.

Canada Emergency Commercial Rent Assistance Program ($79 million): A federal-
provincial cost share program that provides forgivable loans to qualifying commercial
property owners to cover 50 per cent of monthly rent payments that are payable by
eligible small business tenants who are experiencing financial hardship during April,
May, June and July. The loans will be forgiven if the mortgaged property owner agrees
to reduce the small business tenants’ rent by at least 75 per cent under a rent forgiveness
agreement, which will include a term not to evict the tenant while the agreement is in
place. The small business tenant would cover the remainder, up to 25 per cent of the
rent.

Emergency financial relief for businesses/sectors (over $70 million): Targeted funding
to support businesses, non-profit organizations and sectors which includes:

* Emergency funding to support the continued care of animals in major facilities,
tourism attractions, and refuge and re-habitation centres that have reduced their
operations due to COVID-19;

e Financial relief and recovery for the agriculture sector, as well as temporary
accommodations for domestic migrant farm workers to support self-isolation and

reduce the spread of COVID-19;

* Support for park operators to prepare B.C. parks for reopening and to implement a
day use reservation system for 12 high-use parks;

* Financial relief to Community Destination Marketing Organizations to offset
Municipal Regional District Tax (MRDT) revenue loss and to support local recovery
efforts;

* Support for the domestic film and television industry to support restart and recovery
and maintain B.C.’s competitive motion picture sector;

* Financial relief to Local Sport Organizations (LSOs) to support their administration
and operational needs to help restart in sports; and

e Financial relief for B.C. Pavilion Corporation to maintain operations during
prolonged closures of major events.
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Statutory Spending, Tax and Other Relief Measures

Reduced school tax for commercial properties for the 2020 calendar year

(8714 million for calendar year 2020, or $566 million for fiscal 2020/21): Reduced
the school property tax rate for commercial properties (property classes 4, 5, 6, 7, and
8) to achieve an average 25 per cent reduction in the total property tax bill for most
businesses for the 2020 calendar year.

B.C. Climate Action Tax Credit one-time enhancement ($500 million): Approximately
80 per cent of British Columbians will benefit from a one-time enhancement to the

B.C. Climate Action Tax Credit in July 2020 of up to $174.50 for adults and up to
$51.25 per child. With this enhancement and the regular credit amount, an eligible
family of four will receive a combined payment of up to $564 and eligible individuals
will receive a combined payment up to $218. This boosts the regular Climate Action Tax

Credit payment of up to $112.50 per family of four and up to $43.50 per adult.

Temporary Pandemic Pay ($425 million: $106 million provincial, $319 million
federal): This is a federal-provincial cost share program to provide a one-time temporary
wage boost that supports health, social services and corrections employees delivering
in-person, front-line care during the COVID-19 pandemic. Pandemic pay will benefit
over 250,000 frontline workers in health and social services by providing an hourly wage
boost over the 16-week period starting on March 15, 2020, during the height of the
Province’s initial response to the pandemic.

Delays to increase the carbon tax rate and other new tax measures (3268 million):
Postponing the scheduled increase to the carbon tax rate, delaying the implementation
of the PST on sweetened, carbonated drinks, and delaying changes to PST registration
requirements to April 1, 2021.

Hotel purchases — Housing Priority Initiatives (HPI) Special Account ($111 million):
To provide temporary housing for those formerly living in the encampments in
Oppenheimer Park, Pandora Avenue and Topaz Park, the Province purchased the
following four hotels:

e Comfort Inn (Victoria) — approx. $19.6 million
e Paul’s Motor Inn (Victoria) — approx. $14.5 million
* Howard Johnson Hotel (Vancouver) — approx. $56.9 million

* Buchan Hotel (Vancouver) — approx. $19.7 million

Statutory spending under the HPI special account for the hotels (and related closing
costs) will support temporary housing for those formerly living in the encampments and
the transition plan to long-term housing, which is currently under development.

Emergency Program Act (EPA) — COVID-19 related costs (344 million): The Province
anticipates statutory spending above the voted allocation to manage emergency costs
within scope of the act. This includes an estimated $44 million for COVID-19 related
emergency management costs such as costs related to managing emergency operations
centres to support provincial, regional and local coordination, and emergency measures
to support returning travellers and temporary foreign workers with self-isolation
requirements.
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Temporary wholesale pricing model for liquor licensees ($26 million): \Wholesale
pricing model that will allow liquor licensees, such as restaurants, bars and tourism
operators, to purchase beer, wine and spirits at reduced cost from the end of July 2020
to March 31, 2021.

ICBC temporary fee relief measures ($17 million): Temporary changes in effect to
August include:

* Waiving the $30 fee when you cancel insurance
* Waiving the $18 plating fee when you choose to reinstate the policy on your vehicle

* Suspension of insurance for fleet vehicle customers

Forest Enhancement Society ($11 million): Revised spending targets for the Forest
Enhancement Society to ensure that its tree planting continues as planned to secure
future economic and environmental benefits while meeting the new COVID-19 related
guidelines for industrial camps.

Six-month moratorium on student fee collection (370 million in deferrals):
Starting March 30, 2020, all B.C. student loan repayments are automatically frozen
until September 30, 2020.

BC Hydpro bill deferrals for industrial customers and other relief measures

(8103 million): Qualifying major industrial customers, like pulp and paper mills

and mines, can defer 50 per cent of their bill payments for six months, to the end

of August 2020. In addition, the industrial relief includes bill relief to certain large
industrial customers in the form of reduced demand charges. BC Hydro is also providing
bill relief and credit to residential and commercial customers.

Stumpage Fee Deferrals ($2 million): To support companies with financial liquidity
while navigating through the COVID-19 crisis, a stumpage fee deferral was available to
Tree Farm, Replaceable Forest, and First Nations Woodlands licence holders. The deferral
period was for 3 months (May 1, 2020 to July 31, 2020) and interest accrued on any
outstanding balances that carried through the deferral period. The revenue deferred from
this program was estimated at $2 million and has since been repaid.

Postponing municipal remittance date for school taxes to the end of the calendar year
(over 81 billion in deferrals): Delaying the remittances from the summer to the end of
the year to provide significant relief to local governments facing cash flow issues.

Extending tax filing and payment deadlines (over $5 billion in deferrals):
Providing administrative relief to businesses by postponing the filing and payment date
by six months for the EHT, PST, municipal and regional district tax on short-term
accommodation, tobacco tax, motor fuel tax, and carbon tax.

For more details, visit: https://www2.gov.bc.ca/gov/content/safety/emergency-
preparedness-response-recovery/covid-19-provincial-support
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Summary

PART 2 | ECONOMIC REVIEW AND OUTLOOK!

Similar to other economies globally and in Canada, B.C.’s economy has been
significantly impacted by the COVID-19 pandemic, as demonstrated by wide-spread
job losses and impacts to businesses. However, the province began easing restrictions in
mid-May, and is currently in Phase 3 of BC’s Restart Plan. This reopening, along with
the relief measures and supports introduced by the provincial and federal governments
and the Bank of Canada, will support the economy along its recovery path.

Due to the high degree of uncertainty regarding the depth and duration of the economic
downturn caused by the pandemic and the path of recovery, a two-year outlook is
presented at this time.

'The Ministry of Finance (Ministry) estimates that British Columbia’s economy grew by
2.3 per cent in 2019. The Ministry forecasts the economy to contract by 6.7 per cent in
2020, before expanding by 3.0 per cent in 2021.

Chart 2.1 Ministry’s Outlook for B.C. Prudent Compared to Private Sector

B.C. real GDP (annual per cent change)

i 2021
6.0 - i 5.2
4.0 - 5 300
2.0 1 2020 ;
0.0 ;
2.0 1 ;
4.0 i
-6.0 - ;
-6.0 I
-6.7 i
-8.0 - i
Economic Forecast Ministry of Finance 0 Economic Forecast Ministry of Finance
Council First Quarterly Report ] Council First Quarterly Report
(July 28, 2020) ! (July 28, 2020)

Sources: Ministry of Finance; Economic Forecast Council.

Typically, the Ministry surveys the 13-member Economic Forecast Council (EFC)
during the annual budget process. However, given the unprecedented economic impacts
and uncertainty caused by the COVID-19 pandemic this year, the Ministry decided

to resurvey the EFC in advance of the First Quarterly Repore. This is different from the
average of six private sector forecasters that is typically presented. In recognition of
various significant downside risks to the economic outlook, the Ministry’s forecast for
B.C. real GDP growth is 0.7 percentage points lower than the current average outlook
of the EFC for 2020 and 2.2 percentage points lower for 2021. This differential is one of
the levels of prudence built into the fiscal plan.

The main downside risk to B.C.’s economic outlook includes uncertainty regarding the
impact of COVID-19 on the provincial, national and global economies and the potential
for, and severity of, future waves of the infection. Other risks include escalating trade
tensions, weakening global economic activity, and lower commodity prices.

! Reflects information available as of August 28, 2020, unless otherwise indicated.
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British Columbia Economic Activity and Outlook

The Ministry forecasts B.C. real GDP to decline by 6.7 per cent in 2020 and grow by
3.0 per cent in 2021, which is similar to the scenario presented in the July 14 Economic
and Fiscal Update that showed a real GDP decline of 6.8 per cent in 2020 and growth
of 3.1 per cent in 2021. The First Quarterly Report projection for 2020 is well below the
2.0 per cent growth forecast in Budger 2020, while the outlook for 2021 is above the

1.9 per cent gain expected in Budger 2020 as the economy recovers.

The Ministry forecasts B.C. nominal GDP to decline by 6.5 per cent in 2020 and grow
by 4.8 per cent in 2021, which is higher than the scenario presented in the July 14
Economic and Fiscal Update that showed a nominal GDP decline of 8.2 per cent in
2020 and growth of 4.1 per cent in 2021. This improvement reflects recent data releases
that have shown slightly better than expected employment gains, retail sales and housing
activity along with higher than expected inflation. Similar to the outlook for real GDP,
the First Quarterly Report projection for nominal GDP for 2020 is well below the

3.9 per cent growth forecast in Budger 2020, while the outlook for 2021 is above the

3.9 per cent gain expected in Budger 2020.

Table 2.1 British Columbia Economic Indicators

Year-to-Date
Jan. to Mar. 2020  Apr. to Jun. 2020 Jan. to Jun. 2020

change from change from change from
All data seasonally adjusted Oct. to Dec. 2019  Jan. to Mar. 2020 Jan. to Jun. 2019
Per cent change

Employment ... -2.1 -11.5 -8.1
Manufacturing shipments ......................l -2.3 -9.6 -11.1
EXPOMS oo -5.8 -7.7 -15.0
Retail sales ..o -0.1 -9.3 -4.3
Housing starts ..........coooiiiiiiii -14.5 +1.1 -25.5
Non-residential building permits ...................... +20.6 -15.1 -25.0

The economic outlook assumes that a second wave of the virus will occur in the fall,
physical distancing measures remain in place, global travel remains restricted, and that
businesses in the tourism, restaurant, retail, and recreation sectors are impacted until at
least the end of next year. The forecast assumes that consumers and businesses will exhibit
cautious spending behaviour which is reflected in the labour market, income, consumer
spending, business investment, and corporate profits projections. Global trade is expected
to be impacted by reduced demand and lower commodity prices. Meanwhile, housing
market activity in B.C. has been resilient despite the pandemic and has been reflected in
the outlook.

A major decline in economic activity is expected across all provinces. An average of six
private sector forecasters® expect B.C. real GDP to decline by 5.4 per cent in 2020 and
grow by 5.2 per cent in 2021. This is better than the expected decline of 6.4 per cent
on average across Canada for 2020 and similar to the 5.2 per cent growth expected
nationally for 2021.

% A subset of the Economic Forecast Council that regularly forecasts economic performance in all provinces (BMO, CIBC, National Bank, RBC, Scotiabank
and TD), as of August 28, 2020.
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Labour Market

The labour market has been significantly impacted by the COVID-19 pandemic.

Job losses in the province have been steep, with 164,900 fewer jobs in July compared

to February (-6.5 per cent). The employment declines since February have been

mainly concentrated in the service producing sectors, with notable declines in the
business, building and other support services sector (-24,300 jobs), wholesale and retail
trade sector (-23,500 jobs), accommodation and food services sector (-20,800 jobs),
other services sector (-20,800 jobs) and information, culture and recreation sector
(-19,200 jobs). Among the good producing sectors, job losses have been mainly
concentrated in construction (-28,500 jobs). Some people have been impacted more than
others, most notably women and youth as these groups tend to be over-represented in
some of the hardest hit service sectors. Overall, the unemployment rate in B.C. increased
to 11.1 per cent in July from 5.0 per cent in February.

On a year-to-date basis, B.C. employment declined by 8.0 per cent compared to the
January to July period of 2019. This translates into a net loss of around 204,900 jobs,
with 121,200 of these in full-time jobs and around 83,700 in part-time jobs. Year-to-date
job losses were particularly seen in accommodation and food services (-39,900 jobs),
information, culture and recreation (-36,500 jobs), business, building and other

support services (-22,700 jobs), other services (-20,500 jobs), wholesale and retail trade
(-19,900 jobs), and construction (-18,600 jobs).

Chart 2.2 B.C. Employment

B.C. employment (thousands, sa)
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Sources: Statistics Canada (Labour Force Survey); Haver Analytics

Year-to-date to July 2020, B.C.’s unemployment rate averaged 9.4 per cent, which is
4.8 percentage points above its average over the same period of last year. Meanwhile,
B.C.’s labour force declined by 3.2 per cent, reflecting a drop in the labour force
participation rate from 65.8 per cent to 62.5 per cent. B.C.’s average weekly wage rate
has increased by 10.0 per cent compared to the first seven months of 2019. However,
this likely does not reflect rising wage patterns, rather it is mainly due to compositional
effects related to the shedding of lower-wage and part-time workers, which raises the
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overall average wage. Aggregate wages and salaries data indicate that during the initial
stage of the pandemic there was a 3.7 per cent and a 6.7 per cent monthly decline in
wages during March and April, respectively. Year-to-date to June, aggregate wages and
salaries has decreased 1.1 per cent compared to the first six months of last year.

Outlook

Physical distancing measures are assumed to remain in place and global travel is expected
to remain restricted. As such, some sectors in B.C., such as tourism, restaurant, retail,
and recreation are not expected to fully recover all of the recent job losses until at

least the end of next year. The Ministry forecasts employment in B.C. to decrease by

7.8 per cent in 2020 (or by approximately 200,000 jobs), followed by annual growth of
3.6 per cent in 2021 (or by approximately 84,000 jobs). The province’s unemployment
rate is expected to average 10.4 per cent in 2020 and 8.8 per cent in 2021.

Consumer Spending and Housing

Consumer spending patterns have been heavily influenced by the COVID-19 pandemic.
While households increased spending on some essential items earlier in the year (such as
food and beverages and household-related supplies), they cut back spending on many
discretionary items including motor vehicles, clothing and home furnishings. Consumer
spending was also likely impacted by job losses, precautionary saving behaviour,

reduced confidence and physical distancing.

B.C. nominal retail sales declined by 18.5 per cent in April compared to March,
which was the largest monthly decline on record (data going back to 1991).

As restrictions began to ease in May, nominal retail sales increased by 14.1 per cent

in May compared to April, and grew by a further 12.7 per cent in June compared to
May. The rebound in May and June translated into B.C. retail sales being 0.2 per cent
lower in June compared to February 2020.

Year-to-date to June 2020, nominal retail sales in B.C. are 4.3 per cent lower compared to
the same period in 2019. This largely reflects declines at clothing and clothing accessories
stores (-40.5 per cent), furniture and home furnishing stores (-21.5 per cent), gasoline
stations (-16.5 per cent), and motor vehicle and parts dealers (-15.3 per cent) relative

to the first six months of 2019. This was partially offset by year-to-date gains in sales

at food and beverage stores (+13.0 per cent), building material and garden equipment
and supplies stores (+6.7 per cent), and general merchandise stores (+5.2 per cent).

The hospitality sector has been particularly hard hit with sales at food services and
drinking places down by 29.1 per cent year-to-date to June compared to the first

six months of last year.

The Bank of Canada’s latest Canadian Survey of Consumer Expectations, released in
July 2020, indicates that consumer sentiment across Canada worsened in the second
quarter compared to the first quarter of 2020, particularly with regards to the labour
market and household income. The pandemic has impacted B.C. consumer confidence
which fell month-over-month by 46.8 points in March and 36.9 points in April, to
reach the lowest level on record since data became available in 2002, according to the
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Chart 2.3 B.C. Retail Sales
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Conference Board of Canada’s Consumer Confidence Index. Consumer sentiment has
improved somewhat since then, however in August confidence was still 52.3 points lower
compared to February. Year-to-date, B.C. consumer confidence was 38.4 points lower
than the same period of 2019.

The COVID-19 pandemic, physical distancing measures, and temporary halting of open
houses across the province disrupted new listings and sales activity in B.C.’s housing
market. New listings and home sales fell to record lows in April, down by 56.2 per cent
and 59.2 per cent, respectively, compared to February. As restrictions began to ease in
May, activity resumed swiftly, with new listings and sales activity in July surpassing levels
observed in February. New listings in the province more than doubled in July compared
to April, and were up by 7.2 per cent relative to February mainly reflecting gains in
Greater Vancouver and Victoria. Home sales in the province were 25.5 per cent higher
in July compared to February, with gains observed in all regions and led by Greater
Vancouver and the Fraser Valley. Meanwhile, B.C.’s average home sale price rose by

6.9 per cent in July compared to February, with gains observed in most regions.

Overall, B.C. MLS home sales increased by 0.7 per cent year-to-date to July 2020
compared to the same period of 2019. At the regional level, year-to-date sales increases
were observed in the two largest markets of Greater Vancouver (11.8 per cent) and
Fraser Valley (7.3 per cent), while sales declined in Okanagan-Mainline (-5.6 per cent)
and Victoria (-4.1 per cent), the third and fourth largest markets. B.C.’s average home
sale price increased by 10.0 per cent year-to-date to July 2020 compared to the same
period of 2019, partly reflecting pent-up demand, lower interest rates, and relatively
stronger sales in the more expensive regions of Greater Vancouver and Fraser Valley.
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Chart 2.4 B.C. Home Sales and Price

B.C. MLS average home sale price

B.C. MLS home sales

(dollars, sa) (units, sa)
800,000 - , 16,000
'\ [
[ s\\ . pm—- ”-\_I \ ,I
700,000 - /N SN T T v L 14,000
r || 4 N
’_,\.' |‘ AN
600,000 {.°"~ v’ L 12,000
---- Price Jul 2020: $787,037
SULY 9 —— Sales Jul 2020: 8,441 | LI
400,000 - L 8,000
300,000 - L 6,000
200,000 - L 4,000
100,000 ; ; ; ; ; 2,000

2015 2016 2017 2018

Sources: Canadian Real Estate Association; Haver Analytics

2019 2020

Regional MLS composite benchmark house prices (which are seasonally adjusted and
incorporate all dwelling types) for Greater Vancouver and the Fraser Valley rose by

0.3 per cent and 1.2 per cent, respectfully, in July compared to February. On a year-to-
date to July basis, the composite benchmark house prices for Greater Vancouver and the
Fraser Valley increased by 2.2 per cent and 2.1 per cent compared to the same period of
2019, with price increases across all dwelling types.

Chart 2.5 Greater Vancouver HPI Benchmark Price
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Housing starts have been resilient so far this year, with starts averaging 36,994 annualized
units since February and totaling 42,381 annualized units in July. This strength has

been broadly consistent with recent building permit issuance, led by the large multi-
family segment. Nevertheless, on a year-to-date basis, B.C. housing starts decreased by
24.1 per cent compared to the record high levels observed during the January to July
period of 2019, to average 36,661 annualized units. The value of residential building
permits, a leading indicator of home construction, decreased by 7.1 per cent year-to-date
to June 2020.

Chart 2.6 B.C. Housing Starts
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Outlook

Consumer spending is expected to decline this year due to job losses, lower income and
weak consumer confidence, before picking up next year as employment and income
prospects improve. The Ministry forecasts real household consumption of goods and
services to decrease by 7.7 per cent in 2020, followed by projected growth of 3.6 per cent
in 2021.

The Ministry expects nominal retail sales to fall by 10.8 per cent in 2020 and then
increase by 5.4 per cent in 2021.

'The Ministry forecasts the total value of home sales to decrease by 9.6 per cent in 2020
before growing by 3.8 per cent in 2021, reflecting changes in unit sales and the average
home sale price. Unit home sales in B.C. are forecast to decrease by 12.1 per cent in
2020, followed by an increase of 3.1 per cent in 2021. Meanwhile, the average home
sale price in B.C. is expected to increase by 2.8 per cent in 2020, followed by a marginal
increase of 0.7 per cent in 2021.

'The Ministry expects B.C. housing starts to total 34,000 units in 2020. In 2021,
housing starts are forecast to total approximately 32,000 units.
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Business and Government

Real business investment increased by an estimated 14.1 per cent in 2019, with strong
gains in both non-residential investment and investment in machinery and equipment,
along with solid growth in residential investment.

Non-residential construction permitting slowed through the first half of this year.

The total value of non-residential building permits fell by 25.0 per cent year-to-date to
June 2020 compared to the same period of 2019. Significant declines were observed

in permit issuance for commercial buildings (-35.0 per cent) and industrial buildings
(-18.3 per cent) relative to the first half of 2019. Meanwhile, the value of permit issuance
for institutional and governmental buildings increased (+3.2 per cent).

The Bank of Canada’s latest Business Outlook Survey, released in July 2020, indicates
that business sentiment is negative across all regions in Canada as businesses navigate
pandemic related uncertainty. Small business confidence in B.C. fell to a record low
in March, according to the Canadian Federation of Independent Business index of
small business confidence. While small business confidence appears to have recovered
somewhat, based on the August survey results, many small business owners remain
concerned about the general state of their business’ health and in particular the short-
term outlook.

B.C.’s tourism sector has been severely impacted by COVID-19. The number of
international travelers entering the province fell by 60.5 per cent and 93.3 per cent
month-over-month in March and April, respectively. The number of international
visitors dropped a further 13.4 per cent in May before increasing by 7.7 per cent in June.
However, international visitors in the second quarter were still down by 97.6 per cent
compared to the same quarter last year. Year-to-date to June, the number of international
visitors to B.C. was down by 59.3 per cent from the same period in 2019.

The Ministry estimates that real government investment increased by 1.2 per cent in
2019, while expenditure on goods and services by all levels of government rose by

3.3 per cent. This year, the provincial and federal governments responded quickly to the
COVID-19 pandemic with significant relief measures and supports.

Outlook

Real business investment is projected to fall by 10.8 per cent in 2020, with declines
expected in all segments. Looking further ahead, real business investment is forecast to
rebound by 2.0 per cent in 2021.

Real expenditure on goods and services by all levels of government is forecast to increase
by 6.0 per cent in 2020, driven by the provincial and federal response to the COVID-19
pandemic, before declining by 1.3 per cent in 2021 as most measures are temporary in
nature. Following an estimated decline of 6.7 per cent in 2019, the Ministry expects the
net operating surplus of corporations (an approximation of corporate profits) to decrease
by 18.6 per cent in 2020. In 2021, the net operating surplus of corporations is forecast to
increase by 6.1 per cent, supported by a rebound in economic activity.
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External Trade and Commodity Markets

As the economic impact of COVID-19 is being felt around the world, demand for B.C.’s
merchandise export goods has weakened, and commodity prices have declined. Led by

a substantial drop of 17.5 per cent in the exports of energy products, B.C.’s overall
merchandise exports were down 5.3 per cent in June compared to February.

Compared to February, certain commodity prices in July experienced relatively large
declines, most notably metallurgical coal (-27.6 per cent). In April, the West Texas
Intermediate (WTT) oil price reached its lowest price since March 1999. Since then

the price has recovered somewhat and the price in July was 19.4 per cent below its
February value. The price of natural gas was 11.9 per cent lower in July than in February.
In contrast, precious metals, such as gold (+15.4 per cent) and silver (+13.8 per cent),
saw price increases as investors looked to hedge against global economic uncertainty.
While most forestry product prices have risen somewhat from February to July, lumber
prices have increased strongly (+25.8 per cent) due to low inventories, production
curtailments and resilient demand.

During the January to June period of 2020, the value of B.C. merchandise exports
decreased by 15.0 per cent compared to the same period of 2019. On a year-to-date
basis, most major categories experienced significant declines, the most notable being
exports of pulp and paper products (-24.4 per cent), energy products (-24.0 per cent)
and logs, lumber and other wood products (-21.4 per cent). The broad decline in B.C.’s
export sector is reflecting a combination of weaker global demand, lower commodity
prices, and supply constraints in the forestry sector.

Exports to all of B.C.’s major trading partners have declined. The value of merchandise
exports to the U.S. fell by 8.5 per cent and to non-U.S. destinations by 21.2 per cent
during the January to June period of 2020 compared to the same period of last year.
While lower exports of logs, lumber and other wood products and pulp and paper
products contributed to the declines in both cases, declining exports of natural gas
lowered overall exports to the U.S., while declining exports of coal further lowered the
overall exports to non-U.S. destinations.

Chart 2.7 B.C. Exports
B.C. international merchandise exports ($ millions, sa)
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Demographics

Compared to February, B.C.’s manufacturing shipments declined by 7.5 per cent in June
as shipments of both durable and non-durable goods fell.

B.C.’s manufacturing shipments decreased by 11.1 per cent year-to-date to June 2020
compared to the same period of 2019, with durable goods accounting for almost two
thirds of the decline. Among durable goods, there were notable declines in the shipment
of transportation equipment (-18.6 per cent), wood products (-16.5 per cent) and
machinery (-14.3 per cent), while the decline in non-durable goods were dominated by
a significant fall in the shipment of paper products (-24.1 per cent). Minor gains were
observed in shipments of non-metallic mineral products (+0.7 per cent).

So far in 2020, limited lumber supply and a resilient U.S. housing market have
supported high lumber prices. Most notably, the price of Western spruce-pine-fir (SPF)
2x4 lumber averaged $411 US/000 board feet during the January to July period of 2020,
up by 11.7 per cent from the same period of last year. Meanwhile, the price of pulp
averaged $835 US/tonne, down by 20.5 per cent compared to the first seven months of
2019.

Slower global economic activity related to the COVID-19 pandemic has impacted
both supply and demand of energy. The West Texas Intermediate (WTT) price averaged
$37.34 US/barrel in the first seven months of 2020, down by 34.8 per cent compared
to the same period of 2019. Meanwhile, the plant inlet price of natural gas averaged
$0.74 C/G]J year-to-date to July 2020, down by 11.8 per cent from the same period of
2019.

Base metal and mineral prices experienced broad-based declines earlier this year, as
reduced global demand weighed on prices. Year-to-date to July, prices for molybdenum,
zing, lead, copper, and metallurgical coal recorded declines compared to the January to
July period of 2019. By contrast, prices for gold and silver increased compared to the
first seven months of 2019.

Outlook

Following an estimated decline of 0.6 per cent in 2019, real exports of goods and services
are forecast to decrease by 13.3 per cent in 2020, given the environment of weaker global
demand observed through the first half of this year. The pace of real export growth is
projected to gradually improve to 4.8 per cent growth in 2021.

The price of lumber is forecast to average $410 US/000 board feet in 2020 and

$380 US/000 board feet in 2021. The plant inlet price for natural gas is expected to
average $0.86 C/GJ in 2020/21. The outlook is subject to considerable uncertainty, as
commodity prices can be volatile.

On April 1, 2020, B.C.’s population was 5.12 million people, up 1.5 per cent from
the same date in 2019. On a net basis, during the January to March period of 2020,
the province welcomed 9,271 new residents, a decrease of over a third compared to
the same period of 2019. Around 65 per cent of these new migrants relocated to B.C.
from other countries. Net interprovincial migration totaled 3,247 individuals during
the quarter.
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Inflation

Outlook

The forecast calls for B.C.’s July 1 population to increase by 1.4 per cent in 2020, and by
1.0 per cent in 2021.

Total net migration is expected to be about 48,100 persons and 55,300 persons in 2020
and 2021, respectively, with international immigrants making up just over 80 per cent of
the net migration in both years. The outlook is subject to uncertainty, as the COVID-19
pandemic could potentially have material impact on international migration going forward.

The onset of the global COVID-19 pandemic, public health measures and shifting
consumer spending patterns have impacted supply and demand of goods and services.
Although there have been certain goods such as food in which the prices have risen
strongly, price declines in many other goods and services (particularly gasoline and
clothing and footwear) have led to weak overall growth in B.C.’s Consumer Price Index
(CPI). The year-over-year annual CPI inflation rate in July was 0.2 per cent, down from
2.4 per cent in February. As consumer price inflation is measured against a fixed basket of
goods, the current basket will not fully reflect temporary changes in consumer spending
patterns.

Year-to-date to July, consumer prices rose by 0.9 per cent compared to the same period of
2019, supported by increases in prices for food items, while prices for some other items
such as transportation and energy have fallen, largely due to lower gasoline prices as world
crude oil prices have only partly recovered from significant price declines in March and

April.
Chart 2.8 B.C. Inflation
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Outlook

Consumer price inflation in B.C. is forecast to be 0.9 per cent in 2020 before increasing
to 1.8 per cent in 2021. For Canada, the annual rate of inflation is assumed to be
0.7 per cent in 2020 and 1.8 per cent in 2021.
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Risks to the Economic Outlook

B.C.’s economy, like other global and Canadian economies, has been significantly
impacted by the COVID-19 pandemic in a way that has not been seen before and
there are various elements of uncertainty that will influence the depth and duration of
the economic slowdown in B.C. The economic forecast is based on information that is
currently available and assumptions about the future path of recovery, and the outlook
is subject to a larger than normal degree of uncertainty and potential for revision.
Downside risks to B.C.’s economic outlook include the following:

* future outbreaks of COVID-19 in B.C. and among B.C.’s trading partners;
e shifts in consumer and business behaviour and confidence due to COVID-19;

 weakening global economic activity, exacerbated by COVID-19, resulting in reduced
demand for B.C.’s commodity exports;

* escalating global trade tensions including additional tariffs, and broader economic

challenges in Asia, Europe and the UK;
* higher volatility in international foreign exchange, stock and bond markets;
* lower commodity prices, particularly for lumber, pulp and coal; and

* timing of investment and hiring related to the LNG Canada project, similar to the
risks that exist for other major capital projects.

External Outlook

United States

While global trade policy tensions and economic uncertainty slowed global activity

in 2019, there were tentative signs toward the end of the year that this slowdown had
stabilized. However, the emergence of the COVID-19 pandemic has greatly changed

the external outlook. Economic data suggests the global economy could face its largest
annual contraction on record. Additionally, the expectation of a global V-shaped recovery
has been challenged by the recent resurgence of COVID-19 cases in many countries that
started to reopen. As combating the COVID-19 virus requires robust health care systems
and international collaboration, the virus presents a serious threat to the progress that has
been made to combat global poverty over the past decades.

Following an annualized 5.0 per cent decline in real GDP in the first quarter of the
year, the U.S. economy fell at an annualized pace of 31.7 per cent in the second quarter
of 2020, which was the largest drop on record (data going back to 1947). The second
quarter saw widespread and substantial declines in consumer spending, exports, business
investment and inventories. Higher government spending provided a slight offset.

After seeing record declines in April, the U.S. labour market has gradually improved.
However, employment in July was still 8.4 per cent lower (-12,881,000 jobs) than in
February and the unemployment rate was 10.2 per cent compared to 3.5 per cent in
February.

Year-to-date to July, U.S. employment fell by 5.4 per cent compared to the same period
0f 2019. The U.S. unemployment rate averaged 8.7 per cent year-to-date to July,

up 4.9 percentage points compared to the first seven months of last year. Meanwhile,
the U.S. labour force participation rate averaged 61.9 per cent year-to-date to July,
down 1.1 percentage point compared to the same period of 2019.

FirsT QUARTERLY REPORT 2020/21



Economic ReviEw aND OuTLOOK

Chart 2.9 U.S. Economic Growth
U.S. real GDP (annualized q/q per cent change)
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Although U.S. housing starts are down 4.5 per cent in July compared to February,
U.S. home building activity has been relatively resilient so far in 2020. U.S. housing
starts have averaged 1.31 million annualized units year-to-date to July 2020, up by

6.4 per cent compared to the same period of 2019. Residential building permits in
July were 3.1 per cent higher than in February, and up 1.1 per cent year-to-date to July
compared to the January to July period of 2019.

Chart 2.10 U.S. Housing Starts
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U.S. home sales activity has been mixed during the first seven months of this year.

New home sales in July were 25.8 per cent higher than in February and 8.6 per cent
higher year-to-date to July compared to the same period last year. Meanwhile, for existing
home sales the changes were 1.7 per cent and -4.4 per cent, respectively.

While median prices for new homes were 0.4 per cent lower in July compared to
February, median prices for existing homes increased 12.5 per cent over the same time
period. New home prices increased by 3.2 per cent and existing home prices rose by
6.2 per cent year-to-date to July compared to the first seven months of 2019.

After experiencing record declines in March and April, U.S. nominal retail sales posted
impressive gains in the subsequent months and were up 1.7 per cent in July compared to
February. Leading the comeback have been sales at non-store retailers, food and beverage
stores and motor vehicle and parts dealers, while sales at clothing and clothing accessory
stores are down by almost a fifth. Year-to-date to July, retail sales are down 2.4 per cent
compared to the same period last year. U.S. consumer confidence saw a record drop in
April and has since remained subdued partly due to concerns over rising COVID-19
cases in parts of the country. The index was 47.8 points lower in August compared to
February. Year-to-date to August, US consumer confidence decreased by 25.5 points
relative to the same period of 2019.

Outlook

Consensus Economics (Consensus) forecasters have lowered their near-term projections for
U.S. economic growth. The August 2020 Consensus survey forecasts U.S. real GDP to
fall by 5.2 per cent in 2020, down from previous projections (see Chart 2.11). For 2021,
the Consensus forecasts a rebound in the U.S. economy and growth to be 4.0 per cent.

Chart 2.11 Consensus Outlook for the U.S. in 2020
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The chart above represents forecasts for U.S. real GDP growth in 2020 as polled on specific dates. For example,
forecasters surveyed on January 13, 2020 had an average 2020 U.S. real GDP growth forecast of 1.9 per cent,
while on August 10, 2020 they forecast 2020 U.S. real GDP to decline by 5.2 per cent.
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Canada

Uncertainty regarding the ongoing COVID-19 pandemic and trade tensions continue
to cloud the economic outlook. In recognition of this uncertainty, the Ministry’s
assumptions for U.S. growth are lower than the August 2020 Consensus. The Ministry
assumes that U.S. real GDP will fall by 7.2 per cent in 2020, before expanding by

2.5 per cent in 2021.

Table 2.2 U.S. Real GDP Forecast: Consensus versus B.C. Ministry of Finance

2020 2021

Per cent change in real GDP
B.C. Ministry of FINaNCe ...........coiiiiiiiii e -7.2 2.5
Consensus Economics (August 2020) ........c.ocuveieiiniiiiiiiiieiieeeeee e -5.2 4.0

Although the Canadian economy showed signs of slowing growth towards the end

0f 2019 and in early 2020 as challenging global conditions weighed on exports and
business investments, it was still operating close to potential. However, the onset of the
COVID-19 pandemic in conjunction with the related plunge in oil prices, presented an
unparalleled challenge for the economy.

Chart 2.12 Canadian Economic Growth

Canadian real GDP (annualized q/q per cent change)
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Following an annualized 8.2 per cent decline in real GDP in the first quarter of the
year, the Canadian economy fell by an annualized 38.7 per cent in the second quarter
of 2020, by far the largest contraction on record. The second quarter saw widespread
and substantial declines in consumer spending, business investment, and exports.

After experiencing substantial job losses in March (around -1,011,000 jobs) and
April (around -1,994,000), the Canadian labour market has shown some signs of
improvement, adding 1,661,000 jobs from May to July. However, employment in
July was still 7.0 per cent lower than in February. The unemployment rate peaked at
13.7 per cent in May before falling to 10.9 per cent in July, still 5.3 percentage points
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above its February level. Year-to-date to July, employment decreased by 6.4 per cent
compared to the same period last year, while the unemployment rate averaged
9.8 per cent compared to 5.7 per cent over the same period last year.

After seeing declines in March and April, Canadian housing starts recovered swiftly and
were up 16.3 per cent in July compared to February. This growth was mainly due to
strong numbers in large urban centers such as Montreal and Toronto. So far in 2020,
Canadian housing starts have averaged just over 206,300 annualized units, down by
only 0.6 per cent compared to the first seven months of 2019. MLS home sales were up
16.9 per cent in July compared to February and down 3.1 per cent year-to-date to July
compared to the first seven months of last year. The national average home sale price was
up 9.1 per cent in July compared to February and 8.2 per cent higher on a year-to-date
basis compared to the same period of last year.

Canadian nominal retail sales saw large monthly contractions in March and April,

with the latter being the largest fall on record. However, substantial bounce backs in
May and June led to retail sales being up 1.3 per cent in June compared to the level seen
in February. Year-to-date to June 2020, retail sales were down 7.7 per cent compared to

the first half of 2019.

The challenging global trade conditions facing exporters last year have intensified
substantially due to the global COVID-19 pandemic and slump in oil prices. Compared
to February, the value of Canadian merchandise exports was down 19.7 per cent in June,
while shipments of Canadian manufactured goods were down 13.2 per cent. The value of
Canadian merchandise exports fell by 17.1 per cent year-to-date to June 2020 compared
to the same period of 2019, while shipments of Canadian manufactured goods fell by
16.8 per cent.

Outlook

The August 2020 Consensus forecasts Canadian real GDP to fall by 6.4 per cent in 2020,
before expanding by 5.3 per cent in 2021.

Table 2.3 Canadian Real GDP Forecast: Consensus versus B.C. Ministry of Finance

2020 2021

Per cent change in real GDP
B.C. Ministry of Finance ............cocoiiiiiiiiiien -7.8 4.0
Consensus Economics (August 2020)...........coveiiiiiiniiiniinnnenn. -6.4 5.3

The Canadian economic outlook is clouded by uncertainty regarding potential
long-term economic disruptions due to the COVID-19 virus and the potential for a
second wave of infections. Additionally, global trade tensions and volatile commodity
prices add risks to the outlook. Accordingly, the Ministry’s outlook is lower than the
Consensus and assumes that the Canadian economy will contract by 7.8 per cent in 2020,
followed by 4.0 per cent growth in 2021.
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Asia

Chart 2.13 Consensus Outlook for Canada in 2020
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The chart above represents forecasts for Canadian real GDP growth in 2020 as polled on specific dates. For example,
forecasters surveyed on January 13, 2020 had an average 2020 Canadian real GDP growth forecast of 1.6 per cent,
while on August 10, 2020 they forecast 2020 Canadian real GDP to decline by 6.4 per cent.

After being the first country initiating containment measures to tackle the COVID-19
virus, China is among the countries furthest along in reopening their economy. In the
second quarter of 2020, China real GDP grew an annualized 59.5 per cent, rebounding
from an annualized decline of 36.5 per cent in the first quarter of the year. The growth
in the second quarter was mainly due to domestic factors such as production and
consumption along with monetary and fiscal measures introduced by the country to
support the economy.

Japan’s economy contracted by an annualized rate of 27.8 per cent in the April to June
quarter of 2020, adding to an annualized fall of 2.5 per cent in the first quarter and

7.0 per cent decline in the last quarter of last year. Notable declines so far this year were
observed in private consumption and exports. On July 15, the Bank of Japan announced
it would maintain its current monetary policy, leaving its funding programs and policy
rate targets unchanged.

Outlook

The August 2020 Consensus forecasts China real GDP to grow by 2.1 per cent in

2020 and by 7.8 per cent in 2021. Intensifying US-China tensions and the potential
resurgence of COVID-19, could impact China’s economic growth going forward.

As such, the Ministry assumes that China’s economy will expand by 0.5 per cent in 2020
and by 5.9 per cent in 2021.

The August 2020 Consensus forecasts Japan real GDP to contract by 5.3 per cent in 2020
before growing by 2.5 per cent in 2021. In recognition of both foreign and domestic
challenges to Japan’s economy, the Ministry assumes that Japan’s real GDP will fall by
6.5 per cent in 2020, before expanding by 1.5 per cent in 2021.
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Europe

The euro zone has been severely hit by the COVID-19 virus and several countries have
taken drastic measures to combat the virus. These measures have had severe implications
for the economy, especially for the tourist dependent countries in southern Europe.
Economic activity in the euro zone fell by an annualized 40.3 per cent in the second
quarter of 2020, the sharpest decline since records started in 1995. This followed an
annualized decline of 13.6 per cent observed in the first quarter. In recent months there
have been some encouraging signs, especially from the retail sector, but there is still
considerable uncertainty going forward.

On July 16, 2020 the European Central Bank left interest rates unchanged and
maintained its emergency bond-buying program, after expanding its bond program in
June. On July 21, the 27 members of the European Union (EU) agreed to borrow up to
750 billion euro in a stimulus plan to reverse the economic downturn.

The UK economy contracted by an annualized 59.8 per cent in the April to June quarter
of 2020, the largest decline since records began in 1955. This contraction followed an
annualized decline of 8.5 per cent in the January to March quarter. The contraction in
the second quarter was largely due to lower consumer spending and, to a lesser extent,
gross capital formation and government spending. Growing uncertainty about Brexit and
the renegotiation of trade deals with the EU and other countries continue to weigh on
business confidence and clouds the economic outlook.

Outlook

The August 2020 Consensus forecasts the euro zone economy to fall by 7.9 per cent in
2020, before expanding by 5.7 per cent in 2021. The Ministry assumes the euro zone’s
economy will contract by 9.5 per cent in 2020, before growing by 4.5 per cent in 2021.

Financial Markets

Interest Rates

The COVID-19 pandemic has caused an unprecedented global economic contraction,
prompting a broad array of extraordinary monetary and fiscal policy responses around
the world.

The US Federal Reserve (Fed) has left the target range for the federal funds rate
unchanged at 0.00 to 0.25 per cent, following two rate cuts totaling 150 basis points in
March 2020. In addition, the Fed has provided some forward guidance by indicating its
intention to keep interest rates at current levels until the economy has recovered which
includes improvements in the labour market and inflation closer to the stated goal.
Furthermore, the Fed has resumed large-scale asset purchases (i.e. quantitative easing),
launched several credit facilities to support financial market functioning, and introduced
financial-assistance programs to support the flow of credit to households, businesses and
local governments.

On July 15, 2020, the Bank of Canada maintained its target for the overnight interest
rate at 0.25 per cent and left its quantitative easing program unchanged. This scheduled
rate announcement followed three interest rate cuts of 50 basis points each on March 4,

March 13 and March 27. The Bank of Canada has also provided some forward guidance,
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Chart 2.14 Interest Rate Forecasts
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committing to maintain the current policy rate and quantitative easing program until

Sources: Bank of Canada; US Federal Reserve; and B.C. Ministry of Finance forecasts

inflation is back on target at around 2 per cent and until the recovery is well underway.
The Bank of Canada also noted that it expects the recovery to slow after the third quarter
of 2020 due to ongoing confidence and consumer behaviour effects, as well as structural
economic challenges. The benchmark posted rate on a 5-year fixed mortgage has
continued to decline and is currently at 4.79 per cent, a level not seen since June 2017.

Table 2.4 Private Sector Canadian Interest Rate Forecasts

3-month Treasury Bill

10-year Government Bond

Average annual interest rate (per cent) 2020 2021 2020 2021
BMO ..o 0.45 0.20 0.76 1.00
CIBC .o 0.47 0.31 0.76 0.88
National Bank ..............cccieiiinnnn. 0.46 0.21 0.72 0.74
RBC e 0.46 0.23 0.70 0.73
Scotiabank ... 0.46 0.20 0.81 1.23
TD 0.46 0.20 0.71 0.95
Average (as of July 23, 2020) ......... 0.46 0.23 0.74 0.92
Outlook

The US Federal Reserve and Bank of Canada have signaled their commitment to support
their respective economies and provide liquidity in the financial system. Based on
the average of six private sector forecasts as of July 23, 2020, the Ministry assumes
the U.S. federal funds rate to average 0.41 per cent in 2020 and 0.21 per cent in

2021. By comparison, the Bank of Canada’s overnight target rate is forecast to average

0.56 per cent in 2020 and 0.25 per cent in 2021.
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Exchange Rate

The Canadian three-month treasury bill interest rate is expected to average 0.46 per cent
in 2020 and 0.23 per cent in 2021, according to the same six private sector forecasters.
Meanwhile, the 10-year Government of Canada bond rate is forecast at 0.74 per cent in
2020 and 0.92 per cent in 2021.

After strengthening slightly against the US dollar around the start of this year, the
Canadian dollar began to reverse course in February, before depreciating substantially in
March and April as economic risk increased with the spread of COVID-19 and oil prices
retreated. Since April, the Canadian dollar has appreciated somewhat, as the US dollar
continued to lose ground against a broad basket of currencies (after initial gains as a

safe haven in March) and oil prices rebounded.

Chart 2.15 Private Sector Expectations for the Canadian Dollar
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*Based on the average of private sector forecasts. First Quarterly Report as of July 23, 2020.
Outlook

Based on the average of six private sector forecasts as of July 23, 2020, the Ministry assumes

the Canadian dollar will average 73.3 US cents in 2020 and 74.7 US cents in 2021.

Table 2.5 Private Sector Exchange Rate Forecasts

Average annual exchange rate (US cents/$ Canadian) 2020 2021
BMO o 73.6 74.7
CIB e 72.9 72.3
National Bank ..........cooiiiiiiiii 73.1 76.4
RB C .o 72.9 72.9
Scotiabank ... 74.1 77.3
0 73.3 74.6
Average (as of July 23, 2020) ..............cooiiiiiiii 73.3 74.7
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Table 2.6.1 Gross Domestic Product (GDP): British Columbia

Forecast
2018 2019 °© 2020 2021
Gross Domestic Product at Market Prices:
— Real (chained 2012 $ billioNS) .......ccoiieeiiiiiiiiiieee e 264.1 270.0 252.0 259.5
(%o ChANGE) ..enieiiee e 2.6 23 -6.7 3.0
— Nominal (current prices, $ billions) ..o 295.4 307.5 287.5 301.5
(% ChaNGE) ... 4.5 4.1 -6.5 4.8
— GDP price deflator (2012 = 100) «...uvvienieii e 111.9 113.9 114.1 116.2
(% ChaNGE) ...t 1.9 1.8 0.2 1.8
Real GDP per person (chained 2012 $) ..o, 52,800 53,244 48,983 49,932
(% ChaNE) ... 1.0 0.8 -8.0 1.9
Real GDP per employed person
(% ChaNGE) ... 1.5 -0.4 1.2 -0.5
Unit labour cost” (% Change) .........cveeoueeeee oo, 3.3 3.2 0.3 1.7
Components of Real GDP at Market Prices (chained 2012 $ billions)
Household expenditure on
g00dS AN SEIVICES ...enininit it et eea e 171.5 174.0 160.6 166.3
(%0 ChaNGE) .. 2.3 14 -7.7 3.6
— G00AS et e 69.6 68.7 61.0 63.2
(%0 CNANGE) .. 1.3 -1.3 -11.2 3.6
S BIVICES .ttt 101.9 105.3 99.6 103.1
(%0 ChaNGE) - 3.0 3.3 -5.5 3.6
NPISH? expenditure on
gO00dS AN SEIVICES ...niieiie ettt 4.0 41 4.0 4.0
(%0 ChaNGE) .. 3.6 1.9 -3.2 0.8
Government expenditure on
Fo o ToTe E-=T g o IET= TV o Y= 46.8 48.3 51.2 50.6
(%0 CNANGE) .. 3.0 3.3 6.0 -1.3
Investment in fixed capital ..o 62.0 69.5 65.3 66.5
(%0 CNANGE) .. 1.3 12.0 -6.1 1.9
Final domestic demand ... 284.3 296.2 281.5 287.8
(G5 1B Ta Ve =) PP 2.2 4.2 -5.0 2.2
Exports of goods and SErviCES .........c..ouiviiiiiiii i 103.9 103.2 89.5 93.8
(%0 CNANGE) ..ieii e 4.2 -0.6 -13.3 4.8
Imports of goods and SEIVICES ..........ceviiiniiiiii e 1254 129.4 118.0 121.5
(%0 CNANGE) ..ieiie e 29 3.1 -8.8 29
INVENTOrY ChanQe . ... 1.3 0.3 -0.6 -0.2
Statistical diSCrepanCy .........oouiiiii i 0.1 0.1 0.1 0.1
Real GDP at market PriCes ......cociiiiiiiciiiiiiic e eeaeas 264.1 270.0 252.0 259.5
(/31 4T T2 Ve 1= 1R 2.6 2.3 -6.7 3.0

" Unit labour cost is the nominal cost of labour incurred to produce one unit of real output.
2 Non-profit institutions serving households.
¢ B.C. Ministry of Finance estimate.
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Table 2.6.2 Selected Nominal Income and Other Indicators: British Columbia

Forecast
2018 2019 2020 2021
Compensation of employees’ ($ millions) ..........ccccveevvveeeneenn, 143,959 151,945 ° 142,235 149,017
(% ChaNQE) .. 5.9 55 -6.4 4.8
Household income ($ millions) ..........cooiiniiiiiiiiiiiiieieiee, 257,443 269,124 © 260,369 264,846
(% ChaNGE) . e 4.8 4.5 -3.3 1.7
Net operating surplus ($ millions) ...........coovviiiiiiiiiiiiiie, 33,341 31,123 ¢ 25,325 26,859
(Yo Change) ... -0.4 -6.7 -18.6 6.1
Retail sales ($ millions) ...........cccooiiiiiiiiiii e, 85,933 86,428 77,093 81,224
(% ChaNGE) ..o 1.9 0.6 -10.8 54
Housing starts (UNitS) ........coooiiiiiiiiii 40,857 44,932 34,000 32,016
(% ChaNQE) . e -6.4 10.0 -24.3 -5.8
Residential sales value ($ millions) .............cooeviiiiiiiiiieinenn... 55,860 54,174 48,960 50,825
(Yo Change) ..o -24.2 -3.0 -9.6 3.8
Residential sales (UNitS) ........c.ccoiieiiiiiiii e 78,526 77,351 68,000 70,102
(% ChaNGE) ..o -24.5 -1.5 -121 3.1
Residential average sale price ($) .......oovvveniiiiiiiiiiiiiiiiiein, 711,360 700,366 720,000 725,025
(% ChaNQE) . e 0.4 -1.5 2.8 0.7
Consumer price index (2002 = 100) ......ccooviiiiiiiiiiieeeae, 128.4 131.4 132.6 134.9
(% ChaNQE) . e 2.7 2.3 0.9 1.8
" Domestic basis; wages, salaries and employers' social contributions.
¢ B.C. Ministry of Finance estimate.
Table 2.6.3 Labour Market Indicators: British Columbia
Forecast
2018 2019 2020 2021
Population (thousands at July 1) ..., 5,001 5,071 5,144 5,197
(%0 ChaNgE) ..., 1.6 1.4 1.4 1.0
Net migration (thousands)
—INternational ™ Lo, 57.5 64.4 39.1 45.3
— INEEIPIOVINGIAIY .o oo 9.5 9.6 9.0 10.0
e ] = | PRI 67.0 74.0 48.1 55.3
Labour force population? (fhOUSANGAS) ......vvveeeeeeeeeeeeeee e, 4,032 4,097 4,161 4,213
(% ChANGE) ... 1.3 1.6 1.5 1.2
Labour force (thousands) ...........co.oviiiiiiiii 2,617 2,685 2,633 2,680
(% ChANGE) ...t 0.6 26 -1.9 1.8
Participation rate® (%6) «.....eee e oo, 64.9 65.5 63.3 63.6
Employment (thousands) ..........coooiiiiiiii e 2,494 2,559 2,359 2,443
(% ChANGE) .. 1.1 26 -7.8 3.6
Unemployment rate (90) «...ucvuieiei e 4.7 4.7 10.4 8.8

! International migration includes net non-permanent residents and returning emigrants less net temporary residents abroad.
2 The civilian, non-institutionalized population 15 years of age and over.
% Percentage of the labour force population in the labour force.

4 Components may not sum to total due to rounding.
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Table 2.6.4 Major Economic Assumptions

Forecast
2018 2019 2020 2021
Real GDP
Canada (chained 2012 $ billioNs) ........cooviiiiiiiiieei e 2,058 2,092 1,929 2,006
(% ChaNGE) ..o 2.0 1.7 -7.8 4.0
U.S. (chained 2012 USS$ billioNS) ......c.ieniiiiiiiii e, 18,688 19,092 17,717 18,160
(% ChaNGE) . e 3.0 2.2 -7.2 2.5
Japan (chained 2011 Yen trillions) .........cocoviiiiiiiiiiiii e 532 536 501 509
(% ChaNGE) .. 0.3 0.7 -6.5 1.5
China (constant 2010 US$ billions) ..........cccooviiieiiiiiiiieiiiieceeen, 10,875 11,539 11,597 12,281
(% ChANGE) ..ot 6.8 6.1 0.5 59
Euro zone' (chained 2015 Euro billions) ..........ccoooiiiiiiiiiiiin 11,214 11,357 10,278 10,741
(% ChANGE) ..o 1.9 1.3 -9.5 4.5
Industrial production index (% change)
U S o s 3.9 0.9 -10.0 2.0
JADAN e —— 1.0 -2.6 -12.5 2.5
ChING e 6.3 5.8 0.5 5.7
EUFD ZONE ...ttt 0.7 -1.3 -12.5 8.0
Housing starts (thousands)
CaANAAA ...t 213 209 190 185
(% ChaNGE) .. -3.1 -2.0 -9.0 -2.6
U S e e 1,250 1,290 1,100 1,170
(% ChANGE) ..ot 3.9 3.2 -14.7 6.4
JAPAN L 942 905 770 770
(% ChaNGE) ... -2.3 -4.0 -14.9 0.0
Consumer price index
Canada (2002 = 100) «.uveuieinineeeee e 133.4 136.0 137.0 139.4
(% ChaNGE) ..o 23 1.9 0.7 1.8
Canadian interest rates (%)
3-month treasury bills ... 1.40 1.66 0.46 0.23
10-year government bONdS .........c.ooiiiiiiiiiiii e 2.26 1.55 0.74 0.92
United States interest rates (%)
3-month treasury bills ... 1.97 210 0.38 0.16
10-year government bONAS .........c.oeiiiiiiiiiiii e 2.91 214 0.90 1.1
Exchange rate (US cents/$ Canadian) .......................coooiviiiiininnnn, 77.2 75.4 73.3 74.7
British Columbia goods and services
Export price deflator (% change) ..........ccoovviiiiiiiiii 1.8 1.0 ° -0.4 3.0

' Euro zone (19) is Austria, Belgium, Cyprus, Estonia, Finland, France, Germany, Greece, Ireland,
Luxembourg, Malta, Netherlands, Portugal, Slovakia, Slovenia and Spain.
¢ B.C. Ministry of Finance estimate.

Italy, Latvia, Lithuania,
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The Economic Forecast Council, First Quarterly Report 2020

Introduction

In accordance with the Budget Transparency
and Accountability Act, the Minister of Finance,
in preparing the provincial budget, consults
the Economic Forecast Council (the Council
or EFC) on British Columbia’s economic
outlook. The 13-member Council is comprised
of leading economists from several of Canada’s
major banks and private research institutions.

Given the unprecedented economic impacts
and uncertainty caused by the COVID-19
pandemic this year, the Ministry resurveyed the
EFC in advance of the First Quarterly Report.
EFC members submitted economic forecasts
and provided their views on the short-term
timing and path of the economic recovery,

key medium-term issues facing the province,
and economic policies that could support B.C.’s
recovery.

EFC surveys were due on July 28, 2020.
Forecast details from the surveys are summarized
in the table at the end of this topic box.

British Columbia Outlook

On average, Council members forecast B.C.
real GDP to decline by 6.0 per cent in 2020,
down 8.4 percentage points from the Council’s
previous projection of 2.4 per cent growth from
January 2020. The Council forecasts growth

of 5.2 per cent in 2021, an upward revision

of 2.9 percentage points from their previous
forecast, as B.C.’s economy begins to recover
from the downturn in 2020 (see Chart 1).

Chart 1 — EFC Outlook for B.C.
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Forecasts for when B.C. real GDP will reach
its pre-COVID-19 level range from mid-2021
to the first half of 2023. Most members expect
this lost ground to be regained in 2022.

The EFC generally expects a rapid partial
recovery in economic activity as public health
restrictions are eased, followed by much slower
growth thereafter. Many members expect the
recovery path to be bumpy with potential
setbacks depending on the evolution of the
pandemic in B.C. and abroad. Others noted
that it will likely be uneven across sectors,
with a slower recovery in sectors that involve
substantial physical interaction, such as tourism
and live entertainment. A few members noted
that a full economic recovery will be unlikely
without a vaccine or effective treatment for
COVID-19, and that an accelerated timeline
for these medical technologies could speed up
the recovery across the economy.

Until a vaccine or effective treatment is widely
available, Council members recommended
policies in collaboration with the private
sector and other levels of government that
protect public health while enabling British
Columbians to safely and confidently
resume activities. Policies aimed at providing
safe schooling and childcare services were
mentioned as ways to enable individuals to
participate in the labour market (particularly
women). Other ideas included the creation
of pedestrian streets in high-density areas,
supports for telework such as increased
broadband infrastructure, and skills training
to facilitate labour market transitions.

Looking ahead, Council members generally
agree that immigration will continue to

play a major role in B.C.’s medium-term
outlook. Some members noted increased risks
to international immigration flows due to
mobility restrictions across borders. However,
it was highlighted that B.C.’s relative success in
limiting the spread of COVID-19 may attract
more newcomers. Various members mentioned
the connection between immigration and the
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housing market, and recommended policies to
support housing affordability and supply, as
well as broader policies to continue to attract
and retain diverse talent.

As in previous surveys, the EFC noted
developments in the natural resource sector
as a key issue for B.C.’s economy, with
related discussions about climate change
objectives, challenges in the forestry sector
and ongoing reconciliation with Indigenous
peoples. Continued investments were
recommended to support businesses across
all sectors of the economy during the public
health crisis (including financial and tax
supports, capital projects and initiatives to
foster entrepreneurship) in order to prevent
permanent job loss and maintain the productive
capacity of B.C.’s economy.

Many members discussed the appropriate
timing for stimulus withdrawal and reductions
to government deficits and debt in the

coming years. There was a strong consensus

that economic supports for households and
businesses should be maintained throughout the
COVID-19 pandemic to support the economic
recovery and wellbeing of British Columbians.

Canadian Outlook

The Council expects Canada’s economic growth
to be somewhat below B.C.’s in 2020 and 2021.
Canadian real GDP is forecasted to decline

British Columbia Economic Forecast Council:

by 7.0 per cent in 2020, then increase by
5.1 per cent in 2021 (see Chart 2).

Chart 2 — EFC Outlook for B.C. and Canada
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Members noted several aspects of B.C.’s
economy that contribute to higher growth
compared to the Canadian average, including
LNG development, strong residential and
non-residential construction sectors, and
diversified trading partners.

International Outlook

On average, the Council forecasts U.S. real
GDP to fall by 5.8 per cent in 2020, followed by
growth of 4.8 per cent in 2021.

Most members discussed trade risks
surrounding the international outlook with
regards to growing protectionism and trade
barriers as well as weak demand and commodity
prices, with potential impacts on B.C. exports.

Summary of B.C. real GDP forecasts, annual per cent change

Participant Organization 2020 2021
Douglas Porter ...........coooiiiiiiiiiinninen. Bank of Montreal ..................o.oon. -5.3 6.3
Brendon Ogmundson ............ccceveinenns BC Real Estate Association ............... -6.0 3.8
Ken Peacock ...................cccceeeeeennnnn..... Business Council of BC .................... -7.8 4.8
Helmut Pastrick ...........ccoovveveeeienn, Central 1 Credit Union ...................... -6.9 4.8
Avery Shenfeld ............ccooiiiiniiinens CIBC .o -6.1 5.9
Pedro Antunes ..........ccocoiiiiiiiiiiin. Conference Board of Canada ............. -6.1 8.0
Arlene Kish ..., IHS Markit .........ccooiiii, -6.8 3.7
Sébastien Lavoie ...............cceeiiiiiinnnl. Laurentian Bank Securities ................ -6.8 52
Stéfane Marion ..ol National Bank ...............coooiiiiiiinen. 5.7 4.0
Craig Wright ..o RBC .. -4.2 3.9
Jean-Francois Perrault ......................... Scotiabank ... -5.5 6.6
Aaron StOKES ......c.oviviiiiiiiie Stokes Economics ............ccoiiiiinnll -4.9 4.8
Derek Burleton ..o, T e -5.6 54
AVEIAQER ... e -6.0 5.2
Standard Deviation .........c.oouiiii i 0.9 1.3
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Other international risks included escalating Chart 3 — EFC Outlook for the Dollar
geopolitical tensions and the global evolution of o, ;' Uscentsisc - EFC (low) —EFC (average) = =EFC (high)
the COVID-19 pandemic.
80.0 -
Canadian Dollar 83
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750 US cents in 2020, lower than the range 72.0 4 BT PP PPN
of 74.3 US cents to 79.1 US cents forecast in
January 2020. In 2021, EFC forecasts ranged G 2020 2021
ﬁ'OI'Il 723 US cents to 783 US cents. Source: Economic Forecast Council forecasts
Forecast Survey — Participants’ Opinions
All figures are based 2020 2021
on annual averages Range Average ! Range Average !
British Columbia
Real GDP (% Change) ..........cccouvveeeiiiiiieeiiiieee e, -7.8--4.2 -6.0 (13) 3.7-80 5.2 (13)
Nominal GDP (% Change) ...........ccc.cevveeeeieeeieeeeieiensn 93--14 -5.3 (13) 50-107 7.2(13)
GDP Deflator (% change) ..........ccceeeieeieiieeeiiiiee e -26-28 0.6 (12) 1.1-5.8 2.0(12)
Real business non-residential
investment (% change) .......cccocireeiiiiiiic e -18.0-14.0 -2.1 (6) 2.0-18.9 10.0 (6)
Real business machinery and
equipment investment (% change) .. -200--84 -13.5(5) 0.5-26.6 10.0 (5)
Household Income (% change) .............ccccvveeeeeiuveeeeenn... -48-44 -1.2(8) -1.6-6.5 3.8 (8)
Net Migration (thousand
01T - PPN 35.0-62.8 43.3(9) 38.0-75.0 51.9 (9)
Employment (% change) ... -96--5.8 -6.8 (13) 28-6.9 5.0 (13)
Unemployment rate (%) ........ccoouveveeeeeeeeeeeeee e, 7.8-10.8 9.2 (13) 5.7-94 7.2(13)
Net operating surplus
of corporations (% change) ..........ccccovviiiiniiiiiniiineenns -26.0--7.9 -17.6 (6) -22-37.8 15.0 (6)
Housing starts (thousand
UNIES) ettt 28.0-38.3 34.7 (13) 27.3-42.0 36.7 (13)
MLS residential unit
sales (thousand units) ...........ccooeeiiiiiiiiiii 63.5-78.0 70.8 (7) 75.0-88.0 79.7 (7)
MLS residential average
sale price ($ thousand) ..........ccooeiiiiiiiiiiiii e 710.1 - 750.0 730.9 (7) 683.5-810.0 741.7 (7)
Retail sales (% Change) ..........cccuveeeeiiureeeeeiiieeeeeeeeeeas -11.7--1.8 -6.4 (8) 1.0-121 5.9 (8)
Consumer price index (% change) 02-12 0.7 (11) 12-241 1.7.(11)
United States
Real GDP (% Change) .........ceeeeueeeeeeeiieee e -7.5--4.5 -5.8 (13) 35-6.7 4.8 (13)
Intended Federal Funds
FALE (20) +eveniee e 0.14-0.70 0.34 (12) 0.06 - 0.25 0.19 (12)
Housing starts (million units) 1.10-1.35 1.25 (12) 1.23-1.40 1.31 (12)
Canada
Real GDP (% ChaNge) .......ceeviiiiiiieniieiie e -85--5.9 -7.0 (13) 37-67 5.1(13)
Bank of Canada overnight
target rate (%) «.oevvvvrneeiiii e 0.25-0.60 0.39 (12) 0.25-0.25 0.25 (12)
Exchange rate (US cents/$C) .........oovvvveeieeeeeceeceeeeen 721-75.0 73.6 (13) 72.3-783 75.1(13)
Housing starts (thousand Units) ............ccccceeeeeeeeeeeeeiiiennn. 145 - 200 185 (13) 155 - 215 194 (13)
Consumer price index (% change) ...............cccvveeeeeeenn... 0.4-21 0.8 (13) 1.0-20 1.6 (13)

" Based on responses from participants providing forecasts. Number of respondents shown in parentheses.
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