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SUMMARY
2010/11 First Quarterly Report

September 14, 2010

Updated Five Year Fiscal Plan

(% millions) 2009/10 2010/11 2011/12 2012/13 2013/14

Budget 2010 Five Year FiscalPlan ...................... (2,775) (1,715) (945) (145) 410

Revenue changes ...........cooviiiiiiiee 471 812 773 571 798

Expense changes ...........cooiviiiiiiiiiic i 400 477) 12 144 32

Forecast allowance changes ..............cccoevevinene. 125 - - - -

Impact of allocating available revenue ....................... - - (650) (700) (750)
Updated Five Year FiscalPlan ............................ (1,779) (1,380) (810) (130) 490
Taxpayer-supported capital spending and debt:

Capital SpeNdiNG .......eeveeiiiieeee e, 3,754 5,603 3,612 2,957 3,187

DDt .. 30,021 33,669 37,267 38,729 40,040

Debt to GDP ratio ......cccceeeveeeeiiiee e 15.9% 17.0% 18.1% 17.9% 17.6%
Economic growth:

REAI GDP ... -2.3% 3.1% 2.2% 2.8% 2.8%

Fiscal position improves

* The province’s outlook over the remaining
four years of the plan to balance the budget by
2013/14 has improved by $2.7 billion since
Budger 2010. The improvement is primarily due
to higher than expected corporate income tax
revenue.

Fiscal plan improves by $2.7 billion

($ millions)
. Annual * _, 335 $785 $715 $830
improvement Available for revenue
and/or spending initiatives
$650 $750
$700
$335
$135 $15 $80
2010/11 2011/12 2012/13 2013/14

e  Government has decided to make available a
significant portion of this improvement for

allocation to revenue and/or spending initiatives
in 2011/12, 2012/13 and 2013/14.

e While the fiscal plan update reports revenue
improvements in all years, the additional revenue
in 2010/11 will be reserved by government
to cover spending pressures and reduce the

projected deficit by $335 million.

* In addition to setting aside available revenue,
government has been able to reduce the
projected deficits in 2011/12 and 2012/13 by
$135 million and $15 million, respectively, and

increase the projected surplus in 2013/14 by
$80 million.

* Annual revenue growth is expected to average
4.8 per cent over the three-year fiscal plan
reflecting average annual nominal GDP growth
of 4.7 per cent; recovery in the natural resource
sector mainly due to rising commodity prices;
and updated projections provided by Crown
corporations and agencies.

* Spending changes primarily result from
additional forest firefighting costs in 2010/11
and adjustments to projected spending funded
by third party recoveries in all three years. As
well, the fiscal plan has benefited from lower
than expected debt servicing costs.

* Government expects to maintain its five-year
plan profile and has retained the forecast
allowance at Budger 2010 levels to ensure a

balanced budget is achieved by 2013/14.

* Opverall, taxpayer-supported capital spending is
virtually unchanged since Budger 2010; however,
the updated forecast reflects approval for full day
kindergarten and revised costs for the Children’s
and Women’s Hospital project.

* Taxpayer-supported debt levels are down
by $79 million in 2010/11 compared to
Budget 2010, but higher by $547 million
in 2011/12, $400 million in 2012/13 and
$422 million in 2013/14. The increases are due
to the impact of a higher than expected taxpayer-
supported debt balance at the end of 2009/10,
partially offset by higher cash flows from tax

revenue.
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Summary

The increases in taxpayer-supported debt levels
impact the associated debt to GDP ratios;
however the changes are minimal (see chart).
The debt balances and ratios include the impact
of fully allocating the available revenue in
2011/12, 2012/13, and 2013/14.

Debt remains affordable

Taxpa!

21.3%

02/03

yer-supported debt to GDP ratio (%)
Forecast and fiscal plan

Updated forecast maintains
i\ downward trend as government
returns to balanced budgets

| First Quarterly
| Report update
|

y
N\ 18.1% 17.9%
17.9% 17.8%

|

17.0%

H Budget 2010
forecast

03/04 04/05 05/06

06/07  07/08

08/09

Despite the improved fiscal outlook, there are a
number of risks and pressures to the fiscal plan,
including the impact of changes in economic
growth, the potential for abrupt changes in
energy and commodity prices, and higher than
expected demand for government services.
Therefore, government has kept the forecast
allowances in the updated five-year plan at the
same levels as in Budget 2010.

Economic forecast remains prudent

'The Ministry of Finance forecasts BC’s real
GDP to grow by 3.1 per cent in 2010 and by
2.2 per cent in 2011, following the contraction
of 2.3 per cent in 2009.

BC’s economy is expected to grow by

2.8 per cent per year in the medium-term,
closer to historical levels. This is mainly due
to the anticipated recovery of US demand
(particularly in the US housing market),

Ministry forecast prudent relative to private sector

BC Real GDP

Per

cent change

2010 2011

3.6

31 3.0

Private Sector  Ministry of Finance

Private Sector  Ministry of Finance

Source: BC Ministry of Finance and various private sector financial institutions

17.6%
17.5%

09/10 10/11 11112 1213 1314

growth in domestic demand and a steady rise in
commodity prices.

The projected real GDP growth for 2010 is an
improvement over the forecast in Budger 2010,
reflecting better than expected performance in
some economic indicators through the first half
of the year.

The Ministry’s forecast is more prudent than
an average of six private sector forecasts

by 0.5 percentage points in 2010 and

0.8 percentage points in 2011 in recognition
of the significant downside risks to the forecast
due to the potential for greater economic
weakness in the US than assumed.

Specific areas of risk include:

— a possible “double-dip” return to recession

in the US;

— the sovereign debt crisis in some European
countries threatening the stability of global
financial markets;

— slower than anticipated global demand
resulting in weaker demand for BC’s
eXports;

— greater than anticipated moderation in the
Canadian housing market;

— further appreciation of the Canadian

dollar; and

— sudden weakening of the US dollar result-
ing in significant disruptions to global
financial and commodity markets.

Budget Consultation

Government will be addressing new and
existing priorities as it enters into the

budget development process. A committee

of the Legislative Assembly will be seeking
public input as part of this process, and

will be holding public meetings in selected
communities throughout BC beginning in late
September through to October.

The available revenues outlined in the updated
five year fiscal plan table provide choices for
British Columbians. These include additional
tax reductions, spending on social programs
and debt reduction. However, commitments
to these areas must be affordable today as

well as being sustainable in the years ahead.
The legislative committee will issue a report
on its findings to the Legislature no later than
November 15, 2010.

First Quarterly Report 2010/11



2010/11 First Quarterly Report

PART ONE — UPDATED FISCAL PLAN

September 14, 2010

Table 1.1 Fiscal Plan Update

2010/11
N 2009/10 Budget  Updated Updated Plan
($ millions) Actual Forecast 2011/12 2012/13

REVENUE ...t 37,521 39,190 39,965 41,596 43,236

EXPENSE ..ot (39,300) (40,605) (41,045) (41,456) (42,266)
Surplus (deficit) before forecast allowance ................. (1,779) (1,415) (1,080) 140 970

Forecast allowance ...............cccooeeiiiiiiiiici - (300) (300) (300) (400)
Fiscal plan before allocation of available revenue ........ (1,779) (1,715) (1,380) (160) 570

Impact of allocating available revenue ......................... - = - (650) (700)
Surplus/(Deficit) ..........ccooiiiii (1,779) (1,715) (1,380) (810) (130)
Capital spending:

Taxpayer-supported capital spending .....................c... 3,754 5,414 5,603 3,612 2,957
Provincial Debt:

Taxpayer-supported debt ... 30,021 33,748 33,669 37,267 38,729

Taxpayer-supported debt-to-GDP ratio ........................ 15.9% 17.2% 17.0% 18.1% 17.9%
Introduction

The province’s fiscal outlook has improved by $1.8 billion over the three-year fiscal plan
period (2010/11 to 2012/13) since Budger 2010. Government has decided to make
available a significant portion of this improvement for allocation to revenue or spending
initiatives in 2011/12 and 2012/13. Over the coming months, the allocation of available
revenue will be determined by government in conjunction with the budget consultation
process, culminating in Budger 201 1.

While the fiscal plan update reports revenue improvements in all three years, the
additional revenue in 2010/11 will be reserved by government to cover spending
pressures and reduce the projected deficit by $335 million. As well, in addition to setting
aside available revenue in 2011/12 and 2012/13, government has been able to reduce the
projected deficits in those years by $135 million and $15 million, respectively.

Compared to the Budget 2010 fiscal plan:

* Total revenues are up $2.2 billion over the three-year fiscal plan period, mainly due to
higher corporate income tax revenue.

* Total government spending is $321 million higher over the fiscal plan period, mainly
due to forest firefighting costs incurred in 2010/11 and additional spending related to
federally funded programs.

e At $12.2 billion over the three years, taxpayer-supported capital spending is
$76 million higher than in the Budger 2010 plan, reflecting spending approval for full
day kindergarten and revised costs for the Children’s and Women’s Hospital project.
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6 Updated Fiscal Plan

Table 1.2 Three-Year Fiscal Plan Update — Changes from Budget 2010

($ millions) 2010/11 2011/12 2012/13
Budget 2010 Fiscal Plan (March 2,2010) ..............cooiiiiiiiii e (1,715) (945) (145)
Revenue changes:
Personal income tax — mainly weak 2009 tax assessments ..........cccccooeceeeeeniieeeeennee. (120) (71) (76)
Corporate income tax — mainly strong 2009 tax assesSMents ..........cccceveveriieerieeennen, 674 523 733
Harmonized sales tax — updated base and economic forecast .............cccccvvviveeeeeeennn, 35 25 17
Property transfer tax — lower housing starts ... - (65) (103)
Other tax sources — mainly tobacco and fuel ............cooiiiiiiiiiii e, 91 36 45
Forests — mainly improved volumes, offset by lower stumpage rates and
border tax COIECHONS ........ooi e (29) 13 38
Natural gas royalties — reduced price OULIOOK ...........cccoiiiiiiiiiiiiiii e (166) (208) (174)
Crown land tenures — reflects one-year extension to deferral of cash receipts ............ (58) (38) (63)
Coal, metals and minerals — mainly improved coal priCes ..........c.cccoevviiriieenieennieene 92 176 217
Other energy and natural resources — mainly lower electricity prices (Mid Columbia),
offset by improved water rentals ..., (43) (25) 1
Fees, licenses, investment earnings and miscellaneous Sources ............ccccceeevueeeeene. 170 363 (98)
Health and social transfers — offset to tax improvement and assumes no change from
current methodology of transfer allocation ...................c.cocoii (38) 76 87
Disaster Financial Assistance, Labour Market Development and Strategic Training ... 152 4 -
Other federal government transfers — mainly improved SUCH sector forecast .......... 69 64 41
Commercial Crown agencies operating results:
Liquor Distribution Branch — mainly consumer shift to purchasing
lower Priced PrOAUCES .......o.eeeiieiiiiiee et e e e e e e e (11) (28) (37)
BC Lotteries — mainly impact of lower consumer discretionary spending ................. (35) (71) (77)
ICBC — mainly lower claims costs, partially offset by lower investment
(1 Te7o] 34TSR PSRRI 36 (7) -
Other commercial Crown agencies Changes ............ccoccoeeueeveeeeeeeeeeeeeee e, ) 6 20
Total revenue changes’ ......................ocoiiiiiii e 812 773 571
Less: expense increases (decreases):
Consolidated Revenue Fund changes:
Firefighting COSES ......uiiiie e 220 - -
Transfer of BC Rail shares to BC Transportation Financing Authority ..................... 110 - -
Management of public debt (net) — mainly lower interest rates ............ccccocceeerineee. (2) (39) (42)
Spending funded by third party recoveries (see Table 1.11) ... 192 27 (108)
Increase in transfers to service delivery agencies ............cccooeeeiiiiieieccciiee e (128) (50) (62)
Changes in spending profile of service delivery agencies:
S Ted g loTo] [ 151y o1 < TSRS - 6 8
Post secondary institutions — spending related to federal research grants ............... 98 96 100
Health authorities and hospital societies — lower staffing and operating cost
projections, offset in 2010/11 by an increase in physician services ................... 23 (41) (41)
Other service deliVery @genCies .........ccooeiiiieiiiiee et (36) (11 1
Total expense increases (decreases)’ ............ccooim oo 477 (12) (144)
Updated Fiscal Plan before allocation of available revenue................................... (1,380) (160) 570
Impact of allocating available reVenUe....................oooeiiiiiii e - (650) (700)
Updated Fiscal Plan .............. ..o, (1,380) (810) (130)

' Revenue and expense changes are shown net of the impact of a correction to the accounting treatment of third party recoveries related to the Evergreen
Line in the amounts of $37 million in 2010/11, $134 million in 2011/12 and $135 million in 2012/13. In Budget 2010 these recoveries were allocated to

revenue and expense, whereas the appropriate accounting treatment is to capitalize these amounts.

e Taxpayer-supported debt is projected to decrease by $79 million in 2010/11
compared to the Budget 2010 projections, but increase by $547 million in 2011/12
and $400 million in 2012/13. The increases are due to the impact of a higher than
expected taxpayer-supported debt balance at the end of 2009/10, partially offset by

higher cash flows from tax revenue.
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Updated Fiscal Plan 7

* 'The increases in taxpayer-supported debt balances impact the associated debt to
GDP ratios; however the changes are minimal, with the 2010/11 ratio reduced
by 0.2 per cent to 17.0 per cent, the 2011/12 ratio increased by 0.2 per cent to
18.1 per cent, and the 2012/13 ratio increased by 0.1 per cent to 17.9 per cent.
The debt balances and ratios include the impact of fully allocating the available
revenue in 2011/12 and 2012/13.

Despite the improved fiscal outlook, there are a number of risks and pressures to the
fiscal plan, including the impact of slower than expected economic growth in our trading
partners, continuing instability in financial markets, the potential for abrupt changes in
energy or commodity prices, and higher than assumed demand for government services.
Therefore, government has kept the forecast allowances in the updated fiscal plan at the
same levels as in Budger 2010.

The main changes to the fiscal plan are discussed in Part 1, with detailed tables and
assumptions in the Appendix. Economic changes are outlined in Part 2 while financial
results for the April to June quarter can be found in Part 3.

Revenue
Change from Budget 2010

The improvement in government revenue projections compared to Budger 2010 reflects:
* strong preliminary 2009 corporate income tax assessments;

* higher federal government contributions including disaster financial assistance related
to the 2009 firefighting costs and recoveries for strategic training and labour market
development program spending in 2010/11; and

e an improved outlook for coal prices.

These improvements are partially offset by lower revenue from:
e personal income tax mainly due to weak 2009 assessment results;
* property transfer tax due to a reduced forecast for BC housing starts;

* natural gas royalties and Columbia River Treaty electricity sales due to lower energy
prices; and

* lower net income from the Liquor Distribution Branch and BC Lottery Corporation
due to a shift in consumer spending.

The revised revenue forecast for 2011/12 also includes the anticipated property sale
of Little Mountain with proceeds to be reinvested into the creation of more than one
thousand new supportive housing units.

Annual trends in current forecast

Annual revenue growth is expected to average 4.8 per cent over the three-year fiscal plan
reflecting average annual nominal GDP growth of 4.7 per cent; recovery in the natural
resource sector mainly due to rising commodity prices; and updated projections provided
by Crown corporations and agencies.
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Updated Fiscal Plan

Table 1.3 Revenue by Source

2010/11 Updated Updated
($ millions) Actual Updated Plan Plan
2009710 Budget ' 201112 201213
Taxation revenue
Personal inCome .........cviiiiii i 5,529 5,861 5,741 6,053 6,469
Corporate iINCOME ......ccviiiiiiii e 1,317 847 1,521 1,625 2,076
Harmonized sales ...........cooeiniiiii i - 3,784 3,819 5,401 5,745
Other sales " ... ..cooovii e 4,765 1,399 1,399 201 173
FUBL oo 884 877 890 897 907
CarbON ..o 542 727 730 933 1,141
TODACCO ..ivii i 682 686 747 686 686
PrOPEIY ..oeieee e, 1,884 1,906 1,916 1,917 2,007
Property transfer ..o 887 900 900 980 1,027
O e 2 e, 612 435 439 413 424
17,102 17,422 18,102 19,106 20,655
Natural resource revenue
Natural gas royalties ...........c.cooooiiiiiiii 406 698 532 794 1,075
FOrESS .o 387 491 462 610 641
Other resourCe ® ........ooii i 1,853 2,019 2,010 2,197 2,257
2,646 3,208 3,004 3,601 3,973
Other revenue
Medical Services Plan premiums ................ccooiiiiiiiiiinnnn. 1,666 1,741 1,755 1,900 2,035
Otherfees * . ... 2,453 2,615 2,686 2,613 2,650
Investment earnings ........c..cooiiiiiiii e 963 921 939 1,078 1,213
MiSCEllANEOUS 5 ... .o 2,754 2,597 2,627 2,889 2,601
7,836 7,874 8,007 8,480 8,499
Contributions from the federal government
Health and social transfers ................cocoiiiiiiiii 4,883 5,165 5,127 5,368 5,667
Harmonized sales tax transition payments ...................oooeeee. 250 769 769 580 -
Other federal contributions ® .................oooiiiiiiiiii 1,784 1,751 1,972 1,479 1,440
6,917 7,685 7,868 7,427 7,107
Commercial Crown corporation net income
O3 1Yo o KR 447 617 604 669 655
Liquor Distribution Branch ... 877 974 963 985 1,002
BC Lotteries (net of payments to federal government) ............ 1,070 1,106 1,071 1,082 1,118
OB C e 601 303 339 238 212
Transportation Investment Corporation (Port Mann) .................. (4) (19) (14) (14) (8)
1011 T= ST 29 20 21 22 23
3,020 3,001 2,984 2,982 3,002
Total reVeNUE ..o 37,521 39,190 39,965 41,596 43,236

" Includes social service tax and continuation of the tax on designated property now at 12%. More details are available in Table A5.

2 . . . .
Corporation capital, insurance premium and hotel room taxes.

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

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

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

8 Includes contributions for health, education, community development, housing and social service programs, and transportation projects.
7 In July 2010 BC Hydro was re-amalgamated with BC Transmission Corporation. Amounts for 2010/11 have been restated to reflect this change.

® The amount for 2009/10 represents ICBC's earnings during government's fiscal year. On ICBC's fiscal year basis (December), the actual amount for

2009 was $563 million.
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Updated Fiscal Plan

Table 1.4 Expense by Ministry, Program and Agency

($ millions) 200010 Budget' FDESS 01112 201213
Office of the Premier ..o 10 10 10 9 9
Aboriginal Relations and Reconciliation ............................. 66 40 40 38 37
Advanced Education and Labour Market Development .......... 2,095 2,114 2,114 2,115 2,121
Agriculture and Lands ...........oooiiiiiiiiii e 97 82 82 80 80
Attorney General ..........cooviiiiiiii 540 468 468 458 458
Children and Family Development ...............c.ccoiiiiiit, 1,306 1,334 1,334 1,334 1,334
CitiZzens' SErVICeS . ... 510 613 613 598 598
Community and Rural Development ...............cocoiiiiiiennn. 178 309 309 220 220
Education ... ..o 5,012 5,165 5,165 5,243 5,265
Energy, Mines and Petroleum Resources ......................eeee. 42 54 54 50 52
Environment ... 163 167 167 162 162
FINANCE ...vii i 102 71 181 64 64
Forestsand Range ... 1,014 641 861 595 606
Health Services .........ccoiiiiiiiii e 13,867 14,760 14,760 15,680 16,127
Healthy Living and Sport ...........c.coiiiiiiiiee 43 51 51 51 51
Housing and Social Development ...............coooiiins 2,672 2,730 2,730 2,694 2,694
2= o T T | PPN 16 16 16 16 16
Public Safety and Solicitor General ..................ccooviiiininin, 596 602 602 602 603
Small Business, Technology and Economic Development ...... 44 62 62 54 54
Tourism, Culture and the Arts .......c.cooviiiiiiiiiee 104 115 115 96 96
Transportation and Infrastructure .................ccooeveiiiiinnn.. 732 753 753 808 808
Total ministries and Office of the Premier ......... 29,209 30,157 30,487 30,967 31,455
Management of public funds and debt ................................ 1,141 1,301 1,299 1,340 1,390
COoNtINGENCIES ...eeeiitiii e 360 450 450 450 450
Funding for capital expenditures .............c.cocooiiii, 866 1,751 1,751 1,162 789
Legislative and other appropriations .................ccoeeeveeunnnnn.. 148 123 123 122 124
Consolidated revenue fund expense ..................ccoooeieiennn. 31,724 33,782 34,110 34,041 34,208
Expenses recovered from external entities ......................... 2,748 2,741 2,896 2,497 2,570
Funding provided to service delivery agencies ......................... (19,240) (20,704) (20,832) (20,555) (20,399)
Ministry and special office direct program spending .......... 15,232 15,819 16,174 15,983 16,379
Service delivery agency expense:
School diStriCtS .....vniei 5,379 5,440 5,440 5,515 5,535
Post-secondary institutions ................coooii 4,628 4,727 4,825 4,885 4,945
Health authorities and hospital societies ............................. 10,761 11,141 11,164 11,701 11,954
Other service delivery agencies ............ccocovevveviiriiniineennannn. 3,300 3,478 3,442 3,372 3,453
Total service delivery agency expense ............. 24,068 24,786 24,871 25,473 25,887
Total @XPeNSe ..o 39,300 40,605 41,045 41,456 42,266

1 Restated to reflect government's current organization and/or accounting policies.
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Detailed revenue projections are disclosed in Table 1.3 and Appendix Table A2, and key
assumptions and sensitivities relating to revenue are provided in Appendix Table A5.
Details of the major revenue sources are shown in the tables below.

* After adjusting for tax measures and prior year impacts in 2010/11, the personal
income tax base revenue is forecast to average 5.4 per cent growth over the next
three years consistent with personal and labour income growth assumptions.

Table 1.5 Personal Income Tax Revenue

($ millions) 2010/11  2011/12  2012/13
First Quarterly Report forecast ................ccccoccoeveviiiiiicnennen. 5,741 6,053 6,469
Previously announced measures:

— Basic personal amount tax credit increased to $11,000 .......... 174 183 193
— Elimination of sales tax & introduction of BC HST tax credit .... 157 227 227
— Federal government ... 7 8 9
—Dividend tax credits ...........ccooiiiiiiii (32) (33) (35)
— Other MeaSsUIeS ... 1 (3) (11)
Prior-year adjustment .............ccoouiiiiiiieiie e 52 - -
Base personal income taxrevenue ................................... 6,100 6,435 6,852
Annual growth ... 3.8% 5.5% 6.5%
Personal income growth (calendar year) ............cc.coooeviiinenns 2.7% 3.6% 4.6%
Labour income growth (calendar year) ...........cccoociiiiiiiiiniinn. 3.0% 4.0% 4.8%
Elasticity ' (calendar year basis, policy neutral) ....................... 1.2 1.4 1.4

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

 Corporate income tax revenue is forecast to average 16.4 per cent annual growth over
the three years 2010/11 to 2012/13 due to strong 2009 tax assessments; an updated
federal government forecast of the national tax base; and rising prior-year settlements
reflecting payment lags under the Zax Collection Agreement. The forecast continues
to incorporate the impacts of the reduction in the general business tax rate to
10 per cent by January 2011and the elimination of the small business tax rate, effective

April 1, 2012,

Table 1.6 Corporate Income Tax Revenue

($ millions) 2010111 2011/12  2012/13
Advance instalments from the federal government:

—Paymentshare ... 11.8% 11.2% 13.4%

—AAVANCES ..., 1,476 1,502 1,767
International Business Activity Act refunds ...................cooieei (20) (20) (20)
Prior-year adjustment ...........ccociiiiiiiii i 65 143 329
Corporate income tax revenue ..................cccceveiiiiiinnnnnnn. 1,521 1,625 2,076
Annual per cent growth ... 15.5% 6.8% 27.8%

* Revenues from the harmonized sales tax (HST), social service tax and tax on private
sales of vehicles are expected to grow in line with the updated forecasts of consumer
expenditures, residential investment and overall economic growth. The two bases of
consumer expenditures and residential investment are assumed to comprise about

84 per cent of the total BC portion of the HST base.
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Table 1.7 Sales Taxes Revenue
($ millions) 2010/11 201112 2012/13
Harmonized Sales Tax (BC's portion of HST)
(€] o 113 4,969 6,946 7,355
Temporary restrictions of input tax credits ...........cccccceviieeininnns 118 162 168
REDALES ...eeeiiieeee s (1,268) (1,707) (1,778)
BC's portion of HST ............cooiiiii e 3,819 5,401 5,745
S0CIal SEIVICE taX ... 1,274 30 -
Tax on private sales of vehicles 125 171 173
Annual per cent change (calendar year) 2010 2011 2012
Consumer expenditure .............c.coooiiiiii e 4.4% 4.6% 5.0%
Residential investment ... 14.6% 6.6% 4.9%
Retail Sales ........ouiei 5.2% 4.1% 4.5%
NOMINal GDP ... 5.0% 4.0% 5.1%

Harmonized sales tax revenue projections are net of rebates and credits on purchases
of residential energy, motive fuel, and new housing; and net of rebates provided to
municipalities, charities, non-profit organizations and the SUCH sectors.

Social service tax revenue is expected to be on budget at $1,274 million in 2010/11
and $30 million in 2011/12. Revenue from the tax on private sales of vehicles is also

unchanged from budget.
* Property transfer tax revenue is expected to average 5.0 per cent annual growth over
the fiscal plan, consistent with the revised outlook for BC housing starts.

Chart 1.1 Property transfer tax
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* Natural gas royalties are expected to increase each year of the fiscal plan reflecting the
updated price and production volume outlook. Based on the private sector average,
prices are forecast to average 17 per cent annual growth and the production volumes
are based on industry’s contractual commitments with pipeline companies who
have sought approval from the National Energy Board to increase pipeline capacity.
See Appendix Table A6 for more details regarding the revised natural gas price forecast
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* Revenue from sales of Crown land oil and natural gas tenures is expected to increase
an average of 4 per cent over the three year plan mainly due to continued strong
average bid prices per hectare reflecting industry’s continuing interest in investing and
developing provincial resources. Consistent with the recommendation of the Office of
the Auditor General, revenue recognition has changed from eight to nine-year deferral
of cash receipts.

* Metal and mineral revenues are forecast to rise an average 17.5 per cent over the fiscal
plan mainly due to strong coal contract prices and continuing tight world supply in
the face of rising demand for metallurgical coal.

Table 1.8 Energy, Metals and Minerals — Price and Revenue Assumptions
2010/11 2011/12  2012/13

Prices
Natural gas ($Cdn/gigajoule at plantinlet) .................... 3.35 4.02 4.64
Bid price per hectare ($) ..........coooviiiiiiiiii 1,500 943 1,198
Coal (BUSHONNE) . .oeneeieeee e 222 232 234
Copper (BUS/Ib, LME) .....oeeuiiiiieiiieeeeeee e, 2.9 3.00 2.75
Electricity (BUS/MwH, Mid-C) ..........occoviiiiiiiiienn. 39.59 44.78 48.31
Petroleum ($US/barrel, Cushing OK) .............ccoeevvvnnnes 79.24 84.33 87.71

Revenue ($ million)
Natural gas royalties ..........cooiiiiiiiiies 532 794 1,075
Sales of Crown land l1eases ..........ccccvvviiiiiiininennne, 935 969 981
Metals and minerals ..o 389 493 507
(@ 1 Y PP 282 302 308
TOtal e 2,138 2,558 2,871
Annual percentchange ...........cccooiiiiiiiiiiin 14.8% 19.6% 12.2%

e Forest revenue is expected to grow 19 per cent, 32 per cent and 5 per cent in 2010/11,
2011/12 and 2012/13, respectively, as an expected recovery in lumber prices and
the US housing market results in increasing Crown harvest and lumber exports. The
relatively slower growth in 2012/13 reflects reduced border tax collections under the
Softwood Lumber Agreement as the export tax rate is expected to fall from the current
15 per cent rate to 5 per cent by July 2012 due to rising lumber prices.

* Other revenue, comprised of revenue from fees and licences, investment earnings
and other miscellaneous sources, is forecast to average 2.7 per cent annual growth,
incorporating the updated real economic growth forecast for BC, a rising population
trend, increasing cash balances and interest rates and updated projections provided by
Crown corporations and agencies.

* Revenue from health and social transfers is expected to average 5.1 per cent annual
growth reflecting national base growth, a rising BC population share and assuming no
change to the current methodology of determining entitlement.

e HST transition payments of $769 million and $580 million in 2010/11 and 2011/12
are unchanged from budget and consistent with the Comprehensive Integrated Tax
Coordination Agreement. Other federal contributions include funding in support
of labour market development, immigration, local government grants and direct
contributions to taxpayer supported Crown corporations and agencies. Table A5
provides more details of the various funding programs.
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Expense

Table 1.9 Federal Government Contributions

($ millions) 2010/11 2011/12 2012/13
Canada Health Transfer (CHT) ......ccoooviiiiiiiiiiiiieeen 3,574 3,777 4,023
Wait tIMES ..ovvieiii e 33 33 33
Health deferral ... 51 23 23
Canada Social Transfer (CST) .....oviviiiiiiiiiiiieieeen 1,483 1,535 1,588
Prior-year adjustments .............coiiiiiii (14) - -
Total health and social transfers ................................ 5,127 5,368 5,667
Harmonized sales tax transition payments ..........c.cccceeeeeeenn, 769 580 -
Other contributions .............ccoeeueeueeeeeeeeeeeeeeeeeeee e 1,972 1,479 1,440
Total federal government contributions ....................... 7,868 7,427 7,107

* Commercial Crown corporation net income is expected to be below budget by
$17 million in 2010/11, $100 million in 2011/12 and $94 million in 2012/13.
The forecast mainly reflects lower consumer discretionary spending for gaming
(BCLC), and changing consumption patterns and a shift to purchasing lower priced
liquor products (LDB). Lower net income in 2010/11 from these sources is partially
offset by improvements in ICBC mainly due to lower claims costs.

Opver the three-year plan, average annual net income growth is relatively flat as rising
annual contributions from BC Hydro, LDB and BCLC are offset by reduced earnings
from ICBC.

Total spending is projected to increase by $477 million in 2010/11, but decrease by

$12 million in 2011/12 and $144 million in 2012/13 when compared to Budger 2010.
The changes primarily result from additional forest firefighting costs in 2010/11 and
adjustments to projected spending funded by third party recoveries in all three years.

As well, the fiscal plan has benefited from lower than expected debt servicing costs, which
partially offset the increased spending in 2010/11 and further improved the 2011/12 and
2012/13 bottom lines.

Consolidated Revenue Fund spending

The updated forecast for 2010/11 includes an increase of $220 million in spending by
the Ministry of Forests and Range for forest firefighting costs. As of late August 2010, the
province has experienced almost 1,600 fires that have damaged approximately 300,000
hectares.

The Ministry of Finance spending will be $110 million over budget in 2010/11 due to
the transfer of BC Rail shares to the BC Transportation Financing Authority (BCTFA).
This expense to the ministry is fully offset by an equity gain in BCTFA with no net
impact on the fiscal plan.

Apart from these increases, ministry spending for 2010/11 through to 2012/13 is
unchanged from Budger 2010.

Debt servicing costs are forecast to decrease by $2 million in 2010/11, $39 million in
2011/12 and $42 million in 2012/13, despite higher debt balances, as a result of lower
interest rates and a shift in debt management strategy to take advantage of market
conditions.
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Contingencies

The notional allocations to the Contingencies vote are unchanged from Budger 2010,
with three year funding totalling $160 million for the 2010 Sports and Arts Legacy and
Climate Action and Clean Energy initiatives being managed from Contingencies as well
as $10 million for cost uncertainties associated with the 2010 Olympic and Paralympic
Winter Games.

Table 1.10 Notional Allocations to Contingencies

($ millions) 2010/11  2011/12 2012/13
2010 Sports and ArtS LEGACY .....oveeeeriieiieeeiiee e eieeesee e 20 20 20
Climate Action and Clean Energy initiatives ...........cccccceviiiiiiiiiineieeee 20 40 40
2010 Olympics — contingency allocation ...............ccccceeeiiieeeiiiiciieeeann, 10 - -

Subtotal notional allocations ....................ccocoiii 50 60 60
Reserved for unforeSeen PreSSUreS ........oouvceceveeveeeieeeeeeieeeeeee e 400 390 390

Total contingencCies ...............cooiiiiiiiiiiiii 450 450 450

Government continues to face a variety of pressures over the three years of the plan which
ministries and agencies will work to manage within existing budgets, with additional
funding provided from the Contingencies vote as necessary. These pressures include:

e Teachers Pension Plan contribution adjustments based on recent actuarial valuations;

* funding to assist employers with the adoption of the Municipal Pension Plan based on
government’s commitment to protect direct services to clients;

* higher than anticipated utilization of government services; and

* First Nations treaty negotiations coming to resolution.

Operating transfers to service delivery agencies

The increase in operating transfers to service delivery agencies in 2010/11 reflects the
transfer of BC Rail shares to the BC Transportation Financing Authority. As well,
subsequent to Budger 2010, funding discussions between ministries and the service
delivery agencies that fall within their area of responsibility resulted in increases in
operating funding transfers over the fiscal plan period (2010/11 to 2012/13).

Spending recovered from third parties

Spending funded by recoveries from third parties is projected to increase by $111 million
over the fiscal plan period (2010/11 to 2012/13) compared to Budger 2010. The changes
reflect:

* lower recoveries for fiscal agency loan and other interest costs ($90 million), mainly in
2012/13;

* increased healthcare related cost recoveries primarily for the Pan Canadian Surveillance
Project ($53 million);

* higher spending on federally funded programs for strategic training and labour market
development ($96 million), mainly in 2010/11; and

* anet increase in changes to other recoveries ($52 million).

The above spending changes are offset by an equal reduction in revenue, and as a result
have no net impact on the fiscal plan.
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Table 1.11 Spending Recovered From Third Parties '
— Changes from Budget 2010

($ millions) 2010/11 2011/12 2012/13
Fiscal agency loan and other interest cost recoveries ..................... (1) 17 (106)
Healthcare related cost reCOVeries ...........oooviiieiiiiiiie e 37 6 10
Federal funding for training and labour market development .......... 94 1 1
OthEr FTECOVEIIES ...ttt 62 3 (13)
Total ChANGES ........ooviiieee e 192 27 (108)

1 Changes are shown net of the impact of a correction to the accounting treatment of recoveries related to the Evergreen Line in
the amounts of $37 million in 2010/11, $134 million in 2011/12 and $135 million in 2012/13. In Budget 2010 these recoveries
were allocated to revenue and expense, whereas the appropriate accounting treatment is to capitalize these amounts.

Service delivery agency spending

Service delivery agency spending is forecast to increase by $85 million in 2010/11,
$50 million in 2011/12 and $68 million in 2012/13 compared to the projections in
Budget 2010.

* School district spending is forecast to be relatively unchanged from Budger 2010 over
the three-year period.

* Dost secondary institution spending is projected to increase by $98 million in
2010/11, $96 million in 2011/12 and $100 million in 2012/13 primarily due to
increased salary and other operating costs resulting from additional federal research

funding.

* Health authority and hospital society spending is forecast to be up $23 million in
2010/11 but down $41 million in both 2011/12 and 2012/13. The 2010/11 increase
is primarily due to a projected increase in the volume of physician services to be
provided. The spending decreases in 2011/12 and 2012/13 reflect revised projections
from health authorities for stafhing and operating costs.

* Other service delivery agency spending is projected to decrease by $36 million and
$11 million in 2010/11 and 2011/12, reflecting lower debt servicing costs due to
lower interest rates and lower amortization expense due to changes in capital project
spending and completion timelines. Spending in 2012/13 is virtually unchanged from
the previous plan.

Detailed expense projections are disclosed in Table 1.4 and Appendix Table A4. Key
spending assumptions and sensitivities are provided in Appendix Table A7.

Government employment (FTEs)

The projection of government employment for 2010/11 has been increased by 200 FTEs
(i.e. full time equivalents) due to increased staffing requirements related to direct forest
firefighting. The projections for 2011/12 and 2012/13 remain unchanged. Further details
on FTEs are provided in Appendix Table A8.
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Provincial capital spending

At $12.2 billion over the three years (2010/11 to 2012/13), taxpayer-supported capital
spending is projected to be $76 million higher than in Budger 2010. As well, annual
allocations have changed to meet revised capital project timelines.

Changes in annual taxpayer-supported spending is primarily due to carry-over of
significant under spending in 2009/10, higher than expected spending on self-funded
university projects and approval for full day kindergarten, partially offset by changes
in project scheduling and revised costs for the Children’s and Women’s Hospital

(see Table 1.12).

Capital contingency amounts are retained as a prudent planning measure to cover risks
from higher than expected costs of projects, and will also be used to fund emerging

priorities.

Table 1.12 Capital Spending — Changes from Budget 2010

($ millions)

Budget 2010 capital spending

Taxpayer-supported changes:
Education — mainly reflects timing of capital spending and addition of full day kindergarten
Post-secondary education — mainly increased spending on self-funded projects and

changes to project schedules

Health — mainly due to project scheduling changes and revised costs for the Children's
and Women's HOSPItal ..o

BCTFA — mainly timing of capital spending
Other changes
Capital contingencies — reflects allocation to government ministries and full day
kindergarten projects
Total taxpayer-supported

Self-supported changes:
BC Hydro — mainly installation of Unit 5 and 6 generators in Mica Dam and implementation
of the smart metering and smart grid programs
ICBC — mainly lower costs for critical business systems
(043 =T PPN
Total self-supported

Total changes

Updated capital spending

2010/11  2011/12 2012/13
.. 8159 6,528 6,058
..... 16 52 73
86 (19)
(23)  (103)  (103)
.. 100 44 (15)
31 10 (13)
- (86) (39)
. 189 3 (116)
e (14) 84 110
. (28) 9 )
2 9) 3)
.. __(40) 84 105
L. 149 87 (11)
... 8308 6,615 6,047

At $8.8 billion over the three year period, self-supported capital spending is projected to
be $149 million higher than in Budger 2010. Changes in self-supported capital spending

mainly reflect:

e installation of Units 5 and 6 generators in Mica Dam’s empty bays and

implementation of BC Hydro’s smart metering and smart grid programs; and

* lower costs for renewal of ICBC’s insurance and claims systems.

Details on capital spending are shown in Table 3.5 and Appendix Table A9.
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Provincial debt

Taxpayer-supported debt is projected to total $33.7 billion at March 31, 2011
(17.0 per cent of GDP), $37.3 billion at March 31, 2012 (18.1 per cent of GDP), and
$38.7 billion at March 31, 2013 (17.9 per cent of GDP). Compared to Budger 2010,
taxpayer-supported debt is expected to decrease by $79 million at March 31, 2011,
increase by $547 million at March 31, 2012, and increase by $400 million at
March 31, 2013. The changes reflect a higher debt balance at March 31, 2010 and

the impact on allocating available revenue in 2011/12 and 2012/13 partially offset by
improved cash flows from bonus bids, corporate income tax revenue and contributions

from the federal government.

Self-supported debt is projected to total $13.7 billion at March 31, 2011 (a $59 million
decrease from Budger 2010), $15.5 billion at March 31, 2012 (a $183 million increase
from Budger 2010), and $17.4 billion at March 31, 2013 (a $311 million increase from
Budget 2010). These amounts reflect the impact of increased capital spending projections
for BC Hydro and lower projected borrowing requirements for the Transportation

Investment Corporation.

Table 1.13 Debt Summary — Changes from Budget 2010

($ millions) 2010/11 2011/12  2012/13
Budget 2010 total debt ....................cccoiiiiiiiiii e 47,757 52,363 55,862
Taxpayer-supported debt changes:

Government operating:
2009/10 changes:
— impact of using available cash to reduce accounts payable ............c.cccceeviiiiieennnnnee. 838 838 838
— lower cash revenue and higher special purpose investment balances ........................ 339 339 339
Impact of higher debt balance at March 31, 2010 ..........ccoooiiiiiiiiiiieeeeeee e 1,177 1,177 1,177
2010/11 fiscal plan updates:
— Bonus bid ProCeeAS .......vinii i (302) (388) (568)
— Higher cash advances mainly from the federal government .......................oooeenel. (735) (573) (1,072)
— Other ChaNQES ......eii i e 11) (83) 11)
— Impact of allocating available reVeNUE ...............cccooooeeeieeeeeeeeee e - 650 1,350
Total operating debt Changes ...........ooo o 129 783 876
Education facilities — mainly impact of capital spending changes and
lower opening debt at March 31, 2010 .........uuiiiiiiiiiieieeeeeeee e (58) 8 88
Health facilities — mainly lower capital spending projections ............cccccceveeeviiieeeeeviciiienennn. (72) (164) (289)
Transportation — impact of increases to fuel tax revenue and federal contributions ......... (143) (180) (221)
Social housing — change in timing of not-for-profit projects ...........cccccoveiiiiiiiii e 91 62 (37)
OB CRANGES ...ttt e e e e e e (26) 38 a7
Total taXxpPayer-SUPPOILEd ...........oee oo (79) 547 400
Self-supported debt changes:
BC Hydro — mainly impact of capital project timing and higher capital
SPENAING PrOJECHIONS ...v.uiiit e et et e ———— (48) 182 330
BC Lottery — impact of lower debt balance at March 31,2010 ..., (66) (58) (60)
Transportation Investment Corporation — lower projected borrowing requirement ........... (13) (8) (26)
Post-secondary institutions' subsidiaries — impact of higher debt balance
At IMArCh 31, 2010 oo 67 67 67
(@] 13 T= el a =Yg o 1= IO 1 - -
Total SEIf-SUPPOILEA ... .o (59) 183 311
TOtal ChANGES ......oiiii e (138) 730 711
Updated total debt ..o 47,619 53,093 56,573
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The debt forecast and related debt indicators reflect the impact on allocating available
revenue and the updated borrowing requirements for capital spending.

Based on these assumptions, total provincial debt is projected at 24.0 per cent of GDP at
the end of 2010/11, 25.8 per cent of GDP at the end of 2011/12, and 26.1 per cent at
the end of 2012/13.

Details on the debt balances are disclosed in Appendix Table A12, with key provincial
debt indicators shown in Appendix Table A13.

Risks to the Fiscal Plan

There are a number of risks and pressures to the fiscal plan, including slower than
expected economic growth in our trading partners resulting in lower demand for BC’s
exports, continuing instability in financial markets brought about by the European
sovereign debt crisis and further weakening of the US dollar.

Revenues in British Columbia can also be volatile, largely due to the influence of the
cyclical nature of the natural resource sector in the economy. Changes in energy or
commodity prices, such as natural gas and lumber, may have a significant effect on
revenue and the fiscal plan.

The spending forecast contained in the fiscal plan is based on ministry and service
delivery agency spending plans and strategies. Potential changes in major assumptions
and sensitivities with respect to these spending plans may impact the fiscal plan.

These include:

e further increases to employer contributions to pension plans in the event an unfunded
liability is determined;

* income assistance caseload decline, anticipated with a recovery in the economy, may
occur at a slower than projected rate;

* natural disasters such as wildfires and floods, and other emergencies;

* higher-than-expected litigation volumes and/or size of claim amounts, and timing of
settlements; and

* changes in assumed accounting policy.
As well, the fiscal plan provides no funding for wage increases in the public sector.

The fiscal plan includes contingencies of $450 million in each year of the fiscal plan
period to help manage pressures and fund priority initiatives. In addition, government
has included a forecast allowance of $300 million in each of 2010/11 and 2011/12, and
$400 million in 2012/13 as an added measure of prudence.

A more detailed discussion of risks to the fiscal plan can be found in the Budget and Fiscal
Plan 2010/11-2012/13, beginning on page 48.
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PART TWO — ECONOMIC REVIEW AND OUTLOOK '
2010/11 First Quarterly Report September 14, 2010

Summary

* The Ministry of Finance forecasts BC’s real GDP to grow by 3.1 per cent in 2010 and
by 2.2 per cent in 2011, following a contraction of 2.3 per cent in 2009.

* BC’s economy is expected to grow by 2.8 per cent per year in the medium-term,
closer to historical levels. This is mainly due to the anticipated recovery of US demand
(particularly in the US housing market), growth in domestic demand and a steady rise
in commodity prices.

Chart 2.1 Ministry forecast prudent relative to private sector

BC Real GDP
Per cent change

5 2010 2011

3.6

3.0

0

Private Sector Ministry of Finance ' Private Sector  Ministry of Finance
Source: BC Ministry of Finance and various private sector financial institutions

The Ministry’s outlook for BC’s real GDP growth in 2010 is 0.5 percentage points lower
than the average of six private sector forecasters (a subset of the Economic Forecast
Council). The Ministry’s forecast is more prudent in recognition of the significant
downside risks to the 2010 forecast, due to the potential for greater economic weakness
in the US than assumed.

The Ministry’s outlook for 2011 is lower than the private sector as well, with the Ministry
projecting 2.2 per cent real GDP growth compared to the private sector’s 3.0 per cent.
These 0.8 percentage points of prudence for expected 2011 growth are greater than

the 0.5 percentage points for expected 2010 growth, since the risk of a stall in North
American economic activity has shifted toward the latter half of 2010 and into 2011.

The prudence instilled relative to the private sector outlook is in recognition of the
following substantial downside risks:

* a “double-dip” return to recession in the US (characterized by widespread deleveraging
causing weaker investment, slower consumer spending and a delayed job market
recovery);

* the sovereign debt crisis in some European countries threatening the stability of global
financial markets;

* slower than anticipated global demand resulting in weaker demand for BC’s exports;

! Reflects information available as of August 31, 2010.
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e greater than anticipated moderation in the Canadian housing market;

e further appreciation of the Canadian dollar; and

* sudden weakening of the US dollar resulting in significant disruptions to global
financial and commodity markets.

British Columbia Economic Activity and Outlook

Due to better than expected performance in some economic indicators through the first
half of 2010, the Ministry’s forecast for BC’s real GDP growth in 2010 has increased to
3.1 per cent from the 2.2 per cent projected in Budger 2010.

Table 2.1 British Columbia Economic Indicators

Year-to-Date
Jan. to Mar. 2010  Apr. to June 2010  Jan. to June 2010

change from change from change from
All data seasonally adjusted Oct. to Dec. 2009  Jan. to Mar. 2010  Jan. to June 2009
Per cent change

Employment .............ccooiiiiiiiine. +0.8 +0.5 +1.7
Manufacturing shipments ................ +5.0 +1.3 +8.3
EXpOrts......cccoovviiiiiiiiiien +7.9 +8.4 +10.5
Retail sales ............coovvviiiiiinnnnn. +1.0 -04 +7.9
Housing starts ............cccooeevinne. +29.7 -1.9 +111.3
Non-residential building permits ........ -16.7 +29.9 -16.9

Indicators of economic performance through the early months of 2010 confirm that
BC’s economy is gradually recovering after a period of very weak activity that occurred
from late 2008 to mid-2009. Most major indicators, such as employment, retail sales and
exports, have remained fairly stable or made positive gains in recent months.

The Labour Market

Employment in BC has recovered well in early 2010, following an annual loss of
54,900 jobs (or 2.4 per cent) in 2009 from the previous year. Year-to-date to July 2010,
employment has risen by 1.9 per cent (or 41,900 jobs) compared to the same period
last year. This rate of job growth ranks BC third among Canadian provinces, behind
only Newfoundland and PEI. The provincial unemployment rate averaged 7.7 per cent
through the first seven months of 2010, a small increase of 0.3 percentage points from
the same period in 2009.

Of the 41,900 jobs created to date in 2010, 28,200 were full-time and 13,700 were
part-time. Major year-to-date employment gains in 2010 were observed in public
administration (+10.1 per cent), educational services (+6.0 per cent), and finance,
insurance, real estate and leasing (+4.2 per cent). These gains helped to offset year-
to-date job losses in other industries, such as information, culture and recreation

(-4.9 per cent), management, administration and other support services (-3.9 per cent)
and manufacturing (-2.5 per cent).

Most recently, BC saw a strong monthly gain of 16,300 jobs (or 0.7 per cent) in

July 2010, by far the largest number of jobs gained among provinces. However, a large
gain of 25,800 part-time jobs in July offset a loss of 9,500 full-time jobs. At the same
time, the monthly unemployment rate ticked down 0.3 percentage points to 7.5 per cent
from June.
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Outlook

Chart 2.2 BC employment recovering
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The Ministry forecasts employment in BC to increase by 1.9 per cent in 2010, or
approximately 43,000 jobs. Employment growth is projected to continue in 2011, with
an expected increase of 1.4 per cent, or 32,000 jobs. In the medium-term, employment is
forecast to rise by about 1.8 per cent each year. BC’s labour force is expected to increase
by 2.0 per cent in 2010, resulting in the annual unemployment rate holding steady at
7.6 per cent on the year. The unemployment rate is forecast to fall after 2010, reaching
7.5 per cent in 2011 and then averaging about 6.9 per cent per year over the medium-
term.

Consumer Spending and Housing

Retail sales in BC have recovered well in recent months, as confidence among consumers
and businesses has seen gradual improvement since mid-2009. Year-to-date to June 2010,
retail sales have improved by 7.9 per cent compared to the same period in 2009, with
major gains in new and used vehicle sales, in sales at health and personal care stores, and
in sales at gas stations and home furnishing stores.

Chart 2.3 BC retail activity recovers from 2008 lows
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Housing starts in BC have also increased since plummeting during the economic
downturn in late 2008 and early 2009. Year-to-date to July 2010, housing starts averaged
26,700 annualized units, an increase of 106.2 per cent from the previous year, with
strong gains observed in starts of both single and multiple units. However, although
housing starts in BC have improved in recent months, they remain below historical
levels.

Chart 2.4 BC housing starts still struggling
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Existing home sales in BC underwent a remarkable rally through 2009, with seasonally
adjusted MLS home sales climbing 133.4 per cent between January and December

of that year. However, the strength in home sales has faltered through the first seven
months of 2010, as monthly sales fell from 8,300 units in January to 4,900 units in July
(-41.4 per cent). Despite falling sales, the average home price in BC has held fairly steady
in 2010, beginning the year at $495,100 in January and rising slightly to $508,600 in
July. Private sector analysts expect the pace of BC’s home sales to continue to slow in
2010 as many homebuyers have already purchased houses in advance of rising interest
rates and the implementation of the HST in July.

Outlook

The Ministry forecasts real consumption of goods and services to increase by 2.8 per cent
in 2010, following a contraction of 1.6 per cent in 2009. Real consumer spending is
projected to grow by 2.6 per cent in 2011, and then average 3.0 per cent growth annually
in the medium-term.

Following last year’s sharp decline in retail sales, a gain of 5.2 per cent is forecast for
2010. Retail sales are forecast to subsequently grow by 4.1 per cent in 2011 and by about
4.6 per cent each year from 2012 to 2014.

While BC’s housing sector is expected to gradually recover from the crash it experienced
in late 2008 and early 2009, housing starts are expected to remain much lower than the
high levels observed during the housing boom of recent years. The Ministry forecasts
housing starts to total approximately 23,600 units in 2010 — an increase of 7,500 units
from the 16,100 starts observed in 2009. Starts are projected to reach 23,900 units in
2011 and to average about 26,400 units per year from 2012 to 2014.
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Business and Government

In the wake of the global financial crisis, real business investment in BC is estimated

to have fallen by 8.0 per cent in 2009 compared to 2008, with declines in all major
categories, including residential construction, non-residential construction, and
machinery and equipment. Business activity has offered mixed signals so far in 2010,
with bankruptcies declining 43.1 per cent year-to-date to June and incorporations
growing by 21.2 per cent year-to-date to July. However, non-residential building permits
in BC fell 16.9 per cent year-to-date to June 2010.

Outlook

Real business investment (including residential) is forecast to rise by 6.7 per cent in 2010,
as BC businesses recover from the economic decline that occurred in 2009. Healthy
investment gains in residential construction are expected this year, complemented by
small increases in investments in non-residential construction and in machinery and
equipment. Growth in total business investment of 4.3 per cent is anticipated in 2011,
and of about 4.6 per cent annually in the medium-term.

Due to the improved economic outlook through 2010, the Ministry projects corporate
pre-tax profits to rise by 19.6 per cent on the year. This follows a sizeable decline of

an estimated 30.5 per cent in 2009. Growth in corporate profits is expected to be

9.3 per cent in 2011 and around 7.7 per cent per year in the medium-term. Despite the
notable recovery in growth rate terms, the level of corporate profits is not expected to
return to pre-recession levels until 2012.

Combined real spending by the three levels of government (federal, provincial and
municipal) on goods and services is expected to increase by 2.9 per cent in 2010.
Government spending is then projected to grow by 0.8 per cent in 2011 and to average
0.6 per cent per year in the medium-term.

External Trade and Commodity Markets

The value of BC’s merchandise exports has improved significantly in 2010, following a
large 24.3 per cent annual drop in 2009. Year-to-date to June 2010, the value of exports
has climbed by 10.5 per cent compared to the same period last year. This recovery

was fuelled by increases in exports of industrial and consumer goods (+19.1 per cent),
forest products (+18.4 per cent) and energy products (+10.0 per cent). Shipments of
manufactured goods from BC have also increased year-to-date to June 2010, climbing
8.3 per cent relative to the first six months of 2009. Notable gains were observed in
shipments of primary metals (+22.1 per cent), wood products (+21.3 per cent) and paper
(+15.5 per cent).

Global commodity markets have experienced substantial volatility since mid-2008,
with values of most commodities plunging in the latter months of 2008 and remaining
low well into 2009. Lumber prices have recovered somewhat in 2010, with monthly
Western spruce-pine-fir (SPF) 2x4 prices beginning the year at $230 US/000 board feet
in January and moving above $300 US/000 board feet in April (as a supply shortage
led to a temporary jump in prices early in the year). However, prices fell quickly in
subsequent months, reaching as low as $205 US/000 board feet in June. Year-to-date to
August 2010, lumber prices averaged $253 US/000 board feet, representing an increase
of 47.2 per cent over the first eight months of 2009.

First Quarterly Report 2010/11



Economic Review and Outlook

Chart 2.5 Exports post nine consecutive monthly increases
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Despite some small fluctuations, the price of natural gas has remained at a relatively
low level for the first seven months of 2010. Plant Inlet prices averaged $3.22 C/G]
year-to-date to July, a slight increase from the $3.13 C/G]J observed during the same
period in 2009.

Oil prices recovered strongly through 2010, following a period of very low prices observed
in late 2008 and early 2009. The West Texas Intermediate daily oil price averaged

$78.02 US/barrel during the first seven months of 2010, representing a hefty 46.1 per cent
increase from the $53.41 US/barrel recorded during the same period in 2009.

Metal and mineral prices have seen a robust recovery since the low levels observed in
2009. Year-to-date to July 2010, prices for most minerals were much higher than they
were during the first seven months of 2009. Substantial price increases have occurred in
copper (+67.2 per cent), molybdenum (+64.6 per cent), zinc (+55.7 per cent), aluminum
(+44.7 per cent), lead (+49.0 per cent), silver (+33.9 per cent) and gold (+26.2 per cent).

The price of magnesium, however, fell 9.8 per cent during this period.
Outlook

Real exports of goods and services are forecast to grow by 4.4 per cent in 2010, following
an annual loss of 4.0 per cent in 2009. Positive real export growth is forecast to continue
in 2011, reaching 1.8 per cent on the year. In the medium-term, average annual growth
of about 3.6 per cent is anticipated for real exports.

Due to continued weakness in the US housing market, Western SPF lumber prices are
projected to remain fairly low through the 2010/11 fiscal year, averaging $228 US/000
board feet on the year. As the US housing market is expected to slowly recover over
the next few years, prices are forecast to average $250 US/000 board feet in fiscal year
2011/12 and $298 US for the 2012/13 to 2014/15 period.

Based on private sector forecasts, the price of natural gas price is projected to strengthen
over the forecast period. Between fiscal years 2010/11 and 2014/15, the annual Plant
Inlet price is expected to rise from $3.35 C/G]J to $5.80 C/G]J.
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Demographics

Inflation

BC’s population grew 1.6 per cent in the January to March quarter of 2010 compared
to the same period of 2009. During this quarter, BC saw a net inflow of 14,000 people,
with 1,600 people from other provinces and 12,300 people from other countries.

Outlook

The forecast calls for BC’s population to increase by 1.6 per cent in 2010, to reach a total
of 4.53 million people, and by a further 1.5 per cent in 2011, to reach 4.60 million.

Net migration is forecast to slow next year, falling from 58,400 persons in 2010

to 55,300 persons in 2011. This slowdown is due to the expectation that Alberta’s
unemployment rate (forecast to be 6.4 per cent in 2011) will fall faster than BC’s

(7.5 per cent in 2011), causing more workers to remain in (or move to) Alberta from
other provinces and countries than will likely move to BC. This trend is expected to
continue in 2012, as growth in BC’s net migration will slow further to 52,600 persons on
the year. However, net migration is expected to rise in 2013 to 54,100 persons, and again
in 2014, to 55,200 persons.

Consumer price inflation in BC grew 0.9 per cent year-to-date to July 2010, as increases
in the prices of non-durables and services offset price deflation in durable and semi-
durable goods. Prices for durables fell despite rising automobile prices, while increasing
fuel prices provided upward pressure on non-durables. At the same time, prices for food
purchased in restaurants rose by 2.4 per cent. Recent CPI data from July 2010 reported
prices advancing by 2.0 per cent relative to July 2009.

Outlook

Consumer price inflation in BC is forecast to be 1.7 per cent in 2010, as improved
consumer spending through the year is expected to put upward pressure on some

prices. CPI inflation is forecast at 1.9 per cent in 2011 and 2.1 per cent per year in the
medium-term. The Canadian rate of inflation is assumed to be 1.9 per cent in 2010 and
2.2 per cent in 2011. Over the medium-term, national CPI inflation is expected to be
2.0 per cent, in line with the Bank of Canada’s inflation target.

The harmonized sales tax, which took effect on July 1, 2010, is expected to cause a slight
increase in the inflation rate in the second half of 2010 and the first half of 2011.

Risks to the Economic Outlook

The Ministry’s forecast is more prudent than the private sector outlook, in recognition of
the following substantial downside risks:

* a “double-dip” return to recession in the US (characterized by widespread deleveraging
causing weaker investment, slower consumer spending and a delayed job market
recovery);

* the sovereign debt crisis in some European countries threatening the stability of global
financial markets;

* slower than anticipated global demand resulting in weaker demand for BC’s exports;
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e greater than anticipated moderation in the Canadian housing market;
e further appreciation of the Canadian dollar; and

* sudden weakening of the US dollar resulting in significant disruptions to global
financial and commodity markets.

External outlook

United States

Following four consecutive quarter-over-quarter declines ending in mid-2009, US

real GDP has seen four consecutive quarters of growth going into the latter half of
2010. This return to growth was driven mainly by improvements in consumption

and investment (that were buoyed by unprecedented amounts of fiscal and monetary
stimulus) offsetting declines in net exports, as well as a strong boost from inventories.
However, the pace of US real GDP growth has softened through the first two quarters of
2010, and expanded at just a 1.6 per cent annualized rate in the April to June quarter.

Chart 2.6 Slowing pace of US real GDP growth
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Private sector analysts anticipate a slow recovery for the US economy over the coming
quarters, as the boost from government stimulus fades, employment growth remains
anemic, and consumers and businesses remain tentative about the recovery.

The risk of a stalled US recovery in late 2010 or early 2011 is now rising for several
reasons. Normally, after four quarters of a traditional postwar economic recovery, US real
GDP grows at an annual rate of about 6.0 per cent. As noted above, in the April to June
quarter of 2010 — four quarters into the current recovery — the US economy is expanding
at an annual rate of only 1.6 per cent, which is significantly lower than the historical
average.

The US employment situation also remains very bleak, with 7.7 million jobs lost since
the December 2007 peak (a decline of 5.6 per cent for the period). The unemployment
rate sits at a relatively high 9.5 per cent as of July 2010, but would be even higher if
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thousands of discouraged workers were not exiting the labour force after months of
searching in vain for employment. As of July 2010, there were 1.2 million discouraged
workers in the US, up by 389,000 from July 2009.

The troubled American housing market has also continued to be a source of weakness for
the US economy, as housing starts averaged just 600,100 units year-to-date to July 2010.
Although this represents an 11.0 per cent increase over the first seven months of 2009,
housing starts remain at extremely low levels. Existing home sales are also suffering in the
US, as monthly sales declined to 3.8 million annualized units in July 2010. This drop

of 27.2 per cent from June brought existing home sales to an unprecedented low in

the data’s nearly ten-year history. Private sector analysts expect sales to remain weak

for the duration of 2010, as the US employment situation remains troubled and credit
conditions remain tight.

Chart 2.7 US existing home sales plummet in July
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Confidence among US consumers and businesses continues to wane as they remain
tentative about the sustainability of this recovery. The University of Michigan consumer
sentiment index registered a 68.9 in August 2010, the second lowest score since
November 2009. Consumer confidence traditionally averages about 73.8 per cent during
recessions, and about 90.9 per cent during recoveries.

Business confidence is also struggling, with the National Federation of Independent
Business small business optimism sentiment at 88.1 in July — a five-month low. Business
optimism on this index generally averages about 91.9 during recessions, and about 100.2
during economic expansions.

Forecasts for US economic growth in 2010 have been downgraded in recent months,
after averaging greater than 3.0 per cent for most of this year. The August 2010
Consensus Economics survey forecasts US real GDP to grow by 2.9 per cent in 2010, after
reaching as high as 3.3 per cent in June. The recent downgrades in the US outlook are
due to growing concerns over slowing real GDP growth, the dire employment situation
and the struggling housing market. The August 2010 Consensus expects US economic
growth to hold fairly steady in 2011, projecting an annual increase of 2.8 per cent in that
year.
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Canada

Chart 2.8 US consensus outlook for 2010 downgraded in recent months
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The chart above represents forecasts for real GDP growth in 2010 as polled on specific dates. For example, forecasters
surveyed on August 10, 2009 had an average 2010 US growth forecast of 2.3 per cent, while on August 9, 2010 they
forecast 2010 US growth at 2.9 per cent.

The Ministry acknowledges the significant likelihood of much slower US economic
growth in 2010 and 2011, characterized by weak investment, lower consumer spending
and a delayed job market recovery. In order to reflect these ongoing risks, the Ministry’s
growth assumptions are lower than the August 2010 Consensus, with the Ministry
assuming that the US economy will expand by 2.6 per cent in 2010. The Ministry then
expects 2.0 per cent US real GDP growth in 2011 and 2.6 per cent annual growth over
the medium-term.

Table 2.2 US real GDP forecast: Consensus vs Ministry of Finance
2010 2011
Per cent change in real GDP
Ministry of Finance ... 2.6 2.0
Consensus Economics (August 2010)..........ccccvevviennnne. 29 2.8

Canada’s economy has also been expanding since the July to September quarter of
2009. After gaining momentum for three successive quarters (including a very strong
5.8 per cent increase in the January to March quarter), Canadian real GDP advanced
by just 2.0 per cent (annualized) in the April to June quarter of 2010. This slowdown
in the most recent quarter was caused by a cooler pace in consumer expenditures and

a large decline in net exports. Private sector analysts note that high debt burdens and
expectations of higher interest rates are prompting Canadian consumers to pay down
debt and increase their savings. These analysts also point out that the sizeable decline in
Canada’s net exports is consistent with the slow pace of US economic growth (1.6 per
cent) during the April to June quarter.

Canada’s domestic economy has seen recent signs of stabilization in several major
indicators. Retail sales have improved by 6.1 per cent year-to-date to June 2010
compared to the same period last year. Further, housing starts have averaged 197,100
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year-to-date to July 2010, an increase of 50.2 per cent compared to the same period in

2009. Home sales have also improved over last year, gaining 11.3 per cent year-to-date to
July 2010.

Although housing starts and home sales have increased over last year, both indicators
have posted significant month-over-month declines in recent months. Private sector
analysts expect the Canadian housing market to cool even further in the latter half of
2010, as many homebuyers effectively pulled forward their purchases to the early part of
this year in advance of rising mortgage rates and new sales taxes in BC and Ontario.

The Canadian labour market has shown steady improvement over last year, following
an annual loss of 276,900 jobs (or 1.6 per cent) in 2009 compared to 2008. Year-to-
date to July 2010, employment in Canada has grown by 213,300 jobs (or 1.3 per cent)
compared to the first seven months of last year. The national unemployment rate
averaged 8.1 per cent during this period, with the most recent monthly rate residing

at 8.0 per cent in July 2010. However, most private sector forecasters anticipate slower
growth in Canada’s job market through the final five months of 2010, as the housing
market cools and government stimulus begins to moderate.

Through 2009, Canada’s trade sector was weakened by an appreciating Canadian dollar
and eroding demand from the US and other world economies. The value of Canadian
merchandise exports fell by 26.5 per cent in 2009 compared to 2008, but has recovered
somewhat during the first six months of 2010. Year-to-date to June 2010, merchandise
exports increased by 11.2 per cent relative to the same period in 2009, driven by strong
gains in exports of autos, energy and industrial goods. Shipments of manufactured goods
also recovered in 2010, as the total value of these shipments climbed by 10.6 per cent
year-to-date to June. Despite recent positive trends in Canada’s trade sector, the high
value of the Canadian dollar, if sustained, will continue to provide downward pressure on
trade with the US going forward.

Chart 2.9 Consensus sees healthy growth for Canada in 2010
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The chart above represents forecasts for real GDP growth in 2010 as polled on specific dates. For example,
forecasters surveyed on August 10, 2009 had an average 2010 Canadian real GDP growth forecast of 2.2 per
cent, while on August 9, 2010 they forecast 2010 Canadian real GDP to grow by 3.4 per cent.
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Private sector forecasters continue to see the Canadian economy expanding at a healthy
pace in 2010 and 2011, with the August 2010 Consensus projecting Canada’s real GDP
to grow by 3.4 per cent this year. Acknowledging the potential for further weakness

in the US and global economies (and their possible negative effects on Canada), the
Ministry assumes that the Canadian economy will experience a 3.0 per cent expansion
in 2010. The Ministry expects Canadian growth to cool somewhat in 2011, with the
economy expanding by 2.3 per cent next year, compared to the 2.7 per cent projected in
the August Consensus. For the medium-term, the Ministry assumes 2.6 per cent growth
per year.

Table 2.3 Canadian real GDP forecast: Consensus vs Ministry of Finance

2010 2011

Per cent change in real GDP
Ministry of Finance ... 3.0 2.3
Consensus Economics (August 2010)............cocoveenene. 3.4 2.7

Financial markets

Interest rates

After holding the overnight target rate at 0.25 per cent for over a year, the Bank of
Canada raised the rate to 0.50 per cent in June 2010, and again to 0.75 per cent in July.
Although the Bank is withdrawing monetary stimulus, it revealed at its most recent
meeting on July 20, 2010 that it now expects the global as well as domestic recoveries to
gain traction at a slower pace than earlier anticipated.

Chart 2.10 Private sector expects rising interest rates
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The US Federal Reserve has held its intended federal funds rate in the 0.00 to
0.25 per cent range since December 2008. Given little inflation pressure and the high

US unemployment rate, private sector analysts view an increase in the fed funds rate as
unlikely before 2011.
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Outlook

Based on the average of six private sector forecasts as of July 27, 2010, the Ministry’s
interest rate outlook assumes that the Bank of Canada will raise the overnight target
rate to 1.00 per cent in the final quarter of 2010. These six forecasters then expect the
rate to rise gradually through 2011, reaching 2.50 per cent by the end of next year.
The forecasters project the overnight target rate to average 0.6 per cent in 2010 and
1.8 per cent in 2011.

As of July 27, 2010, the same six forecasters project that the Fed will keep the fed

funds rate in the 0.00 per cent to 0.25 per cent range until the second quarter of 2011.
They then expect the rate to slowly increase each quarter, arriving at 1.00 per cent at the
end of next year. On average, the six forecasters project the fed funds rate will average
0.1 per cent annually in 2010 and 0.5 per cent in 2011.

The average of private sector forecasters’” views on Canadian short—term interest rates
(Three-month Treasury bills) as of July 27, 2010 indicates that Three-month rates will
average 0.6 per cent in 2010 and 1.9 per cent in 2011.

Table 2.4 Private Sector Canadian Three Month Treasury Bill
Interest Rate Forecasts

Average annual interest rate (per cent) 2009 2010
Global Insight ... 0.5 1.8
CIBC e 0.6 1.5
Bank of Montreal .............cooiiiiiii 0.6 1.7
Scotiabank ..o 0.7 2.0
TD ECONOMICS ...uviiiiiii e 0.7 2.1
RBC Capital Markets ..........c.ccoooiiiiiiiiiiiiieeen, 0.6 2.2
Average (as of July 27,2010) ..............ccooiiiiiieninnen. 0.6 1.9

The same private sector forecasters project ten-year Government of Canada bonds to
average 3.4 per cent in 2010 and 3.7 per cent in 2011.

Table 2.5 Private Sector Canadian 10-year Government Bond
Interest Rate Forecasts

Average annual interest rate (per cent) 2010 2011
Global Insight ... 3.5 3.9
CIB e 3.4 3.9
Bank of Montreal ..o 3.2 3.4
Scotiabank ... 3.3 3.6
TD ECONOMICS . .eeieeeeeee ettt 3.3 3.7
RBC Capital Markets ..........cccooiiiiniiiiiceeee e 3.4 3.9
Average (as of July 27,2010) ...........cooiiiiiiiiiii 3.4 3.7
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Exchange Rate

After beginning 2010 at 96.4 US cents, the value of the loonie has remained fairly high
through the year, arriving at 96.6 US cents on July 27, 2010. Through the first eight
months of 2010, the Canadian dollar averaged 96.5 US cents.

Chart 2.11 Private sector expects Canadian dollar to remain high
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*The average of 6 private sector forecasters: Global Insight, CIBC, BMO Capital Markets, RBC Financial Group, Scotiabank,
and TD Bank. First Quarterly Report 2010 as of July 27, 2010 and Budget 2010 as of January 7, 2010.

The stabilization of the dollar at its present high value in recent months can be attributed
to the rise in commodity prices (on which much of the resource-rich Canadian economy
is dependent), strong employment growth and, primarily, a weak US dollar. Private sector
analysts note that while Canadian consumers are benefiting from increased purchasing
power, manufacturers already suffering from a weak export environment will face further

difficulty selling goods to the US due to the high Canadian dollar.

Table 2.6 Private Sector Exchange Rate Forecasts

Average annual exchange rate (US cents/Can $) 2010 2011
Global Insight ... 96.6 98.4
CIBC e 97.5 98.3
Bank of Montreal ... 96.0 99.0
Scotiabank ..........oiiii 97.4 101.9
TD ECONOMICS ....ueeieieieie e aeees 94.2 97.9
RBC Capital Markets ..........ccoooeiiiiiiiiiiiiiieeeeens 95.0 98.2
Average (as of July 27,2010) ..............cccoveiiiniennnen. 96.1 98.9
Outlook

An average of six private sector forecasts as of July 27, 2010 sees the Canadian dollar
averaging 96.1 US cents in 2010, and rising to 98.9 US cents in 2011. In the medium-
term, the dollar is projected to average 97.8 US cents annually. The Ministry’s exchange
rate outlook is based on these private sector averages.
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Table 2.7.1 Gross Domestic Product: British Columbia

Forecast
2008 2009 © 2010 2011 2012 2013 2014
BRITISH COLUMBIA:
Gross Domestic Product at Market Prices:
— Real (2002 $ billion; chain-weighted) . 164.5 160.8 165.7 169.4 1741 179.0 184.1
(ochande) ............ccoeveviiiiiiinns, 0.0 -2.3 31 2.2 2.8 2.8 2.9
— Current dollar ($ billion) ...................... 197.9 188.5 198.0 206.0 216.5 227.6 239.0
(Yochange) .....ccooveiiiiiiiiii 3.3 -4.7 5.0 4.0 51 5.1 5.0
— GDP price deflator (2002 = 100) .......... 120.3 117.3 119.5 121.6 124.3 127 1 129.8
(%ochange) .......coceeviiiiiiiiiiiin, 3.3 -2.5 1.9 1.8 2.2 2.2 2.1
Real GDP per person
(2002 $; chain-weighted) ................ 37,529 36,090 36,601 36,835 37,320 37,847 38,386
(%ochange) .......cocoviiiiiiiiiiiin, -1.7 -3.8 14 0.6 1.3 14 14
Real GDP per employed person
(Y%ochange) .......cocoeviiiiiiiiiiiiin, -2.1 0.1 1.2 0.8 0.9 1.0 1.0
Unit labour cost (% change) .................... 5.3 0.6 -0.1 1.8 2.0 2.1 2.1

Components of British Columbia Real GDP at Market Prices ($2002 billions; chain-weighted)
Personal expenditure on

Goods and services ..............c.cceeenennn. 114.3 112.5 115.7 118.7 122.2 125.9 129.7
(Y%ochange) .......ccooovviiiiiiiiiiin, 2.4 -1.6 2.8 2.6 3.0 3.0 3.0
—GOOAS ..t 47.2 45.6 47.3 48.5 50.0 515 53.0
(Y%ochange) .....c.oooeiiiiii 1.0 -3.4 3.8 2.6 3.0 3.0 3.0
— SerVICeS ...iviiiiiiiiii 67.1 66.8 68.3 70.1 721 74.3 76.6
(Y%ochange) .......ccoooeiiiiiiiiiiin. 3.6 -0.4 2.2 2.6 2.9 3.0 3.0
Government current expenditures on
Goods and services ............coceveenennnn.. 31.5 325 33.4 33.7 33.8 34.0 34.3
(Y%ochange) .....cccooevvviiiiiiiiiin, 3.4 3.2 29 0.8 0.5 0.6 0.6
Investment in fixed capital ......................... 40.4 37.2 40.7 40.9 41.9 43.5 45.4
(Yochange) .......cccooviiiiiiiiiiiin. 29 -8.0 9.4 0.5 2.5 3.9 4.2
Final domesticdemand .......................... 186.3 182.0 189.8 193.2 197.9 203.4 209.2
(Yochange) ............c.oooeieiiiiiin.. 2.7 -2.3 4.3 1.8 24 2.8 29
Exports goods and services ...................... 70.2 67.4 70.4 71.6 74.3 76.9 79.7
(Y%ochange) ........cooveveiiiiiiiiinn, -5.1 -4.0 4.4 1.8 3.7 3.6 3.6
Imports goods and services ...................... 93.3 88.8 94.4 97.1 100.0 103.0 106.2
(Yochange) .....cccooevvviiiiiiiiiiin, -0.4 -4.9 6.4 2.8 3.0 3.0 3.1
Inventory change ............coocciiiiiiiniienns 0.5 -0.9 -0.8 0.7 0.9 0.7 0.4
Statistical discrepancy ................ccoeeeennnn. -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1
Real GDP at market prices ...................... 164.5 160.8 165.7 169.4 1741 179.0 184.1
(Yochange) ............ccoeviieiiiiiin.n. 0.0 -2.3 3.1 2.2 2.8 2.8 29

" Unit labour cost is the nominal cost of labour incurred to produce one unit of real output.
¢ Ministry of Finance estimate.
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Table 2.7.2 Components of Nominal Income and Expenditure

Forecast
2008 2009 2010 2011 2012 2013 2014
Labour income" ($ million) ...................... 103,811 102,018 ¢ 105,078 109,259 114,547 120,242 126,259
(%o change) ......ccooveveiiiiiiiiiiinie, 5.3 -1.7 3.0 4.0 4.8 5.0 5.0
Personal income ($ million) ..................... 158,504 156,554 ¢ 160,798 166,516 174,145 182,103 190,539
(Y%ochange) ......cooveviiiiiiiiiiiee, 5.1 -1.2 2.7 3.6 4.6 4.6 4.6
Corporate profits before taxes ($ million) .... 22,050 15,316 °© 18,325 20,020 21,573 23,210 24,979
(%ochange) .......ccoeviiiiiiiiiiiiiin, 3.6 -30.5 19.6 9.3 7.8 7.6 7.6
Retail sales ($ million) .................cc.oeene. 57,783 55,222 58,119 60,479 63,198 66,130 69,207
(%ochange) ......covveviiiiiiiiiiiee, 1.5 -4.4 5.2 4.1 4.5 4.6 4.7
Housing starts ..., 34,321 16,077 23,600 23,901 25,060 26,218 27,907
(%ochange) .......cooeviiiiiiiiiiiin, -12.4 -53.2 46.8 1.3 4.8 4.6 6.4
Residential investment? ($ million) ............ 19,198 15,922 ° 18,243 19,447 20,406 21,467 22,780
(%o change) ......ccoveviiiiiiiiiean 1.5 -17.1 14.6 6.6 4.9 5.2 6.1
BC consumer price index (2002 = 100) ...... 112.3 112.3 114.2 116.4 118.8 121.3 123.9
(Y%ochange) .......cooeviiiiiiiiii, 21 0.0 1.7 1.9 21 2.1 2.1
' Domestic basis; wages, salaries and supplementary labour income.
2 Includes renovations and improvements.
€ Ministry of Finance estimate.
Table 2.7.3 Labour Market Indicators
Forecast
2008 2009 2010 2011 2012 2013 2014
Population (on July 1) (000'S) ........ccevnenenn.. 4,384 4,455 4,528 4,598 4,664 4,730 4,796
(%ochange) ......cooviiiiiii 1.7 1.6 1.6 1.5 1.4 1.4 1.4
Labour force population, 15+ Years (000's) .... 3,642 3,707 3,771 3,835 3,895 3,952 4,010
(Y%ochange) ......coeviiiiii 2.0 1.8 1.7 1.7 1.6 1.5 1.5
Net in-migration (000's)
— International™ ... 54.9 51.1 47.9 46.3 43.9 43.6 44.2
— Interprovincial® ... 8.4 75 10.5 9.0 8.7 10.5 11.0
—Total oo 63.3 58.6 58.4 55.3 52.6 54.1 55.2
Participation rate® (%) ............ccccvveeeeeveini... 66.6 66.0 66.1 65.8 65.7 65.8 66.0
Labour force (000'S) ........ccovviiiiiiiiiiienenee. 2,426 2,445 2,494 2,524 2,560 2,600 2,645
(Y%ochange) ......ooeviiiiii 25 0.8 2.0 1.2 1.4 1.6 1.7
Employment (000'S) .......ccoeveiiiiiiiiiiienns, 2,314 2,259 2,302 2,334 2,377 2,421 2,465
(Y%ochange) .......oeviiiiii 21 -2.4 1.9 1.4 1.8 1.8 1.8
Unemployment rate (%) ......cocoveieieiiinnenene.. 4.6 7.6 7.6 7.5 71 6.8 6.8

! International migration includes net non-permanent residents and returning emigrants less net temporary residents abroad.

2 Percentage of the population 15 years of age and over in the labour force.

3 Components may not sum to total due to rounding.
® Ministry of Finance estimate.
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Table 2.7.4 Major Economic Assumptions
Forecast
2008 2009 2010 2011 2012 2013 2014
GDP (billions)
Canada real (2002 $; chain-weighted) .... 1,318 1,286 1,325 1,355 1,390 1,426 1,463
(% change) ......coovviiiiiiiiie 0.5 -2.5 3.0 23 26 26 2.6
US real (1996 US$; chain-weighted) ...... 13,229 12,881 13,222 13,481 13,823 14,190 14,566
(Y%ochange) .....cooovveiiiiiii, 0.0 -2.6 2.6 2.0 25 27 2.7
Japan real (2000 Yen; chain-weighted) .. 554,531 525,485 539,766 546,275 555,926 565,577 575,139
(% change) ......coovveiiiiiiiie -1.2 -5.2 2.7 1.2 1.8 1.7 1.7
Europe real’ (% change) ..................... 0.4 -4.3 0.4 0.8 1.8 1.8 1.8
Industrial production index
US (2002 =100) +.uovninieiieieeiieeeeeen, 96.7 87.7 91.9 93.8 96.2 98.8 101.4
(% change) .....ooovvviiiiiiiiiie -3.3 -9.3 4.8 2.0 25 27 2.7
Japan (2000 = 100) .....uevuvenieniinienenneen 103.8 81.8 96.1 99.1 100.9 102.6 104.4
(%o change) .....cooevveiiiiiii, -3.2 -21.2 17.5 3.1 1.8 1.7 1.7
Europe’ (2000 = 100) .........ccovveeunennn.. 106.1 90.3 93.8 95.2 971 99.0 101.0
(% change) .....ooovviiiiiiiiiie -1.8 -14.9 3.8 1.5 2.0 2.0 2.0
Housing starts?(000's)
Canada ........ovviiii 211 149 184 170 175 180 180
(Y%ochange) .....cocvveiiiiiii -7.6 -29.4 234 -7.6 29 29 0.0
US 900 554 565 650 820 910 1,005
(% change) ......coovviiiiiiiiiiie -32.9 -38.4 1.9 15.0 26.2 11.0 10.4
Japan .. 1,093 788 780 825 900 1,000 1,050
(Y%ochange) .....cooevveiiiiiiiii, 3.1 -27.9 -1.1 5.8 9.1 11.1 5.0
Consumer price index
Canada (2002 = 100) ....ocvevneeeieeneenns, 114.1 114.4 116.6 119.1 121.5 123.9 126.4
(%o change) .....coovviiiiiiiii 23 0.3 1.9 22 2.0 2.0 2.0
Canadian interest rates (%)
3-Month treasury bills ......................... 24 0.3 0.6 1.9 2.9 3.9 4.8
10-year government bonds .................. 3.6 3.3 3.4 3.7 4.2 4.9 5.8
United States interest rates (%)
3-Month treasury bills ......................... 1.4 0.2 0.2 0.6 2.3 3.6 4.7
10-year government bonds .................. 3.7 3.3 3.3 3.5 4.2 4.9 5.8
Exchange rate (US cents / Canadian $) .... 93.7 87.6 96.1 98.9 98.5 97.9 96.9
British Columbia goods and services
Export price deflator (% change) ......... 6.7 93° 2.6 0.7 29 2.6 2.6

" Euro zone (12) is Austria, Belgium, Finland, France, Germany,

2 British Columbia housing starts appear in Table 2.7.2.
¢ Ministry of Finance estimate.

Greece, Ireland, Italy, Luxembourg, Netherlands, Portugal and Spain.
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PART THREE — FIRST QUARTERLY REPORT
For the Three Months Ended June 30, 2010

2010/11 First Quarterly Report September 14, 2010

Table 3.1 2010/11 Operating Statement

Year-to-Date to June 30 Full Year
2010/11 Actual 2010/11 Actual
($ millions) Budget Actual Variance 2009/10 Budget Forecast  Variance 2009/10
Revenue ... 9,408 9,246 (162) 8,978 39,190 39,965 775 37,521
EXPENSE ....evveeeeeeeveeeeeeveeae e, (9,976) _ (9,698) 278 (9,532) _(40,605) _(41,045) _ (440) _(39,300)
Surplus (deficit) before forecast
allowance ..............cooooiiiiii, (568) (452) 116 (554) (1,415) (1,080) 335 (1,779)
Forecast allowance ..................c...oeeee.. - = - - (300) (300) - -
Surplus (deficit) ... (568) (452) 116 (554) (1,715) (1,380) 335 (1,779)
Accumulated surplus beginning of the year . 4,211 4,860 649 6,639 4,211 4,860 649 6,639
Accumulated surplus before comprehensive
INCOME ..., 3,643 4,408 765 6,085 2,496 3,480 984 4,860
Accumulated other comprehensive income
from self-supported Crown agencies ...... (67) 141 208 234 (67) 412 479 412
Accumulated surplus end of period ......... 3,576 4,549 973 6,319 2,429 3,892 1,463 5,272
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Table 3.2 2010/11 Revenue by Source

Year-to-Date to June 30 Full Year
2010/11 Actual 2010/11 Actual
($ millions) Budget Actual Variance 2009/10 Budget Forecast  Variance 2009/10
Taxation
Personalincome .............cccoooviiiiiinnn.. 1,499 1,499 - 1,529 5,861 5,741 (120) 5,529
Corporate iNnCOMe .........c.ceuveuiiiieniiniennnn. 290 288 (2) 324 847 1,521 674 1,317
Harmonized sales ............cccoceeieiiiiinan. - - - - 3,784 3,819 35 -
Othersales ' ..o oo 1,213 1,166 (47) 1,204 1,399 1,399 - 4,765
FUel ..o 218 219 1 211 877 890 13 884
Carbon ......c.iiii 142 141 (1) 93 727 730 3 542
TObACCO .. 181 252 71 173 686 747 61 682
Property ......ooooiiiii 479 474 (5) 464 1,906 1,916 10 1,884
Property transfer ............ccocoii 248 302 54 191 900 900 - 887
OtEr 2 ... 150 146 (4) 167 435 439 4 612
4,420 4,487 67 4,356 17,422 18,102 680 17,102
Natural resources
Natural gas royalties ..............ccccoeienninn 163 115 (48) 77 698 532 (166) 406
Forests .....oooiuiiiii 89 74 (15) 45 491 462 (29) 387
Other natural resource > ..............c..c....... 477 498 21 442 2,019 2,010 9 1,853
729 687 (42) 564 3,208 3,004 (204) 2,646
Other revenue
Medical Services Plan premiums .............. 435 446 11 401 1,741 1,755 14 1,666
Otherfees ... ..o, 639 546 (93) 511 2,615 2,686 71 2,453
Investment earnings ..............cooiiint. 228 133 (95) 235 921 939 18 963
Miscellaneous ® ...........c.cccooveevieienee. 625 645 20 656 2,597 2,627 30 2,754
1,927 1,770 (157) 1,803 7,874 8,007 133 7,836
Contributions from the federal government
Health and social transfers ...................... 1,291 1,294 3 1,222 5,165 5,127 (38) 4,883
Harmonized sales tax transition payments .. - - - - 769 769 - 250
Other federal contributions ®.................... 341 328 (13) 294 1,751 1,972 221 1,784
1,632 1,622 (10) 1,516 7,685 7,868 183 6,917
Commercial Crown corporation net income
BCHydro . .....ooooiiiiiieeee e 104 86 (18) 75 617 604 (13) 447
Liquor Distribution Branch ....................... 223 218 (5) 227 974 963 (11) 877
BC Lotteries (net of payments to the
federal government) ................ooeenenel. 288 293 5 266 1,106 1,071 (35) 1,070
ICBC .., 85 77 (8) 160 303 339 36 601
Transportation Investment Corporation (Port
Mann) ..o (5) (2) 3 - (19) (14) 5 (4)
Other ..o 5 8 3 11 20 21 1 29
700 680 (20) 739 3,001 2,984 (17) 3,020
Totalrevenue .................coooiiiiiiiiiiininn.. 9,408 9,246 (162) 8,978 39,190 39,965 775 37,521

" Includes social service tax and continuation of the tax on designated property.

2 Corporation capital, insurance premium and hotel room taxes.

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

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

5 Includes asset dispositions, reimbursements for health care and other services provided to external agencies, and other recoveries.

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

7 In July 2010 BC Hydro was re-amalgamated with BC Transmission Corporation. Amounts for 2010/11 have been restated to reflect this change.
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Table 3.3 2010/11 Expense by Ministry, Program and Agency
Year-to-Date to June 30 Full Year
2010/11 Actual 2010/11 Actual
($ millions) Budget Actual ~ Variance 2009/10 ' Budget'  Forecast Variance 2009/10"
Office of the Premier ..............c..ccoeeeiiieiinnns. 2 - 2 10 10 - 10
Aboriginal Relations and Reconciliation ........... 11 13 2 8 40 40 - 66
Advanced Education and Labour Market
Development .........ccooeeiiiiiiiiniiiiien 534 489 (45) 523 2,114 2,114 - 2,095
Agriculture and Lands ............coooiiiiiiiiinnne. 31 33 2 11 82 82 - 97
Attorney General ...........cccooiiiiiiiiiii 119 113 (6) 117 468 468 - 540
Children and Family Development .................. 349 330 (19) 330 1,334 1,334 - 1,306
Citizens' Services ........ccoccovveiviiiiiiiiiiniins 153 156 3 164 613 613 - 510
Community and Rural Development ............... 56 48 (8) 41 309 309 - 178
Education .........ocoiiiiiiii 1,482 1,463 (19) 1,426 5,165 5,165 - 5,012
Energy, Mines and Petroleum Resources ........ 16 8 (8) 9 54 54 - 42
Environment ... 39 35 (4) 38 167 167 - 163
Finance .......cooooviiiiiiii 24 123 99 12 71 181 110 102
Forestsand Range .................coooi, 133 132 1) 159 641 861 220 1,014
Health Services ..........ccoooviiiiiiiii 3,684 3,588 (96) 3,440 14,760 14,760 - 13,867
Healthy Living and Sport ............c.cociiiienntn. 27 21 (6) 18 51 51 - 43
Housing and Social Development ................... 671 670 1) 647 2,730 2,730 - 2,672
Labour ... 4 6 2 4 16 16 - 16
Public Safety and Solicitor General ................. 150 147 3) 140 602 602 - 596
Small Business, Technology and Economic
Development ........ccoooiiiiiiiiiiie 12 8 (4) 6 62 62 - 44
Tourism, Culture and the Arts ................oeeeee 23 29 6 16 115 115 - 104
Transportation and Infrastructure ................... 180 182 2 178 753 753 - 732
Total ministries and Office of the Premier .. 7,700 7,596 (104) 7,289 30,157 30,487 330 29,209
Management of public funds and debt ............. 313 318 5 261 1,301 1,299 (2) 1,141
ContingencCies ........ccoviiiiiiiiiiiiiiiiea 112 - (112) - 450 450 - 360
Funding for capital expenditures .................... 274 99 (175) 103 1,751 1,751 - 866
Legislative and other appropriations ............... 32 28 4) 51 123 123 - 148
Consolidated revenue fund expense .............. 8,431 8,041 (390) 7,704 33,782 34,110 328 31,724
Expenses recovered from external entities ...... 638 572 (66) 639 2,741 2,896 155 2,748
Funding provided to service delivery agencies .. _(5.353) _ (5,164) 189 (4,985) (20,704) (20,832) _ (128) (19,240)
Total direct program spending ...................... 3,716 3,449 (267) 3,358 15,819 16,174 355 15,232
Service delivery agency expense
School districts ...........ccoveeiiiiiiii 1,581 1,583 2 1,563 5,440 5,440 - 5,379
Post-secondary institutions ....................oil 1,056 1,088 32 1,034 4,727 4,825 98 4,628
Health authorities and hospital societies .......... 2,761 2,854 93 2,759 11,141 11,164 23 10,761
Other service delivery agencies ..................... 862 724 (138) 818 3,478 3,442 (36) 3,300
6,260 6,249 (11) 6,174 24,786 24,871 85 24,068
Total eXPense ...........cccovveviiiieiiiiiieeiieiieinnns 9,976 9,698 (278) 9,532 40,605 41,045 440 39,300

' Restated to reflect government's current organization and/or accounting policies.
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Table 3.4 2010/11 Expense By Function

Year-to-Date to June 30 Full Year
2010/11 Actual 2010/11 Actual
($ millions) Budget Actual Variance ~ 2009/10 ' Budget Forecast Variance  2009/10 "
Health:
Medical Services Plan ............................ 926 941 15 879 3,801 3,818 17 3,609
Pharmacare .........c.ueeeeeeeee el 267 256 (11) 257 1,095 1,099 4 1,053
Regional Services .............coeeeeeeeevennnnn... 2,600 2,580 (20) 2,517 10,627 10,617 (10) 9,966
Other healthcare expenses %................... 205 174 (31 219 951 986 35 831
3,998 3,951 (47) 3,872 16,474 16,520 46 15,459
Education:
Elementary and secondary ...................... 1,649 1,665 16 1,590 5,809 5,806 (3) 5,778
POSt-SECONAAIY .......vveevieeiieieeeiieeeiee, 1,114 1,081 (33) 1,003 4,556 4,694 138 4,740
Other education expenses>..................... 140 116 (24) 167 455 508 53 528
2,903 2,862 (41) 2,760 10,820 11,008 188 11,046
Social services:
Social assistance 2°...........cccoviiieeein, 356 371 15 331 1,511 1,437 (74) 1,462
Childcare Services 2..........coveveeeeeeeeneen., 324 272 (52) 350 1,171 1,172 1 1,077
Community living and other services ......... 154 171 17 145 772 840 68 729
834 814 (20) 826 3,454 3,449 (5) 3,268
Protection of persons and property ............. 326 319 (7) 358 1,426 1,414 (12) 1,380
Transportation .............ccooeevviiieiiieiineiinnnn. 385 357 (28) 329 1,515 1,522 7 1,453
Natural resources and economic
development .........ccoovviiiiiiiie 311 302 9) 335 1,314 1,803 489 1,883
(0131 RSN 263 244 (19) 272 1,395 1,398 3 1,418
Contingencies 112 - (112) - 450 450 - -
General government .............ccceceuveeeennn.. 289 289 - 245 1,376 1,136 (240) 1,224
Debt servicing Costs ..........ccoceeviiiiieieeenii. 555 560 5 535 2,381 2,345 (36) 2,169
Total exXpense ............ccceeevevvieiiieiinennnnnn. 9,976 9,698 (278) 9,532 40,605 41,045 440 39,300

' Restated to reflect government's current organization and accounting policies.

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

3 Payments for training costs by the Ministry of Housing and Social Development made on behalf of its clients are reported in the Education function.
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Table 3.5 2010/11 Capital Spending

Year-to-Date to June 30 Full Year
2010/11 Actual 2010/11 Actual
($ millions) Budget Actual Variance 2009/10 Budget Forecast Variance 2009/10
Taxpayer-supported

Education

Schools (K=12) ...c.ooiiiiiiiiien, 93 95 2 139 481 497 16 482

Post-secondary ............coocoviiiiiiiianin. 186 120 (66) 96 743 808 65 672
Health ..., 290 203 (87) 127 1,161 1,138 (23) 927
BC Transportation Financing Authority .... 364 209 (155) 319 1,483 1,583 100 918
BC Transit ......cccccevieiiiiiiecieeeeeceieee 22 8 (14) 13 89 89 - 150
Vancouver Convention Centre

expansion project .........c..cceeveieiinnnn. 2 2 - 12 8 15 7 41
BC Place rejuvenation .............ccccceeeeuneenn. 50 50 - 30 390 391 1 75
Government operating (ministries) .......... 91 17 (74) 62 355 395 40 306
Other ..o 101 45 (56) 19 404 387 (7) 183
Capital spending contingencies .............. - = - - 300 300 - -
Total taxpayer-supported .................... 1,199 749 (450) 817 5,414 5,603 189 3,754

Self-supported

BCHYArO 2 oo 443 317 (126) 363 1,784 1,770 (14) 2,406
BC Transmission Corporation ................ - - 2 - - - 12
Columbia River power projects °............. 4 4 - 4 12 14 2 16
Transportation Investment Corporation

(PortMann) ........ccoeviiniiiiiiiieieene, 184 164 (20) 148 735 735 - 777
BCRail .o - - 1 - - - 14
ICBC .o, 6 4 (2) 8 83 55 (28) 22
BC Lotteries ........ccoeuviiiiiiiiiiiiieen 27 11 (16) 20 107 107 - 92
Liquor Distribution Branch ..................... 6 1 (5) 3 24 24 - 19
Total self-supported .......................... 670 501 (169) 549 2,745 2,705 (40) 3,358
Total capital spending ........................ 1,869 1,250 (619) 1,366 8,159 8,308 149 7,112

" Includes BC Housing Management Commission, Provincial Rental Housing Corporation, Rapid Transit Project 2000, BC Transit and

other service delivery agencies.

2 Amounts for 2010/11 include BC Transmission Corporation as it was re-amalgamated with BC Hydro in July 2010.

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

N Responsibility for the BC Railway Company was transferred to the BC Transportation Financing Authority effective April 1, 2010.
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Table 3.6 2010/11 Provincial Debt '

Year-to-Date to June 30 Full Year
2010/11 Actual 2010/11 Actual
($ millions) Budget Actual Variance 2009/10 Budget Forecast Variance 2009/10
Taxpayer-supported debt
Provincial government operating ?....... 3,865 5,987 2,122 3,273 4,815 4,944 129 4,663
Provincial government general capital * __ 2,696 2,696 - 2,696 2,696 2,696 - 2,696
Provincial government operating ....... 6,561 8,683 2,122 5,969 7,511 7,640 129 7,359
Other taxpayer-supported debt
(mainly capital)
Education %*
Schools .....couvviiiiii 5,927 5,707 (220) 5,570 6,194 6,146 (48) 5777
Post-secondary institutions ............... 3,906 3,835 (71) 3,627 4,111 4,101 (10) 3,843
9,833 9,542 (291) 9,197 10,305 10,247 (58) 9,620
Health 2%5. e, 4,532 4,406 (126) 3,977 5,074 5,002 (72) 4,389
Highways and public transit
BC Transportation Financing
Authority ®.......coooeiii 5,491 5,118 (373) 4,468 6,136 5,991 (145) 5,211
Public transit 2.............cccoeeeeeiiiiiii. 997 997 - 993 997 997 - 997
SkyTrain extension ......................... 1,154 1,154 - 1,154 1,154 1,154 - 1,154
BCTransit ........cooovviviiiiiiiiiieen, 165 161 (4) 114 186 188 2 140
7,807 7,430 (377) 6,729 8,473 8,330 (143) 7,502
Other
Social housing "..........coeeveeeeeiiiiiiii. 394 358 (36) 285 530 621 91 305
Provincial government general capital ® 455 308 (147) - 774 719 (55) 294
BC Pavilion Corporation ................... 143 157 14 - 409 378 (31) 49
BC Immigrant Investment Fund .......... 288 290 2 283 297 333 36 289
Homeowner Protection Office ............ - - - 156 - - - 144
Other®......cuveiieeeieeeeee e, 180 159 21 76 375 399 24 70
1,460 1,272 (188) 800 2,385 2,450 65 1,151
Total other taxpayer-supported ....... 23,632 22,650 (982) 20,703 26,237 26,029 (208) 22,662
Total taxpayer-supported debt ............. 30,193 31,333 1,140 26,672 33,748 33,669 (79) 30,021
Self-supported debt
Commercial Crown corporations
BC Hydro .......coovvvviiiiiiiiiiiieineens 11,186 11,104 (82) 9,317 11,830 11,852 22 10,792
BC Transmission Corporation ............ 73 92 19 87 70 - (70) 70
Columbia River power projects °.......... 192 189 (3) 202 181 182 1 196
BC Lotteries ........ccovvvuviiiiiiiiini, 110 52 (58) - 128 62 (66) 60
Transportation Investment
Corporation (Port Mann) ................ 803 909 106 228 1,365 1,352 (13) 544
Liquor Distribution Branch ................. 1 1 - 1 1 1 - 1
Post-secondary institutions'
subsidiaries .........cc.ccoviiiiiiiennn. 134 201 67 134 134 201 67 201
12,499 12,548 49 9,969 13,709 13,650 (59) 11,864
Warehouse borrowing program ............ - 510 510 3,064 - - - -
Total self-supported debt .................... 12,499 13,058 559 13,033 13,709 13,650 (59) 11,864
Forecast allowance ........................... 125 = (125) - 300 300 - -
Total provincial debt ........................... 42,817 44,391 1,699 39,705 47,757 47,619 (138) 41,885

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

In 2009/10, sinking funds for debt related to schools, post-secondary education, health care and public transit were liquidated and the proceeds ($763 million)
used to offset direct operating borrowing requirements.

Separate disclosures of borrowing for ministries' capital spending were applied prospectively beginning in fiscal 2009/10.

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

Health facilities' debt includes public-private partnership obligations of $545 million for the three months ended June 30, 2009, $816 million for the three
months ended June 30, 2010, $734 million for fiscal 2009/10 and $944 million for fiscal 2010/11.

BC Transportation Financing Authority debt includes public-private partnership obligations of $808 million for the three months ended June 30, 2009,

$796 million for the three months ended June 30, 2010, $799 million for fiscal 2009/10 and $783 million for fiscal 2010/11.

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

Includes service delivery agencies, student loan guarantees, loan guarantees to agricultural producers, guarantees issued under economic development and
home mortgage assistance programs and loan guarantee provisions.

Joint ventures of the Columbia Power Corporation and Columbia Basin Trust.
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Table 3.7 2010/11 Statement of Financial Position

Actual Year-to-Date Forecast
March 31, June 30, March 31,
($ millions) 2010 2010 2011
Financial assets

Cash and temporary investments ...........ccoooiiiiiiiii s 2,913 4,037 2,813

Other financial @SSets .........cooiniiiii i 8,731 8,561 8,827

SINKING fUNAS ... 1,329 1,383 1,355

Investments in commercial Crown corporations:

Retained earnings ........ccoiiiiiiii 7,231 6,829 7,110
Recoverable capital l0ans ...............oeeuiiiiiie e 11,471 12,161 13,272
18,702 18,990 20,382

Warehouse borrowing program assets .............coooiiiiiiiiiiiii - 510 -

31,675 33,481 33,377
Liabilities

Accounts payable and accrued liabilities ...............cccooiiiiiiii 6,994 6,868 7,131

DEferred rEVENUE ... e 9,997 10,468 10,834

Debt:

Taxpayer-supported debt ..o 30,021 31,333 33,669
Self-supported debt ..o, 11,864 13,058 13,650
Forecast alloWanCe ...............oeiiunieii e - - 300

Total provincial debt ... 41,885 44,391 47,619
Add: debt offset by sinking funds ... 1,329 1,383 1,355
Less: guarantees and non-guaranteed debt ........................cooeeeinnlL. (493) (476) (474)

Financial statement debt ..................ccoiiiiiiiii e 42,721 45,298 48,500

59,712 62,634 66,465
Net liabilities ...............cooi (28,037) (29,153) (33,088)
Capital and other non-financial assets
Tangible capital @SSets ........coviriiii 32,371 32,621 36,012
Other non-financial @ssets .............cooviiiiiiiii 938 1,081 968
33,309 33,702 36,980
Accumulated surplus (deficit)..................c.oooiii 5,272 4,549 3,892
Changes in Financial Position
Year-to-Date Forecast
June 30, March 31,
($ millions) 2010 2011
(Surplus) deficit for the period ... 452 1,380
Comprehensive income (iNCrease) dBCIEASE ............cc.ueeiuuieiiuneeiiieeiiieeeiieeeieeeeieeenaas 271 -
(Increase) decrease in accumulated surplus ... 723 1,380
Capital and other non-financial asset changes:

Increase in taxpayer-supported capital investments ... 749 5,603
Less: amortization and other accounting Changes ..............cccoovvuieeeeiiiieeeeiiiiee e (499) (1,962)
Change in net capital @SSets ..........oouiuiiii 250 3,641

Increase (decrease) in other non-financial @ssets ................ccccceeiiiiiiiiieeiiie e 143 30

393 3,671
Increase (decrease) in net liabilities .......................cccooooiiiiiieiiiciee e 1,116 5,051
Investment and working capital changes:

Increase (reduction) in cash and temporary investments ... 1,124 (100)

Increase in total investment in commercial Crown corporations:

Increase (decrease) in retained €arNiNgS ..........oiiiiiiiii i s (402) (121)
Self-supported capital INVESTMENES ........c.ouiiii 501 2,705
Less: loan repayments and other accounting changes ...............cccocvveiiiiiiieiieeineeinneen. 189 (904)
288 1,680

Other working capital Changes ............oiiuiiiii et 49 (852)
1,461 728

Increase (decrease) in financial statementdebt ........................... 2,577 5,779
(Increase) decrease in sinking fund debt ... (54) (26)
Increase (decrease) in guarantees and non-guaranteed debt .....................ooveeiiiiini. . (an (19)
Increase (decrease) in total provincialdebt ........................ 2,506 5,734
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Table A1 Operating Statement — 2006/07 to 2012/13

(3 millions) 2?)32?/%'7 2ggt7u/?)|8 2ggt8u/?)|9 2Ao(c:)ts;J/? I0 ggriitss U[')Do'l: :‘ed UTDC:::‘ed
2010/11 2011/12 2012/13
REVENUE ... 38,448 39,772 38,302 37,521 39,965 41,596 43,236
EXPENSE ...ovniiiiiiiie e (34,198) (36,555) (38,245) (39,300) (41,045) (41,456) (42,266)
Negotiating Framework incentive
PAYMENTS ..o (264) (4) (2) - - - -
Climate Action Dividend ...................cooeenel - (440) 20 - - - -
Surplus (deficit) before forecast
allowance .............ccocooiiiiiiiii 3,986 2,773 75 (1,779)  (1,080) 140 970
Forecast allowance ...............cccccoveiiniinenne. - - - - (300) (300) (400)
Fiscal plan before allocation of available
FTEVENUE .....ooovniiiiiiiiineie e eeeeeee e 3,986 2,773 75 (1,779)  (1,380) (160) 570
Impact of allocating available revenue ............ - - - - S (650) (700)
Surplus/(Deficit) ............cccoeiiiiiiii, 3,986 2,773 75 (1,779)  (1,380) (810) (130)
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Table A2 Revenue by Source — 2006/07 to 2012/13
s mions) o, o, e e Fvs  Pan Han
2010/11 2011/12 2012/13
Taxation revenue
Personalincome ...............c.cocoii. 6,905 6,956 6,093 5,529 5,741 6,053 6,469
Corporate income .............ocoveviiiiininnn... 1,538 2,250 2,038 1,317 1,521 1,625 2,076
Harmonizedsales ...............ccoovviiininnn.. - - - - 3,819 5,401 5,745
Othersales ' .........cooviiiiiiiiiiii 4,714 5,072 4,958 4,765 1,399 201 173
Fuel .o 901 935 891 884 890 897 907
Carbon ... - - 306 542 730 933 1,141
TobacCo ..o 726 692 708 682 747 686 686
Property .......cooviiiiii 1,732 1,795 1,848 1,884 1,916 1,917 2,007
Property transfer .............ccoocoiiiinnn 914 1,068 715 887 900 980 1,027
Corporation capital ...................ccooeeeen. 91 117 108 95 - - -
Other 2. e 496 521 532 517 439 413 424
18,017 19,406 18,197 17,102 18,102 19,106 20,655
Natural resource revenue
Natural gas royalties ................coooenen. 1,207 1,132 1,314 406 532 794 1,075
Bonus bids, permits and fees .................. 441 569 814 867 935 969 981
Forests ....oovvviiiiiii 1,276 1,087 558 387 462 610 641
Other natural resources ......................... 1,020 953 1,121 986 1,075 1,228 1,276
3,944 3,741 3,807 2,646 3,004 3,601 3,973
Other revenue
Medical Services Plan premiums ............. 1,524 1,557 1,595 1,666 1,755 1,900 2,035
Post secondary education fees ................ 928 979 1,039 1,126 1,185 1,217 1,253
Other fees and licences ......................... 1,351 1,439 1,373 1,327 1,501 1,396 1,397
Investment earnings .............coooveeiiiennn 1,041 1,150 817 963 939 1,078 1,213
Miscellaneous ®.............ccccoeviiiiiiiiin, 2,568 2,592 2,585 2,754 2,627 2,889 2,601
7,412 7,717 7,409 7,836 8,007 8,480 8,499
Contributions from the federal government
Health and social transfers ..................... 4,473 4,614 4,743 4,883 5,127 5,368 5,667
Harmonized sales tax transition payments . - - - 250 769 580 -
Equalization ...........coooviiiiii 459 - - - - - -
Other cost shared agreements “............... 1,455 1,318 1,242 1,784 1,972 1,479 1,440
6,387 5,932 5,985 6,917 7,868 7,427 7,107
Commercial Crown corporation net income
BCHydro®. ..o, 407 369 365 447 604 669 655
Liquor Distribution Branch ...................... 840 857 891 877 963 985 1,002
BCLC (net of payments to the federal
gOVEINMENL) ..vviniiiiieiieeeeee e 1,011 1,080 1,082 1,070 1,071 1,082 1,118
ICBC . e 381 633 512 601 339 238 212
Transportation Investment Corporation
(Port Mann) ........cooviiiniiiiieens - - (8) (4) (14) (14) (8)
Other .o 49 37 62 29 21 22 23
2,688 2,976 2,904 3,020 2,984 2,982 3,002
Total revenue ............ccoveiiiiiiiiaiiien, 38,448 39,772 38,302 37,521 39,965 41,596 43,236

" Includes social service tax and, after June 30 , 2010, continuation of the tax on designated property now at 12%. More details are

available in Table A6.

2 Includes revenue from insurance premium and hotel room taxes.

3 Includes asset dispositions, reimbursements for health care and other services provided to external agencies, and other recoveries.
4 Includes contributions for health, education, housing and social service programs, for transportation projects, and for coastal ferry

services.

% In July 2010 BC Hydro was re-amalgamated with BC Transmission Corporation. Amounts for 2010/11 onward have been restated to

reflect this change.

® Actual amounts for 2006/07 to 2009/10 represent earnings during government's fiscal year.
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Table A3 Expense by Function — 2006/07 to 2012/13

(§ milions) 2(?2)0&7;; 1 2:06;75; 1 23)027;; 1 20Aocs;71a (; 1 ggiit:; UTS'::'ed Uﬁg;ed
2010/11 2011/12 2012/13
Health
Medical Services Plan .............ccocovviiinnnn. 2,969 3,274 3,424 3,609 3,818 4,029 4,131
Pharmacare ............cccooiiiiiiiiiiiii, 914 955 1,010 1,053 1,099 1,147 1,203
Regional services .............cccocoeiviiiiiiiinenn.n, 8,496 9,033 9,750 9,966 10,617 11,217 11,480
Other healthcare expenses?......................... 816 942 854 831 986 995 1,015
13,195 14,204 15,038 15459 16,520 17,388 17,829
Education
Elementary and secondary ........................ 5,272 5,521 5,740 5,778 5,806 5,890 5,911
POSt-SECONAAIY ..o 4,072 4314 4554 4740 4694 4699 4755
Other education expenses®........................ 147 152 158 528 508 453 450
9,491 9,987 10,452 11,046 11,008 11,042 11,116
Social services
Social assistance ..., 1,254 1,271 1,352 1,462 1,437 1,468 1,468
Child welfare?............c.ccoooeviiiieeeeeeeee, 964 925 1,073 1,077 1,172 1,172 1,171
Community living and other services ............ 586 756 723 729 840 785 783
2,804 2,952 3,148 3,268 3,449 3,425 3,422
Protection of persons and property ............ 1,184 1,429 1,429 1,380 1,414 1,347 1,345
Transportation ... 1,251 1,378 1,401 1,453 1,522 1,540 1,607
Natural resources and economic
development ..............c.ocooviiiiiiiiiiiinen 1,581 1,861 1,658 1,883 1,803 1,402 1,423
Other .......oooieeeeee e 1,220 1,374 1,637 1,418 1,398 1,207 1,255
Contingencies *.................cccooiiiiiiii - - - - 450 450 450
Generalgovernment ..............................l. 1,198 1,131 1,321 1,224 1,136 1,085 1,063
Debt servicingcosts .....................coo 2,274 2,239 2,161 2,169 2,345 2,570 2,756
Subtotal ............oooiiii 34,198 36,555 38,245 39,300 41,045 41,456 42,266
Negotiating Framework incentive payments .. 264 4 2 - - - -
Climate Action Dividend ...................cceev.... - 440 (20) - - - -
Total eXpense ...............coeveviiiiiiiiiiiannnn, 34,462 36,999 38,227 39,300 41,045 41,456 42,266

" Restated to reflect government's current organization and accounting policies.

2 Payments for healthcare services by the Ministry of Housing and Social Development and the Ministry of Children and Family

Development made on behalf of their clients are reported in the Health function.

3 Payments for training costs by the Ministry of Housing and Social Development made on behalf of its clients are reported in the
Education function. Beginning in 2009/10, includes the expenses of the Labout Market Development Agreement made with the federal

government.

4 The Contingencies vote is allocated to functions according to actual results for 2006/07 to 2009/10.
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Table A4 Service Delivery Agency Operating Results ' — 2006/07 to 2012/13

($millions) Actual Actual Actual Actual Iggr((jaactaesdt U%cf:;ed U%?:Led
2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13
School districts
Revenue ........cooveiiiiiiiiieicee 5,178 5,243 5,385 5,419 5,528 5,528 5,554
EXPENSE ..vvivviiiieieie (5,041) (5,133) (5,352) (5,379) (5,440) (5,515) (5,535)
137 110 33 40 88 13 19
Accounting adjustments .............. 39 88 158 134 129 206 138
Netimpact .........coooeiiiiiiiins 176 198 191 174 217 219 157
Post-secondary institutions
Revenue ..........ooeviviiiiiiiiecn 4,129 4,178 4,145 4,935 4,881 4,954 5,007
EXPENSE ..ovvviiiiiicieee (3,903) (4,133) (4,435) (4,628) (4,825) (4,885) (4,945)
226 45 (290) 307 56 69 62
Accounting adjustments .............. 270 493 202 (21) 121 (19) (79)
Netimpact .........cocoevviiiniinnnnnee. 496 538 (88) 286 177 50 (17)
Health authorities and hospital societies
Revenue ........cooveiiiiiiiecieee 8,857 9,467 10,272 10,783 11,164 11,701 11,954
EXPENSE .vvviiiiieieie (8,892) (9,495) (10,292) (10,761) (11,164) (11,701) (11,954)
(35) (28) (20) 22 - - -
Accounting adjustments .............. 64 181 (36) 32 139 144 (12)
Netimpact ........ccocoveiiiiiiiinnnnen. 29 153 (56) 54 139 144 (12)
Community Living BC
Revenue ...........coeviiiiiiiiicecn 631 687 724 718 691 697 697
EXPENSE ..ovvviiiiiiciee e (631) (687) (723) (717) (690) (697) (697)
- 1 1 1 - -
Accounting adjustments .............. 1 - 1 5 1 (6) (4)
Net impact ........cocevveeeiieeineeinne, 1 - 2 6 2 (6) 4)
BC Transportation Financing Authority
Revenue ........cooveviiiiiiiiecieee 618 651 745 635 624 658 663
EXPENSE ..ovvviiiieieee (585) (722) (660) (928) (817) (919) (1,000)
33 (71) 85 (293) (193) (261) (337)
Accounting adjustments .............. (155) (171) (285) (35) (122) (115) (111)
Netimpact ...........coeeeviiiiininnn.n. (122) (242) (200) (328) (315) (376) (448)
BC Pavilion Corporation
Revenue ........coovviiiiiiiiiecicee 39 70 45 103 76 96 111
EXPENSE .vvvviiiieieeee (39) 41) (44) (103) (101) (117) (118)
- 29 1 - (25) (21) (7)
Accounting adjustments .............. 105 26 290 (8) 207 44 (39)
Netimpact .........cocovvviiiiinnnnee. 105 55 291 (8) 182 23 (42)
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Table A4 Service Delivery Agency Operating Results ' — 2006/07 to 2012/13 (continued)
($millions) Actual Actual Actual Actual g:liit::t U%?:;ed U%?:;ed
2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13
British Columbia Housing Management Commission
Revenue ........cooovviiiiiiiiiiiie 497 540 627 621 888 639 563
EXPENSE ..ovoiiiiiiieiee (497) (540) (627) (621) (888) (639) (570)
- - - - - - ()
Accounting adjustments .............. (15) 4) 14 (7) (4) - -
Net impact .........cccooevvvviiieeen... (15) 4) 14 ) 4) - (7)
British Columbia Transit
Revenue ..........coeviiiiiiiiiiieeen 165 188 229 257 294 309 344
EXPENSe .....covvvvviiiiiiiiiiieieeee (167) (187) (232) (257) (294) (309) (344)
2) 1 (3) - - - -
Accounting adjustments .............. (9) 2 (6) 34 (25) 4 13
Netimpact .........cocoevviiiiinnnn.n. (11) 3 9 34 (25) 4 13
Tourism British Columbia
Revenue .........ccocoovviiiiiiiiii 60 61 65 111 - - -
EXPENSe .....coviviiiiiiiii (59) (63) (65) (109) - - -
1 2) - 2 - - -
Accounting adjustments .............. 7 (1) 1 (8) = - -
Netimpact ...........coeevviiiiinnnnnnn. 8 (3) 1 (6) - - -
Other service delivery agencies
Revenue ..........ccoeviiiiiiiiiiieeen 683 705 735 718 681 1,027 749
EXPENSE ..ovvviiiieieiee e (610) (662) (702) (704) (652) (691) (724)
73 43 33 14 29 336 25
Accounting adjustments .............. 22 20 (20) 132 587 151 84
Netimpact .........cocoevviiiiinnnn.n. 95 63 13 146 616 487 109
Total netimpact ............................. 762 761 159 351 989 545 (251)
Total service delivery agency operating results:
Revenue ........coooveiiiiiiiiiiie 20,857 21,790 22,972 24,300 24,827 25,609 25,642
Accounting adjustments .............. 323 624 312 258 1,033 409 (6)
21,180 22,414 23,284 24,558 25,860 26,018 25,636
EXPENSE .ovvniiiieee (20,424) (21,663) (23,132) (24,207) (24,871) (25,473) (25,887)
Accounting adjustments .............. 6 10 7 - - - -
(20,418) (21,653) (23,125) (24,207) (24,871) (25,473) (25,887)
Total netimpact ............................ 762 761 159 351 989 545 (251)

" Revenue and expense are shown as reported in the entity financial statements and service plans, before consolidation and accounting

adjustments.
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Table A5 Material Assumptions — Revenue

Updated

* Ratio of annual per cent change in current-year revenue to annual per cent change in personal income (ca

Updated Updated
Revenue Source and Assumptions Budget Forecast Plan Plan
($ millions unless otherwise specified) 2010/11 2011/12 2012/13 Sensitivities 2010/11
Personal income tax $5,861 $5,741 $6,053 $6,469
Current calendar year assumptions
Personal income growth . 2.7% 2.7% 3.6% 4.6% +/- 1% change in 2010 BC
Labour income growth . 2.8% 3.0% 4.0% 4.8% personal income growth
Tax base growth . 2.9% 2.4% 4.2% 5.6% equals +/- $50 to $100 million
Average tax yield 5.05% 4.86% 4.90% 4.93%
Current-year tax .... $6,041 $5,952 $6,248 $6,648 +/- 1% change in 2009 BC
BC Tax Reduction .................... -$129 -$137 -$140 -$143 personal or taxable income
Low income climate action tax credit . -$153 -$153 -$161 -$168 growth equals +/- $50 to $100
Sales tax/BC HST credit -$146 -$146 -$283 -$280 million one-time effect
Other tax credits and refunds ...........ccccoocveviiieniennnd -$100 -$100 -$98 -$93 (prior-year adjustment)
Policy neutral elasticity * ...........cccoooiiiiiniieneee 14 1.2 1.4 1.4 and could result in an
Fiscal year assumptions additional base change in 2010/11
Prior-year adjustment .............cccooeiiiiiiiiiie -$52
Family Bonus offSet ..........cccccevvevieieiiicecece e -$7 -$7 -$5 -$4
2009 Tax-year 2009 Assumptions
Personal income growth .... -1.5% -1.2%
Tax base growth .......... -2.3% 0.5%
Average 2009 tax yiel 5.12% 4.93%
2009 tax ..cceeeeeerineennnn $5,955 $5,897
BC Tax Reduction . -$127 -$135
Low income climate action tax credit . -$153 -$153
Sales tax credit .......ccccceeeveeennn. -$53 -$53
Other tax credits and refunds -$106 -$106
Policy neutral elasticity * 1.0 1.6

lendar year).

Corporate income tax $847 $1,521 $1,625 $2,076
Components of revenue (fiscal year)
Advance instalments ... $1,157 $1,476 $1,502 $1,767
International Business Activity Act refunds . -$10 -$20 -$20 -$20
Prior-year adjustment .. -$300 $65 $143 $329
Current calendar year assumptions
National tax base ($ billions) ..........ccceceevrieeerernenennd $169.7 $201.8 $225.4 $245.8 +/- 1% change in the 2010
BC instalment share of national tax base 11.8% 11.8% 11.2% 13.4% national tax base equals
Effective tax rates (general/small business) ..] 105/25 10.5/25 10.0/25 10.0/0.6 | +/- $15 to $25 million
BC tax base growth (post federal measures)............, 12.8% 19.8% 10.0% 6.8%
BC corporate profits growth ...........c.ccooeviiiieninninns 12.7% 19.6% 9.3% 7.8% +/- 1% change in the 2009
BC Tax credits BC tax base equals +/- $20
Film, Television and Production Services ............ -$163 -$178 -$188 -$198 to $30 million in 2010/11
Scientific Research and Experimental Development ........ -$140 -$140 -$149 -$149
Interactive Digital Media ............cccccoeevviiiiiinnenan. $0 -$5 -$35 -$35
(0711 1=) SRR -$26 -$46 -$46 -$56
2009 Tax-year 2009 Assumptions
BC tax base growth ..........ccccceeeiiiiciiiccec e -26.2% -3.6%
BC corporate profits growth -35.8% -30.5%
Gross 2009 tax ......... $1,348 $1,758
Prior-year adjustments ... -$300 $65
Prior years losses/gains (included in above) ............ -$150 -$150
BC Tax credits
Film, Television and Production Services ............ -$143 -$168
Scientific Research and Experimental Development .. -$130 -$140
(0] (3 1=Y TP -$21 -$31

Revenue is recorded on a cash basis. Due to lags in the federal collection and instalment systems, changes to the BC corporate profits and tax base forecasts

affect revenue in the succeeding year. The 2010/11 instalments from the federal government reflect 9 months of payments related to the 2010 tax year (Apr/10-Dec/10)
and 3 months of payments related to the 2011 tax year (Jan/11-Mar/11). Instalments for the 2010 (2011) tax year are based on BC's share of the national tax base for
the 2008 (2009) tax year and a forecast of the 2010 (2011) national tax base. BC's share of the 2008 national tax base was 11.8%, based on tax assessments as of
December 31, 2009. Cash adjustments for any under/over payments from the federal government in respect of 2009 will be received/paid on March 31, 2011.

=
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Table A5 Material Assumptions — Revenue (continued)
Updated Updated Updated
Revenue Source and Assumptions Budget Forecast Plan Plan
($ millions unless otherwise specified) 2010/11 2011/12 2012/13 Sensitivities 2010/11
Harmonized sales tax $3,784 $3,819 $5,401 $5,745

Calendar Year +/- 1% change in consumer
Nominal consumer expenditure ............ccccceveierieennne 4.3% 4.4% 4.6% 5.0% expenditure growth equals up to
Nominal residential investment ...........................] 17.9% 14.6% 6.6% 4.9% +/- $30 million
Above two bases represent about 84% of the total base

HST Rebates (% rebate of the provincial portion of the HST paid) +/- 1% change in residential
Municipalities ... 75% 75% 75% 75% construction growth equals up to
Charities and non-profit organizations ...................... 57% 57% 57% 57% +/- $10 million
New housing (up to $26,250) .........ccccoevrrveeerecrereenne. 71.43% 71.43% 71.43% 71.43%

School authorities . 87% 87% 87% 87%
Universities and public colleges ..........c.ccovvvvernencn 75% 75% 75% 75%
Hospital aUthOrtIEs ...........cceevieivieeiecieieieceea 58% 58% 58% 58%

Components of revenue +/- 1% change in the proportion
GIOSS e eiee et ettt ettt $4,914 $4,969 $6,946 $7,355 of the consumer expenditure
Input tax credit denial (temporary) ........cccceevvveeeenne. $118 $118 $162 $168 and residential construction bases
Rebates: equals up to -/+ $40 million
- POINt Of SAIE ..o ($248) ($268) ($332) ($334)

- Municipalities, charities & non profit organizations . ($220) ($219) ($305) ($320)
= SUCH SECLON ...t ($167) ($170) ($237) ($249)
= NEW hOUSING ..ocvviivieieieiecieetete e ($438) ($436) ($613) ($644)
- Residential @nergy USe .........c.cccvveveeveeereseenereennns ($175) ($175) ($220) ($231)
Other sales taxes $1,399 $1,399 $201 $173

Components of social service tax revenue
Consolidated Revenue Fund (net of commissions) ..| $1,210 $1,210 $0 $0
BC Transportation Financing Authority ..................... $3 $3 $0 $0
RECOVEIES ... $61 $61 $30 $0

Continued tax on private sales of vehicles (12% rate) $125 $125 $171 $173

Fuel and carbon taxes $1,604 $1,620 $1,830 $2,048

Calendar Year
REAI GDP ...ttt 2.2% 3.1% 2.2% 2.8%

Gasoling VOIUMES .........ccccveierierieie e -1.0% 0.0% 0.0% 0.0%
Diesel volumes 1.0% 2.0% 2.0% 2.0%
Natural gas voOIUMES .........cceevviiiieeiiiiiiee e 2.0% 1.0% 1.0% 1.0%

Carbon tax rates (July 1)

Carbon dioxide equivalent emissions ($/tonne)........... $20 $20 $25 $30

Natural gas (cents/gigajoule) ............coceeeiiiiniin..n) 99.32¢ 99.32¢ 124.15¢ 148.98¢

Gasoline (cents/litre) ............coeeeeiieeiiiineeiiieeeennnn. 4.45¢ 4.45¢ 5.56¢ 6.67¢

Light fuel oil (cents/litre) ..........cccvviiiiiiiiiiiiiienns 5.11¢ 5.11¢ 6.39¢ 7.67¢

Carbon tax revenUE .............coevveeiieiiiiieieeieeenn $727 $730 $933 $1,141

Carbon tax rates change on July 1

Components of fuel tax revenue

Consolidated Revenue Fund ............cccccevevenennen. $452 $459 $464 $471
BC Transit . $11 $11 $11 $11
BC Transportation Financing Authority ................. $414 $420 $422 $425
$877 $890 $897 $907
Property taxes $1,906 $1,916 $1,917 $2,007

Calendar Year
BC Consumer Price Index . 1.8% 1.7% 1.9% 2.1% +/- 1% change in new
Housing starts ...........cccceeene 20,480 23,600 23,901 25,060 construction and inflation

Home owner grants (fiscal year) .........ccccooeeeienecnnnn | -$723 -$724 -$804 -$824 equals up to +/- $5 million

in residential property

Components of revenue taxation revenue
Residential (net of home owner grants) .................... $669 $679 $646 $677
Non-residential $987 $988 $1,008 $1,042 +/- 1% change in new
RUFAI @rea ....ocvveiieieiieieeeee e $83 $82 $85 $86 construction and inflation
POIICE .ot $23 $23 $23 $23 equals up to +/- $5 million
BC Assessment Authority ..........ccccceeviiniiiiiciiieene $76 $76 $78 $81 in non-residential property
BC Transit ...cccoeeeiieiiieiecieceec e $70 $70 $79 $100 taxation revenue
COMMISSIONS ..o ($2) ($2) (%2) (%2)
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Table A5 Material Assumptions — Revenue (continued)
Updated Updated Updated
Revenue Source and Assumptions Budget Forecast Plan Plan
($ millions unless otherwise specified) 2010/11 2011/12 2012/13 Sensitivities 2010/11
Other taxes $2,021 $2,086 $2,079 $2,137
Calendar Year
Population ........c.ccccoeeenee. 1.5% 1.6% 1.5% 1.4%
BC Consumer Price Index . 1.8% 1.7% 1.9% 2.1%
BC housing starts ..........cccccoceeviiiiiiiiencneceeenend 27.4% 46.8% 1.3% 4.8%
REAIGDP ... 2.2% 3.1% 2.2% 2.8%
NOomINal GDP ......ccuviiiiiiiieee e 4.5% 5.0% 4.0% 5.1%
Components of revenue
Property transfer ................... $900 $900 $980 $1,027
Tobacco (net of commissions) . $686 $747 $686 $686
Corporation capital .............cccoeveeeeveeiieeieieeceeieennnd $0 $4 $0 $0
INSUranCce Premium .........ooveeeiieeiiee e $403 $403 $413 $424
Hotel room (net of commissions) $32 $32 $0 $0
Energy, sales of Crown land tenures,
metals, minerals and other $2,320 $2,138 $2,558 $2,871
Natural gas price +/- $1.00 change in the
Plant inlet, $Cdn/gigajoule ...............cceeeeviiiinineend $4.29 $3.35 $4.02 $4.64 natural gas price equals
Sumas, $US/MMBLU .........coeevvvvieeiiieeiiieeeenn. $5.71 $4.76 $5.59 $6.19 +/- $255 to $305 million
Natural gas volumes (petajoules) +/- 1% change in natural gas
Base gas production ................cceeeeiiiieeiiiiieeiiinnns 517 517 444 371 volumes equals +/- $5 to $15
Incremental gas production ..............ccoeieiiiinnnen. 686 686 1,038 1,325 million
Total gas volume production ..............ccocevevinninnns 1,203 1,203 1,482 1,696 +/- 1 cent change in the exchange
Annual per centchange .........c.occoviiiiiiiiineiinn, 7.9% 8.8% 23.2% 14.4% rate equals +/- $15 to $25
million on natural gas royalties
Oil price ($US/bbl at Cushing, Ok) ... $80.02 $79.24 $84.33 $87.71
Auctioned land base (000 hectares) . 582 628 616 609
Average bid price/hectare ($) .......... .| $1,200 $1,500 $943 $1,198
Cash sales of Crown land tenures .........................| $698 $942 $581 $730
Metallurgical coal price ($US/tonne, fob west coast) ....... $167 $222 $232 $234
Copper price (BUS/ID) ....covvueereeireeeeieeeeeeeeeeee $3.19 $2.91 $3.00 $2.75
Annual electricity volumes set by treaty ................... 4.6 4.6 45 4.3 +/- 10% change in the average
(million mega-watt hours) Mid-Columbia electricity price
Mid-Columbia electricity price .............ccoevvvvienneenn.. $53 $40 $45 $48 equals +/- $25 to $30 million
($US/mega-watt hour)
Exchange rate (US¢/ Cdn$, calendar year) .............. 97.4 96.1 98.9 98.5
Components of revenue Based on a recommendation from
Natural gas royalties .............ccooeveveiiiiiiiiineinns $698 $532 $794 $1,075 the Auditor General to be
Bonus bids, fees and rentals . . $993 $935 $969 $981 consistent with generally accepted
Petroleum royalties ...............coooiiiiiiiii, $68 $78 $73 $70 accounting principles, bonus bid
Columbia River Treaty electricity sales .................| $230 $170 $190 $195 revenue recognition reflects
C0@l e $226 $327 $432 $436 nine-year deferral of cash
Minerals, metals and other $71 $62 $61 $71 receipts from the sale of Crown
QOil and Gas Commission fees and levies .............. $34 $34 $39 $43 land tenures
Royalty programs and infrastructure credits
Summer drilling ......coovviiiiiiii -$37 -$37 -$37 -$37
Deep drilling -$130 -$101 -$151 -$223
Road and pipeline infrastructure .......................... -$115 -$56 -$127 -$105
TOAl e -$282 -$194 -$315 -$365
Implicit average natural gas royalty rate .................. 13.5% 13.2% 13.3% 13.6%

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.
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Table A5 Material Assumptions — Revenue (continued)

Updated Updated Updated
Revenue Source and Assumptions Budget Forecast Plan Plan
($ millions unless otherwise specified) 2010/11 2011/12 2012/13 Sensitivities 2010/11
Forests $491 $462 $610 $641
Prices (calendar year average) +/- US$50 change in SPF
SPF 2x4 ($US/1000 bd ft) ..ooevvviiiiiieieiiiiiiiieeeees $225 $240 $238 $288 price equals +/- $35 to
Random Lengths Composite $70 million
($US/thousand board feet) .........ccoeevieiiecieeiennnnn $260 $278 $273 $323 +/- US$100 change in hemlock
Hemlock price ($US/1000 bd ft) ...........oevuuiereeennnny $750 $765 $713 $675 price equals +/- $10 to $20
Pulp (BUSHONNE) ..o $763 $920 $865 $738 million
Coastal log ($Cdn/cubic metre) +/- US$50 change in pulp price
(Vancouver Log Market, fiscal year) ..................... $66 $67 $67 $71 equals +/-$5 to $10 million
+/- Cdn$10 change in average
Fiscal Year Trade Assumptions log price equals +/-$30 to
Export tax rate (effective rate) ..........cccocccviiiiiinld 15.0% 12.9% 13.8% 6.3% $50 million
Lumber shipments and consumption (billion board feet) +/- 1 cent change in
U.S. lumber consumption ............cccoceveennne 35.1 33.0 36.4 39.4 exchange rate equals
BC surge trigger volumes ...........cccoeeveunneeeienee 7.4 7.0 7.7 8.4 +/- $8 to $10 million on
BC lumber exports to US ............cooiiiiiiiiiiinans 6.2 59 6.8 7.8 stumpage revenue
+/- 10% change in Interior
Crown harvest volumes (million cubic metres) harvest volumes equals
INEEIION <.t 37.2 39.0 40.5 42.0 +/- $15 to $20 million
C0aSt ..o 78 1.0 15 13.0 +/- 10% change in Coastal
Total oo 45.0 50.0 52.0 55.0 harvest volumes equals
BC Timber Sales (included in above) .................... 10.9 10.9 11.1 11.8 +/- $6 to $12 million
Components of revenue The above sensitivities relate
Tenures .............. $148 $133 $216 $307 to stumpage revenue only.
BC Timber Sales ................... $137 $137 $153 $172 Depending on market
Federal border tax (SLA 2006) $181 $166 $212 $125 conditions, changes in
Logging tax ............ $4 $4 $7 $15 stumpage revenues may be
Other CRF revenue . . $10 $10 $11 $11 offset by changes in border
RECOVEIIES.....ovviiiiiei e $11 $12 $11 $11 tax revenues.
Other natural resources $397 $404 $433 $461
Components of revenue
Water rental and licences™ ....................cccccoooe..) $332 $339 $367 $395
RECOVEIES ...iiiiieeiiee et $46 $46 $47 $47
Angling and hunting permits and licences .............| $12 $12 $12 $12
RECOVEMES ......vveeeeeiiiiieee e $7 $7 $7 $7
* Incorporates only BC Hydro rate increases approved by the BC Utilities Commission
Other revenue $7,874 $8,007 $8,480 $8,499
Components of revenue
Fees and licences
Consolidated Revenue Fund $2,495 $2,512 $2,636 $2,761
RECOVEri€s........ccvevvecreericee $212 $223 $127 $134
Crown corporations and agencies .. $98 $102 $102 $105
Other service delivery agencies ...........c.ccoceeeveenne. $1,551 $1,604 $1,648 $1,685
Investment earnings
Consolidated Revenue Fund ............cccccceveevenennen. $47 $65 $74 $85
Fiscal agency loans & sinking funds earnings. $726 $725 $817 $929
Crown corporations and agencies............. $48 $48 $59 $65
Other service delivery agencies .........ccoccccvveevnneee $100 $101 $128 $134
Sales of goods and services ................ccoeeeiennnnn. $701 $709 $740 $762
Miscellaneous
Consolidated Revenue Fund $194 $184 $187 $195
RECOVENIES ......ooveevviriirieie, $501 $527 $477 $467
Crown corporations and agencies ............c.cc.c...... $75 $84 $386 $73
Other service delivery agencies ...........c.cccceeeevuane. $1,126 $1,123 $1,099 $1,104
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Table A5 Material Assumptions — Revenue (continued)

Updated Updated Updated
Revenue Source and Assumptions Budget Forecast Plan Plan
($ millions unless otherwise specified) 2010/11 2011/12 2012/13 Sensitivities 2010/11
Health and social transfers $5,165 $5,127 $5,368 $5,667
National Cash Transfers
Canada Health Transfer (CHT) ......cccoceeviivieniieee. $25,426 $25,426 $26,952 $28,569
Wait Times Reduction Transfer (WTRT) . $250 $250 $250 $250 +/- 0.1% change in BC's
Canada Social Transfer (CST) .....cccevvvveereinienieniend $11,178 $11,178 $11,514 $11,859 population share equals
BC share of national population (June 1) ............... 13.26% 13.27% 13.33% 13.39% +/- $45 to $50 million
BC health and social transfers revenue
CHT et s e $3,597 $3,574 $3,777 $4,022
. $33 $33 $33 $34
$1,482 $1,483 $1,535 $1,588
Prior-year adjustments ............cccoooviiiiniini e -$14
Health deferral
Diagnostic and Medical Equipment ....................... $16 $16 $16 $16
Medical Equipment Trust ........cccooevieniiiiinieneens $7 $7 $7 $7
Human Papillomavirus Immunization Trust . . $13 $11 — —
Patient Wait Times Guarantee Trust ....................| $17 $17 — —
Other federal contributions $2,520 $2,741 $2,059 $1,440
Components of revenue
HST Transitional Funding .........cccccooeeiiiiinienieeen. $769 $769 $580 —
Other Consolidated Revenue Fund .............ccccccue.. $176 $259 $156 $149
Labour Market Development Agreement .................. $296 $349 $294 $292
Local Government Services and Transfers .............. $172 $172 $50 $50
Canada-BC Co-operation on Immigration .... $104 $104 $74 $74
Labour Market Agreement ................. $66 $66 $66 $66
Strategic Training and Transition Fund .. — $30 — —
Police Officer's Recruitment Fund ..............cccoeenenn. $21 $21 $2 —
Community Development Trust ...........ccccoecvveevernenne. $13 $22 — —
Community Adjustment Fund Agreement ................. $15 $15 — —
Other reCOVENIES. .......cccveeeeeeeeee e $167 $181 $165 $160
Crown corporations and agencies . $308 $286 $205 $175
Other service delivery agencies ...........ocooevveeeneenennd $413 $467 $467 $474
Service delivery agency direct
revenue $5,028 $5,138 $5,463 $5,237
School districts ... $484 $484 $483 $483
Post-secondary institutions ................... $2,460 $2,567 $2,637 $2,693
Health authorities and hospital societies . $734 $734 $723 $727
BC Transportation Financing Authority .... .. $471 $486 $486 $494
Other service delivery agencies ................cccccvevne.. $879 $867 $1,134 $840
Commercial Crown corporation
net income $3,001 $2,984 $2,982 $3,002
BCHYAIo .....ooovviiiiiiici e $617 $604 $669 $655
reservoir water inflows ... 100% 90% 100% 100% +/-1% in hydro generation
= +/-$15 million
MEAN GAS PriCE ..vuvniiieiieiieie e 5.44 4.68 5.46 5.70 +/-10% = -/+$10 million
(Sumas, $US/MMbtu — BC Hydro forecast based on NYMEX forward selling prices)
electriCity Prices .......ccoovveviiiiiiiiiii e 42.13 40.80 42.24 44.58 +/-$1/MWh in electricity trade
(Mid-C, $US/MWh) margins = +/-$35 million
assumed rate increases:
-baserate ..o 6.11% 6.11% 15.61% 5.17%
- rate rider changes from prior year................... 3.00% 3.00% 1.00% 0.00%
Assumed base rate increases for 2010/11 through 2012/13 reflect the notional annual increases that would be required for BC Hydro
to earn its allowed return on equity as mandated by the BCUC. These increases are included for planning purposes only.
Actual rate increases in these years will be determined by future applications to, and approval from, the BCUC.
02 = o PR $303 $339 $238 $212
vehicle growth ... . +1.3% +1.5% +1.8% +1.8% +/-1% = +/-$37 to $39 million
current claims cost percentage change ................... +3.7% +1.7% +2.4% +4.8% +-1% = -/+$27 to $31 million
investmentreturn ... 4.4% 3.9% 3.9% 4.6% +/-1% return = +/-$111
to $118 million
10SS TALIO ... 85.1% 82.9% 84.9% 87.6%
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Table A6 Natural Gas Price Forecasts — 2010/11 to 2012/13

Private sector forecasts (calendar year)

Adjusted to fiscal years and
$C/gigajoule at plant inlet

2010 2011 2012 2010/11  2011/12  2012/13
GLJ Henry Hub US$/MMBtU (JUl 1,10) ...vveniiieiieeiieeeeee e 4.82 5.50 6.20 3.19 3.44 4.09
Sproule Henry Hub US$/MMBtu (Jun 30, 10) ....oeevvnneiiiiieiiiiaeeiiinnne, 4.85 5.50 5.81 3.18 3.33 3.90
McDaniel Henry Hub USS/MMBtuU (Jul 1,10) ...oovvveiiiiieeeiiieeeeieeeeen 4.93 5.60 6.20 3.26 3.51 4.17
AIM Henry Hub US$/MCF (Jun 30,10) .....o.vveeeeeeeeeeeeeeeeeeeeeeeeeen 477 590 6.55 3.06 3.60 418
GLJ Alberta AECO-C Spot CDN$/MMBtu (Jul 1,10) ...ccevvvneeeiineeeannnn. 4.68 5.21 5.95 3.69 4.34 497
Sproule Alberta AECO-C Spot CDN$/MMBtu (Jun 30, 10) ................... 4.61 5.12 5.45 3.64 414 4.69
McDaniel AECO-C Spot C$/MMBtu (Jul 1,10) .....ovvviiiiiiieiiieiieeennn, 4.68 5.30 5.90 3.72 4.38 4.99
AJM AECO-C Spot CH/Mcf (Jun 30, 10) .oeevneieneeiieieeeieeeeee e 4.64 5.70 6.55 3.77 4.63 5.25
GLJ Sumas Spot USS/MMBtU (Jul 1,10) ...ceevviieiiiniiiieieeeeeeeeeiae 4.80 5.05 5.75 3.48 3.69 4.34
Sproule Sumas Spot CDN$/MMBtuU (Jun 30, 10) ....enveveinneeiiiiieeeiiinnnes 4.97 5.61 5.94 3.61 4.08 4.63
GLJ BC Spot Plant Gate CDN$/MMBtu (Jul 1,10) .....oovveiiniiniiinnn. 4.33 4.80 5.53 3.42 3.99 4.62
Sproule BC Plant Inlet CDN$/MMBtu (Jun 30, 10) .....ccovvneiiiineiinnnnes. 3.70 4.44 4.77 3.74 4.30 4.84
McDaniel BC Spot Plant Gate CSMMBtu (Jul 1,10) .....oevvvveeiiinneennn. 4.40 5.10 5.70 3.61 4.24 4.85
AJM BC Spot Plant Gate C$/Mcf (Jun 30, 10) ....oovvvvneeeiiiieeeiiiieeeeiennn, 443 5.40 6.25 3.59 4.41 5.03
GLJ Midwest Chicago US$/MMBtu (Jul 1,10) .....ovvveniiiieiiiineeiee. 5.05 5.60 6.30 3.43 3.76 4.41
Sproule Alliance Plant Gate CDN$/MMBtu (Jun 30, 10) ........ooeeeeennnne. 3.83 4.39 4.82 3.10 3.48 412
EIA Henry Hub US$/MMBtU (Jul 7, 10) ......vveeeeeeeeeeeeeeeeeeeee 471 517 n/a 2.79 n/a n/a
TD Economics Henry Hub FuturesUS$/MMBtu (Jun 29, 10) ................ 4.58 5.44 n/a 2.73 n/a n/a
Scotiabank Group Henry Hub US$/MMBtu (Jun 1, 10) .........ouvvveeenen.n, 475 4.75 n/a 2.80 n/a n/a
BMO Alberta Empress US$/MMBtu (Jun 16, 10) ......oovvniieeeriiiiiinnnnn.. 410 5.15 n/a 3.12 n/a n/a
RBC Financial Henry Hub US$/Mcf (Jul 20, 10) .....ccoovirieiiericinienne 5.00 5.75 n/a 3.05 n/a n/a
Exports Development Canada Henry Hub US$/MMBtu (Jul 7, 10) .......... 5.00 5.90 n/a 3.23 n/a n/a
Insite Henry Hub US$/MMBtu (Jun 30, 10) ....cccevreeerrnenene 4.87 5.50 6.25 3.50 4.71 5.41
Fekete AECO-C Spot CDN$/MMBLtU (Jul 14, 10) c..ovvvevveeieieecie e 4.47 5.10 6.00 3.57 4.28 5.09
NYMEX Forward Market converted to Plant Inlet CDN$/GJ (JUl 7, 10) «..euneiiiinieiiiieeeiiii e 2.86 3.24 3.53
Average all minus high/low ......... ... e 3.35 4.02 4.64
Average one forecast per consultant minus high/low ... 3.31 4.24 4.89
Natural gas royalty price forecast ... 3.35 4.02 4.64

GLJ: Gilbert Laustsen Jung Petroleum Consultants Ltd US EIA: US Energy Information Administration AECO: Alberta Energy Company

AJM: Ashton Jenkins Mann Petroleum Consultants McDaniel: McDaniel & Associates Consultants Ltd
Natural Gas Prices e The bri :
Cdn$/gigajoule, plant inlet € private sector price
12
[ outlook for natural gas
over the next three years
10 has weakened since
Budget 2010.
8 .
Budget 2010 * Average prices are expected
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Table A7 Material Assumptions — Expense

Updated | updated | Updated
Ministry Programs and Assumptions Budget Forecast Plan Plan
($ millions unless otherwise specified) 2010/11 2011/12 2012/13 Sensitivities 2010/11
Advanced Education and Labour

Market Development .............................] 2,114 2,114 2,115 2,121  [The number of student spaces may vary
depending on the financial and other

Student spaces in public institutions ........... 205,278 205,278 205,563 205,754 policies of post secondary institutions.

(# of FTEs)
Attorney General ........................l 468 468 458 458 The number of criminal cases proceeded

New cases filed/processed ........................ 295,000 | 295,000 | 295,000 | 295,000 |on by the provincial and federal Crown
(including appeals to higher courts in BC),

(# for all courts) 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) .................... 25 25 25 25 The number and size of litigation brought
against the province, as well as the
effectiveness of mitigation strategies and
legal defence.

i i 1,334 1,334 1,334 1,334

Children and Family Development .............. Caseload is expected to decline over the

Average children-in-care ........................... 8,500 8,500 8,300 8,300  |next 2 years then flatten out. This is due to

caseload (#) large number of 15 to 17 year olds currently

Average annual residential ........................] 33,800 33,800 34,500 35,200 [in the system who will reach maturity.

cost per child in care ($) Number of aboriginal children in care may
also decrease over time. A 1% increase in
the cost per case or a 1% increase in the
average caseload will affect expenditures
by approximately $2.8 million.

Education ..............cooeiiiiiiii 5,165 5,165 5,243 5,265

Enrolment (# of FTES).........ccovvveeeeeeinnn.. | 561,734 561,734 567,652 566,711 |Enrolment figures are based on BC Stats

School age (K—12) .....cccccoiiiiiiiiiiiiie 524,879 524,879 522,255 520,949 |enrolment trends, to which the Ministry has

Expanded full-day kindergarten ................... 7,543 7,543 15,085 15,450 |added forecasts for distributed learning,

Distributed Learning (online) .......................] 14,000 14,000 15,000 15,000 |adult education, and summer learning.

SUMMET ... 7,093 7,093 7,093 7,093

AdUIS oo 8,219 8,219 8,219 8,219

Forestsand Range ................................. 641 861 595 606

Direct Fire Fighting ..........ccoveveveveeeeeeerennnn 52 272 52 52  |Over the past several years, fire fighting
costs have ranged from a low of $19 million
in 1997 to an estimated $382 million in
2009.

BC Timber Sales .........ccooeoviiiiiiiiiiieeee, 159 159 158 168 Targets can be impacted by changes to
actual inventory costs incurred. There is a
lag of approximately 2 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.

=
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Table A7 Material Assumptions — Expense (continued)
Updated | ypdated | Updated
Ministry Programs and Assumptions Budget Forecast Plan Plan
($ millions unless otherwise specified) 2010/11 2011/12 2012/13 Sensitivities 2010/11
Health Services ................cccooceiiiiiii 14,760 14,760 15,680 16,127

Pharmacare ..............ccocooiiiiiiii 1,090 1,090 1,145 1,201 A 1% Change in utilization or drug prices

affects costs by approximately $10 million.

Medical Services Plan (MSP) ..................... 3,616 3,616 3,823 3,922 |A 1% increase in volume of services

provided by fee-for-service physicians
affects costs by approximately $25 million.

Regional Health Sector funding 9,581 9,581 10,213 10,489

Housing and Social Development .............. 2,730 2,730 2,694 2,694 The expected to work caseload is sensitive

Temporary AsSiStance ..................cccc....... 57,406 57,406 49,981 49,970 [to fluctuations in economic and

annual average caseload (#) employment trends in the service sector. A
1% change in the Temporary Assistance
annual average caseload or average cost
per case will affect expenditures by
approximately $4.5 million annually.

Disability Assistance ..............ccooeeoeeeniean.] 76,190 76,190 78,955 78,955 S
annual average caseload (#) The (.:'flseload for persons with dlsapllltles is

sensitive to the aging of the population and
longer life expectancy for individuals with
disabilities and significant health issues. A
1% change in the Disability Assistance
annual average caseload or average cost
per case will affect expenditures by
approximately $7.5 million annually.

Total annual average .............cooeveveennennn. 133,596 133,596 128,936 128,925 |[The average cost per case is sensitive to
caseload (#) the composition of the caseload, and

reported income.

Adult Community Living:

Residential Services: The adult community living caseload is
Average caseload (#) ...........ccccceveeeeeenn. 5,501 5,501 5,681 5,875 [sensitive to the pressures of an aging
Average cost per client ($) .......c.coovovevrn...] 68,400 68,400 66,233 64,046 population. A 1% increase in the adult

caseload will increase expenditures by

Day Programs: approximately $2.4 million.

Average caseload (#) .......ccociviiiiiieinnnen. 13,201 13,201 13,983 14,666

Average cost per client ($) 19,074 19,074 18,243 17,394

Personal Supports Initiative
Average caseload (#) 133 133 220 220
Average cost per client ($) 44,383 44,383 41,832 41,832
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Table A7 Material Assumptions — Expense (continued)
Updated | ypdated | Updated
Ministry Programs and Assumptions Budget Forecast Plan Plan
($ millions unless otherwise specified) 2010/11 2011/12 2012/13 Sensitivities 2010/11
Public Safety and Solicitor General ............ 602 602 602 603 The volume and severity of criminal activity,
the number of inmate beds occupied and
the number of offenders under community
supervision.
Emergency Program Act (EPA) .................. 15 15 15 15 The number and severity of natural
disasters.
Management of Public Funds and Debt ......| 1,301 1,299 1,340 1,390 |Full year impact on MoPD on interest costs
Interest rates for new provincial borrowing: of a 1% change in interest rates equals
Short-term .......ccooviviii 0.81% 0.93% 2.20% 3.15% |$45.8 million; $100 million increase in debt
Long-term ..........ccoooiiiiinnns 4.55% 4.16% 4.63% 5.08% |level equals $3.1 million.
CDN/US exchange rate (cents) 101.9 103.7 100.8 101.7
Service delivery agency net spending ........] 4,082 4,149 4,918 5,488
School districts ..........ccoccviiiiiniiiii 293 266 264 326
Post-secondary institutions ........................ 2,287 2,391 2,586 2,710
Health authorities and hospital societies ....... 590 595 579 739
BC Transportation Financing Authority ......... 802 817 919 1,000
Other service delivery agencies .................. 110 80 570 713
Table A8 Full-Time Equivalents (FTEs)' - 2006/07 to 2012/13
Actual Actual Actual Actual ggriifi UF;::::]ed U;;T:;ed
2006/07  2007/08  2008/09  2009/10 2010/11 2011/12 2012/13
Ministries and special offices (CRF) ............... 28,647 30,224 31,874 31,353 30,296 28,501 27,732
Service delivery agencies %........................... 3,917 4,128 4,403 4,508 4,204 4,249 4,268
Total FTES ... 32,564 34,352 36,277 35,861 34,500 32,750 32,000

1 Full-time equivalents (FTEs) are a measure of staff employment. FTEs are calculated by dividing the total hours of employment paid for in a given period by
the number of hours an individual, full-time person would normally work in that period. This does not equate to the physical number of employees. For
example, two half-time employees would equal one FTE, or alternatively, three FTEs may represent two full-time employees who have worked sufficient

overtime hours to equal an additional FTE.

2 Service delivery agency FTE amounts do not include SUCH sector staff employment.

First Quarterly Report 2010/11



Appendix 59
Table A9 Capital Spending — 2006/07 to 2012/13
s mtons L, o Fowa PP
2010/11 2011/12 2012/13
Taxpayer-supported
Education
Schools (K=12) ..ouoveiiiiiiiien, 322 380 413 482 497 420 356
Post-secondary ...........cooiiiiiiiiin. 874 782 658 672 808 571 394
Health .....cooiii 760 881 892 927 1,138 777 486
BC Transportation Financing Authority ......... 821 884 881 918 1,583 1,120 1,127
BC Transit .....coovveiiiiiiiicee, 13 37 77 150 89 163 208
Vancouver Convention Centre
€XPanSion Project ..........c.oeveeininiiinennnnn. 105 251 242 41 15 - -
BC Place rejuvenation ...............coooveeinennn. - - 45 75 391 51 -
Government ministries ....................oll 355 335 430 306 395 277 194
Other ' e 159 122 140 183 387 119 31
Capital spending contingencies .................. - - - - 300 114 161
Total taxpayer-supported ....................... 3,409 3,672 3,778 3,754 5,603 3,612 2,957
Self-supported
BC HYdro ..o 807 1,076 1,397 2,406 1,770 2,228 2,317
BC Transmission Corporation .................... 50 70 19 12 - - -
Columbia River power projects *................. 19 29 32 16 14 6 4
Transportation Investment Corporation .......... - - 215 777 735 539 545
BC Railway Company *............................. 19 20 10 14 - - -
ICBC i 22 23 22 22 55 86 77
BC Lotteries ........covviiiiiiiiiiiiieen 44 60 97 92 107 120 120
Liquor Distribution Branch ......................... 22 18 17 19 24 24 27
Total self-supported commercial ............. 983 1,296 1,809 3,358 2,705 3,003 3,090
Total capital spending ............................ 4,392 4,968 5,587 7,112 8,308 6,615 6,047

' Includes BC Housing Management Commission, Provincial Rental Housing Corporation, Rapid Transit Project 2000, and other service

delivery agencies.

2 Includes $30 million for ministry capital contingencies.

3 Joint ventures of the Columbia Power Corporation and Columbia Basin Trust. In August 2010, CPC/CBT reached an agreement in
principle for a partnership with Fortis Inc. to develop an electricity generating facility at the Waneta Dam south of Trail. Capital spending
information will be included in the next forecast update after the agreement has been finalized.

4 Responsibility for the BC Railway Company was transferred to the BC Transportation Financing Authority effective April 1, 2010.
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Table A10 Capital Expenditure Projects Greater Than $50 million '
Note: Information in bold type denotes changes from Budget 2010.

Projected Total Costs  Projected Total Project Financing
Completion to Costs to Capital Internal/ Federal Other
($ millions) Date June 30, 2010 Complete Costs Debt  Government Contributions
Taxpayer-supported
K-12 Schools

Revelstoke Elementary and Secondary ................. Fall 2011 9 51 60 58 - 2
Chilliwack Secondary ...........ccooeuvviiiiiiniiniiinn. Fall 2012 1 57 58 58 - -
Burnaby Central Secondary ...........c.ccoooieiiiinnnnss Spring 2012 18 46 64 64 - -
Centennial Secondary ............ccoiiiiiiiiiiiiiiiaan.e. Fall 2014 - 62 62 62 - -
Alberni District Secondary ............cccccovieiiiiiiiinennn. Fall 2012 4 54 58 54 - 4
Full-day kindergarten ....................................... Fall 2012 - 144 144 144 - -

Total K=12 schools .........ccocoiiiiiiiiiin, 32 414 446 440 - 6

Post secondary facilities
University of British Columbia
— Pharmaceutical Sciences and Centre for Drug
Research & Development ..................ccccoiinn. Fall 2012 3 130 133 86 3 44
Health facilities
Surrey Outpatient Facility

— Government direct COSt ..........coiveiiiiiiiiiiian Spring 2011 15 50 65 65 - -
—P3contract ..o Spring 2011 135 37 172 172 - -
Victoria Royal Jubilee Hospital — Patient Care Centre

— Government direct COSt ...........ccoviiiiiiiiiiin Spring 2013 111 39 150 23 - 127
—P3contract .........cooiiiii Spring 2011 154 45 199 199 - -

Fort St. John Hospital and Residential Care ............

— Government direct cost Spring 2012 105 160 265 169 - 96
—P3contract .................... Spring 2012 - 33 33 33 -
Expansions to Kelowna General and
Vernon Jubilee Hospitals
— Government direct cost ...........ocoeiiiiiiiiiiiii Fall 2012 162 113 275 26 - 249
—P3contract ........ccooiiiii Fall 2012 140 18 158 158 - -
Northern Cancer Centre initiative 2
— Government direct cost ............coeiiiiiiiiiiiii Winter 2012 20 71 91 88 - 3
—P3contract .........cooiiii Winter 2012 14 1 15 15 - -
Surrey Emergency/Critical Care Tower®................. Summer 2013 12 513 525 505 - 20
Interior Heart and Surgical Centre *....................... Spring 2017 6 387 393 302 - 91
Children's and Women's Hospital °..................... Fall 2017 - 682 682 532 - 150
Total health facilities ..............cccocceeiiiiiiiniinn.n. 874 2,149 3,023 2,287 - 736
Transportation
Pitt RIVEr BrAge .....vvveeiieieeeeiieiiiiiiiiie e Fall 2009 ° 204 3 207 110 90 7
Sea-to-Sky Highway
— Government direct Cost ............ccevvvniiieiiiiieeenn, Fall 2009 7 225 11 236 234 - 2
—P3contract ........ccoiiiii Fall 2009 561 - 561 561 - -
South Fraser Perimeter Road
— Government directcost .......................ooenl Summer 2014 502 560 1,062 697 365 -
—P3contract ... Summer 2014 - 202 202 202 - -
Sierra Yoyo-Desan Road upgrade ........................ Fall 2012 52 135 187 187 - -
Total transportation ...........cccooiiiiiiiiiinns 1,544 911 2,455 1,991 455 9
Other
Vancouver Convention Centre expansion project ..... Summer 2009 7 828 13 841 499 222 120
BC Place rejuvenation ®..............cccooeeiiiiiiiiiiinnnn, Summer 2011 169 394 563 563 - -
Integrated case management system..................... Fall 2014 45 137 182 182 - -
Surrey Pretrial Service Centre expansion ........... Fall 2013 3 127 130 130 - -
e-Health initiative °..............cccoeeiiiiiiee e Spring 2013 194 68 262 138 124 -
Total other ......coiiiii 1,239 739 1,978 1,512 346 120
Total taxpayer-supported ................ 3,692 4,343 8,035 6,316 804 915
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Table A10 Capital Expenditure Projects Greater Than $50 million ' (continued)
Note: Information in bold type denotes changes from Budget 2010.

Projected Total Costs  Projected Total Project Financing
Completion to Costs to Capital Internal/ Federal Other
($ millions) Date June 30, 2010 Complete Costs Debt  Government Contributions
Self-supported
Transportation
Port Mann Bridge / Highway 1 .........cccccoeiiiiiiiieene. Winter 2013 1,157 2,162 3,319 3,319 - -
Power generation and transmission
BC Hydro
— Mica Dam — generator stator replacement ........... Fall 2009 7 85 4 89 89 - -
— Aberfeldie redevelopment ..................ccceeeeeenn.. Spring 2009 7 93 2 95 95 - -
— GM Shrum G1-G4 stator replacement ..... Fall 2010 75 7 82 82 - -
— Peace Canyon G1-G4 turbine overhaul Fall 2009 ' 42 3 45 45 - -
— Revelstoke Unit 5 generation ".......................... Fall 2010 219 31 250 250 - -
— Cheakamus spillway gate reliability upgrade Fall 2011 41 32 73 73 - -
— Mica Dam gas insulated switchgear replacement ™ Summer 2013 47 153 200 200 - -
— Fort Nelson generating station upgrade ™............. Fall 2011 37 128 165 165 - -
— Ruskin Dam safety and powerhouse upgrade ....... TBD " 37 15 52 52 - -
— Stave Falls spillway gate reliability upgrade ..... Fall 2012 9 63 72 72 - -
— GM Shrum units 1 to 5 turbine upgrade ........... Fall 2016 9 305 314 314 - -
— Hugh Keenleyside spillway gate reliability
UPGrade . ..o Fall 2013 11 91 102 102 - -
— Mica units 5 and 6 project ............................ Fall 2015 24 776 800 800 - -
— Vancouver Island transmission reinforcement ...... Winter 2008 ' 307 (1) 306 306 - -
— Interior to Lower Mainland transmission line ......... Fall 2014 43 556 599 599 - -
— Central Vancouver Island transmission line .......... Fall 2010 39 52 91 91 - -
— Vancouver City Central transmission .................. Spring 2012 13 188 201 201 - -
— Columbia Valley transmission .................c......... Fall 2012 5 140 145 145 - -
— Southern Interior series compensation ................ Fall 2014 1 60 61 61 - -
— Dawson Creek area reinforcement ..................... Fall 2013 1 131 132 132 - -
— Seymour Arm series capacitor .......................... Fall 2013 - 58 58 58 - -
— Northwest transmission line .............................. Winter 2012 1 403 404 184 130 90
— Smart metering and smart grid programs ........ Summer 2013 34 896 930 930 - -
Columbia River power projects
— Waneta Dam power expansion ....................... TBD TBD TBD TBD TBD TBD TBD
Total power generation and transmission ............. 1,173 4,093 5,266 5,046 130 90
Total self-supported ...................... 2,330 6,255 8,585 8,365 130 90
Total $50 million projects ................ 6,022 10,598 16,620 14,681 934 1,005

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 include projects that still require final approval. Capital costs reflect current government accounting policy.

N

Figures shown do not include an approved project reserve of $5 million.

Figures shown are based on preliminary Treasury Board approvals and do not include approved project reserve of $32 million. These amounts will change after
P3 contracts are finalized.

Figures shown are based on preliminary Treasury Board approvals and do not include an approved project reserve of $55 million. These amounts will change
after P3 contracts are finalized.

Figures shown are based on preliminary Treasury Board approvals. These amounts will change after P3 contracts are finalized.

w

IS

o

o

The Pitt River bridge is open for traffic and decommissioning of the old bridge is forecast to be complete in Summer 2010.

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

BC Place rejuvenation includes $458 million to install a retractable roof and $105 million to refurbish the facilities.

The e-Health initiative is comprised of 7 distinct projects. Figures shown reflect the total costs of the 7 Ministry of Health Services' provincially co-ordinated
e-Health projects.

Total costs and completion dates for these projects vary depending on the final scope. Information presented represents the highest cost estimates and latest
completion dates (except for Mica Dam Units 5 and 6 which has a range from $640 million to $950 million).

Definition phase of the Ruskin Dam safety and powerhouse upgrade project was approved for $52 million. The total project cost and completion date are
being developed.

Joint ventures of the Columbia Power Corporation and Columbia Basin Trust. In August 2010, CPC/CBT reached an agreement in principle for a partnership
with Fortis Inc. to develop an electricity generating facility at the Waneta Dam south of Trail. Capital spending information will be included in the next forecast
update after the agreement has been finalized.
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Table A11 Statement of Financial Position — 2006/07 to 2012/13 "

Updated Updated Updated

($ millions) Actual Actual Actual Actual Forecast Plan Plan
2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13
Financial assets
Cash and temporary investments ........... 3,492 5,994 5,226 2,913 2,813 3,225 3,634
Other financial assets .......................... 8,003 8,294 7,360 8,731 8,827 9,665 9,905
SinKing fuNds .....coeveeeiieeeece e 3,798 2,649 2,134 1,329 1,355 1,151 1,302
Investments in commercial Crown corporations
Retained earnings .....................oco.ll. 4,415 5,081 5,728 7,231 7,110 7,528 7,951
Recoverable capital loans ................... 7,170 7,719 9,149 11,471 13,272 15,162 17,096
11,585 12,800 14,877 18,702 20,382 22,690 25,047
Warehouse borrowing program assets ....... - - 2,081 - = - -
26,878 29,737 31,678 31,675 33,377 36,731 39,888
Liabilities
Accounts payable & accrued liabilities 2.... 7,225 8,075 7,414 6,994 7,131 7,460 7,878
Deferredrevenue .............cccoeeeiiiennnnn. 6,174 7,368 9,431 9,997 10,834 10,896 10,907
Debt:
Taxpayer-supported debt .................... 25,968 26,589 26,446 30,021 33,669 37,267 38,729
Self-supported debt ........................L. 7,471 8,048 11,568 11,864 13,650 15,526 17,444
Forecast allowance ......................... - - - - 300 300 400
Total provincial debt ............................ 33,439 34,637 38,014 41,885 47,619 53,093 56,573
Add: debt offset by sinking funds ........ 3,798 2,649 2,134 1,329 1,355 1,151 1,302
Less: guarantees and
non-guaranteed debt ................. (416) (452) (452) (493) (474) (456) (439)

Financial statement debt ........................... 36,821 36,834 39,696 42,721 48,500 53,788 57,436

50,220 52,277 56,541 59,712 66,465 72,144 76,221

Net liabilities .............................c........ (23,342) (22,540) (24,863) (28,037) (33,088) (35,413) (36,333)
Capital and other assets
Tangible capital assets ........................ 26,800 28,737 30,655 32,371 36,012 37,520 38,304
Otherassets ...........cccoeviiiiiiiii. 780 732 780 938 968 975 981
27,580 29,469 31,435 33,309 36,980 38,495 39,285
Accumulated surplus (deficit) .............. 4,238 6,929 6,572 5,272 3,892 3,082 2,952

! Comparative figures have been restated to reflect government's accounting policies in effect at March 31, 2010.
2 Accrued liabilities include accumulated forecast allowances of $300 million in 2011/12 and $600 million in 2012/13.
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Table A11a Changes in Financial Position — 2006/07 to 2012/13

Updated Updated Updated

(3 millions) 2A082J/?)|7 2Aogt7u/?)|8 2Aogt£l;/?)|9 2A08t9l;/?|0 e | Plen Plan
2010/11 2011/12 2012/13
(Surplus) deficit for the year ................. (3,986) (2,773) (75) 1,779 1,380 810 130
Comprehensive income and
other equity adjustments .............. (447) 82 432 (479) - - -
Change in accumulated (surplus) deficit _ (4,433) _ (2,691) 357 1,300 1,380 810 130

Capital and other asset changes:

Taxpayer-supported capital investments .. 3,409 3,672 3,778 3,754 5,603 3,612 2,957
Less : amortization and other

accounting changes .................. (1,563)  (1,735)  (1,860)  (2,038)  (1,962)  (2,104)  (2,173)
Increase in net capital assets ................. 1,846 1,937 1,918 1,716 3,641 1,508 784
Increase (decrease) in other assets .......... 19 (48) 48 158 30 7 6
1,865 1,889 1,966 1,874 3,671 1,515 790

Increase (decrease) in net liabilities ....... (2,568) (802) 2,323 3,174 5,051 2,325 920

Investment and working capital changes:
Increase (reduction) in cash and

temporary investments ....................... (430) 2,502 (768) (2,313) (100) 412 409
Increase (decrease) in warehouse borrowing
investments .........cccceeee i - - 2,081 (2,081) - - -
Investment in commercial Crown corporations:
Increase (decrease) in retained earnings 952 666 647 1,503 (121) 418 423
Self-supported capital investments ....... 983 1,296 1,809 3,358 2,705 3,003 3,090
Less: loan repayments and
other accounting changes .......... (729) (747) (379) (1,036) (904) (1,113) (1,156)
1,206 1,215 2,077 3,825 1,680 2,308 2,357
Other working capital changes ............... 556 (2,902) (2,851) 420 (852) 243 (38)
1,332 815 539 (149) 728 2,963 2,728
Increase (decrease) in
financial statement debt .................... (1,236) 13 2,862 3,025 5,779 5,288 3,648
(Increase) decrease in sinking fund debt .. 261 1,149 515 805 (26) 204 (151)
Increase (decrease) in guarantees
and non-quaranteed debt ................... (43) 36 - 41 (19) (18) (7
Increase (decrease) in total
provincialdebt .................................. (1,018) 1,198 3,377 3,871 5,734 5,474 3,480
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Table A12 Provincial Debt Summary — 2006/07 to 2012/13 !

Actual Actual Actual Actual i) pdated  Updated

(% millions unless otherwise indicated) Forecast Plan Plan
2006/07 2007/08 2008/09 2009/10 201011 2011112  2012/13

Taxpayer-supported debt

Provincial government operating 2...........cvvvvveeeeeei.., 6,928 5,330 3,048 4,663 4,944 6,296 6,018
Provincial government general capital B s 1,961 2,274 2,696 2,696 2,696 2,696 2,696
Provincial government direct operating ...................... 8,889 7,604 5,744 7,359 7,640 8,992 8,714
Other taxpayer-supported debt (mainly capital)
Education
SCROOIS 2., 5,013 5,216 5,522 5,777 6,146 6,525 6,841
Post-secondary institutions 2.............c...ccceeeeeeeeeein, 3,024 3,437 3,626 3,843 4,101 4,219 4,267
8,037 8,653 9,148 9,620 10,247 10,744 11,108
Health 2 .. e, 3,053 3,511 3,936 4,389 5,002 5,492 5,812
Highways and public transit
BC Transportation Financing Authority > .................. 3,237 3,948 4,586 5,211 5,991 6,626 7,346
PUBlC transit 2., 950 958 997 997 997 997 997
SkyTrain extension ............ccoeeuuieueiiieiieiieeiieennnns, 1,153 1,153 1,154 1,154 1,154 1,154 1,154
BC Transit .......vveneiieiiee e 96 84 94 140 188 259 352
5,436 6,143 6,831 7,502 8,330 9,036 9,849
Other
S0ocial hOUSING ....vviveeiei e 216 218 286 305 621 639 531
Provincial government general capital > ..........c..co.co...... - - - 294 719 1,024 1,219
BC Pavilion Corporation - - - 49 378 450 450
BC Immigrant Investment Fund ................coocoeeiinnee 167 256 287 289 333 384 382
Homeowner Protection Office ............ccocevviviiienann. 110 136 150 144 - - -
(@)1 1T P 60 68 64 70 399 506 664
553 678 787 1,151 2,450 3,003 3,246
Total other taxpayer-supported debt............................ 17,079 18,985 20,702 22,662 26,029 28,275 30,015
Total taxpayer-supported debt .................................. 25,968 26,589 26,446 30,021 33,669 37,267 38,729
Self-supported debt
Commercial Crown corporations
BC HYArO ..ooeviieiei e 7,144 7,633 9,054 10,792 11,852 13,154 14,542
BC Transmission Corporation ...............cccccveiininnn. 30 79 70 70 - - -
Columbia River power projects ............ccccoeeuvinienannn. 236 219 208 196 182 167 151
BC LOttEriesS .vvneieeiieiieee e - - - 60 62 93 103
Transportation Investment Corporation (Port Mann) .... - - 20 544 1,352 1,911 2,447
Liquor Distribution Branch .................cco 3 2 1 1 1 - -
Post-secondary institutions' subsidiaries ................... 58 115 134 201 201 201 201
7,471 8,048 9,487 11,864 13,650 15,526 17,444
Warehouse borrowing program .......................ccccee... - - 2,081 - = - -
Total self-supported debt .......................oocoi 7,47 8,048 11,568 11,864 13,650 15,526 17,444
Total debt before forecast allowance ......................... 33,439 34,637 38,014 41,885 47,319 52,793 56,173
Forecast allowance ® .............ccoovoeeoeeiieeeeeeeeeeeeee - - - - 300 300 400
Total provincialdebt ........................cooiviini. 33,439 34,637 38,014 41,885 47,619 53,093 56,573
Debt as a per cent of GDP
Provincial government direct operating ....................... 4.9% 4.0% 2.9% 3.9% 3.9% 4.4% 4.0%
Taxpayer-supported ...........coevuiiiiiiiiiiieeeeean, 14.2% 13.9% 13.4% 15.9% 17.0% 18.1% 17.9%
Total Provingial .........ooeeeiiiiiie e 18.3% 18.1% 19.2% 22.2% 24.0% 25.8% 26.1%

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

2 1n 2009/10, sinking funds for government debt related to schools, post-secondary education, health care and public transit were liquidated and the
proceeds ($763 million) used to offset direct operating borrowing requirements. Figures for prior years have been restated to reflect this decision.

3 Separate disclosures of borrowings for ministries' capital spending are applied prospectively beginning in fiscal 2009/10. Figures for prior years have been
restated.

* Health facilities' debt includes public-private partnership obligations of $179 million for 2006/07; $410 million for 2007/08; $540 million for 2008/09;
$734 million for 2009/10, $944 million for 2010/11, $1,029 million for 2011/12, and $1,107 million for 2012/13.

5 BC Transportation Financing Authority's debt includes public-private partnership obligations of $353 million for 2006/07; $604 million for 2007/08;
$776 million for 2008/09; $799 million for 2009/10, $783 million for 2010/11, $766 million for 2011/12, and $747 million for 2012/13.

® Reflects the operating statement forecast allowance for each year (amounts are not cumulative). Since it is unknown as to which agency would require this
debt, the forecast allowance is shown as a separate item over the plan.
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Table A13 Key Provincial Debt Indicators — 2006/07 to 2012/13*
Actual Actual Actual Actual Il:J(?rctjeitaesdt Ur';(jl:;ed U%?:;ed
2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13
Debt to revenue (per cent)
Total provincial ............cooviiiiiiiiinin, 69.1 69.3 78.0 87.8 93.8 99.9 102.4
Taxpayer-supported ..............coceeienenen. 69.8 69.6 72.0 83.8 86.0 92.3 92.4
Debt per capita ($) 2
Total provingial ........cccocvviviiiiiiiiininns 7,880 8,037 8,671 9,401 10,516 11,547 12,129
Taxpayer-supported .............coeeevvennnne. 6,119 6,170 6,033 6,738 7,435 8,105 8,303
Debt to GDP (per cent) 3
Total provincial ........cccocevvviiiiiiiinininns 18.3 18.1 19.2 22.2 24.0 25.8 26.1
Taxpayer-supported ............ccoeevennnne. 14.2 13.9 13.4 15.9 17.0 18.1 17.9
Interest bite (cents per dollar of revenue) *
Total provincial .......ccceevvviiiiiiiiiin, 4.3 4.0 4.4 4.4 4.6 5.0 5.2
Taxpayer-supported .............c.oeovvennne. 4.2 3.9 4.3 4.2 4.3 4.5 4.6
Interest costs ($ millions)
Total provincial ............cooviiiiiiiinann, 2,074 2,012 2,141 2,098 2,338 2,649 2,873
Taxpayer-supported ............c.cooeeennnne. 1,575 1,490 1,573 1,504 1,684 1,823 1,911
Interest rate (per cent) °
Taxpayer-supported ............ccoeevennnnn. 5.9 5.7 5.9 5.3 5.3 5.1 5.0
Background Information:
Revenue ($ millions)
Total provincial ®.....................vvennn..... 48,360 49,974 48,765 47,721 50,781 53,164 55,268
Taxpayer-supported "....................cuunn. 37,222 38,226 36,745 35,809 39,151 40,397 41,921
Debt ($ millions)
Total provincial ........cccccccvevveenenen.. 33,439 34,637 38,014 41,885 47,619 53,093 56,573
Taxpayer-supported ®.......................... 25,968 26,589 26,446 30,021 33,669 37,267 38,729
Provincial GDP ($ millions) °........ccc......... 182,310 191,598 197,931 188,539 198,003 205,980 216,451
Population (thousands at July 1) ........... 4,244 4,310 4,384 4,455 4,528 4,598 4,664

1

2

3

IS

o

[

7

8

9

10 population at July 1st within the fiscal year (e.g. population at July 1, 2010 is used for the fiscal year ended March 31, 2011).

Includes fiscal data of school districts, post-secondary institutions and regional health authorities/societies (SUCH).
The ratio of debt to population (e.g. 2010/11 debt divided by population at July 1, 2010).
The ratio of debt outstanding at fiscal year end to provincial nominal gross domestic product (GDP) for the calendar year ending in the

more comparable measure to outstanding debt.

fiscal year (e.g. 2010/11 debt divided by 2010 GDP).
The ratio of interest costs (less sinking fund interest) to revenue. Figures include capitalized interest expense in order to provide a

Weighted average of all outstanding debt issues.

Includes revenue of the consolidated revenue fund (excluding dividends from enterprises) plus revenue of all government organizations

and enterprises.

Excludes revenue of government enterprises, but includes dividends from enterprises paid to the consolidated revenue fund.

Excludes debt of commercial Crown corporations and agencies and funds held under the province's warehouse borrowing program.

Nominal GDP for the calendar year ending in the fiscal year (e.g. GDP for 2010 is used for the fiscal year ended March 31, 2011).
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