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British Columbia: 2019–20 Q2 Update  

BC’S FINANCES STILL THE ENVY OF THE PROVINCES 

SUMMARY 

 In a status quo update, the Province of British Columbia’s Second 

Quarterly Report for fiscal year 2019–20 (FY20) projected a slightly 

slimmer-than-forecast $148 mn (0.05% of GDP) surplus (chart 1, p.2).  

 The most significant change was a reduction in planned capital 

expenditures that lowered FY20 net debt projections; revenue and 

spending forecasts were largely in line with previous expectations. 

 Though the report implies some re-profiling of outer-year revenue and 

spending plans, prudent financial planning should help BC retain one of 

the healthiest fiscal positions of any of Canada’s Provinces. 

ECONOMIC CONDITIONS 

BC’s economic outlook was largely unchanged from prior projections. The 

Province noted that since Q1, private-sector forecasts for 2019 had incrementally 

improved, while the outlook for 2020 had modestly worsened. BC is still generally 

expected to expand by more than 2% in each of the next two years and 

outperform the national average. Employment growth continues to be a strength 

for the provincial economy this year as the housing market increasingly adjusts to 

lower borrowing costs and federal and provincial policy measures. Key risks to the 

outlook remain concentrated in global trade policy uncertainty, with challenges in 

Asia of particular import to BC given its strong trade ties to the continent. The 

timing of the LNG Canada venture will also impact the provincial outlook. 

REVENUE AND EXPENDITURE DETAILS 

Revenue projections were once again revised lower, albeit only modestly so. 

The current fiscal plan pencils in total FY20 revenues $183 mn lower than in the 

February BC Budget (Budget) and $30 mn less than in Q1. Expected 2018 tax 

reassessments should lift FY20 corporate tax revenues $342 mn versus the first 

quarter. Yet that gain is forecast to be negated by softer natural resource receipts, 

concentrated in forests revenue via a weaker sectoral outlook. Bolstered by 

improving housing market activity, forecast property transfer tax receipts edged 

higher, but are still $440 mn less than outlined in Budget. Fiscal impacts to the 

Insurance Corporation of BC from the BC Supreme Court’s decision to scrap 

expert report limits in vehicle injury claims will be included the 2020 BC budget.  

Spending projections were likewise relatively unchanged from Q1, and only 

$57 mn weaker than expectations in February. Schedule changes on public 

housing projects lowered related expenditure projections by a modest $49 mn 

relative to Q1, with further incremental reductions in expenses related to prior-year 

floods and fire management. The 2018 tax year reassessments drove 

expectations of more outlays related to refundable tax credits. 
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Detailed Fiscal Figures 

$ millions except where noted 

Bud. Q1 Q2

   Tax Revenue 33,732 33,455 33,658

   Natural Resource Revenue 2,623 2,604 2,369

   Commercial Crown Corp. Net Inc. 3,311 3,285 3,197

   Other Own-Source Revenue 9,958 10,142 10,239

 Total Own-Source Revenue 49,624 49,486 49,463

 Federal Transfers 9,423 9,408 9,401

Total Revenue 59,047 58,894 58,864

   Health 22,983 22,993 22,952

   Education 14,609 14,706 14,769

   Social Services 5,760 5,767 5,764
   Other Program Spending 12,124 12,029 12,030

Program Spending 55,476 55,495 55,515

Debt Service* 2,797 2,720 2,701

Total Expenditure 58,273 58,215 58,216

Forecast Allowance 500 500 500

Surplus 274 179 148

Capital Outlays: 

   Taxpayer-Supp. 6,340 5,776 5,538

   Self-Supported 4,274 4,282 4,279

Taxpayer-Supported Debt 46,384 45,566 44,773

Annual Change, %

  Tax Revenue 3.1 2.3 2.9

  Natural Resource Revenue -15.6 -16.2 -23.8

Total Own-Source Revenue 3.2 2.9 2.9

Federal Transfers 4.1 3.9 3.9

Total Revenue 3.4 3.1 3.0

  Health 3.8 3.8 3.6

  Education 3.7 4.4 4.9

  Social Services 7.8 7.9 7.9

  Other Program Spending 7.0 6.2 6.2

Program Spending 4.9 4.9 4.9

Total Expenditure 4.8 4.7 4.7

Memo Items, %

Own-Source Revenue / GDP 16.1 16.1 16.1

Program Spending / GDP 18.0 18.0 18.0

Total Expenditure / GDP 18.9 18.9 18.9

Budget Balance/ GDP 0.1 0.1 0.0

Taxpayer-Supported Debt / GDP 15.1 14.8 14.5

Taxpayer-Supp. Debt / Revenue 78.6 77.4 76.1

Debt Service* / Revenue 4.7 4.6 4.6_________

* Taxpayer-supported basis. Sources: BC Finance, Statistics Canada;

nom. GDP forecast: Scotiabank Economics.
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The fiscal plan continues to build in considerable prudence. As in Budget and 

the Q1 update, the second quarter report includes a $500 mn FY20 forecast 

allowance. In addition, the Province has appropriated $100 mn more than planned 

in Q1 to its contingency account—for a total of $550 mn in FY20—to address 

unexpected cost pressures and finance priority initiatives. And consistent with 

longstanding practice in BC, financial projections are based on assumptions of real 

GDP growth weaker than consensus estimates among private-sector forecasters 

(chart 2, p.2). 

CAPITAL SPENDING AND DEBT 

FY20 capital spending is expected to total $9.8 bn—$241 mn less than 

anticipated in Q1 and almost $800 mn lower than assumed in Budget (table, 

p.3). As in Q1, nearly all of the Q2 revision came from taxpayer-supported outlays, 

which are forecast to reach just $5.5 bn rather than the $5.8 bn anticipated as of the 

first quarter. Those changes are forecast to stem fundamentally from further 

reductions in transportation sector spending, which had previously been lowered by 

$580 mn relative to Budget. Delays in housing and educational projects are also 

expected to lower related capital outlays.  

BC’s FY20 taxpayer-supported debt is forecast to come in $693 mn lower than 

as of Q1, and about $1.6 bn less than the Budget projection. The sizeable 

reduction versus Budget is largely attributable to the handoff from FY19’s stronger-

than-anticipated surplus. Decreases versus the first quarter stem from expectations 

of more modest capital spending, as well as a restatement that boosted the Q1 

estimate of working capital balances by $305 mn and a $303 mn improvement in 

working capital balances plus changes in non-cash items. Those changes are 

expected to leave BC’s taxpayer-supported debt at about 14½% of nominal GDP—

one of the lowest rates among Canada’s largest provinces (chart 3). 

IMPLICATIONS 

Further shifts in infrastructure spending plans suggest some re-profiling of 

outer-year revenue and expenditures. This is consistent with the trend 

towards delays in capital projects witnessed across other Provinces to date this 

fiscal year. Though somewhat negative for the Government’s efforts to address 

housing affordability—still the key policy challenge in BC—by lifting the supply of 

homes, delays in social housing construction are modest relative to those in other 

sectors. 

Yet BC’s fiscal plans continue to incorporate substantial contingencies to 

address any hits to its finances. The Province’s contingency account and 

forecast allowance together allow for over $1 bn in rainy day funds. A conservative 

economic growth forecast implies additional upside for Provincial balances; Budget 

estimated that every 1 ppt increase in nominal GDP was associated with a positive 

net fiscal impact of $150 mn to $250 mn. These should help address any potential 

adverse impacts to ICBC’s bottom line; note that the Government, in the initial 

announcement of its intent to limit expert reports, estimated that the move would 

save $400 mn annually. 

In our view, BC’s fiscal stance remains appropriate, and the Province retains 

one of the strongest financial positions of any Canadian jurisdiction. A plan 
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anchored by modest surpluses is sensible with growth near potential and full employment. Though risks to the economic outlook 

are non-trivial, this report does not suggest that budget surpluses planned for the foreseeable future are in jeopardy. Capital 

spending should put some upward pressure on BC’s debt and borrowing requirements in the coming years, but these are growth-

inducing outlays and the Province’s debt burden is small relative to that of its peers and appears manageable. All told, we expect 

BC to continue to enjoy favourable borrowing conditions and strong credit ratings. 

In-Year Changes to BC’s FY20 Capital Spending Plan 

$ millions  

Capital Spending as of Budget 2019 10,614 10,614

Capital Spending as of First Quarterly Report 10,058

Q1 Q2 Total

Taxpayer-Supported Changes:

Health sector 117 (30) 87

Post-secondary institutions (94) (23) (117)

School districts 7 (22) (15)

Transportation sector (580) (144) (724)

Social housing (15) (11) (26)

Other 1 (8) (7)

Total Taxpayer-Supported (564) (238) (802)

Self-supported changes

Liquor Distribution Branch 5 0 5

BC Rail 3 (3) 0

Total Self-Supported 8 (3) 5

Total Changes (556) (241) (797)

Capital Spending as of First Quarterly Report 10,058

Capital Spending as of Second Quarterly Report 9,817 9,817

Sources: Scotiabank Economics, BC Finance.
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