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Highlights of financial results for August 1999

Budgetary surplus of $0.6 billion
in August 1999

There was a budgetary surplus of $0.6 billion
in August 1999, up $0.4 billion from the
surplus of $0.2 billion recorded in August
1998. All of this year-over-year increase

was due to higher budgetary revenues, up
$0.7 billion, or 5.7 per cent. Program spending
was up $0.2 billion, or 2.6 per cent, while
public debt charges were up $69 million,

or 2.2 per cent.

Within budgetary revenues:

* Personal income tax collections were up
11.2 per cent, with all of the increase
attributable to higher receipts from deductions
from employment income. This primarily
reflects the timing of receipts, as there was
an extra pay period included in the
August 1999 results. Most of this increase
should be offset in September.

» Corporate income tax collections declined
16.9 per cent, primarily reflecting higher
refunds attributable to the instalment
overpayments in 1998-99.

* Employment insurance (EI) premium
revenues were down 4.7 per cent, as the
effect of the decline in the premium rates
(the employee rate for 1999 is $2.55 per $100
of insurable earnings compared to $2.70 in
1998) more than offset an increase in the
number of people employed.

* Net goods and services tax (GST) revenues
were up 19.8 per cent. Monthly revenues to
date have been extremely volatile and

inconsistent with the developments in the
underlying tax base. Customs import duties
declined by 41.2 per cent, largely due to

the timing of payments, which overstated
the net increase in the first four months

of 1999-2000. Other excise taxes and duties
were down 4.7 per cent.

* Non-tax revenues were up 37.2 per cent,
primarily reflecting the timing of receipts.

Within program spending:

* Major transfers to persons were up
3.6 per cent. Elderly benefits advanced
3.0 per cent, reflecting higher average
benefits and an increase in the number of
recipients. El benefits were up 4.8 per cent,
largely reflecting timing considerations —
in July, El benefits were down 9.2 per cent.

* Major transfers to other levels of
government were up 5.1 per cent,
reflecting higher Equalization entitlements.
As indicated in the 1999 budget,
Equalization entitlements were revised
up significantly due to historical data
revisions which indicated much stronger
economic growth in Ontario than in the
Equalization-receiving provinces.

« Direct program spending increased by
0.9 per cent. Subsidies and other transfers
were down 17.1 per cent, payments to Crown
corporations were up 28.3 per cent, while
operating and capital expenditures were up
6.8 per cent. Developments within direct
program spending primarily reflect the
timing of payments.
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Table 1
Summary statement of transactions

August April to August
1998 1999 1998-99 1999-00
(millions of dollass)
Budgetary transactions

Reverues 11,800 12,473 63,561 65,081
Program spending -8,498 -8,720 -40,604 -41,884
Opeimting suplus 3,302 3,753 22,957 23,197
Pulic debt chamges -3,124 -3,193 -17,082 -17,087
Budgetay balance (défit/sumplus) 178 560 5,875 6,110
Non-budgetary transactions 2,174 1,010 -1,296 -4,371

Financial requirements/suplus (excluding
foreign exchange transactions) 2,352 1,570 4,579 1,739
Foreign exchange transactions 5,681 -859 6,889 -324
Net financial balance 8,033 711 11,468 1,415
Net change in borrowings 1,577 878 -7,314 -1,388
Net change in cash balances 9,610 1,589 4,154 27

Note: Positive rumbes indicde a net sowe of funds. Ngative rumbes indicde a net equirement ér funds.

Pulic debt chaiges were up 2.2 per cent,
primarily reflecting an incease in the stéc
of interest-beang debt.

Year-to-date: budgetary surplus

at $6.1billion

Over the irst five months ofical year
19992000,the ludgetay suiplus was
estimdedat $6.1 billion,up $0.2 billion fom
the suplus of $5.9 billion ecoded in the
same paod of 1998-99The yearoveryear
chang inthe ludgetay suiplus will be
affected in upcoming monthy lthe tax
reduction measesannounced in the 1999
budget, which became ééctive Lly 1, 1999,
as vell as the 1998umget measws to incease
the Canada Childax Beneit (CCTB).

Budgetary reverues vere up $1.5 billion,
or 2.4 per centpn a \earoveryear basis.
All major components &e up with the
exception of coporate income taxeverues,
El premium everues and customs

import duties.

» Personal income tax collectionsere up
$0.9billion, or 3.1 per cenfThis increase
waslargely atributable to higher eceipts
from monthy deductions fom emplyment
income due to inceases in theumber of
people emplged and to the idasion of an
extra pg petiod in the yarto-dae results.
Dampening these delopments wre higher
personal income taxefunds elaed to the

1998 tax#on year and higher CCTB

payments,reflecting inceases announced
in previous udgets. Mwing forward, the
results will be dected ly the tax elief
measues announced in the 199adugt.

Comorate income taxaverues vere davn
$0.7 billion,or 9.0 per centjue to the
dedine in comporate piofits witnessed in 1998.
Although coporate profits ae estimé&ed to
have piked up in theifst half of 1999,
refunds elaed to wempayments with espect
to taxdion year 1998 and instalment

payments based on 1998 Misities are

dampeningeverues to dee in 1999-2000.
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Table 2
Budgetary revenues
August April to August
1998 1999 Chang 1998-99 1999-00 Chang
(millions of dollas) (%) (millions of dollars) (%)
Income taxes
Personal income tax 5,288 5,878 11.2 30,805 31,748 3.1
Comorate income tax 1,409 1,171 -16.9 7,838 7,130 -9.0
Other income taxeverue 222 271 22.1 1,055 1,246 18.1
Total income tax 6,919 7,320 5.8 39,698 40,124 1.1
Employment insurance premium revenues 1,607 1,531 -4.7 8,658 8,594 -0.7
Excise taes and duties
Goods and seites tax 1,870 2,240 19.8 8,512 9,390 10.3
Customs impdrduties 277 163 -41.2 1,033 1,008 -2.4
Sales andxxise taes 780 743 -4.7 3,621 3,639 0.5
Total excise taxes and duties 2,927 3,146 7.5 13,166 14,037 6.6
Total tax revenues 11,453 11,997 4.7 61,522 62,755 2.0
Non-tax revenues 347 476 37.2 2,039 2,326 14.1
Total budgetary revenues 11,800 12,473 5.7 63,561 65,081 2.4

* El premium everues vere davn maginally,
as the dect of the ddme in the pemium
rates was lagely offset by an incease in the
number of people empyed

Program spending ineased ¥ $1.3 billion,
or 3.2 per centin theApril to August 1999
peiiod, compaed to the same ped last year

» Major transkrs to pesons vere up slighty,
ashigher eldely beneit payments moe than
offset the deline in El beneits. The higher
eldety beneits reflect an incease in the

» Net GST collections @re up $0.9 billion,
or 10.3 per centyell in excess of the ipwth
in the unddlying tax baseThe gowth in

reverues to dee contirues to be décted ly
timing considegtions, so the gowth rate
should come den in coming months and
be more reflective of the gowth in the

tax bases. Customs imgatuties vere davn
2.4 percent,reflecting the impact of t&if
reductions. Sales ana@se taxs and
dutieswere up maginally.

Non-tax everues,consisting of theatum on
investments and other non-taxerues,sud
as kes and mrceeds fom salesyere up
$0.3billion, or 14.1 per ceniThis component
of budgetawy reverues is quite olatile,
reflecting the timing of eceipts.

number of indviduals eligble for beneits and
higher aerage benets, which are indeed to
inflation. The dedine in El benet payments
was pimarily due to a ddme in the mmber
of benefciaries, reflecting a eduction in the
number of people unempted

Major transers to other leels of ggvemment
were up $0.4 billionpr 5.3 per cent,
reflecting much higher iscal tansers, most
notably for Equalizéion, as &plained &ove.

» Direct pogram spendingconsisting of total

program spending less the majoarisers to
persons and otherVels of ggvemment,
increased $ $0.7 billion,or 3.9 per cent.
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Table 3
Budgetary expenditures

August April to August
1998 1999 Chang 1998-99 1999-00 Chang
(millions of dollas) (%) (millions of dollas) (%)
Transfer payments to:
Persons
Eldely beneits 1,888 1,945 3.0 9,385 9,562 1.9
Employment insuance benéts 911 955 4.8 4,582 4,539 -0.9
Total 2,799 2,900 3.6 13,967 14,101 1.0
Other levels of govemment
Canada Health and Socielanser 1,042 1,042 0.0 5,208 5,209 0.0
Fiscal tansers 782 866 10.7 3,913 4,347 111
Alterndive Rayments br Standing Fograms ~ -187 -188 0.5 -934 -938 04
Total 1,637 1,720 5.1 8,187 8,618 5.3
Direct program spending
Subsidies and otheramsers
Agriculture 93 53 -43.0 223 149 -33.2
ForeignAffairs 145 155 6.9 515 510 -1.0
Health 90 121 344 414 430 3.9
Human Resowes Deelopment 173 32 -81.5 681 458 -32.7
Indian and Nathem Development 305 261 -14.4 1,883 1,932 2.6
Industy and Regional Development 153 147 -3.9 496 546 10.1
VetemnsAffairs 113 115 1.8 566 573 1.2
Other 132 114 -13.6 818 831 1.6
Total 1,204 998 -17.1 5,596 5,429 -3.0
Payments to Cown corporations
Canadian Bsadcasting Cqoration 44 85 93.2 334 340 1.8
Canada Magage and Housing Cporation 150 150 0.0 747 745 -0.3
Other 43 69 60.5 408 464 13.7
Total 237 304 28.3 1,489 1,549 4.0
Opewrting and caital expenditues
Defence 876 1,016 16.0 3,574 3,826 7.1
All other dgpatmental e&penditues 1,745 1,782 2.1 7,791 8,361 7.3
Total 2,621 2,798 6.8 11,365 12,187 7.2
Total direct pogram spending 4,062 4,100 0.9 18,450 19,165 3.9
Total program expenditures 8,498 8,720 2.6 40,604 41,884 3.2
Public debt charges 3,124 3,193 2.2 17,082 17,087 0.0
Total budgetary expenditures 11,622 11,913 25 57,686 58,971 2.2
Memormandum item:
Total transkers 5,640 5,618 -0.4 27,750 28,148 1.4
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Table 4

The hudgetary balance and inancial requirements/suplus

August April to August
1998 1999 1998-99 1999-00
(millions of dollas)
Budgetary balance (deicit/sur plus) 178 560 5,875 6,110
Loans, investments and agances
Crown cotporations 62 60 609 -50
Other 98 -357 117 1
Total 160 -297 726 -49
Specifed purpose accounts
Canada Bnsion PlaAccount -122 -246 361 -448
Supeanruaion accounts 300 388 1,528 1,833
Other 52 14 -5 -111
Total 230 156 1,884 1,274
Other tr ansactions 1,784 1,151 -3,906 -5,596
Total non-budgetary transactions 2,174 1,010 -1,296 -4,371
Financial requirements/suplus
(excluding foreign exchange transactions) 2,352 1,570 4,579 1,739
Foreign exchange transactions 5,681 -859 6,889 -324
Net financial balance 8,033 711 11,468 1,415
Table 5
Net financial balance and net borowings
August April to August
1998 1999 1998-99 1999-00
(millions of dollas)
Net financial balance 8,033 711 11,468 1,415
Net increase (+)/decgase (-) in borowings
Payable in Canadian dollar
Marketeble bonds 2,300 -800 12,523 9,487
Canada Sangs Bonds -196 -34 -2,017 -088
Treasuy bills -2,100 1,750 -22,800 -7,450
Other -24 49 1,547 1,295
Subtotal -20 965 -10,747 2,344
Less:Govemments holding of unmiured déot 89 173 455 278
Total 69 1,138 -10,292 2,622
Payable in foreign curencies
Marketeble bonds 75 -113 3,569 -113
Notes and loans - - - -
Canada bills 1,433 -147 282 -3,671
Canada notes - - -873 -226
Total 1,508 -260 2,978 -4,010
Net change in borrowings 1,577 878 -7,314 -1,388
Change in cash balance -9,610 1,589 4,154 27
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This component inleides subsig and other
transker pgyments,payments to Cown
corporations,and the opeting and caital
costs of gvemment,including deénce
Developments in this componenieaafected
by the timing of pgiments,as well as the
lifting of the wage freez and the ééct

of new initiatives announced in the
Februaly 1999 udget.

Pulic debt chages were virtually undhanged
from yeareatier levels,as an incgase in
the sto of interest-beang debt offset the
impact of a deline in the a&erage efective
interest ate on thd stok. The sto& of
interest-beang debt was up someha as
anincrease in pension lities more than
offseta dedine in maket debt.

Year-to-date: financial surplus
of $1.7billion (excluding foreign
exchange tr ansactions)

The hudgetay balance is ggsented on a
modified accual basis of accounting
recoding govemment lidilities when thg
are incurred regardless of vinen the cash
payment is madeln addition, the hudgetay
balance inludes ony those actiities over
which the govemment has lgislative contol.

In contiast,financial equirements/sylus
measue the diference betwen cash coming
in to the gvemment and cashogng out.
Financial equirements/silus difer from the
budgetay balanceas the érmer indudes
transactions in loangvestments and
advancesfedenl emplyees’pension
accountspther speciéd pupose accounts,
and dhanges in otherihancial assets and
liabilities. These actiities ae induded as pdr
of non-ludgetary transactionsThe cowersion
from accual to cash is alseeflected in
nonbudgetary transactions.

Non-tudgetar transactionsesulted in a net
requirrment of $4.4 billion in tharkt five
months of 1999-200@ompaed to a net
requirement of $1.3 billion in the same
period last year This increase was entiely
attributable to the pgiment to a thid-paty
trust of the $3.5-billion Canada Health and
SocialTranskr cash supplemerds
announced in the 199tget. As a esult,
there was a inancial suplus (ecluding
foreign exchang transactions) of $1.7 billion
in theApril to August 1999 peévd, compaed
to a fnancial suplus of $4.6 billion ecoded
in the same pérd last year

Year-to-date: net financial surplus
of $1.4billion (including foreign
exchange tr ansactions)

Foreign exchang transactionseapresent all
transactions in intetional reseves held in
the Exdhang FundAccount.The pupose of
the Exdhang FundAccount is to ppmote
order andstability in the foreign exchange
maiket. Itfulfills this function ly buying
foreign exchange (selling Canadian dollsy
when thee is upvard pressue on the glue
of the Canadian dollar and sellingréign
exchang (luying Canadian dolla) when
there is dovnward pressue. The huying of
Canadian dolla represents a soae of funds
from exchange fund tensactionswhile the
selling of Canadian dollarepresents a
requirrment. Changs in breign curencg
liabilities, which ale undetaken to dange
thelevel of Canad& foreign exchange
reseves,also impact ondreign exchange
transactionsTaking all of thesedtctors into
accountthere was a netequirement of
$0.3billion in theApril to August 1999 pénd,
compaed to a net soae of$6.9billion in the
same peod last year
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Table 6
Condensed steement of assets and liailities
March 31,1999 August 31,1999 Chang
(millions of dollas)
Liabilities
Accounts pgable, accuals and allwances
Accounts pgable and acared lisbilities 24,509 15,867 -8,642
Interest and miared déot 9,791 8,816 -975
Allowances 11,016 11,016 0
Total accounts pable, accuals and allewances 45,316 35,699 -9,617
Interest-beang debt
Pension and other accounts
Pubic sector pensions 122,407 124,240 1,833
Canada Bnsion Plan (net of sedties) 5,427 4,979 -448
Other pension and other accounts 6,724 6,614 -110
Total pension and other accounts 134,558 135,833 1,275
Unmaured dedt
Payable in Canadian dollar
Marketable bonds 295,752 305,239 9,487
Treasuy bills 96,950 89,500 -7,450
Canada Sangs Bonds 27,662 26,951 -711
Other 4,063 5,357 1,294
Subtotal 424,427 427,047 2,620
Payable in foreign curencies
Marketeble bonds 23,907 23,794
Canada bills 10,230 6,559 -3,671
Canada notes 1,863 1,637 -226
Subtotal 36,000 31,990 -4,010
Total unméaured dédt 460,427 459,037 -1,390
Total inteest-beang debt 594,985 594,870 -115
Total ligbilities 640,301 630,569 -9,732
Assets
Cash and accountegeiable 15,273 11,279 -3,994
Foreign exchange accounts 34,668 34,991 323
Loans,investments and adnces (net of allgances) 13,536 13,585 49
Total assets 63,477 59,855 -3,622
Accumulated defcit (net public debt) 576,824 570,714 -6,110
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With a hudgetary sumplus of $6.1 billion, This net inancial suplus was used toatire
anetrequirement of $4.4 billion fsm $1.4billion of maket déot to the end of
nonbudgetary transactions and a net August1999. Cash balancesthe end of
requirement of $0.Jillion from foreign August 1999 amounted to $9.3 billion.

exchang transactionsthere was a net
financial suplus of $1.4 billion in the
April to August 1999 pénd compaed to
anetsumplus of $11.5 billion in the same
peiiod lastyeat
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