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Highlights of financial results for September 1999

Budgetary surplus of $1.9 billion
in September 1999

There was a budgetary surplus of $1.9 billion
in September 1999, down $0.1 billion from

the surplus recorded in September 1998, as an
increase in budgetary revenues (up $0.4 billion,
or 2.9 per cent) was more than offset by
increases in program spending (up $0.4 billion,
or 4.9 per cent) and public debt charges

(up $0.1 billion, or 2.5 per cent).

Within budgetary revenues:

» Personal income tax collections were
up 9.9 per cent. However, about half of
this increase was attributable to a transfer
to employment insurance (EI) premium
revenues in September 1998, which
depressed personal income tax revenues in
that month. Most of the remaining increase
was attributable to continued strength in
deductions from employment income,
reflecting an increase in the number of
people employed.

» Corporate income tax collections
declined 2.0 per cent, primarily reflecting
higher refunds attributable to instalment
overpayments in 1998-99.

e EIl premium revenues were down
20.7 per cent, primarily reflecting the
September 1998 transfer from personal
income tax revenues for underpayments
relating to taxation year 1997. In addition,
the reduction 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.

» Excise taxes and duties increased by

4.1 per cent, roughly in line with the increase
in the applicable tax base. However, there
were large variations among the components.
Net goods and services tax (GST) revenues
were up 19.2 per cent, with virtually all of

the increase attributable to GST collected on
imports. In contrast, customs import duties
declined 36.7 per cent. Other excise taxes
and duties were down 18.2 per cent.

Non-tax revenues declined 20.0 per cent,
primarily reflecting the timing of receipts.

Within program spending:

» Major transfers to persons were down

1.8 per cent. Elderly benefits advanced

2.9 per cent, reflecting higher average benefits
and an increase in the number of recipients. In
contrast, El benefits were down 13.1 per cent,
largely reflecting timing considerations,

which should be reversed in October.

Major transfers to other levels of government
were up 4.9 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

9.4 per cent. Most of this increase reflects

the timing of payments. Subsidies and

other transfers were up 11.3 per cent,
following a decline of 17.1 per cent in

August 1999. Payments to Crown

corporations were up 9.4 per cent. Increased
defence spending accounted for most of the
increase in operating and capital expenditures.
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Table 1
Summary statement of transactions

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

Reverues 13,630 14,031 77,191 79,113
Program spending -8,227 -8,630 -48,832 -50,514
Opeimting suplus 5,403 5,401 28,359 28,599
Pulic debt chamges -3,376 -3,461 -20,457 -20,549
Budgetay balance (défit/sumplus) 2,027 1,940 7,902 8,050
Non-budgetary transactions -986 159 -2,282 -4,211

Financial requirements/suplus (excluding
foreign exchange transactions) 1,041 2,099 5,620 3,839
Foreign exchange transactions -1,054 501 5,835 177
Net financial balance -13 2,600 11,455 4,016
Net change in borrowings -9,109 -9,312 -16,424 -10,702
Net change in cash balances -9,122 -6,712 -4,969 -6,686

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

Pubic debt chalges were up 2.5 per cent,
primaiily reflecting an incease in the stéc
of interest-beang debt.

Year-to-date: budgetary surplus
of $8.0billion

Over the irst six months ofi§cal year

19992000,the hudgetary sumplus was estimeed

at $8.0 billion,up $148 million fom the

suiplusrecoded in the same ped of 1998-99.

Theyearoveryear diang in the lndgetary
sumplus will be afected in upcoming months
by the tax eduction meases announced

in the 1999 ludget, which became ééctive
July 1, 1999,therecenty announcededuction
in El premium etes efective Jaruary 1, 2000
(the emplgee ate for 2000 will be
$2.40per$100 of insuable eanings compaed
to $2.55 br 1999),as vell asthe 1998 hdget
measue to incease the Canada Child

Tax Beneft (CCTB).

Budgetay reverues vere up $1.9 billion,

or 2.5per centpn a yearoveryear basis,
with most of the inaase #Hributable to higher
personal income taxevenues.

Personal income tax collectionsere up
$1.6billion, or 4.3 per cenfThis incease
waslargely attributable to higher eceipts
from monthy deductions fom emplyment
income due to inceases in theumber of
people emplged and higher tags on iling
relaed to the 1998 taxian year Dampening
these deelopments wre higher pesonal
income tax efunds elaed to the 1998
taxdion year and higher CCTB pments,
reflecting inceases announced inepious
budgets. Mwring forward, the results will
be affected ly the tax elief measuss
announced in the 199 tget.

Comorate income taxaverues vere davn
$0.7 billion,or 7.9 per centjue to the ddme
in comorate profits witnessed in 1998.
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Table 2

Budgetary revenues

September April to September
1998 1999 Chang 1998-99 1999-00 Chang
(millions of dollas) (%) (millions of dollars) (%)
Income taxes
Personal income tax 6,803 7,474 9.9 37,608 39,222 4.3
Comorate income tax 1,423 1,394 -2.0 9,261 8,525 -7.9
Other income taxeverue 55 198 260.0 1,110 1,444 30.1
Total income tax 8,281 9,066 9.5 47,979 49,191 2.5
Employment insurance premium revenues 1,764 1,398 -20.7 10,422 9,992 -4.1
Excise taes and duties
Goods and seites tax 1,858 2,214 19.2 10,370 11,603 11.9
Customs impdrduties 256 162 -36.7 1,289 1,170 -9.2
Sales andxxise taes 780 638 -18.2 4,402 4,277 -2.8
Total excise taxes and duties 2,894 3,014 4.1 16,061 17,050 6.2
Total tax revenues 12,939 13,478 4.2 74,462 76,233 2.4
Non-tax revenues 691 553 -20.0 2,729 2,880 55
Total budgetary revenues 13,630 14,031 2.9 77,191 79,113 25

Although coporate piofits are estiméed

to have picked up in theifst half of 1999,
refunds elaed to wempayments with espect
to taxdion year 1998 and instalment
paymentsbased on 1998 lmlities ae
dampeningeverues to dee in 1999-2000.

El premium everues vere davn $0.4 billion,
or 4.1 per cenfprimarily reflecting the impact
of prior-year adjustmentss noted love.

Excise tars and duties ineased $1.0 billion,
or 6.2 per cent. Net GST collectiongem up
$1.2 billion,or 11.9 per centyell in excess
of the gowth in the unddying tax base

The growth in reverues to dee contirues

to be afected ly timing considestions, so

the growth rate should come dan in coming
months and be merreflective of the gowth

in the tax bases. Customs impduties vere
down 9.2 per cent. Sales anxcese taxes and
duties vere davn 2.8 per cenfprimarily
attributable to the elimindon of theAir
Transpotation Tax, effectve November 1998.

* Non-tax everues,consisting of theatum
oninvestments and other non-taverues,
sudh as ees and mrceeds fom salesyvere
up $0.2 billion,or 5.5 per cenfThis
component of bdgetal reverues is quite
volatile, reflecting the timing of eéceipts.

Program spending ineased ¥ $1.7 billion,
or 3.4 per centin theApril to Sgptember 1999
peliod compaed to the same ped last year

» Major transkrs to pesons vere up slighty,
ashigher eldely beneit payments moe
thanoffset a deline in EI benets. The
highereldety beneits reflect an incease
in the umber of indviduals eligble for
beneits and higher @erage benets, which
are indexed to infation. The detine in
El beneit payments vas pimairily due to
adedine in the mmber of benegiaries,
reflecting a eduction in the amber of
peopleunemplyed and timingdctos.
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Table 3
Budgetary expenditures

September April to September
1998 1999 Chang 1998-99 1999-00 Chang
(millions of dollas) (%) (millions of dollas) (%)
Transfer payments to:
Persons
Eldely beneits 1,872 1,926 2.9 11,257 11,488 2.1
Employment insuance benéts 781 679 -13.1 5,363 5,218 -2.7
Total 2,653 2,605 -1.8 16,620 16,706 0.5
Other levels of govemment
Canada Health and Socielanser 1,042 1,041 -0.1 6,250 6,250 0.0
Fiscal tansers 784 867 10.6 4,698 5,214 11.0
Alterndive Rayments br Standing Fograms ~ -187 -188 0.5 -1,120 -1,125 0.4
Total 1,639 1,720 49 9,828 10,339 5.2
Direct program spending
Subsidies and otheramsers
Agriculture 39 121 210.3 262 270 3.1
Foreign Affairs 143 136 -4.9 657 647 -15
Health 55 72 30.9 469 501 6.8
Human Resowes Deelopment 156 249 59.6 837 707 -15.5
Indian and Nathem Development 307 320 4.2 2,190 2,252 2.8
Industy and Regional Development 125 64 -48.8 621 610 -1.8
VeteransAffairs 115 115 0.0 681 689 1.2
Other 165 153 -7.3 983 984 0.1
Total 1,105 1,230 11.3 6,700 6,660 -0.6
Payments to Cown corporations
Canadian Bsadcasting Cqoration 66 80 21.2 400 420 5.0
Canada Magage and Housing Cporation 120 150 25.0 867 895 3.2
Other 81 62 -23.5 490 526 7.3
Total 267 292 9.4 1,757 1,841 4.8
Opewrting and caital expenditues
Defence 787 969 23.1 4,361 4,796 10.0
All other dgpatmental e&penditues 1,776 1,814 2.1 9,566 10,172 6.3
Total 2,563 2,783 8.6 13,927 14,968 7.5
Total direct pogram spending 3,935 4,305 9.4 22,384 23,469 4.8
Total program expenditures 8,227 8,630 4.9 48,832 50,514 3.4
Public debt charges 3,376 3,461 25 20,457 20,549 0.4
Total budgetary expenditures 11,603 12,091 4.2 69,289 71,063 2.6
Memormandum item:
Total transkers 5,397 5,555 29 33,148 33,705 1.7
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Table 4

The hudgetary balance and inancial requirements/suplus

September April to September
1998 1999 1998-99 1999-00
(millions of dollas)
Budgetary balance (deicit/sur plus) 2,027 1,940 7,902 8,050
Loans, investments and agances
Crown cotporations 122 69 730 19
Other -553 -123 -435 -122
Total -431 -54 295 -103
Specifed purpose accounts
Canada Bnsion Placcount 1,028 737 1,389 289
Supeanruaion accounts 363 480 1,891 2,313
Other 24 14 19 -97
Total 1,415 1,231 3,299 2,505
Other tr ansactions -1,970 -1,018 -5,876 -6,613
Total non-budgetary transactions -986 159 -2,282 -4,211
Financial requirements/suplus
(excluding foreign exchange transactions) 1,041 2,099 5,620 3,839
Foreign exchange transactions -1,054 501 5,835 177
Net financial balance -13 2,600 11,455 4,016

Table 5
Net financial balance and net borowings

September April to September
1998 1999 1998-99 1999-00
(millions of dollas)
Net financial balance -13 2,600 11,455 4,016
Net increase (+)/decgase (-) in borowings
Payable in Canadian dollar
Marketeble bonds -6,492 -11,693 6,031 -2,206
Canada Sangs Bonds -99 -27 -2,116 -1,015
Treasuy bills -3,600 3,650 -26,400 -3,801
Other -1,004 -759 543 535
Subtotal -11,195 -8,829 -21,942 -6,487
Less:Govemments holding of unmiured déot 77 55 532 332
Total -11,118 -8,774 -21,410 -6,155
Payable in foreign curencies
Marketeble bonds 308 -302 3,877 -415
Notes and loans - - - -
Canada bills 1,754 -206 2,035 -3,876
Canada notes -53 -30 -926 -256
Total 2,009 -538 4,986 -4,547
Net change in borrowings -9,109 -9,312 -16,424 -10,702
Change in cash balance -9,122 -6,712 -4,969 -6,686




The Fiscal Monitor

* Major transers to other leels of govemment
were up $0.5 billionpr 5.2 per cent,
reflecting nuch higher fscal tanskrs, most
notably for Equalizéion, as explained &dove.

 Direct pogram spendingconsisting
of total program spending less the major
transkers to pesons and other Vels of
govemment,increased ¥ $1.1 billion,or
4.8 per centThis component irlades subsig
and other tanser payments payments to
Crown coiporations,and the opeting and
cgpital costs of gvemment,including
defence Developments in this component
are affected ly the timing of pgiments as
well as the lifting of the \age freez, the
effect of nev initiatives announced in the
February 1999 ludget and the costs
associted with Canada’ intendional
peacekeging commitments.

Pubic debt chamges were up slighty
fromyeareatier levels,as an inagase in
the sto of interest-beang debt more than
offsetthe impact of aledine in the &erage
effective interest aete ontha stok. The stok
of interestbeaing debt was up some&ha
asanincrease in pension lglities more
thanoffset adedine in market deot.

Year-to-date: financial surplus
of $3.8billion (excluding foreign
exchange tr ansactions)

The hudgetay balance is @sented on
amodified accual basis of accounting
recoding govemment lidilities when thg are
incurred, regardless of vinen the cash ganent
is made In adlition, the lhudgetay balance
includes ony those actiities over which the
Govemment has lgislative contol.

In contast,financial equirements/sylus
measue the diference betwen cash coming
in to the Gwemment and cashoing out.
Financial equirements/sylus difer from
thebudgetay balanceas the érmer indudes
transactions in loangmvestments and adnces,

fedenl emplgyees’pension accountsther
specifed pupose accountgnd dangs in
otherfinancial assets and bdities. These
activities ae induded as parof non-tudgetary
transactionsThe cowersion from accual

to cash is alsoeflected in non-bdgetay
transactions.

Non-hudgetay transactionsesulted in a
netrequirement of $4.2 billion in therbt

six months of 1999-200@ompaed to a net
requirrment of $2.3 billion in the same ot
last year This incease as entiely atributable
to the pgment to a thid-paty trust of the
$3.5billion Canada Health and SociBdanser
cash supplemen#s announced in the 1999
budget. As a esult,there was a inancial suplus
(excluding foreign exchange transactions) of
$3.8 billion in theApril to September 1999
peiiod, compaed to aihancial suplus of
$5.6billion recoded in the same ged last year

Year-to-date: net financial surplus
of $4.0billion (including foreign
exchange tr ansactions)

Foreign exchang transactionsepresent all
transactions in inteetional reseves held in
the Exchange FundAccount.The pupose of
the Exchange FundAccount is to pomote oder
and stdility in the foreign exchange maket. It
fulfills this function ly buying foreign exchange
(selling Canadian dollay when thee is upvard
pressue on the alue of the Canadian dollar
andselling foreign exchang (luying Canadian
dollars) when thee is davnward pressue. The
buying of Canadian dollarrepresents a soae
of funds fom exchang fund tensactions,
while the selling of Canadian dol&represents
a requirement. Changs in breign curencgy
liabilities, which ale undetaken to dang the
level of Canad& foreign exchange reseves,
also impact ondreign exchang transactions.
Taking all of thesedctos into accountthere
was a net soae of $0.2 billion in thé\pril to
September 1999 perd, compaed to a net soue
of $5.8 billion in the same ped last year
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Table 6
Condensed steement of assets and liailities
March 31,1999 September 301999 Chang
(millions of dollas)
Liabilities
Accounts pgable, accuals and allwances
Accounts pgable and acared lisbilities 24,509 16,881 -7,628
Interest and miared déot 9,791 9,449 -342
Allowances 11,016 11,016 0
Total accounts pable, accuals and allewances 45,316 37,346 -7,970
Interest-beang debt
Pension and other accounts
Pubic sector pensions 122,407 124,721 2,314
Canada Bnsion Plan (net of sedties) 5,427 5,716 289
Other pension and other accounts 6,724 6,627 -97
Total pension and other accounts 134,558 137,064 2,506
Unmaured dedt
Payable in Canadian dollar
Marketable bonds 295,752 293,546 -2,206
Treasuy bills 96,950 93,150 -3,800
Canada Sangs Bonds 27,662 26,980 -682
Other 4,063 4,598 535
Subtotal 424,427 418,274 -6,153
Payable in foreign curencies
Marketeble bonds 24,568 24,154 -415
Canada bills 10,171 6,294 -3,876
Canada notes 1,261 1,005 -256
Subtotal 36,000 31,453 -4,547
Total unméaured dédt 460,427 449,727 -10,701
Total inteest-beang debt 594,985 586,790 -8,195
Total ligbilities 640,301 624,136 -16,165
Assets
Cash and accountegeiable 15,273 7,232 -8,041
Foreign exchange accounts 34,668 34,491 -177
Loans,investments and adnces (net of allgances) 13,536 13,639 103
Total assets 63,477 55,362 -8,115
Accumulated defcit (net public debt) 576,824 568,774 -8,050
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Table 7
Debt Servicing and ReductionAccount (DSRA)

1991-92 1992-93 1993-94 1994-95 1995-96  1996-97 1997-98 1998-99
(millions of dollas)
Gross GST collected 29,564 30,516 32,652 36,715 38,048 40,733 46,986 50,174
Less:
Refunds andebates 12,134 13,145 14,271 17,112 18,874 19,782 24,633 26,640
Quatery low-income
credit 2,262 2,503 2,685 2,816 2,799 2,872 2,892 2,850
Net GST 15,168 14,868 15,696 16,787 16,375 18,079 19,461 20,684
GST penalties and
interest receved 19 71 90 129 135 159 127 123
Gains from wind-up of interest
in Crown corporations/
disposal of shaes 2 110 325
Gifts to the Crown 0.4 0.1 0.2 0.5 0.3 0.3 0.2 1.2
Proceeds to DSRA 15,190 15,050 15,786 16,916 16,835 18,238 19,588 20,808

Souce: Pulic Accounts of Canada.

With a hudgetay sumplus of $8.0 billiona net
requirement of $4.2 billion sm non-ludgetary
transactions and a net soerof $0.2 billion
from foreign exchange transactionsthere
wasa net fnancial suplus of $4.0 billion in
theApril to September 1999 pad compaed
to anet suplus of $11.5 billion in the same
peiiod last year

This net fnancial suplus, coupled with
adrawdown in cash balances of $6.7 billion,
wasused to etire $10.7 billion of mdet déot
to the end of Sgtember 1999. Cash balances
at the end of Sgtember 1999 amounted to
$2.6hillion.

The Débt Servicing and ReductionAccount

In June 1991 /egislation to estalish
the Debt Sewicing and ReductioAccount
receved Royal AssentAs a esult,effective

April 1,1991,all GST everues net of the
applicable input tax cedits,rebaes and the
low-income cedit, along with the net mceeds
from the sale of @wn cowporations and @ts
to the Cown identifed for debt reduction,must,
by law, go directly to the Dét Sewicing and
ReductiorAccount. The funds in this account
can ony be used to pathe cost of seicing
the pubic debt and ultiméely to reduce the
debt. The account is audited on an aahbasis
by theAuditor Geneal of Canada. In his
“Obsewations” on the 1996-97 and 1998-99
financial stteementsthe Auditor Geneal
guestioned the needrfthis accountgiven
thefundamental conge of the Consolidad
Reverue FundThe Govemment has agd the
House of Commons Standing Committee
on Finance to eview this issue
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