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Highlights of financial results for July 1999

Budgetary surplus of $0.8 billion
in July 1999

There was a budgetary surplus of $0.8 billion
in July 1999, down $0.5 billion from the
surplus of $1.3 billion recorded in July 1998.
Most of the year-over-year decline in the
surplus was attributable to a $0.4-billion
decline in budgetary revenues.

Among the major revenue components:

» Personal income tax collections were
down 8.2 per cent. This decline was primarily
attributable to the timing of receipts, which
overstated collections in the previous three
months. In addition, refunds relating to the
1998 taxation year and payments under the
Canada Child Tax Benefit (CCTB) were
higher. The monthly results were also
dampened by the impact of the tax relief
measures announced in the 1999 budget.

» Corporate income tax collections declined
2.7 per cent, in part reflecting the weakness
in profits in 1998.

» Employment insurance (EI) premium
revenues were down 2.0 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) collections
were up 14.8 per cent, largely attributable to
lower refunds, which were down 8.9 per cent
on a year-over-year basis. In contrast, gross

collections advanced by 2.3 per cent.
Customs import duties declined by

11.2 per cent, largely due to the timing of
payments, which overstated the net increase
in the first three months of 1999-2000.

Other excise taxes and duties were

virtually unchanged.

* Non-tax revenues were up 11.3 per cent,
primarily reflecting the timing of receipts.

Program spending advanced by 0.3 per cent

on a year-over-year basis, with declines in major
transfers to persons and direct program spending
virtually offsetting the increase in major

transfers to other levels of government.

» Major transfers to persons were down
0.8 per cent, as lower El benefits, reflecting
fewer unemployed, more than offset the
increase in elderly benefits.

» Major transfers to other levels of government
were up 3.7 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 declined by
0.3 per cent, with an increase of 7.8 per cent
in subsidies and other transfers offsetting
declines in payments to Crown corporations
and operating and capital expenditures.
Developments within direct program spending
primarily reflect the timing of payments.
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Table 1
Summary statement of transactions
July April to July
1998 1999 1998-99 1999-00
(millions of dollass)
Budgetary transactions
Reverues 13,061 12,664 51,760 52,609
Program spending -8,358 -8,384 -32,106 -33,163
Opeimting suplus 4,703 4,280 19,654 19,446
Pulic debt chamges -3,448 -3,506 -13,958 -13,895
Budgetay balance (défit/sumplus) 1,255 774 5,696 5,551
Non-budgetary transactions -1,153 19 -3,470 -5,381
Financial requirements/suplus (excluding
foreign exchange transactions) 102 793 2,226 170
Foreign exchange transactions -2,420 1,305 1,208 535
Net financial balance -2,318 2,098 3,434 705
Net change in borrowings 880 2,458 -8,892 -2,265
Net change in cash balances -1,438 4,556 -5,458 -1,560

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

Pubic debt chages were up 1.7 per cent,
primaiily reflecting an incease in the stéocof
interest-beang debt, as the werage efectve
interest mte was unbanged

Year-to-date: budgetary surplus
down $145million

Over the irst four months ofigcal year
19992000,the udgetaly suiplus was estimeed
at $5.6 billion,down $0.1 billion flom the
sumplus of $5.7 billion ecoded in the same
period of 1998-99The yearoveryear hange
in the ludgetary sumplus will be afected

in upcoming monthsypthe tax eduction
measuesannounced in the 199%bget,
which becameeffective lly 1,1999,as well
asthe 1998udget measie to incease

the CCTB.

Budgetary reverues vere up $0.8 billion,

or 1.6 per cent on agaroveryear basisAll
major components &e up with the xception
of comporate income taxeverues.

Personal income tax collectionsere up
$0.4billion, or 1.4 per cenfThis inciease
wasdue to both higher tas paid onifing,
related to the 1998 taxan year and
increases ineceipts fom monthy deductions
from emplyment incomedue to inceases
in the rumber of people empjed However,
there has been a st@own in therate of
growth of receipts fom monthy deductions,
reflecting the impact of the taelief
measues announced in the 1998 and
1999budgets. In adition, the esults to d&e
were further dampenedybhigher pesonal
income tax efunds elaed to the 1998
taxdion year and higher CCTB pments,
reflecting inceases announced in
previous budgets.
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Table 2
Budgetary revenues
July April to July
1998 1999 Chang  1998-99 1999-00 Chang
(millions of dollas) (%) (millions of dollars) (%)
Income taxes
Personal income tax 6,531 5,998 -8.2 25,517 25,870 1.4
Comorate income tax 1,712 1,666 -2.7 6,428 5,959 -7.3
Other income taxeverue 220 197 -10.5 833 975 17.0
Total income tax 8,463 7,861 -7.1 32,778 32,804 0.1
Employment insurance premium revenues 1,732 1,697 -2.0 7,051 7,063 0.2
Excise taves and duties
Goods and sgices tax 1,545 1,773 14.8 6,642 7,149 7.6
Customs impdrduties 251 223 -11.2 756 845 11.8
Sales andxxise taxes 724 725 0.1 2,843 2,894 1.8
Total excise taxes and duties 2,520 2,721 8.0 10,241 10,888 6.3
Total tax revenues 12,715 12,279 -3.4 50,070 50,755 1.4
Non-tax revenues 346 385 11.3 1,690 1,854 9.7
Total budgetary revenues 13,061 12,664 -3.0 51,760 52,609 1.6

» Corporate income taxaverues vere davn
$0.5 billion,or 7.3 per centdue to the

» Non-tax evenues,consisting of theatum
oninvestments and other non-taverues,

dedine in comporate piofits witnessed in 1998.
Although coporate profits are estiméed to
have piked up in theifst half of 1999,
refunds elaed to wempayments with espect
to taxdion year 1998 and instalmentyraents
based on 1998 Imlities ale dampening

sudh as €es and mrceeds fom salesyere up
$0.2 billion or 9.7 per cenThis component
of budgetawy reverues is quite olatile,
reflecting the timing of eceipts.

reverues to dee in 1999-2000.

* El premium everues vere up maginally,
asthe efect ofthe dedine in the pemium
rates (the emplgee ete for 1999 is
$2.55per$100 of insuable eanings

Program spending inerased ¥ $1.1 billion,
or 3.3 per centin theApril to July 1999 peiod,

compaed to the same ped last year

Thisincrease was spead among all major
components with thexeeption of pggments
to Crown coporations.

compaed to $2.70 in 1998) a&s ofset ky an
increase in theumber ofpeople emplged

Net GST collections @re up $0.5 billion,

or 7.6 per centwhile customs impdrduties
were up 11.8 per centhe gowth in reverues
in these components totdacontirues to be
affected ly timing considegtions. The gowth
rates should come e in coming months
and be ma reflective of the gowth in the
respectre tax bases. Sales andise taes
and duties wre up 1.8 per cent.

» Major transers to pesons vere up slighty,

ashigher elddly beneit payments moe than
offset the deline in El beneits. The higher
eldety beneits reflect an incease in the
number of indviduals eligble for beneits and
higher aerage benets, which are indexed to
inflation. The dedine in El benet payments
was pimmarily due to a ddme in the mmber
of beneiciaries, reflecting a eduction in the
number of people unempjied
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Table 3
Budgetary expenditures
July April to July
1998 1999 Chang 1998-99 1999-00 Chang
(millions of dollas) (%) (millions of dollas) (%)
Transfer payments to:
Persons
Eldely beneits 1,929 1,986 3.0 7,497 7,617 1.6
Employment insuance benéts 873 793 -9.2 3,671 3,584 -2.4
Total 2,802 2,779 -0.8 11,168 11,201 0.3
Other levels of govemment
Canada Health and Socielanser 1,042 1,042 0.0 4,167 4,167 0.0
Fiscal tansers 817 880 7.7 3,132 3,481 111
Alternaive Rayments br Standing Rigrams ~ -187 -188 0.5 =747 -750 04
Total 1,672 1,734 3.7 6,552 6,898 5.3
Direct program spending
Subsidies and otheramsers
Agriculture 74 18 -75.7 130 96 -26.2
ForeignAffairs 107 127 18.7 370 356 -3.8
Health 84 47 -44.0 324 309 -4.6
Human Resowes Deelopment 73 150 105.5 509 426 -16.3
Indian and Nathem Development 271 278 2.6 1,578 1,670 5.8
Industy and Regional Development 105 136 29.5 343 399 16.3
VetemnsAffairs 114 117 2.6 453 458 1.1
Other 185 219 18.4 686 717 4.5
Total 1,013 1,092 7.8 4,393 4,431 0.9
Payments to Cown corporations
Canadian Bsadcasting Cqoration 60 50 -16.7 290 255 -12.1
Canada Magage and Housing Cporation 140 150 7.1 597 595 -0.3
Other 121 85 -29.8 365 395 8.2
Total 321 285 -11.2 1,252 1,245 -0.6
Opewrting and caital expenditues
Defence 815 801 -1.7 2,698 2,812 4.2
All other dgpatmental e&penditues 1,735 1,693 -2.4 6,043 6,576 8.8
Total 2,550 2,494 -2.2 8,741 9,388 7.4
Total direct pogram spending 3,884 3,871 -0.3 14,386 15,064 4.7
Total program expenditures 8,358 8,384 0.3 32,106 33,163 3.3
Public debt charges 3,448 3,506 1.7 13,958 13,895 -0.5
Total budgetary expenditures 11,806 11,890 0.7 46,064 47,058 2.2
Memormandum item:
Total transkers 5,487 5,605 2.2 22,113 22,530 1.9
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Table 4
The hudgetary balance and inancial requirements/suplus
July April to July
1998 1999 1998-99 1999-00
(millions of dollas)
Budgetary balance (deicit/sur plus) 1,255 774 5,696 5,551
Loans, investments and agances
Crown cotporations 392 27 547 -110
Other 30 -53 19 357
Total 422 -26 566 247
Specifed purpose accounts
Canada Bnsion Placcount -514 -472 484 -202
Supeanruaion accounts 261 382 1,228 1,445
Other -13 -18 -57 -125
Total -266 -108 1,655 1,118
Other tr ansactions -1,309 153 -5,691 -6,746
Total non-budgetary transactions -1,153 19 -3,470 -5,381
Financial requirements/suplus
(excluding foreign exchange transactions) 102 793 2,226 170
Foreign exchange transactions -2,420 1,305 1,208 535
Net financial balance -2,318 2,098 3,434 705
Table 5
Net financial balance and net borowings
July April to July
1998 1999 1998-99 1999-00
(millions of dollas)
Net financial balance -2,318 2,098 3,434 705
Net increase (+)/decgase (-) in borowings
Payable in Canadian dollar
Marketeble bonds - - 10,223 10,287
Canada Sangs Bonds -283 222 -1,821 -954
Treasuy bills -3,100 3,150 -20,700 -9,200
Other 515 247 1,571 1,246
Subtotal -2,868 3,619 -10,727 1,379
Less:Govemments holding of unmiured déot 94 -68 365 105
Total -2,774 3,551 -10,362 1,484
Payable in foreign curencies
Marketable bonds 3,494 — 3,494 —
Notes and loans - - - -
Canada bills 252 -867 -1,151 -3,523
Canada notes -92 -226 -873 -226
Total 3,654 -1,093 1,470 -3,749
Net change in borrowings 880 2,458 -8,892 -2,265
Change in cash balance -1,438 4,556 -5,458 -1,560
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* Major transers to other leels of govemment
were up 5.3 per centgflecting much higher
fiscal tanskrs, most notaly for Equalizéion,
as «plained &dove.

» Direct pogram spendingconsisting of total
program spending less the majoantisers
to persons and otherVels of govemment,
increased ¥ $0.7 billion,or 4.7 per cent.
This component inlkeides subsig and other
transker pgyments,payments to Cown
comporations,and the opeting and caital
costs of gvemment,including deénce
Developments in this componenieaafected
by the timing of pgments,as well as the
lifting of the wage freez and the ééct
of new initiatives announced in the
February 1999 ldget.

Pubic debt chamges were davn 0.5 per cent
dueto a detine in the &erage efective inteest
rate. The sto& of interest-beang debt was up
somevha as an inaase in pension ldlities
more than dfset a deline in maket deot.

Year-to-date: financial surplus
of $0.2 billion (excluding foreign
exchange transactions)

The ludgetay balance is msented on a
modified accual basis of accountingecoding
govemment lidilities when thg are incured,
regardless of vien the cash ganent is made
In addition, the ludgetay balance inludes ony
those actiities over which the gvemment
haslegislative contol.

In contast,financial equirements/sylus
measue the diference betwen cash coming in
to the gvemment and cashogng out. Fhancial
requirements/siplus difer from the lmdgetary
balanceas the érmer indudes tansactions

in loans,investments and adncesfedeal
emplo/ees’pension accountsther speciéd
pumpose accountsnd tangs in otherihancial
assets and l@lities. These actiities ae
included as pdrof non-ludgetaly transactions.
The cowersion from accual to cash is also
reflected in non-bdgetary transactions.

Non-hudgetay transactionseasulted in a
netrequirement of $5.4 billion in therst

four months of 1999-200@ompaed to a net
requiement of $3.5 billion in the same st
last year This increase s entiely atributable
to the pgment to a thid-paty trust of the
$3.5billion Canada Health and SociBdanser
cash supplemenas announced in the 1999
budget. As a esult,there was a inancial suplus
(excluding foreign exchange transactions) of
$0.2 billion in theApril to July 1999 peiod,
compaed to a ihancial suplus of $2.2 billion
recoded in the same ped last year

Year-to-date: net financial surplus
of $0.7billion (including foreign
exchange tr ansactions)

Foreignh exchange transactionsepresent all
transactions in inteetional resewves 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 exchange (luying Canadian
dollars) when thee is deavnward pressue. The
buying of Canadian dollarrepresents a sooe
of funds fom exchang fund tensactions,
while the selling of Canadian dol&represents
a requirement. Changs in breign curencgy
liabilities, which ale undetaken to dvang the
level of Canada foreign exchang reseves,
also impact ondreign exchange transactions.
Taking all of thesedctos into accountthere
was a net soae of $0.5 billion in thé\pril to
July 1999 peiod, compaed to a net soae of
$1.2 billion in the same pied last year

With a ludgetary sumplus of $5.6 billiona net
requirement of $5.4 billion sm non-ludgetary
transactions and a net soarof $0.5 billion
from foreign exchange transactionsthere was
anet inancial suplus of $0.7 billion in the
April to July 1999 peiiod compaed to a net
sumplus of $3.4 billion in the same ped
lastyear
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Table 6
Condensed steement of assets and liailities
March 31,1999 July 31,1999 Chang
(millions of dollas)
Liabilities
Accounts pgable, accuals and allwances
Accounts pgable and acared lisbilities 18,911 18,274 -637
Interest and miared déot 7,374 7,505 131
Allowances 12,804 10,917 -1,887
Total accounts pable, accuals and allewances 39,089 36,696 -2,393
Interest-beang debt
Pension and other accounts
Pubic sector pensions 121,342 122,787 1,445
Canada Bnsion Plan (net of sedties) 6,794 6,592 -202
Other pension and other accounts 4,551 4,426 -125
Total pension and other accounts 132,687 133,805 1,118
Unmaured déot
Payable in Canadian dollar
Marketeble bonds 295,555 305,864 10,309
Treasuy bills 96,950 87,833 -9,117
Canada Sangs Bonds 28,087 27,133 -954
Other 4,063 5,309 1,246
Subtotal 424,655 426,139 1,484
Payable in foreign curencies
Marketeble bonds 23,176 23,176
Canada bills 10,230 6,707 -3,523
Canada notes 1,863 1,637 -226
Subtotal 35,269 31,520 -3,749
Total unméaured dédt 459,924 457,659 -2,265
Total inteest-beang debt 592,611 591,464 -1,147
Total ligbilities 631,700 628,160 -3,540
Assets
Cash and accountegeiable 8,730 9,959 1,229
Foreign exchange accounts 33,446 33,981 535
Loans,investments and adnces (net of allgances) 12,824 13,071 247
Total assets 55,000 57,011 2,011
Accumulated defcit (net public debt) 576,700 571,149 -5,551
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Year-to-date: net borrowings
down $2.3billion

Although thee was a netihancial suplus

of only $0.7 billion in theApril to July 1999
peiiod, the govemment hasatired $2.3 billion
of maket ddt to the end ofuly 1999,primarily
through a $1.6-billioneduction in its cash
balances. Cash balancegle end of dly 1999
amounted to $7.7 billion.
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