
 
B.C. BUDGET 2014/15 
REPORT  & ANALYSIS 

FH VANCOUVER 
FEBRUARY 18, 2014 

BC BUDGET REPORT 
BC BUDGET & FISCAL PLAN 2014/15 

“Balanced Budget maintains discipline, supports economic growth and job creation”, 
Hon. Michael De Jong, Q.C. 

 

A combination of spending restraint and modest economic growth contributes to fiscal balance 
and allows government to make targeted investments. B.C., together with Saskatchewan, are the 
only two Canadian provinces to balance budgets this year. 

Analysis  

Celebrated as a balanced budget that provides for economic growth, Budget 2014/15 offers a 
cautious approach to spending, growth forecasts and tax measures.  Maintaining fiscal balance will 
require some fee increases, negligible increases to public sector wages and benefits, restraint in the 
size of the public sector, and continued growth of the provincial economy. An increasing challenge 
will be the lowering of the “cost curve” in overall healthcare and social sector funding. In healthcare, 
restraint pressures will largely fall to the health regions and require holding the line on non-labour 
expenditures. Overall, the health budget will increase, but line items, such as Pharmacare spending, 
are likely to go down.   

Risks to the Budget forecast are largely tied to the performance of global markets and commodity 
prices and the government’s ability to follow through with cost reductions in government 
operations, sell assets and to follow through on matters such as the Core Review of all government 
programs. Estimates for the price of natural gas were revised slightly higher as a result of an 
independent assessment of the government’s revenue forecasts. No revenue from proposed LNG 
developments in the province is contained in the plan, but a LNG tax framework is included.  

Introduced approximately one year after the election, the budget follows through on the 
government’s central re-election campaign commitment: to balance the budget for the term of 
office. Given B.C.’s approach to three year budget forecasting, B.C.’s books are essentially in balance 
up until the government seeks re-election in 2017. The budget helps reinforce the government’s 
narrative of being effective fiscal managers. It also foreshadows a longer term plan of governing 
whereby significant tax cuts, debt reduction or spending will be unlikely. 

Summary 

Budget 2014 shows a surplus of $175 million for the 2013/14 year, representing a significant 
turnaround from the $1.2 billion deficit of two years prior. The forecasted surplus is calculated on a 
total budget of $44.8 billion in 2013/14. A surplus of $206 million is projected in 2015/16 and $451 
million in 2016/17 on revenue growth expected to average 2.6 per cent over the three year period.  
Total expense growth over the same period is forecast at 2.2 per cent.  

The Fiscal Plan includes contingencies of $225 million in 2013/14 and $255 million in both 2014/15 
and 2015/16. The Fiscal Plan includes forecast allowances of $200 million in 2013/14, increasing to 



 

 2 

$325 million in each of 2014/15 and 2015/16 on revenues of $45 billion in 2014/15 and $46.4 billion 
in 2015/16.  

This Budget forecasts economic growth slightly higher than projections contained in last year’s 
Budget. The government forecasts B.C.’s economy to grow by 2.0 per cent in 2014, 2.3 per cent in 
2015, and 2.5 per cent in 2016. In close step with growth projections, forecasted spending increases 
over the three-year period are modest (near even with the rate of inflation), suggesting little room 
for significant new spending commitments or errors, absent of additional new tax measures. 

Budget 2014/15 includes no significant increase in taxes although a framework for an LNG income 
tax regime was introduced (see description below). Tax measures include a total of $181 million in 
expenditures tied to the B.C. Early Childhood Tax Benefit, extension of the Scientific Research and 
Experimental Development Tax Credit, and an increased threshold for exemption from property 
transfer tax under the First Home Buyers Program. 

Total provincial debt is forecast to be $64.7 billion in 2014/15, $66.9 billion in 2015/16 and $68.9 
billion in 2016/17.  The debt-to-GDP ratio will peak at 18.5 per cent by 2014/15 and decline to 17.8 
per cent in 2016/17.  

Taxpayer-supported capital spending is estimated to total $11 billion over the next three years. The 
majority of this spending is earmarked for schools and health facilities. An estimated $3.4 billion is 
targeted for transportation investments. The large majority of self-supported spending by Crown 
agencies will be conducted by BC Hydro with increases in capital spending forecast in 2014 and 
2015/16. Projects such as the Port Mann Bridge/Highway 1 redevelopment are largely complete 
with associated spending declining as a result.  

Aggregate spending increases are almost exclusively dedicated to healthcare, although the historical 
increases of the past have leveled off. The Ministry of Health Services’ budget will increase by $2.5 
billion from 2013/14 levels over three years. Total health spending will reach $19.6 billion or 42 per 
cent of all government expenses by 2016/17. This represents a 2.5 per cent annual increase in health 
spending. Block funding to schools (K-12) remains mostly unchanged from last year, at $5.3 billion 
and will remain at this level annually through 2016/17. Social development spending will also remain 
flat over the three year budget period at approximately $2.5 billion.   

The Budget introduces new measures, including: 

 $29 million over three years to support the development of LNG by increasing the 
resources for processing regulatory and permitting requirements; 

 A new B.C. Childhood Tax Benefit will provide $146 million annually to 180,000 families 
with children under the age of six; 

 $243 million over three years to maintain existing services for Community Living B.C. to 
support adults with developmental disabilities; 

 $15 million over three years for increased RCMP policing costs; 
 $6 million over three years for legal aid services; 
 $15 million over three years for children and youth with special needs; 
 $9 million over three years to support the BC Environmental Assessment Office  to 

assess the impacts of proposed LNG facilities and pipelines, mining and other major 
projects including oil pipelines; 

 Increasing the threshold for the $7,500 exemption for first-time home buyers from 
$425,000 to $475,000; 

 $11 billion over three years in capital investment in health-sector, K-12 education, post-
secondary education and transportation infrastructure; 

 $5 million over five years to help grow the province’s aerospace sector; 
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 $12 million in silviculture and reforestation, specifically in regions affected by pine 
beetles; 

 Funding ($76 million) over three years for the creation of new childcare spaces; 
 Renewed B.C. Training and Education Savings Grant, a one-time $1,200 grant toward a 

child’s Registered Education Savings Plan, and 
 Amendments of the Film and Television Production Regulation to include the Capital 

Regional District in the Distant Location Tax Credit – this applies to productions with 
principal photography beginning on or after February 19, 2014. 

 
The Budget also includes the following tax and revenue increases:  

 A new $0.32 tax on each cigarette pack and  
 The framework for a new two-tier tax regime on LNG facilities in B.C. to be introduced 

into legislation later this year. 

Budget Highlights 

The government’s balanced budget plan constrains spending growth to an annual average of 2.2 per 
cent over the next three years, while continuing to spend modestly in health and leveling off 
expenditures in areas such as education services. 

Key elements of the Budget include:  

Healthcare 

The Ministry of Health budget will increase $2.5 billion over three years, a 2.6 per cent annual 
increase. Total health spending by function will reach $19.6 billion, or more than 42 per cent of all 
government expenses by 2016/17. Budget 2014/15 mentions B.C.’s leadership in health outcomes 
several times over. MSP Premiums are expected to rise by four per cent.  

The Government has committed in principle to work with the Canadian Cancer Society and other 
partners to implement smoking prevention programs that will be partially funded by the new $0.32 
cigarette tax.  

K-12 Education and Early Childhood Education 

Education funding will remain the same as projected in Budget 2014/15.  

The new BC Early Childhood Tax Benefit will provide $146 annually to approximately 180,000 
families with children under the age of six. $17.7 million will support the creation of up to 1,000 new 
licensed child care spaces with an emphasis on spaces located on school grounds, as well as the 
development of a provincial child care registry.  

 

The Learning Improvement Fund (LIF), which assists vulnerable learners, will be increased from $60 
million to $75 million annually. 

Announced in 2006 and modified in Budget 2013/2014, the B.C. Training and Education Grant 
provides a one-time $1,200 grant to each child’s RESP when they turn six.  
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Post-Secondary Education 

The Budget’s funding for post-secondary education remains unchanged; however a new 10 year 
skills training plan is anticipated in the coming months. There will not be new monies in this plan in 
the short-term; instead a restructuring of current funding is expected.  

Housing 

Budget 2014/15 allocated an additional $58 million over the next three years for the BC Housing 
Management Commission (BC Housing). The BC Government will invest $150 million over the next 
five years, in a cost-sharing partnership with the Federal Government, to help create more 
affordable housing options.   

The threshold for the $7,500 exemption for first-time home buyers has increased from $425,000 to 
$475,000. 

Carbon Tax and Offsets 

With the Pacific Carbon Trust’s transition into the Government, Budget 2014 provides $7 million 
annually starting in 2015/16 to purchase carbon offsets for the public sector. The public sector will 
continue to pay $25 per tonne to general revenue; whereas K-12 education’s $25 per tonne will go 
directly toward capital improvements.  

There was no mention or plan for carbon tax relief for energy intensive, trade exposed industries 
such as oil refineries and the cement industry. Carbon tax rates will not be increased and will be 
maintained at $30 per tonne of CO2. The carbon tax base will not be expanded or broadened to 
include industrial process or other non-combustion emissions. Budget 2014 will provide an 
incremental $1 million over three years for the Greenhouse Carbon Tax Relief Grant program.  

Liquefied Natural Gas Development – Spending and Taxation 

Budget 2014 includes spending measures and a framework for an LNG tax regime to be introduced 
in legislation later this year. 

LNG Spending 

Budget 2014 provides $29 million over three years to support the development of a 

LNG industry in B.C. Additional resources are dedicated to the province’s LNG strategy for the 
purposes of development and growth of the industry. $29 million is provided and divided among the 
Ministries of Aboriginal Relations and Reconciliation; Environment; Forests, Lands and Natural 
Resource Operations; and Natural Gas Development to attract investments to B.C. and to support a 
stable and predictable environment for investment decisions. 

The funding will facilitate coordinated processing of the province’s regulatory and permitting 
requirements.   

Incremental funding is provided for LNG development related to costs such as: 

 A government taskforce to provide overall strategic policy direction and engagement 
with LNG proponents and other stakeholders; 
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 First Nations engagement, consultation and negotiations to complete agreements that 
support LNG development; 

 Engagement and consultation with industry, community and other stakeholders, and 
 Activities related to land disposition, parks and protected areas management, and 

environmental stewardship. 

LNG Tax Regime 

The Province intends to introduce legislation later this year to introduce an income tax regime for 
the LNG industry, applicable to income from liquefaction of natural gas at LNG facilities in B.C. The 
two tier tax regime will operate as follows: 

 The tier 1 tax rate of 1.5 per cent, applied at the commencement of production, applies 
to an operator’s net proceeds (revenue less expenses).  Once paid, this tax can be 
deducted from the tier 2 tax. 

 Net income for purposes of the tier 2 tax will be net proceeds less up to 100 per cent of 
the capital investment account (as described below). As such, the tier 2 tax rate is not 
effective until the capital investment account is depleted. 

 
The costs associated with constructing an LNG facility – a plant built to liquefy natural gas - will form 
the basis of the capital investment account. It typically includes gas purification and liquefaction 
systems, together with storage tanks and marine loading systems. An LNG facility may also include 
support functions for the liquefaction process such as control rooms, material and equipment 
warehousing, maintenance shops and infrastructure facilities. 

A review of the tier 2 tax rate and specific tax features will continue until the legislation is introduced 
later this year. Global and local economic conditions will be considered as the Province finalizes the 
key components of the proposed LNG tax regime. 

The following provides an example of how the proposed forthcoming LNG tax regime could work: 

 Assuming a new LNG plant in B.C. will produce 12 million tonnes of LNG per year and 
earn constant profits over 10 years and  

 Assuming that production of LNG at that facility begins in year one,  
 The tier 1 tax rate will apply in the first three years only.  
 Beginning in year four, once the proponent has deducted its capital account the tier 2 

tax rate will apply.  
 The amount of the tier 1 tax paid is eligible to be used as a credit against the tier 2 tax in 

years 4 and 5.  
 In year 6 and thereafter, the tax credits for taxes paid in earlier years will have been 

used and the full tier 2 tax will be in effect. 
 

The following types of income generated from the liquefaction of natural gas will be subject to the 
LNG tax regime: 

 Sale of liquefied natural gas and 
 Rents and fees payable for the use of a LNG facility; and fees for processing natural gas 

at a LNG facility. 
 

The LNG tax regime will apply to all LNG facilities in the province regardless of whether the LNG is 
exported or for domestic use. 
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It is anticipated the key components of the legislation will be ready for introduction in the fall of 
2014 (e.g. tax rates and specific features). Remaining legislative components, such as administration 
and enforcement, are planned for introduction in 2015. 

Capital Spending 

The Province presented $11 billion in capital investments over the next three years in 
transportation, K-12 education, post-secondary education and health care infrastructure. An 
additional $6.6 billion will be invested into capital construction by Crown Corporations.  

Capital spending plans include: 

 $1.5 billion invested into the maintenance, replacement, renovation, expansion, and 
seismic upgrades of K-12 schools and facilities. These include seismic upgrades to Lord 
Strathcona (Vancouver) and Ecole Phoenix Middle School (Campbell River), and building 
of the new Mar Jok Elementary (West Kelowna), Okanagan Mission Secondary 
(Kelowna); 

 $2.3 billion for post-secondary institutions, including: a new 1800 student campus for 
Emily Carr University at Great Northern Way; support for research infrastructure 
through the BC Knowledge Development Fund, and skills training support for Camosun 
College Trades Renewal, Okanagan College Trades Expansion and NorKam Secondary 
Trades and Technology Centre of Excellence; 

 $2.6 billion for the redevelopment of Children’s and Women’s Hospital, completion of a 
new Surrey Memorial Hospital Emergency Department, the construction of two new 
hospitals in Courtenay/Comox and Campbell River, a new clinical services building for 
Royal Inland Hospital in Kamloops, construction of a the new Joseph and Rosalie Segal 
Family Health Centre, and the completion of 60 inpatient beds at Vernon Jubilee 
Hospital, and 

 $3.4 billion in transportation infrastructure, including: replacement of the George 
Massey Tunnel, and Okanagan Valley corridor and Cariboo Connector programs. 

 

 

 


