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Expenditure Per Capita
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Net Debt Per Capita
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Debt Costs as a Percent of Revenue
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Expenditure and Revenue Per Capita
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NL not adjusting to changed fiscal circumstances




Expenditure and Revenue Per Capita
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Per Capita — Including Local Government
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Per Capita expenditures by function, 2017
Provincial-Local Consolidated Government by Function
Total spending per capita shown in horizontal axis label

W General public services M Public order and safety

B Economic affairs Environmental protection
M Housing and community amenities M Health

W Recreation, culture m Education

m Social protection

1,685 2- ' 1,9458 1,684 1 130f 1,394

13,679 16,662 12,959 13,921 14,432 14,333 12,820 14,177 15,071 15,063 12,222
Canada NL PE NS NB PQ ON MB SK AB BC

Table: 10-10-0005-01 (formerly CANSIM 385-0041) 8



Select Per Capita Expenditures
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Atlantic Accord
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Note Clause 6¢ — Canada and Newfoundland and Labrador shall conclude discussions on
the improvements under the Accord Acts within two (2) years of the Effective Date, or
within such timeframe as agreed to by the parties, to deepen joint management in
areas such as land tenure, worker safety, regulatory efficiency and regulator
modernization

The things negotiated were not part of the Atlantic Accord and the things that were
part of the Atlantic Accord were not negotiated

While we got a $1.9 billion surplus and a reduction in net debt, we should think of Billlo
C69 and the Atlantic Accord and then think about regulatory efficiency



NL Bonds Outstanding

$25,000

NL has $23.2 B in bonds outstanding as of Feb 2019

$20,000

$15,000

$10,000

$5,000

mmmm Direct Bonds Qutstanding mmmm Guaranteed Bonds Qutstanding

= Total Bonds Outstanding Data source: CANSIM Table 10100130

While Net Debt has fallen to $13.8 B because of accrual based budgeting and the
Atlantic Accord, we still have in excess of $23.2 B in outstanding bonds and plan to
borrow another $1.2 B with the current budget



Credit Rating
-“

AA(high)

Alberta AA(negative) A+ Aa1(negative) Aa2(negative)
Saskatchewan AA AA Aaa Aal
Manitoba A(high) A+ Aa2 A1
Ontario AA(low) A+ Aa3 A2
Quebec A(high) AA- Aa2 A1

New Brunswick A(high) A+ Aa2 A1
Nova Scotia A(high) AA- Aa2 Aa3

PEI A(low) (positive) A Aa2 Al
Newfoundland A(low) A Aa3(negative) A2(negative)

Moody’s has two ratings: the public measure is JDA, which stands for Joint Default Analysis,
that is, the implied support from the Federal government, and BCA stands for Baseline
Credit Assessment — the Province on a stand-alone basis. There is typically a two notch
upgrade from BCA to JDA.

We should start thinking about how we are going to deal with these issues 12



10 year Credit Spreads Relative to Ontario
for the last Five years for Atlantic Canada

NS-ONT 10-yr Spread 45

Recently, there is a noticeable deterioration of the credit spreads
NL has borrowed 1.425 B or $1.4 expected in 2018-19 - $1.2 B planned for this budget

NB had $67 M surplus in 2017-18, forecast $4.5 surplus in 2018-19 & $23 M surplus in

2019-20, but no improvement in credit spreads on the improved fiscal plan
13



Rate Mitigation Plan

* Neededin 2021 §725.9 M
* Holyrood net fuel saving -$178.2 M
* NL Hydro surplus energy -$40.1 M
* Nalcor dividend -5200.0 M
* Organizational Change -520.0 M
* Assume lower MF O&M cost -$12.0 M
* |solated Diesel -S7.4 M
* Fuel Switching/Electrification -$15.0 M
* Add Value to energy surplus -S35.5 M
* Holyrood Performance Credit (carbon credits) -S8.7 M

 Collaborate with Government of Canada -S200 M ??2?2??



Requires a 1% increase in revenue and 5.6% drop in expenditure relative to 2018-19

seem ambitious

Assumed oil price is $65 and exchange rate and assumed 76.5 US/CDN exchange rate

seem reasonable

Budget Plan

$12,000
$10,000 /A\

$8,000 > ~ ——

$6,000

$4,000

$2,000 PTAT

e s
% _-” ~ R
- - T T - _— I- -----------
2018-19 2019-20 2008 2021-22 2022-23
-$2,000
—— REVENUE = Expenditure = === Deficit

2018-19 2019-20 2020-21 2021-22 2022-23
Revenue $7,751.0 $10,350.0 $7,452.0 $7,788.0 $7,831.0
Expenditure $8,273.0 $8,425.0 $8,238.0 $8,088.0 $7,808.0
Deficit -$522.0 $1,925.0 -$786.0 -$300.0 $23.0
-$575.0

15



Budgetary Revenue
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Taxation
$3,922,619
37.9%
Investment
Other Federal $Z)4_}Z/36
Sources wwd
$601,185 Fees and Fines
5.8% $353,448
3.4%
Offshore
Royalties
$1,129,345
10.9%
Health and Social Government
Transfers Business Enterprises
$769,231 $446,495
7.4% Atlantic Accord Other Provincial 4.3%
$2,501,239 Sources
24.2% $551,544
5.4%

v

[

We better hope that offshore oil is successful and Bill C69 is somehow amended to
our benefit. Otherwise, our ability to provide the goods and services is constrained



