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- Report of the Auditor General
of British Columbia

ONTHE
SUMMARY FINANCIAL STATEMENTS
OF THE GOVERNMENT OF THE
PROVINCE OF BRITISH COLUMBIA

To the Legislative Assembly
of the Province of British Columbia

I have audited the balance sheet and the statement of net liabilities of the Government of the
Province of British Columbia as at March 31, 2001, and its statements of operations and of
changes in cash and temporary investments for the year then ended. These financial statements
are the responsibility of the Government. My responsibility is to express an opinion on these
financial statements based on my audit.

I conducted my audit in accordance with Canadian generally accepted auditing standards. Those
standards require that I plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by the
Government, as well as evaluating the overall financial statement presentation.

As required by the Auditor General Act, 1 advise Members of the Legislative Assembly these
financial statements are presented in accordance with the stated accounting policies and on a
basis consistent with that applied to the comparative amounts of the preceding year. In addition,
I advise that I have been provided all of the information I required.

Reservation

In note 1 to these financial statements, the Government reports that its stated accounting policies
are not fully consistent with generally accepted accounting principles for senior governments as
recommended by The Canadian Institute of Chartered Accountants. Consequently, these
financial statements do not include the complete planned and actual financial results of school
districts, universities, colleges and institutes, public health care organizations, and regional
hospital districts.
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REPORT OF THE AUDITOR GENERAL
OF BRITISH COLUMBIA ON THE
SUMMARY FINANCIAL STATEMENTS
OF THE GOVERNMENT OF THE
PROVINCE OF BRITISH COLUMBIA

Had a complete accounting been provided as at March 31, 2001, (as disclosed in note 1c¢), total
assets would increase by $5,259 million ($4,724 million at March 31, 2000), total liabilities
would increase by $2,426 million ($1,989 million at March 31, 2000), and the net deficiency
would decrease by $2,833 million ($2,735 million at March 31, 2000). Similarly, for the year
ended March 31, 2001, total revenues would increase by $1,874 million ($1,882 million for
2000), total expenses would increase by $1,776 million ($1,893 million for 2000), and the annual
surplus would increase by $98 million (decrease by $11 million for 2000).

In these financial statements, the Government has placed lesser emphasis on its “net liabilities”
by providing this key indicator of financial position in a separate statement rather than reporting
it as an integral part of the Government’s balance sheet, as recommended by The Canadian
Institute of Chartered Accountants.

Opinion

In my opinion, except for the effects of my reservation explained in the preceding paragraphs,
these financial statements present fairly, in all material respects, the financial position of the
Government of the Province of British Columbia as at March 31, 2001, the results of its
operations and the changes in its cash and temporary investments for the year then ended, in
accordance with generally accepted accounting principles for senior governments as
recommended by The Canadian Institute of Chartered Accountants.

Victoria, British Columbia Wayne Strelioff, CA
June 8, 2001 Auditor General

@ Auditor General
o’

of British Columbia



Statement of Responsibility
for the Summary Financial Statements
of the Government of the Province of British Columbia

R esponsibility for the integrity and objectivity of the Summary Financial Statements of the Gov-
ernment of the Province of British Columbia rests with the government. These financial state-
ments are prepared by the Comptroller General under the direction of Treasury Board, in
accordance with the government’s stated accounting policies. The fiscal year of the government is

from April 1 to March 31 of the following year.

To fulfill its accounting and reporting responsibilities, the government maintains systems of fi-
nancial management and internal control. These systems give due consideration to costs, benefits
and risks, and are designed to provide reasonable assurance that transactions are properly authorized
by the Legislative Assembly, are executed in accordance with prescribed regulations and are properly
recorded. This is done to maintain accountability of public money and safeguard the assets and prop-
erties of the Province of British Columbia under government administration. The Comptroller Gen-
eral of British Columbia maintains the accounts of British Columbia, a centralized record of the
government’s financial transactions, and obtains additional information as required from ministries,

agencies and Crown corporations to meet accounting and reporting requirements.

The Auditor General of British Columbia provides an independent opinion on the financial
statements prepared by the government. The duties of the Auditor General in that respect are con-

tained in section 10 of the Auditor General Act.

Annually, the financial statements are tabled in the Legislature as part of the Public Accounts,
and are referred to the Select Standing Committee on Public Accounts of the Legislative Assembly.
The Select Standing Committee on Public Accounts reports to the Legislative Assembly on the results
ofits examination together with any recommendations it may have with respect to the financial state-

ments and accompanying audit opinions.

Approved on behalf of the Government of the Province of British Columbia:

iy 4 G

{ COLLINS
Chair, Treasury Board



PUBLIC ACCOUNTS 2000/01

Summary Financial Statements

Balance Sheet
as at March 31, 2001

Assets

Cash and temporary inVestments ...........cccoouviiiviiiiiiiniiin
Warehouse Program investments............cocooviiiiiiiiiiiniiiiii
Accounts receivable ...
INVENTOTIES . .cuviiiiiiiicicccc s
Due from other gOVernments ...........ccocooieiiiiiiiiiiiiccc
Due from self-supported Crown corporations and agencies ......................
Equity in self-supported Crown corporations and agencies.............c..........
Loans, advances and mortgages receivable............ccccocooviin
Other INVESIMENES .....cooiviiiiiiiiii s
Loans for purchase of assets, recoverable from agencies............ccccceeeeenin.
OLRET ASSELS oottt
Prepaid capital advances...........cooviiiiiiiiiiiiiii
Tangible capital ASSELS.......cooiiiiiiiiiiiiiiiii

Liabilities and Net Equity

Accounts payable and accrued liabilities ...
Due to other gOVErNMENtS. ... ...cc.ooiiiiiiiiiicec e
Due to Crown corporations, agencies and funds.............ccceoiviiiinnnnnn
Deferred reVenue .........coooiiiiiiiiiic
Unfunded pension Habilities ...........cccoivviiiiiiiiiiii
Taxpayer—supported debt.........cccooiiiiiiiiiiiii
Self—supported debt.........ccoccooiiiiiiiiiiii

Net equity (defiCiency) ....ccooviiiiiiiiiiiiiiii

Net Habilities. ....covoiiiiiiiii
Contingencies and COMMIIMENES ......oouiiiiiiiiiiiiiiii i

25
In Millions
Note 2001 2000
$ $
3 554 1,569
4 1,312 1,320
) 2,802 2,353
...... 6 305 245
7 229 271
8 422 417
...... 9 3,001 2,742
...... 10 574 382
...... 11 252 299
...... 12 7,437 7,530
...... 13 339 340
...... 14 6,905 6,517
...... 15 10,985 10,244
35,117 34,229
...... 16 3,119 2,924
...... 17 104 103
...... 18 71 82
...... 19 580 527
...... 20 1,477 2,053
...... 21 24,619 24,794
...... 22 8,619 8,711
38,589 39,194
...... 94 (3,472)  (4,965)
35,117 34,229
...... 25 21,362 21,726
...... 26

The accompanying notes and supplementary statements are an integral part of these financial statements.

Comptroller General
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Summary Financial Statements

Statement of Operations

for the Fiscal Year Ended March 31, 2001

Revenue

Taxation (NOLE 27) couviviiiuieiiiiieiieieeeiesie ettt ettt ess e ssa s sae s esseenees
INQLUTAL TESOUTCES .nvtieeiiiieeiiieeiiie ettt ettt e ettt e et e st e et e et eenaeeeenee
Fees and JICEMCES. ..couuiiiiiieiiii et
Investment earnings (NOLE 27) ......ccccivieiririirieinieieiieeeeeeeceeeeeeeas
MISCEIIANICOUS ..ttt ettt ettt
Net earnings of self-supported Crown corporations and agencies (Note

Contributions from the federal government ...
RECOVETIES ..o

TOtAl FEVEIIUE .ottt

Expense

Health (NOTE 28) .iiiiiiiiiiieeiiiiee ettt e e e e e ebree e e e araeaeens
SOCIAl SEIVICES ...viviiiiiiiiiiiiiii
Education (NOLE 28) ..iiiiiieiiiieeeee et e e e e e e e e e
Protection of persons and property.........ccccccecviiiiiiiiiiiiiiniiiiciiccee,
Transportation (NOte 28) .......ccciiviiiiiiiiiiiiiiiiiic e
Natural resources and economic development ...........ccoccooeeeviiiiincinnn.

General GOVEINIMENT.......ociiiiiiiiiiii i
INterest (NOLE 28) iiiiiiiiiiiiiiiie et e et e e e e et eeeens

Operating expense before loss on pension settlement (Note 28)...........

Less: forecast alloOWanCe .. .uuuuuuiieiiieeiieeiiiiiiiiece e

Less: 1oss on pension settlement (Note 33) ........ccoviiiiiiiiiiiiiiinine,

Surplus (deficit) for the year compared to Estimates adjusted for pen-
sion accounting chang@e ..........ccccooviiiiiiiiiiiiiii

Less: impact of pension accounting policy changes not anticipated in
original Estimates (Note 30) .......ccocovviiiiiiiiiiiiiii

Surplus (deficit) for the year compared to original Estimates total........

In Millions

2001
Estimates 2001 2000
(Note 30) Actual Actual
$ $ $

13,581 14,315 13,734
2,696 4,181 2,821
1,975 2,025 1,965
106 294 198
407 877 566
2,350 1,725 1,295
2,800 2912 2,704
1,087 1,510 1,311
24,952 27,839 24,594
8,306 8,985 8,082
3,761 3,263 3,115
6,158 6,436 6,050
1,318 1,227 1,229
1,505 1,546 1,684
1,578 1,791 1,438
689 761 784
244 407 403
2,003 1,873 1,769
25,562 26,289 24,554

300

52

(910) 1,498 40

368
(1,278) 1,498 40

The accompanying notes and supplementary statements are an integral part of these financial statements.
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Summary Financial Statements
Statement of Changes in Cash and Temporary Investments
for the Fiscal Year Ended March 31, 2001

Operating Transactions

Surplus for the year ...
Non-cash items included in surplus:
Amortization of tangible capital assets............ccccocvvininnn.
Amortization of prepaid capital advances..............ccocooeenn.
Amortization of public debt deferred revenues and de-
ferred charges ........cccocviviiiiiiiiiii
Concessionary loan adjustments increases (decreases) .......
Valuation adjustments........cccoevviiiiiiiiiiiiniiiicii e
Net earnings of self-supported Crown corporations and
AZEIICICS 1.t
Unfunded pension liability (decreases) ..........cccocovvivininnnnnn.
Transfer of highways to municipalities..............cccocoeinininn
Accounts receivable (INCreases) .....coovvvvvrrvieieeeeeeeiiiiciirrireeeeeenns
Due from other governments decreases...........cccoceeeveuiiciennnnne
Due from self-supported Crown corporations and agencies
(IICT@ASES) ettt e e e e et aa e
Accounts payable INCreases..........cocovvviiiiiiiniii
Due to other governments (decreases).........c.cccocvvvviiiiiiiniinns
Due to Crown corporations, agencies and funds increases (de-
CTEASES) wuvvvrrrrrrreeeeeeesssassnnssrreeeeeeeeesassssssssssssseeeeeesssssssssssssneaeeeeens
Items applicable to future operations (decreases)...................
Contributions of self-supported Crown corporations and
AGEIICICS 1ottt

Cash derived from Operations ...........ccceveeviiiciiiniiiiniiccee

Investing Transactions

Tangible capital assets—net (ACqQUISILIONS) ...c.eevvvivvriiuiiiniiinnnns
Loans, advances and mortgages receivable—net (issues) .......
Investment in self-supported Crown corporations and agen-

CIES (INCTEASES) .eeeeeiiiiiiiiiiieeeeeeeeeeeeeitir e e e e e e e e e e e eetaraaareeeeaens
Other investments—net decrease (inCrease) ...........cccvvveeeenn...
Prepaid capital advances (inCreases) ........cccovvvveviiiiniincinns

Cash (used for) INVEStMENtS .........ccoeveeiiiiiiieieeeeeeeeeeeciiieeeeenee

Total financing (requirements) .........occocveveeviviiiiinieiiiieneennns

In Millions
2001 2000
Disburse—
Receipts ments Net Net
$ $ $ $
1,498 40
521 492
363 337
30 38
1 (2)
52 392
(1,725) (1,295)
(576) (340)
10
(432) (321)
44 15
(5) (16)
131 266
(16) (41)
(11) 15
(13) (68)
1,567 1,485
1,429 1,007
51 1,234 (1,183) (1,243)
46 220 (174) (87)
24 (24) (50)
47 47 (73)
751 (751) (716)
144 2,229 (2,085) (2,169)
(656) (1,162)
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Summary Financial Statements

Statement of Changes in Cash and Temporary Investments
for the Fiscal Year Ended March 31, 2001 —Continued

In Millions
2001 2000
Disburse—
. Receipts ments Net Net

Financing Transactions $ $ $ $
Public debt increases (deCreases).......oovveeveivveecreeeeeeveeeereeeneeans 17,668 18,242 (574) 2,198
Derived from (used for) Warehouse Program investments..... (2,144) (2,153) 9 (663)
Derived from loans for purchase of assets, recoverable from

AZENICICS .t (5,221) (5,426) 205 388
Cash derived from (used for) financing ...........cccceceeineninins 10,303 10,663 (360) 1,923
Non—C%sh Transactions included on the Balance

Sheet
Fiscal agency loan receivable decreases ...........cccccoeveiiiiinnnnne. 182
Taxpayer—supported debt (increases) .........ccocovvvviiiiiinninnns (214)
Self—supported debt decreases ............cccoeviviiiiiiiiiiiniiinii, 32
Assets of 552513 British Columbia Ltd. ..........ccoovveiiiiiiiinnn.e. (168)
Liabilities of 552513 British Columbia Ltd. ..........ccceveeeeiinnnnnns 194
Equity adjustments ..........ccccooiiviiiiiiiiiiiiiiiccececee e (25)

1

Increase (decrease) in cash and temporary investments......... (1,015) 761
Balance—beginning of year...........ccccccooeviiiiniiiiii 1,569 808
Balance—end of year ...............cccccccoiiiiiiiii 554 1,569

}Financing transaction receipts are from debt issues and disbursements are for debt repayments.
Includes net cash impact resulting from change in accounting for 552513 British Columbia Ltd.

The accompanying notes and supplementary statements are an integral part of these financial statements.
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PUBLIC ACCOUNTS 2000/01
Summary Financial Statements
Statement of Net Liabilities
as at March 31, 2001
In Millions
Note 2001 2000

Net liabilities represented by: $ $
Net deficiency—end Of YEAr .....c.ceciririiveiiininieieiieeeceeee e 24 3,472 4,965
Prepaid capital advances..........c.ocoviiiiiiiiiiiii 14 6,905 6,517
Tangible capital assets........ccooiiiiiiiiiiiiiiiiii 15 10,985 10,244
Net liabilities—end of year...........cccoooviiiiiiiiiiiiiicce e 25 21,362 21,726
Calculation of net liabilities:
T OAL ASSELS .o e et 35,117 34,229
Prepaid capital advances...........cccooviiiiiiiiiiiiiiiii (6,905) (6,517)
Tangible capital @SSELs........ccueviiiiiiiiiiiiiic (10,985) (10,244)
FINANCIAL ASSEES vttt e eeeae e 17,227 17,468
LAADIIITIES ©vveeevvieieiiie ettt ettt ettt et e e et e et e et e e et e e sareeeeareeeeaseeaans 38,589 39,194
Net liabilities—end of year.................cccocooiiiiiiiiii 21,362 21,726

The accompanying notes and supplementary statements are an integral part of these financial statements.
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Notes to Summary Financial Statements
for the Fiscal Year Ended March 31, 2001

1. Significant Accounting Policies

(a) REPORTING ENTITY

These financial statements include the accounts of organizations which are accountable for the administra-
tion of their financial affairs and resources either to a minister of the government or directly to the Legislature,
and are owned or controlled by the government. Accountability to a minister or directly to the Legislature, for
purposes of the reporting entity, does notinclude those entities that are part of a province-wide program yet are
locally based and have an initial accountability to a local board.

The reporting entity also includes government partnerships.
Alistof organizationsincluded in these consolidated financial statements may be found on pages 61 and 62.

Trusts administered by the government or a Crown corporation or agency are excluded from the reporting
entity.

(b) PRINCIPLES OF CONSOLIDATION

Taxpayer—-supported Crown corporations and agencies are consolidated with the Consolidated Revenue
Fund using the full consolidation method. The government’s interests in government partnerships are recorded
on a proportional consolidation basis.

Self-supported Crown corporations and agencies and government business partnerships are consolidated
with the Consolidated Revenue Fund on the modified equity basis of consolidation.

The definitions of these consolidation methods can be found on page 15.

No adjustments are made for Crown corporations and agencies whose fiscal year—ends are different from
the government’s fiscal year—end of March 31, unless the effect of an adjustment would be significant to the con-
solidated operating result.

(c) BASIS OF ACCOUNTING

The government’s Summary Financial Statements are prepared in accordance with the generally accepted
accounting principles for senior governments as recommended by the Public Sector Accounting Board (PSAB)
of the Canadian Institute of Chartered Accountants, with the following exceptions:

(i)Reporting entity—PSAB recommends that the reporting entity comprise all organizations that are
accountable for the administration of their financial affairs and resources either to a minister of the
government or directly to the Legislature, or local government council, and are owned or controlled
by the government. The government does not include schools, universities, colleges and institutes,
and health care organizations (SUCH sector) in its reporting entity; it is the government’s position
that these entities are directly accountable to independent bodies

(ii) Prepaid capital advances—PSAB recommends that government transfers be expensed in a govern-
ment’s financial statements in the period that the events giving rise to the transfer occurred, as long
as the transfer is authorized, eligibility criteria are met and a reasonable estimate of the amount can
be made. Transfers to schools, universities, colleges and institutes, and health care organizations
that are for the acquisition of tangible capital assets are not expensed in the year they are issued;
rather, they are treated as a prepaid expense and amortized over the life of the tangible capital assets
acquired with the advances
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Notes to Summary Financial Statements
for the Fiscal Year Ended March 31, 2001 —Continued

1. Significant Accounting Policies—Continued

(iii) Expense basis of accounting—PSAB recommends that when a governmentreports expenses and tan-
gible capital assets in its financial statements, tangible capital assets should be reported as a compo-
nent of net liabilities (as shown in the Statement of Net Liabilities, see page 29). In addition, the
Statement of Operations should provide a reconciliation of the expense—-based surplus or deficit to
the change in net liabilities. The government reports tangible capital assets directly on its Balance
Sheet; they are included in total assets in calculating the “net equity”. The Statement of Operations is
prepared on the expense basis, butis notreturned to the expenditure basis of accounting to provide
areconciliation of the change in netliabilities. The Statement of Net Liabilities provides a reconcilia-
tion of the change in net liabilities to the annual operating result.

The following table provides the impact to the province’s financial statements if the accounting policies
were changed to conform to PSAB.

In Millions
Assets Liabilities Net Equity Revenue Expense Surplus
$ $ $ $ $ $
Inclusion of SUCH sector and expensing pre-
paid capital advances...........ccccoceoeveincnnnen. 5,259 2,426 2,833 1,874 1,776 98
Change from expense to expenditure basis of
ACCOUNTING ...eoviiiiiiiiiiicicic e (20,511) (20,511) 1,239  (1,239)

Increase (decrease) (15,252) 2,426 (17,678) 1,874 3,015  (1,141)

(d) SPECIFIC ACCOUNTING POLICIES

Revenue

All revenue is recorded on an accrual basis except when the accruals cannot be determined with a rea-
sonable degree of certainty or when their estimation is impracticable. The exception is corporation income
tax, which is recorded on a cash basis.

Government transfers are recognized as revenues in the period during which the transfer is authorized
and any eligibility criteria are met.

Tax credits/offsets are accrued on the same basis as the associated tax revenues and reduce gross taxa-
tion revenue but are not considered valuation allowances.

Expenses
The cost of all goods and services received during the year is recorded as expenses.

Interest expense is recorded net of sinking fund earnings.

Pension expense is calculated as the cost of pension benefits earned by employees during the year, in-
terest on the pension benefits liability net of pension plan assets and amortization of the government’s share
of any experience gains or losses, less contributions made by employees and other employers. The estimated
total cost of the government’s share of the plan amendments related to past service is expensed in the year
the plan is amended.
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Notes to Summary Financial Statements
for the Fiscal Year Ended March 31, 2001 —Continued

1. Significant Accounting Policies—Continued

Major types of government transfersinclude grants and contributions. Government transfers are recog-
nized as expenses in the period during which the transfer is authorized and any eligibility criteria are met.
This excludes transfers that meet the criteria for a prepaid capital advance. Present value discounts for con-
cessionary loans are expensed as the loan is issued.

Acquisitions of tangible capital assets and prepaid capital advances are recorded as assets and the costis
amortized over the useful life of the relevant tangible capital asset. Tangible capital assets not related to a
capitalized class of assets are expensed in the year of acquisition.

Assets

Assets are recorded to the extent that they represent cash and claims upon outside parties, items held
for resale to outside parties, a prepaid expense, deferred charge, prepaid capital advances or tangible capi-
tal assets acquired as a result of events and transactions prior to the year-end.

Financial Assets
Temporary and Warehouse Program investments include short-term investments recorded at the
lower of cost or market value.

Inventories include property which has been purchased, or for which development costs have been in-
curred, that is held for ultimate resale or lease to outside parties. Inventories are recorded at the lower of
cost or net realizable value.

Equity in self-supported Crown corporations and agencies represents the government’s investment
(including long—term advances) in those self-supported Crown corporations and agencies at cost, adjusted
for increases and decreases in the investees’ net assets.

Loans and advances are recorded at cost less adjustment for any prolonged impairment in value. Mort-
gages receivable are recorded at the principal amount less valuation allowance, are secured by real estate
and are repayable over periods ranging up to thirty years. Concessionary loans and mortgages are recorded
at net present value at issue. Valuation allowances are made when collectibility is considered doubtful.

Other investments are recorded at cost of acquisition (which may be adjusted by attributed income), or
estimated current value. Valuation adjustments are made when the value of investments is impaired.

Loans recoverable from agencies are recorded at maturity value less unamortized premium/discount
and sinking fund balances. Premium/discount is amortized on a constant yield basis.

Prepaid Capital Advances

Prepaid capital advances are provided to school districts, post-secondary educational institutions,
health organizations and other specified government organizations to fund capital asset acquisitions. The
province has an on—going claim on the assets of these organizations. Prepaid capital advances are amortized
over the useful life of the assets funded.

Tangible Capital Assets

Allsignificant tangible capital assets of government organizations and operations have been capitalized
with the exception of certain land thatis not associated with a capitalized class of asset. Non—capitalized tan-
gible capital assets are recorded at the nominal value of $1.
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Notes to Summary Financial Statements
for the Fiscal Year Ended March 31, 2001 —Continued

1. Significant Accounting Policies—Continued

Gains arising from the initial valuation and capitalization of the existing tangible capital assets are ac-
counted for as a component of accumulated equity.

Tangible capital assets are recorded at historical cost. Estimated costis used to record existing tangible
capital assets when actual costis unknown. The recorded cost, less the residual value, is generally amortized
over the estimated useful lives of the assets on a straight-line basis except for some transportation equip-
ment which is amortized using the sinking fund method.

Liabilities

All liabilities are recorded to the extent that they represent claims payable to outside parties as a result
of events and transactions prior to the year-end, including probable losses on loan guarantees issued by the
government, contingent liabilities when it is likely a liability exists and the amount of the liability can be rea-
sonably determined on an individual or portfolio basis, and unfunded pension liabilities.

Unfunded Pension Liabilities

Unfunded pension liabilities represent the unfunded portion of pensions to be provided to public sec-
tor employees. The percentage of the unfunded portion of certain statutory pension plans, which are
funded by the province, is included. The amount is calculated using the accrued benefit actuarial cost
method.

Changes in the unfunded liability for pension plans which arise as a result of estimation adjustments
due to experience gains or losses and changes in actuarial assumptions are amortized over the expected av-
erage remaining service life of the related employee group. Gains or losses arising as a result of plan amend-
ments are recognized in full in the year of amendment.

Public Debt

Public debt represents the direct debt obligations of the Province of British Columbia, including
borrowings incurred for government operating purposes, the acquisition of capital assets, for re-lending to
authorized government bodies and for borrowings in advance of future requirements under the Warehouse
Program. Public debt consists of short-term promissory notes, notes, bonds and debentures, bank loans,
capital leases and mortgages payable. These obligations are recorded at principal less unamortized pre-
mium or discount and sinking fund balances where applicable. Public debt is reported under two catego-
ries: (1) taxpayer—supported, and (2) self-supported.

(1) Taxpayer—supported debt includes direct debt used for government operating and capital pur-
poses, and the debt of Crown corporations and agencies that requires an operating or debt servicing subsidy
from the provincial government or which are fully consolidated within these financial statements.

(2) Self-supported debt includes the debt of commercial Crown corporations and agencies that fully
fund their operations and debt from revenue generated through the sale of goods and/or services at com-
mercial rates to buyers that are outside the government reporting entity. Self-supported debtincludes debt
of the Warehouse Program.

Debt premium/discount is amortized on a constant yield basis. Unamortized premium/discount on
bonds called and refinanced is amortized over the remaining life of the old debt, or the life of the new debt,
whichever is shorter.
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Notes to Summary Financial Statements
for the Fiscal Year Ended March 31, 2001 —Continued

1. Significant Accounting Policies—Continued

(e)

When it has been determined that there are sufficient securities to satisfy scheduled interest and princi-
pal payments for a debt instrument, the sinking fund assets are set aside in a defeased trust account. The
debt and the related securities used to extinguish the debt are removed from the province’s Balance Sheet.
The debt is considered extinguished for financial reporting purposes.

Foreign Currency Translation

Monetary assets and liabilities denominated in foreign currencies are translated to Canadian dollars at
the exchange rate prevailing at the year—end. Foreign currency transactions are translated at the exchange
rate prevailing at the date of the transaction unless hedged by forward contracts that specify the rate of ex-
change. Adjustments to revenue or expense transactions arising as a result of foreign currency translation
are credited or charged to operations at the time the adjustments arise. Unrealized foreign currency gains
and losses on long—term, fixed—term monetary assets and liabilities are reported as deferred charges and
amortized over the remaining terms of the related items on a straight-line basis. Non-monetary assets and
liabilities are translated at historical rates of exchange.

Derivative Financial Instruments

The province is a party to financial instruments with off-balance sheet risk due to fluctuations in for-
eign currency exchange rates, interest rate fluctuations and counterparty default on financial obligations.
The province does not use derivative financial instruments for speculative purposes. Off-balance sheet posi-
tion data is given in the form of nominal principal amounts outstanding. Amounts paid and received under
swaps are recognized and offset against the related interest expense. Gains and losses on terminated deriva-
tive contracts are deferred and amortized over the lesser of the remaining term of the contract or the related
debt.

CHANGE IN ACCOUNTING TREATMENT

Employee Post—Employment Benefils

Employees are entitled to retirement allowances as provided for under the collective agreement and
terms of employment. In 2000/01, the government changed its accounting treatment to accrue this type of
post-employment benefit. The estimated costs for this benefitis recorded as the employees render the ser-
vices necessary to earn them. This change, made retroactively, has the effect of increasing liabilities at April
1, 2000, by $45 million and decreasing 1999/00 surplus by $5 million.

Full Consolidation of 552513 British Columbia Ltd.

There has been a change in accounting treatment for 552513 British Columbia Ltd. (majority share-
holder of Skeena Cellulose Inc.). The company continues to be dependent upon government subsidies and
does not anticipate being able to meet the criteria for a self-supported organization for the next year. Ac-
cordingly, in fiscal year 2000/01, the government classified 552513 British Columbia Ltd. as a taxpayer—sup-
ported entity and it is now recorded in these statements on a full consolidation rather than the modified
equity basis. Through ownership of 552513 British Columbia Ltd., the government owns 71% of the shares
of Skeena Cellulose Inc. The government’s interest in Skeena Cellulose Inc. is consolidated proportionally
in these statements. There has been no default on amounts owed to the province for loans it has issued that
will be repaid through the minority interest share of Skeena Cellulose Inc.; therefore, these have been left as
loans receivable. Since this change is not considered a change in accounting policy, comparative figures
were not restated. This change resulted in an increase for 2000/01 in: assets $221 million; liabilities $239
million; net deficiency $18 million; total revenue $290 million; total expenses $288 million; and equity in
government enterprises $59 million.
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Notes to Summary Financial Statements
for the Fiscal Year Ended March 31, 2001 —Continued

2. Measurement Uncertainty

Uncertainty in the determination of the amountat which an item is recognized in the financial statements is
known as measurement uncertainty. Uncertainty exists whenever estimates are used because it is reasonably pos-
sible that there could be a material variance between the recognized amount and another reasonably possible
amount.

Measurement uncertainty in these financial statements exists in the accruals for pension obligations, Can-
ada Health and Social Transfer (CHST) and personal income tax.

The nature of the uncertainty in the accruals for pension obligations arises because actual results may differ
significantly from the province’s best estimates of expected results based on variables such as earnings on pen-
sion investments and life expectancy of claimants. Uncertainty related to the accrual for CHST and personal in-
come tax arises because of the possible differences between the estimated and actual economic growth and
related impact on taxes receivable.

British Columbia Hydro and Power Authority (BC Hydro), a wholly owned self-supported Crown corpora-
tion, is directly exposed to counterparty credit risk as a result of the purchase and sale of electricity and natural
gas. The rapid rise of wholesale power prices and in-state supply shortages have caused significant financial hard-
ship for a number of utilities in California. A number have accumulated large losses and defaulted on payments.
Asaresult, BC Hydro has not recognized as revenue some amounts owed to it from sales to these utilities and has
recorded provisions for uncollectible amounts, which, in management’s best estimate, are sufficient to cover any
remaining exposure. Due to the instability in the California market and ongoing regulatory and legal proceed-
ings, management cannot predict the outcome and the amount ultimately collected may differ materially from
management’s current estimate.
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3. Cash and Temporary Investments

In Millions
2001 2000
$ $
Cash (cheques issued in excess of funds on deposit) ........cceceeviiiiiiiiiiiiiiniinenns (191) 279
TEMPOTATY INVESIMEIES ... ovooeeieeoeieiseeseese sttt 745 1,290
554 1,569

1Temporary investments consist mainly of units in the British Columbia Investment Management Corporation Pooled Investment
Portfolios. Units are carried at the lower of cost of acquisition adjusted by income attributed to the units, or market value.

4. Warehouse Program Investments
In Millions

2001 2000
$ $
TEMPOTATY INVESIMEIES ....ovooeeoieeieeieeeiseeseesse st 1,312 1,330
Deferred charges ..o 5
1,312 1,335
Accrued interest payable ... (15)
1,312 1,320

lTemporary investments consist mainly of units in the British Columbia Investment Management Corporation Pooled Investment
Portfolios. Units are carried at the lower of cost of acquisition adjusted by income attributed to the units, or market value.

5. Accounts Receivable

In Millions
2001 2000
$ $
TaXes TECEIVADIE ......oooiiiiiiii et e e e e e e e e e e e e e e e e e e e aeeaaaes 1,689 1,681
Trade accounts receivable 1,295 829
ACCTUC INEETES ..ottt ettt et e et e et e e eaeeeaeeeeteeaeeereeseaeenns 262 270
3,246 2,780
Provision for doubtful aCCOUNTS .......eeiiiiiiiiiiiiiiiiieeec e (444) (427)
2,802 2,353

6. Inventories
In Millions

2001 2000
$ $
Properties for resale ...t 102 96
Small Business Forest Enterprise Program ...........cccccccooiiii, 130 135
ONCT e e e 73 14

305 245
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7. Due from Other Governments
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In Millions

2001 2000
$ $
Government of Canada:
(0T <3 | S 211 252
LONG—LEIIN Lot 1 1
Provincial governments:
CUTTEII oot e et e e e e ettt e e e ettt e e e et e e e et et e e e e eaaeeeeseaaaeeeseenaes 2 12
Local governments:1
CUITEINE 1ttt e e e e e e e et e e e e e e e e e eeeeeeeeeeeeee e s e s e ae sttt eeeeeeeeeens 15 6
229 271

"Local governments are municipal units established by the provincial government which include regional and metropolitan munici-

palities, cities, towns, townships, districts, rural municipalities and villages.

8. Due from Self-supported Crown Corporations and Agencies

In Millions

2001 2000
$ $
British Columbia Hydro and Power AUuthority ........c..ccocooiiiiiiiiiiiii, 372 343
British Columbia Liquor Distribution Branch............cccoooviii, 1
British Columbia Lottery Corporation............cceouiiiiiiiiiiiiiiiiiiiiceec s 46 74
Columbia Power COrporation..........c.ocivuiiiiiiiiiiiiiiiiiiiii s 3
422 417
See page 66 for details.
9. Equity in Self-supported Crown Corporations and Agencies
In Millions
2001 2000
Unremitted
Investments  Earnings Total Total
$ $ $ $
552513 British Columbia Ltd." ......ccoviviiiieeieeeeeeeens (57)
British Columbia Hydro and Power Authority..................... 1,691 1,691 1,514
British Columbia Railway Company 258 268 526 532
Columbia Power Corporation...........cccoevvvviiiviiiiinciiinnne, 276 13 289 264
Insurance Corporation of British Columbia........................ 481 481 475
Provincial Capital Commission ...........ccoccoeveiiiiiiiiiiiienenne. 14 14 14
534 2,467 3,001 2,742
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9. Equity in Self-supported Crown Corporations and

Agencies—Continued
In Millions

2001 2000

Change in Equity in Self-supported Crown Corporations Unremitted

and Agencies Investments  Earnings Total Total

$ $ $ $

Balance—beginning of year..........cccocevveinccincniienneninenns 510 2,232 2,742 2,885
Increase in iNVEStMENL.......ccooviiiiiiiiiiiiiic 24 24 50
Net earnings of self-supported Crown corporations and 1,725 1,725 1,295

AZEIICIES ooviiiiiiiiiiiiii
Contributions paid to the Consolidated Revenue Fund ..... (1,431) (1,431) (1,876)
Adjustments to contributions paid .........cccccceeviiiiiiiiiiinnnn. (136) (136) (109)
Adjustments to unremitted €arnings..........cocooeerinirsneenn 20 20 (3)
Transfer to consolidated entity’...........cooovveervrreerrrrerrrerians 57 57
Balance—end of year ...............cccooeiiiiiiiniincee 534 2,467 3,001 2,742

;This company owns shares in Skeena Cellulose Inc.
552513 British Columbia Ltd. no longer meets the criteria of a self-=supported Crown corporation and isno longer consolidated using
the modified equity basis. It is fully consolidated in the 2000/01 Summary Financial Statements.

See pages 66 and 67 for details.

10. Loans, Advances and Mortgages Receivable
In Millions

2001 2000
Loans and advances $ $
BO StUd@nt LOANS c..eeeeiiiieiiii ettt e 128 65
Industrial Development Fund commercial loans..........ccccccooiiiiiiiin, 140 130
Land Tax Deferment Ioans ...........coviiiiiiiniiiiiiieenicceece e 133 123
Construction loans to social housing Projects..........ccccoviiviiiiiiiiiiiiiiie, 80 47
Capital expansion loans ..ot 35
AccoUNtable AdVANICES ...eeeeeiiiiiiiiiiceeee e e e e e e e e e e e e s rreaaaeeeeeens 21 15
Other (Under $20 MITHON) ..ocviiviiiiiiiieie ettt nae e 108 91
645 471
Provision for doubtful ACCOUNLS ........uviiiiiiiiiiiiiiiiieeeee e e (123) (115)
522 356
Mortgages Receivable
Other (Under $20 MITHON) ..oviiviiiiiieieie ettt sre e ae e 60 37
60 37
Provision for doubtful ACCOUNTS .......uvviiiiiiiiiiiiiiiieeee e (8) (11)
52 26

574 382
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10. Loans, Advances and Mortgages Receivable—Continued

The BC Student Loan program provides loans to students for higher education. Students are required to re-
pay these loans, through a contracted service provider, to the province over a maximum of 174 months with a
floating interest rate of prime plus 2.5%. Defaulted loans are due on demand with interest at a floating rate of
prime plus 2.5%. The program also administers defaulted student loans issued by financial institutions under a
risk sharing agreement with the province. Defaulted risk sharing loans arise due to bankruptcy or death of the
student while attending school.

The Industrial Development Fund provides loans to assist the establishment of new industry, the introduc-
tion of new technology to existing industry, or the development of a region of British Columbia. These loans in-
cur interest at rates ranging from 0% to 10.05%, and must not exceed $600 million in total.

The Land Tax Deferment program allows eligible individuals to defer payment of all, or a portion of, annual
property taxes due on residences. Eligible individuals are either 60 years or older, a surviving spouse or a disabled
person. Simple interestis charged on the deferred taxes atarate set semi—annually by the Ministry of Finance and
Corporate Relations. This rate is generally 2.0% below the prime rate. The deferred taxes plus any outstanding
interest must be repaid when the residence is transferred to a new owner.

Construction loans are provided by BC Housing Management Commission (BCHMC), a taxpayer—sup-
ported Crown corporation, and an approved lender under the National Housing Act. BCHMC provides construc-
tion loans for societies that are building approved projects under social housing programs. Interest is payable at
the province’s weighted average borrowing rate for short—term funds, plus administration costs. Loans are re-
paid at substantial completion of each project from financing arranged with private lenders.

Capital expansion loans are made to taxpayer—supported Crown corporations and agencies for plant expan-
sion.

Accountable advances have been issued by taxpayer—supported Crown corporations and agencies. These
advancesrepresent fundsissued for program costs, which have notyetbeen expended in accordance with the ap-
plicable agreements.

Other includes loans and advances which are each under $20 million.

Mortgages receivable have terms ranging from 2.5 to 20.0 years, with interest rates ranging from 4.00% to
9.58%. They include zero interest or deferred payment loans issued under the Reconstruction Program to assist
owners of water-damaged homes.

11. Other Investments

In Millions
2001 2000
$ $

Government of Canada bonds..........cccccoiiiiiiiiiiii 17 25
Provincial government bonds..........cccocoviiiiiiiiiiiiiii 40 35
Commercial loans and INVESIMENTS..........cciviiiiiiiiiiiici 111 121
Pooled Investment POrtfolios...........cccooiiiiiiiiiiiiiiii 93 80
Investment in Western Star Trucks Holdings Ltd 60
Banker’s acceptances, investments and deposits of Columbia Basin Trust.............. 56 46
Pooled and managed investment funds of Forest Renewal BC....................coco. 32 24
Other (under $20 MIlON) ..veivviiiiiiiiieie et eaee e 29 34

378 425
Provision for doubtful ACCOUNTS .....cc..eiiiiiiiiiii et (126) (126)

252 299




40 PROVINCE OF BRITISH COLUMBIA

Notes to Summary Financial Statements
for the Fiscal Year Ended March 31, 2001—Continued

11. Other Investments—Continued

Government of Canada bonds have a market value of $17.9 million (par value $16.0 million), with yields
ranging from 4.599% to 4.789%. Maturity dates range from April 1, 2002 to February 1, 2003.

Provincial bonds of various provinces have a market value of $42.7 million (par value $38.1 million), with
yields ranging from 4.671% to 5.971%. Maturity dates range from August 29, 2001 to July 22, 2013.

Commercial loans and investments are recorded at lower of cost of acquisition adjusted by attributed in-
come and market value.

Pooled investment portfolios consist of units in the British Columbia Investment Management Corpora-
tion’s BC Focus Fund and Illiquid Fund. These Funds investments consist primarily of debt and equity holdings
of privately held companies.

Bankers acceptances and deposits held by Columbia Basin Trust have maturities of one to five years, with
80% of the holdings maturing within one year. Deposit holdings are not marketable, but Columbia Basin Trust
may, on ninety days written notice, redeem up to 10% of deposits initially made for a period of one year or longer,
without cost or penalty, provided that such redemption occurs only once during a particular deposit’s term.

Investments held by Forest Renewal BC include a $10 million pooled investment fund deposit, a $20 million
managed investment fund deposit, and a $2 million specialty fund deposit. The pooled investment fund deposit
is to provide loan assistance for infrastructure projects, and is held by the Municipal Finance Authority. Interestis
paid quarterly atarate of 5.51%. The depositis repayable March 31, 2008. The managed investment fund depos-
its are repayable March 15, 2029 to March 31, 2031. Income earned on these deposits up to specified maximums
can be used by certain universities for endowment program expenditures. The specialty fund depositis held with
Provincial Treasury. Income earned in the fund will be used by the BC Wood Specialties Group, starting in 2004.
The fund was established March 29, 2001, and continues until March 31, 2024.

12. Loans for Purchase of Assets, Recoverable from Agencies

In Millions
2001 2000
$ $
552513 British Columbia Ltd.".........coooovveririirieiisiecie e 31
British Columbia Hydro and Power Authority .........ccccoeoiviiiiiniiiiicceceen 6,703 6,753
British Columbia Railway Company ..........cceceivviviiiiiniiiiiiiiiiic 584 606
Columbia Power Corporation.........ccciiiiiiiiiiiiiiiiiiiiiiiiiciiccec e 20
Improvement diStriCts .........c.oiiiiiiiiiii 6 4
Oak Bay Lodge.....coiiiiiiiiiiiiiiiiiiii 1
Pacific Racing ASSOCIAtION .........ccuiiiiiiiiiiiiiiiiii s 5 5
Post-secondary educational institutions ...........cccoceviiiiiiiiiiiiiiiiiie 124 130
7,442 7,530
Provision for doubtful @CCOUNTS .....cocuiiiiiiiiiiii e (5)
7,437 7,530

"This company owns shares in Skeena Cellulose Inc.
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13. Other Assets

In Millions
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2001 2000
$ $
Prepaid program COSES worrerriaieisiae e 118 81
Deferred debt INSTIUMENT COSES vevvviuriiriiriiiieeiiiiieeeeiiieeeeertteeeessbreeesenareeeesnerreeessnnnees 146 196
Deferred treaty COSES. ..o 28 32
Other dEfErTed COSS...ciuviiiiiiiiriiiiiieiiertteseeeteete et esteesteebeebeesbeesssessbeesseesseesssessseenns 47 31
339 340

"Includes inventories of operating material held in the Purchasing Commission and Queen’s Printer warehouses pending distribution

in a subsequent fiscal year.

14. Prepaid Capital Advances

In Millions

2001 2000
$ $

Health FACIIITIES ....cooiiiiiiiiieiiie et e e e e e e e eeeeaeeeeeeeeeenaees 2,666 2,301
Post—secondary educational INSLULIONS ......ooviiiiiiiiiiiiiiiiiciicci e 2,218 2,178
SCROOLS et a e 5,926 5,579

10,810 10,058
Accumulated aMOTTZATION .....uuviiiiiiieieeeeeeeeiiiiiee e e e e e ee e ee e e e e e e e e s eiearaaaeeeeeaaaaaans (3,905) (3,541)

6,905 6,517

15. Tangible Capital Assets

In Millions

2001 2000
Net Book Net Book

Value Value

$ $

) 7205 U KRR RRRSRRRR 653 600
BUIIAINGS ...cviiiiiiiiiciii s 1,132 1,123
Highway INfrastriCture . .......oooiiiiiiiiiiiiiiii e 6,143 5,872
Ferries and related iNfTastitiCtUTE ...ooeeeeeeeiiiiiiiiiiiiieeeeeeeecccee e eeeeeaaes 588 620
Transportation @QUIPIIEIIE «...c..oiuiiiiiiiiiiiiiiet et 1,932 1,613
Computer hardware and SOftWaIe ...........ccoooviiiiiiiiiiiiii e 279 267
(@10 5 V<) PR 258 149
10,985 10,244

See Statement of Tangible Capital Assets on page 68.

The estimated useful lives of the more common tangible capital assets are: buildings (10-50 years); highway
infrastructure (15-40 years); ferries and related infrastructure (5-40 years); transportation equipment (5-40
years); computer hardware and software (3-5 years); and other (including vehicles, specialized equipment, and
furniture and equipment) (5-20 years). Tenant improvements (included in buildings) are amortized over 5
years or the length of the relevant lease term.
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16. Accounts Payable and Accrued Liabilities

In Millions

2001 2000
$ $
Trade accounts payable and other liabilities 1,532 1,348
Accrued interest on debt........cocooiiiiiiiiiiiiii 824 820
Accrued employee leave entitlements...................... 238 222
Other accrued estimated Habilities' ..............cooovvevrveerereeeeeeeeeee e 525 534
3,119 2,924

"Includes pending litigation, provision for guaranteed debt payout and other miscellaneous accrued claims.

17. Due to Other Governments
In Millions

2001 2000
$ $
Government of Canada:
CUTTEII e e e e et e e e e e e et e e e e e e e e e eee e e 57 46
Provincial governments:
[ @E <) o | RO 12 8
Local governments:1
(@0 <) o | RO 9 29
LONG—EOIIN L.ttt s 26 20
104 103

"Local governments are municipal units established by the provincial government which include regional and metropolitan munici-
palities, cities, towns, townships, districts, rural municipalities and villages.

18. Due to Crown Corporations, Agencies and Funds
In Millions

2001 2000
$ $
British Columbia Liquor Distribution Branch...........ccccocooiiiiiii 7
Health care organizations...........ccccceveiiiviiiiniininnne. 13
Post-secondary educational institutions 2 2
TruSt fUNAS oo 69 60

71 82
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19. Deferred Revenue

In Millions
2001 2000
$ $
Medical Services Plan premiums ... 54 58
Motor vehicle licences and Permits..........cccocviiiiiiiiiiiiiiiii 160 157
Petroleum, natural gas and minerals, leases and fees...........c.cccocooviiiiiiiiiniiinn, 29 27
Water rentals and recording fees ... 82 83
Derivative debt INSIIUITIEIIES c.oovvvuieiiiiiiieeeeeeeeteee e e et ee e e e et e e e e e eaeeeeeeraaeeeeessetaeeeeees 1 12
Unearned 1E€ASE TEVEIIUE .......uuuuuueieeieeeeieeeeeeeeeeee ettt e e e e e e eeeeeeeaaeeeeeeeeeeaees 95 92
Federal and municipal highway project revenues............ccocoevvvviiiiiiiniiiniinnn, 33 13
MISCEIIATIEOUS.....ceoiiiiiiiiiieeeeee ettt e et e e e e ettt e e e e eeeaeeaaaaeeeeeeeeenaees 126 85
580 527

20. Unfunded Pension Liabilities

In Millions

2001 2000
$ $
Public Service Pension PIan ..........ccccoviiiiiiiiiiiiicceeeee e 124
Members of the Legislative Assembly Superannuation Plan ............c.coooeoin, 13 7
Municipal Superannuation Plan ... 149 357
Teachers’ Pension PIAN ...t 1,315 1,565
1,477 2,053

The province contributes to defined benefit pension plans for substantially all its employees and for Mem-
bers of the Legislature. The plans provide pensions based on length of service and final average earnings. They
do not provide for inflation protection other than that set aside in special inflation accounts. The government’s
contributions to pensioners post-retirement group benefits are also made to these accounts and are expensed in
the year they occur.

The Public Service Pension Plan and the College Pension Plan are joint trusteeship plansin which control of
the pension plans and their assets are assumed by a pension board made up of government and plan member
representatives. Under these agreements, the government has no formal claim on pension plan surpluses and is
liable for only 50% of any resulting unfunded liabilities. Subsequent to the fiscal year end, on April 5, 2001, joint
trusteeship agreements were entered into for both the Municipal Superannuation Plan and the Teachers’ Pen-
sion Plan. The future accounting of these plans is described in Note 33 of these financial statements.
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20. Unfunded Pension Liabilities—Continued

The unfunded pension liability for each plan consists of the accrued benefit obligation less the pension fund
assets and any unamortized estimation adjustments and provisions, as follows:

In Millions
Members of
Legislative
Public Assembly  Municipal
Service  Superannu- Superannu- Teachers’ College
Pension ation ation Pension Pension
Plan Plan Plan Plan Plan Total
$ $ $ $ $ $
Accrued benefit obligation............ 7,376 9,919 8,576 700 26,571
Pension fund assets.........cccceeeeeee... 8,495 10,254 8,217 897 27,863
(1,119) (335) 359 (197) (1,292)
Unamortized estimation adjust-

INENIES ceeeerieriiiniiiiirree e e e e e e eeeeeeeenes 13 547 956 1,516
Accrued liability (asset) ................. (1,119) 13 212 1,315 (197) 224
Provincial share........cc.c.cccoeveeeeennn. (559) 13 149 1,315 (98) 820
Valuation allowance....................... 559 98 657
Balance Sheet total........................ 0 13 149 1,315 0 1,477

The accrued benefit obligations and pension assets shown for 2000/01 are based on extrapolations of the
mostrecentactuarial reports as follows: Public Service Pension Plan: March 31, 1999; Municipal Superannuation
Plan: December 31, 1997; Teachers Pension Plan: December 31, 1999; and College Pension Plan: August 31,
1997. Actuarial valuations are performed every three years for all plans except the Members of the Legislative As-
sembly Superannuation Plan. Reported balances are derived from the estimated benefit obligations less the esti-
mated assets of the funds. The estimation adjustments resulting from fund performance changes experienced in
the periodic actuarial reports are amortized on a straight-line basis over the expected average remaining service
life of the related employee groups (10.5 to 10.7 years for the Municipal Superannuation Plan; 12.5 to 12.66 years
for the Teachers Pension Plan). Because the Public Service Pension Plan’s and the College Pension Plan’s assets
are based on initial actuarial valuations at the time they became joint trusteeship plans, there are no unamortized
estimation adjustments as at March 31, 2001, for either plan. The reported balance sheet totals for the Public Ser-
vice Pension Plan and the College Pension Plan are effected by the joint trusteeship agreements. Under these
agreements, the province’s share of the accrued liability or asset is 50%. However, since the government has no
formal claim on accrued assetamounts until such time as they are applied to employer purposes by the trustees, a
valuation allowance has been provided to write down the value of the asset to its netrealizable value at the balance
sheet date. The reported balance sheet total for the Municipal Superannuation Plan is based on the province’s
share (70%) of the accrued liability balance.

Actuarial valuations for accounting purposes are performed triennially on all plans except the Members of
the Legislative Assembly Superannuation Plan, using the projected benefit method pro-rated on services. The
assumptions used in the valuations were based on the government’s estimates of expected long—term rates and
short-term forecasts. Each plan’s future experience will inevitably vary from the assumptions. Differences be-
tween the actuarial assumptions and future experience will emerge as gains or losses, estimation adjustments, in
future valuations.
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20. Unfunded Pension Liabilities—Continued

Key actuarial assumptions used in the valuations include along—term annual rate of return on pension fund
assets of 7.30% for the Public Service Pension Plan, 7.25% for the Municipal Pension Plan, 7.50% for the
Teachers Pension Plan, and 7.10% for the College Pension Plan, and long—term annual salary increases of 4.80%
for the Public Service Pension Plan, 4.75% for the Municipal Pension Plan, 5.00% for the Teachers Pension Plan,
and 4.60% for the College Pension Plan.

A separate pension fund is maintained for each pension plan except for the Members of the Legislative As-
sembly Superannuation Plan. Pension plan fund assets consist primarily of direct ownership in units of pooled in-
vestment portfolios, managed by the British Columbia Investment Management Corporation under the general
management of the British Columbia Pension Corporation.

The total pension-related expense consists of the following components:

In Millions

2001 2000
$ $

Current period benefit COSt ..o 551 508
Prior period cost of plan amendment..........ccccoivviiiiiiiiiiiiiie e 142
Amortization of estimation adjuStMEnts .......c..cecevueireinieirieireinee et (270) (217)
Employee/employer contributions ..........ccociiiiiiiiiiiiiiiiiicccecec e (790) (720)
Expected interest on accrued benefit asset ... (90) (85)
Expected interest on accrued benefit liability ..o, 41 95
Valuation allowance—accrued benefit asset.........c.cocoviviiiiiiiiiiii, 657

99 (277)

The following tables provide a detailed breakdown of the total pension-related expenses by pension plan:

In Millions

2001 2000

Public Service Pension Plan $ $
Current period benefit COSt ..o 149 171
Prior period cost of plan amendment...........coccouciiiiiiiiiiiiiicc e 142
Amortization of estimation adjustments ..........coccooivviiiiiiiiiiii (104) (138)
Employee/employer contributions ..........cccooviiiiiiiiiiiiiiiice (95) (117)
Expected interest on accrued benefit asset .........cooceeviiiiiiiiiiiiiiiiii (66) (74)
Valuation allowance—accrued benefit assel.....ccceueeeiiiiiiiiiiiiiiiiiiiiiiicccceee e 559

443 (16)

In Millions
2001 2000

Members of the Legislative Assembly Superannuation Plan $ $

Current period benefit COSt ... 6 0
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20. Unfunded Pension Liabilities—Continued
In Millions

2001 2000
Municipal Superannuation Plan $ $
Current period Denefit COSE ..o 167 167
Amortization of estimation adjustments .........cccccocvvviiiiiiiiiiiiii (51) (51)
Employee/employer contributions...........ccooceiviiiiiiiiiiii (314) (314)
Expected interest on accrued benefit asset .......cccovcvvviiiiiiiiiiiiiiiiii (11)
(209) (198)

In Millions

2001 2000
Teachers, Pension Plan $ $
Current period benefit COSt ... 207 148
Amortization of estimation adjustments ..........ccocoeiiiiiiiiiiiiiiiiiicee e (115) (28)
Employee/employer contributions ..........cccccciiiiiiiiiiiiiiiiiiiiici e (381) (289)
Expected interest on accrued benefit liability ........ccoooviiiiiiii, 41 95
(248) (74)
In Millions
2001 2000
College Pension Plan $ $
Current period DENEe It COS .....cuiiiiiiiiiiiiiii it 22 22
Expected interest on accrued benefit asset ........cccoeeiiiiiiiiiiiiiiiiii (13) (11)
Valuation allowance—accrued benefit @Sset.......couuiireeriiiireeriiiiieeeniiieeeeeniieeeeenenens 98
107 11

The audited financial statements of each pension plan listed, along with full descriptions, benefit formulas,
inflation assumptions and funding policies, are published on the British Columbia Pension Corporation web
site.
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21. Taxpayer—Supported Debt'

In Millions
2001 2000
Canadian ~ Canadian
Year of Canadian uUs Japanese Other Dollar Dollar
Maturity Dollar Dollar® Yen® Currencies’ Total Total
Short-term promis-
SOTY NOtES.............. 2001 1,158
2002 786 41 827
Notes, bonds and
debentures’ .......... 2001 2,026
2002 1,894 197 2,091 2,006
2003 1,049 1,200 2,249 2,185
2004 1,391 410 1,801 1,755
2005 1,110 100 585 1,795 1,607
2006 1,785 1,785 1,986
2006-2011 4910 1,202 262 1,203 7,577 6,604
2011-2016 3,803 155 3,958 4,008
2016-2021 528 528 379
2021-2026 2,260 2,260 2,260
2026-2031 2,810 2,810 2,410
2031-2036 486 486
2036-2041 365 365 365
Total debt issued at face value........ 23,177 2,698 262 2,395 28,532 28,749
SINKING FUNASL ..o e e (3,761) (3,840)
Unamortized diSCOUNT ......uuiiiiiiiiiieee e e ettt e e e e e e e e e etaarrreeeeeeeeeesssaaaasarreeaaaaaeaeasssnes (134) (113)
Amount held in the Consolidated Revenue Fund ..............ccccooiiiiiiiiiiiiinciiieeeee, (18) (2)
Total taxpayer—supported debt...............ccoooiiiiiiiiiiii e 24,619 24,794

The effective interest rates (weighted average percent) as at March 31 on the above debt are:

20071 . e 7.08
2000 .ttt 7.30

'The balances and interest rates reflect the impact of the related derivative contracts, presented in Note 23 (Risk Managementand De-
rivative Financial Instruments).

2Foreign currencies include: $1,804 million US ($2,698 million Canadian); 22,000 million Japanese yen ($262 million Canadian); 191
million Pound Sterling ($409 million Canadian); 800 million Swiss Francs ($782 million Canadian); 703 million Deutsche Mark ($576 mil-
lion Canadian); and 2,500 million French Francs ($628 million Canadian).

“Notes, bonds and debentures include bank loans, capital leases and mortgages payable.

Sinking fund balances include assets totalling $109 million (2000: $83 million) invested in the Matched Book Program and assets to-

talling $3,652 million (2000: $3,757 million) set aside for orderly repayment of debt. Sinking funds at March 31, 2001, totalling $140 million
US (2000: $131 million US) act as a natural hedge of the US dollar debentures.
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21. Taxpayer—Supported Debt'—Continued

Notes, bonds and debentures

Redeemable by the bond holder

Balances include debentures issued to the Canada Pension Plan totalling $3,409 million (2000: $3,339 mil-
lion) at a weighted average interest rate of 10.93% (2000: 11.17%). These debentures mature at various dates
from April 10, 2001 to October 10, 2020, with interest rates varying between 5.61% and 17.51%. These deben-
tures are redeemable in whole or in part before maturity, on six months’ prior notice, at the option of the Minis-
ter of Finance of Canada, subject to certain restrictions. During the year, $149 million in Canada Pension Plan
debentures were issued. Under Canada Pension Plan legislation, any significant amendment to benefits or con-
tributions requires the approval of the legislature of two—thirds of the provinces.

Balances include 5.40% debentures, due December 4, 2026, totalling $40 million (2000: $40 million). The
holders have a put option which, if exercised, would resultin the bond maturing on December 4, 2002. If the op-
tion is not exercised, the bond will be redeemed for $50 million (2000: $50 million) on December 4, 2026, and
the coupon rate on the bond will be 7.00% for the period December 5, 2002 to December 4, 2026.

Balances include 5.45% debentures, due August 17, 2028, totalling $200 million (2000: $200 million). The
holders have a put option which, if exercised, would result in the bond maturing on August 17, 2005. If the op-
tion is not exercised, the debenture will mature on August 17, 2028, and the effective rate on the bond will be
5.62% for the period August 17, 2005 to August 17, 2028.

Balances include 5.86% debentures due June 18, 2029, totalling $250 million (2000: $250 million). The
holders have a put option which, if exercised, would resultin the bond maturing on June 19, 2006. If the option is
not exercised, the debenture will mature on June 18, 2029.

Balances include British Columbia Savings Bonds totalling $702 million (2000: $930 million) maturing at
datesfrom October 15,2001 to October 15,2007, and with an effective rate of 5.60% are redeemable at par by the
holder each April 15 and October 15 prior to maturity.

Redeemable by the province
Issues totalling $210 million (2000: $210 million) with effective rates ranging from 4.56% to 5.21% are re-
deemable at par at the province’s option on dates ranging from June 14, 2001 to December 14, 2010.

Defeasances

AtMarch 31, 2001, sufficient securities had been set aside in an irrevocable trust to satisfy the scheduled in-
terest and principal payment requirements of $1,114 million (2000: $1,313 million). The related debt is consid-
ered extinguished for financial reporting purposes.

Aggregate payments for the next five years to meet sinking fund and retirement provisions are:

In Millions

Canadian

Dollar
20002 e —————————————————aaaaaeaaeeereerarr————— 1,588
2003 .. it —————————————aaaaaeaaaeerearrr—————— 1,767
2004 ... e ——————————————————aaaaeeeeterrr—————— 1,288
200D et ————————————————aaaaeeeeererrr————— 1,502

2000 . e 1,580
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22. Self-Supported Debt'
In Millions
2001 2000
Canadian ~ Canadian
Year of Canadian uUs Japanese Other Dollar Dollar
Maturity Dollar Dollar® Yen” Currencies’ Total Total
Short-term promis-
SOTY NOLES.....c.e.n.. 2001 1,770
2002 35 1,307 1,342
Notes, bonds and
debentures’ .......... 2001 125
2002 404 404 404
2003 442 442 407
2004 300 315 615 591
2005 388 263 135 786 886
2006 356 356 306
2006-2011 1,663 200 150 2,013 1,685
2011-2016 500 500 400
2016-2021 600 600 600
2021-2026 696 789 1,485 1,423
2026-2031 250 250 650
2031-2036 414 414
2036-2041 50 473 523 486
Total debt issued at face value........ 5,656 3,789 135 150 9,730 9,733
Sinking funds®.........coooiiiiiii s (1,089) (923)
Unamortized diSCOUINT ...ocuviiiiiiiiiieeciiiiiee ettt eeete e e et e e e erae e e e streeeeeearaeeeeennees (22) (99)
Total self—supported debt .................ccccooiiiiiiiiii 8,619 8,711
The effective interest rates (weighted average percent) as at March 31 on the above debt are:
2007 e 7.04
2000 .. 6.92

'The balances and interest rates reflect the impact of the related derivative contracts, presented in Note 23 (Risk Management and De-

rlvatlve Financial Instruments).

Forelgn currencies include: $2,434 million US ($3,789 million Canadian); 10,000 million Japanese yen ($135 million Canadian); 637

million French Francs ($150 million Canadian).

Notes bonds and debentures include bank loans, capital leases and mortgages payable.
Slnklng fundsatMarch 31,2001, totalling $436 million US (2000: $401 million US) actas a natural hedge of the US dollar debentures

and short-term promissory notes.

Notes, bonds and debentures

Redeemable by the bond holder

Balances include debentures issued to the Canada Pension Plan totalling $341 million (2000: $341 million)
ataweighted average interestrate of 11.10% (2000: 11.10%). These debentures mature at various dates from July
10, 2004 to June 9, 2009, with interest rates varying between 9.62% and 14.06%. These debentures are redeem-
able in whole or in part before maturity, on six months’ prior notice, at the option of the Minister of Finance of
Canada, subject to certain restrictions. During the year, no Canada Pension Plan debentures were issued for
self-supported debt. Under Canada Pension Plan legislation, any significant amendment to benefits or contribu-
tions requires the approval of the legislature of two—thirds of the provinces.
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22. Self-Supported Debt'—Continued

Balances include a $200 million US (2000: $200 million US) note with an effective rate of 5.68% maturing
January 15, 2004. This note was translated at the exchange rate prevailing at year—end. The bond holder or the
issuer may redeem the note on any interest payment date on thirty days’ notice.

Aggregate payments for the next five fiscal years to meet sinking fund and retirement provisions are:

In Millions

Canadian
Dollar

413
448
573
748
345

23. Risk Management and Derivative Financial Instruments

The province borrows funds in both domestic and foreign capital markets, and manages its existing debt
portfolio to achieve the lowest debt costs within specified risk parameters. As aresult, the province is exposed to
risks associated with interest rate fluctuations and foreign exchange rate fluctuations. In accordance with risk
management policy guidelines set by the Risk Committee of the Ministry of Finance and Corporate Relations,
the province uses a variety of derivative financial instruments to hedge exposure to these risks.

Derivatives used by the province include interest rate swaps, cross—currency swaps, forward foreign ex-
change contracts, forward rate agreements, and options. A derivative instrumentis a financial contract with a fi-
nancial institution or counterparty which is applied to effect a hedge on interest rate or foreign exchange
exposure contained in the underlying provincial debtinstrument. A derivative derives value from the impact of
market changes on the underlying hedged debtinstrument. All derivative instruments entered into by the prov-
ince are recorded off-balance sheet, which is consistent with the Canadian Institute of Chartered Accountants’
accounting guidelines for non-speculative hedge instruments.



PUBLIC ACCOUNTS 2000/01 51

Notes to Summary Financial Statements
for the Fiscal Year Ended March 31, 2001 —Continued

23. Risk Management and Derivative Financial Instruments—Continued

The following tables present maturity schedules of the province’s derivatives, by type, outstanding at March
31, 2001, based on the notional amounts of the contracts:

Taxpayer—supported Debt

In Millions
Forward
Cross Interest Foreign
Year of Currency Rate Exchange
Maturity Swaps Swaps Contracts Total
2002 197 100 41 338
2003 234 515 749
2004 410 6 416
2005 685 95 780
2006 270 270
6-10 years 3,089 2,328 5,417
Over 10 years 218 1,114 1,332
Total.....ccooooiiiiiiiii 4,833 4,428 41 9,302
Self-supported Debt -
In Millions
Forward
Cross Interest Foreign
Year of Currency Rate Exchange
Maturity Swaps Swaps Contracts Total
2002 300 300
2003 563 563
2004
2005 467 467
2006 284 284
6-10 years 350 150 500
Over 10 years
Total......coooiiiiiiiii 817 1,297 0 2,114

Interest rate risk

Interest rate risk is the risk that the province’s debt servicing costs will fluctuate due to changes in interest
rates. The province uses derivative contracts to manage interest rate risk by exchanging a series of interest pay-
ments, and assuming either a fixed or floating rate liability to a counterparty, based on the notional principal
amount. Derivatives allow the province to alter the proportion of its debt held in fixed and floating rate form to
take advantage of changes in interest rates.

The government’s current policy guidelines, with respect to the provincial government direct debt portfo-
lio, allow floating rate debt exposure up to 45.00% of debt. At March 31, 2001, floating rate debt exposure was
36.60% (2000: 35.56%) of debt.

Under current policy guidelines for British Columbia Hydro and Power Authority (BC Hydro), the maxi-
mum floating rate debt exposure is 35.00% of debt. At March 31,2001, floating rate debt exposure for BC Hydro
was 19.00% (2000: 29.50%) of debt.

A1.00% increase in interestrates would resultin an increase in the debtservicing expense of $71 million for
taxpayer—supported debt and $21 million for self-supported debt.
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23. Risk Management and Derivative Financial Instruments—Continued

Foreign exchange risk

Foreign exchange risk is the risk that the province’s debt servicing costs and principal payments will fluctu-
ate due to changes in foreign exchange rates. The province uses derivative contracts to hedge foreign exchange
risk by converting foreign currency principal and interest cash flows into Canadian dollar cash flows. Within
specified limits set by policy, the province and provincial corporations may assume only unhedged exposure to
US dollars and Japanese yen.

The government’s current policy guidelines, with respect to the provincial government direct debt portfo-
lio, allow unhedged foreign debt exposure up to 10.00% of debt. At March 31,2001, unhedged foreign debt ex-
posure, in US dollars and Japanese yen, was 7.52% (2000: 7.46%) of debt.

Under current policy guidelines for BC Hydro, the maximum unhedged foreign debt exposure is 44.00% of
debt. AtMarch 31,2001, 38.60% (2000: 34.70%) of debtwasin the form of unhedged foreign debtin US dollars.

A one cent decrease in the Canadian dollar versus the US dollar would result in an increase in the debt ser-
vicing expense of $13 million for taxpayer—supported debt and $10 million for self-supported debt. A decrease
in the value of the Canadian dollar of one yen would resultin an increase to debt servicing expenses of $1 million
for taxpayer—supported debt.

Credit risk

Credit risk is the risk that the province will incur financial loss due to a counterparty defaulting on its finan-
cial obligation to the province. In accordance with the government’s policy guidelines, credit risk is reduced by
dealing with only highly rated counterparties. The province only enters into derivative transactions with
counterparties that have a rating from Moody’s Investors Service and Standard & Poor’s of at least AA—/Aa3 or
A+/Al in the case of Canadian Schedule A banks. The province also establishes limits on individual counterparty
credit exposures and monitors these exposures on a regular basis.
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24. Net Equity (Deficiency)

In Millions
2001 2000
$ $

Net equity (deficiency)—beginning of year as previously reported’...........ccc.oeuen.... (4,965) (4,992)
Adjustments made to 1999/00 net deficiency due to changes in accounting treat-

ment:

Capitalization of furniture and equlpment ............................................................. 31

Record liability for employee FULUre DEnefits . ......vverveieeieceiesie s (51)

Miscellaneous adjuStMEnts” ............co.evvrvrirrieeisrisesss e 10

British Columbia Railway Company accrued vacation pay adJustment ................. (3)

Include 552513 British Columbia Ltd. as a consolidated entlty ............................ (25)

Adjustment to Insurance Corporation of British Columbia unremitted earnlngs . 20
Net equity (deficiency)—beginning of year as restated’ ...........ccooorvervrrerrrreerinenn. (4,970) (5,005)
SUIPIUS FOT The YEAT <...ovvoivieeiiii it 1,498 40
Net equity (deficiency)—end of year .................ccccoooiiiiiiii, (3,472) (4,965)

'Net equity (deficiency) has been restated to apply changes in accounting treatment and correction of errors. The total impact of
these changes has the effect of increasing the 1999/00 opening net deficiency by $13 million (from $4,992 million to $5,005 million) and de-
creasing the surplus for the year by $12 million (from $52 million to $40 million).

Furniture and equipment were capltahzed in 2000/01 as part of the phased—in approach to the capitalization of tangible capital as-
sets. This change has the effect of increasing 1999,/00 tangible capital assets by $24 million and decreasing the 1999/00 surplus by $7 mil-
lion.

“In 2000/01, the Consolidated Revenue Fund and various Crown corporations changed accounting policies to accrue the estimated
costs for employee future benefits as the employees render the services necessary to earn them. This change has the effect of increasing the
1999/Q0 accrued employee leave liability by $56 million and decreasing the 1999/00 surplus by $5 million.

Miscellaneous adjustments consist of a $7 million adjustment for a prior year adjustment related to 552513 British Columbia Ltd.
and a gorrection of an error that increases tangible capital assets by $3 million.

’In 2000/01, British Columbia Railway Company recorded a prior period adjustmentwhlch increased its liability for accrued vacation
pay by, $% million. This entry has the effect of reducing the 1999/00 unremitted earnings by $3 million.

In 2000/01, an adjustment was requ1red to include 552513 British Columbia Ltd. as a consolidated entity.

"This adjustment is to record the earnings of the Insurance Corporation of British Columbia (ICBC) for the period January 1 to
March 31,1999, which has notbeen recorded due to a change made last year to use the April 1 to March 31 earnings of ICBC when preparing
the Summary Financial Statements.

25. Net Liabilities

In Millions

2001 2000
Change in net liabilities: $ $
(Surplus) deficit for the year.........cccocoviiiiiiiiiiiii (1,498) (40)
Impact of prepaid capital advances..........ccocooiviiiiiiiiiiii 388 379
Impact of tangible capital @SSets.........cccoiviiviiiiiiiiiiiiiiiiii s 741 438
Increase (decrease) in net HabiliteS . ...co.eoivviiiiiiiiiiiceiec e (369) 777
Impact of accounting adjustment to net deficiency..........ccooeeveiiiiiiiiiiiiiii, 5
Net liabilities—beginning of Year ..........cccccceviiiiiiiiiiiicccee e 21,726 20,949
Net liabilities—end of Year.........cccccooiiiiiiiiiiiiiii s 21,362 21,726

The net liabilities calculation uses the expenditure, rather than the expense, basis of accounting. Under
the expenditure basis of accounting, prepaid capital advances and tangible capital assets are recorded as expen-
ditures when calculating the currentyear surplus or deficit. Under the expense basis of accounting, prepaid cap-
ital advances and tangible capital assets are recorded on the Balance Sheet as assets and amortized over an
applicable period of time.
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26. Contingencies and Commitments

(a) GUARANTEED DEBT

Guaranteed debt as at March 31, 2001, totalled $447 million (2000: $698 million). See Statement of Guar-

anteed Debt on page 69 for details.

(b) CONTINGENT LIABILITIES

(i) Litigation and Other Claims

The government is a defendant in legal actions and is involved in matters such as expropriation
compensation disputes and tax assessment appeals. These matters may give rise to future liabilities.

These potential liabilities are accrued when it is likely that a liability exists and the amount of the
liability can be reasonably estimated on an individual or portfolio basis (see Note 16—Other accrued
estimated liabilities).

The government has contingent liabilities in respect of the following summary of matters where
the estimated or known claim is or exceeds $100,000 and is net of accrued amounts:

In Millions
2001 2000
$ $

Timber harvesting rights diSputes ...........ccocoovviiiiiiiiiii, 37 237
EXPropriation diSPUles......c.eioeiriieirieirieeeieeeieeeieeeeeetee e 79 62
COoNract diSPULES....c.ecuiiiiiiiiiiiiiiiie s 285 59
Damages to PErSONS OF PrOPETLY.....cuviueuiereurrreueeteiieieiieieieeeeeeeeeneeneeeenenenenes 77 29
Property access diSPUtes.........ccoceviiviiiiiiiiiiiii 25 23
TaX dISPULES ..ottt 10 18
Motor vehicle acCidents .........ccoiviiiiiiiiiiiii 12 9
Negligence and miscellaneous ............ccocoovivviiiiiiiiiiiiniii, 62 15

587 452

On March 28, 1998, the federal government announced the establishment of a $1.1 billion fund
to compensate Hepatitis C victims who were infected as a result of blood transfusions between 1986
and 1990. The value of the settlementincludes payments of $1.1 billion plus a contingent liability of
$18 million for the Red Cross and interest accrued on these balances as of April 1, 1998. The federal
government will contribute $800 million and the provincial and territorial governments will contrib-
ute $300 million. A liability has been accrued based on the estimated costs of future payments for
claims. The outcome of claims may exceed the accrued amount but this additional exposure cannot
be determined with certainty.

(i1) Other Contingent Liabilities

The government also has contingent liabilities in the form of indemnities, indirect guarantees
and outstanding claims. Where indemnities are for explicit quantifiable loans, the amounts are in-
cluded in the guaranteed debt note above.

The government is responsible for the environmental clean up of numerous contaminated sites
in the province. Based on preliminary environmental audits of some sites, a liability has been re-
corded based upon the minimum estimated clean up costs, where an estimate has been provided.
Maximum estimated clean up costs for sites under evaluation would increase the liability by at least
$90 million at March 31, 2001. Many other sites remain to be evaluated; this future liability is not de-
terminable.

The Insurance Corporation of British Columbia (the Corporation) has settled some claims
which require the Corporation to provide claimants with periodic payments, usually for a lifetime.
The Corporation has purchased annuities from approved life insurance companies to make these
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26. Contingencies and Commitments—Continued

payments. The list of approved insurance companies is determined by ongoing analysis of total assets,
credit rating reports, and past service history. The gross amounts of these settlements at December
31, 2000, was approximately $498 million (December 31, 1999: $460 million). In the event a life in-
surance company fails in this obligation, the Corporation remains responsible to continue the pay-
ments.

The unsecured creditors of Skeena Cellulose Inc. are entitled to additional amounts of up to
10% of their claims, to a total of $10 million, if minimum wood pulp prices and company cash flow re-
quirements are metas set out under the Companies’ Creditors Arrangement ActPlan. The Plan states that
these minimum requirements must occur in a fiscal year prior to and including 2004. These amounts
have not been recognized in the Summary Financial Statements, as it is the opinion of Skeena Cellu-
lose Inc. management that the realization of the minimum requirements is not determinable.

BC Transportation Financing Authority has contingent liabilities of $103 million remaining af-
ter deducting the estimated settlement expense currently accrued from gross claims outstanding for
capital projects.

At March 31, 2001, Rapid Transit Project 2000 Ltd. (RTP2000) was reviewing various contract
changes and claims relating to schedule delays. As at March 31, 2001, one legal claim