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COMMENTARY                                             GOVERNMENT POLICY 

 

ICBC AND BC HYDRO PROFITS DISTORT GOVERNMENT DEFICIT 

 

The government’s operating deficit described in the provincial budget plan released on 

22 February 2022 is distorted by the inclusion of the net income of ICBC and BC Hydro 

as provincial revenue. 

The B.C. government uses national public sector accounting standards (PSAS) in 

reporting on its revenues and expenditures. These standards require that the net income 

from government business enterprises (called self-supporting Crown corporations in 

this province) be recorded as government revenue for the purposes of calculating the 

government’s surplus or deficit position. This is known as a modified equity accounting.1 

Unfortunately, this method of accounting leads many commentators and some 

politicians to equate the net income with a cash dividend transfer from the self-

supporting Crown to the government’s consolidated revenue fund.2 In the case of B.C. 

Hydro and ICBC, the net income (or loss) does not impact the government’s cash 

position, or its borrowing requirements. This is because no cash dividend (or “excess 

capital” in the case of ICBC) will be transferred between these two Crown corporations 

and the consolidated revenue fund. On a cash flow basis, the operating loss at ICBC, and 

the positive net income at B.C. Hydro do not change the government’s financial position. 

 

The Current Forecast and Budget Plan 

The 2022/23 budget continues to include ICBC’s and BC Hydro’s net income as 

provincial revenue. The volatility in ICBC’s net income—especially in the current year—

significantly distorts the forecasted deficit of the current year and the next three years. 

The April 2021 budget assumed a net income of $154 million, while the current forecast 

shows a jump to $1.9 billion. The net income at BC Hydro is more stable because of the 

moderating impact of its deferral accounts.  

If the net income of ICBC and BC Hydro was excluded the 2021/22 to 2024/25 revenue, 

the four-year deficit (2021/22 to 2024/25) would have increased by $5.57 billion. This is 

detailed in Table 1. 

 
1 For more detail see 

http://www.bcpolicyperspectives.com/media/attachments/view/doc/occasional_paper_no_10_21_september_2016_3 

/pdf/occasional_paper_no_10_21_september_2016_3.pdf  
2 I have commented in the past on this distortion; see 

https://www.bcpolicyperspectives.com/media/attachments/view/doc/commentary_icbc_net_income_november_24_

2019/pdf/commentary_icbc_net_income_november_24_2019.pdf   

http://www.bcpolicyperspectives.com/media/attachments/view/doc/occasional_paper_no_10_21_september_2016_3%20/pdf/occasional_paper_no_10_21_september_2016_3.pdf
http://www.bcpolicyperspectives.com/media/attachments/view/doc/occasional_paper_no_10_21_september_2016_3%20/pdf/occasional_paper_no_10_21_september_2016_3.pdf
https://www.bcpolicyperspectives.com/media/attachments/view/doc/commentary_icbc_net_income_november_24_2019/pdf/commentary_icbc_net_income_november_24_2019.pdf
https://www.bcpolicyperspectives.com/media/attachments/view/doc/commentary_icbc_net_income_november_24_2019/pdf/commentary_icbc_net_income_november_24_2019.pdf
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              EFFECT OF EXCLUDING ICBC/BC HYDRO NET INCOME ($=million) 

   B2021/22  F2021/22  F2022/23   F2023/24   F2024/25 

 Budget-Revenue     58,929     70,220     68,552      70,177      72,325 

                Expenditure    (68,627)    (70,703)    (74,013)    (74,359)     (75,506) 

                Deficit      (9,698)         (483)      (5,461)      (4,182)       (3,181) 

       

 Net Income--ICBC           154        1,904           327           240            280 

                    BC Hydro           712           681           712           712            712 

                    Total           866        2,585       1,039           952            992 

       

 Revised Revenue     58,063      67,635      67,513      69,225       71,333 

 Revised Deficit    (10,564)      (3,068)      (6,500)       (5,134)       (4,173) 

       

 Increased Deficit           866        2,585        1,039           952           992 

Source: BC Budget and Fiscal Plan 2022/23 to 2024/25, page 55, and the prior year. 

https://www.bcbudget.gov.bc.ca/2022/pdf/2022_Budget_and_Fiscal_Plan.pdf  

 

By excluding these two Crown corporations the deficits in 2022/23 and the future years 

are significantly larger than what was presented in the budget. The deficit hole is 

actually deeper than presented. 

As the net income of ICBC and BC Hydro is not transferred to the consolidated revenue 

fund the Ministry of Finance should present both calculations; the current view and the 

surplus/deficit excluding these Crowns.3 The latter provides a more accurate picture of 

the impact on provincial taxpayers and the province’s borrowing requirements. 

 

 

©Richard McCandless  February 23, 2022.       https://www.bcpolicyperspectives.com/  

 

The writer is a retired senior BC government public servant whose paper describing the BC government’s 

manipulation of the finances of BC Hydro from 2008 to 2014 was published by BC Studies in November 

2016. BC Studies published his paper on the 40-year financial history of ICBC in 2013. He was an 
intervener in the BC Utilities Commission’s recent reviews of ICBC’s and BC Hydro’s rate requests. 
 

 

 

 
3 Most of the net income from the Liquor Distribution Branch and from the BC Lottery Corporation is transferred to 

the CRF. 

https://www.bcbudget.gov.bc.ca/2022/pdf/2022_Budget_and_Fiscal_Plan.pdf
https://www.bcpolicyperspectives.com/
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