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COMMENTARY                                               GOVERNMENT POLICY 

 

 

ACCOUNTING RULES OVERSTATE PROVINCE’S 2021/22 REVENUE: ON A 

CASH BASIS THE $1.3 BILLION SURPLUS IS REALLY A DEFICIT 

 

On 30 August 2022 the government finally released the Public Accounts (PA) for the 

2021/22 fiscal year.1 Thanks to a $13.5 billion increase in revenue, slightly offset by a 

$3.5 billion increase in expenditures, the government recorded a surplus of $1.3 billion, 

rather than the $9.7 billion deficit budgeted at the commencement of the fiscal year. 

The province uses a modified equity accounting system, which counts the net income or 

loss from self-supporting Crown corporations as government revenue. However, the 

modified equity approach can lead to distortion and confusion where the reader of the 

PA assumes that all the government revenue is available for allocation to taxpayer-

supported activities (or servicing the debt). 

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) is transferred between these two Crown corporations and 

the Consolidated Revenue Fund. On a cash flow basis, the operating profits at ICBC, and  

B.C. Hydro do not change the government’s financial cash position. 

 

Year-End Surplus Becomes a Deficit 

Had the net income of BC Hydro and ICBC ($712 million and $154 million) been 

excluded from the government’s revenue budget, the budgeted deficit for 2021/22 would 

have been $10.56 billion, rather than $9.7 billion. 

The actual year-end net income for 2021/22 of the two Crowns was $688 million for BC 

Hydro and $2.216 billion for ICBC, totaling $2.904 billion. If this net income is excluded 

 
1 https://www2.gov.bc.ca/assets/gov/british-columbians-our-governments/government-finances/public-
accounts/2021-22/public-accounts-2021-22.pdf  
2 I have commented in the past on this distortion; see 

https://www.bcpolicyperspectives.com/media/attachments/view/doc/commentary_budget_distortion_february_23_2

022/pdf/commentary_budget_distortion_february_23_2022.pdf and 

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://www2.gov.bc.ca/assets/gov/british-columbians-our-governments/government-finances/public-accounts/2021-22/public-accounts-2021-22.pdf
https://www2.gov.bc.ca/assets/gov/british-columbians-our-governments/government-finances/public-accounts/2021-22/public-accounts-2021-22.pdf
https://www.bcpolicyperspectives.com/media/attachments/view/doc/commentary_budget_distortion_february_23_2022/pdf/commentary_budget_distortion_february_23_2022.pdf
https://www.bcpolicyperspectives.com/media/attachments/view/doc/commentary_budget_distortion_february_23_2022/pdf/commentary_budget_distortion_february_23_2022.pdf
https://www.bcpolicyperspectives.com/media/attachments/view/doc/commentary_icbc_net_income_november_24_%202019/pdf/commentary_icbc_net_income_november_24_2019.pdf
https://www.bcpolicyperspectives.com/media/attachments/view/doc/commentary_icbc_net_income_november_24_%202019/pdf/commentary_icbc_net_income_november_24_2019.pdf
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from the reported revenue, the reported surplus of $1.3 billion becomes a deficit of 

almost $1.6 billion. 

Confusion 

The current modified-equity approach can easily cause confusion for unsuspecting 

readers of the government’s books, and even members of the Legislature. Finance 

Minister Selina Robinson said the apparent surplus was not available to pay down debt, 

which one might have assumed if the surplus was real. But the cash surplus did not 

exist: “It’s not like there’s a truckload of cash out in the back of the legislative buildings 

that we can spend,” Robinson said. “It just means we need to borrow less.”3 

Some individuals with an interest in the finances of ICBC might be forgiven for 

assuming that the significant profit at the public auto insurer has been appropriated by 

the government to pay down taxpayer-incurred debt. This despite a legislative 

prohibition on such action. The government has not taken ICBC’s profits, but the 

modified-equity approach would lead one to this conclusion. 

 

The minister of finance should amend the Public Accounts and the quarterly reports to 

exclude the net income of BC Hydro and ICBC from the government’s revenue. This 

would provide a mor accurate representation of the true surplus and deficit position. 

 

©Richard McCandless   September 1, 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 current review of B.C. Hydro’s rate request 
 

 

 

 

 

 

 

 
3 https://vancouversun.com/news/local-news/b-c-ends-2021-22-fiscal-year-with-1-3-billion-surplus-thanks-to-post-

pandemic-economic-boom On a cash basis the government would have to borrow about $1.6 billion to cover the 

2021/22 deficit. 

https://www.bcpolicyperspectives.com/
https://vancouversun.com/news/local-news/b-c-ends-2021-22-fiscal-year-with-1-3-billion-surplus-thanks-to-post-pandemic-economic-boom
https://vancouversun.com/news/local-news/b-c-ends-2021-22-fiscal-year-with-1-3-billion-surplus-thanks-to-post-pandemic-economic-boom
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