
B
ritish Columbians, faced with a mail-in ballot
referendum on the HST later in June, have now
been presented with an ever more confusing

collection of tax changes to vote upon. 
Finance Minister Kevin Falcon, faced with the

problem of persuading British Columbians to approve
the HST (which, incidentally,  means voting ‘No’), has
hastily proposed a variety of changes  to be
implemented if the tax survives the referendum,
though most of the changes
won’t happen soon.
Reduction In Rates,
But Not For A While
The agreement with the
federal government, which
implemented the HST, says
that changes in the tax rate
cannot be made for some
time. The government plans
to reduce the total HST rate
to 11% on July 1, 2012, and
to 10% on July 1, 2014.
Each of these changes
represents a 1% reduction
in the provincial component
of the tax. Minister Falcon
says each 1% reduction in
the HST would reduce
provincial revenue by $850 million.

The minister says that, if the HST is turned down
in the referendum, he cannot commit to similar future
reductions in the PST.

PST Refunds For Families
For families, a major compaint about the  HST is that
PST did not apply to many items to which the HST
does, such as services and restaurant meals, making
them more expensive. 

However, Minister Falcon is reported to have said

that if the PST is reinstated, not all the former
exemptions will apply. ‘The only way we could do that
is with a program cut in spending,’ he said.

The federal government does allow up to $250
annually per low-income family member to offset GST
taxes paid on its income tax form. The BC provincial
government also refunds up to $230 HST annually
per family member. Both these payments are
combined in cheques issued quarterly. Minister

Falcon says these
payments will continue as
before.

In addition, before the
end of 2011, if the HST
continues, the BC
provincial government
will issue one-time
cheques of $175 per low-
income senior or per
child in low-income
families; these are
described as ‘transitional
payments’ to compensate
for the estimated $350
additional annual costs to
families for the 12%
HST—a kind of Christmas
bonus  this year from the

people who brought you the tax; one that is estimated
to cost the provincial government $200 million.

Corporate Tax Rates 
If the HST survives the referendum, in order to
compensate for the reduced revenue from the
anticipated reduction in HST rates, the province plans
to cancel a scheduled January 1, 2012 corporate
income tax rate reduction from 12% to 10%; the
cancellation of this reduction is estimated to cost
corporations some $390 million per year.
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HST Ins & Outs
The HST includes a federal GST component of 5% and
a provincial PST component of 7%.  

For corporations, the implementation of the HST
has meant that they can deduct any HST paid on their
costs from the HST collected on their sales, thus
reducing their taxes payable (see letter, page 5). The
government now estimates that the benefit to
corporations of this is some $2 billion per year.

For individuals and families, the implementation of
the HST has meant that they have to pay the entire HST
on many items, particularly services which were
previously exempt. A recent ‘independent panel’ report,
commissioned by the government, estimated that this
costs the average family some $350 per year more than
the PST/GST combination. 
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In addition, a 2.5% small business income tax rate
reduction, planned for April 1, 2012, would now be
postponed, which would cost small businesses some
$280 million per year.

These changes are described by the minister as
‘temporary’. There is no indication of their fate if the
HST is ‘extinguished’.

Government Finances
Minister Falcon says that the HST proposals are
designed to maintain the government’s plan to
balance the provincial budget by 2013/2014. But he
also says that a reversion to the previous GST/PST tax
regime would leave the government with a $2.6
billion annual deficit and $1.8 billion added to the
provincial debt. The actual arithmetic behind this is
not explained.

Family Finances
With all these changes to the HST, should it survive,
the government has published a table indicating that,
instead of the $350 annual additional cost of the tax
to the typical BC family, the family will benefit to the

extent of $120 per year, when the final HST tax rate
goes to 10% on July 1, 2014. That’s three years away.
The actual arithmetic behind this is not explained.

Business Finances
This time around, there is no mention of the hundred
thousand jobs that were supposed to have resulted
from the implementation of the HST, and no
indication that jobs will be lost if it is defeated.

Laura Jones, of the Canadian Federation of
Independent Business, said, ‘Overall I think this is
probably the best possible news that we could hope
for. I think it’s the spoonful of sugar that is going to
help the HST go down.’ John Winters of the BC
Chamber of Commerce appeared optimistic: ‘There is
nothing wrong with having an environment of tax
certainty,’ he was quoted.

This is certainty? 0
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