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BC Chamber Analysis on HST

Many of you would have seen the announcement from the provincial
government regarding the intent to harmonize the provincial sales tax with the
federal GST. This has been a policy recommendation of the Chamber since
2002 and was recently adopted as a priority statement of the BC Chamber.

Following the announcement many members have contacted us with
guestions and concerns regarding the possible implications and impacts of this
measure. To hopefully address many of these issues we have prepared the
attached analysis piece that provides further clarity on the HST and provides
some rationale for the chamber support for such a move.

The Chamber recognizes that some business will be negatively impacted
by this announcement by having a 7% increase in the GST they will be expected
to pass on to the consumer. The Chamber will continue to work with members
and industry sectors to try and mitigate any negative impact that will arise form
this tax shift.

Further to this information the Chamber invites all member chambers to
participate in a conference call on Monday August 10 at 9am to begin a dialogue
with the BC Chamber to ensure that we are aware of the concerns of their
members with a view to being a bridge between the business community and
government on how the HST can be implemented in a way that enhances the
benefits while helping businesses through the transition. Further details on this
call will be provided shortly.

If you have any questions regarding this material of the BC Chamber
position please do not hesitate to contact me and | will be happy to help.

Regards
Jon Garson
Vice President, Policy Development

The full analysis is attached at the end of the newsletter.



BC Chamber News

The BC Chamber of Commerce is still stressing the importance of a trade
relationship with the United States, and that a retaliatory “Buy Canadian” policy is
not the way to stimulate the Canadian economy. They are opposed to
protectionist policies on either side of the border. The Provincial Government
has announced funding in the aquaculture industry for six BC businesses, in line
with recommendations made by the BC Chamber of Commerce in 2005. The BC
Chamber of Commerce, in conjunction with the Canadian Chamber of
Commerce, will be providing comment at the House of Commons pre-budget
consultations based on policy platform. They stress that this is a critical time for
the Chamber Network to be heard to help bring Canada out of the recession and
ensure a fiscally healthy future. The Chamber is offering a pre-paid legal
services benefit with PPL Legal Care of Canada. This service will provide
businesses with access to legal services for personal and small business
matters, such as a lawyer for letter or last will and testament writing. For more
information on the BC Chamber of Commerce, please visit www.bcchamber.org.

New Membership

The Chamber of Commerce has set a goal of signing up 33 new members
by the end of the summer, and we ask for our current members’ help in achieving
this goal. If you know of any businesses that are not chamber members, maybe
the business next door to yours, invite them to join; tell them about the benefits
you enjoy as a chamber member and how being a member would benefit them
as well. Direct them to contact the Chamber of Commerce at 250-747-0125 for
more information.

New Residents/ New Business Barbeque

The Quesnel Visitor Centre is hosting a New Resident/ New Business
BBQ on August 20, 2009. The event will run from 4-7pm, and will include a
Scavenger Hunt and barbeque. The Scavenger Hunt will consist of teams of 2-4
people and each team must supply a digital camera. The first team back with the
most correct answers will win 1°! prize, and other prizes will be drawn. Burgers,
salads, baked goods and other snacks as well as coffee, tea and water will be
provided. This will be a great opportunity to introduce new residents and
businesses to all that Quesnel has to offer and to make new business contacts
and friends.



Chamber Photo Contest

The Chamber of Commerce is holding a contest for photos and video clips
of the Quesnel area and residents. We are especially interested in fishing
photos, but any and all pictures and videos are welcome. Send your entries to
the Chamber of Commerce at chamberphotocontest@gmail.com and receive
one entry in the draw for every different photo or video that you submit. Please
include your name, phone number (to contact winners), and the location shown
in the photo. Photos will be used in future publications, so any extra information
about the entry would be appreciated. Winners will be drawn every week, so
keep submitting new photos and clips.

We have had three winners so far; Susie McNeney, Adam Perdue,
and Sonja Throssell.

Sunset at Fishpot Lake, submitted by Fishing off the dock at Tibbles
Susie McNeney (Puntataenkut) Lake, submitted
by Adam Perdue

Sunset at Tyee Lake submitted
by Sonja Throssell



FAM Tours

Chamber of Commerce and Visitor Centre staff participated in three FAM
(familiarization) tours over the past month. The first was a day trip out to
Barkerville Historical Site and Bowron Lake Provincial Park. At Barkerville, staff
participated in the town tour, toured the King House and Kelly House bed and
breakfasts, watched the Cornish Waterwheel mining demonstration, had a
fantastic lunch at the Lung Duck Tong restaurant, and watched the Gold Rush
Revue theatre show, which was extremely entertaining. The Bowron Lake trip
included stops at both Becker’s Lodge and the Bowron Lake lodge where staff
toured the grounds and the cabins and had the opportunity to hear about the
wildlife and tourists from the operators of both establishments.

The second FAM tour was to Raptor Ridge Campsite. Leah and Reg
made sure the staff were well fed with a barbeque dinner, and then introduced
them to the game of Frisbee Golf. The group played nine holes on the way up to
see the campsites, which includes the two permanent wall tents that are
available for rent, fully furnished and with gorgeous views over Bouchie Lake.

The third tour was to Cottonwood House Historic Site. The Museum and
Visitor Centre staff spent the evening enjoying the Cottonwood Summer theatre
production this week. The show is an hour long production which will keep you
laughing the entire time. This production is another example of the extraordinary
talent that Quesnel has. The staff had a wonderful time and would like to
congratulate all performers on doing such a great job! We also encourage
anyone who hasn’t seen the show yet to pick up your tickets at the Visitor Centre,
Helen Dixon, and Cottonwood house. The show runs Monday to Thursday, with
the last date being August 13". Tickets are $10 for adults and $5 for youth and
seniors.

The Kelly House B&B dining room. Pelican Point wall tent at Raptor
Ridge Campsite.



Tourism Awareness Day

The Quesnel Visitor Centre hosted its first annual Tourism Awareness Day
on July 23", 2009. The event was a huge success as a humber of local
celebrities volunteered their time to be honorary Visitor Information Counsellors.
The goal of this event was to raise awareness on the importance of tourism in
our area, and to showcase the exceptional customer service that the centre
provides to its visitors. It is important for local businesses and citizens to
understand the role that a Visitor Centre plays within their community. The
Visitor Centre would like to thank everyone who was involved and made this
event possible!

Mantracker

Mantracker is coming to Quesnel. Bonterra Productions is filming two
episodes of the hit television series “Mantracker” in Quesnel this August. This
will showcase Quesnel as the hunt location in both episodes, scheduled to air in
2010. Although the prey in these two episodes will not be locals, producer Ihor
Macijiwsky held auditions in Quesnel and there is a strong likelihood that
someone who auditioned will be featured in a future episode. Residents of our
city will had the opportunity to meet Terry Grant, star of the show, at a barbeque
August 4™, from 12-2pm at Cariboo Ford. It was a great day, and all proceeds
from the burgers provided by Mr. Mike’s went to Quesnel Search and Rescue
and the Quesnel SPCA. A huge thank you goes to the Quesnel Community
Economic Development Corporation for bringing the show to Quesnel.

Pull Ahead BC

Pull Ahead BC is a fully funded program for small manufacturers providing
Essential Skills & Lean manufacturing training directly in your workplace. Itis
designed to improve your company profitability and the productivity of your
workers. Itis a fully funded program if you are a BC manufacturer with 50 or less
employees, and your company employs eligible workers (workers who do not
have a high school diploma or a recognized certification, or who have levels of
literacy and Essential Skills). The program provides on the job training
customized to your company business objectives, integrating your own
workplace systems and materials. For more information, contact 604-568-8540
or 604-630-7469, or visit www.PullAheadBC.com.



Member Spotlight

Matrix Research Ltd. is a resource management consulting firm started in
2002 that serves the central and southern regions of the province. They provide
a number of services to clients, including archeological impact assessments,
overview assessments, predictive modeling, and inventories, as well as
traditional use studies, cultural heritage resource management, GIS services,
and much more. They work closely with the First Nations in Quesnel, employing
several First Nations Representatives to assist with fieldwork. Check them out
on the web at www.matrixr.ca (under construction) or contact them at 250-992-
6623.

Upcoming Events

August 5™ — Fun Day with the Youth Centre
10:30am-2:30pm in Lebourdais Park
Games, picnic, Slip’n’Slide
Limit of 20 people, sign up at 250-992-6872, 250-983-6920, or
jody_pettit@yahoo.ca
August 6™ — Movies in the Park
Dusk in Lebourdais Park, bring your own lawn chair
Showing: “Some Like it Hot”
August 8™ — Quesnel’s First Amazing Race
11am Registration at West Fraser Timber Park
Entry deadline is past, but come support the Canadian Cancer Society
and Quesnel Palliative Care Association
August 8" & 9™ — Cariboo Muzzle Loaders 27" Annual Rendezvous
Quesnel Rod & Gun Club
Entry fee: $15 adults, $5 juniors and cubs, $20 blanket prize
Potluck dinner Saturday night
For more information, contact Merv at 250-992-2113 or
mervml@quesnelbc.com
August 15" — Fifties Show and Shine
10am-4pm
Vintage vehicles, kids’ games, fifties music by the YES group at 2pm
August 21%' — New Residents/ New Business BBQ
4-7pm in Lebourdais Park, with Scavenger Hunt around downtown area
Please bring a digital camera for the Scavenger Hunt
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BC Chamber analysis of the BC Harmonized Sales Tax

Many chamber members have contacted us regarding the announcement by the
Provincial Government that they intend to harmonize the BC Social Services Tax (PST)
with the federal Goods and Services Tax (GST). This announcement comes just four
months after Ontario announced its intention to harmonize its provincial sales tax with
the GST. Both provinces intend to implement their harmonized taxes on July 1, 2010.

The Chamber position

Since at least 1989 member chambers have supported a national value-added tax through
the adoption of policy resolutions at the BC Chamber AGM.

This support culminated in a resolution adopted in 2002 calling for the provincial
government to move towards the full harmonization of the PST with the GST.

Further to this consistent support from the Chamber movement delegates at the 2007
AGM approved the adoption of this recommendation as a priority of the chamber
movement in BC. The recommendation that the chamber movement views this issue as a
priority has been reaffirmed at every AGM since.

While we support the announcement by the provincial and federal governments we
recognize that there are some sectors that will be negatively impacted by this change.
The Chamber believes that while every effort must be made to work with these sectors to
address this challenge the benefit to the economy will be profound and as such HST
should go ahead.

The purpose of this analysis is to provide some background to the chamber’s position on
this issue, as well as to provide some clarification around some of the issues and
questions raised by members.



BC tax and productivity position

While on paper a discussion around marginal effective tax rates and BC’s productivity
standing can seem somewhat irrelevant (particularly when hearing from a business that is
worried about keeping its doors open in the face of a 7% tax increase) the chamber
believes that this is the central issue in terms of our long term economic prosperity, our
standard of living and our ability to compete as a small, open trading jurisdiction.

There is a direct relationship between productivity and economic growth, indeed
productivity growth is the single most important determinant of economic growth and is
therefore the single most important factor in increasing living standards which increases
leisure, spending and consumption.

As we face a declining working age population the importance of productivity growth
will become ever more important to our economic growth. Indeed, many commentators
have indicated that productivity growth will be responsible for 72% of our economic
growth from 2006 to 2026,

It is also worth noting the impact of different types The METR represents the

of taxes on marginal investment decisions, a key proportion of the rate of return
determinant of investment decisions on capital and on a marginal investment that
other intermediate inputs. Estimates show that BC’s | accrues to governments. The
marginal effective tax rate (METR) on capital stood calculation of METR’s usually

at 31.6% in 2007, this is above the national average includes not only statutory
and the third highest level in Canada. It is important corporate tax rates, but also
to note that PST represents nearly one-third of the retail sales taxes on business
overall METR, the BC Progress Board stated that inputs, investment tax credits

“harmonizing the PST with the federal GST would do | and other incentives, capital
more to stimulate investment in the province than the | cost allowance rates, inventory
complete abolition of the corporate income tax?...” accounting methods, capital
taxes and the ability to deduct
Experience has clearly shown that a shift to HST has | interest costs.

a positive impact on business investment. Indeed, the

experience in Atlantic Canada (which harmonized in
1997) showed that investment in these jurisdictions jumped by 12% following
harmonization.’

The Chamber believes it is important that as chambers look to determine the impact HST
will have on their members and the wider business community we must look at how this
initiative relates to our overall tax competitiveness.

! Invest in BC: Current Realities and the Way Forward — BC Progress Board, December 12, 2008
2 .y =
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% Lessons in Harmony: What Experience in the Atlantic Provinces Shows About the Benefits of a
Harmonized Sales Tax — CD Howe Institute



Since 2001 BC has seen a consistent move towards creating a tax and regulatory regime
that encourages investment, job creation and wealth creation. This has seen BC currently
enjoying the lowest personal tax rates for anyone earning $116,000 or less, a commitment
to the lowest corporate tax rates in Canada by 2011 at 10% and finally a commitment that
BC’s small business tax rate will be the lowest rate in Canada by 2012.

The Chamber believes that while this initiative presents challenges for certain sectors BC
HST is an essential part of our continued drive as a business community to ensure a
competitive tax environment for the economy as a whole.

As a final comment we also believe it is important to view this initiative as part of a
wider commitment to our overall tax competitiveness. While we do not underestimate the
challenge HST will bring for some sectors this announcement is a further move to
improve the tax competitiveness of BC which has seen significant reductions in personal,
business and small business tax rates.

Interprovincial Comparisons of tax rates as of February 6, 2009

Tax BC Alberta | Ontario | Sask Manitoba | Quebec | New Nova PEI Nfland
Brunswick | Scotia

Corporate income tax (% of taxable income)1

General Rate 11 10 14 12 13 11.9 13 16 16 14
'r\;'g”“facw””g 11 10 12 10 13 11.9 13 16 | 16 5
Small bus 2.5 3 5.5 45 1 8 5 5 3.2 5
Small bus

threshold 400 460 500 500 400 400 500 400 400 400
Corporate capital tax

Non-financial Nil Nil .225 Nil 1/.3 24 Nil .25 Nil Nil
Financial .67/108 Nil .54/.675 | .7/3.25 3.0 48 3.0 4.0 5.0 4.0
Payroll tax Nil Nil 1.95 Nil 2.15 4.26 Nil Nil Nil 2.0
Insurance

premium tax 2-4.4 2-3 2-35 3-4 2-3 2-3 2-3 3-4 35 4
(%)

Fuel tax (cents per litre)

Gasoline 16.84 9 14.7 15 115 20.4 15.7 20.6 15.8 22.4
Diesel 17.69 9 14.3 15 115 22.7 23.6 21.6 20.2 23.3

BC will reduce its corporate tax rate to 10% effective January 1, 2011.

As is shown above BC is highly competitive across a wide range of tax rates levied on
business. The move to harmonize will further this overall tax competitiveness by joining
five other provinces (Ontario, Quebec, Nova Scotia, New Brunswick, and Newfoundland
and Labrador) while also brining us into line with more than 130 countries, including 29
of the 30 OECD countries, greatly increasing our attractiveness to foreign investors.



The tax itself

Starting July 1, 2010, the British Columbia PST will be converted to a value added tax
structure and combined with the federal GST to create the BC Harmonized Sales Tax
(BC HST) at a rate of 12%. The provincial portion will be at a rate of 7% and the federal
portion at a rate of 5% and will use the same rules and tax base as the federal GST.

The key point for business to bear in mind is that for the vast majority of businesses

this initiative removes sales tax
from their costs altogether.

Impact on business - positive

The benefits to business centre on two
key areas - eliminating tax on
business inputs and a reduction in
compliance costs.

Currently businesses can claim input
tax credits (ITC’s) on taxable or zero-
rated goods and services, as under the
GST, with limited exceptions. Stats
Canada estimate that this will save
business in BC $2 billion a year in
costs that up until now were hidden
from the consumer but were still
included in the cost of products and
Services.

Removing the costs (approximately
$2 billion per year) will enhance BC’s
attractiveness as a place to invest and
create jobs across a wide range of

As a GST/HST registrant, you may recover the
GST/HST you paid or owe on purchases and
expenses related to your commercial activities
by claiming input tax credits (ITCs) on line 106
of your GST/HST return.

A commercial activity is defined as a
commercial activity means any business,
adventure, or concern in the nature of trade
carried on by certain persons, but does not
include the making of exempt supplies. It also
includes the supply of real property by any
person, other than an exempt supply, and
anything done in the course of making the
supply or in connection with the supply.

A commercial activity does not include any
business or adventure or concern in the nature
of trade carried on without a reasonable
expectation of profit by an individual, a
personal trust, or a partnership where all the
members are individuals.

industry sectors, including those involved in manufacturing and exporting. Indeed it
should be recognized that 40% of the PST revenue collected under the current PST
system is paid by business — this cost will disappear under HST.

While data is not available for BC the experience in Ontario clearly demonstrated the
savings to be realized through the removal of embedded tax under their PST system.
While the amounts will undoubtedly vary BC’s PST is also an embedded tax and
therefore the principles and savings will also flow to business through the removal of

these costs.




