Global Economic Research Mary Webb (416) 866-4202
mary_webb@scotiacapital.com

Fiscal Pulse

Nova Scotia’s 2007-08 Budget
... Planning for the Debt Reduction Target

Highlights

U Nova Scotia estimates a $99 million surplus for fiscal 2006-07 (FYQ7), up from the $73 million Budget estimate.
and a further increase to a $118 million surplus for FY08. The positive budget balances easily surpass the
Offshore Offset Agreement payments of $57 million and $68 million in FY07 and FY08, respectively.

U As stipulated in its Debt Reduction Plan (April 2005), the Province’s reported net direct debt will decline in
FY08, with a forecast $15 million drop.

O The projected FY08 borrowing program is just $131 million after Nova Scotia pre-borrowed $622 million
during FY07 to benefit from historically low interest rates and maintain a presence in foreign markets through
a US$500 million Global debt issue.

Overview

U As Nova Scotia shifts to a targetted path of net direct debt reduction starting in FY08, it faces Ottawa’s
restructuring of Equalization. Details of the changes, released in this spring’s federal Budget, give Nova Scotia
the option of remaining under the previous Equalization system until its 2005 Atlantic Offshore Accord expires
or permanently moving to the new Equalization system. Under the new Equalization formula, Nova Scotia’s
FYO08 transfer will be $1.465 billion, $79 million higher than its FY07 payment (see table p.3). The prior formula,
as it now stands, offers $78 million less than the FY07 payment — a total $157 million difference from the new
Equalization framework. The Offshore Accord Offset payment for FY08, however, will be $62 million lower
under the new framework, trimming the net gain from the new system to $95 million.

O Forits FY08 Budget estimates, Nova Scotia uses the new Equalization formula. Subsequent to the release of
Nova Scotia’s Budget, the federal government on March 23 indicated that N.S. will have until March 2008 to
make a final decision, providing N.S. with the option to return to the old Equalization framework as of FY09.
This revised condition was also extended to Newfoundland and Labrador. Nova Scotia wishes further
negotiation. The Nova Scotia legislature unanimously supported the motion that the Atlantic Accord is a “stand-
alone economic tool that supports Nova Scotia’s goal of self-sufficiency”. The Province states that the 2005
Accord stems back to its 1982 negotiations with the federal government, when the Province agreed to set aside
its claim to jurisdiction over its offshore resources in consideration of a joint management regime and sharing
the offshore revenues. With respect to the offshore revenues, given Ottawa’s constitutional obligation to further
the economic development of all regions, Nova Scotia maintains that it was to be the principal beneficiary of the
offshore revenues until its fiscal capacity surpassed the national average.
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U Nova Scotia’s economic growth strategy aims to improve the province’s performance to the Canadian
average or higher by 2020. Prior to this Budget, the government released legislation that would integrate
very significant environmental goals with its growth strategy (see text
box, p.3 details of measures). Critical to these plans is the Equalization Nova Scotla’s Net Debt Declines
outcome. Assuming the new Equalization framework, a $120 million
surplus is estimated for FY09, climbing to $200 million by FY11. For 12 15 billions %| 2
provincial real GDP, the government forecasts a pickup from the Net Debt / GDP
estimated 2.0% gain in 2006 to annual advances of about 2.4% in 2007, , (RHS)

L | 44
and 2008, representing a healthy but not robust expansion. Yet in the

wings are a couple of significant projects such as the Deep Panuke

offshore natural gas field for which development and benefit plans were 4 g |. | 36

filed in November 2006, an LNG plant at Goldboro that recently
received environmental approvals and the province’s potential as a key
North American Atlantic Gateway for Europe and West Asia. 0.9 | | 28
Debt Service (LHS)
FYO07 Bottom Line Offers Pleasant Surprise
O After the Q2 Update indicating a narrower surplus, FY07 revenues are ~ 0.8 “———————————— 1 20
now forecast to climb 6.1% in FY07, up from the 4.8% Budget estimate. FY99 01 03 05 O7e
Own-source receipts are expected to account for 86% of the advance Sse‘j\‘l’lrc‘;:sf°src"c‘)‘;;E’Ei’§no“:q‘l’§:}’; 'F"Jgg“’;o o
above budget. An $11 million saving on the debt service should also ' ’
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Nova Scotia Monthly Offshore

add to the black ink. The government’s mid-year promise to scale back
Natural Gas Production

non-essential spending for the remainder of FY07 has held program

spending growth close to the budget forecast, countering the 550 millions of cubic metres
expense of contract settlements with acute-care health workers and 500
the risk of larger pension valuation adjustments. Capital projects in
FY07 were bumped up $71 million to $406 million to accelerate road 450
work and school construction and take advantage of opportunities to
preserve new Crown land. 400
Resource Royalties Should Boost FY08 Receipts 350
U Revenue growth in FY08 is expected to be a solid 5.6%. Own-source 300
receipts are projected to rise almost 5%, fueled by offshore petroleum
royalties climbing 56% as Sable output rises with the installation of a 250
new compression platform. In addition, Sable stakeholders, having
achieved predetermined return thresholds, are now subject to higher 200 02 03 05 07

royalty rates. A hefty 7.2% hike is projected for federal transfers, partially
reflecting increased Equalization as well as items such as the trusts set
up under federal Bill C-48. Nova Scotia has not included in its FY08
estimates its share of Ottawa’s proposed Wait Time Guarantee Trust,
an Immunization Trust, the Canada ecoTrust and additional
infrastructure financing, and these funds will not be included until federal
spending plans are approved and the expenses incurred.

Source: Canada - Nova Scotia Offshore Petroleum Board.

Nova Scotia’s Budget Arithmetic
$ millions except where noted

FY07 FY08
. , . . . Budget Rev. Budget
As ar_mounced in last year's Budget, Nova Scotia, recognizing its Personal Income Tax 1652 1679 1718
heavier tax burden relative to a number of other Provinces, has Corporate Income Tax 379 386 387
embarked on a four-year personal income tax (PIT) reduction and a Harmonized Sales Tax 1104 1,085 1,096
phased elimination of its Large Corporations Tax, a capital tax, by mid- Royalties - Petroleum 280 270 421
2012. This year’'s Budget offers several targetted tax cuts, including a Offshore Licenses Forfeitures 0 4 0
doubling of the Graduate Tax Credit to $2,000 for individuals finishing Other Own-Source Revenue® 1726 1796 1,852
school after 2007. Federal Transfers 2,359 2,373 2,544
Total Revenue 7,500 7,592 8,018
To boost revenues, the tobacco and aviation fuel taxes rise gfgg:rvsif: nding G’ng 6’322 G’S;Z
immediately and most user fees and government charges will climb Total Spending 7,448 7,451 7,872
6.8%, effective April 1, following a government-wide increase in April Pension Valuation Adjustment .33 107 69
2004. For future hikes in existing user fees, the government will Consolidation & Other Adj.** 55 65 41
support legislation stipulating notification to the legislature and an Budget Balance 73 99 118
opportunity for discussion. Financing Requirement 909 1,531 131
. . . . Memo Items, %
Program Spending in FY08 Shifts Higher Own-Source Revenue* / GDP 158 160 16.2
U The Province plans to ease FY08 program spending growth to 6.5%, Program Spending / GDP 19.9 19.9 20.4
though after the 16.0% jump over the prior two years, outlays are Debt Service / Revenue 12.9 12,6 11.9
expected to top 20% of GDP in FY08. In health care, negotiated Annual Change, %
compensation settlements add $46 million to the health envelope. For Personal Income Tax 53 7.1 23
education, the planned funding increase is 5.2% per student. Financing Corporate Income Tax 47 6.7 0.3
for the Nova Scotia Community College system will climb 15.3%, with Harmonized Sales Tax 4.4 2.6 1.0
nearly $5 million to create almost 600 new spaces focused on IT and Total Own-Source Revenue* 51 6.7 4.9
skilled trades. Responding to N.S.’s relatively high university tuition fees, ~ ~cdeal Transfers 41 47 7.2
the Province aims to rein in these fees to the national average by the ;°ta| Revenue ) 8 61 56
rogram Spending 82 8.4 6.5

2010-11 school year. For 2007-08, a $12%: million tuition freeze is
planned with almost another $12 million to cover $500 bursaries for
Nova Scotia residents attending N.S. universities. Shortly, the Province
plans to begin directly funding the Nova Scotia Student Loan Program to
lower interest rates for students.

* Includes net income from government business enterprises.
** Includes consolidation of government agencies, such as health
and hospital boards and school boards.

Faced with recent actuarial assessments of its Public Services Superannuation Plan that indicate current contributions
lagging benefits, the government proposes a contribution increase to 2.42% of salary costs as of April 1, 2007, to be

shared equally between the employer and employee.

Though falling back from last year’s surge, FY08 outlays for capital assets are still expected to top $250 million. With the
decision of the Province and the Halifax Regional Municipality to withdraw their bid for the 2014 Commonwealth Games
due to escalating costs, the Province proposes a ten-year $50 million program, to be cost-shared with municipalities and
communities, to ensure that recreational facilities are still constructed and upgraded.
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Nova Scotia’s Equalization Options and Debt Reduction Plan

Nova Scotia’s Debt Reduction Plan (April 2005)
stipulates that the surplus each year through fis-
cal 2011-12 (FY12) must cover the Offshore Off-
set payment reported on an accrual basis to
avoid re-borrowing the $830 million Accord up-
front payment that was used to retire the Prov-
ince’s direct debt. With the annual Offshore Offset
payments on an accrual basis lower to date than
expected in 2005, a larger Offset payment will
probably be accrued in FY12, boosting reported
revenues and the surplus.

The Debt Reduction Plan also includes a commit-
ment to reduce Nova Scotia’s Net Direct Debt, be-
ginning in FYO08. In fact, higher-than-anticipated

Equalization Transfers - Nova Scotia

$ millions
annual

FY07 FY08 $ change FY09*
March 2007 Framework - "New" (N.S. Budget, Mar.23, 2007)
Equalization 1,386 1,465 79 n.a.
Offshore Oil & Gas Payments 57 68 11 n.a.
Post-2004 Framework - "Old" (Federal Budget, Mar.19, 2007)
Equalization 1,386 1,308 -78 1,294
Offshore Oil & Gas Payments 57 130 73 226
Memo Items (N.S. Budget, Mar.23, 2007)
N.S. Resource Royalties 270 421 151 n.a.

* Federal FY09 projections may be revised in the fall of 2007.

annual
$ change

n.a.
n.a.

-14
96

surpluses permitted the Net Direct Debt to be reduced by $22.6 million in FY05 and $66.0 million in FY06. In FYO07, a
planned pick-up in capital projects to meet infrastructure priorities broadened the debt by an estimated $190 million.
With $15.4 million of debt reduction planned for FY08, the Net Direct Debt of $12.41 billion by March 2008 will be $7
million less than the amount forecast in the 2005 Debt Reduction Plan.

Major Revenue and Expenditure Measures (Mary Webb & Karen Cordes)

Revenues

Personal Income Tax (PIT): For volunteer firefighters, a refundable tax credit will start at $250 in 2007 and double by 2009.

Corporate Income Tax (CIT): A 35% refundable Digital Media Tax Credit will be introduced as of January 2008.

Harmonized Sales Tax (HST): Parallel to Ottawa’s GST rebate for certain convention and tour operations in its new Foreign
Convention and Tour Incentive Program, N.S. will offer an equivalent provincial HST rebate that the Province hopes will
partially offset the impact of Ottawa’s cancellation of the federal Visitors GST/HST rebate.

Other Taxes: The tobacco tax will rise by $2.00 per carton as of March 23, 2007.

The aviation fuel tax will jump from 0.9¢/litre to 2.5¢/litre as of March 23, 2007, moving in line with other Provinces.

Expenditures

Health: In addition to ongoing efforts to strengthen cancer treatment, the diagnostic equipment available and long-term
care, the government this year is appointing a Public Health Leader and will begin to strengthen the population health

assessment and surveillance capacity.

The $190 million Pharmacare commitment for FY08 covers Seniors ($135 million), income assistance recipients and their
dependents ($53 million) and children of low-income parents ($2 million). In FY08, $5 million will be used to develop a publicly
subsidized prescription drug insurance program for the 19.5% of Nova Scotia families without drug coverage.

Post-secondary Education and Training: A new Repayment Assistance Program will help financially stretched students

by arranging payments at more manageable levels.
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Major Revenue and Expenditure Measures

Expenditures (continued)

A new, multi-year, needs-based grant program will be implemented in 2007-08 to help students from low-income families
fund their second, third, fourth or fifth year of studies.

The apprenticeship training program will receive close to $4.0 million for enhancements.

Seniors: A Department of Seniors will be created and the Province will continue with its Continuing Care Strategy that aims
to create 1,320 new long-term care places over the next eight years.

Environment: An Act Respecting Environmental Goals and Sustainable Prosperity introduced on March 22, 2007, outlines
21 objectives. Targets set for 2009 include ending further net loss of wetlands, developing a sustainable procurement policy
for the provincial government and trimming nitrogen oxide emissions by 20% relative to 2000 levels. Looking to California as
an example, new motor vehicle emission standards will be set for 2010 and a comprehensive water resource management
strategy will be developed. By 2013, renewable energy is expected to account for 18.5% of the Nova Scotia’s power supply.

The federal Budget 2007 for FY08 provides Nova Scotia with funding of $42.5 million under Canada ecoTrust and $19
million under the National Water Strategy.

Other: A strategic framework will be developed in FY08 to help Nova Scotia become a leader in R&D, innovation and
commercialization. Ottawa’s Budget 2007 offers $15 million for the Life Sciences Research Institute in Halifax.

The winter works program will be revived with $0.8 million, offering wage subsidies to businesses, municipalities, and not-
for-profit organizations to encourage them to hire unemployed and under-employed.

A four-year program, beginning with an $8 million investment this year, will hire 250 new police officers.

Nova Scotia’s Immigration Strategy, in its third year, has helped to raise the number of newcomers by 66% to just over 2,500.
Partnering with employers facing skills shortages will focus The Nominee Program recruitment efforts this year will concentrate
on partnering with employers facing skills shortages.

Capital Spending: The goal of broadband access throughout Nova Scotia by December 2009 will begin to be implemented
this year with an investment of up to $10 million, in partnership with the private sector, that investigates the most commercially
viable and sustainable model for the first set of unserved communities.

March 23, 2007

Scotia Economics

Scotia Plaza 40 King Street West, 63rd Floor
Toronto, Ontario Canada M5H 1H1

Tel: (416) 866-6253 Fax: (416) 866-2829
Email: scotia_economics@scotiacapital.com

This Report is prepared by Scotia Economics as a resource for the
clients of Scotiabank and Scotia Capital. While the information is from
sources believed reliable, neither the information nor the forecast shall
be taken as a representation for which The Bank of Nova Scotia or
Scotia Capital Inc. or any of their employees incur any responsibility.



o
=
0
b
O
o
c
(@)
e
9
0
Vv
7))

Global Economic Research

Fiscal Pulse

Mary Webb (416) 866-4202
mary_webb@scotiacapital.com

October 5, 2006

Nova Scotia’s 2005-06 Final Results
... An Offshore Revenue Boost

U Nova Scotia reports a $228 million surplus for
fiscal 2005-06 (FY06), $165 million ahead of the
Budget estimate and $58 million above last year’s
positive balance.

0 The debt service in FY06 dropped to just under
15% of revenues from 22% at the beginning of the
decade. At $988 million, it is the lowest amount since
FY98. Excluding interest on pension, retirement and
other obligations, the debt service was just over 13%
of total receipts.

Nova Scotia’s fiscal repair continues, with the Province
reporting a $66 million reduction in its net debt to

$12.24 billion by March 2006. This exceeds the guidelines
of the Province’s revised Debt Reduction Plan announced
in April 2005. The Plan stipulates that annual surpluses
from FY06 to FY12 must at least match the deferred
revenue each year from the Offshore Revenue Agreement
to avoid re-borrowing the $830 million upfront payment
from the Agreement that Nova Scotia directed to debt
reduction. In FY06, the final surplus was four times the
deferred revenue of $57.1 million; in FY07, the forecast
$73 million balance surpasses the estimated deferred
revenue of $57.4 million. Nova Scotia is also ahead of
schedule on the Plan’s commitment to reduce its net direct
debt in FY08 and each year thereafter.

Own-source revenues in FY06 climbed 7.7%,

$158 million ahead of the Budget estimate, pushed by a
$137 million gain in offshore petroleum royalties and
offshore license forfeitures. The former were driven by
higher natural gas prices during FY06 which allowed
working interest holders to achieve pre-determined return
thresholds, resulting in higher royalty rates. For FYQ7, the
Province expects offshore petroleum revenues to jump to
$280 million.

Net program expenditures in FY06 rose 7.3%, $70 million
above Budget. Additional outlays included further assistance
to universities as they contain tuition costs, increased funding
for the district health authorities and financing for the Smart
Choices Energy program. While the spending overruns were
relatively broad-based, the wage settlements that exceeded
the original Budget estimates were more than offset by civil
service adjustments and additional unallocated recoveries.
Nevertheless, net program spending over the past two years
has jumped 16%, and a further 7.7% increase is planned.
Capital purchases for FY06 were revised 3.7% ($10.4
million) higher, reflecting greater funding for highway
construction and adjustments to school building plans.

Nova Scotia's Budget Arithmetic*
millions except where noted

05/06 06/07
Bud. Actual Budget
Addendum
Personal Income Tax 1,554 1,568 1,652
Corporate Income Tax 350 362 379
Harmonized Sales Tax 1,069 1,058 1,104
Royalties - Petroleum 30 124 280
Offshore Licenses Forfeitures 0 43 0
Other Ow n-Source Revenue* 1,181 1,187 1,149
Federal Transfers 2,261 2,266 2,359
Total Revenue** 6,444 6,608 6,924
Net Program Spending 5496 5,566 5,996
Debt Service 1,017 988 964
Total Spending 6,513 6,554 6,960
Pension Valuation Adjustment -24 -30 -33
Consolidation & Other Adj.*** 157 205 142
Budget Balance 63 228 73
Financing Requirement 340 932 909
Memo ltems, %
Ow n-Source Revenue* / GDP 133 13.8 13.9
Net Program Spending / GDP 17.5 17.7 18.3
Debt Service / Revenue 15.8 14.9 13.9
Annual Change, %
Personal Income Tax 6.2 7.3 5.3
Corporate Income Tax 6.4 9.9 4.7
Harmonized Sales Tax 3.7 2.6 4.4
Total Ow n-Source Revenue** 3.8 7.7 5.1
Federal Transfers 4.0 4.2 4.1
Total Revenue 3.9 6.5 4.8
Net Program Spending 6.0 7.3 7.7

* Components maynot sum to totals because of rounding error.

*Includes net income from government business enterprises.

** Includes consolidation of government agencies, accounting
adjustments and sinking fund eamings.

Legislature & Credit Ratings

Premier: Rodney MacDonald

Elected: June 13, 2006

Provincial Legislature Seats
Conservatives 23
NDP 20
Liberals 9
Total 52

Credit Ratings

S&P A+
Moody's A1
DBRS A
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Nova Scotia took advantage of low long-term interest rates last year, raising its borrowing from the
planned $340 million to $932 million. In addition to pre-financing, the Province called and refinanced debt
issues totaling $255 million and borrowed $112 million for the Nova Scotia Municipal Finance Corporation. Over
the year, three 30-year domestic public issues raised $650 million, the domestic medium note program totaled
$190 million and a $92 million CPP Investment Board debt issue was rolled over. As of March 2006, the
unamortized net foreign exchange gain was $91 million. Nova Scotia’s remaining foreign currency exposure is in
US dollars and by the end of FY06 had dropped to 13.1% from 16.2% a year earlier. Net of the US dollar-
denominated assets accumulated in the Province’s sinking funds, the foreign currency exposure was 8.9%. The
Province’s exposure to floating interest rates was 15.5% as of last March, at the low end of the 10% to 30%
policy range.

Nova Scotia has recently received an upgrade from each of the rating agencies. While a number of factors,
such as the stronger Canadian dollar, are pressuring Nova Scotia’s economy, the Province’s outlook is
supported by several recent events. These include renewed pre-development activity for the offshore Deep
Panuke gas field, expansion of Nova Scotia’s “gateway” role, substantial investment in tire manufacturing and a
resumption of production at a major paper mill complex following its closure since December. The latter
development follows new labour and power rate agreements for the paper producer as well as a $65 million
payment from the Province to the company from FYO08 to FY14 in exchange for a release from Nova Scotia’s
contractual obligation to provide the firm with 200,000 acres by 2013. For the proposed Bear Head LNG
terminal, new ownership indicated significant commitment to the project, though some uncertainty has emerged
with respect to pipeline tolls if a pipeline is built in New Brunswick from the Canaport LNG facility under
construction at Saint John to the U.S. border. For the Maritimes and Northeast system that the Bear Head LNG
terminal will use, the proposed pipeline would divert significant volumes.

The ratings upgrades also recognize Nova Scotia’s significant fiscal repair. In addition to its Debt
Reduction Plan, Nova Scotia was among the first Provinces to begin consolidating its government agencies. In
addition to taking full advantage of the Offshore Revenue Agreement with Ottawa to repay debt, the Province
stands to benefit from higher transfers as the new federal government addresses fiscal imbalance this fall. The
Budget Addendum presented by the new government in July indicated that the Province was on track to achieve
an FYO07 surplus of more than $70 million. Yet even with recent progress, Nova Scotia’s net debt burden
remains relatively high, underlining the importance of reinforcing the Province’s competitiveness and maintaining
debt reduction as a priority.

This Report is prepared by Scotia Economics as a resource i H

for the clients of Scotiabank and Scotia Capital. While the g(gg:llgasacggllgr:nlsﬁrseet West. 63rd Floor
information is from sources believed reliable, neither the T 0 o C 9 da M5H “1”
information nor the forecast shall be taken as a representa- oronto, Ontario Canada

tion for which The Bank of Nova Scotia or Scotia Capital Inc. Tel: .(41 6) 666'6253 Fax: (41 ff) 855'2829
or any of their employees incur any responsibility. Email: scotia_economics@scotiacapital.com
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Nova Scotia’s 2006-07 Budget Addendum

Highlights

e The priorities and plan of the original 2006-07 Budget, presented
on May 9th, are essentially unchanged in the re-elected govern-
ment’s Addendum. The net impact of several revenue and expen-
diture updates is a $1.6 million increase in the surplus for fiscal
2006-07 (FY07) to $73% million.

e The projected FYQ7 borrowing program is unaltered at $909 million
(following $932 million in FY06), as is the forecast $760 million
requirement for FY08.

Nova Scotia has made only minor adjustments to the FY07 reve-
nue and expenditure forecasts presented in its May Budget

(please see Fiscal Pulse report on the May Budget and revised FY07
summary table on page 2). Offsetting revenue adjustments, such as a
$12.3 million gain in Harmonized Sales Tax receipts versus an $8 mil-
lion drop in petroleum royalties, result in total receipts just $1.5 million
higher. Election-related expenses have lifted net program spending in
FYO07 by $8.3 million, but the debt service is expected to be $8.4 million
lower reflecting a reduction in interest costs for long-term debt.

The government now expects a more solid provincial economic
performance in 2006. Against a backdrop of a slightly stronger 3.2%
national expansion this year, provincial real GDP growth has been
raised from 2.2% to 2.5%, supported by forecasts of higher exports,
personal income and retail sales. The Canadian dollar in FYQ07 is now
expected to average 90.45¢(US), revised up from 85¢(US).

Nova Scotia is proceeding with a number of its planned initiatives.
Following the Province’s Immigration Strategy recommendations, a
further fee reduction — the $5,000 levy for a skilled immigrant entering
N.S. — will be eliminated on new applications effective July 1, 2006.
Application and processing fees for economic nominees will now be
reviewed. Regulation of retail gasoline prices also began on July 1, and
a review of the new system is proposed one year hence. With the prov-
ince divided into six zones, the price will be set every two weeks using
the New York Harbor spot price as a benchmark, with a fixed 6¢ whole-
sale margin and a specified range for a variable retail margin and
transportation allowance. A report on Nova Scotia’s infrastructure
supports the Budget increase in public-sector capital projects from
$280 million in FY06 to $335 million in FY07, committing the govern-
ment to an investment of more than $1 billion in “built capital“ over the
next four years. The plan includes continued attention to growing the
province’s role as Canada’s Atlantic Gateway, highway projects over
the next decade surpassing $1.5 billion, municipal partnerships, Nova
Scotia’s Wireless Initiative and five-year construction plans for health
and education.

Over the past year, Nova Scotia’s fortunes have been mixed, as
illustrated by indicators such as job creation. While the Province’s tire
manufacturing expands, an extended shutdown of its major paper mill
capacity at Port Hawkesbury persists, pending the decision of the Nova
Scotia Utility and Review Board on the company’s proposed 15% de-
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crease in electric power rates. The unionized workers have Nova Scotia's Budget Arithmetic*

agreed to reduced wages and benefits and the Province has $ millions except where noted

agreed to a $65 million payment, expected from FY08 to 05/06 06/07
FY14, in exchange for a release from its contractual obliga- Bud.  Rev. Budget

tion to provide 200,000 acres to the firm by 2013. Construc- Addendum

tion of an LNG terminal at Bear Head is delayed until a long- Total Revenue™ 6444 6614 6,924

term supplier can be secured. Notable good news includes

the recently negotiated Offshore Strategic Energy Agreement Net Program Spending 549 5588 5,996
(OSEA) establishing a framework for the development of the Debt Service 1,017 995 964
Deep Panuke offshore natural gas field that outlines the roy- Total Spending 6,513 6,583 6,960
alty structure, employment expectations, industrial benefits Pension Valuation Adjustment -24 -38 -33
and R&D funding. As the regulatory approval process be- Consolidation & Other Adj.*** 157 159 142
gins, production from this potential project could be realized Budget Balance 63 151 73
by the end of this decade, supplementing declining output Financing Requirement 340 932 909

from the Sable project towards the middle of the next decade.
Memo ltems, %

Nova Scotia’s revenues continued to be buoyed by off- Debt Service / Revenue 15.8 15.0 13.9
shore royalties, estimated to be sharply higher in FY07 at
$280 million. With no further major spending increases, the
Province’s debt reduction plan remains on track. The pro-
jected $73%: million FYQ7 surplus exceeds the $57.4 million
Atlantic Accord offset payment by a comfortable margin, indi-
cating no near-term re-borrowing of the $830 million debt
retirement from the upfront payment under the 2005 Atlantic
Accord.

Annual Change, %
Total Revenue 3.8 6.6 4.7
Program Spending 5.8 7.6 7.3

* Components may not sum to totals because of rounding error.
** Includes net income from government business enterprises.
** Includes consolidation of government agencies and sinking

fund earnings.
This Report is prepared by Scotia Economics as a resource i H
for the clients of Scotiabank and Scotia Capital. While the g;ﬁ:lsasacgg]}grlsﬁrseet West. 63rd Floor
information is from sources believed reliable, neither the T 0 o C 9 M5H “1”
information nor the forecast shall be taken as a representa- oronto, Ontario Canada M5

Tel: (416) 866-6253 Fax: (416) 866-2829

tion for which The Bank of Nova Scotia or Scotia Capital Inc. ) ¢ ] ) >
Email: scotia_economics@scotiacapital.com

or any of their employees incur any responsibility.



