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2010 Comparison of Personal Costs and Taxes Net of Graduate Credits

and Tuition Rebates

Single Person: $50,000 BC AB SK MB ON
Provincial Income Tax 2,199 3,026 3,904 4,578 2,455
Graduate Tuition/Credit Rebates 0 0 (2,000) (2,500) 0
Health Premiums 684 0 0 0 600
Subtotal PIT, Credit and Premiums 2,883 3,026 1,904 2,078 3,055
Property Tax Credits (570) 0 0 (650) 0
Retail Sales Tax 584 0 352 512 843
Gasoline Tax 536 180 300 230 446
Total Provincial Taxes, Credits and Premiums 3,434 3,206 2,556 2,169 4,344
Mortgage Costs 20,509 14,576 11,372 8,790 15,382
Property Taxes 3,698 2,011 2,947 2,629 3,296
Home Heating 1,404 920 1,208 1,361 1,198
Electricity 557 1,202 995 583 998
Auto Insurance 1,355 1,290 876 1,035 2,952
Telephone 312 279 258 286 260
Total Living Costs 27,835 20,278 17,656 14,684 24,086

Total Personal Costs and Taxes 31,268 23,484 20,213 16,854 28,431
Sums may not add due to rounding.
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QC NB NS PE NL Single Person: $50,000
5,157 3,998 4,673 4,580 3,978 Provincial Income Tax
0 (3,998) (2,500) 0 0 Graduate Tuition/Credit Rebates
578 0 0 0 0 Health Premiums
5,734 0 2,173 4,580 3,978 Subtotal PIT, Credit and Premiums
(50) 0 0 0 0 Property Tax Credits
711 801 807 554 926 Retail Sales Tax
498 360 464 316 486 Gasoline Tax
6,893 1,161 3,444 5,450 5,390 Total Provincial Taxes, Credits and Premiums
9,192 8,350 7,837 5,860 7,636 Mortgage Costs
3,182 2,402 2,335 2,368 1,681 Property Taxes
1,780 1,416 1.117 1,995 1,814 Home Heating
591 923 1,013 1,485 941 Electricity
825 859 1,091 840 1,416 Auto Insurance
260 266 303 296 266 Telephone
15,830 14,216 13,696 12,844 13,754 Total Living Costs
22,724 15,378 17,140 18,294 19,143 Total Personal Costs and Taxes

Sums may not add due to rounding.
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2010 Comparison of Personal Costs and Taxes

Single Person Earning $30,000

Thousands of Dollars
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Bl NOTES

Provincial taxes,! credits and premiums are based on information available prior to March 23, 2010, for the following
major urban centres in each province: Vancouver, Calgary, Saskatoon, Winnipeg, Toronto, Montréal, Saint John, Halifax,
Charlottetown and St. John’s.

Auto Insurance coverage includes $2 million Third Party Liability, a $500 All Perils Deductible, accident benefits and
$2 million Standard Policy Form #44 family protection coverage for those jurisdictions without no-fault injury coverage,
and La Societé¢ de ’Assurance Automobile du Québec injury protection in Montréal. The driver is married, age 35, has been
accident- and conviction-free for 15 or more years; and the auto is driven to work and school on a limited commuting basis.
Rates were provided by the Insurance Corporation of British Columbia for British Columbia, SGI Canada for Saskatchewan,
and Manitoba Public Insurance for Manitoba. Rates for other cities are the average of the quotes from 10 private insurers
providing coverage in those provinces. Discounts for second or multiple vehicles, where available, are not included in the
auto insurance calculations. Rebates issued by MPI or other insurers are also excluded. Auto insurance for the 2000 Dodge
Caravan and the 2003 Chevrolet Malibu are used in these examples, two of the more common vehicles driven in Manitoba.
The single-earner families of four at $40,000 and $60,000 insure the Malibu, while the two-earner family of four at $60,000
and the two-earner family of five at $75,000 insure both the Malibu and the Caravan.

Child Care costs are based on annual parent fees, less subsidies paid, for preschool aged children, typically over two years
of age and under six years of age, for 260 days or 12 months per year. Manitoba and Quebec are the only provinces with
regulated maximum parent fees. Fees for other provinces are those obtained online and/or in a survey conducted in the first
quarter of 2010.

Electricity charges are based on annual consumption of 8,100 kWh for a detached bungalow for families with $40,000
and $60,000 of income. Annual consumption of 4,500 kWh is used for the single person and single parent renters and
13,500 kWh for the family at $75,000. Rates do not include municipal taxes or charges.

Gasoline Tax is based on annual consumption of 2,000 litres for the single-vehicle families and 3,000 litres for the two-vehicle
families. The gasoline tax includes all provincial levies on gas, including carbon tax and sales tax where applicable. Sales tax is
based on pump prices as of December 15, 2009.

Health Premiums are annual premiums for hospital insurance and medical services in provinces which levy them. Quebec’s
Prescription Drug Plan fee is included.

Home Heating charges are based on an annual consumption level of 3,200 cubic metres for a detached bungalow for families
with $40,000 and $60,000 of income. Annual consumption for the detached bungalow has been proportionally adjusted for
a family with $75,000 of income to reflect the consumption for an executive detached two storey. For the Atlantic provinces,
the figures represent the BTU equivalent consumption of fuel oil. Refundable home-heating benefits have been deducted from
home-heating costs where applicable.

Mortgage Costs are based on the average home prices for a detached bungalow for families with $40,000 and $60,000 of
income, and for the graduate with $50,000 of income, and on an executive detached two storey for a family with $75,000
of income, from the Royal LePage Fourth Quarter 2009 Survey of Canadian House Prices, with one-half of the home price
being financed over 25 years at a five-year closed mortgage rate of 5.5%.

1 Tables reflect 2010 budget changes for Alberta, British Columbia, New Brunswick and Canada.
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Net Child Benefits represent provincial programs comparable to the Canada Child Tax Benefit for families with children.
Provincial child benefit measures are available in British Columbia (BC Family Bonus and the BC Earned Income Benefit),
Alberta (Alberta Family Employment Tax Credit), Manitoba (Manitoba Child Benefit), Ontario (Ontario Child Care
Supplement for Working Families and the Ontario Child Benefit), Quebec (Child Assistance Payments), New Brunswick
(New Brunswick Child Tax Benefit and the New Brunswick Working Income Supplement), Nova Scotia (Nova Scotia Child
Benefit), and Newfoundland and Labrador (Newfoundland and Labrador Child Benefit).

Property Taxes are based on the assessed values for a detached bungalow for families with $40,000 and $60,000 of income,
as per the 2007 Residential Property Taxes and Utility Charges Survey (City of Edmonton) updated for 2009 by the property
tax component of each province’s Consumer Price Index. Property taxes for the detached bungalow have been proportionally
adjusted for a family with $75,000 of income to reflect the taxes paid for an executive detached two storey.

Provincial Income Tax is calculated for a single renter with $30,000 earned income, a single parent with one preschool
child who rents and has $30,000 in earned income, and three family profiles with $40,000, $60,000 and $75,000 of earned
income, respectively. These incomes are before receipt of the Universal Child Care Benefit (UCCB) but the UCCB is used
in the calculation of income tax. For the single parent, UCCB is treated as taxable income of the dependent child. Families
include one income earner, a spouse and two preschool dependent children; two income earners and two preschool children;
or two income earners and three preschool children. For two-earner families, one spouse is assumed to earn 60% of the
family income while the other spouse earns 40%. Personal non-refundable credits include the CPP/QPP and EI contribution
credits. For the single parent, child-care costs less subsidies for each province have been deducted from income. For two-earner
families, eligible child-care costs have been deducted from the income of the spouse with the lower income. Gross Quebec
personal income tax has been reduced by the 16.5% abatement from federal income tax. Refundable sales tax credits and
provincial tax reductions and rebates have been deducted from income tax payable. Property tax credits for renters are included
in income tax, but property tax credits for homeowners are shown separately.

Rent is from Canada Mortgage and Housing Corporation’s Rental Market Survey, October 2009, and is based on the average
one-bedroom apartment rent for each urban centre.

Retail Sales Tax is based upon an average expenditure basket at the selected gross income levels from the 2007 Survey of
Household Spending (Statistics Canada), inflated to 2009 values using each province’s Consumer Price Index. Amounts for
British Columbia and Ontario are based on the new HST regime.

Transit Fares are based on adult monthly pass rates in effect in February 2010. The full impact of the federal non-refundable
public transit tax credit has reduced the cost of transit fees shown for the single individual and single parent with one
child examples.

Telephone charges are the basic service rates for individual residences.
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B Appendix 3:
MANITOBA'S COMPETITIVE ENVIRONMENT FOR MANUFACTURING

Manitoba’s manufacturing sector is highly diversified, producing a broad range of industrial and consumer goods. Major
manufactured goods include urban and intercity buses, acrospace equipment, primary metals, fabricated metals, industrial
chemicals, machinery, pharmaceuticals, processed meats, processed vegetables and grain products, furniture, plastic products
and manufactured windows. Manitoba is North America’s largest manufacturer of buses and Canada’s third-largest centre
for the manufacture of acrospace equipment. Biovail, located in Steinbach,

is one of the largest Canadian-owned pharmaceutical companies in the .
Payroll-related levies

world. Maple Leaf Foods operates one of the world’s largest and most U.S. employers pay federal and state

technologically advanced meat processing plants in Brandon, Manitoba’s

. unemployment taxes, social security tax
second-largest city.

and medicare tax and are also required

Manitoba’s competitive business environment continues to attract to provide workers’ compensation
manufacturing investment due to: coverage. Canadian employers do not
* our central location and excellent transportation links to the rest of pay provincial unemployment or federal

North America medicare taxes, though some provinces

¢ low industrial and commercial land costs have payroll taxes. For example, at the

same wage level, a firm in Atlanta will
* clectricity costs which are among the lowest in the world

have higher payroll-related taxes and
* askilled and well-educated work force levies than in Winnipeg.

* one of the best R&D tax credit regimes.
Payroll-Related Taxes and

Mamtol?a Finance’s competitiveness model compares the tax struc'ture.and Levies per Employee
colst .envlronmenlt fo}r1 represe?lt:lve s.malle.r fmd larger manufacturing firms Larger Manufacturing Firm
relative to several other North American cities. Winnipeg and Atlanta
The model simulates start-up, operating, financial and taxation costs 7Th0U53"d5 of Canadian Dollars
over a period of 20 years. It incorporates future unconditional changes
in taxes that have been announced by the federal and provincial or state c
governments. The representative firms™ profiles have been updated using 51
the most recent data available from Statistics Canada, local economic a
development boards and other public sources.
3-

Interjurisdictional Competitiveness o

. .. 19
The following indicators are used to assess cost and tax competitiveness for

. . . 0

both a smaller and a larger manufacturing firm: TR e

* net cost of investment, or start-up costs (including applicable taxes) m
Workers Compensation Premiums

* pre-tax net income [ Provincial Payroll Taxes
. Federal CPP/Soc Security/Medicare
. State Unemployment Taxes

e effective tax rates

* internal rates of return. [ Federal Unemployment Taxes
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The model uses actual costs for each city and calculates net revenue and cash flow, including start-up costs, based on the
operating costs in each location?. The results for each city are compared to the overall average of all cities for each of the
indicators and presented in the charts that follow.

Net Cost of Investment

The costs of starting a manufacturing plant (land, buildings, and machinery and equipment) in Manitoba are among the
lowest of all cities. Investment tax credits on capital asset purchases reduce the net cost of investment. Start-up costs in larger

Net Cost of Investment Net Cost of Investment
Smaller Manufacturing Firm Larger Manufacturing Firm
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Moncton E Moncton ——1
Brandon Halifax ]
Halifax ] Brandon
' Fe'argo ] Winnipeg =
W|nn|peg ] Fargo ]
Jackson ] Jackson ]
Atlanta ] Atlanta ]
Minneapolis ] Regina
Regllna 1 Minneapolis
Moptreal ; Montréal
Chicago —! Chicago ~
Toronto — Toronto 1
Calgary : 1 Calgary —
Vancouver 1 Vancouver : ]
T T T T T : : : 7 :
0 25 50 75 100 125 150 0 25 50 75 100 125 150

cities tend to be higher due to the cost of land and construction labour.

Pre-Tax Net Income

Pre-tax net income compares Manitoba’s cost competitiveness to other jurisdictions. It is calculated by deducting production
material costs and location-specific operating costs from fixed annual sales figures. Annual sales are uniform for all locations
and are ramped up through the first four years then fixed across the cities at $4 million for the smaller firm and $45 million
for the larger firm for years five to twenty. Annual production material costs are equal to 46% of sales in a given year.

The following location-specific costs are also deducted from annual sales:
* average manufacturing wages

* local utility costs for electricity and basic business telephone lines

* interest charges on debt used to finance construction of the manufacturing plants

2 For comparison purposes U.S. data is converted to Canadian dollars at an exchange rate of C$1.06 (average rate November 2009).
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A talented, well-educated and productive labour force, low utility costs and lower than average start-up costs contribute to
the cost advantages of operating a manufacturing plant in Manitoba.

Pre-Tax Net Income Pre-Tax Net Income
Smaller Manufacturing Firm Larger Manufacturing Firm
Average = 100.0 Average = 100.0
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* depreciation of capital assets: building costs (which vary by city based on local construction wages) and machinery and
equipment (which are assumed to be the same across all cities)

Brandon yields the highest pre-tax net income for both the smaller and larger manufacturing firms, while Winnipeg has the
third-highest pre-tax net income for both model firms.

Effective Tax Rates

Effective tax rates are generated by computing gross taxes as a proportion of pre-tax net income over the 20-year period. The
following annual operating taxes are taken into account:
* corporation income taxes

* local property and business taxes

* corporation capital and U.S. franchise taxes

* payroll taxes

* workers’ compensation premiums

* statutory pension and unemployment insurance premiums.

For U.S. firms, employer-paid health insurance premiums are also included.

The following tax expenditures that benefit the manufacturing sector are also taken into account:
* investment tax credits
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Effective Tax Rates
Smaller Manufacturing Firm
Average = 100.0
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* tax holidays
* accelerated capital cost allowances

* preferential tax rates.

Effective Tax Rates
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Not included are enterprise zones, grants, and other forms of governmental and third-party financial assistance programs that

are subject to an approval process.

Internal Rates of Return
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For both the smaller and larger manufacturing firms, both Winnipeg’s and Brandon’s effective tax rates are well below the

average. For smaller firms, only Moncton has a lower rate.

Overall Competitiveness

Opverall competitiveness is compared by calculating internal rates of return which are commonly used by businesses in their
investment and location decisions. Internal rates of return for each city are calculated using start-up costs and cash flow over
a 20-year period, specific to a smaller and a larger manufacturing firm and discounted using commercial interest rates. The
following charts illustrate the combined effect of taxes and costs on the internal rates of return for the representative smaller
and larger manufacturing corporations in the selected jurisdictions.

The internal rates of return for both Winnipeg and Brandon are above the overall average of the cities included in the study.
Brandon has the highest internal rate of return and Winnipeg has the third-highest internal rate of return for both the smaller
and larger manufacturing firms.

Il CONCLUSION

Manitoba continues to maintain a highly competitive overall business cost and tax environment for both smaller and larger
firms engaged in manufacturing and processing,.



