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Deputy Prime Minister’s Foreword

Canada has made a remarkable recovery from the COVID recession.

The strongest economic growth in the G7 over the last year. 830,000 more
Canadians employed than before the pandemic. Near-record low
unemployment. A record 85.7 per cent labour force participation rate for
Canadian women in their prime working years, supported by our Canada-
wide system of affordable early learning and child care. Inflation has fallen for
eight months in a row, and the Bank of Canada predicts that it will fall to just
2.6 per cent by the end of the year.

With these strong economic fundamentals, Budget 2023 comes at an important
moment for our country—and at an important moment for the world.

In the near-term, we must contend with a slowing global economy, elevated
interest rates around the world, and inflation that is still too high.

In the months and years to come, we must seize the remarkable opportunities
for Canada that are presented by two fundamental shifts in the global economy:
the race to build the clean economies of the 21t century, and our allies’
accelerating efforts to friendshore their economies by building their critical
supply chains through democracies like our own.

Budget 2023 is a direct response to these essential challenges, and it delivers:

1. New, targeted inflation relief for the Canadians who need it most.

2. Stronger public health care, including dental care for millions of Canadians.

3. Significant investments to build Canada’s clean economy, create good
middle class careers, and help usher in a new era of economic prosperity for
Canadians.

4. Aresponsible fiscal plan that will see Canada maintain the lowest deficit and
the lowest net debt-to-GDP ratio in the G7.

I am proud to introduce Budget 2023: our plan to build a stronger, more
sustainable, and more secure Canadian economy—for everyone.

We have the remarkable good fortune to live in the greatest country in the world.

Canada is filled with people who can do big things, and | have never been more
optimistic about the future of our country than | am today.

At a challenging time in a challenging world, there is no better place to be
than Canada.

The Honourable Chrystia Freeland, P.C., M.P.
Deputy Prime Minister and Minister of Finance
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Economic Overview

In many ways, the Canadian economy is doing well. Our unemployment rate is
near its record low, 830,000 more Canadians are employed compared to when
COVID-19 first hit, and Canada’s economic growth was the strongest in the G7
over the last year.

At the same time, many Canadians are faced with real affordability challenges,
and are feeling the effects of higher grocery prices and housing costs. While
inflation has fallen in Canada for eight straight months, it remains elevated—
both in Canada and around the world. For many advanced economies, interest
rates have risen to their highest levels in more than 15 years. This is resulting
in slowing economic growth, both in Canada and around the world. The rapid
rise in interest rates has also led to turmoil in some parts of the global banking
system and volatility in global financial markets, highlighting the considerable
uncertainty about how economic conditions will evolve going forward.

Canada is well positioned to navigate these turbulent times. Our economy
entered 2023 on a better footing than most of our peers, and with strong
economic fundamentals, including robust population growth, a strong labour
market, and a well-regulated and well-capitalized financial system, Canada will
be able to weather a global economic slowdown.

Canada'’s strength and resilience in the face of global economic challenges has
been underpinned by steps the government has taken since 2015 to support
Canadians and build an economy that creates good jobs and opportunities:

People

By investing in our public health care system, making childcare more affordable,
and reinforcing Canada’s social safety net, including enhancing supports
for children and seniors.

Growth

By investing in infrastructure, supporting investment in Canada’s clean economy;,
and helping Canadian businesses grow and create jobs.

Jobs

By helping workers acquire the skills they need, and helping our lowest-paid—
and often most essential —workers and their families achieve a good standard
of living.

Communities

By investing ininfrastructure, more affordable housing, public transit,
and broadband.
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Since 2015, close to 2.7 million fewer Canadians are living in poverty, income
inequality has continued to fall, the labour force participation rate for women
aged 15 to 64 years is at record highs, and young Canadians have access to

a greater number of good-paying jobs than before the pandemic. Significant
investments in infrastructure and in the capacity of the Canadian economy will
continue to benefit Canadians for decades.

A More Inclusive Economy: Progress Since 2015

v 2.7 million fewer Canadians are living in poverty, a 56 per cent decrease;
v Income inequality has declined by 11 per cent;

v The gender wage gap is getting smaller, having decreased by 12 per cent;
v

Women are closing the labour force participation gap, which has
decreased by 28 per cent; and,

v More young people have good jobs, with the youth unemployment
rate down by 22 per cent.

In the face of a rapidly changing global economic landscape, there is more work
to be done to build a more sustainable and prosperous future for Canadians.

In the years to come, Canada will contend with two intertwined global
economic shifts: first, the accelerating global race to build net-zero economies
and the industries of tomorrow; and second, a realignment of global trade
patterns as democracies move to friendshore their economies by limiting their
strategic economic dependence on countries like Russia and China.

While these two global shifts represent significant economic opportunities for
Canadian workers and businesses, significant investment will be required to
capitalize on them, from both the private and the public sectors. To support this,
Budget 2023 takes substantial action to mobilize private investment in building
Canada'’s clean economy. The goal of these investments is to grow Canada’s
economic capacity in the industries of the future, create good careers, and usher
in a new generation of prosperity for all Canadians, while simultaneously reducing
Canada’s emissions and strengthening our essential trading relationships.

Moreover, at a time of elevated global inflation, investing in Canada'’s long-term
prosperity must be balanced with the need to avoid exacerbating inflation.

Against this backdrop, the government is taking a responsible, balanced
approach to fiscal management: supporting the most vulnerable Canadians,
strengthening our public health system, and investing in Canada’s future
prosperity while preserving Canada’s long-term fiscal sustainability. Canada’s
enviable fiscal position—the lowest net debt and deficit as a share of gross
domestic product (GDP) in the G7—means we can afford to make these
essential investments. Over time, the growing returns of these essential
investments will further enhance Canada’s economic prospects.
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1. Recent Economic Developments

Canada’s Recovery Has Created the Strongest Job
Market in Decades

Canada’s economy is now 103 per cent the size it was before the pandemic,
marking the fastest recovery of the last four recessions, and the second strongest
recovery in the G7 (Chart 1). Throughout 2022, our economy demonstrated
sustained strength, with Canada posting the fastest growth in the G7 over the past
year (Chart 2). Resilient household and business finances and strong population
growth, supported by the government’s COVID-19 Economic Response Plan and
Immigration Levels Plan, underpinned this strong economic performance.

Chart 1 Chart 2
Real GDP Recovery From the Real GDP Growth in G7 Economies,
Pandemic in G7 Economies 2021Q4 to 2022Q4

index, 2019Q4 = 100
105
Canada

/—

100

Italy

L

95 Germany
us.
20
France
85
Japan
80 Range of Other G7
Canada UK :I
75 0.0 0.5 1.0 15 2.0 25
2019 2020 2020 2021 2021 2022 2022
Q4 Q2 Q4 Q2 Q4 Q2 Q4 per cent
Note: Last data point is 2022Q4. Note: The growth rate shown is the percentage change in
Sources: Statistics Canada; Haver Analytics. real GDP from 2021Q4 to 2022Q4.

Sources: Statistics Canada; Haver Analytics.

Canada'’s strong recovery has supported the strongest labour market in several
decades. About 830,000 more Canadians are employed compared to the pre-
pandemic period, and at just 5 per cent, the unemployment rate is near its
record low of 4.9 per cent (Chart 3).
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Chart 3
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Source: Statistics Canada.

The benefits of this strong labour market are being widely shared among
Canadians. More people aged 15 to 64 years are engaged in the labour market
than ever before, with meaningful increases for historically under-represented
groups, including women, newcomers, and young Canadians. Today, more
Canadians have good middle class jobs than before the pandemic, with many also
benefitting from stronger wage growth, particularly among lower-wage workers.

A Growing Workforce Benefits All Canadians

A strong and inclusive labour market has been a key driver of Canada’s economic
resilience over the past year.

Canada'’s job gains compared to when COVID-19 first hit have outperformed almost
all of our G7 peers, supported by a rapidly expanding workforce (Chart 4). Notably,
the government's historic investment in early learning and child care is helping
more women fully participate in the workforce. The labour force participation rate
for women aged 25 to 54 years has reached a record high of nearly 86 per cent,
compared to just 77 per cent in the U.S. At the same time, a record high of 80

per cent of Canadians aged 15 to 64 years are now participating in the workforce,
reflecting broad-based gains in employment opportunities across demographic
groups (Chart 5). Making full use of the skills and talents of Canadians is a key driver
of a stronger economy, helps to address labour market shortages, and increases the
rate at which the economy can grow without generating inflationary pressures.

Immigration is a significant driver of economic growth and helps to build a
stronger economy for everyone. Canada continues to post the fastest population
growth in the G7, with strong immigration levels pushing population growth to
its fastest pace since the 1950s (Chart 6).
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A Growing Workforce Benefits All Canadians

Together, higher immigration and higher labour force participation are
expanding the pool of available workers, and offsetting population aging more
than in other G7 economies. The resulting boost to employment has helped
maintain real household disposable income per capita, even as it declined in
peer economies (Chart 7). This is expected to continue to support the Canadian

economy throughout 2023.

Chart 4
Employment Recovery From the
Pandemic in G7 Economies
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Source: Haver Analytics.

Chart 6

Population Growth in Selected
Economies

per cent
2.0
United States

European Union

Canada

-0.5
2000 2004 2008 2012 2016 2020

Note: Last data point is 2022.
Sources: Statistics Canada, Haver Analytics.

Chart 5
Change in Employment Rates From
the Pre-Pandemic Period
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Chart 7
Real Household Disposable Income
Per Capita in G7 Economies
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With strong labour markets supporting household income, Canadians have
also built up significant savings since the beginning of the pandemic (Chart 8).
Notably, many people have continued to add to their pool of savings despite
the elevated cost of living (Chart 9).

Chart 8 Chart 9

Change in Household Gross Savings Household Savings Rate and Build-

Rates in G7 Economies Up in Deposits
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Source: Organisation for Economic Co-operation and pre-pandemic trend.

Development (OECD). Sources: Statistics Canada; Department of Finance Canada
calculations.

A strong economic recovery has also resulted in labour shortages, as evidenced
by Canada'’s near record-low unemployment rate combined with many unfilled
job openings. These ongoing labour shortages are a challenge for many
employers. Many businesses continue to face difficulties hiring workers, with
the number of vacant job positions for every unemployed person currently
about 75 per cent above the pre-pandemic norm. Canada’s immigration system
will continue to play an important role in helping our businesses grow.

Inflation Is Coming Down but Remains a Challenge
for Canadians

As the global economy recovered from the pandemic, inflation emerged as a
major global economic challenge. Inflation was already rising when Russia’s full-
scale illegal invasion of Ukraine drove up commodity prices, pushing consumer
price inflation globally to multi-decade highs (Chart 10). In Canada, consumer
price inflation reached a peak of 8.1 per cent in June 2022, putting pressure on
many household budgets.

In addition to the effect on commodity prices of Russia’s full-scale invasion,
rising global inflation was driven by supply-chain disruptions, strong
consumption of goods, and rebounding global demand. A shortage of workers
combined with higher demand for services have also contributed to upward
pressure on services prices in many countries.
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Chart 11

Chart 10 . . .
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In recent months, some of these pressures have started to ease, with
commodity prices falling, supply-chain bottlenecks easing, and the demand for
goods normalizing (Chart 11). At 5.2 per cent in February, Canadian consumer
price inflation has fallen meaningfully since its June 2022 peak and is below the
rates seen in many peer economies. Services price inflation in Canada—a gauge
of underlying inflationary pressures—has also plateaued in recent months, while
it has continued to rise in some other countries.

Inflation is still too high. To bring inflation down, central banks around the
world have sharply raised interest rates in what has been one of the fastest and
most synchronised monetary policy tightening cycles since the 1980s. As the
government continues to make targeted investments to support Canadians and
grow the Canadian economy, it is important that governments remain mindful
of not fuelling inflation. Measures in Budget 2023 to provide inflation relief to
the most vulnerable are thus carefully targeted, while investments in jobs and
economic growth will play a meaningful role in Canada’s continued prosperity.

Continued progress on reducing inflation will be needed over the coming year
to ensure that this period of elevated inflation is only temporary. As a result,
there remains uncertainty about how long interest rates around the world will
need to remain elevated.
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The Canadian Economy Has Been Resilient,
but Canadian and Global Growth Is Slowing

While the Canadian economy has remained solid, higher interest rates are
beginning to work their way through both the global and Canadian economies.
This is resulting in weaker economic activity.

After growth of around 3 per cent annualized over the first three quarters of
2022, economic activity in Canada was unchanged in the final quarter. Despite
slowing economic growth, final domestic demand—a measure of underlying
economic strength—has shown resilience, and data so far suggest modest
growth in the first quarter of 2023. So far, the consequences of moderating
growth have been concentrated in housing markets, with higher mortgage rates
pushing resales down 40 per cent, and prices down 16 per cent from their peaks
in February 2022 (Chart 12). New construction is also slowing.

Inflation, elevated interest rates, and the higher costs, driven by global factors
such as Russia’s illegal invasion of Ukraine, are also creating affordability
pressures for many Canadians. This is reflected in lower consumer confidence
(Chart 13).

While business activity is at a healthy level and most businesses continue to
report strong sales, many are also under financial pressure as the significant rise
in interest rates boosts borrowing costs. A growing proportion of businesses
expect activity to weaken in the coming year as the lagged impact of higher
interest rates continues to feed into weaker consumer spending. As a result,
many businesses have started to dial back their investment plans in recent
months.

Chart 12 Chart 13
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Outside of Canada, the rapid tightening in monetary policy has revealed
pockets of vulnerabilities in the global banking system. Since March 8, three
medium-sized regional U.S. banks—Silicon Valley Bank, Signature Bank, and
Silvergate Bank—have failed. In Europe, one large and systemically important
bank, Credit Suisse, was also nearing failure before UBS agreed to acquire it.
While the global banking system remains well capitalized, uncertainty over the
extent and magnitude of additional credit-related losses that could accrue as
economies slow remains elevated. In response, financial authorities have taken
a series of steps to stabilize the financial system, maintain confidence in the
banking system, and limit further negative feedback into the global economy.

These events sent tremors across global markets, which saw an abrupt rise in
risk aversion, a sudden tightening in global financial conditions, and a sharp
decline in global crude oil prices (Chart 14). While the responses by U.S. and
Swiss authorities have calmed markets, uncertainty remains, and a handful
of smaller U.S. banks are under review for potential downgrades. On March
19, five central banks, including the Federal Reserve and the Bank of Canada,
announced coordinated action to enhance the provision of liquidity in the
financial system to ease strains in global funding markets.

Globally, most central banks are set to maintain their policy rates at elevated
levels or raise them further, with some continuing to shrink their balance sheets.
This could keep broad liquidity conditions tighter than they have been in recent
years. While the ramifications of banking sector stresses for the global economy
are not yet clear, were the crisis to broaden, it could result in higher funding
costs, restricted credit, and the amplification of the global economic slowdown.
These developments also complicate the fight against global inflation, and
markets now expect some pullback in policy rates as early as the second half

of the year (Chart 15), suggesting the perceived likelihood of a soft landing

has decreased.

The Canadian financial system is well-equipped to cope with the challenging
global financial situation, and the Canadian banking sector is well-known for

its stability and resilience, having fared better than many peers through the
global financial crisis in 2008. Despite the healthy position of Canadian financial
institutions, intensification of global financial stresses could have negative
effects on the Canadian economy through tighter financial conditions and lower
global economic activity.
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Chart 15
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2. Canadian Economic Outlook

Private Sector Economists Expect a Shallow Recession

The Department of Finance surveyed a group of private sector economists in
February 2023. The average of private sector forecasts has been used as the
basis for economic and fiscal planning since 1994, helping to ensure objectivity
and transparency, and introducing an element of independence into the
government'’s economic and fiscal forecast.

With higher interest rates, as well as slower economic growth in the U.S. and
around the world, private sector economists expect Canada’s economy to slow
more than was projected in the 2022 Fall Economic Statement (Chart 16). Private
sector economists expect the Canadian economy to enter a shallow recession

in 2023. With a peak-to-trough decline of just 0.4 per cent, the contraction in
real GDP is significantly smaller than during the 2008-09 recession (-4.4 per
cent) and is less severe than the 1.6 per cent decline considered in the 2022 Fall
Economic Statement downside scenario.

On an annual basis, real GDP growth is projected to decelerate from a strong
3.4 per cent in 2022 (slightly better than the 3.2 per cent projected in the 2022
Fall Economic Statement) to 0.3 per cent in 2023, before rebounding to 1.5 per
cent in 2024 (previously 0.7 per cent and 1.9 per cent, respectively).

As the economy slows, Canada’s near record-low unemployment rate is
expected to rise to a peak of 6.3 per cent by the end of 2023. However, driven
by Canada’s strong labour market, unemployment is expected to remain low by
historical standards, and far below the peaks of past recessions (Chart 17).
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Chart 16 Chart 17
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Private sector economists expect Consumer Price Index (CPI) inflation to continue
to ease. Inflation is expected to fall below 3 per cent in the third quarter of 2023
and to reach about 2 per cent, the Bank of Canada’s target, in the second quarter
of 2024, little changed from 2022 Fall Economic Statement projections.

After surging following Russia’s full-scale invasion of Ukraine, commodity prices
fell sharply in the second half of 2022, helping to reduce CPI inflation—largely
through lower energy prices. This had a negative impact on GDP inflation

(a measure of the selling price of goods and services that are produced in
Canada, including our exports), which in the last two quarters of 2022 was much
lower than expected by private sector economists in the 2022 Fall Economic
Statement. As a result, GDP inflation in 2022 was lower than projected and is
revised down significantly in 2023.

Together, the downward revisions to GDP inflation and, to a lesser extent, real
GDP have weighed considerably on nominal GDP projections. On an annual
basis, nominal GDP increased by 11.0 per cent in 2022 (below the 11.6 per cent
projected in the 2022 Fall Economic Statement) and is projected to slow to

0.9 per cent in 2023 (previously 2.6 per cent). As a result, nominal GDP is now
expected to be $60 billion lower, on average per year, compared to the private
sector economists’ projections in the 2022 Fall Economic Statement. It is also
$16 billion lower, on average per year, compared to the downside scenario
considered in the 2022 Fall Economic Statement. As the broadest measure of
the tax base, the downward revision to nominal GDP is having an impact on tax
receipts and the government revenue outlook. Slowing growth in nominal GDP in
2023 will push up the debt-to-GDP ratio in 2023-24 before it continues trending
down (see Annex 1 for further details on the economic and fiscal outlook).
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Budget 2023 Economic Scenario Analysis

Canada’s near-term economic outlook remains uncertain. While the February
2023 survey suggests a shallow recession in 2023, the wide range of views
among forecasters highlights many plausible outcomes, ranging from a soft
landing to a more pronounced downturn.

In January 2023, the IMF upgraded its global growth forecast for 2023 to

2.9 per cent (previously 2.7 per cent in its October outlook). China's reopening
is expected to provide a boost to global growth. In other major economies,
including the U.S. and Europe, easing supply-chain bottlenecks and lower
commodity prices have reduced inflationary pressures, while economic activity
has been more resilient than expected. Likewise, Canada has continued to show
progress on lowering inflation while the economy has remained solid, especially
in the labour market.

The risks underpinning the downside scenario considered in the 2022 Fall
Economic Statement remain areas of concern. Should elevated global inflation
persist, central banks could take their policy rates higher or keep them elevated
for longer. This could occur, for example, if labour markets remain constrained,
or if there is a resurgence in global commodity prices related to a faster
rebound in China’s economy or further supply shocks related to Russia’s illegal
invasion of Ukraine.

In addition to the path of inflation, there is also uncertainty about the impact
of higher interest rates on the global economy. With the rapid tightening in
monetary policy across the world, further disruptions in the global financial
system could emerge. Some funding markets have become more strained due
to lower levels of liquidity, as has been seen recently with the failure of three
medium-sized regional U.S. banks and challenges for Credit Suisse, and an
abrupt repricing of risk could trigger a broader tightening of lending standards.

Overall, the economic outlook in the February 2023 survey continues to provide
a reasonable basis for fiscal planning, and outcomes that are better or worse
than the survey are both plausible. Still, the latest developments in financial
markets have raised the odds of a more pronounced slowdown. To facilitate
prudent economic and fiscal planning, and in light of elevated global uncertainty
and recent developments in financial markets, the Department of Finance has
developed two scenarios that consider faster or slower growth tracks relative to
the February survey (see Annex 1 for further details on the scenarios).

The downside scenario considers a more pronounced recession in Canada amid
persistent elevated inflation, stresses in the global financial system associated
with the sharp rise in interest rates, and a steeper housing correction. Real GDP
contracts by 1.9 per cent from peak to trough compared to only 0.4 per cent in
the survey, leading to slower growth in 2023 and 2024 (Chart 18). At the same
time, weaker global demand weighs on commodity prices, with crude oil prices
US$13 per barrel below the survey in 2023 and remaining US$3 per barrel
below the survey over the rest of the forecast horizon.
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In contrast, the upside scenario sees the Canadian economy avoid a recession as
easing of supply challenges, both in Canada and globally, helps to bring down
inflation even as economies remain stronger than anticipated. In Canada, this
improved global economic backdrop is also supported by a larger boost from
our rapidly growing population, expanding Canada’s growth potential. A faster
rebound in China’s economy provides a boost to global growth and commodity
prices, with crude oil prices US$4 per barrel above the survey in 2023 and

US$8 per barrel higher for the rest of the forecast horizon. At the same time,

an accelerated easing of global supply chain frictions, supported by China’s
reopening, results in lower inflation and interest rates compared to the survey.

Overall, nominal GDP is $41 billion above the survey, on average per year, in the
upside scenario, while it is $41 billion lower in the downside scenario (Chart 19).

Chart 18
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3. Canada’s Place in a Changing Global Economy

The government is navigating the near-term economic challenges of inflation,
higher interest rates, and supporting vulnerable Canadians with the rising cost
of living, while also ensuring that Canada is well-placed to thrive in a rapidly
changing global economy.

The accelerating work to build a net-zero global economy has sparked a global
race to attract investment in clean economies and the growing industries of
tomorrow. In the aftermath of Russia’s illegal invasion of Ukraine, which exposed
strategic economic vulnerabilities among many of the world’s democracies,
Canada'’s allies are also moving at speed to limit their dependence on
dictatorships, and to friendshore their economies by building their critical supply
chains through democracies like our own. In Budget 2023, the government makes
transformative investments to ensure Canada does not fall behind at a time of
significant opportunity for Canadians and Canadian businesses.

Moving to Net-Zero

As a major energy producer, the global shift to net-zero presents both a
challenge and a great opportunity for Canada (Chart 20). Analysis conducted
by the Bank of Canada and the Office of the Superintendent of Financial
Institutions suggests that decisive action is required to ensure Canada

remains competitive during the global shift to net-zero. Inaction could, in
some scenarios, leave Canada’s GDP approximately 10 per cent lower than it
otherwise would be by 2050. Canada'’s future economic prosperity depends on
the speed and scale of our response.

Chart 20
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Having invested heavily in our clean economy since 2015, along with our

highly skilled workforce and abundance of natural resources, Canada is well-
positioned to succeed in the growing global clean economy if we continue to
make smart long-term investments today. The scale of investments that Canada
requires to reach net-zero by 2050 is significant, with estimates ranging from
$60 billion to $140 billion per year on average. It will be up to the private sector
to make the majority of these investments, but to avoid the consequences of
underinvestment, it is critical that governments invest in policy frameworks
capable of mobilizing private capital. Supporting the private sector to make the
investments needed to thrive and create good middle class jobs in the clean
economy is a joint responsibility. The federal government cannot do this alone,
and provinces and territories must similarly invest heavily if Canada is to avoid
the consequences of being underprepared for the global shift to net-zero.

Reducing Supply Chain Vulnerabilities

Simultaneously, Canada must navigate a fundamental shift in the patterns of
global trade. For much of the past three decades, the global economy has
become increasingly interconnected. While economic integration lowered costs
for many goods, it also built a system of global trade that was vulnerable to the
disruption of critical supply chains.

For Canada and our democratic partners, the vulnerability created by
dependence on authoritarian regimes for critical goods is no longer tenable.
Russia’'s weaponization of energy exports has forced the world’s democracies
to fundamentally rethink their supply chain vulnerabilities. China currently
dominates key portions of supply chains for clean technologies, including
batteries (Chart 21).

The mitigating of these vulnerabilities by the world’s democracies will require a
realignment of global trade, and the shifting of critical supply chains away from
dictatorships and towards democracies like our own.

This process, which has been referred to as “friendshoring,” represents a
significant economic opportunity for Canada and for Canadian workers. As a
stable democracy with a skilled workforce and a rich endowment of natural
resources, Canada has a strong foundation from which to become a supplier
of critical goods for our allies. Building upon this foundation will require
investments in Canada’s economic capacity, both now and into the future.
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Chart 21
China’s Comparative Concentration in the Global Electric Vehicle (EV)
Battery Supply Chain, 2022
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Transforming Challenges into Opportunities

The need for investment to manage these structural challenges will not be
limited to one sector or one aspect of the economy. Broad-based investment
will be required to grow our economy and create good middle class jobs in the
years to come. The scale of required investments is massive and the private
sector alone is unlikely to mobilize the level of capital required in Canada at
sufficient speed.

Many of the investments that need to be made will stretch over decades and
involve high up-front costs. Moreover, key sectors and technologies will have
significant spillover effects by driving development of related industries. For
example, fundamental inputs to clean production and the production of clean
technologies, such as electricity, critical minerals, and carbon capture, utilization
and storage (CCUS), will provide foundations for an expanding clean economy.
For related sectors, such as hydrogen and clean manufacturing, this will boost
their productivity and support their resilience, and help to generate new middle
class jobs. Private investment decisions may not take full account of these
spillovers, which increases the risk of underinvestment.

Without the right policy framework, Canada could see underinvestment in
critical areas and a slow pace of innovation in new clean technology. Together,
these would result in Canada falling behind the United States and other
countries that are moving forward aggressively to build their clean economies,
create middle class jobs, and ensure more prosperous futures for their people.
Canada must act decisively to ensure it remains the location of choice for new
investment in these sectors, particularly in the face of recent passage of U.S.
Inflation Reduction Act (IRA).
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Budget 2023 proposes substantial measures as the next steps in the
government's plan to “crowd-in" new private investment by leveraging
public investment and government policy. The goal of this approach is not
to substitute government for the private sector, nor supplant market-based
decision making. It is to leverage the tools of government to mobilize the
private sector.

This approach is not about the government picking individual corporate
winners in an effort to engineer a preferred vision of the economy in 2050.

That approach did not work in the past, and is even less likely to work in today's
environment of rapid technological change. The tax incentives and investment
supports proposed in Budget 2023 are designed to set a framework for
boosting overall investment, while leaving the private sector to determine how
to invest based on market signals.

At the same time, the government has an indispensable role in ensuring that
investment happens where it will have the greatest long-term impact for
Canadians’ standard of living and the reduction of our emissions. This means
focusing on areas where Canada has a comparative advantage, and making
investments that will have the greatest impact on Canada’s productive capacity
and ability to create good middle class jobs. It will also mean looking to
industries that will grow in a changing global economy, and seeking out areas
where Canada can both benefit at home and contribute to the economic
resilience of our friends and allies.

Budget 2023 takes a strategic approach to supporting Canada’s long-term
economic competitiveness and prosperity by investing in securing Canada’s
clean technology advantage, our future as a global leader in clean fuels, and our
natural advantage as a producer of clean electricity. In doing so, we can help to
usher in a new era of prosperity for Canadians.

4. Investing Responsibly in Canada’s Future

Budget 2023 lays out a responsible plan to grow Canada's economy and create good
middle class jobs for Canadians; to strengthen Canada’s universal public health care
system and provide dental care for Canadians; to protect our environment; and to
support a range of other key priorities that matter to Canadians.

Years of responsible fiscal stewardship have left Canada in an enviable fiscal
position relative to our global peers. This responsible stewardship also allows
the government to act proactively, with support for those who need it most
and critical investments in the long-term prosperity of Canadians. At the same
time, the government recognizes there is an opportunity to refocus existing
spending, following the pandemic, on priorities that matter most to Canadians.
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Table 1

Economic and Fiscal Developments, Policy Actions and Measures
billions of dollars

Projection

2022- 2023- 2024~ 2025- 2026- 2027-
2023 2024 2025 2026 2027 2028
Budgetary balance - 2022 Fall

Economic Statement (FES 2022) A3 S = ERE L )
Economic and fiscal developments

since FES 2022 6.4 -4.7 -4.9 -5.1 -7.5 -10.3
Buflgetary balance before policy 2300 353 303 195 109 58
actions and measures

Policy actions since FES 2022 -54 0.7 3.2 2.6 1.7 0.1
Budget 2023 measures (by

chapter)

1. Making Life More Affordable and

Supporting the Middle Class 25 08 03 05 05 06
2. Investing in Public Health Care 20 36 46 64 68 79

and Affordable Dental Care

3. A Made in Canada Plan:
Affordable Energy, Good Jobs, and a 0.0 -1.2 -3.1 -44 -5.9 -6.3
Growing Clean Economy

4. Advancing Reconciliation and

Building a Canada That Works for -3.1 -2.5 -1.3 -1.0 -0.6 -0.6
Everyone
5. Canada'’s Leadership in the World -0.1 -0.2 -0.1 -0.1 -0.1 -0.1

6a. Effective Government and

Improving Services to Canadians 01 28 01 08 29 32
6b. A Fair Tax System 0.0 0.2 1.5 1.6 44 4.0
Budgetary Balance -43.0 -40.1 -35.0 -26.8 -15.8 -14.0
Budgetary Balance (per cent of GDP) -1.5 -14 -1.2 -0.9 -0.5 -04
Federal debt (per cent of GDP) 424 43.5 43.2 422 411 399

A negative number implies a deterioration in the budgetary balance (lower revenue or higher expenses). A positive
number implies an improvement in the budgetary balance (higher revenue or lower expenses).
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Investing in Canada’s Future is a Joint Responsibility

Driven by the federal government providing eight out of every ten dollars

in emergency pandemic spending, provincial and territorial governments
continue to significantly outperform fiscal projections. Fiscal results to date
show that the aggregate provincial-territorial budgetary balance moved into
a surplus position in 2021-22, with an expectation that it will remain broadly
balanced thereafter. This stands in contrast to the deficit of 1 per cent of GDP
in 2021-22 that had been expected through provincial and territorial 2022
budgets (Chart 22).

The solid provincial-territorial fiscal position means that, together, provinces
and territories have the ability to take proactive action to help build Canada’s
clean economy.

Chart 22
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A Responsible Fiscal Plan in Challenging Times

The fiscal outlook presented in Budget 2023 continues to place the government's
fiscal stance well within key fiscal sustainability indicators, including:

v While rising slightly in 2023-24 due to the global economic slowdown
and lower forecasted GDP, the federal debt-to-GDP ratio continues on a
declining path from 2024-25 onward (Chart 23).

v The deficit is projected to decline in every year of the forecast and return
to 1 per cent of GDP or lower in 2025-26 and ongoing, ensuring Canada’s
longer-term fiscal sustainability by keeping the debt-to-GDP ratio on a

downward path.

v Even with higher borrowing costs, public debt charges as a share of the
economy are projected to remain at historically low levels (Chart 24).
This would also be the case under even higher interest rates.

These indicators underscore the government’s continued commitment to its
fiscal anchor of reducing federal debt as a share of the economy over the
medium-term, even as the government invests in Canadians.
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Scenario Analysis

As discussed in section 2, while the latest developments in financial markets have
raised the odds of a more pronounced slowdown, outcomes that are better or
worse than the February survey of private sector economists are both plausible.
To facilitate prudent economic and fiscal planning, and in light of elevated global
uncertainty and recent developments in financial markets, the Department of
Finance has developed two scenarios that consider faster or slower growth tracks
relative to the February survey.

In the upside scenario, the budgetary balance would improve by an average of
approximately $6.5 billion per year (Chart 25) and remove 1.3 percentage points
from the federal debt-to-GDP ratio by 2027-28 (Chart 26).

In the downside scenario, the budgetary balance would deteriorate by an average
of approximately $7.2 billion per year and add 1.6 percentage points to the
federal debt-to-GDP ratio by 2027-28. That said, even under the downside
scenario, the deficit would remain below 1 per cent of GDP by the end of

the forecast horizon, and the federal debt-to-GDP ratio would still be lower

in 2027-28 than it is today.

Details of the government's fiscal outlook and the fiscal impact of the scenarios
can be found in Annex 1.

Chart 25 Chart 26
Federal Budgetary Balance under Federal Debt-to-GDP under
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International Comparisons

Including new measures in Budget 2023, Canada’s net debt as a share of

the economy is still lower today than in any other G7 country prior to the
pandemic—an advantage that Canada is forecasted to maintain (Chart 27).
Canada is also forecasted to post one of the largest improvements in its fiscal
balance among G7 countries since the beginning of the COVID-19 pandemic,
resulting in Canada having the smallest deficit in the G7, both this year and next
(Chart 28).

Canada maintains a long tradition of responsible fiscal management along with
several other strengths, such as sound macroeconomic policy frameworks, a
large and diverse economy, and strong governing institutions which continue
to shape Canada'’s excellent credit ratings from Moody's (Aaa), S&P (AAA),

and Fitch (AA+). Canada is the third-largest economy in the world to have a
AAA rating from at least two of the three major global credit rating agencies,
together with only the United States and Germany.

Combined with the significant investments made since 2015 in the long-term
capacity and resiliency of the Canadian economy, the additional investments
in health care and Canada'’s clean economy presented in Budget 2023 can

be expected to generate social and economic returns for decades, helping to
bolster Canada'’s international economic and fiscal strengths, and maintain our
enviable credit ratings.

Chart 27 Chart 28
General Government Net Debt General Government Balance
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Notes: The internationally comparable definition of “general government” includes the central, state, and local levels of
government, as well as social security funds. For Canada, this includes the federal, provincial/territorial, and local and
Indigenous government sectors, as well as the Canada Pension Plan and the Quebec Pension Plan. The incremental
impacts of Budget 2023 was added to the IMF's October 2022 forecasts.

Sources: International Monetary Fund, October 2022 Fiscal Monitor; Department of Finance Canada calculations.
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Preserving Canada’s Fiscal Advantage: Maintaining
our Fiscal Anchor

The federal government's fiscal anchor—reducing the federal debt-to-GDP ratio
over the medium term—remains unchanged and is being met.

The Budget 2023 forecast shows the federal debt-to-GDP ratio declining

in 2024-25 and throughout the remainder of the period. The government’s
spending plan is also projected to remain fiscally sustainable over the long
term. Modelling scenarios based on a set of reasonable economic and
demographic assumptions show the federal debt-to-GDP ratio continuing
to decline over the entire long-term projection horizon ending in 2055-56
(Chart 29). This is despite adverse demographic trends, including an aging
population, assumed modest future productivity growth rates and projected
increases in borrowing costs.

While based on reasonable assumptions, these long-term projections should
not be viewed as forecasts. Notably, these projections do not reflect all
potential economic and fiscal impacts of the global economic evolutions

that Canada will have to navigate over the coming decades, nor do they
reflect positive impacts that can be expected to result from the foundational
investments made by the government up to this budget. Details and sensitivity
analysis around these long-term fiscal projections are presented in Annex 1.

Chart 29
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Chapter 1
Making Life More Affordable and
Supporting the Middle Class

Since 2015, the federal government's focus has been investing in the middle
class, growing the economy, strengthening Canada’s social safety net, and
making life more affordable for Canadians.

The government introduced the Canada Child Benefit, and as a result, hundreds
of thousands of children have been lifted out of poverty and millions of
Canadian families have support with the costs of raising children.

Increases to the Guaranteed Income Supplement, Old Age Security, and the
Canada Pension Plan mean more seniors can enjoy the secure and dignified
retirements they deserve.

An historic 2021 investment in a Canada-wide system of affordable early
learning and child care has already delivered a 50 per cent average reduction
in fees for regulated child care, brought fees down to just $10 a day in six
provinces and territories, with the rest on track to reach this milestone by 2026,
and strengthened the existing child care system in Quebec.

To ensure every Canadian has a safe and affordable place to call home, the
government has a plan that will help put Canada on the path to double the
number of new homes that will be built in Canada within a decade, help more
Canadians buy their first home, and curb the unfair practices that are driving
up prices.

At a time of elevated global inflation, the government has also provided

new, targeted support to the Canadians who need it most, and strengthened
existing programs, such as the Canada Workers Benefit, that support millions of
hardworking Canadians.

But we know that, for millions of Canadians, inflation means it is still difficult to
make ends meet and put food on the table. In response, Budget 2023 delivers
new, targeted inflation relief for the most vulnerable Canadians to support them
with the cost of living.

Budget 2023 also announces new support for students, new measures that will
make life more affordable for the middle class, and further progress on the
government's plan to make housing more affordable for Canadians.
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Federal Investments That Are Making Life More Affordable

This year, Canadians will continue to benefit from the federal government'’s
efforts since 2015 to make life more affordable. For example:

v A family with one child in Ontario, with income of $85,000, in 2023 could
benefit from about $11,300 as a result of reduced child care costs, the
Canada Child Benefit, the Canada Dental Benefit, tax relief from an increased
Basic Personal Amount, and increased Climate Action Incentive payments.

v" A ssingle parent with one child in Newfoundland and Labrador, with
income of $40,000 in 2023, could benefit from $7,300 as a result of
reduced child care costs, the Canada Child Benefit, enhancements to
the Canada Workers Benefit, the Canada Dental Benefit, the proposed
Grocery Rebate, tax relief from an increased Basic Personal Amount, and
increased Climate Action Incentive payments.

v' A 76-year-old senior in British Columbia with a maximum Guaranteed
Income Supplement (GIS) entitlement could receive more than $2,000 in
additional support in 2023, thanks to the proposed Grocery Rebate, the
GIS top-up increase for single seniors from 2016, and the increase in the
Old Age Security pension for seniors aged 75 and older.

v Alow-income student in Manitoba could receive more than $5,600 in
additional support in 2023 thanks to proposed enhancements to Canada
Student Grants and Canada Student Loans, the proposed Grocery Rebate,
and increased Climate Action Incentive payments. If they have a disability
or dependents, they could receive an additional $12,800 in specialized
student grants, plus an extra $640 per dependent. After graduating, all of
their federal student loans will be interest-free, with repayment assistance
if their income is below $40,000 per year.
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Key Ongoing Actions

Since 2015, the federal government has made significant investments to
support Canadians and make life more affordable. These have included:

v' Supporting about 3.5 million families annually through the tax-free Canada
Child Benefit, with families this year receiving up to $6,997 per child under
the age of six, and up to $5,903 per child aged six through 17;

v' Increasing Old Age Security benefits for seniors age 75 and older by ten per
cent as of July 2022, which is providing more than $800 in additional
support to full pensioners;

v Reducing fees for regulated child care by 50 per cent on average, delivering
regulated child care that costs an average of just $10-a-day by 2026—with
six provinces and territories reducing child care fees to $10-a-day or less
by April 2, 2023—and strengthening the child care system in Quebec with
more child care spaces;

v' Strengthening the Canada Pension Plan, which will eventually raise the
maximum retirement benefit by up to 50 per cent;

v Enhancing the Canada Workers Benefit for our lowest-paid—and often
most essential—workers, to provide up to $1,428 for a single worker
without children, up to $2,461 to a family, and an additional $737 for
workers with disabilities;

v Permanently eliminating interest on Canada Student Loans, and ensuring
borrowers do not need to make payments on their loans until they earn at
least $40,000 per year; and,

v" Fighting climate change while making life more affordable with a federal
price on pollution that puts more money back in the pockets of eight out of
every ten Canadians in the provinces where it applies.
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1.1 Making Life More Affordable

Despite Canada’s strong recovery from the pandemic, today, too many
Canadians are struggling with the impacts of global inflation, which is making
the cost of living a real challenge.

In the past year, the federal government has strengthened Canada'’s social
safety net and provided targeted inflation relief to the Canadians who need it
most. In Budget 2023, the government is introducing new, targeted measures to
support Canadians. As with previous inflation relief, this new support has been
carefully designed to avoid exacerbating inflation.

Budget 2023 also takes new steps to put money in the pockets of people who
need it most, crack down on junk fees, save Canadians money, and make post-
secondary education more affordable.

New Support for Those Who Need It Most

In the past year, the government has introduced a suite of new, targeted
measures to provide support to the Canadians who need it most and help
them pay the bills. This includes:

v" An enhanced Canada Workers Benefit, which means families could
receive up to $2,461 this year, and a single Canadian without children
could receive up to $1,428;

v' $2.5 billion for one-time inflation relief payments to about 11 million
low- and modest-income Canadians, worth up to $467 for a couple with
two children, and up to $234 for a single Canadian without children;

v' Direct, tax-free payments of up to $1,300 per child over two years to
eligible families to cover dental expenses for their children under 12;

v A tax-free payment of $500 to help low-income people who are
struggling with the cost of rent;

v A ten per cent increase in Old Age Security (OAS) payments for seniors
who are 75 and older, which is providing over $800 in new supports to
full pensioners in the first year; and,

v" A cross-Canada reduction of fees for regulated child care of 50 per cent
on average, with six provinces and territories reducing child care fees to
$10-a-day or less by April 2, 2023, based on Quebec's strong example.

In addition, important benefits like the Canada Child Benefit, Canada Pension
Plan, OAS, and the Guaranteed Income Supplement all keep pace with inflation.
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Delivering Savings for Families Through Early Learning and Child Care

The federal government’s historic investment in a Canada-wide early leaning and child
care system is making life more affordable for families, helping to give children across
Canada the best start in life, and strengthening our workforce. Today, fewer women have
to choose between their family and their career, and in February 2023, the labour force
participation rate for women in their prime working years reached a record 85.7 per cent.
By April 2, 2023, six provinces and territories will be providing regulated child care

for an average of just $10-a-day or less—significantly ahead of schedule. All other
provinces and territories remain on track to achieve $10-a-day child care by 2026.

In Quebec, federal investments are continuing to make the existing child care system
more accessible through the creation of new spaces.

Table 1.1

Estimated Savings for Families Under the Canada-wide Early Learning and Child Care
System

Province / Status of Fee Reduction Estimated Savings per Child

Territory (Gross, Annual)’

BC 50 per cent on average reduction achieved as of Savings of up to $6,600 per child
December 2022

AB 50 per cent on average reduction achieved as of Savings of up to $10,330? per child
January 2022

SK $10-a-day effective April 1, 2023 Savings of up to $6,900° per child

MB $10-a-day effective April 2, 2023 Savings of up to $2,610 per child

ON 50 per cent on average reduction achieved as of Savings of up to $8,500* per child
December 2022

NB 50 per cent on average reduction achieved as of Savings of up to $3,900 per child
June 2022

PEI 50 per cent on average reduction achieved as of October Savings of up to $2,000 per child
2022

NS 50 per cent on average reduction achieved as of Savings of up to $6,000° per child
December 2022

NL $10-a-day achieved as of January 1, 2023 Savings of up to $6,300 per child

YK $10-a-day achieved in April 2021, prior to Budget 2021 Savings of up to $7,300 per child

NWT 50 per cent on average reduction achieved as of January Savings of up to $4,950 per child
2022

NU $10-a-day achieved as of December 2022 Savings of up to $14,300 per child

Qce Under its asymmetrical agreement, Quebec has committed to creating 30,000 new child care
spaces by March 2026.

" Estimated savings for BC, AB, SK, ON, NB, PEI, NS, NL, and NWT are provincial and territorial estimates. Remaining savings
calculations (MB, YK, and NU) are Employment and Social Development Canada estimates and are illustrative only. All estimates
are relative to 2019 levels unless updated data is provided by provinces and territories. All estimates are based on out-of-pocket
parent fees excluding amounts that would be recovered through provincial/territorial tax credits or the federal child care expense
deduction at tax time, or changes to provincial/territorial or federal benefits as a result of lower child care expenses. Actual savings
for families will vary based on factors such as actual fees paid prior to reductions. Provincial and territorial methodologies and data
for calculating estimated savings may vary.

2Based on Alberta’s savings scenario of a family earning $130,000/year previously paying $1,200/month for infant care and now
paying $339/month.

3Based on Saskatchewan's average savings estimate of $573/month for full-time infant care as of April 2023.
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Delivering Savings for Families Through Early Learning and Child Care

“Based on Ontario's savings scenario of a family paying $62-a-day per child at the beginning of 2022 and $29.30-a-day
effective December 31, 2022.

° Based on Nova Scotia’s savings scenario for an infant in full-time licensed child care.

6The Government of Canada has entered into an asymmetrical agreement with the province of Quebec that will
allow for further improvements to its early learning and child care system, where parents with a subsidized, reduced
contribution space already pay a single fee of less than $10-a-day.

A New Grocery Rebate for Canadians

Groceries are more expensive today, and for many Canadians, higher prices
on essential goods are causing undue stress. In Budget 2023, the federal
government is providing new, targeted inflation relief to the Canadians who
need it most.

For 11 million low- and modest-income Canadians and families, the Grocery
Rebate will provide eligible couples with two children with up to an extra
$467; single Canadians without children with up to an extra $234; and seniors
with an extra $225 on average. This will be delivered through the Goods and
Services Tax Credit (GST Credit) mechanism.

By targeting the Grocery Rebate to the Canadians who need it most, the
government will be able to provide important relief without making inflation
worse.

B Budget 2023 proposes to introduce a one-time Grocery Rebate,
providing $2.5 billion in targeted inflation relief to the Canadians who
need it most. The Grocery Rebate will be delivered through a one-time
payment from the Canada Revenue Agency as soon as possible following
the passage of legislation.

Alex works as a cashier at a convenience store, and Sam works part-time as a
cook at a restaurant. Together, they earn $38,000 to support their two young
children. Higher prices at the grocery store have strained their already tight
budget, and they are struggling to make ends meet. On top of the enhanced
Canada Workers Benefit, the Canada Child Benefit, and the GST Credit they
already receive, the Grocery Rebate will make it easier for them to buy the
healthy food their growing children need by providing them with $467.

Brandan earns $32,000 per year working at a gym. Between the higher costs
of rent, car payments, and groceries, he is having a tough time paying the
bills at the end of the month. The Grocery Rebate will provide him with $234,
on top of the enhanced Canada Workers Benefit and the GST Credit.
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Cracking Down on Junk Fees

Unexpected, hidden, and additional fees add up quickly. From internet overage
charges, to roaming fees, to event fees, Canadians deal with junk fees every day.

In Budget 2023, the federal government is taking action to crack down on junk
fees, to continue to ensure businesses are transparent with prices, and to make

life more affordable for Canadians.

B Budget 2023 announces the government’s intention to work with
regulatory agencies, provinces, and territories to reduce junk fees for
Canadians. This could include higher telecom roaming charges, event
and concert fees, excessive baggage fees, and unjustified shipping and
freight fees.

The government will strengthen existing tools or create new ones, including
through new legislative amendments, to achieve this objective.

This builds on recent steps the government has taken to protect Canadians
from hidden costs, including:

v" Amendments to the Competition Act to strengthen protections against
hidden prices;

v" Amendments to the Bank Act and Financial Consumer Agency of Canada
Act to protect Canadians’ rights and interests when dealing with their
banks; and,

v" A new policy direction to the Canadian Radio-television and
Telecommunications Commission to ensure Canadians can affordably and
easily change, downgrade, or cancel services.

Making Life More Affordable and Supporting the Middle Class
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Cracking Down on Predatory Lending

Predatory lenders can take advantage of some of the most vulnerable people
in our communities, including low-income Canadians, newcomers, and
seniors—often by extending very high interest rate loans. The current criminal
rate of interest under the Criminal Code, equivalent to 47 per cent APR (annual
percentage rate), can trap Canadians in a cycle of debt that they cannot afford
and cannot escape. In Quebec, the maximum interest rate for consumers is
currently 35 per cent.

B Budget 2023 announces the federal government'’s intention to introduce
changes to the Criminal Code to lower the criminal rate of interest from
the equivalent of 47 per cent APR to 35 per cent APR, and to launch
consultations on whether the criminal rate of interest should be further
reduced.

B Budget 2023 announces the government's intention to adjust the
Criminal Code's payday lending exemption to require payday lenders to
charge no more than $14 per $100 borrowed. This cap is in line with the
lowest cap among provinces, in Newfoundland and Labrador.

B Budget 2023 also announces that the government will launch
consultations on additional revisions to the Criminal Code’s provincial/
territorial-requested payday lending exemption.

Hannah is a single mother in Guelph who makes $35,000 as a cleaner at a
hospital. Her car broke down and she needs $5,000 for immediate repairs so
she can get to her job. Hannah works hard, but as a result of the debts she
has accumulated to support her children, traditional banks will not lend her
money. In need of money quickly, Hannah turns to a lender who has been
advertising across town and takes out a loan with a 46.9 per cent interest rate.

Weeks later, Hannah realizes that she will need to borrow more money to
repay this loan, and has suddenly found herself trapped in a cycle of debt.
With changes the federal government is making to the criminal rate of
interest, the highest interest loan that Hannah could receive would be no
more than 35 per cent. On a $5,000 loan with a two year amortization period
at the new rate, she will have saved $775 over the life of the loan.

Lowering Credit Card Transaction Fees for Small
Businesses

The pandemic brought an increase in people using credit cards when they shop.
Small businesses pay fees to process credit card transactions, with the largest
component being the “interchange fee” paid to credit card issuers. To support
hardworking owners of small businesses, the federal government has been
working closely with the payment card industry and small businesses to lower
these transaction fees.
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In Budget 2023, the government is announcing that it has secured
commitments from Visa and Mastercard to lower fees for small
businesses, while also protecting reward points for Canadian consumers
offered by Canada's large banks.

More than 90 per cent of credit card-accepting businesses will see their
interchange fees reduced by up to 27 per cent from the existing weighted
average rate. These reductions are expected to save eligible small businesses
in Canada approximately $1 billion over five years. Combined with the

prior actions of this government in 2020, these measures amount to nearly
$1.5 billion of costs savings achieved for small businesses.

Small businesses will also benefit from free access to online fraud and cyber
security resources from Visa and Mastercard to help them grow their online
sales, while preventing fraud and chargebacks.

The government's expectation is that the commitments by credit card networks
to lower interchange fees for small businesses will not adversely impact
interchange fees paid by other businesses. The government also expects other
credit card companies to take similar actions to lower fees for small businesses,
and that payment processors will pass these reductions through to small
businesses. To achieve this, the government will be engaging with networks,
acquirers, and payment service providers.

More details, including eligible businesses, will be released in the coming weeks.

Malik and Sebastian own a small local sports store in Edmonton with
$300,000 in annual credit card sales. Because of the commitments secured
by the federal government, they are expected to see interchange savings
of $1,080 per year. This year, Malik and Sebastian can use that $1,080 to
advertise and grow their business.

Supporting Your Right to Repair

When it comes to broken appliances or devices, high repair fees and a lack of
access to specific parts often mean Canadians are pushed to buy new products
rather than repairing the ones they have. This is expensive for people and
creates harmful waste.

Devices and appliances should be easy to repair, spare parts should be readily
accessible, and companies should not be able to prevent repairs with complex
programming or hard-to-obtain bespoke parts. By cutting down on the number
of devices and appliances that are thrown out, we will be able to make life more
affordable for Canadians and protect our environment.

Making Life More Affordable and Supporting the Middle Class 37



Budget 2023 announces that the government will work to implement
a right to repair, with the aim of introducing a targeted framework for
home appliances and electronics in 2024.

The government will launch consultations this summer, including on the right
to repair and the interoperability of farming equipment, and work closely with
provinces and territories to advance the implementation of a right to repair.

Bella needs to fix her phone and goes to a repair booth at her local mall.
Despite it being a simple fix, copyright rules prevent third-party access to
the repair she needs. This forces Bella to fix her phone directly with the
phone manufacturer, which costs far more than it should. Once the federal
government introduces a right to repair, the simple repair could be done at
the mall for a much lower price.

Common Chargers for Your Devices

Over the past decade, multiple chargers have been developed by manufacturers
for phones, tablets, cameras, laptops, and other devices. Every time Canadians
purchase new devices, they need to buy new chargers to go along with them,
which drives up costs and increases electronic waste. Recently, the European
Union moved towards mandating USB-C charging ports for all small handheld
devices and laptops by the end of 2024.

B Budget 2023 announces that the federal government will work with
international partners and other stakeholders to explore implementing
a standard charging port in Canada, with the aim of lowering costs for
Canadians and reducing electronic waste.

Automatic Tax Filing

Up to 12 per cent of Canadians currently do not file their tax returns—

the majority of whom are low-income, and would pay little to no income tax.
In fact, many of these low-income Canadians are missing out on valuable
benefits and support to which they are entitled, such as the Canada Child
Benefit and the Guaranteed Income Supplement.

Since 2018, the Canada Revenue Agency (CRA) has delivered a free and simple
File My Return service, which allows eligible Canadians to auto-file their tax
return over the phone after answering a series of short questions. Canadians
with simple tax situations and lower or fixed income receive an invitation
letter from the CRA to use File My Return, and in the 2022 tax filing season,
approximately 53,000 returns were filed using this service.

& To ensure more low-income Canadians have the ability to quickly
and easily auto-file their tax returns, Budget 2023 announces that the
federal government will increase the number of eligible Canadians for
File My Return to two million by 2025—almost triple the current number.
The government will report on its progress in 2024.
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Budget 2023 also announces that, starting next year, the CRA will pilot
a new automatic filing service that will help vulnerable Canadians who
currently do not file their taxes receive the benefits to which they are
entitled. Following consultations with stakeholders and community
organizations, the CRA will present a plan in 2024 to expand this service
even further.

The government will continue to explore other avenues, including potential
legislative changes, to ensure vulnerable Canadians receive the benefits to
which they are entitled.

Making Life More Affordable for Students

Over 750,000 post-secondary students rely on federal assistance each year

to help them afford the cost of tuition, housing, and everyday essentials. To
make the transition from school to working life easier, the federal government
permanently eliminated interest on Canada Student Loans and Canada
Apprentice Loans, and made changes to loan repayment assistance so that
nobody earning less than $40,000 per year needs to make payments on their
federal student loans.

When COVID-19 disrupted students’ lives, the federal government responded
by doubling Canada Student Grants—income-tested support that hardworking,
ambitious young people receive when the cost of going to school is out

of reach for them and their parents. This meant students could receive up

to $6,000 in up-front, non-repayable aid each school year, for three years
starting in the 2020-21 school year.. This support is currently set to expire

on July 31, 2023. But with life costing more and with students still in need of
support to afford an education, the government knows it is important that
students can afford to pursue their dreams.

B Budget 2023 proposes to provide $813.6 million in 2023-24 to enhance
student financial assistance for the school year starting August 1, 2023.
This includes:

v Increasing Canada Student Grants by 40 per cent—providing up to
$4,200 for full-time students.

v' Raising the interest-free Canada Student Loan limit from $210 to
$300 per week of studly.

v" Waiving the requirement for mature students, aged 22 years or
older, to undergo credit screening in order to qualify for federal
student grants and loans for the first time. This will allow up
to 1,000 additional students to benefit from federal aid in the
coming year.

These changes will allow post-secondary students to access up to $14,400 in
enhanced Canada Student Financial Assistance for the upcoming school year.
Students with disabilities and students with dependents will also receive an
increase in Canada Student Grants.
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This builds on ongoing supports the federal government has introduced to
make life more affordable for students and young people, such as extending
enhanced federal student supports to include part-time students with
dependents, and providing up to $20,000 per year to help students with
persistent, prolonged, or permanent disabilities afford necessary services and
equipment for their studies.

The federal government will work with students in the year ahead to develop a
long-term approach to student financial assistance, in time for Budget 2024.

Quebec, the Northwest Territories, and Nunavut, which do not participate in the
program, can receive federal funding to provide their own comparable support.

Doug is a full-time student at the University of Prince Edward Island.

Despite savings from a summer job and his small scholarship, the rising cost
of living means Doug is still having a hard time affording the cost of tuition,
textbooks, and housing. A $1,200 increase to his $3,000 base Canada Student
Grant, combined with up to $10,200 in interest-free Canada Student Loans, will
help to cover those costs. Because his Canada Student Grant is paid up front,
Doug is able to pay his tuition at the start of the year, purchase his textbooks,
and provide the first month of rent at his new home in Charlottetown.

Chart 1.1
Total Federal Aid Available to a Full-Time Student Based on Financial
Need, by School Year

$20,000
$18,000
$16,000
$14,000
$12,000
$10,000
$8,000
$6,000
$4,000
$2,000
$0

2015 2016 2017 2018 2019 2020 2021 2022 2023

m Canada Student Grant O Canada Student Loans*

*Total for Canada Student Loans is based on a 34-week school year.

Improving Registered Education Savings Plans

The cost of attending a post-secondary school has risen in recent years.
Registered Education Savings Plans (RESPs) are an important part of saving for
post-secondary education. In a typical year, nearly 500,000 students withdraw
funds from an RESP to support their education. However, the withdrawal

limits for RESPs have not increased in 25 years. In Budget 2023, the federal
government is taking steps to improve these plans for students and help them
afford the costs of pursuing an education.
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Budget 2023 proposes to increase limits on certain RESP withdrawals
from $5,000 to $8,000 for full-time students, and from $2,500 to $4,000
for part-time students.

Budget 2023 also proposes to allow divorced or separated parents to
open a joint RESP for their children, which will make it easier and more
affordable for parents to save for their children’s education.

Hélene is planning to start full-time studies at the University of Manitoba in
the fall. She estimates that she'll need $7,000 for the first semester to help
cover tuition, books, and living expenses. An increased limit on withdrawals
of Educational Assistance Payments from her RESP helps her access more of
the government support in the account and get through the fall.

Supporting Our Seniors

Our seniors have made Canada what it is today, and the federal government
provides them with much-needed income support.

The Old Age Security (OAS) program—consisting of the OAS pension, the
Guaranteed Income Supplement (GIS), and the Allowances—is Canada’s
largest federal program, forecasted to provide $75.9 billion in support to
seniors in 2023-24. As of January 2023, there were more than seven million
OAS recipients, including close to 2.4 million GIS recipients, plus about 72,000
Allowance recipients. In January, seniors received a maximum of $687.56
through OAS, with $756.32 delivered to those 75 and over. A single senior in
receipt of the GIS received a maximum of an additional $1,026.96.

These benefits are adjusted each quarter to help keep up with inflation,
which provides important, stable income for seniors.

Since 2016, the federal government has taken significant action to further
support our seniors. This includes:

v" A ten per cent increase to the maximum GIS benefit for single seniors;

v" Reversing the previous government's announced increase to the eligibility
age for OAS and GIS back to age 65 from 67, providing financial security to
those aged 65 and 66;

v" As of July 2022, a ten per cent increase to the OAS pension for seniors age
75 and over, which is providing additional benefits of over $800 to full
pensioners in the first year; and,

v" $6 billion over ten years to provinces and territories for the delivery of
home care services for seniors who want to continue to live at home.

Because of the government's investments, the indexation of benefits to inflation,
and the growing seniors population, OAS, GIS, and Allowance expenditures

are projected to grow by close to 30 per cent to $96.3 billion in 2027-28 from
2023-24—an increase of more than $20 billion per year and growing.

Making Life More Affordable and Supporting the Middle Class 41



1.2 An Affordable Place to Call Home

Everyone should have a safe and affordable place to call home. However, for
too many Canadians, including young people and new Canadians, the dream of
owning a home is increasingly out of reach, and paying rent has become more
expensive across the country. This is undermining the financial stability of an
entire generation of Canadians.

A lack of affordable housing also has an impact on our economy. Without more
homes in our communities, it is difficult for businesses to attract the workers
they need to grow and succeed, and when people spend more of their income
on housing, it means less money is being spent in our communities.

This is a complex and longstanding issue—one that requires a real plan to address
the multitude of factors that are making housing more expensive in Canada.

Budget 2022 announced significant investments to make housing more
affordable, including by helping people buy their first home, tackling unfair
practices that drive up costs, and working with provincial and territorial
governments, municipalities, and both the private sector and non-profits to
double the number of new homes that Canada will build by 2032. Budget 2023
proposes new measures to build on this progress and continue the government'’s
work to make housing more affordable from coast to coast to coast.
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Recent Action to Make Housing More Affordable

Over the past year, the federal government has taken significant steps
towards making housing more affordable for Canadians. These have
included:

v Introducing a two-year ban on non-resident, non-Canadians
purchasing residential property to help curb speculation and ensure
that houses are used as homes for Canadians to live in, rather than as
financial assets for foreign investors;

v" Introducing a one per cent annual underused housing tax on the value
of non-resident, non-Canadian owned residential property that is
vacant or underused;

v" Introducing a new Tax-Free First Home Savings Account to allow
Canadians to save up to $40,000, tax-free, to help buy their first home;

v’ Making sure that profits from flipping properties held for less than
12 months are taxed fully and fairly;

v Doubling the First-Time Home Buyers' Tax Credit to provide up to
$1,500 in direct support to home buyers to offset closing costs involved
in buying a first home;

v" Introducing a new, refundable Multigenerational Home Renovation Tax
Credit, which will provide up to $7,500 in support for constructing a
secondary suite for a senior or an adult with a disability, starting in 2023;

v Applying the Goods and Services Tax/Harmonized Sales Tax to all
assignment sales of newly constructed or substantially renovated
residential housing, to help address speculative trading in the
housing market;

v" Launching a new $4 billion Housing Accelerator Fund to remove
barriers and incentivize housing supply growth, with the goal of
creating at least 100,000 net new homes across Canada;

v" Launching a $200 million stream under the Affordable Housing
Innovation Fund to develop and scale up rent-to-own projects;

v" Launching a third round of the Rapid Housing Initiative, which is
providing $1.5 billion to create 4,500 new affordable housing units for
Canadians in severe housing need, with 25 per cent of investments
going to housing projects targeted towards women;

v" Delivering over $500 million towards the government’s goal of
ending chronic homelessness, through Reaching Home, Canada’s
Homelessness Strategy; and,

v" Delivering a top-up to the Canada Housing Benefit in December 2022,
which provided low-income renters with a $500 payment to help with
the cost of housing.
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Launching the New Tax-Free First Home Savings
Account

Over the past several years, as house prices have continued to climb, the cost
of a down payment has become increasingly out of reach for far too many
young people.

In Budget 2022, the federal government committed to introducing a Tax-Free
First Home Savings Account—a new registered plan to give prospective first-time
home buyers the ability to save $40,000 on a tax-free basis. Like a Registered
Retirement Savings Plan (RRSP), contributions will be tax-deductible, and
withdrawals to purchase a first home—including from investment income—wiill
be non-taxable, like a Tax-Free Savings Account (TFSA). Tax-free in; tax-free out.

In Budget 2023, the government is delivering on this commitment.

Budget 2023 announces that financial institutions will be able to start
offering the Tax-Free First Home Savings Account to Canadians as of
April 1, 2023.

Olivia and Amira want to buy a home. Starting April 1, 2023, they each

save the maximum $8,000 per year in their Tax-Free First Home Savings
Account, which they can deduct from their income at tax time. They both
make between $70,000 and $100,000, and the Tax-Free First Home Savings
Account allows them each to receive an annual federal tax refund of $1,640.

After four years of saving, Olivia and Amira have a combined $90,000,
including tax-free investment income, in their Tax-Free First Home Savings
Account, which they can use towards a down payment on their first home.

They can withdraw their down payment tax-free, saving thousands of dollars
that can be put towards their new home. In addition, they will claim the First-
Time Home Buyers' Tax Credit, providing an additional $1,500 in tax relief.

A Code of Conduct to Protect Canadians With
Existing Mortgages

Elevated interest rates have made it harder for some Canadians to

make their mortgage payments, particularly for those with variable rate
mortgages. Canadians have the right to work with their mortgage lender to
explore mortgage relief options that will help them stay in their home.
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The federal government, through the Financial Consumer Agency of
Canada, is publishing a guideline to protect Canadians with mortgages
who are facing exceptional circumstances. Specifically, the government
is taking steps to protect Canadians and ensure that federally regulated
financial institutions provide Canadians with fair and equitable access
to relief measures that are appropriate for the circumstances they
are facing, including by extending amortizations, adjusting payment
schedules, or authorizing lump-sum payments. Existing mortgage
regulations may also allow lenders to provide a temporary mortgage
amortization extension—even past 25 years.

This guideline will ensure that Canadians are treated fairly and have equitable
access to relief, without facing unnecessary penalties, internal bank fees, or
interest charges, which will help more Canadians afford the impact of elevated
interest rates.

Building More Affordable Housing

Rising interest rates and construction costs have made it more expensive to
build housing. To ensure that Canada’s National Housing Strategy programs can
continue to deliver new affordable homes for Canadians, especially for the most
vulnerable, the federal government is taking action.

£ Budget 2023 announces the government’s intention to support the
reallocation of funding from the National Housing Co-Investment Fund's
repair stream to its new construction stream, as needed, to boost the
construction of new affordable homes for the Canadians who need
them most.

Figure 1.1
National Housing Strategy Results and Investments

National Housing Strategy

Results and Investments

As of December 2022

118,418 || 298,357 | 207,110 .o

Shelters

New: 2,879 shelter spaces
Repaired: 3,209 shelter spaces

Units targeting women and their children

47,344

Committed to date

$31.27 billion
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Investing in an Urban, Rural, and Northern
Indigenous Housing Strategy

Access to safe and affordable housing is critical to improving health and
social outcomes, and to ensuring a better future for Indigenous communities
and children. That is why the federal government has committed more than
$6.7 billion since 2015 to support housing in Indigenous communities.

In particular, Indigenous people living in urban, rural, and northern areas face
unique challenges accessing adequate housing, and do not qualify for support
that is provided to Indigenous people living on reserve. Delivering on the
government's previous commitment, Budget 2022 announced $300 million
towards an Urban, Rural, and Northern Indigenous Housing Strategy, which is
currently being co-developed with Indigenous partners.

Budget 2023 proposes to commit an additional $4 billion, over seven
years, starting in 2024-25, to implement a co-developed Urban, Rural,
and Northern Indigenous Housing Strategy.

A Housing Market That Works for Canadians

Homes should be for Canadians to live in—not a financial asset class.

The federal government remains concerned with the financialization of housing
across Canada, and introduced important measures in Budget 2022 to address
it, including a two-year ban on foreign investment in Canadian housing, a

tax on underused foreign-owned homes, the taxing of assignment sales, and
ensuring that property flippers pay their fair share.

While large corporate investors own a significant share of Canada’s rental

units and will play an important role in building new homes, the government
recognizes that too many Canadians have experienced excessive renovictions,
above-guideline rent increases, and other actions that have made rent more
expensive. More needs to be done to ensure these homes are affordable

for Canadians, which is why policy changes applicable to all large corporate
landlords could be considered to ensure best outcomes on affordability and fair
treatment of tenants.

The government is committed to ensuring that investor activity, especially
among those who own a significant number of investment properties, is
helping, not hurting, housing affordability in Canada and will review whether
the government needs to rebalance the housing market in favour of Canadians
looking for a home to live in.
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The government is also working with provinces and territories on the
development of a Home Buyers' Bill of Rights, which will help level the playing
field for young, middle class, and new Canadians by making the process of
buying a home more open, transparent, and fair. The Home Buyers' Bill of
Rights could include ensuring the legal right to a home inspection, requiring
that real estate agents disclose whether they are representing both sides of a
potential sale, and ensuring transparency on the history of sale prices.

B To ensure the dream of home ownership is a possibility for all Canadians,
Budget 2023 announces that the government will consult on changes
required to remove regulatory barriers for homebuyers from diverse
communities seeking access to alternative financing products.

Chapter 1

Making Life More Affordable and Supporting the Middle Class
millions of dollars

2022- 2023- 2024- 2025- 2026- 2027- Total
2023 2024 2025 2026 2027 2028

1.1. Making Life More

Affordable 2,475 814 0 0 0 0 3289
A New Grocery Rebate for

Canadians 2,475 0 0 0 0 0 2475
Making Life More Affordable for

Students 0 814 0 0 0 0 814
1.2. An Affordable Place to

Call Home 0 0 300 500 500 600 1,900

Investing in an Urban, Rural, and

Northern Indigenous Housing

Strategy 0 0 300 500 500 600 1,900
Additional Investments —

Making Life More Affordable

and Supporting the Middle

Class 0 6 24 25 0 0 55
National Housing Strategy

Implementation 0 6 24 25 0 0 55

Operating funding for CMHC to support National Housing Strategy programs.
Chapter 1 - Net Fiscal Impact 2,475 820 324 525 500 600 5,243

Note: Numbers may not add due to rounding. A glossary of abbreviations used in this table can be found at the end of
Annex 1.
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Chapter 2
Investing in Public Health Care and
Affordable Dental Care

Canadians are proud of our universal publicly funded health care system.

No matter how much money you make, or where you were born, or what your
parents do, you will receive the care you need. For generations, this idea has
been fundamental to who we are as Canadians.

However, our public health care system is not delivering the high-quality care
that Canadians deserve. Patients seeking emergency care have found their
emergency rooms overwhelmed. Surgeries have been postponed or cancelled.
Our public health care system, and the workers who uphold it, are under
enormous strain—a situation that was made worse by the pandemic, and which
requires immediate action to deliver better care for Canadians.

To help ensure Canadians receive the care they need, Budget 2023 delivers
an urgent, needed investment of $198.3 billion over the next ten years to
strengthen our public health care system.

Budget 2023 also delivers the next steps in the government’s transformative
plan to ensure Canadians have access to dental care.

With these significant investments—as well as new measures to address

the shortage of health care professionals in rural and remote communities,

to combat the opioid crisis, and to ensure that Canadians can receive sexual and
reproductive health care and critical mental health support—Budget 2023 will
help build a healthier Canada from coast to coast to coast.

Key Ongoing Actions

Since 2015, the federal government has made significant investments to
strengthen our public health care system. These have included:

v" Providing $10 billion to provinces and territories to strengthen home
care, community care, and long-term care for seniors;

v Improving Canadians’ access to mental health services, including through
$5 billion to provinces and territories to increase community-based
mental health and addictions services;

v" Delivering $6.5 billion through Canada Health Transfer top-ups to
provinces and territories to address immediate pressures in our public
health care system, in addition to annual Canada Health Transfer
payments, which amount to $49.4 billion in 2023-24;

v' Launching the Canada Dental Benefit for children under 12, which has
already helped more than 240,000 children receive the dental care
they need;
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v" Providing $5.5 billion for primary care and public health on reserve,
distinctions-based mental health support, and non-insured health
benefits for First Nations and Inuit;

v' $1.2 billion to support 248 health-related infrastructure projects in First
Nation communities;

V" Investing more than $800 million since 2017 through the Canadian Drugs
and Substances Strategy to support a compassionate and evidence-
based response to the overdose crisis; and

v Launching a Sexual and Reproductive Health Fund to help make sexual
and reproductive health information and services—including access to
abortion—more accessible for vulnerable populations.

2.1 Investing in Public Health Care

During the COVID-19 pandemic, the federal government stepped up to
protect Canadians and safeguard our public health care system. The federal
government provided unprecedented funding for provincial and territorial
health systems, personal protective equipment, vaccines, treatments and
testing, and public health measures for everything from schools to public
transit.

Chart 2.1
Federal COVID-19 Response
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Note: Pandemic Support includes relevant amounts in 2020-21 and 2021-22 from Budget 2022, Table A1.13.

Canada was able to weather the worst of the pandemic thanks to the support
provided by the federal government, which amounted to eight out of every ten
dollars spent to fight COVID-19. This significantly contributed to the budgetary
surpluses that many provinces and territories enjoy today.
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Chart 2.2
Federal and Provincial Budgetary Balances Following Emergency Federal
Pandemic Spending
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Note: Actual data up to 2021-22. The provincial-territorial aggregate for 2022-23 reflects 2022 fall updates and 2023
budgets; for 2023-24 and 2024-25, the balance reflects 2022 budgets, 2022 fall updates, and 2023 budgets.

If Canada had experienced the same COVID mortality rate as the United States,
nearly 70,000 additional Canadians would have died—more than the
populations of communities like Fredericton, North Bay, and Medicine Hat.

Had the federal government not delivered unprecedented financial support, our
health care system and economy would have collapsed, and many millions of
Canadians would have been unable to make ends meet.

Federal investments saved lives, protected our health care system—and laid the
groundwork for Canada’s remarkable economic recovery.

The provincial and territorial governments deliver health care with support from
federal funding, which ensures that our collective Canadian commitment to
the Canada Health Act is upheld.

In fact, it's written right into the Canada Health Act that, as governments, we
need to “protect, promote and restore the physical and mental well-being
of residents of Canada and to facilitate reasonable access to health services
without financial or other barriers.”

The federal government shields and protects this fundamental covenant with
Canadians, enforcing our shared values in the Canada Health Act and delivering
significant funding through the Canada Health Transfer.

The Canada Health Transfer grows in line with gross domestic product (GDP),
and thanks to Canada’s strong recovery from the pandemic, will increase by
9.3 per cent in 2023-24 and provide $49.4 billion in health care funding to
provinces and territories.

This support, when combined with the impact of nearly $25 billion provided
annually through tax points, means the federal government supports roughly
one-third of provincial and territorial health expenditures—as has been the case
since 2004.
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Working Together to Improve Health Care
for Canadians

In recent months, Canada'’s universal public health system has been unable to
deliver the high-quality care that Canadians expect.

Emergency rooms and pediatric hospitals are overwhelmed, Canadians are
waiting too long for surgeries, and our health care workers are under enormous
strain. Even long before COVID-19 first hit, and despite comparatively high
levels of health care spending relative to many of our global peers, Canadians
were not always receiving the access and health care outcomes they deserve.

The federal government is committed to supporting provinces and territories in
delivering better health care results for Canadians.

Budget 2023 lays out the federal government’s plan to provide an additional
$195.8 billion over ten years in health transfers to provinces and territories,
including $46.2 billion in new funding through new Canada Health Transfer
measures, tailored bilateral agreements to meet the needs of each province
and territory, personal support worker wage support, and a Territorial Health
Investment Fund. This funding is to be used to improve and enhance the health
care Canadians receive, and is not to be used by provinces and territories in
place of their planned health care spending.

The federal government will also work with Indigenous partners to provide
additional support for Indigenous health priorities by providing $2 billion
over ten years, which will be distributed on a distinctions basis through the
Indigenous Health Equity Fund.

A strong and effective public health care system is essential to the well-being
of Canadians—and is an important foundation of a growing, healthy economy.
When people are healthy and can get the care they need before complications
arise; when people don't have to worry about losing health care when they
move jobs, and don’t have to miss work and slow down their careers because
they can't receive the proper treatment—it makes our economy stronger.

With historic federal health investments and a range of new measures to
ensure Canadians receive the care they need, Budget 2023 will help deliver the
improvements to health care that Canadians expect and deserve.
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An Historic Federal Investment in Public Health Care

Chart 2.3
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GDP-Driven Growth: As the Canada Health Transfer's escalator is based on
GDP growth, an additional $141.8 billion is projected to be provided over
the next ten years through the Canada Health Transfer, over and above the
$45.2 billion provided in 2022-23.

Canada Health Transfer Top-Up: The federal government will provide

$2 billion in 2022-23 to address urgent pressures in emergency rooms,
operating rooms, and pediatric hospitals, building on $6.5 billion in top-ups
provided throughout the pandemic.

Canada Health Transfer Five Per Cent Guarantee: The federal government

will provide top-up payments to achieve Canada Health Transfer increases of at
least five per cent per year for the next five years. The last top-up payment will
be rolled into the Canada Health Transfer base at the end of the five-year period,
resulting in a permanent funding increase. This represents an estimated $17.1
billion over ten years in additional funding through the Canada Health Transfer.

Tailored Bilateral Agreements: The federal government will provide $25 billion
over ten years through a new set of bilateral agreements to address individual
provincial and territorial health system needs, such as expanding access to family
health services, supporting health workers and reducing backlogs, increasing
mental health and substance use support, and modernizing health systems.

Personal Support Worker Wage Support: The federal government will
provide $1.7 billion over five years to support hourly wage increases for
personal support workers and related professions.

Territorial Health Investment Fund: The federal government will provide
$350 million over ten years in recognition of medical travel and the higher cost
of delivering health care in the territories.
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Health Care Results and Accountability

More funding isn't enough to deliver better health care outcomes. That is why,
in exchange for the new funding, the government has asked provinces and
territories to:

v

v

Ensure that new federal investments are used in addition to provincial
spending, and that provinces and territories do not divert away health
care funding of their own;

Uphold the Canada Health Act and use new federal spending to
strengthen Canada’s public health care system;

Streamline foreign credential recognition for internationally educated
health professionals and advance multi-jurisdictional credential
recognition so that Canada’s well-trained health care professionals can
work wherever there is need;

Improve how health information is collected, shared, used, and reported
to Canadians, and adopt common data standards;

Develop action plans to measure and report progress to Canadians,
including: improved access to family health services, mental health and
substance use services, supporting health care workers, and reducing
backlogs and wait lists; and,

Commit to reconciliation with Indigenous Peoples, including fair and
equitable access to quality and culturally safe health care services.

What gets measured, gets done. The federal government is prepared to
measure and report annual progress on common indicators and is requiring the
provincial and territorial governments to do the same.

Investing in Better Health Care Data

In addition to providing funding to provinces and territories, the federal
government will also provide $505 million over five years, starting in 2023-24, to
the Canadian Institute for Health Information, Canada Health Infoway, and other
federal data partners. Together, these organizations will work with provinces
and territories to develop new health data indicators, support the creation of a
Centre of Excellence on health worker data, advance digital health tools and an
interoperability roadmap, and support provincial and territorial efforts to use
data to improve the safety and quality of health care.
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Encouraging More Doctors and Nurses to Practise in
Rural and Remote Communities

Many rural and remote communities lack access to primary health care because of
a shortage of health professionals. As one way to address this shortage, the federal
government introduced student loan forgiveness for doctors and nurses who work
in underserved rural or remote communities. While this measure has helped many
underserved rural and remote communities across Canada, there are still many who
don't qualify under the current loan forgiveness program design.

Budget 2023 proposes to provide $45.9 million over four years, starting
in 2024-25, with $11.7 million ongoing, to Employment and Social
Development Canada to expand the reach of the Canada Student
Loan Forgiveness program to more rural communities, including all
communities with populations of 30,000 or fewer, like Sheet Harbour,
Nova Scotia. Currently eligible communities with a population over
30,000 will remain eligible until the 2026 Census.

This complements the Budget 2022 decision to increase the Canada Student
Loan Forgiveness amount by 50 per cent for eligible doctors and nurses. The
government is continuing to examine eligible occupations for loan forgiveness.
Quebec, Nunavut, and the Northwest Territories, which do not participate in the
Canada Student Loans program, can receive federal funding to provide their
own comparable support.

Strengthening Retirement Saving for Personal
Support Workers

Personal support workers are the backbone of long-term care for our seniors
and for persons with disabilities. Personal support workers perform jobs that are
mentally and physically exhausting, but they often do not enjoy the same job
protections, compensation, and benefits as their peers in the health care sector.

To complement the investments the federal government has made to improve
the state of long-term care facilities, including the working conditions and
wages of personal support workers, the government is proposing new
investments to support Canada’s personal support workers.

B Budget 2023 proposes to provide up to $50 million over five years,
starting in 2023-24, to Employment and Social Development Canada
to develop and test innovative solutions to strengthen the retirement
savings of personal support workers without workplace retirement
security coverage.
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Fighting Crime and Saving Lives: Combatting the
Opioid Crisis

Too many communities and families have been ravaged by toxic illegal drug
supplies. We must save and rebuild lives and communities. We must end the
opioid crisis through increased access to evidence-based services and supports
including harm reduction, treatment and recovery, prevention, and by aggressively
dismantling criminal drug trafficking organizations. The overdose crisis and toxic
illegal drug supplies take the lives of an average of 20 Canadians per day—many

of which are experiencing homelessness—resulting in immeasurable strain on our
communities, health care systems, and local social services.

In addition to tackling drug trafficking and targeting criminal organizations, since
2017, the federal government has invested more than $800 million through the
Canadian Drugs and Substances Strategy, restored harm reduction as an essential
pillar of the strategy, and worked to support a compassionate and evidence-
based response to the overdose crisis and the stigma associated with it.

Health Canada has authorized safe consumption sites to provide a safe space
for tens of thousands of Canadians dealing with substance use issues. Health
care workers have been able to treat 42,000 overdoses, without a single death
on site. This is saving lives in communities across the country.

Among other improvements to health care services for Canadians, new funding
of $46.2 billion for provinces and territories will help provide Canadians with
access to timely, equitable mental health and substance use services. To
complement these investments:

Budget 2023 proposes to provide a total of $359.2 million over five
years, starting in 2023-24, with $5.7 million ongoing and $1.3 million
in remaining amortization, to support a renewed Canadian Drugs and
Substances Strategy, which would guide the government’s work to save
lives and protect the health and safety of Canadians. This includes:

- $144 million over five years, starting in 2023-24, to Health Canada
for the Substance Use and Addictions Program to fund community-
based supports, including safer supply, supervised consumption sites,
and other evidence-based health interventions;

- $20.2 million over five years, starting in 2023-24, to the Public Health
Agency of Canada for a new community-based program to prevent
substance use among young people;

- $73.9 million over five years, starting in 2023-24, with $4.6 million
ongoing, to Health Canada to streamline authorizations for
supervised consumption sites and drug checking services, scale-up
access to safer supply, and evaluate innovative approaches;
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- $50.8 million over five years, starting in 2023-24, with $1.1 million
ongoing and $1.3 million in remaining amortization, to Health
Canada; and $16 million over five years, starting in 2023-24, to the
Public Health Agency of Canada to support vital data collection
on substance-related harms and lab-based analysis of the illegal

drug supply;

- $4.6 million over five years, starting in 2023-24, to Public Safety
Canada to develop an overdose monitoring app for paramedics and
other first responders; and,

- $42 million over five years, starting in 2023-24, to the Royal Canadian
Mounted Police; $6.2 million over five years, starting in 2023-24,
to Public Services and Procurement Canada; and $1.6 million over
five years, starting in 2023-24, sourced from existing resources,
to Global Affairs Canada to take further action to work with our
partners to tackle drug trafficking and stem the global flow of these
devastating substances.

Improving Mental Health Services for Canadians

Since 2015, the federal government has made it a priority to invest in mental
health services for Canadians. Key investments include:

v $5 billion over ten years to provinces and territories, starting in 2017-18,
to improve and increase the availability of mental health and addiction
services;

v Over $240 million since 2020-21 for the Wellness Together Canada portal,
which provides Canadians with free tools and services to support their
mental health and well-being;

v $100 million over three years, starting in 2021-22, to support projects for
innovative mental health interventions for populations disproportionately
impacted by COVID-19, including health care workers, frontline workers,
youth, seniors, persons with disabilities, Indigenous people, and racialized
communities;

v" $25 million over five years, starting in 2019-20, and $5 million ongoing,
to support a pan-Canadian suicide prevention service to provide people
across Canada with access to bilingual 24/7 crisis support from trained
responders; and,

v" More than $1.5 billion over six years, starting in 2021-22, to support
trauma-informed, culturally appropriate, Indigenous-led services
to improve mental wellness, including over $825 million through
Budget 2021 and Budget 2022 to support distinctions-based mental
health and wellness strategies with First Nations, Inuit, and Métis.
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Implementing the 988 Suicide Prevention Line

It's important that people know they are not alone, and those suffering from
suicidal thoughts need to be able to access timely, urgent support. The federal
government is committed to making sure that all Canadians have access to
critical mental health resources and suicide prevention services, when they need
it, no matter where they live.

As of November 30, 2023, Canadians will be able to call or text 988 at any time
to access quality, effective, and immediate suicide prevention and mental health
crisis support.

B Budget 2023 proposes to provide $158.4 million over three years,
starting in 2023-24, to the Public Health Agency of Canada to support
the implementation and operation of 988.

The federal government is undertaking a review to establish a long-term
funding mechanism for this service in 2025-26.

Building the Shepody Healing Centre

The federal government is committed to ensuring Canadians have access to the
mental health services they need.

Budget 2023 proposes to accelerate the construction of the
Shepody Healing Centre in Dorchester, New Brunswick.

Safeguarding Access to Abortion and Other Sexual
and Reproductive Health Care Services

The overturning of Roe v. Wade in the United States served as a reminder that we
must continue to do everything we can to protect Canadians’ access to the full
spectrum of sexual and reproductive health care services, including abortion care.

With a woman's right to choose under threat around the world, the federal
government is ensuring that abortion services are accessible across Canada.
The federal government is committed to ensuring that no Canadian pays
out of pocket to receive an abortion. Abortion is health care, and the federal
government will continue to withhold Canada Health Transfer payments to
provinces and territories that allow any patient charges for abortion services.

In Budget 2023, the government is continuing to reduce existing barriers to care
and ensuring that Canadians have access to accurate, culturally safe information
about sexual and reproductive health care.

B Budget 2023 proposes to provide $36 million over three years, starting in
2024-25, to Health Canada to renew the Sexual and Reproductive Health
Fund. This fund supports community-based organizations that help make
access to abortion, as well as other sexual and reproductive health care
information and services, more accessible for vulnerable populations.
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Improving Canada’s Readiness for Health Emergencies

Vaccines and other cutting-edge life-science innovations have helped us to
take control of the COVID-19 pandemic. To support these efforts, the federal
government has committed significant funding towards the revitalization

of Canada’s biomanufacturing sector through a Biomanufacturing and Life
Sciences Strategy. To date, the government has invested more than $1.8 billion
in 32 vaccine, therapeutic, and biomanufacturing projects across Canada,
alongside $127 million for upgrades to specialized labs at universities across
the country. Canada is building a life sciences ecosystem that is attracting major
investments from leading global companies, including Moderna, AstraZeneca,
and Sanofi.

To build upon the progress of the past three years, the government will explore
new ways to be more efficient and effective in the development and production
of the vaccines, therapies, and diagnostic tools that would be required for
future health emergencies. As a first step, the government will further consult
Canadian and international experts on how to best organize our readiness
efforts for years to come.

2.2 Dental Care for Canadians

Dental care is an important component of our health, but seeing a dentist can
be expensive. A third of Canadians currently do not have dental insurance, and
in 2018, more than one in five Canadians reported avoiding dental care because
of the cost. Delaying preventative care can have wide-reaching impacts,
including costlier treatments, worsening health outcomes, and time away from
school and work.

To make dental care affordable for more Canadians, the federal government has
committed to providing dental care for uninsured Canadians with family income
of less than $90,000 annually, starting with children under 12-years-old.

In September 2022, the government announced the creation of the Canada
Dental Benefit, and applications opened in December. The Canada Dental
Benefit is now providing eligible parents or guardians with direct, up-front,
tax-free payments of up to $1,300 over two years, per child, to cover the cost
of dental care for their children. To date, the Canada Dental Benefit has helped
more than 240,000 children receive the dental care they need.
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The New Canadian Dental Care Plan

It isn't just children who need affordable dental care. Across Canada, millions of
Canadians are avoiding the dental care they need because it costs too much—
and nobody should have to choose between taking care of their teeth and
being able to pay the bills at the end of the month.

In Budget 2023, the federal government is moving forward with a
transformative investment to provide dental care to Canadians who need it.

B Budget 2023 proposes to provide $13.0 billion over five years, starting
in 2023-24, and $4.4 billion ongoing to Health Canada to implement the
Canadian Dental Care Plan. The plan will provide dental coverage for
uninsured Canadians with annual family income of less than $90,000, with
no co-pays for those with family incomes under $70,000. The plan would
begin providing coverage by the end of 2023 and will be administered
by Health Canada, with support from a third-party benefits administrator.
Details on eligible coverage will be released later this year.

Expanding Access to Dental Care

In addition to cost, other factors may also prevent Canadians from accessing
the dental care they need, such as living in a remote community, or requiring
specialized care due to a disability.

Budget 2023 proposes to provide $250 million over three years, starting
in 2025-26, and $75 million ongoing to Health Canada to establish an
Oral Health Access Fund. The fund will complement the Canadian Dental
Care Plan by investing in targeted measures to address oral health gaps
among vulnerable populations and reduce barriers to accessing care,
including in rural and remote communities.

Investing in Better Dental Care Data

Existing data on oral health in Canada is limited and cannot be disaggregated
by region or socio-economic characteristics—restricting the government'’s
ability to support those who need it most.

Budget 2023 proposes to provide $23.1 million over two years, starting
in 2023-24, to Statistics Canada to collect data on oral health and access
to dental care in Canada, which will inform the rollout of the Canadian
Dental Care Plan.

Of these combined investments, $6 billion over four years, starting in 2024-25,
and $1.7 billion ongoing would be sourced from the existing dental care
funding provided through Budget 2022.
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Chapter 2

Investing in Public Health Care and Affordable Dental Care
millions of dollars

2022- 2023- 2024- 2025- 2026- 2027- Total
2023 2024 2025 2026 2027 2028

2.1. Investing in Public Health

Care 2,000 3,255 3,336 4,399 4,899 5,473 23,362
Working Together to Improve

Health Care for Canadians 2,000 3,060 3,068 4,116 4,702 5280 22226
Investing in Better Health Care

Data 0 115 115 115 80 80 505

Encouraging More Doctors and
Nurses to Practise in Rural and

Remote Communities 0 0 11 11 12 12 46

Strengthening Retirement Saving

for Personal Support Workers 0 2 3 10 14 21 50
Less: Funds Sourced From

Existing Departmental Resources 0 0 0 0 0 0 -1

Fighting Crime and Saving Lives:

Combatting the Opioid Crisis 0 41 77 80 79 82 359
Less: Funds Sourced From

Existing Departmental Resources 0 0 0 0 0 0 -2

Implementing the 988 Suicide

Prevention Line 0 43 55 60 0 0 158
Less: Funds Sourced From

Existing Departmental Resources 0 -5 -5 -5 0 0 -15

Safeguarding Access to
Abortion and Other Sexual and

Reproductive Health Care Services 0 0 12 12 12 0 36
2.2. Dental Care for Canadians 0 117 983 1,817 1,940 2,458 7,315
The New Canadian Dental Care

Plan 0 107 2,038 3,267 3,540 4,058 13010

Less: Funds Previously
Provisioned in the Fiscal

Framework 0 0 -1,069 -1,500 -1,700 -1,700 -5,969
Expanding Access to Dental Care 0 0 0 50 100 100 250
Investing in Better Dental Care

Data 0 10 13 0 0 0 23

Additional Investments —
Investing in Public Health Care

and Affordable Dental Care 0 246 232 150 10 0 639
Supporting the Public Health
Agency of Canada 0 246 232 150 10 0 639

Funding proposed for PHAC to help maintain the Agency's core capacities and secure new
antimicrobials for Canadians.

Chapter 2 - Net Fiscal Impact 2,000 3,618 4,551 6,367 6,849 7,932 31,316

Note: Numbers may not add due to rounding. A glossary of abbreviations used in this table can be found at the end of
Annex 1.
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Chapter 3
A Made-In-Canada Plan: Affordable Energy,
Good Jobs, and a Growing Clean Economy

Today, the world’s major economies are moving at an unprecedented pace to
fight climate change, retool their economies, and build the net-zero industries
of tomorrow. At the same time, our closest allies are looking to shift their
economic dependence away from dictatorships and towards stable, reliable
democracies like our own.

Together, these two shifts represent a significant economic opportunity for Canada.

At the turn of the last century, the new Transcontinental Railway connected Canada
and the Canadian economy for the first time. It was a major national project,
ushering in a new generation of prosperity for a growing country. The prosperity

it brought was not shared equally—with Indigenous Peoples, with women, or with
new Canadians. But the Canada we know today would not exist without it.

With the race to build the global clean economy already underway, there is

a new national project in front of us: to build our generation’s version of the
Transcontinental Railway—one that will protect our environment, grow our
economy, and ensure every single Canadian can share in the prosperity we will
create together.

Canada has the potential to become a clean electricity superpower with a cross-
Canada electricity grid that is more sustainable, more secure, and more affordable.

The measures proposed in this Budget are important steps toward that goal.

From the resource workers that mine critical minerals or provide clean energy
to the world, to the engineers designing next generation batteries, to the
autoworkers assembling the electric vehicles people want to buy, we can ensure
that Canadians produce the goods and resources that Canada and our allies
will need for generations to come. We will help Canadian businesses grow,

and we will make it easier for them to invest in our communities—right across
Canada—and create good careers for Canadians.

This is a country of big ideas, big opportunities, and hardworking people who
can do big things.

We have an opportunity to build a thriving, sustainable made-in-Canada clean
economy—for ourselves, for our children, and for our grandchildren, in every
corner of our country.

Now is the time to seize it.

Budget 2023 lays out the next steps in the government'’s plan to build Canada’s
clean economy—one that is good for workers, good for business, good for the
environment, and which makes life more affordable for Canadians from coast-
to-coast-to-coast.
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Snapshot of Recent Major Investment Decisions in Canada

Over the past year, a number of significant investment commitments have been
made in Canada, which will help to build the economy of the future. Some
examples include:

v' Spring 2022: Honda, General Motors, and Stellantis all announced plans
to invest in their existing assembly plants to help support the production
of hybrid and electric vehicles in Canada. Together these multibillion
projects will be supported by $919.6 million in federal funding.

v" Summer 2022: The government announced support for projects across
Canada, including up to $100 million to minimize the carbon footprint
and improve worker safety at BHP’s $7.5 billion Jansen Stage 1 mine in
Saskatchewan. In Ontario, Umicore announced its plan to invest $1.5
billion in a net-zero facility that will produce essential components of
electric vehicle batteries.

v Fall 2022: In Quebec, Rio Tinto Fer et Titane announced its plans to
increase its production of critical minerals, cut emissions, and help build
clean technology supply chains, supported by up to $222 million in federal
funding. Nokia also announced a $340 million project to expand its Ottawa
facility and revitalize its laboratories with the goal to further advance
wireless technology research and development in Canada.

v" Winter 2022-23: In March 2023, Volkswagen announced that its
subsidiary, PowerCo, will build its first overseas electric vehicle battery
manufacturing ‘gigafactory’ in St. Thomas, Ontario. MEDTEQ+ announced
it will invest in a $154 million envisAGE Network, supported by $47 million
in federal funding, that will help bring together industry, health experts,
and investors to commercialize new health technologies. Together with
Ontario, the federal government announced it will support the Oneida
Energy storage project, which will be the largest electricity battery storage
project in Canada.
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A Strong Foundation

Since 2015, the federal government has taken action to build Canada’s clean
economy and create good middle class jobs. This includes:

v’ Putting in place a federal carbon pricing system, which puts money back
in the pockets of Canadians and gives businesses the flexibility to decide
how best to reduce their emissions;

v $15 billion for the Canada Growth Fund to incentivize private sector
investment into projects and companies that will grow Canada'’s clean
economy at speed and scale;

v $8 billion for the Net Zero Accelerator to make large-scale investments in
clean technologies;

v $4.2 billion for the Low Carbon Economy Fund to support the installation
of emission-reducing technologies for provinces and territories,
businesses, Indigenous communities, and other organizations;

v $3.8 billion for Canada'’s Critical Minerals Strategy, which will help make
Canada a global supplier of choice for the critical minerals that are the
bedrock of clean and digital technologies;

v' $3.9 billion to make zero-emission vehicles more affordable for Canadians
and Canadian businesses, and to build new charging stations across
Canada;

v $1.5 billion for the Clean Fuels Fund to encourage investment in the
production of clean fuels, including clean hydrogen and biofuels;

v' $4.7 billion for the National Trade Corridors Fund for investments in our
ports, roads, railways, and airports;

v $33.5 billion for the Investing in Canada Infrastructure Program
to support new investments in public transit; green infrastructure;
community, culture and recreation infrastructure; and rural and northern
communities;

v $35 billion for the Canada Infrastructure Bank to attract private capital to
major infrastructure projects and help build more infrastructure across
the country; and,

v $2.6 billion for the new Canada Innovation Corporation, which will
support Canadian businesses in investing in research and development.

A Safe, Smart, and Competitive Place to Do Business

Investments the government has made since 2015 have built upon Canada’s
existing competitive advantages, which have made us a destination of choice for
investments in the global clean economy. Our competitive advantages include:

v A free and stable democracy, home to a diverse population and an
inclusive society—one that is supported by publicly funded health care,
dental care, child benefits, and affordable early learning and child care;

v" Leading education and research institutions that have produced the most
educated workforce in the world;
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v’ Preferential access to global markets through 15 free trade agreements,
which cover 51 countries with nearly 1.5 billion consumers, representing
two-thirds of the global economy, making Canada the only member of
the G7 with free market access to every other G7 country;

v Abundant supplies of critical minerals and metals, clean energy, and
technologies needed to power the global clean economy;

v A strong and stable, and accessible financial system; and,

v A competitive corporate income tax system, including the lowest
marginal effective tax rate on new business investment in the G7.

The Opportunities Ahead

The accelerating transition to net-zero has started a global race to attract
investment as our friends and allies build their clean economies. Canada must
keep pace. We cannot afford to fall behind.

Investments in strengthening Canada’s competitiveness in the clean economy
will not only promote the shift towards net-zero and reduce pollution. They will
also deliver good middle class jobs for Canadian workers in communities right
across Canada.

For example, the International Energy Agency estimates the global market for
clean technology manufacturing alone will triple by 2030, to US$650 billion per
year. Many of the careers in the clean technology manufacturing sector do not
require a university degree, and even at this early stage of development, the
average worker compensation in this sector in 2021 was $90,252—well above
Canada’s economy-wide average of $69,311.

Seizing our opportunity to lead the way in rapidly expanding global industries
will ensure Canada can create the good middle class jobs needed to build more
vibrant communities from coast-to-coast-to-coast.

At the same time, the pandemic and Russia’s illegal invasion of Ukraine exposed
strategic economic vulnerabilities among many of the world’s democracies.

Our allies are moving at speed to limit their dependence on dictatorships by
building their critical supply chains through democracies like our own.

This shift, often referred to as ‘friendshoring,’ represents a significant economic
opportunity for Canada and Canadian workers. As a stable democracy with a skilled
workforce and a rich endowment of natural resources, Canada can reap the benefits
of becoming a reliable supplier of critical goods for our democratic allies.
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The Challenges We Face

Despite our competitive advantages and the foundational investments we have
made in building Canada’s clean economy over the past seven years, there are
two fundamental challenges that Canada must address.

First, many of the investments that will be critical for the realignment of global
supply chains and the net-zero future are large-scale, long-term investments.
Some investments may require developing infrastructure, while others may
require financial incentives or a patient source of financial capital. For Canada to
remain competitive, we must continue to build a framework that supports these
types of investments in Canada—and that is what we are doing.

Second, the recent passage of United States’ Inflation Reduction Act (IRA) poses
a major challenge to our ability to compete in the industries that will drive
Canada’s clean economy.

Canada has taken a market-driven approach to emissions reduction. Our world-
leading carbon pollution pricing system not only puts money back in the pockets
of Canadians, but is also efficient and highly effective because it provides a clear
economic signal to businesses and allows them the flexibility to find the most
cost-effective way to lower their emissions. At the same time, it also increases
demand for the development and adoption of clean technologies.

In contrast, the United States has chosen to rely heavily on new industrial
subsidies to reduce its emissions. The IRA has introduced subsidies for the
production of clean technologies and clean products. The IRA’s federal

clean growth incentives are officially estimated at US$369 billion by the U.S.
Congressional Budget Office, though a number of observers estimate the final
total will be significantly higher. As a result of these uncapped subsidies, private
sector estimates suggest that the IRA could mobilize as much as US$1.7 trillion
of private and public investments in the U.S. clean economy over ten years.

As the United States’ closest trading partner—and with our economies so
closely intertwined—Canada stands to benefit from the IRA, both from the
accelerated pace of technological development, and from new opportunities
in North American supply chains for clean energy and technologies. The IRA
also offers tax credits to U.S. consumers for purchasing electric vehicles (EVs)
produced in North America. The Government of Canada led a relentless
advocacy and outreach effort to ensure that the tax credits would apply to
Canadian production, given the integrated nature of Canada-U.S. supply chains
in the auto sector. This ‘Buy North American’ policy stands to benefit both
Canada and the United States, and ensures that the supply of critical minerals
processed, and batteries manufactured, in Canada supports a continued
partnership in auto-making.
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Canada has all of the fundamentals required to build one of the strongest clean
economies in the world. However, without swift action, the sheer scale of U.S.
incentives will undermine Canada’s ability to attract the investments needed

to establish Canada as a leader in the growing and highly competitive global
clean economy.

If Canada does not keep pace, we will be left behind. If we are left behind,
it will mean less investment in our communities, and fewer jobs for an entire
generation of Canadians.

We will not be left behind.
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A Made-In-Canada Plan: Affordable Energy,
Good Jobs, and a Growing Clean Economy

Building on the foundation the government has been laying since 2015,

Budget 2023 delivers a series of major investments to ensure Canada’s clean
economy can deliver prosperity, middle class jobs, and more vibrant communities
across Canada.

With new investments in clean electricity—the driving force of a clean
economy—we will build a national electrical grid that connects Canadians from
coast-to-coast-to-coast, and delivers cleaner, more affordable electricity to
Canadians and Canadian businesses.

We will deliver investments to put Canadian workers and Canadian businesses
at the heart of essential global supply chains, and we will become the reliable
supplier of the goods and resources that a net-zero world will need.

Our made-in-Canada plan is centered on three tiers of federal financial
incentives that will attract new investment, create good middle class jobs, and
build Canada’s clean economy. These include:

v" An anchor regime of clear and predictable investment tax credits, which
will be broadly accessible to eligible organizations. In addition, many
of these new credits will be accompanied by provisions to ensure that
workers see the benefits of a clean economy;

v Low-cost strategic financing; and,

v Targeted investments and programming, where necessary, to respond to
the unique needs of sectors or projects of national economic significance.

These investments will be underpinned by Canada’s pollution pricing systems
and large-emitter credit markets, which Budget 2023 proposes to reinforce with
other tools, such as contracts for difference. Together these instruments set a
framework for boosting overall investment, while leveraging the expertise of
the private sector to determine how to invest based on how the global clean
economy evolves. Together, they will incentivize businesses to reduce their
emissions, become leaders in the global clean economy, and create new middle
class jobs for Canadians.
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Canada’s Plan for a Clean Economy

Priorities
- Electrification; - Critical Minerals;
- Clean Energy; - Infrastructure;
- Clean Manufacturing; - Electric Vehicles & Batteries; and,
- Emissions Reduction; - Major Projects

Strategy and Main Tools

Strategic Innovation Fund
Smart Renewables & Electrification Pathways Program
Clean Fuels Fund

Low Carbon Economy Fund

Targeted
Programming

Canada Infrastructure Bank
Strategic Finance Canada Growth Fund

Clean Electricity
Clean Hydrogen
Clean Technology Adoption
Investment Tax Credits Clean Technology
Manufacturing
Carbon Capture,
Utilization, & Storage

Large-Emitter Pricing Systems
Pollution Pricing & Contracts for Difference

Regulatory Framework Clean Fuel Regulations
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- Establishing a National Supply Chain Strategy with
strategic trade corridor investments.

- Ensuring preferred free trade access to the whole G7,
and two-thirﬂs of glcc)jbal consumers through th?‘
: new NAFTA, the Canada-European Union Comprehensive
Strengthening Economic and Trade Agreement (CETA), and the
Trade Comprehensive and Progressive Agreement for Trans-
Pacific Partnership, while securing Canada’s share of
global investment.

- Canada’s inclusion in the U.S. Inflation Reduction Act
for electric vehicle incentives and critical minerals used in
electric vehicle battery production.

- Spurring business research and development through
the creation of the Canada Innovation Corporation for
both new and established industries.

- Supporting invention and innovation through global
innovation clusters, intellectual property, and funding for
advanced research, artificial intelligence, quantum,
genomics, and life sciences.

. - Modernizing Canada's world class advanced research
Innovation and infrastructure through investments in facilities at the
Productivity National Research Council and university and college

campuses across Canada.

- Maintaining a highly competitive regime of corporate
taxation.

- Building Canada’s infrastructure through the Investing in
Canada Infrastructure Program, the Canada Infrastructure
Bank, and other infrastructure programming.

Increasing

- Substantial funding for health care, child benefits, and
affordable early learning and child care.

- Ensuring Canadian workers benefit from investment tax
credits that require fair wages and apprenticeships.

ing i - Responding to labour shortages, including in health care,
Investingin manufacturing and building trades, through ambitious
People and immigration targets and mid-career training.
aCanada - Providing targeted tax supports for Canadian
that Works tradespeople through the labour mobility deduction and

the doubling of the deduction for tool expenses.

for Everyone . Preparing our workforce for high-quality jobs through
skills development, including the Sectoral Workforce
Solutions Program, Skills for Success, the Union Training
and Innovation Program, and the Apprenticeship Service.

- Supporting Canada’s students and youth through
student grants and loans programming.
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3.1 Investing in Clean Electricity

The growing clean economy—both here in Canada and around the world—
will depend almost entirely on clean electricity.

Fortunately, Canada already has one of the cleanest electricity grids in the
world. Roughly 83 per cent of our electricity comes from non-emitting sources,
such as hydroelectricity, wind, solar, and nuclear.

Chart 3.1
Electricity Generation by Source, 2020
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Source: data compiled by Natural Resources Canada.

However, if we are to preserve this advantage and position Canada to compete
in the next generation of electricity-intensive sectors, such as clean hydrogen
and green steel and aluminum, significant investments must be made today.
Industry’s need for electricity is only slated to grow.

Electricity's importance to Canadians will also increase. From powering our cars to
providing a clean, secure, and affordable source of energy in communities across
Canada, investments in clean electricity today will make life more affordable for
Canadians in the years and decades to come. To reach our goal of achieving net-
zero emissions by 2050—and to power our homes, vehicles, and industries for
generations to come—Canada must become a clean electricity superpower.

As electricity becomes the main source of energy, daily and seasonal demand
peaks will become more pronounced. Canada will need to invest heavily in
renewable generation, to meet this demand. At the same time, some renewable
energy generation, such as solar and wind, can vary with the weather and season.
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Chart 3.2
Cost of Renewables Has Come Down Dramatically in the Last Decade
Levelized cost of electricity, US$/MWh
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This will necessitate larger generation capacity and enhanced transmission
networks to ensure the reliability of our electrical grids. Canada’s electricity
demand is expected to double by 2050 (Chart 3.3), and to meet this increased
demand with a sustainable, secure, and affordable grid, our electricity capacity
must increase by 2.2 to 3.4 times compared to current levels (Chart 3.4).
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Such a significant expansion of clean, secure, and affordable electricity will
require massive new investments in power generation and transmission. Given
the long lead times and high upfront costs for electricity generation and
transmission projects—and with our allies and partners set to invest heavily

in preparing their own electrical grids for the future—Canada needs to move
quickly to avoid the consequences of underinvestment.

Underinvestment in Canada'’s electrical grid today would risk our ability to
power our economy and deliver cleaner and cheaper energy to Canadians.

It would hamstring Canada'’s electricity-intensive manufacturing sector, and
impede the development of new electricity-intensive sectors, such as hydrogen,
that can be a source of good middle class jobs for generations to come.

Put simply, Canada’s economic prosperity depends on significant investments
today in building a sustainable, secure, and affordable electricity grid. Abundant
and low-cost clean electricity will underpin the investments needed to create
middle class jobs, provide the energy that will power our daily lives and the
entire Canadian economy, and provide more affordable energy to millions upon
millions of Canadian homes.

In Budget 2023, the federal government is proposing significant investments
to accelerate the supply and transmission of clean electricity. We will expand
Canada'’s electricity grid, connect it from coast-to-coast-to-coast, and ensure
that Canadians and Canadian businesses have access to cleaner and cheaper
energy into the next century.

This made-in-Canada plan follows the federal tiered structure to incent the
development of Canada’s electricity sector and provide additional support for
projects that need it. This plan includes:

v A clear and predictable investment tax credit as the anchor that offers
foundational support for investments in clean electricity;

v' Beyond this investment tax credit, as needed, low-cost and abundant
financing through a targeted focus on clean electricity from the Canada
Infrastructure Bank; and,

v’ Targeted electricity programs, where needed, to ensure critical projects
get built.

This plan introduces the necessary tools to put Canada'’s electricity sector on
the path to reduce its emissions to net-zero from the 56 Mt CO2-equivalent in
2020, and to meet its commitment to achieve a net-zero electricity grid by 2035.
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An Investment Tax Credit for Clean Electricity

Canada’s electrical system includes a mix of private, public, and Indigenous-
owned assets. The government believes a clear and predictable incentive that
is available to this range of asset owners is needed to accelerate our progress
toward a net-zero grid.

By extending support to a broad base of clean electricity technologies and
proponents, we can accelerate the investments needed to expand the capacity
of our clean electricity grid and ensure it delivers more sustainable, more
secure, and more affordable electricity across Canada.

B To support and accelerate clean electricity investment in Canada,
Budget 2023 proposes to introduce a 15 per cent refundable tax credit
for eligible investments in:

- Non-emitting electricity generation systems: wind, concentrated solar,
solar photovoltaic, hydro (including large-scale), wave, tidal, nuclear
(including large-scale and small modular reactors);

- Abated natural gas-fired electricity generation (which would be
subject to an emissions intensity threshold compatible with a net-zero
grid by 2035);

- Stationary electricity storage systems that do not use fossil fuels
in operation, such as batteries, pumped hydroelectric storage, and
compressed air storage; and,

- Equipment for the transmission of electricity between provinces
and territories.

Both new projects and the refurbishment of existing facilities will be eligible.

Taxable and non-taxable entities such as Crown corporations and publicly
owned utilities, corporations owned by Indigenous communities, and pension
funds, would be eligible for the Clean Electricity Investment Tax Credit.

The Clean Electricity Investment Tax Credit could be claimed in addition to the
Atlantic Investment Tax Credit, but generally not with any other investment
tax credit.

The Clean Electricity Investment Tax Credit would be available as of the day

of Budget 2024 for projects that did not begin construction before the day of
Budget 2023. The Clean Electricity Investment Tax Credit would not be available
after 2034.

Labour requirements, including ensuring that wages paid are at the prevailing
level, and that apprenticeship training opportunities are being created, will need
to be met to receive the full 15-per-cent tax credit. If labour requirements are
not met, the credit rate will be reduced by ten percentage points. These labour
requirements will come into effect on October 1, 2023. The government will
consult with labour unions and other stakeholders to refine these labour
requirements in the months to come.
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In order to access the tax credit in each province and territory, other
requirements will include a commitment by a competent authority that the
federal funding will be used to lower electricity bills, and a commitment to
achieve a net-zero electricity sector by 2035.

The Department of Finance will engage with provinces, territories, and other
relevant parties to develop the design and implementation details of the
Clean Electricity Investment Tax Credit. The government will also conduct
targeted consultations on the possibility to introduce reciprocal treatment in
light of some of the eligibility conditions associated with certain tax credits
under the U.S. Inflation Reduction Act.

With respect to intra-provincial transmission, the government will consult on
the best means, whether through the tax system or in other ways, of supporting
and accelerating investments in projects that could be considered critical to
meeting the 2035 net zero objective.

Budget 2023 clean electricity measures would be able to support projects
across the North that support the transition away from diesel and in meeting
emissions goals, including the Atlin Hydro Expansion Project, the Taltston Hydro
Expansion Project, and the Kivalliq Hydro-Fibre Link.

The Clean Electricity Investment Tax Credit is expected to cost $6.3 billion over
four years starting in 2024-25, and an additional $19.4 billion from 2028-29 to
2034-35.

The Clean Technology Investment Tax Credit announced in the 2022 Fall
Economic Statement will complement the Clean Electricity Investment Tax Credit
by providing support to decarbonize industry.

A Clean Electricity Focus for the Canada
Infrastructure Bank

The expansion and transformation of Canada’s electricity system will require
major investments and enhanced partnerships between governments and the
private sector.

As of March 23, 2023, the Canada Infrastructure Bank has made investment
commitments of $8.6 billion in 37 projects, in support of its mandate.

Budget 2022 announced a deepened role for the Canada Infrastructure Bank
to invest in private sector-led infrastructure projects that accelerate Canada’s
efforts to reach net-zero. The Canada Infrastructure Bank is an active partner in
supporting these efforts, including by making investments in renewable energy,
energy storage, and transmission projects.

Building on this, Budget 2023 will position the Canada Infrastructure Bank to
play a leading role in electrifying Canada’s economy, supporting lower energy
bills for Canadians and businesses, and ensuring that cleaner, affordable
electricity is available from coast-to-coast-to-coast.
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B Budget 2023 announces that the Canada Infrastructure Bank will invest
at least $10 billion through its Clean Power priority area, and at least
$10 billion through its Green Infrastructure priority area. This will allow
the Canada Infrastructure Bank to invest at least $20 billion to support
the building of major clean electricity and clean growth infrastructure
projects. These investments will be sourced from existing resources.

These investments will position the Canada Infrastructure Bank as the
government's primary financing tool for supporting clean electricity generation,
transmission, and storage projects, including for major projects such as the
Atlantic Loop.

Supporting Clean Electricity Projects

With Budget 2023 announcing new measures to support the building of a
more sustainable, secure, and affordable electricity grid, other targeted federal
programs will continue to play important roles in advancing individual projects
and building a stronger Canadian electricity industry.

B9 Budget 2023 proposes to provide $3.0 billion over 13 years, starting in
2023-24, to Natural Resources Canada to:

- Recapitalize funding for the Smart Renewables and Electrification
Pathways Program to support critical regional priorities and
Indigenous-led projects, and add transmission projects to the
program’s eligibility;

- Renew the Smart Grid program to continue to support electricity grid
innovation; and,

- Create new investments in science-based activities to help capitalize
on Canada'’s offshore wind potential, particularly off the coasts of
Nova Scotia and Newfoundland and Labrador.

The Atlantic Loop

The federal government is committed to advancing the Atlantic Loop—a series
of interprovincial transmission lines that will provide clean electricity between
Quebec, New Brunswick, and Nova Scotia—and is currently negotiating with
provinces and utilities to identify a clear path to deliver the project by 2030.
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3.2 A Growing, Clean Economy

More than US$100 trillion in private capital is projected to be spent between
now and 2050 to build the global clean economy.

Canada is currently competing with the United States, the European Union,
and countries around the world for our share of this investment. To secure our
share of this global investment, we must capitalize on Canada’s competitive
advantages, including our skilled and diverse workforce, and our abundance of
critical resources that the world needs.

The federal government has taken significant action over the past seven years
to support Canada’s net-zero economic future. To build on this progress and
support the growth of Canada’s clean economy, Budget 2023 proposes a range
of measures that will encourage businesses to invest in Canada and create
good-paying jobs for Canadian workers.

This made-in-Canada plan follows the federal tiered structure to incent the
development of Canada’s clean economy and provide additional support for
projects that need it. This plan includes:

- Clear and predictable investment tax credits to provide foundational
support for clean technology manufacturing, clean hydrogen, zero-
emission technologies, and carbon capture and storage;

- The deployment of financial instruments through the Canada Growth
Fund, such as contracts for difference, to absorb certain risks and
encourage private sector investment in low-carbon projects, technologies,
businesses, and supply chains; and,

- Targeted clean technology and sector supports delivered by Innovation,
Science and Economic Development Canada to support battery
manufacturing and further advance the development, application, and
manufacturing of clean technologies.

82 Chapter 3



Canada’s Potential in Critical Minerals

As a global leader in mining, Canada is in a prime position to provide a stable
resource base for critical minerals that are central to major global industries such
as clean technology, auto manufacturing, health care, aerospace, and the digital
economy. For nickel and copper alone, the known reserves in Canada are more
than 10 million tonnes, with many other potential sources at the exploration stage.

The Buy North American provisions for critical minerals and electric vehicles in

the U.S. Inflation Reduction Act will create opportunities for Canada. In particular,
U.S. acceleration of clean technology manufacturing will require robust supply
chains of critical minerals that Canada has in abundance. However, to fully unleash
Canada’s potential in critical minerals, we need to ensure a framework is in place to
accelerate private investment.

Budget 2022 committed $3.8 billion for Canada’s Critical Minerals Strategy to
provide foundational support to Canada’s mining sector to take advantage of
these new opportunities. The Strategy was published in December 2022.

On March 24, 2023, the government launched the Critical Minerals Infrastructure
Fund—a new fund announced in Budget 2022 that will allocate $1.5 billion towards
energy and transportation projects needed to unlock priority mineral deposits. The
new fund will complement other clean energy and transportation supports, such as
the Canada Infrastructure Bank and the National Trade Corridors Fund, as well as
other federal programs that invest in critical minerals projects, such as the Strategic
Innovation Fund.

The new Investment Tax Credit for Clean Technology Manufacturing proposed in
Budget 2023 will also provide a significant incentive to boost private investment in
Canadian critical minerals projects and create new opportunities and middle class
jobs in communities across the country.

An Investment Tax Credit for Clean Technology
Manufacturing

Supporting Canadian companies in the manufacturing and processing of clean
technologies, and in the extraction and processing of critical minerals, will
create good middle class jobs for Canadians, ensure our businesses remain
competitive in major global industries, and support the supply chains of our
allies around the world.

While the Clean Technology Investment Tax Credit, first announced in

Budget 2022, will provide support to Canadian companies adopting clean
technologies, the Clean Technology Manufacturing Investment Tax Credit will
provide support to Canadian companies that are manufacturing or processing
clean technologies and their precursors.

B Budget 2023 proposes a refundable tax credit equal to 30 per cent
of the cost of investments in new machinery and equipment used to
manufacture or process key clean technologies, and extract, process, or
recycle key critical minerals, including:
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- Extraction, processing, or recycling of critical minerals essential for
clean technology supply chains, specifically: lithium, cobalt, nickel,
graphite, copper, and rare earth elements;

- Manufacturing of renewable or nuclear energy equipment;

- Processing or recycling of nuclear fuels and heavy water;

- Manufacturing of grid-scale electrical energy storage equipment;
- Manufacturing of zero-emission vehicles; and,

- Manufacturing or processing of certain upstream components and
materials for the above activities, such as cathode materials and
batteries used in electric vehicles.

The investment tax credit is expected to cost $4.5 billion over five years, starting
in 2023-24, and an additional $6.6 billion from 2028-29 to 2034-35. The credit
would apply to property that is acquired and becomes available for use on or
after January 1, 2024, and would no longer be in effect after 2034, subject to a
phase-out starting in 2032.

Securing Major Battery Manufacturing in Canada

Here in Canada and around the world, major automakers are pivoting to
building electric vehicles at historic speeds. Canada can capitalize on this shift
by securing our place in rapidly developing global supply chains for electric
vehicle manufacturing, including in battery manufacturing and the critical
minerals and high-value midstream components that play an essential role

in their production. Together, these segments of the electric vehicle supply
chain can create and secure more high-quality jobs for Canadian workers for a
generation to come.

Recognizing Canada’s potential to be a global leader in battery manufacturing,
Volkswagen announced on March 13, 2023, that its subsidiary, PowerCo, will
build its first overseas ‘gigafactory’ in St. Thomas, Ontario.

This massive battery manufacturing facility will represent a significant portion of
the North American battery manufacturing sector. It will cement Canada’s place
in the North American and global battery value chains, and create good middle
class jobs for Canadians, both at the facility itself and across Canada’s battery
and critical minerals sectors.

Projected costs of this agreement have been fully accounted for in Budget 2023.
Further details and announcements will follow in the coming weeks after
finalization of the agreement by Volkswagen.
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Securing Major Battery Manufacturing in Canada

As the North American automotive sector pivots to electric vehicle (EV) -based platforms,
battery manufacturing investments will be a critical component of the new value chains.
Investing in building this capacity in Canada will have significant benefits for Canadian
workers and the Canadian economy, both now and in the future, by:

v Anchoring the future Canadian supply chain: Around 50 per cent of the battery’s
total value accrues in battery cell and pack production activities—anchoring a
significant portion of value-added production in Canada.

v Accelerating investment across the value chain: Battery manufacturing activities
generate important demand for Canadian critical minerals and can help attract
additional processing activities to Canada.

v" Promoting growth in the automotive sector of the future: Integration between
battery and automotive manufacturing activities can help make Canada an even more
attractive investment destination for future EV assembly and parts manufacturing.

v’ Securing good jobs for Canadians: Battery 'gigafactories’ typically employ
thousands of people, create valuable economic spin-off benefits for local
communities, and support even more good jobs across their supply chains.

v’ Supporting the shift to a net-zero economy: The shift to using batteries and EVs
is a vital part of Canada’s plan to reach net-zero by 2050, and will help to reduce
pollution across Canada.

Delivering the Canada Growth Fund

There are trillions of dollars in private capital waiting to be spent in building
the global clean economy. Canada is extremely well-positioned to attract a
competitive share of this capital. And doing so is essential in our work to fight
climate change, create middle class jobs now and into the future, and grow the
clean economy.

The Canada Growth Fund is a $15 billion arm'’s length public investment vehicle
that will help attract private capital to build Canada’s clean economy by using
investment instruments that absorb certain risks in order to encourage private
investment in low carbon projects, technologies, businesses, and supply chains.

The 2022 Fall Economic Statement announced that the Canada Growth Fund
would be initially launched as a subsidiary of the Canada Development
Investment Corporation (CDEV), with a permanent, independent structure
to be put in place in the first half of 2023. The Growth Fund was formally
incorporated as a subsidiary of CDEV in December 2022.

As a significant part of the government'’s plan to decarbonize and build
Canada'’s clean economy, the Canada Growth Fund requires an experienced,
professional, independent investment team ready to make important
investments in support of Canada'’s climate and economic goals.
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B Budget 2023 announces that the government intends to introduce
legislative amendments to enable the Public Sector Pension Investment
Board (PSP Investments) to manage the assets of the Canada Growth
Fund to deliver on the Growth Fund’'s mandate of attracting private
capital to invest in Canada’s clean economy.

Established as a federal Crown corporation, PSP Investments is one of
Canada'’s largest pension investment managers with more than $225 billion in
assets under management. It operates at arm'’s length from the government.
The Canada Growth Fund assets managed by PSP Investments will be separate
from and managed independently of the pension assets of PSP Investments.
PSP Investments will continue to successfully deliver on its pre-existing pension
management mandate.

By partnering with PSP Investments, the Canada Growth Fund will be able

to move quickly and begin making investments to support the growth of
Canada'’s clean economy. As the government committed in the 2022 Fall
Economic Statement, the Canada Growth Fund will begin investing in the first
half of 2023.

PSP Investments will provide an independent investment team with extensive
experience across the range of investment tools that the Growth Fund

will use to deliver on its mandate and attract new private investment to
Canada. PSP Investments will also establish an investment decision-making
committee, focused exclusively on the Growth Fund, to ensure that investment
decisions align with the Growth Fund'’s objectives, investment principles, and
performance criteria.

While the Growth Fund will be independently managed by PSP Investments,

it will maintain the market-leading reporting framework for public transparency
and accountability that the government committed to in the 2022 Fall
Economic Statement.

To ensure that workers are represented in the governance of PSP Investments,
the government will consult unions this spring on adding two seats to the
PSP Investments Board of Directors for representatives of organized labour,

in keeping with the current recruitment rules for filling positions for board
members. The government aims to legislate this change in fall 2023.
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Contracts for Difference

One of the investment tools the Canada Growth Fund will provide to support
clean growth projects is contracts for difference. These contracts would
backstop the future price of, for example, carbon or hydrogen, providing
predictability that helps to de-risk major projects that cut Canada’s emissions.
Contracts for difference allow companies to plan ahead, supporting the growth
of Canada’s clean economy by making clean projects more cost-effective than
more polluting projects.

Building on this, Budget 2023 announces that the government will
consult on the development of a broad-based approach to carbon
contracts for difference that aims to make carbon pricing even more
predictable, while supporting the investments needed to build a
competitive clean economy and help meet Canada’s climate goals.
This would complement contracts for difference offered by the Canada
Growth Fund.

Clean Fuels for the Clean Economy

While electricity is expected to be the dominant source of energy in the years
to come, clean fuels— namely hydrogen, biofuels, and biomass—uwill be critical
sources of energy where electricity would be inefficient or impractical. They will
also be reliable sources of good middle class careers for Canadians right across
the country.

Clean hydrogen is rapidly becoming a leading candidate to fuel long-haul road,
marine, and aviation transport, as well as for heavy industries, such as iron and
steel production. Canada has the potential to become a global supplier of various
forms of clean hydrogen.

Globally, the pace of development in the production and use of hydrogen is
accelerating. However, it will require considerable investment before hydrogen
can scale to the point of becoming a critical source of energy—which is why
measures such as the Investment Tax Credit for Clean Hydrogen announced in
the 2022 Fall Economic Statement are so important.

Biofuels, such as renewable diesel and sustainable aviation fuel, generate fewer
emissions on a lifecycle basis compared to fossil fuels, and will also be critical to
the growth of Canada'’s clean economy. With our abundant feedstocks, Canada is
well positioned to grow our biofuels industry.

Biomass, which is renewable organic material that comes from plants, includes
wood and wood processing waste, such as wood chips, lumber mill sawdust and
waste, and black liquor from pulp and paper mills. Biomass is often combusted
for heating and for industrial applications, notably in the pulp and paper industry.
Biomass heating also presents an opportunity for rural and remote Indigenous
communities in Canada to reduce their reliance on diesel fuel.
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An Investment Tax Credit for Clean Hydrogen

In the 2022 Fall Economic Statement, the federal government announced a
refundable investment tax credit for investments made in clean hydrogen
production based on the lifecycle carbon intensity of hydrogen.

This critical investment in a growing source of energy will help create good
middle class careers, ensure that Canadian companies can remain globally
competitive, and encourage the use of clean energy to reduce pollution.

Since the 2022 Fall Economic Statement, the government has consulted on how
best to implement the Clean Hydrogen Investment Tax Credit, and has used the
input received to inform its design.

Budget 2023 announces the details of the Clean Hydrogen Investment
Tax Credit with the following key design features:

- The levels of support will vary between 15 and 40 per cent of eligible
project costs, with the projects that produce the cleanest hydrogen
receiving the highest levels of support (Table 3.1).

- The Clean Hydrogen Investment Tax Credit will also extend a 15
per cent tax credit to equipment needed to convert hydrogen into
ammonia, in order to transport the hydrogen. The tax credit will only
be available to the extent the ammonia production is associated with
the production of clean hydrogen.

- Labour requirements will need to be met to receive the maximum
tax credit rates. If labour requirements are not met, credit rates will
be reduced by ten percentage points. These labour requirements will
come into effect on October 1, 2023.

Table 3.1
Proposed tax credit incentive structure for clean hydrogen production
Carbon Tax Credit Rate?
Intensity Tiers' (applied to eligible costs)
<0.75 kg 40%
0.75 kg to <2.0 kg 25%
2.0 kg to <4 kg 15%
4 kg or higher N.A.

' Reflects the expected life-cycle emissions of a project based on its carbon intensity (measured as kilograms (kg) of
carbon dioxide equivalent per kg of hydrogen produced).
2 Assumes labour requirements are met.

The proposed Clean Hydrogen Investment Tax Credit is expected to cost
$5.6 billion over five years, beginning in 2023-24. Between 2028-29 and
2034-35, the Clean Hydrogen Investment Tax Credit is expected to cost an
additional $12.1 billion.
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Additional details can be found in the Budget Supplementary Information,
under “Investment Tax Credit for Clean Hydrogen" and “Labour Requirements
Related to Certain Investment Tax Credits”.

Growing Canada’s Biofuels Sector

With global demand for biofuels growing rapidly, the production of biofuels
offers economic opportunities for Canada’s energy sector, as well as for
Canada'’s agricultural and forestry sectors, which provide essential feedstocks
used in these fuels. These include canola, pulping liquor, bio-charcoal, and
organic matter in municipal and industrial wastes.

B |n the months ahead, the federal government will engage with the
biofuels industry to explore opportunities to promote its growth in
Canada. This will include an examination of different support mechanisms
that could support the sector in meeting the growing demand for low-
emissions fuels.

Biofuels Opportunities Across Canada

British Columbia

British Columbia’s expansive forestry sector presents many opportunities
to produce biofuels from wood-based feedstocks. Canfor and Licella are
proceeding with the development of a low-carbon biofuel plant in Prince
George, British Columbia, that will convert forestry residues and wastes
into renewable biocrude, which can be further refined to low-carbon
transportation fuels.

Prairies

Canada’s prairies boast a strong agricultural sector that is able to supply
feedstocks, such as canola, for the production of biofuels. FCL recently
announced plans to build the largest renewable diesel facility in Canada in
Regina, Saskatchewan.

Ontario and Quebec

Ontario and Quebec boast high population centers that generate
considerable municipal waste, which can be utilized to produce biofuels.
The Varennes Carbon Recycling plant, currently under construction in
Varennes, Quebec, will convert non-recyclable waste and forest residues into
biofuels.

Atlantic Canada

Production of certain biofuels can be achieved by repurposing existing
petroleum refineries. The Braya Renewable Fuels refinery in Come By
Chance, Newfoundland and Labrador is a repurposed petroleum refinery
that is being converted into a renewable diesel and sustainable aviation fuel
production facility.
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Enhancing the Reduced Tax Rates for Zero-Emission
Technology Manufacturers

To build more zero-emission technologies in Canada, Budget 2021 reduced
corporate income tax rates by half for zero-emission technology manufacturers
to drive investment and create new jobs. These rates, of 4.5 per cent for small
businesses and 7.5 per cent for other businesses, are currently scheduled

to expire beginning in 2032, subject to a phase-out starting in 2029.

With new opportunities ahead, extending this support is important to ensure
businesses have the runway they need to innovate and produce zero-emission
technologies.

Budget 2023 proposes to extend the availability of these reduced rates
by another three years, such that the reduced tax rates would no longer
be in effect for taxation years starting after 2034, subject to a phase-out
starting in 2032.

Budget 2023 also proposes to extend eligibility for the reduced rates
to include the manufacturing of nuclear energy equipment and the
processing and recycling of nuclear fuels and heavy water, effective for
taxation years beginning after 2023.

These enhancements of the reduced tax rates are expected to cost $20 million
over five years, starting in 2023-24, and an additional $1.3 billion from 2028-29
to 2034-35.

Supporting Clean Technology Projects

The Strategic Innovation Fund provides funding for large projects across sectors
that include emissions reduction, biomanufacturing, and natural resources.
Since 2018, the Strategic Innovation Fund has created or maintained more than
105,000 jobs, and used $6.9 billion in contributions to leverage $67 billion in
private investment across 107 projects. The federal government wants to ensure
that companies and innovators in Canada are well-positioned to capitalize on
the exciting opportunities to come as we build Canada’s clean economy.

Budget 2023 proposes to provide $500 million over ten years to the
Strategic Innovation Fund to support the development and application
of clean technologies in Canada. The Strategic Innovation Fund will
also direct up to $1.5 billion of its existing resources towards projects
in sectors including clean technologies, critical minerals, and industrial
transformation.
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The Strategic Innovation Fund

The Strategic Innovation Fund has invested in significant clean technology
projects, including:

+ Algoma Steel Inc,, in Sault Ste. Marie, Ontario, with a $200 million
contribution, to reduce emissions by transitioning to electric steelmaking
processes;

+ Svante Technologies Inc., in Burnaby, British Columbia, with a $25 million
contribution, to reduce emissions by heavy industrial emitters by supporting
the development of carbon capture technology;

+ Moltex Energy Canada Inc., in Saint John, New Brunswick, with a $47.5 million
contribution, to support the production of non-emitting energy through
small modular reactor research and technology development.

Expanding Eligibility for the Clean Technology
Investment Tax Credit

The 2022 Fall Economic Statement announced the details of the Clean Technology
Investment Tax Credit, which will provide support to Canadian businesses in
adopting clean technology at a 30 per cent refundable rate. In Budget 2023,

the federal government is expanding the eligibility for the Clean Technology
Investment Tax Credit to further support the growth of Canada’s burgeoning
clean technology sector.

Budget 2023 proposes to expand eligibility for the Clean Technology
Investment Tax Credit to include geothermal energy systems that are
eligible for capital cost allowance Classes 43.1 and 43.2. The Clean
Technology Investment Tax Credit would be available to businesses
investing in such property that is acquired and becomes available for
use on or after the day of Budget 2023. Projects that will co-produce oil,
gas, or other fossil fuels would not be eligible for the Clean Technology
Investment Tax Credit.

Budget 2023 also proposes to modify the phase-out of the Clean
Technology Investment Tax Credit. Rather than starting the phase-out in
2032, the tax credit would now begin to phase out in 2034 and would not
be available after that year.

Including geothermal systems in this measure is expected to cost $185 million
from 2023-24 to 2027-28. This will bring the total expected cost of the Clean
Technology Investment Tax Credit to about $6.9 billion over the same period.
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Getting Major Projects Done

Building Canada'’s clean economy will require significant and sustained private
sector investment in clean electricity, critical minerals, and other major projects.
Ensuring the timely completion of these projects is essential—it should not take
12 years to open a critical minerals mine. As part of its clean growth strategy,
the government is making it a priority to expedite major project reviews while
maintaining strong regulatory standards.

In the past year, the federal government has taken action to fast-track the
assessment of mining, energy, and other major projects, and to make Canada’s
rigorous regulatory process more efficient. This includes:

v $1.3 billion over six years, starting in 2022-23, and $55.4 million
ongoing, to the Impact Assessment Agency of Canada, the Canada
Energy Regulator, the Canadian Nuclear Safety Commission, and ten
other federal departments, to continue to improve the efficiency of
assessments for major projects;

v" $10.6 million for Natural Resources Canada'’s Centre of Excellence on
Critical Minerals to provide direct assistance to critical mineral developers in
navigating regulatory processes and government support measures; and,

v $40 million to Crown-Indigenous Relations and Northern Affairs Canada
to support Northern regulatory processes.

The Impact Assessment Agency of Canada and other federal departments
are also working together to streamline regulatory assessment processes
and ensure timely decisions.

Clean growth projects also require provincial and territorial regulatory approvals,
and ensuring regulatory processes are efficient and effective is a shared
responsibility. Building on the success of the federal-provincial cooperation
agreement signed with British Columbia, the federal government stands ready
and willing to work with provinces and territories to deepen federal-provincial
cooperation to reach the goal of “one project, one assessment”.

Over the course of this year, the government will propose further steps to ensure
the effectiveness of Canada’s reviews of major projects, which will support the growth
of Canada’s clean economy while continuing to uphold the highest standards for
environmental and other impacts.

B Budget 2023 announces that, by the end of 2023, the government will
outline a concrete plan to improve the efficiency of the impact assessment
and permitting processes for major projects, which will include clarifying
and reducing timelines, mitigating inefficiencies, and improving
engagement and partnerships.
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& |n addition, Budget 2023 proposes to provide $11.4 million over
three years, starting in 2023-24, to Crown-Indigenous Relations and
Northern Affairs Canada to engage with Indigenous communities
and to update the federal guidelines for federal officials to fulfil
the Crown'’s duty to consult Indigenous peoples and accommodate
impacts on their rights. This will support the implementation of the
United Nations Declaration on the Rights of Indigenous Peoples Act and
provide more clarity on how the government will proceed to ensure an
effective and efficient whole-of-government approach to consultation
and accommodation.

As outlined in Chapter 4, Budget 2023 also announces investments in
improving Indigenous economic participation in major projects, as well as
increased support for the participation of Indigenous Peoples and other
Northerners in environmental and regulatory assessments of major projects
in the North.

Enhancing the Carbon Capture, Utilization, and
Storage Investment Tax Credit

Carbon capture, utilization, and storage (CCUS) is a suite of technologies
that captures carbon dioxide (CO,) emissions to either store the CO, or
to use in other industrial processes, such as permanent mineralization

in concrete.

In Budget 2022, the federal government announced design details of

the Investment Tax Credit for Carbon Capture, Utilization, and Storage—
an important tool for reducing emissions in high-emitting sectors and
helping to create good careers. In August 2022, a consultation on draft
legislation and additional design features was launched, which provided
the Department of Finance with submissions that have informed additional
design elements of the investment tax credit.

B Budget 2023 proposes that the Investment Tax Credit for Carbon
Capture, Utilization, and Storage:

- Include dual use heat and/or power equipment and water use
equipment, with tax support prorated in proportion to the use of
energy or material in the carbon capture, utilization, and storage
process, subject to certain conditions;

- In addition to Saskatchewan and Alberta, be available to projects
that would store CO, using dedicated geological storage in
British Columbia;

- Require projects storing CO, in concrete to have their concrete
storage process validated by a third-party based on an ISO standard
prior to claiming the investment tax credit; and,

- Include a recovery calculation for the investment tax credit in respect
of refurbishment property.
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The proposed changes are expected to cost about $520 million over five
years, beginning in 2023-24.

The government intends to apply labour requirements to the Investment
Tax Credit for Carbon Capture, Utilization, and Storage. Details will be
announced at a later date. These labour requirements will come into effect
on October 1, 2023.

A full package of legislative proposals will be released for consultation in
the coming months. Once legislated, the tax credit will be retroactively
available to businesses that have incurred eligible CCUS expenses, starting
in 2022.

3.3 Investing in Canadian Workers

Across all sectors of our economy—in blue collar jobs and in white collar
jobs—Canadian workers are the most talented and resourceful in the world.
The federal government'’s plan to build Canada'’s clean economy will build an
economy that is worker-driven; one that creates more good careers today,
where the unions that built the middle class can thrive, and where young
people don't have to move across the country just to find a job that pays them
well. This is a plan that will create good careers and opportunities for everyone,
anywhere in Canada.

There will be good jobs for: auto workers manufacturing electric vehicles:
construction workers and tradespeople retrofitting energy efficient homes;
resource workers mining the critical minerals the world needs; mill and smelter
workers making the cleanest aluminum and steel in the world; aerospace workers
building the next generation of greener planes and helicopters; engineers
designing hydrogen plants and fuel cells; mechanics who keep zero-emission
vehicles running well; Indigenous Guardians, forest workers, fishers, and marine
biologists working to protect our lands and waters and use the power of nature
to fight climate change; back-office and support staff at thousands of growing
companies. And, of course, the next generation of small business entrepreneurs
dreaming up solutions to the new challenges of the 21t century.

Since 2019, the government has invested in a range of measures that are
empowering unions and equipping Canadian workers with the tools they will
need to work the good jobs of today and tomorrow. Budget 2023 builds on this
progress and proposes new steps to ensure that workers from coast-to-coast-
to-coast will share in Canada’s economic prosperity for generations to come.
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Investing in Skills for a Clean Economy

Investments since Budget 2017 in skills and labour mobility measures include:

Labour Market Transfer Agreements: Enabling provinces and territories

to deliver training and employment supports tailored to their unique labour
market needs, including with a $1.5 billion top-up in 2020 to get people back
to work in the sectors hit hardest by the pandemic. This builds off of the annual
investment of nearly $3 billion delivered to provinces and territories for training
and employment supports and a top-up of $2.7 billion over six years, starting in
2017-18, announced in Budget 2017.

Union-based training: Over $200 million to expand the Union Training and
Innovation Program to train more than 30,000 additional apprentices and
journeypersons.

Employer-led training: $250 million over three years for the Upskilling for
Industry Initiative to support more than 15,000 workers, and $125 million over
five years to launch the Sustainable Jobs Training Centre.

In addition, Budget 2021 announced the Sectoral Workforce Solutions Program
to help key sectors of the economy implement solutions to address their current
and emerging workforce needs and the Apprenticeship Service to support
first-year apprentices in construction and manufacturing trades by providing
employers with $5,000 for upfront costs like salary and training, or $10,000 for
members of underrepresented groups.

Apprenticeship Service: Launched the Apprenticeship Service to help first year
apprentices in construction and manufacturing Red Seal trades connect with
opportunities at small and medium-sized employers.

Skills for Success: Helping Canadians at all skill levels improve their foundational
and transferable skills, like problem solving and digital skills, through free
training resources and online skills assessments.

Financial support for adult learners: $815 million over five years for the Canada
Training Credit, which covers up to 50 per cent of eligible training fees.

Labour mobility improvements: $595 million over six years for the Labour
Mobility Deduction for Tradespeople to make it more affordable to travel to
where the jobs are.
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Fair Pay for Workers Who Build the Clean Economy

When the federal government provides support for businesses to grow, their
workers must also see the benefit. For the first time in Canadian history, the
2022 Fall Economic Statement announced that labour requirements would be
attached to investment tax credits. These tax credits, for investments in clean
technology and clean hydrogen equipment, have requirements that include paying
prevailing wages and ensuring that apprenticeship opportunities are being created.

Following consultations with unions and other stakeholders, Budget 2023
is announcing additional details on the labour requirements for the Clean
Technology and Clean Hydrogen Investment Tax Credits.

B3 To be eligible for the highest tax credit rates, businesses must pay
a total compensation package that equates to the prevailing wage.
The definition of prevailing wage would be based on union
compensation, including benefits and pension contributions from the
most recent, widely applicable multi-employer collective bargaining
agreement, or corresponding project labour agreements, in the
jurisdiction within which relevant labour is employed.

B Additionally, at least ten per cent of the tradesperson hours worked must
be performed by registered apprentices in the Red Seal trades.

The government also intends to apply labour requirements related to the
prevailing wage and hours worked by registered apprentices to the Investment
Tax Credit for Carbon Capture, Utilization, and Storage, and the Investment Tax
Credit for Clean Electricity. Further details will be provided at a later date.

In all cases, the requirements would apply to labour that is performed on or
after October 1, 2023.

Ensuring Fairness for Canadian Workers with Federal
Reciprocal Procurement

The federal government is committed to having procurement policies that treat
Canadian workers and businesses fairly—and this should include ensuring the
government buys goods and services from countries that also grant Canadian
businesses a similar level of access to their government procurement markets.
In doing so, we will ensure that federal procurement dollars benefit Canadian
workers and businesses, and support the development of mutually-beneficial,
reciprocal, and resilient supply chains.

B To deliver these benefits, Budget 2023 announces the government
will undertake targeted engagement with provinces and territories,
industry stakeholders, and workers and unions on concrete reciprocal
procurement measures, so they can be implemented in the near term.
The proposed measures will include placing conditions on foreign
suppliers’ participation in federally-funded infrastructure projects,
applying strict reciprocity to federal procurement, and creating a
preference program for Canadian small businesses.
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The federal government will also engage with provinces and territories to
explore extending this reciprocal treatment to all sub-national procurement
opportunities.

Beyond government procurement policies, in light of some of the restrictive
eligibility conditions associated with new measures within the U.S. Inflation
Reduction Act, the government will initiate targeted consultations on the
possibility to introduce new reciprocal treatment for the measures in the
government's plan to build a clean economy.

Doubling the Tradespeople’s Tool Deduction

Our economy depends on skilled tradespeople. From electricians, to painters,
to plumbers, supporting Canada'’s skilled tradespeople is essential to attracting
more Canadians to the trades, and ensuring that Canada has the skilled
workforce required to build Canada’s clean economy and double the number of
new homes that will be built in Canada by 2032.

B To help tradespeople invest in the equipment they need, Budget 2023
proposes to double the maximum employment deduction for
tradespeople’s tool expenses from $500 to $1,000.

This change would take effect for the 2023 taxation year and would reduce
federal revenues by $11 million over six years, starting in 2022-23.