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hen British Columbia introduced

its carbon tax, it provided a rebate

to families to offset the higher
cost of goods and services created by that
tax. It designed it as a refundable tax credit
that diminished in value as family income
increased. As of 2017, the program provided
a maximum yearly rebate of $120.40 per
adult and $35.88 per child with the clawback
starting at $38,880 for families and $33,326
for individuals at a rate of 2 per cent of
family income.

By comparison, under its proposed Climate
and Green Plan Implementation Act,

Manitoba is proposing to rebate part of
the revenues from its $25/tonne carbon
tax in the form of an increase in the
value of the Basic Personal Amount by
$1,010 in 2019 and again in 2020. The
Basic Personal Amount (BPA) is a non-
refundable tax credit. All Manitobans
can claim this amount and are therefore
not taxed on taxable income below

the BPA. The government was elected
on a promise to raise the BPA in 2016
and re-profiled this commitment as a
carbon tax rebate. The following table
compares the value of these two rebates
for families.

Table 1: The Average Cost of the Carbon Tax vs. the Value of the Carbon Tax Rebate by Economic
Family Income Level - British Columbia and Manitoba — 2017

British Columbia Manitoba, Per 51,010 Increase
in the Basic Exemption
Economic Family Average Impact Average Impact
Income as a Per of Carbon Tax Average of Carbon Tax on Rebate as a
cent of the Low on Family Value of Family Income Average Value of | Per cent of the
Income Threshold Income (5) Rebate (5) (%) Rebate (5} Cost of the
(% of Income) (% of Income) (% of Income)? (% of Income) Carbon Tax
Under 100% of LICO | -5136 [1.39%) 5146 (1.508) -5113 (0.77%) $23 (0.15%) 20%
100-150% of LICO -5203 (0.79%) 5168 (0.57%) -5169 (0.52%) SE7 (0.27%) 51%
150-200% of LICO -5256 (0.70%) 5112 (0.27%) -5213 (0.47%) 5136 (0.30%) 64%
200-250% of LICO -5338 (0.561%) S95 (0.16%) -5282 (0.46%) 5179 (0.29%) 63%
250-300% of LICO -5360 (0.55%) 547 [0.06%) -5300 (0.40%) 5193 (0.26%) 64%
300-350% of LICO -5400 (0.51%) 545 (0.05%) -5333 (0.38%) $216 (0.24%) 65%
350-400% of LICO -5431 (0.49%) $30 (0.03%) -5359 (0.36%) $216 (0.22%) 60%
400-450% of LICO -5450 (0.46%) 523 (0.02%) -5375 (0.34%) 5235 (0.21%) 63%
450-500% of LICO -5503 (0.45%) 526 (0.02%) -5419 (0.34%) 5225 (0.19%) 54%
500%+ of LICO -§572 (0.31%) $24(0.01%) -5477 (0.24%) $232 (0.12%) 48%
TOTAL -5334 (0.50%) SE6 (0.12%) -5278 (0.40%) $155 (0.22%) 56%
TOTAL COST (SM) 5724 M 185 M $149 M S83 M

Spurce: Statistics Canada, Sacial Policy Simulation Database and Madel, versian 26.0.

Mote: ' This is an estimate based on the cost of the B.C, Carbon tax for ecanomic families by income level with that
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respansibility for the use and interpretation of these data is entirely that of the author.

gost pro-rated to reflect the 525 vs. 530 per tonne carbon tax for Manitoba and B.C., respectively.
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The difference in the impact of the two
programs is striking. As a per cent of
disposable family income, the B.C. rebate
provides the greatest financial assistance

to the poorest families and gradually
diminishes as income increases. It more
than fully compensates those with incomes
below the poverty line for the loss in income
due to the carbon tax. In total, it provides an
average of $86 per family which represents
25 per cent of total cost of the carbon tax

to families. By comparison, the Manitoba
rebate provides the greatest assistance to
families whose income is between 1.5 and
2.5 times the low income threshold with the
least benefit going to the poorest families.
And, the Manitoba program is almost

twice as expensive per capita as the British
Columbia program ($155 vs. $86). As such,
it covers 56 per cent of the total additional
cost of the carbon tax.

The key reason why the value of the
Manitoba rebate rises as income rises is that
higher income tax filers are able to use up

more of their non-refundable tax credits
in reducing their taxes payable. Filers
whose income is below the poverty line
have a taxable income that is only 28 per
cent of their non-refundable tax credits
while filers whose income is over 5 times
the poverty line has a taxable income that
is 93 per cent of their non-refundable tax
credits. Thus, raising the value of the basic
exemption benefits higher income tax
filers more than lower income filers.

Were Manitoba to design a similar rebate
program as the B.C. one, for a budget of
$83 million, it could offer an enriched
rebate featuring a maximum of $157 per
adult and $50 per child. Such a program
would have the following impact on family
income (see Table 2). In comparing the
two distributions of net rebates, one can
see that a B.C.-style rebate would result
in higher benefits for those families with
incomes less than twice the low income
threshold.

Table2: The Average Value of a Carbon Tax Rebate by Economic Family Income — The Proposed

Increase to the Basic Exemption vs. a B.C. Type Rebate

Economic Family Proposed Increase to Basic Exemption A B.C. Type Rebate
Income as a Per Average Value of | Average Value of | Average Value of | Average Value of
cent of the Low Rebate (5) Rebate as a % of Rebate (3) Rebate as a % of
Income Threshold Income Income
Under 100% of LICO 523 0.15% 5347 2.35%
100-150% of LICO 587 0.27% $336 1.04%
150-200% of LICO $136 0.30% $149 0.33%
200-250% of LICO 5179 0.29% 589 0.14%
250-300% of LICO 5153 0.26% 563 0.08%
300-350% of LICO 5216 0.24% 578 0.09%
3150-400% of LICO 5216 0.22% 560 0.06%
A00-450% of LICO $235 0.21% 569 0.06%
450-500% of LICO 5225 0.19% 550 0.04%
500%+ of LICO §232 0.12% 536 0.02%
TOTAL 5155 0.22% 51555 0.22%
TOTAL COST (SM) 583 M 583 M

Seurce: Statistics Canada, Social Pelicy Simulation Database and Model, version 26.0.
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