BUDGETARY SUMMARY
($ thousands)
ESTIMATE ACTUAL
2002-2003 2002-2003

(as restated)

(as restated)

ESTIMATE
2003-2004

(as restated)

FORECAST
2003-2004

(as restated)

4,985,629 4,944,636 5,284,216 5,335,834
4,512,724 4,567,492 4,756,480 4,817,137
(50,000) (150,042) (13,600) (18,123)
890,313 846,844 892,793 867,455
5,353,037 5,264,294 5,635,673 5,666,469
(367,408) (319,658) (351,457) (330,635)
2,026,474
(1,217,623) (1,500)
(740,565)
(56,323) (2,636)

11,963 (4,136)
186,000 172,982 177,500 174,500
160,208 157,866 166,800 166,800
22,500 7,551 10,000 8,000
368,708 338,399 354,300 349,300
1,300 30,704 2,843 14,529
(456)

1,358

902

1,300 31,606 2,843 14,529

(1) - See Note 1, Page B5.

Consolidated Fund
Ordinary Revenue (1)

Net Expenses
Net Program Expenses
Pension Valuation Adjustment
Net Debt Servicing Costs

Debt Retirement Plan
Debt Retirement Contingency
Debt Retirement Fund

Consolidation and Accounting
Adjustmentsfor Governmental Units
Consolidated Fund Consolidation

Adjustments
Health and Hospital Boards
Operations
School Boards Operations
Other Organizations

Net Income (L oss) for

Government Business Enter prises
Nova Scotia Gaming Corporation (1)
Nova Scotia Liquor Corporation (1)
Other Enterprises

Provincial Surplus (Deficit) before
Unusual Items

Unusual Items
Nova Scotia Innovation Corporation
Nova Scotia Resources Limited

Provincial Surplus (Deficit)
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Schedule 1

ESTIMATE
2004-2005

5,557,572

5,077,630
(9,400)

877,821

5,946,051

4,000
6,000

10,000
(398,479)

36,000

1,500

4,395
41,895

169,000
181,715
8,000

358,715

2,131



FINANCIAL REPORTING AND ACCOUNTING POLICIES

The 2004-2005 Budget has been prepared following accounting policies consistent with those used to prepare the
2002-2003 Public Accounts. The Public Accounts were prepared in accordance with Canadian generally accepted
accounting principles for the public sector, which for purposes of the Province's financial statements represented
by accounting recommendations of the Public Sector Accounting Board (PSAB) of the Canadian | nstitute of
Chartered Accountants (CICA), supplemented where appropriate by other CICA or accounting standards or
pronouncements.

Comparative Figures

Comparative figures for estimates are based on the accounting policiesin effect at the time the Estimates were
prepared. Estimates are not adjusted for subsequent accounting policy changes once the appropriation votes are
finalized. Thefollowingisasummary of accounting policy changes made in the past two years which impact the
comparability of figures.

Figuresshown for 2002-2003 - Estimatesnot restated, Actualsrestated for the following:

» caculation of the Pension Valuation Allowance as per PSAB recommendations, which increased the
actual Provincia Surplus by $130.2 million;

»  valuation of pension fund assets at market related values instead of market values, which increased
the actual Provincia Surplus by $56.7 million;

e inclusion of retirement health benefits expense and liabilities for the first time, which decreased the
actual Provincial Surplus by $34.3 million; and,

»  consolidation of Special Purpose Fundsfor the first time, which increased the actual Provincial
Surplus by $1.6 million.

Figures shown for 2002-2003 - Estimatesrestated, Actualsrestated for the following:
» inpast years, net earnings from Nova Scotia Gaming Corporation and Nova Scotia Liquor Corporation
were traditionally included in and voted as Ordinary Revenue; for purposes of these Estimates, the net
earnings have been removed from the Estimates and Actuals for Ordinary Revenue and the Actuals for

Consolidated Fund Consolidation Adjustments; these net earnings have been moved to Net Income from

Government Business Enterprises.

Figuresshown for 2003-2004 - Estimates not restated, Forecast restated for the following:

» inclusion of retirement health benefits expense and liabilities for the first time, which decreased the
forecasted Provincial Surplus by $43.9 million;

»  consolidation of Special Purpose Funds for thefirst time, which had no impact on the forecasted
Provincial Surplus; and,

e amended the Tangible Capital Asset thresholds and amortization rates as recommended by the recently
completed policy review, which increased the forecasted Provincial Surplus by $25.1 million; these
changes are implemented prospectively so restatement of prior yearsfiguresis not required.

Figuresshown for 2003-2004 - Estimatesrestated, Forecast restated for the following:

* inpast years, net earnings from Nova Scotia Gaming Corporation and Nova Scotia Liquor Corporation
were traditionally included in Ordinary Revenue; for purposes of these Estimates, the net earnings have
been removed from the Estimates and Forecast for Ordinary Revenue and the Forecast for Consolidated
Fund Consolidation Adjustments; these net earnings have been moved to Net Income from Government
Business Enterprises.
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ORDINARY REVENUE - SUMMARY
By Revenue Source

(% thousands)

ESTIMATE
2002-2003

(as restated)

ACTUAL
2002-2003

(as restated)

ESTIMATE
2003-2004

(as restated)

FORECAST
2003-2004

(as restated)

1,315,144 1,353,675 1,317,200 1,355,512
183,632 204,950 270,385 232,710
888,917 905,120 942,150 975,204
138,508 145,425 166,720 162,217
239,350 246,283 254,197 248,886

60,216 60,675 69,390 69,368
75,162 75,933 73,704 73,677
10,000 11,115 27,000 23,000
160,834 195,865 187,119 212,563
--- (23,833) --- 152,039

3,071,763 3,175,208 3,307,865 3,505,176

1,320,177 1,125,088 1,242,870 1,114,487
591,359 605,117 701,151 686,853

--- --- 30,000 29,611
2,330 2,299 2,330 2,330
1,924 (2,623)
--- 35,000 --- ---
1,913,866 1,769,428 1,976,351 1,830,658
4,985,629 4,944,636 5,284,216 5,335,834
Notes:

1)
Forecast have been restated in the new format.

2)

Provincial Sources

Personal Income Tax

Corporate Income Tax

Harmonized Sales Tax

Tobacco Tax

Motive Fuel Taxes

Interest Revenues

Registry of Motor Vehicles

Royalties - Petroleum

Other Provincia Sources

Prior Y ears Adjustments -
Provincia Sources

Federal Sources

Equalization

Canada Headlth and Socia Transfer

Health Reform Fund

Other Federal Sources

Prior Y ears Adjustments -
Federal Sources

Federa Tax Collection
Agreement Error

In order to provide a better comparison with the Consolidated Financial Statements, the net revenues
from the Nova Scotia Gaming Corporation and the Nova Scotia Liquor Corporation have been
reclassified from Ordinary Revenue to Net Income (Loss) for Government Business Enterprises

in the 2004-2005 Estimates. The 2002-2003 Estimate and Actual and 2003-2004 Estimate and

Interest Revenues have been restated in the 2002-2003 Estimate and Actual to include Short-Term
Interest revenue, which was formerly netted against General Interest expenses in the Debt Servicing
Costs appropriation. The amount of Short-Term Interest revenue is $25.179 million and $31.643 million
in the 2002-2003 Estimate and Actual respectively.

Schedule 2

ESTIMATE
2004-2005

1,465,695
263,753
1,015,336
180,217
255,872
64,898
80,381
20,000
228,675

3,574,827

1,202,851
703,998
44,109
31,787

1,982,745
5,557,572



NET PROGRAM EXPENSES -

SUMMARY

($ thousands)
ESTIMATE ACTUAL ESTIMATE FORECAST
2002-2003 2002-2003 2003-2004 2003-2004
39,273 41,440 40,118 42,529
648,995 668,306 666,414 660,491
30,785 27,391 --- ---
928,733 930,205 980,241 981,953
201,732 206,762 205,805 212,805
--- --- 7,614 7,190
26,743 25,604 27,558 26,659
13,329 12,902 13,235 12,996
1,980,235 1,996,005 2,111,454 2,168,419
91,753 90,771 99,417 95,917
57,028 55,291 59,160 57,346
107,448 106,517 143,220 176,388
92,298 96,533 93,161 89,844
38,847 39,895 40,805 39,562
239,411 253,626 246,654 227,676
16,114 15,557 21,624 17,362
--- 687 --- ---
4,512,724 4,567,492 4,756,480 4,817,137
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Agriculture and Fisheries
Community Services
Economic Development
Education

Assistance to Universities
Energy

Environment and Labour
Finance

Health

Justice

Natural Resources
Public Service

Service Nova Scotia and Municipa Relations
Tourism, Culture and Heritage
Transportation and Public Works

Restructuring Costs

Loss on the Sale of Crown Assets

Schedule 3

ESTIMATE
2004-2005

40,796
694,145
1,002,848
206,531
7,350
26,152
14,134
2,341,690
99,626
59,322
154,146
92,352
41,055
241,009
56,474

5,077,630



NET DEBT SERVICING COSTS -

SUMMARY
($ thousands)
ESTIMATE ACTUAL ESTIMATE FORECAST
2002-2003 2002-2003 2003-2004 2003-2004
(as restated)
1,002,184 950,479 947,678 933,942
38,146 36,610 30,038 31,497
40,335 58,209 84,600 88,289
1,080,665 1,045,298 1,062,316 1,053,728
(190,352) (198,454) (169,523) (186,273)
890,313 846,844 892,793 867,455
Notes:
1)

2)

Debt Servicing Costs
Interest on Long-Term Debt
General Interest
Interest on Pensions and Other
Obligations

Gross Debt Servicing Costs

Less: Sinking Fund Earnings

Net Debt Servicing Costs

Schedule 4

ESTIMATE
2004-2005

863,287
44,641

99,184

1,007,112

(129,291)

877,821

Short-Term Interest revenue, which was formerly netted against General Interest expenses in Gross Debt Servicing
Costs, is now included in Interest Revenuesin Ordinary Revenue. Also, Debt Retirement Fund Earnings, which

were formerly included in Gross Debt Servicing Costs, are now included in Sinking Fund Earnings.

For further details on the underlying assumptions that support the Debt Servicing Costs projections, see

Schedule 15, Page B39 and Schedule 16, Page B40.
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STATUTORY CAPITAL ITEMS - SUMMARY

($ thousands)
ACTUAL ESTIMATE FORECAST
2002-2003 2003-2004 2003-2004
20,552 25,000 22,000
10,313 10,000 4,698
22,409 25,000 27,000
--- 8,000 8,000
14,707 35,000 12,100
20,576 40,000 35,240
88,557 143,000 109,038
11,951 11,000 16,500
6,353 5,000 5,453
274 210 210
23,884 18,000 21,500
15,736 15,000 15,000
17,296 15,920 17,965
149 --- ---
75,643 65,130 76,628
12,914 77,870 32,410

(A) - Capital Advances and Investments for which no Vote is required under the Appropriations Act.
The Spending Authority is contained in the respective Statutes. Borrowing provided for under

the Appropriations Act.

CAPITAL ADVANCESAND INVESTMENTS
Thefollowing is given for information as tc
the proposed program.

Additional Advances and I nvestments (A)

Fisheries Development Fund

Industrial Development Act

Nova Scotia Farm Loan Board

Nova Scotia First Fund

Nova Scotia Fund

Nova Scotia Housing Devel opment Corporation

Repayments (A)

Fisheries Development Fund

Industrial Development Act

Municipal Loan and Building Fund Act

Nova Scotia Farm Loan Board

Nova Scotia Fund

Nova Scotia Housing Devel opment Corporation
Miscellaneous

Net Capital Advances and I nvestments
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ESTIMATE
2004-2005

23,000
18,000
30,000
20,000
42,000

133,000

12,000
3,487
140
18,000
12,000
18,241

63,868

69,132



HISTORICAL ANALYSIS OF
REVENUES BY SOURCE

Schedule 6

FORECAST ESTIMATE
2000-2001 2001-2002 2002-2003 2003-2004 2004-2005
(as restated) (as restated) (as restated) (as restated)
REVENUE BY SOURCE
($ thousands)
Provincial Sources (1)
Personal Income Tax 1,228,672 1,274,481 1,353,675 1,355,512 1,465,695
Corporate Income Tax 169,232 194,439 204,950 232,710 263,753
Sales Tax 804,280 852,797 905,120 975,204 1,015,336
Tobacco Tax 75,577 105,751 145,425 162,217 180,217
Motive Fuel Taxes 201,669 207,951 246,283 248,886 255,872
Interest Revenues 67,177 66,724 60,675 69,368 64,898
Registry of Motor Vehicles 61,979 65,051 75,933 73,677 80,381
Royalties - Petroleum 9,269 17,329 11,115 23,000 20,000
Other Provincial Sources 168,267 165,048 195,865 212,563 228,675
Prior Years Adjustments - 78,156 83,282 (23,833) 152,039
Provincial Sources
Nova Scotia Gaming Corporation 155,543 159,372 172,982 174,500 169,000
Nova Scotia Liquor Corporation 137,183 143,858 157,866 166,800 181,715
Other Government Business Enterprises (46,618) 5,668 7,551 8,000 8,000
Federal Sources
Equalization 1,395,500 1,321,100 1,125,088 1,114,487 1,202,851
Canada Hedlth and Socia Transfer 526,054 553,375 605,117 686,853 703,998
Health Reform Fund 29,611 44,109
Other Federa Sources 2,330 2,306 2,299 2,330 31,787
Prior Years Adjustments - 21,758 11,893 36,924 (2,623)
Federal Sources
Total Revenues 5,056,028 5,230,425 5,283,035 5,685,134 5,916,287
Note 1: In order to provide a better comparison with the Consolidated Financial Statements, the net revenues

from the Nova Scotia Gaming Corporation and the Nova Scotia Liquor Corporation have been
reclassified from Ordinary Revenue to Net Income (Loss) for Government Business Enterprises

in the 2004-2005 Estimates. The 2002-2003 Estimate and Actual and 2003-2004 Estimate and
Forecast have been restated in the new format.
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HISTORICAL ANALYSIS OF
REVENUES BY SOURCE

REVENUE BY SOURCE
(as a percentage of Total Revenues)

Provincial Sources
Personal Income Tax
Corporate Income Tax
Sales Tax
Tobacco Tax
Motive Fuel Taxes
Interest Revenues
Registry of Motor Vehicles
Royalties - Petroleum
Other Provincial Sources
Prior Years Adjustments -
Provincia Sources
Nova Scotia Gaming Corporation
Nova Scotia Liquor Corporation
Other Government Business Enterprises

Total - Provincial Sources

Federal Sources
Equalization
Canada Hedlth and Social Transfer
Health Reform Fund
Other Federal Sources
Prior Years Adjustments -
Federa Sources

Total - Federal Sources

Total Revenues

Schedule 6

(continued)

FORECAST ESTIMATE
2000-2001 2001-2002 2002-2003 2003-2004 2004-2005
(as restated) (as restated) (as restated) (as restated)
24.3% 24.4% 25.6% 23.8% 24.8%
3.3% 3.7% 3.9% 4.1% 4.5%
15.9% 16.3% 17.1% 17.2% 17.2%
1.5% 2.0% 2.8% 2.9% 3.0%
4.0% 4.0% 4.7% 4.4% 4.3%
1.3% 1.3% 1.1% 1.2% 1.1%
1.2% 1.2% 1.4% 1.3% 1.4%
0.2% 0.3% 0.2% 0.4% 0.3%
3.3% 3.2% 3.7% 3.7% 3.9%
1.5% 1.6% -0.5% 2.7% ---
3.1% 3.0% 3.3% 3.1% 2.9%
2.7% 2.8% 3.0% 2.9% 3.1%
-0.9% 0.1% 0.1% 0.1% 0.1%
61.5% 63.9% 66.5% 67.8% 66.5%
27.6% 25.3% 21.3% 19.6% 20.3%
10.4% 10.6% 11.5% 12.1% 11.9%
- - --- 0.5% 0.7%
0.0% 0.0% 0.0% 0.0% 0.5%
0.4% 0.2% 0.7% -0.0% ---
38.5% 36.1% 33.5% 32.2% 33.5%
100.0% 100.0% 100.0% 100.0% 100.0%
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REVENUES BY SOURCE Chart 1

2003-2004 FORECAST

Canada Health and Social Transfer

Equalization Payments

19.6%
Income Taxes

Sales Tax

Motive Fuel Taxes

2004-2005 ESTIMATE

Canada Health and Social Transfer

Equalization Payments

20.3%

Income Taxes
29.2%

Other

Sales Tax Motive Fuel Taxes
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REVENUES BY SOURCE Chart 2

PROVINCIAL vs FEDERAL SOURCES
($ millions)

4,500

4,000

3,500

3,000

2,500

2,000

1,500

1,000

95-96 96-97 97-98 98-99 99-00 00-01 01-02 02-03 03-04 fc 04-05 est
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HISTORICAL ANALYSIS OF TOTAL
NET EXPENSES BY FUNCTION

FUNCTION
($ thousands)

Genera Government
Public Protection
Transportation
Resource Development
Health

Socid Services
Education

Culture and Recreation
Municipal Affairs

Total Net Program Expenses

Debt Servicing Costs

Total Net Expenses

FUNCTION
(as a percentage of Total Net Expenses)

Genera Government
Public Protection
Transportation
Resource Development
Health

Socid Services
Education

Culture and Recreation
Municipal Affairs

Total Net Program Expenses

Debt Servicing Costs

Total Net Expenses

Schedule 7

FORECAST ESTIMATE

2000-2001 2001-2002 2002-2003 2003-2004 2004-2005
180,495 177,095 140,587 155,253 169,164
149,304 169,135 169,737 179,597 177,446
196,187 195,132 210,708 193,888 203,339
174,980 173,579 152,546 162,924 163,330
1,806,716 1,937,641 2,033,437 2,225,996 2,414,216
561,014 603,597 630,629 614,739 645,683
1,078,144 1,118,422 1,138,866 1,190,656 1,209,061
41,238 43,720 40,538 48,201 44,728
63,396 43,261 50,444 45,883 50,663
4,251,474 4,461,582 4,567,492 4,817,137 5,077,630
1,115,473 1,160,647 1,045,298 1,053,728 1,007,112
5,366,947 5,622,229 5,612,790 5,870,865 6,084,742
3.3% 3.1% 2.5% 2.6% 2.8%
2.8% 3.0% 3.0% 3.1% 2.9%
3.6% 3.5% 3.8% 3.3% 3.3%
3.3% 3.1% 2.7% 2.8% 2.7%
33.7% 34.5% 36.2% 37.9% 39.7%
10.4% 10.7% 11.2% 10.5% 10.6%
20.1% 19.9% 20.3% 20.3% 19.9%
0.8% 0.8% 0.7% 0.8% 0.7%
1.2% 0.8% 0.9% 0.8% 0.8%
79.2% 79.4% 81.3% 82.1% 83.4%
20.8% 20.6% 18.6% 17.9% 16.6%
100.0% 100.0% 99.9% 100.0% 100.0%
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TOTAL NET EXPENSES BY FUNCTION

2003-2004 FORECAST

Resource Development

Debt Servicing Costs
2.8%

17.9%

Other

Health 7.3%

37.9%

20.3%

10.5%
3.3%

Education

Social Services Transportation

2004-2005 ESTIMATE

Resource Development

Debt Servicing Costs

16.6%

Health Other

39.7%

19.9%

Education

Social Services Transportation
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SUMMARY OF REVENUES AND EXPENSES
BY SOURCE AND FUNCTION

($ thousands)
CHANGE
FROM
ESTIMATE FORECAST ESTIMATE
2003-2004 2003-2004 2003-2004
(as restated) (as restated)

1,317,200 1,355,512 38,312
270,385 232,710 (37,675)
942,150 975,204 33,054
166,720 162,217 (4,503)
254,197 248,886 (5,311)

69,390 69,368 (22)
73,704 73,677 (27)
27,000 23,000 (4,000)
187,119 212,563 25,444

1,242,870 1,114,487 (128,383)

701,151 686,853 (14,298)
30,000 29,611 (389)
2,330 2,330 ---
--- 149,416 149,416

5,284,216 5,335,834 51,618
149,857 155,253 5,396
174,572 179,597 5,025
210,660 193,888 (16,772)
162,511 162,924 413

2,164,393 2,225,996 61,603
624,420 614,739 (9,681)

1,181,726 1,190,656 8,930

41,454 48,201 6,747
46,887 45,883 (1,004)

4,756,480 4,817,137 60,657
(13,600) (18,123) (4,523)
892,793 867,455 (25,338)

5,635,673 5,666,469 30,796

(351,457) (330,635) 51,618
354,300 345,164 (9,136)
2,843 14,529 42,482
Note:

Consolidated Fund

Ordinary Revenues by Source
Provincia Sources
Personal Income Tax
Corporate Income Tax
Harmonized Sales Tax
Tobacco Tax
Motive Fuel Taxes
Interest Revenues
Registry of Motor Vehicles
Royalties - Petroleum
Other Provincial Sources
Federa Sources
Equalization
Canada Hedlth and Social Transfer
Health Reform Fund
Other Federal Sources
Prior Years Adjustments - Federal-Provincial
Fiscal Arrangements

Total - Ordinary Revenues

Net Expenses by Function
General Government
Public Protection
Transportation
Resource Development
Health
Social Services
Education
Culture and Recreation
Municipal Affairs

Total - Net Program Expenses
Pension Valuation Adjustment
Net Debt Servicing Costs
Total - Net Expenses

Debt Retirement Plan

Consolidation and Accounting
Adjustmentsfor Gover nmental Units and
Net | ncome (L 0ss) Business Enter prises

Provincial Surplus (Deficit)

See Page B4 for information on the Financial Reporting and Accounting Policies used in this budget.
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ESTIMATE
2004-2005

1,465,695
263,753
1,015,336
180,217
255,872
64,898
80,381
20,000
228,675

1,202,851
703,998
44,109
31,787

5,557,572

169,164
177,446
203,339
163,330
2,414,216
645,683
1,209,061
44,728
50,663

5,077,630
(9,400)

877,821

5,946,051

10,000

(398,479)

400,610

2,131



NOMINAL GROSS DOMESTIC PRODUCT Schedule 9
at MARKET PRICES

($ millions)

NOVA GROWTH GROWTH

YEAR SCOTIA (1) RATE % CANADA (2) RATE %
1996 19,512 1.1 836,864 3.3
1997 20,368 4.4 882,733 55
1998 21,401 51 914,973 3.7
1999 23,059 7.7 982,441 7.4
2000 24,770 7.4 1,075,566 9.5
2001 26,070 5.2 1,107,459 3.0
2002 27,102 4.0 1,154,949 4.3
2003 27,997 p 3.3 1,214,601 52
2004 28,937 p 34 1,275,823 p 5.0
2005 30,223 p 4.4 1,341,067 p 51

1  Source: Statistics Canada, Provincial Economic Accounts, Cat. No. 13-213-PPB
2 Source: Statistics Canada, National Income and Expenditure Accounts, Cat. No. 13-001-PPB
p Preliminary Projections; Source: Nova Scotia Department of Finance

Nova Scotia Nominal Gross Domestic Product at Market Prices
($ millions)

32,000

30,000 p

28,000

26,000

24,000

22,000

20,000

18,000

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
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REAL GROSS DOMESTIC PRODUCT

at MARKET PRICES
(Chained 1997$ millions)

YEAR

1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

N

Note:

NOVA GROWTH GROWTH
SCOTIA (1)  RATE % CANADA (2)  RATE %
19,529 0.6 846,952 1.6
20,368 43 882,733 42
21,127 3.7 918,910 41
22,285 5.5 969,750 55
23,174 4.0 1,020,786 5.3
23,783 2.6 1,040,388 1.9
24,825 4.4 1,074,516 3.3
24,923 p 0.4 1,092,891 1.7
25,428 p 2.0 1,123,724 p 2.8
26,089 p 2.6 1,161,446 p 3.4

Source: Statistics Canada, Provincial Economic Accounts, Cat. No. 13-213-PPB
Source: Statistics Canada, National Income and Expenditure Accounts, Cat. No. 13-001-PPB
Preliminary Projections; Source: Nova Scotia Department of Finance

The Chained 1997$ million is the Fisher Volume Index formula (1997 = 100) used to project
Gross Domestic Product in constant dollars.

Nova Scotia Real Gross Domestic Product at Market Prices
(Chained 1997$ millions)

28,000

26,000

24,000

22,000

20,000

18,000

Schedule 10

1996

1997 1998 1999 2000 2001 2002 2003
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PERSONAL INCOME PER CAPITA

(dollars)

YEAR

1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

1

p

Source: Statistics Canada, Cat. Nos. 13-001-PPB, 13-213-PPB, 91-213-XPB (Statistics

NOVA

SCOTIA (1)

19,951
20,656
21,693
22,922
23,966
24,864
25,485
26,198 p
26,916 p
27,803 p

% CHANGE

0.2
35
5.0
5.7
4.6
3.7
25
2.8
2.7
3.3

CANADA (1)

23,160
23,860
24,740
25,755
27,377
28,177
28,802
29,342
30,229 p
31,390 p

Canada, Annual Demographic Statistics) and Nova Scotia Department of Finance
Preliminary Projections; Source: Nova Scotia Department of Finance

Personal Income Per Capita in Nova Scotia

(dollars)

30,000

28,000

26,000

24,000

22,000

20,000

18,000

% CHANGE

11
3.0
3.7
4.1
6.3
2.9
2.2
19
3.0
3.8

Schedule 11

1996

1997

1998

1999

2000

B23

2001

2002

2003

2004

2005



NOVA SCOTIA LABOUR MARKET Schedule 12

(thousands of persons)

LABOUR
YEAR FORCE (1) % CHANGE EMPLOYMENT (1) % CHANGE
1996 431.1 0.5 378.1 0.3
1997 437.4 15 384.3 1.6
1998 445.9 19 398.9 3.8
1999 452.0 14 408.6 24
2000 461.6 21 419.5 2.7
2001 468.9 16 423.3 0.9
2002 474.2 11 428.4 12
2003 480.1 12 435.4 1.6
2004 485.9 p 12 440.2 p 11
2005 491.7 p 12 446.8 p 15

1  Source: Statistics Canada, 2003 Labour Force Historical Review, 71F0004X CB, February 2004
p  Preliminary Projections; Source: Nova Scotia Department of Finance

Nova Scotia Labour Market
(thousands of persons)

525

500

475

450

@i | abour Force
=% Employment

425
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UNEMPLOYMENT Schedule 13

(thousands of persons)

NOVA SCOTIA (1) CANADA (1)
UNEMPLOYMENT UNEMPLOYMENT
YEAR UNEMPLOYED RATE % UNEMPLOYED RATE %
1996 53.0 12.3 1,436.9 9.6
1997 53.1 12.1 1,378.6 9.1
1998 46.9 10.5 1,277.3 8.3
1999 43.3 9.6 1,190.1 7.6
2000 42.0 9.1 1,089.6 6.8
2001 45.6 9.7 1,169.6 7.2
2002 45.8 9.7 1,277.6 7.7
2003 44.7 9.3 1,300.9 7.6
2004 457 p 94 p 1,259.0 p 73 p
2005 449 p 91 p 1,149.0 p 6.5 p

1  Source: Statistics Canada, 2003 Labour Force Historical Review, 71F0004X CB, February 2004
p Preliminary Projections; Source: Nova Scotia Department of Finance

Note: The unemployment statistics shown in this table are annual averages of the monthly indices.
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FISCAL PLAN 2004-2005 to 2007-2008 Schedule 14
($ millions)

ESTIMATE FORECAST ESTIMATE ESTIMATE ESTIMATE ESTIMATE
2003-2004 2003-2004 2004-2005 2005-2006 2006-2007 2007-2008

Revenue

Expenses

Net Program Expenses 4,742.9 4,799.0 5,068.3 5,120.1 5,208.2 5,389.1
Debt Servicing Costs 1,062.3 1,053.7 1,007.1 1,053.7 1,050.3 1,054.1
Less: Sinking Fund (169.5) (186.3) (129.3) (117.2) (96.5) (85.7)

Earnings
Net Debt Servicing Costs 892.8 867.5 877.8 936.5 953.8 968.4
Net Expenses 5,635.7 5,666.5 5,946.1 6,056.6 6,162.0 6,357.5

Debt Retirement Plan

Debt Retirement --- 4.0 25.0 50.0 100.0
Contingency
Debt Retirement Fund 6.0 6.0 6.0 6.0

Debt Retirement Plan

Consolidation

Adjustments

Net Income (Loss) 354.3 349.3 358.7 388.9 402.0 402.0

Government Business
Enterprises

Provincial Surplus

Note: See Page B4 for information on the Financial Reporting and Accounting Policies for the accounting
policies that have been used in the preparation of this Fiscal Plan.
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The Province of Nova Scotiaistabling its third consecutive balanced budget in fiscal 2004-2005, estimating a
modest surplus of $2.1 million. Thisfollows alarger than anticipated surplus of $14.5 million in fiscal 2003-2004.

Personal income tax relief for those who need it most is continuing. Nova Scotia's |owest income earners will
continue to benefit as the 2004 tax rates are maintained. The middle and high income tax brackets are reverting
to 2003 levels. A fourth bracket is being added for Nova Scotia's highest income earners, which includes only
four per cent of all earners.

Legidation will bring the government's Debt Retirement Plan into effect in fiscal 2004-2005 and $10.0 million will
be directed to the Plan to help reduce the debt. The Plan callsfor significant infusions of funding over the next three
fiscal yearsand $106.0 million will be required in fiscal 2007-2008 for the debt to begin its scheduled decline.

Asanindicator of debt, the province's net direct debt to GDP continuesits downward trend. For fiscal 2004-2005,
the ratio of net direct debt to GDP hasfallen to 43.1 per cent, a decline of one per cent.

Foreign currency exposure also continuesto drop, and is now at 16.9 per cent.

Capital spending for fiscal 2004-2005 is maintained at $250.0 million. An additional $8.0 million will be availablein
fiscal 2004-2005 to the district health authorities, increasing their capital spending to $38.0 million.
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Overview of Treasury Management in Fiscal 2003-2004

The Debt Management Committee (DM C), an executive committee of the Department of Finance, oversees the debt
management function of the Province of Nova Scotia by providing staff with strategic objectives and guidelines for
financial risk management and capital market activities. The Deputy Minister of Financeisthe chair of the DMC.
The Committee exercises its authority by delegating certain functional tasks through sub-committees such asthe
Credit Sub-Committee, ISDA Sub-Committee, Cash Forecasting Sub-Committee, Capital Strategy Sub-Committee,
and the Internal Audit Sub-Committee.

In fiscal 2003-2004, the Province borrowed $1.116 billion compared to Budget borrowing requirements of

$597.3 million, and actual requirements of $861.7 million. The Province took advantage of favourable domestic
market conditions to complete the year's borrowing needs, and to pre-borrow for the refinancing of existing debt
in the next fiscal year.

The Government announced a Debt Reduction Plan in June 2003. That plan consists of three parts:

- commit to ayearly budgetary contingency for debt reduction that must exceed the increase
in the Net Book Value of Tangible Capital Assets by the fiscal year 2007—-2008;

- create afund specifically for debt retirement; and,

- enact legislation that commits extraordinary revenues to the Province, aswell as money
from the sale of provincially owned assets, to the debt retirement fund.

The objective of the Debt Reduction Plan isto lower debt so that annual interest charges will be reduced.
Furthermore, the benefit of debt reduction will be apparent much sooner and the impact will be magnified asthe
financial world sees the Province'sfiscal position continue to improve. Ultimately, Nova Scotiawill become a
better credit risk in financial markets.

The Debt Reduction Plan isfocussed on Net Direct Debt as the financial measure of debt. In that regard, under the
balanced budgets that have been achieved for anumber of years, the excess of Tangible Capital Asset (TCA) cash
outlays over TCA amortization has been adding to the debt of the Province. To address this challenge, the
government has established a $250.0 million annual TCA allocation for capital spending. Capital spending at this
level will alow for prudent investment in much-needed capital infrastructure, have a positive impact on the province,
and still provide the foundation for debt reduction.

Structure of the Debt Portfolio

Thefollowing five profiles help describe the overall structure and risk profile of the Province's Debt Portfolio:
1) primary issuance market; 2) maturity schedule; 3) foreign currency exposure; 4) interest rate mix; and,
5) derivative counterparty exposure.

1) Primary Issuance Market

In the 2003-2004 fiscal year, the Province met its borrowing requirementsin the domestic financial market through
the following: three 30 year domestic public issues for atotal of $600.0 million; eleven domestic Medium Term
Notes (MTNSs) including nineretail structured notes totaling $250.0 million, one floating rate note for $125.0 million,
and one fixed rate debt issue for $50.0 million; and, the roll-over of a $90.6 million Canada Pension Plan issue.
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CONSOLIDATED FUND DEBT PORTFOLIO - Chart 4
Issuance Profile, 2003-2004
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The overall size of the borrowing program increased to $1.116 billion from its original forecast of $597.5 million.
Thisincrease in borrowing was due to pre-borrowing for future years, the department's funding of various crown
corporation activities, in particular the funding of $84.0 million for the Nova Scotia Municipal Finance Corporation,
and $162.0 million of debt issues called during thefiscal year. The Province pre-borrowed approximately $400.0
million for future years given the favourable domestic market conditions experienced during the fiscal year.

Chart 4, titled "Consolidated Fund Debt Portfolio-1ssuance Profile" outlines the composition of debt issued

in the 2003-2004 fiscal year.

The Province has a diversity of borrowing sources, asthisis akey factor in lower financing costs and maintaining
abroad demand for Nova Scotia debt issues. The Province maintains documentation in order to issue securitiesin
both the United States and the Japanese markets. In early 2000, the Province established a Euro Medium Term
Note (EMTN) program to provide more timely and efficient access to European institutional and retail markets.

In fiscal 2003-2004, the Province did not access international capital markets.

Certain Crown agencies of the Province of Nova Scotia have lent monies to the consolidated fund on a short-term
basis. At March 31, 2004, atotal of $76.2 million was invested by the Nova Scotia Government Fund, the Workers
Compensation Board of Nova Scotia, the Nova Scotia Gaming Corporation, the Nova Scotia Municipal Finance
Corporation, the Nova Scotia Research and Innovation Trust, and the Nova Scotia Crop and Livestock Insurance
Commission.
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CONSOLIDATED FUND DEBT PORTFOLIO - Chart 5
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2) Maturity Schedule

Chart 5, titled “Consolidated Fund Debt Portfolio - Maturity Schedule”, displays the maturity profile of the Province’s
gross debt portfolio. The Province’s currency exposures are shown prior to the effect of derivative transactions, and
callable debt is shown in the year of final maturity. Debt maturities over the next two years are $1.3 billion in both
fiscal 2004—2005 and fiscal 2005-2006 (see Schedule 18). These amounts are partially offset by drawing down the
Public Debt Retirement Fund (PDRF) and the Sinking Fund General to retire this debt.
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3) Foreign Currency Exposure

The Canadian dollar denominated debt represented the largest share of the gross debt portfolio at 83.1 per cent,
excluding Sinking Funds and Public Debt Retirement Funds, based on the face value in Canadian dollars, up from
81.9 per cent ayear earlier. Reduction inforeign currency exposure during fiscal 2003-2004 was due to improvement
in the Canadian dollar. Asthisfigureis calculated as a percentage of the gross debt portfolio, the size of the portfolio
isan aspect of theratio. At March 31, 2004, the overall size of the gross debt portfolio was approximately $712.0
million smaller than ayear earlier.

The Province of Nova Scotia's remaining foreign currency debt isentirely in US dollars. The Province established
USdollar sinking funds for all USD debt issued in the late 1980's and early 1990's. Assuch, there are significant
US dollar assets to offset gross foreign currency exposure. Thus, on anet basis, at March 31, 2004, the Province's
foreign currency exposure was only 13.1 per cent. The Nova Scotia Provincial Finance Act requiresthat the
Province maintain its foreign currency exposure at less than 20.0 per cent, and that all maturities of greater than
one year are refinanced net in Canadian dollars.

In fiscal 2003-2004, the value of the Canadian dollar improved against the US dollar, on ayear-over-year basis,
to $1.3105 CAD/USD from $1.4693 ayear earlier, to the benefit of the Province.

4) Interest Rate Mix

The debt portfolio's exposure to floating interest rates rose slightly over the past year to 21.1 per cent for the fiscal
year ended March 31, 2004. The Province includes debt maturing in under one year asfloating interest rate debt.
Thislevel isat thelow end of the Province's floating rate exposure policy, which has afloating rate exposure in the
range of 15.0 to 35.0 per cent of debt outstanding. With 78.9 per cent of the total principal in fixed rate form,

there will be stability in debt servicing costsin future years.
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CONSOLIDATED FUND DEBT PORTFOLIO - Chart 6
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5) Derivative Counterparty Exposure

The Provinceis currently party to approximately $4.7 billion notional face value of derivative transactions. The
Province's credit policy statesthat it only executes derivative transactions with well rated counterparties. As per this
policy, al counterparties are rated equal to or better than the Province. The Liability Management Division actively
manages credit risks of the derivative portfolio. All counterparty exposure and limits are reviewed by the Credit
Sub-Committee of the Debt Management Committee. Chart 6, titled "Consolidated Fund Debt Portfolio - Derivative
Counterpart Rating" displays the percentage exposure with counterparties of variousratings. When a counterpart
has a split rating, the Province uses the lowest among the ratings.

B37



Sinking and Public Debt Retirement Funds - Chart 7

Investments by Type of Issuer
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Structure of Sinking Funds and Public Debt Retirement Fund

At March 31, 2002, Sinking Funds that were held for Canada Pension Plan and Medium Term Notes (MTN's) were
moved to the "Sinking Fund Genera". Sinking Funds, totaling $696.8 million, that were held for public issues without
asinking fund bond covenant, as of March 31, 2003, were also moved to the "Sinking Fund General". These monies
are available at the discretion of the Minister of Finance to retire maturing debt issues.

At March 31, 2004, the estimated book value of the Sinking Funds was $2.026 billion and the Public Debt
Retirement Funds (PDRF) was $946.0 million (see Schedule 19). The policy objectives of the Sinking Fund

and the PDRF are to manage interest rate and currency exposure, manage short-term liquidity, and assist in the
refunding of maturing debt, while at the same time providing along-term investment return to the Province.

The assets of the Sinking Fund and PDRF are invested in high quality investments subject to approval by the Credit
Sub-Committee of the Debt Management Committee. All assetswere invested in either federal or provincial debt
obligations, or corporate holdingswith an AA rating. There are no debenture holdings of Canadian Chartered Banks.
The PDRF istypically invested in Government of Canada and provincial bonds other than those of the Province of
NovaScotia. At March 31, 2004, the PDRF held no Nova Scotiabonds. Cash and equivalentsin the Sinking Fund
and PDRF are 10.7 per cent of total assets. Chart 7, titled " Sinking and Public Debt Retirement Funds - Investment

by Type of Issuer” details the breakdown of investments held by the Sinking Funds and the PDRF.
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DEBT SERVICING COSTS - Schedule 15
Sensitivity Analysis

Changein
Debt Servicing Costs
Change in Financial Market Variables (Cdn $ millions)
1% change in Canada - 3 Month Treasury Bill 14.7
1% change in US - 3 Month Treasury Bill 15
1 Canadian cent change per 1 US dollar 1.1

Debt Servicing Costs - Sensitivity Analysis

Actual debt servicing costs will vary from estimated amounts due to the dependence of debt servicing costs on certain
financial market variables and changesin the amount borrowed. Assumed levelsfor financial market variables are
listed in Schedule 16. The sensitivity of debt servicing costs estimates for the key variablesis noted in Schedule 15.

Sensitivities show how much debt servicing costs would change if a variable changed from an assumed level for
afull year. For example, if the Canadian dollar was 1 cent stronger relative to the assumed level of $1.3500 for the
entire period from April 1, 2004 to March 31, 2005, then debt servicing costs would decrease by $1.1 million, if all
other factors held constant.
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INTEREST RATE and FOREIGN EXCHANGE
RATE ASSUMPTIONS

ESTIMATE
2003-2004

Foreign Exchange
Rates

United States Dollar

CAD/USD
USD/CALC

10-Year Government
Rates

Canada
3-Month Treasury
Bill Rates

Canada
United States

1.5500
0.6452

5.55%

3.30%
1.80%

AVERAGE
2003-2004
Actual

1.3531
0.7390

4.70%

2.69%
0.96%

Assumptions

Schedule 16

ACTUAL
31-Mar-2004

1.3105
0.7631

4.32%

1.98%
0.94%

ESTIMATE
2004-2005

1.3500
0.7407

4.75%

2.65%
1.90%

ESTIMATE
2005-2006

1.3500
0.7407

5.00%

3.50%
3.00%

ESTIMATE
2006-2007

1.3500
0.7407

5.25%

4.10%
3.75%

All assumptions are shown as average levels for the relevant fiscal year.

Interest Rate and Foreign Exchange Rate Assumptions

The interest rate and foreign exchange rate assumptions used to estimate Debt Servicing

Costsin fiscal are shown in the column "Estimate, 2004-2005" in Schedule 15, which aso shows
the assumptions used to estimate debt servicing costs in fiscal 2003-2004 and the actual levels
achieved in that fiscal year. The column "Average, 2003-2004, Actual" shows the average

actual level for the period from April 1, 2003 to March 31, 2004. The column "Actual,
31-Mar-2004" shows the actual level at 12:00 p.m. on March 31, 2004.
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PROJECTED DEBT SERVICING COSTS
($ millions)

Schedule 17

ESTIMATE FORECAST ESTIMATE ESTIMATE ESTIMATE ESTIMATE
2003-2004 2003-2004 2004-2005 2005-2006 2006-2007 2007-2008
Gross Debt Servicing Costs 1,062.3 1,053.7 1,007.1 1,053.7 1,050.3 1,054.1
Less: Sinking Fund Earnings (169.5) (186.3) (129.3) (117.2) (96.5) (85.7)
Net Debt Servicing Costs 892.8 867.5 877.8 936.5 953.8 968.4
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PROJECTED BORROWING REQUIREMENTS

($ millions)

Government Operations

Net Capital Advances

Net Tangible Capital Assets
Non-Budgetary Transactions

Cash Operating Requirements

Debt Retirement

Public Debt Retirement
Fund Income (1)
Public Debt Retirement
Fund Withdrawals

Net PDRF Requirements

Sinking Fund Instalments (2)
Sinking Fund Income (1)
Sinking Fund Withdrawals

Net Sinking Fund
Requirements

Total Requirements

Change in Short-Term
Borrowing
(Increase)/Decrease

Year-to-Date Borrowing

Total Borrowing
Requirements

Term Debt Borrowing (Proceeds):

CPP
Domestic Syndicated
Floating Rate Notes

Medium Term Notes - Other

Structured Retail

Total - Term Debt Borrowing

Schedule 18

ESTIMATE FORECAST ESTIMATE ESTIMATE ESTIMATE ESTIMATE
2003-2004 2003-2004 2004-2005 2005-2006 2006-2007 2007-2008
(2.8) (14.5) (2.1)
77.9 32.4 69.1 70.0 70.0 70.0
120.8 148.1 131.8 116.8 101.8 86.8
(132.0) (110.0) (138.6) (165.5) (197.7) (222.8)
63.9 56.0 60.2 21.3 (25.9) (66.0)
1,113.5 1,277.4 1,297.9 1,300.3 1,125.3 614.4
47.2 42.2 20.0 9.1
(492.4) (500.0) (500.0) (475.1)
(445.2) (457.8) (480.0) (466.0)
63.0 60.6 71.5 72.4 73.1 73.6
122.3 144.1 115.2 108.1 99.0 85.7
(320.0) (218.6) (325.0) (375.0) (250.0)
(134.7) (13.9) (138.3) (194.5) (77.9) 159.3
597.5 861.7 739.8 661.1 1,021.5 707.7
(165.0) 253.9 (400.0)
(110.0)
432.5 1,115.6 229.8 661.1 1,021.5 707.7

90.6

600.0

125.0

50.0

250.0

1,115.6

(1) - Sinking Fund and Public Debt Retirement Fund income is included in the calculation of the provincial (surplus)/deficit
but retained in the funds and therefore is not available for consolidated fund operating activities. Thus, it is shown as
a borrowing requirement.
(2) - Sinking funds are required to be maintained for certain debt issues in accordance with debenture covenants. Public

Debt Retirement Funds are designed to help manage short-term liquidity and pre-funding.
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PROJECTED GROSS and NET DEBT

Schedule 19

($ millions)
ACTUAL FORECAST ESTIMATE ESTIMATE ESTIMATE ESTIMATE

2002-2003 2003-2004 2004-2005 2005-2006 2006-2007 2007-2008
Gross Debt
Opening Balance 14,474.3 14,198.6 13,487.3 13,002.7 12,363.5 12,259.7
Borrowing Program 932.0 1,115.6 339.8 661.1 1,021.5 707.7
Debt Retirement (1,350.8) (1,277.4) (1,297.9) (1,300.3) (1,125.3) (614.4)
Foreign Exchange (Gain)/Loss (41.9) (295.5) 73.5
Change in Other Unfunded Debt 185.0 (254.0) 400.0
Closing Balance 14,198.6 13,487.3 13,002.7 12,363.5 12,259.7 12,353.0
Less: Public Debt

Retirement Funds

Opening Balance 1,794.8 1,403.8 946.0 466.0
Earnings 55.0 42.2 20.0 9.1
Debt Retirement (446.0) (500.0) (500.0) (475.1)
Closing Balance 1,403.8 946.0 466.0
Less: Sinking Funds
Opening Balance 2,171.0 2,042.7 2,026.4 1,888.1 1,693.6 1,615.7
Instalments 239.1 60.6 71.5 72.4 73.1 73.6
Earnings 137.6 144.1 115.2 108.1 99.0 85.7
Debt Retirement (505.0) (221.0) (325.0) (375.0) (250.0)
Closing Balance 2,042.7 2,026.4 1,888.1 1,693.6 1,615.7 1,775.0
Net Debt 10,752.1 10,514.9 10,648.6 10,669.9 10,644.0 10,578.0

Gross Debt includes outstanding debentures, short-term promissory notes net of related investments,
debt associated with hospitals and public schools, and debt assumed for Teachers' Pension Fund,
less on-lending to the Nova Scotia Municipal Finance Corporation.
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PROJECTED CONSOLIDATED STATEMENT

of NET DIRECT DEBT
($ millions)

Schedule 20

ACTUAL FORECAST ESTIMATE ESTIMATE ESTIMATE ESTIMATE
2002-2003 2003-2004 2004-2005 2005-2006 2006-2007 2007-2008
Opening Balance 12,128.0 12,205.9 12,339.5 12,459.2 12,545.0 12,590.8
Add (Deduct):
Provincial (Surplus) Deficit (31.6) (14.5) (2.1) - - -
Debt Retirement Plan (10.0) (31.0) (56.0) (106.0)
Increase (Decrease) in the 109.4 148.1 131.8 116.8 101.8 86.8
Net Book Value of
Tangible Capital
Assets
Increase (Decrease) in 0.3 - - -
Inventories of Supplies
Increase (Decrease) in (0.2) - - -
Prepaid Expenses
Increase (Decrease) in 77.9 133.6 119.7 85.8 45.8 (19.2)
Net Direct Debt
Closing Balance 12,205.9 12,339.5 12,459.2 12,545.0 12,590.8 12,571.6

Net Direct Debt

Net Direct Debt is the accumulated Provincial (Surpluses) Deficits plus the change in the Net Book Value
of Tangible Capital Assets.
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