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Highlights

◆ Budget ’99 strikes the right balance:

◆ Access to health services will be improved.
◆ The quality and performance of our basic and post-secondary education

systems will be strengthened.
◆ Taxes will be reduced.  We will leave more money in the hands of

individual Albertans.
◆ The sound financial management that Albertans expect will continue.

◆ The budget will be balanced in each year of the fiscal plan.

◆ The net debt is expected to be eliminated by March 31, 2000 through a final net
debt payment of $463 million in 1999-2000.

◆ An economic cushion has been set aside each year, as required by the Fiscal
Responsibility Act.  If the economic cushion is not required to protect against a
deficit, up to 25% of the cushion can be allocated during the year to priority
initiatives.

◆ Good, solid economic growth of 2.4% is expected in 1999, creating 29,000
new jobs for Albertans.  Oil prices are expected to average US$13.50 per barrel
for 1999-2000.  Natural gas prices are forecast at Cdn$2.02 per mcf.

◆ Revenue is budgeted to increase by only 1.6% in 1999-2000.  Revenue growth
is expected to strengthen to 2.6% in 2000-01 and then 5.2% in 2001-02, as the
economy picks up strength.

◆ Total expense will increase by 2.2% in 1999-2000, 2.5% in 2000-01 and 3.0%
in 2001-02.  Declining debt servicing costs will fund part of the increase in
program spending.

◆ Program spending will increase by 4.4% in 1999-2000, reflecting Premier
Klein’s commitment to match new federal dollars for health.  It will increase by
a further 3.3% in 2000-01 and 3.4% in 2001-02.

◆ Over the next three years, nearly $2 billion in new funding will be directed to
Albertans’ priorities, including:

◆ $935 million to Health
◆ $568 million to Education
◆ $209 million to Advanced Education and Career Development
◆ $160 million to Family and Social Services
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The Right Balance

A Debt-Free Alberta - A Fiscal Framework for the 21st Century
◆ No deficits.
◆ Prudent budgeting will continue.  An economic cushion equal to at least 3½% of revenue must be set

aside to protect against revenue weakness and the costs of public emergencies or disasters.
◆ Net debt is expected to be eliminated by March 31, 2000.  Alberta will no longer owe more than it

owns.
◆ The new Fiscal Responsibility Act requires the remaining $13.5 billion of accumulated debt to be paid

off in no more than 25 years.  Five-year milestones for debt repayment must be met.
◆ Legislated controls on in-year spending increases.  No more than 25% of the economic cushion and

any in-year revenue increases can be committed to spending increases.  The other 75% must go to debt
repayment.

 A New Simple and Fair Tax System for Albertans
◆ A new personal income tax system will be phased in over the next three years.  The ‘temporary deficit

elimination’ surtax and flat tax will be eliminated.  When the tax plan is fully implemented in 2002:
◆ Albertans will save $600 million a year in taxes.
◆ Personal and spousal exemptions will be increased to $11,620 and be fully indexed to protect

against inflation.
◆ Remaining income will be taxed at 11%.
◆ 78,000 lower-income Albertans will have their Alberta income taxes cut to zero.

◆ The tax cuts will be phased-in:
◆ July 1, 1999 – Alberta will match the federal increases in personal and spousal exemptions.
◆ July 1, 2000 – the 8% surtax will be cut in half to 4%.
◆ July 1, 2001 – the surtax will be eliminated.
◆ January 1, 2002 – the implementation of the new income tax system will mean the end of the

‘deficit elimination’ flat tax.
◆ Implementation of the tax plan will be delayed if revenue falls from current projections, but could be

moved forward if revenues are much better than expected.

 Improved Access to Health Services
◆ Health spending will increase by $386 million, or 8.7%, in 1999-2000.  Alberta will match the new

federal health dollars.
◆ By 2001-02, spending on health will be $5.4 billion, 21% higher than it is today.
◆ The priority for the new funding will be improved access to essential health services.  Funding will

increase capacity for emergency care, critical surgery procedures, long-term care and home care.

 A Quality Education for Albertans
◆ Total basic education spending increases by 7.1% in 1999-2000 and 19% by 2001-02.  A continued

focus on performance with a new program that rewards improved student results.
◆ Advanced education spending increases by 7.7% in 1999-2000 and 17% by 2001-02.

This will help fund 23,000 new spaces for post-secondary students by 2005.



Accountability Statement

The government's Fiscal and Business Plan for the three years commencing
April 1, 1999 was prepared under my direction in accordance with the
Government Accountability Act and the government's accounting policies.
All of the government's policy decisions as at February 26, 1999 with material
economic or fiscal implications have been considered in preparing the Fiscal and
Business Plan.

The government is committed to achieving the planned results laid out in the
Fiscal and Business Plan.

[original signed]

Stockwell Day
Provincial Treasurer
Chairman of Treasury Board
March 1, 1999
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The Right Balance
Albertans have an affordable, effective and accountable government.  Our fiscal
house has been put in order.  Deficits have been eliminated and debt is being
repaid.  Government operations have been streamlined.  Innovative, cost-effective
approaches to the delivery of services have been implemented.  Business plans are
focusing actions on Albertans' key priorities.  Performance is measured and
reported to Albertans.

Budget ’99 builds on these strengths.  Dollars will be directed to where they are
needed most.  Lower debt charges will provide additional flexibility to improve
services, reduce taxes and strengthen our economic advantages.  In Budget ’99:

◆ Access to health services will be improved.
◆ The quality and performance of our basic and post-secondary education systems

will be strengthened.
◆ Taxes will be reduced.  More money will be left in the hands of individual

Albertans.
◆ The sound financial management that Albertans expect will continue.  Budgets

will be balanced and debt will be repaid.

Budget ’99 balances the requirements of quality services, a strong economy, and a
healthy environment with the commitment to fiscal responsibility.  The initiatives
contained in this year's budget are affordable now and over the longer term.
Budget ’99 strikes the right balance in meeting Albertans’ priorities.

As we enter the new millennium, Albertans can be confident.  Confident their
government will continue to listen to Albertans, address their priorities and be
fiscally responsible.  Confident Alberta’s economy will continue to grow and
prosper.  Confident their children will have a bright future in the province that is the
envy of the rest of Canada.

Listening To Albertans

In 1993, the government made a commitment to listen to Albertans and act on their
advice.  Over the last six years, Albertans have had an unprecedented opportunity
to help shape government policy.  They have told us what needed to be done on
deficits, debt, reinvestment, growth pressures, taxes, gaming policy, education,
justice programs and a variety of other issues.

The Talk it Up. Talk it Out. survey on debt, taxes, spending and saving for the
future continued this commitment.  Nearly 80,000 Albertans gave us their advice on
key priorities for the future.  The results of this survey helped set the 1999-2002
fiscal plan.

The government continues to seek the advice of Albertans.  The Health Summit
that took place at the end of February will help provide direction for future health
policies.  A roundtable on climate change will be held this spring.  A children’s
forum is planned for the fall.  A seniors’ summit will be held in late 1999.

"To build this budget,
we asked Albertans
what was most
important to them.
And then we found a
way to do those
important things
without going into
debt."

- Stockwell Day
Provincial
Treasurer

"Striking the right
balance won't be easy.
But I know we will do it.
Albertans led the rest of
Canada in dealing with
deficits and debt.  We
can lead the way again
in getting our people
ready for the next
century."

-Premier Ralph Klein
Televised Address
February 1999
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A Fiscal Framework for the 21st Century

Albertans have consistently said they want a fiscally responsible government.  Their
government must live within its means.  Budgets must be balanced and debt repaid.
Improvements in services must not be at the cost of future deficits and debt.  Tax
reductions must not endanger health and education programs.  These principles
have formed the fiscal framework for government action over the last six years.
They will continue to guide the government as we enter the 21st century.

The fiscal framework has been set in legislation – first in the Deficit Elimination Act
in 1993, then in the Balanced Budget and Debt Retirement Act in 1995, and now in
the new Fiscal Responsibility Act.  This legislation plays an important role in
ensuring that the government’s fiscal plan stays on track.  The standards of fiscal
responsibility and accountability are clear to both Albertans and their elected
representatives.

Climbing Out of Debt

In 1999-2000, the government will balance the budget and make a payment to
reduce debt for the sixth consecutive year.  The 1999-2000 budgeted debt payment
will eliminate the province's net debt.  For the first time in nearly a decade our
financial assets will exceed our liabilities.  This is an important milestone in our
efforts to restore Alberta’s fiscal strength – a milestone that we promised to achieve
in the Balanced Budget and Debt Retirement Act.

The benefits of applying windfall revenues to debt are clear.  We will have repaid
$8.3 billion of debt by the end of the budget year.  As a result, over $650 million,
previously required to pay interest on that debt, has been freed up for improved
services and reduced taxes for Albertans.  These savings are almost as large as the
increase in revenue over the last five years.  Put into perspective:

For every dollar made available to address Albertans' priorities because of
higher revenue over the last five years, nearly another dollar has been made
available because of lower debt servicing costs.

Revenue Increase and Savings from Lower Debt Servicing Costs
(millions of dollars)

Additional Money
1994-95 1999-2000 Redirected to
Actual Estimate Albertans' Priorities

Revenue 16,181 16,888    707
Debt servicing costs    1,746    1,089    657

"We got that
instruction from
Albertans, and we
hear it everywhere we
go:  stay the course,
keep putting money
down on the debt."

- Stockwell Day
Provincial
Treasurer
February 23, 1999
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Given the variability of government revenue, reducing debt servicing costs is a very
important way to ensure priority programs remain affordable over the long term.

Albertans can be proud of the progress made in climbing out of debt.  However,
only about 40% of the debt accumulated to finance government overspending from
1985-86 to 1993-94 will have been repaid by the end of 1999-2000.  The province
will still be paying nearly $1.1 billion in debt servicing costs on the remaining
$13.5 billion of accumulated debt.  The job will not be done until all of the
borrowing is repaid.

Climbing out of debt

$13.5 billion
of accumulated
debt to be paid
back after net
debt is gone

$8.3 billion of net debt
will be paid back by
March 31, 2000

net debt to be
eliminated by
March 31, 2000

Fiscal Responsibility Act

Legislation has been introduced to deal with the remaining accumulated debt.  The
new Fiscal Responsibility Act sets out a legislated schedule to eliminate the rest of
the accumulated debt in no more than 25 years.  There are debt repayment
milestones that must be met every five years.

This Act, in combination with the Government Accountability Act, also sets out the
fiscal principles by which the government will operate in the 21st century.  The
basic principles are unchanged:

◆ Deficits are forbidden.  The budget must be balanced every year.
◆ Debt must be paid back.
◆ Budgets must be based on prudent revenue forecasts.
◆ Spending must be based on what can be afforded over the longer term, not just

during peaks in revenue cycles.
◆ The government must be open and accountable to Albertans.
◆ Three-year business plans and performance measurement are required.

A new legislated plan
to pay off the
remaining
accumulated debt in
no more than 25
years.
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 Fiscal Responsibility Act

◆ Deficits are forbidden.  The budget must be balanced every year.

◆ The accumulated debt must be paid off in no more than 25 years, starting
when the net debt is eliminated.  It is expected that net debt will be
eliminated by March 31, 2000.  The accumulated debt is forecast to be
$13.5 billion on that date.

◆ Five-year milestones for debt repayment must be met.  Assuming
accumulated debt repayment starts in 2000-01, the legislated debt milestones
will be:

Accumulated debt on March 31, 2000 $13.5 billion

Legislated five-year milestones:

March 31, 2005 $11.8 billion
March 31, 2010 $9.5 billion
March 31, 2015 $6.8 billion
March 31, 2020 $3.4 billion
March 31, 2025 0

◆ Prudent budgeting is the law.  An economic cushion equal to at least 3½%
of revenue must be set aside in the budget to protect against revenue
weakness and the costs of public emergencies or disasters.

◆ The government must budget for a debt payment every year.  At least 75%
of the economic cushion must be allocated to pay down debt or other
liabilities or increase financial assets at year end.  In years when revenue
exceeds the budget estimate, at least 75% of the increase must also be
allocated to debt repayment or other improvements in the province’s net
worth.

◆ Controls on in-year spending increases are legislated.  No more than 25% of
the economic cushion and any revenue increases over budget may be
committed to in-year spending increases or revenue reduction initiatives.
This new limit on unbudgeted spending during the year increases the
importance of good three-year business planning to ensure all essential
funding is adequately provided for in the budget.

An Economic Cushion to Protect Against Uncertain Revenue

All governments face uncertainty when they prepare their budgets.  Their revenues
can fall during the year due to changing economic conditions.  Floods, forest fires,
droughts and other emergencies can add costs that were not anticipated in the
budget.  In Alberta, at least on the revenue side, the risks are greater than for other
Canadian governments.

Revenue Variability – Alberta has been described as having one of the most
volatile economies in North America.  We are vulnerable to swings in commodity
prices and changes in the North American and world economies.  While the
economy has become more diversified over the last decade, unexpected changes,
especially in energy prices, continue to have a significant effect on government
revenues.  Alberta’s revenue has varied, and will continue to vary, considerably
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Overestimating revenue is a recipe for disaster in Alberta.  It resulted in $21 billion
of debt being accumulated from 1985-86 to 1993-94.  A debt that Albertans are still
repaying.  It is critical for the government and Albertans to maintain a longer-term
perspective on what is affordable.  What appears to be affordable one year may not
be the next.

The events of the last year clearly demonstrate why Alberta needs to be prudent in
its budgeting.  As a result of weaker world economic growth and low oil prices,
provincial government revenue declined from $17.8 billion in 1997-98 to
$16.6 billion in 1998-99 – a decline of $1.2 billion or 7%.  If 1998-99 spending had
been based on 1997-98 revenue, we would have had a $1.2 billion deficit.

Annual Percentage Change in Revenue

90-91 91-92 92-93 93-94 94-95 95-96 96-97 97-98 98-99
-10

-5

0

5

10

15

(per cent)

"A legislatively-
mandated revenue
cushion provides
additional comfort to
withstand price
volatility in the
energy sector and
possible revenue
downturns."

- Moody's Investors
Service
September 1998

from year to year.  During the 1990s, revenue grew by an average of 7% in six of
the nine years.  However, in the other three years, it declined by an average of
4.5%.

Protection Against Uncertain Revenue – Revenue cushions were required in the
Deficit Elimination Act and the Balanced Budget and Debt Retirement Act to help
protect against revenue variability.  They ensured that spending was not based on
overly optimistic revenue forecasts and provided insurance against in-year revenue
declines.  Since first introduced in Alberta, similar concepts have been adopted by a
number of other governments in Canada.

However, the complicated calculation formula and method of presentation of the
revenue cushion made it difficult for the public to understand what the ‘real’
forecast of government revenue was and what debt payment was really expected at
year end.  Also, due to the way the cushion was determined, its size varied
considerably over the last few years.  It ranged from about 4% of revenue in
1996-97 and 1997-98 to only 2.7% in 1995-96 and 1998-99.

In the Fiscal Responsibility Act, steps have been taken to simplify both the
calculation and presentation of the cushion.  The new Act requires the government
to establish an ‘economic cushion’ which is equal to at least 3½% of forecast
revenue.  In other words, total budgeted spending must be at least 3½% lower than
the revenue forecast in the budget.  The cushion is designed to provide insurance
against both revenue weakness and costs of public emergencies or disasters.  The
new economic cushion is the bottom line of the fiscal plan.
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Fiscal Plan, 1999-2002

The budget will be balanced in each year of the fiscal plan.  An economic cushion
has been set aside each year, as required by the Fiscal Responsibility Act.

In 1999-2000, the economic cushion will be $617 million, slightly larger than the
3½% minimum required.  The economic cushion is also larger than the 3½%
minimum in 2000-01 and 2001-02.  This leaves some flexibility in the following
two years to address possible changes in the economic outlook and to handle
additional spending requirements that could arise.  Whether the 2000-01 and
2001-02 economic cushions remain larger than the 3½% minimum will be
determined in future budgets.

If the economic cushion is not required to protect against a deficit, at least 75% of
the cushion will be used to make a debt payment at year end, as required by the
Fiscal Responsibility Act.  The remaining 25% is being held in a contingency
reserve that can be allocated during the year to priority initiatives.  If revenue is
higher than budgeted, this additional revenue will also be allocated at least 75% to
debt and up to 25% for in-year initiatives.

Fiscal Summary
(millions of dollars)

1999-2000 2000-01 2001-02
Estimate Target Target

Revenue  16,888 17,334 18,230
Spendinga  16,271 16,667 17,153

Economic cushion  617  667  1,077

Planned allocation of economic cushion
Debt payment  463  455  479
Contingency reserve  154  212  598

a  Includes net increase in capital assets.
b  Minimum required debt payment based on current revenue forecast.

In 1999-2000, the targeted debt payment of $463 million will be sufficient to
eliminate the province’s net debt.  A conservative approach has been taken in
projecting the debt repayment in the following two years.  It is assumed that only
75% of the minimum 3½% cushion required by law will be realized for debt
reduction, not 75% of the larger cushions currently projected.  This results in the
revenue available for debt payments totalling $455 million in 2000-01 and
$479 million in 2001-02.  These debt payments will be used to begin paying back
the remaining $13.5 billion of accumulated debt.

The budget will be
balanced in each year
of the fiscal plan.

At least 75% of the
economic cushion, if
realized, will go to
pay down debt.
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The change in the province’s net financial position will be equal to the debt
payment.  However, the excess revenue allocated to debt reduction does not
automatically reduce accumulated debt by the same amount.  Since the government
is on an accrual basis of accounting, the excess revenue must be adjusted to reflect
actual cash available for accumulated debt repayment.  Changes in assets or other
liabilities may either generate extra cash for debt repayment or use some of the
available cash.

After making these adjustments, it is projected that accumulated debt will be
reduced by nearly $1 billion over the next three years – $480 million in 1999-2000,
$275 million in 2000-01 and $232 million in 2001-02.

A more detailed explanation of the Fiscal Responsibility Act and the accumulated
debt repayment schedule is included in the chapter A Plan For a Debt-Free
Alberta.

The Alberta Tax Advantage –
A New Fair and Simple Tax System

Alberta is a recognized leader in improving government fiscal responsibility and
accountability.  Alberta is also well-known for having the lowest taxes in Canada.
These are key components of the Alberta Advantage – an advantage that attracts
investment to the province, creates new jobs for Albertans and leaves more money
in Albertans’ pockets to spend on their own priorities.

Since 1993, selective tax changes have been made, when affordable, to improve
Alberta’s tax advantage.  Changes have focused on three areas:

◆ reducing personal income taxes, particularly for low-income working
families  – The Alberta Family Employment Tax Credit was introduced in 1997
and doubled in 1998.  About 160,000 low and middle income working families
with children receive credits of up to $1,000 a year.  In 1998, the basic
provincial income tax rate was reduced by 1.5 percentage points, cutting taxes
for all Alberta taxpayers.

◆ reducing provincial education property tax rates – The average provincial
education property tax rate on residential and farm properties has been reduced
by 9% since 1993 and the average tax rate on business properties by 7%.  These
rates will be unchanged in 1999 at $6.95 per thousand dollars of equalized
assessment for residential and farm properties and $10.20 for business
properties.

◆ reducing selected business taxes – The education property tax on machinery
and equipment was completely phased out from 1996 to 1998.  Aviation and
railway fuel taxes have also been reduced.

Accumulated debt to
be reduced by nearly
$1 billion over the
next three years.

"The level of tax
placed on the
population reflects
the level of
compassion that
government has for
working people."

- Stockwell Day
Provincial
Treasurer
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A New Tax Plan For Albertans

With fiscal responsibility restored, budgets balanced and net debt almost completely
eliminated, the province is now in the position to implement a fundamental reform
of provincial personal income taxes.

Last year, the government appointed the Alberta Tax Review Committee to
undertake a review of Alberta's personal income tax system.  In October 1998, the
Committee released its final report and recommendations.  Based on these
recommendations, a tax plan has been developed that will mean lower taxes for all
Alberta taxpayers.

The tax changes will be phased in over the next three years.  When fully
implemented in 2002, Alberta’s personal income tax system will be:

◆ simple
◆ there will be only one tax rate of 11%

      ◆ the provincial tax rate will be based on taxable income rather than basic
federal tax

◆ there will still be only one tax return to fill out and the federal government
will continue to collect taxes for Alberta.

◆ fair
◆ personal and spousal exemptions will be increased to $11,620, providing

significant benefits to lower income Albertans
◆ the tax system will be fully indexed to inflation

      ◆ there will be a more equitable approach to taxation of single and two
income families.

Full implementation of these reforms on January 1, 2002 will result in:

◆ 78,000 fewer low income Albertans paying provincial income taxes
◆ elimination of the ‘temporary deficit elimination’ flat tax and surtax
◆ a $600 million tax cut for Albertans.

Alberta’s tax reforms will set the standard for the rest of the country.  Alberta’s
position as the lowest taxed province will be reinforced.

Further details of the planned tax changes are included in the chapter, A New Tax
Plan For Albertans.

"[this government]
will chart an
innovative, new
course, ensuring that
Albertans' taxes
remain the lowest in
Canada."

- Speech from the
Throne
February 16, 1999

A new, simple and fair
tax system to be
phased in over the
next three years.

78,000 low income
Albertans removed
from provincial tax
rolls by 2002.
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The Benefits and Costs of the Tax Plan

The tax plan is an essential part of our efforts to enhance Alberta’s long-term
economic competitiveness.  It will attract people and investment to Alberta.  And
Albertans will be encouraged to work and invest since they will be able to retain
more of the money they earn.

Stronger economic growth is a major benefit of lower taxes.  Based on an analysis
of the economic impacts of the Alberta Tax Review Committee proposal, the new
tax plan should result in Alberta’s real GDP being about 1% larger and employment
about 20,000 higher, five years after full implementation.  See the appendix titled
Economic Impacts of the Alberta Tax Review Committee Proposal for more details.

The increased government revenue generated by a stronger economy will offset
some of the costs of the tax plan.  It is forecast that the net cost to government
revenue will be $50 million in 1999-2000, $95 million in 2000-01, $238 million in
2001-02, and $480 million in 2002-03.

Tax Changes
(millions of dollars)

1999-2000    2000-01  2001-02  2002-03

Tax benefit to Albertans          55         115       273       600
Economic offseta            5           20         35       120
Impact on government revenue          50           95       238       480

a economic offset will increase to the equivalent of about $240 million by 2007-08.

Timetable for Tax Changes

The tax plan will proceed on a deliberate, step-by-step basis.  Each step will be
taken only if it is affordable and does not endanger priority health and education
programs or our debt repayment plan.  Based on current revenue forecasts, the tax
plan is affordable.  The planned tax cuts will be delayed if government revenue in
future years is lower than currently forecast in the 1999-2002 fiscal plan.

◆ On July 1, 1999, Alberta will match the federal increase in personal and spousal
exemptions.

◆ On July 1, 2000, the 8% surtax will be cut in half to 4%.  For this step to
proceed, the estimate of 2000-01 government revenue in Budget 2000 must not
be lower than forecast in the current fiscal plan.

◆ On July 1, 2001, the surtax will be eliminated.  For this stage to proceed
the estimate of 2001-02 government revenue in Budget 2001 must not be lower
than forecast in the current fiscal plan.

". . . the best overall
tax policy for Alberta
is to provide a low
rate, broad based tax
environment . . . we
strongly believe that
low taxes benefit not
only individual
Albertans but also
strengthen Alberta's
competitive position
and encourage
investment, growth
and jobs in the
province."

- Alberta Tax
Review Committee

Each step in the tax
plan will proceed only
if it is affordable.
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◆ On January 1, 2002, the new tax system will be implemented and the ‘deficit
elimination’ flat tax will end.  For full implementation to proceed, the estimate
of 2001-02 government revenue in Budget 2001 must not be lower than
forecast in the current fiscal plan and the revenue forecast for 2002-03 must
confirm that the plan is affordable in that year.

If revenues are much better than expected, the province may move the tax plan
forward.

Albertans Will Continue To Pay The Lowest Taxes

These tax changes will help maintain Alberta as the province with the lowest
overall tax burden in Canada.  Alberta will remain the only province with no
provincial sales tax.  Alberta families will continue to pay less in provincial taxes
and health care premiums than families in other provinces.

◆ A one-income family with two children earning $30,000 will pay over 45%
less in combined provincial taxes and health care insurance premiums in 1999
than they would in other provinces.  When the tax plan is fully implemented in
2002, this family’s refundable Alberta Family Employment Tax Credit will
exceed their Alberta income tax payable by $428.

◆ A two-income family earning $55,000 will pay about 34% less in combined
provincial taxes and health care insurance premiums in 1999 than they would in
other provinces.  By 2002,  this family will pay 18% less in Alberta provincial
income taxes than they did in 1996.

◆ A two-income family earning $100,000 will pay about 35% less in combined
provincial taxes and health care insurance premiums in 1999 than they would in
other provinces.  By 2002 , this family will pay 9% less in Alberta provincial
income taxes than they did in 1996.
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1997-98 1998-99 1999-00 2000-01 2001-02
Actual Forecast Estimate Target Target

Taxes 8,156 8,540 8,444 8,887 9,332
Resource Revenue 3,778 2,264 2,416 2,501 2,880
Transfers from Government of Canada 1,180 1,335 1,657 1,594 1,641
Investment Income 1,744 1,534 1,383 1,326 1,262
Other 2,996 2,955 2,988 3,026 3,115

Total Revenue 17,854 16,628 16,888 17,334 18,230

% change in revenue                                  (6.9) 1.6 2.6 5.2

Economic Outlook

After an exceptionally strong performance in 1997, Alberta was hit in 1998 by a
twelve-year low in oil prices and sharp declines in many commodity prices,
particularly in agriculture.  Nonetheless, the province posted solid growth of 3.1%
in 1998.  This was largely due to an increasingly diversified economy, including
strong growth in construction, transportation, business services and high-tech
industries.  Alberta continued to lead the country in employment growth, with
57,000 new jobs created.

The 1999-2002 revenue forecast is based on economic growth slowing in 1999 to
2.4% but then improving in the following two years to 3.5% and 4.2%.  This takes
into account the economic benefit from the planned tax reductions.  The outlook
assumes North America will avoid a serious economic slowdown and that there
will be a gradual recovery in global markets over the medium term.

Resource Revenue

Since 1986-87, resource revenue has ranged between $2 billion and $4 billion a
year.  It is the most volatile provincial revenue.  Changes in global markets, world
political events, weather conditions and exchange rates can cause the outlook for
this revenue source to change quickly.

Revenue Outlook

In 1999-2000, revenue is expected to increase by only 1.6%.  This reflects the tax
changes, slower economic growth, weak oil prices, and one-time prior year
adjustments included in 1998-99 revenue.  In the following two years, revenue,
after the planned tax changes, is expected to increase by 2.6% and 5.2%.  The
revenue forecast contains both upside potential and downside risks.  The required
3½% economic cushion provides insurance that the downside risks will not result in
a deficit.

Revenue
(millions of dollars)

Revenue forecast to
increase by 1.6% in
1999-2000.

"Alberta is a lot more
stable place than it
was 10 years ago and
that is why the
economy has done so
well in the face of
commodity price
shocks.  A major
reason for that is that
Alberta's
diversification
strategies have
worked."

- Ted Chambers,
Western Centre for
Economic
Research
February 26, 1999
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Reflecting the weakness in Asian markets, resource revenue declined by 40%, or
$1.5 billion, to $2.3 billion in 1998-99.  Resource revenue is expected to gradually
recover, by 6.7% in 1999-2000 and a further 19% over the following two years,
reaching $2.9 billion by 2001-02.  Natural gas royalties will account for about two-
thirds of total resource revenue over the period.

Oil prices are expected to remain weak in 1999-2000, averaging US$13.50, the
same average as in 1998-99.  By 2001-02, oil prices are expected to recover to
about US$16.75.  Natural gas prices are expected to remain relatively flat over the
next three years, ranging from Cdn$1.93 to Cdn$2.02 per mcf.  The resource
revenue forecast is realistic but prudent.  Private sector forecasters are currently
predicting oil prices to recover faster than the budget forecast and natural gas prices
to average 35 cents higher over the next three years.

The revenue forecast includes the impact of changes to the Alberta Royalty Tax
Credit program, effective January 1, 2001.  The review of the program announced
in December 1997 has now been completed.  The ARTC will keep its basic
structure and continue as a smaller, more focused program.  Active small and
medium sized producers will continue to receive valuable cashflow assistance.
Amendments to the Alberta Corporate Tax Act will be introduced during the
current session of the Legislative Assembly to implement the changes.

Tax Revenue

Total tax revenue is expected to decline by 1% in 1999-2000, due to significant
one-time prior year adjustments for personal income taxes recorded in 1998-99.
In the following two years, overall tax revenue is expected to grow by about 5%
per year.

Personal income tax is forecast to decline by 5.8% in 1999-2000.  Excluding the
1998-99 one-time adjustments, the underlying growth in personal income tax
revenue is about 5% in 1999-2000 and about the same in each of the following two
years.  This includes the net cost of the new three-year tax plan.

Resource Revenue
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per mcf.
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Corporate income tax revenue is expected to increase by 6.5% in 1999-2000, but
this increase is largely due to extraordinary corporate income tax refunds which
reduced 1998-99 revenue. The underlying growth in corporate income tax revenue
is only about 2.0% in 1999-2000, reflecting slowing economic growth.  Corporate
income tax revenue is expected to increase by 6.5% and 8.5% in the next two years.
This is considerably slower than the 24% average annual growth rate from 1992-93
to 1997-98.  Corporate income tax revenue is difficult to forecast and, if corporate
profits deteriorate more than expected, there could be some downside risk in 1999-
2000.

Other tax revenue is expected to grow by about 3% a year. The chapter titled
A New Tax Plan for Albertans contains details on changes to the financial
institutions capital tax, effective for tax years beginning after October 31, 1999.
These changes are revenue neutral overall.

Tax Revenue
(millions of dollars)

1998-99 1999-2000 2000-01 2001-02
Forecast Estimate Target Target

Personal income tax 4,140 4,334 4,581 4,805
Prior-year adjustment 461 — — —

Corporate income tax 1,711 1,745 1,859 2,017
Extraordinary tax refunds (72) — — —

Other tax revenue 2,300 2,365 2,447 2,510

Total 8,540 8,444 8,887 9,332

Prior year adjustments to personal income tax –  This can occur because the
final calculation of personal income tax revenue for the most recent tax year is not
completed by the federal government until after the province’s books are closed for
a fiscal year.  In periods of strong economic growth, available economic data often
understates the actual growth in personal income.  This occurred for the 1997 tax
year and resulted in $461 million in prior year adjustments being added to personal
income tax in 1998-99.

Transfers From Government of Canada

Transfers from the Government of Canada will increase significantly in 1999-2000
due to the $192 million health supplement added to the Canada Health and Social
Transfer (CHST) in the recent federal budget.  As a result, total transfers from the
Government of Canada will increase from 8% of total provincial revenue in
1998-99 to 10% in 1999-2000.  Despite this significant increase in federal transfers,
Alberta will continue to receive the lowest per capita transfers of any province.

Federal transfers in 1999-2000 are also increased by an acceleration of the
movement to payments on an equal per capita basis under the CHST and higher
budgeted transfers under the Labour Market Development Agreement.  Overall,

New $192 million
federal transfer for
health will be
matched by the
province.
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federal transfers are expected to increase by $322 million in 1999-2000.  In the
following two years, federal transfers are expected to be essentially flat.  The
announced increase in health funding in these years will be offset by reductions in
CHST revenue due to higher provincial income tax revenues and the end of the
two-year federal farm-aid program.

Transfers From Government of Canada
(millions of dollars)

1998-99 1999-2000 2000-01 2001-02
Forecast Estimate Target Target

CHST 969 1,086 1,060 1,058
Health supplement — 192 194 245
Labour market development 84 126 124 124
Agriculture support 114 98 64 63
Other 168 155 152 151

Total 1,335 1,657 1,594 1,641

Investment Income

Investment income is forecast to decline by 9.8%, or $151 million, in 1999-2000.
Interest income on outstanding loans to local authorities and farmers is declining as
these loans are being repaid.  The decline is also due to a reduced forecast of
realized capital gains which can account for about 15% of the income of investment
funds.  Realized capital gains are difficult to forecast as they vary significantly year-
to-year depending on market conditions and investment strategies.

Other Revenue

Revenues from other sources are expected to grow by a little over 1% per year over
the next two years and then by about 3% in the third year.  The increases are largely
due to the improving financial position of Alberta Treasury Branches.

Reflecting the views of Albertans, the freeze on the number of video lottery
terminals has been maintained.  This is expected to result in flat revenue from
gaming sources over the next three years.  As recommended by the Lotteries and
Gaming Summit, revenues from the Lottery Fund are now allocated to specific
projects in the budget.

Exchange Rates

The value of the Canadian dollar deteriorated significantly against the U.S. dollar
from 72.1 cents in 1997-98 to 66.7 cents in 1998-99.  This depreciation resulted in
higher provincial revenues because oil and some natural gas are sold in U.S.
dollars.  However, the lower Canadian dollar also increased the foreign exchange
provision on U.S. dollar debt by roughly an equal amount.

Exchange rate
forecast at 66.8 cents
for 1999-2000.
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The 1999-2000 budget forecast of the Canada/U.S. exchange rate is essentially
unchanged from 1998-99, at 66.8 cents.  If the actual exchange rate is higher or
lower than forecast, the changes in revenue and expense would partly offset each
other.

Spending Plan

The 1999-2002 fiscal plan focuses strategic investments on key programs and
services. Total program spending will increase by 4.4% in 1999-2000.  This reflects
Premier Klein’s commitment to match the new federal health funding.  Program
spending will increase by 3.3% in 2000-01 and 3.4% in 2001-02.

As a result of lower debt servicing costs, the increase in total expense will only be
2.2% in 1999-2000.  In the following two years, total expense increases by 2.5%
and 3.0% .

Expense
(millions of dollars)

1998-99 1999-2000 2000-01 2001-02
Forecast Estimate Target Target

Program spending 14,511 15,149 15,645 16,177
Debt servicing costs 1,383 1,089 993 959

Total expense 15,894 16,238 16,638 17,136

Program spending increase 638 496 532
% increase 4.4 3.3 3.4

Total expense increase 344 400 498
% increase 2.2 2.5 3.0

Lower Debt Servicing Costs Provide Fiscal Flexibility

For the last five years, the government has steadily repaid the debt owed by the
province.  When revenue exceeded budgeted expectations, most of this windfall
revenue was used to reduce debt.  As a result, $8.3 billion of net debt is expected to
be repaid by the end of this year.  The benefits of this approach are clearly evident
in this year’s budget.

Total spending to
increase by 2.2% in
1999-2000.
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Debt servicing costs have fallen from their 1994-95 peak of  $1.75 billion to
$1.1 billion in 1999-2000.  Over $650 million, previously required to pay interest
on debt, has been redirected to address Albertans’ priorities.  The savings on debt
servicing costs over the five years will be roughly the same size as the increase in
revenue during this period.

In 1999-2000, debt servicing costs will decline by $294 million.  This reflects both
lower debt and lower foreign exchange valuation adjustments.  Debt servicing costs
in 1998-99 included a significant foreign exchange valuation provision on debt held
in U.S. dollars due to the lower Canadian dollar.  These costs are expected to be
$220 million lower in 1999-2000.  Debt servicing costs are expected to decline by
another $130 million over the following two years.

Focusing On Albertans’ Key Program Priorities

Although revenue growth in 1999-2000 is only 1.6%, or $260 million, the
government will be able to use significant savings from debt servicing costs and
extraordinary non-recurring 1998-99 costs to help address Albertans’ top priorities
this year.  In 1999-2000, over $900 million in additional funding will be made
available for improving priority programs and services for Albertans and addressing
growth pressures.

Major Sources of Fiscal Flexibility, 1999-2000
(millions of dollars)

Change from
1998-99 forecast

Increase in revenue 260
Lower debt servicing costs 294
Extraordinary costs in 1998-99:
    forest fires 198
    corporate income tax interest refunds   87
Other net changes   84

Additional spending room available 923

"Improved fiscal
performance has
provided some
spending flexibility,
as savings generated
from reduced debt
service costs are
available for
reinvestment in
priority areas."

- Moody's Investors
Services
September 1998

Debt Servicing Costs

85-86 86-87 87-88 88-89 89-90 90-91 91-92 92-93 93-94 94-95 95-96 96-97 97-98 98-99 99-00 00-01 01-02
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Over the three years of the fiscal plan, nearly $2 billion in new funding will be
provided.   Almost all of this additional funding will be focused on five main
priorities – health, education, advanced education, support for people requiring
assistance and infrastructure.

◆ Health – 8.7% increase this year and 21% over the three-year fiscal plan.

◆ Education – 7.1% increase in total spending this year and 19% over the three-
year fiscal plan.

◆ Advanced Education and Career Development – 7.7% increase this year
and 16.6% over  the three-year fiscal plan.

◆ Support for Albertans Requiring Assistance – Family and Social Services’
budget increases by 4.9%  this year and 11.4% over the three-year fiscal plan.

◆ Economic Competitiveness/Infrastructure – About $1.3 billion for
infrastructure this year, including the Premier’s commitment for municipal
transportation infrastructure.

Program Spending
(millions of dollars)

Change 3-year Change
1998-99 1999-2000 from 1998-99 2001-02 from 1998-99
Forecast Estimate Forecast Target Forecast

$ % $ %

Health 4,465 4,851 386 8.7 5,400 935 20.9
Educationa 2,993 3,197 204 6.8 3,561 568 19.0
Advanced Educationb 1,259 1,356 97 7.7 1,468 209 16.6
Family and Social Services 1,401 1,470 69 4.9 1,561 160 11.4
Otherb 4,108 4,275 167 4.1 4,187 79 1.9

Total before extraordinary
costs 14,226 15,149 923 6.5 16,177 1,951 13.7

Extraordinary costsc 285 — (285)        — — (285)         —

Total program spending 14,511 15,149 638 4.4 16,177 1,666 11.5

a Total education spending, including opted out school boards, increases by 7.1% or $222 million in 1999-2000.  The total

increase over three years is 19.1% or $599 million.
b $27 million for achievement bonuses in 1998-99 is included in other spending.
c Extraordinary costs include $198 million for forest fires and $87 million interest on corporate tax refunds.

Nearly $2 billion will
be directed to
Albertans' priorities
over the next three
years.
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Health - Improving access to health services

Over the next three years, Health spending will increase by $935 million, or 21%,
to $5.4 billion in 2001-02.  Reflecting the priority Albertans place on quality health
care, this will be the largest increase in government spending.  Health will account
for one-third of government program spending in 2001-02, compared to about one-
quarter in 1992-93.

Federal Funding – In 1999-2000, Health spending will increase by 8.7% or
$386 million to $4.85 billion.  The significant increase this year is, in part, due to
the additional federal dollars being put back into the health system.  The federal
government is providing a $192 million CHST health supplement in 1999-2000.
As promised, this is being matched with provincial funding.

In the following two years, health spending will increase by $243 million and then
a further $306 million.  Almost all of these increases will be funded from provincial
revenues.  The federal CHST health supplement covers only $2 million of the
increase in 2000-01 and another $51 million in 2001-02.

Improving Accessibility - The priority for additional dollars will be improving
Albertans’ access to essential health care services. In 1999-2000, health authorities
will receive a $261 million or 9.2% increase, including funding for province-wide
services.  This will raise their 1999-2000 budgets to nearly $3.1 billion.  Funding
will be targeted to:

◆ emergency care
◆ increasing the capacity for kidney dialysis, joint replacements, angioplasties

and other critical procedures
◆ long-term care, including providing drugs in a home setting for people who

required short-term acute care
◆ home care
◆ establishing an innovation fund to promote and facilitate health system reform

and more effective health service delivery
◆ mental health services
◆ health equipment and systems, including ensuring medical and other equipment

is Year 2000 compliant.

The ability of Regional Health Authorities (RHAs) to improve services will depend
on wage settlements with health care providers.  If settlements are reasonable,
RHAs will have resources available to address waiting lists, hire more staff and
improve health care services.

Physicians and Other Practitioners – Payments for the services provided by
physicians and other practitioners represent 21% of the Health budget.  These
payments are budgeted at over $1 billion, a 6.4% increase in 1999-2000.  The
planned increase includes funding for the growth in Alberta’s population,
negotiated 2% price increases for physicians and additional funding for the rural on-
call program announced last September.

Health spending will
increase by 21% by
2001-02.

New health funding
focused on improved
access to essential
services.
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Other Services and Programs – In 1999-2000, funding for ambulance services,
drug benefits for seniors, Aids to Daily Living benefits, blood and blood-related
products, and other services will be $723 million.  This is an increase of 9.4%.

The Health Summit  – The Health Summit, held on February 25 to 27, was an
important step in  bringing health providers, health authorities and members of the
public together to talk about the future of health care.  The final recommendations
from the summit will help provide direction for future health policies in Alberta.

While significant new funding is being provided this year, there are limits to the
dollars that can be provided.  The cost of health care currently exceeds the amount
of revenue received from provincial personal income taxes.  Health costs are
growing at about twice the rate of the average long-term growth in government
revenue.  If health costs continue to increase at current rates, health spending will
crowd out spending on other priorities such as education.

Money alone will not solve the pressures on health care.  We need to work together
to find better and more cost-effective ways of delivering health services.

Health Spending
(millions of dollars)

1998-99 1999-2000 2000-01 2001-02
Forecast Estimate Target Target

Ministry spending 4,465 4,851 5,094 5,400
Annual increase 230 386 243 306
Percentage increase 8.7% 5.0% 6.0%

Annual increase in CHST
health supplement — 192 2 51

Education – Improving performance

The best measure of an education system is the achievement of its students.  Alberta
students consistently perform as well or better than students in other provinces and
countries on national and international tests, particularly in mathematics and
science.  Ongoing initiatives in early literacy and English as a second language, as
well as the implementation of new high school mathematics programs, should
further strengthen these outstanding results.

Operating support for public and separate school boards will increase by 6.5% in
1999-2000.   This includes a 3% increase to operating grant rates and a 2% increase
to address expected enrolment growth for the coming school year.  Grant rates will
increase by a further 2% in each of the following 2 years and increasing enrolment
will continue to be fully funded.

Education spending
will increase by 19%
by 2001-02.
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Alberta will become the first province in Canada to reward school boards for
demonstrated improvements in educational outcomes.  The first financial awards
will be paid in the fall of 2000, based upon improved performance in the 1999-
2000 school year.  When the program is fully implemented in 2001-02, over
$65 million will be available.  On average, this would be equivalent to an increase
of over 2% in operating support to school boards.

Starting in September 1999, about $25 million annually in new funding will address
the special health needs of students.  This program is a joint initiative of the
Ministries of Education, Health, and Family and Social Services.

In total, spending on basic education will increase by 7.1% in 1999-2000 to over
$3.35 billion.  This is in addition to the increase of 6.3% provided in 1998-99.

By 2001-02, total education spending will reach $3.74 billion. Ministry spending
will account for over 22% of total government program spending compared to less
than 17% in  1992-93.

The provincial government has reduced the portion of education spending
supported by property taxes from 48% in 1994-95 to 39% in 1999-2000.  This
share is expected to decline to 37% by 2001-02.  If local boards wish to supplement
the 19% funding increase planned over the next three years, they have the option of
asking local taxpayers to authorize a special property tax levy to raise up to 3% of
their budget.

Education Spending
(millions of dollars)

1998-99 1999-2000 2000-01 2001-02
Forecast Estimate Target Target

Ministry spending 2,993 3,197 3,401 3,561
Opted-out boards 148 166 172 179

Total education spending 3,141 3,363 3,573 3,740

Percentage increase 7.1% 6.3% 4.6%

A new program to
reward improved
student results.

$25 million for
special health needs
of students.
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Advanced Education and Career Development -
Preparing for the future

Alberta has the best educated workforce in Canada.  This is a crucial advantage for
creating and using knowledge in the information age.   This advantage will be
strengthened.  Total spending by Advanced Education and Career Development
will increase by 7.7% in 1999-2000 and nearly 17% by 2001-02.

Post-secondary institutions will receive nearly $960 million in funding in
1999-2000, an increase of  5.4%.  This will help fund 23,000 new spaces for
post-secondary students by 2005.  The initial focus will be on information and
communication technology.  Accessibility will also be improved by initiatives like
Campus Alberta, which are being designed to ensure that Albertans have access to
quality lifelong learning opportunities regardless of where they live in the province.

Financial support to post-secondary students will be increased by 12.3% to
$113 million in 1999-2000.  This includes adjustments in student assistance
support, an increase in the value of individual Alberta Heritage Scholarships, and
an increase in needs-based bursaries.  As well, a legislated cap on tuition fees
guarantees that Alberta students will not pay more than 30% of the cost of their
education.

In 1999-2000, the funding available for career development programs will be
$217 million, an increase of 19% over 1998-99 forecast spending.  These programs
provide training grants and living allowances for adults in need of skills upgrading,
employment preparation and placement services.  The actual level of spending will
depend on the demand for these programs.  In recent years, the demand has been
lower than budgeted due to strong employment growth in the province.

Funding for the 1998-99 achievement bonus program for government employees is
temporarily included in Personnel Administration Office’s 1998-99 forecast.  These
dollars will be allocated to individual ministries if the government achieves its
budgeted net debt payment target of $585 million in 1998-99.

Advanced Education and Career Development Spending
(millions of dollars)

1998-99 1999-2000 2000-01 2001-02
Forecast Esimate Target Target

Ministry spending 1,259 1,356 1,413 1,468
Percentage increase 7.7% 4.2% 3.9%

* Excludes $27 million achievement bonus in 1998-99.

Advanced education
spending will increase
by nearly 17% by
2001-02.

23,000 new spaces for
students by 2005.

*
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Helping Albertans - A focus on independence
and children

The Growth Summit identified people development as a top priority.   In
1999-2000, support for people requiring assistance will be increased to
approximately $1.9 billion.  Low-income families and individuals will also
benefit significantly from the planned tax changes.  By 2002, 78,000 fewer
low-income taxpayers will pay provincial income taxes.

Assistance to Albertans is provided through a number of programs and ministries,
including Family and Social Services, Community Development, Municipal Affairs
and tax programs administered by Treasury.  Highlights include:

Children and Families – There will be an increased emphasis on prevention and
early intervention.  Day care subsidies for low income families are being enhanced,
and the Child Health Benefit expanded.  Increased funding has also been provided
to help address the recommendations of the Task Force on Children Involved in
Prostitution, as well as the Fetal Alcohol Syndrome and Forever Homes initiatives.
These initiatives are part of the government-wide commitment to children’s
initiatives.

Community-based services to children and families will be delivered by newly
established regional authorities who will work with community partners to meet the
unique needs of their communities, while meeting province-wide standards.

In 1999-2000, approximately $408 million will be provided for programs in support
of children and families.  In addition, low and middle income working families with
children currently receive about $80 million in support through the Alberta Family
Employment Tax Credit.

Seniors – Nearly $200 million in financial assistance, including health care
insurance premium subsidies, will be provided to lower-income seniors through the
Alberta Seniors Benefit and Special Needs Assistance programs in 1999-2000.  A
seniors’ summit is planned for late 1999.

Social Housing – About $87 million is provided for social housing programs
through the Alberta Social Housing Corporation and other Municipal Affairs
housing programs.  The government plans to move toward more community-based
delivery of housing and support services.

Services to Persons with Developmental Disabilities – Funding is increasing by
7.4% to $284 million in 1999-2000.  This reflects increased caseloads and salary
increases for the staff of contracted agencies.  Services have been transferred to
regional boards to ensure more involvement of people with developmental
disabilities and their families in program development.

Government-wide
commitment to
children's initiatives.

A seniors' summit is
planned for 1999.
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Assured Income and Support – Funding for the Assured Income for the Severely
Handicapped program will increase by 11.8% to $270 million.   Funding for the
Assured Support program will also increase by over 11% to $86 million.

Temporary Income Support – The Supports for Independence program will
continue to provide last-resort financial support to meet the basic needs of low-
income Albertans.  Approximately $310 million will be provided to Albertans who
are capable of working but need temporary financial assistance or employment
training.  Shelter benefit increases have been provided to SFI families.

Support for Albertans Requiring Assistance
(millions of dollars)

Programs and Services 1999-2000
Estimate

Family and Social Services 1,470
Services to seniors 198
Housing services 87
Alberta Family Employment Tax Credit 80
Alberta Alcohol and Drug Abuse Commission 33

Total 1,868

Economic Competitiveness

The tax reform initiative will enhance Alberta’s international competitiveness.
Strategic investments also are being made in key areas to ensure a strong economic
foundation for future growth and to foster an entrepreneurial, creative and
innovative society.  These investments include support for infrastructure,
information technology, research, agriculture and tourism.  At the same time, the
government is taking steps to ensure Alberta’s environment is protected for future
generations of Albertans.

Infrastructure

In the last two years, on top of the budgeted base funding, over $500 million in
additional one-time infrastructure funding has been made available to address
growth pressures and the upgrading of existing infrastructure.  In 1997-98, this
included an additional $390 million for schools, municipalities, health authorities
and post-secondary institutions above the $1 billion that was budgeted for that year.
In 1998-99, an additional $140 million in one-time grants was provided for
municipal transportation infrastructure.

In 1999-2000, the infrastructure budget will increase to nearly $1.3 billion.  This
includes the Premier’s commitment to continue additional funding for municipal
transportation infrastructure.  $150 million a year will be provided for the next three
years.

AISH funding to
increase by 11.8%.

$1.3 billion for
infrastructure in
1999-2000.
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Infrastructure Support, Capital Investment & Highway Maintenance
(millions of dollars)

1998-99 1998-99 1999-2000
Budget Forecast Estimate

Transportation
   Infrastructure support and capital investment     385       389     362
   Primary highway maintenance     176       165     183
   Premier’s Task Force on Infrastructure      —       130     150
   Capital Region one-time grant      —         10      —
Schools
   School construction and renewal      141       141      141
   Computers in schools        20         20        20
Health
   Construction and upgrading of health care facilities       108       108       115
   Medical equipment           7         16         22
   Year 2000 support        —          —         33
Post-Secondary Institutions
   Infrastructure support         60          66         76
Other
   Infrastructure support and capital investment        184         202          189

Total       1,081       1,247       1,291

Additional one-time infrastructure funding also may be available in 1999-2000 from
the contingency reserve.

Over the last year, the government undertook a review of major infrastructure
programs with the help of private sector representatives.  This review focused on
how infrastructure investments are planned and spending priorities established.

Based on the recommendations of the Capital Investment Planning committee, the
priority setting processes for infrastructure investment are being strengthened by:

◆ requiring ministries to have in place formal, independently verifiable
infrastructure management systems

◆ developing key common performance measures across various types of
infrastructure

◆ developing an annual corporate capital overview to facilitate planning and
priority setting

◆ ensuring the best use of private sector infrastructure

◆ employing the best approaches to divesting or making alternative use of
under-utilized facilities.

For further detail, see the appendix on Capital Planning.
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Transportation – Spending on transportation infrastructure will be $695 million in
1999-2000.   Based on the recommendations of the Premier’s Task Force on
Infrastructure, $130 million was added for municipal transportation infrastructure in
1998-99.  The Premier’s $150 million commitment to municipalities for
transportation infrastructure funding is included in 1999-2000.

Schools – The school construction and renewal budget is $141 million in
1999-2000.  The technology integration funding of $20 million also continues.

Health – Spending on upgrading of existing facilities and on new construction will
increase by $7 million to $115 million in 1999-2000.  Additional funding of
$33 million is being provided to Regional Health Authorities to complete Year
2000 testing and upgrading of equipment.  Health authorities will also receive
$22 million for the purchase of medical equipment.

Post-Secondary Institutions – Funding for facilities and equipment will increase
by $10 million  to $76 million in 1999-2000.

Other Infrastructure  – Budget ’99 provides $189 million for other infrastructure
support and capital investment.  This includes $55 million for irrigation
rehabilitation and water development projects, $25 million in lottery funding for the
Community Facility Enhancement Program, and $16 million for upgrading of
seniors’ lodges.

The province is providing $40 million for the 2001 World Championships in
Athletics to be held in Edmonton.  The estimated $133 million total cost of the
games will be cost-shared between the federal government, the provincial
government and the City of Edmonton.  Details have not been finalized regarding
capital requirements or how much of the province’s 1999-2000 funding
commitment of $19 million will be used for capital purposes.

Information Technology and Research

Over  $30 million is being made available through the Strategic Science and
Research Initiatives program to support the development of world-class researchers
and to facilitate links between university researchers and businesses.  Economic
Development will be providing technology commercialization funding to
organizations specializing in university and community based initiatives.   The
number of spaces for students entering programs such as engineering, computer
science and technology, and multimedia production is being doubled to 4,000 by
the year 2000.  These initiatives will help meet the target of creating an additional
35,000 jobs in the information and communications technology sector by 2005.
Funding to support medical research programs, sponsored by the Alberta Heritage
Foundation for Medical Research, is increasing by 10% to $40 million.

$150 million per year
for municipal
transportation
infrastructure.

35,000 new jobs in
information and
communications
technology by 2005.
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Agriculture

A combination of Alberta’s whole-farm safety net approach and federal farm-aid
funding will allow Agriculture, Food and Rural Development to increase its
investment in the future of Alberta’s agri-food industry.  Producers will continue to
be protected from significant income declines due to poor weather or low
commodity prices while increased investment of over $20 million in research,
development and infrastructure is planned for 1999-2000.

Tourism and Film Industries

 The Strategic Tourism Marketing Council will oversee a new, more accountable
framework for Alberta’s tourism industry.  Tourism funding will be doubled to
$16 million in 1999-2000. Also, beginning this year, the new Film Development
Grant Program will provide $5 million in grants annually to support Alberta-based
film makers.

Environment

A roundtable on climate change will be convened this spring to develop a plan to
manage the emission of greenhouse gases and to recommend a strategy for climate
research and technology.  Albertans’ concerns about energy operations will be
addressed through focused surveillance of high-risk operations.  As recommended
by the Clean Air Strategic Alliance, regulatory processes also will be implemented
to reduce flaring.  Funding has been provided in 1999-2000 to complete the
reforestation of approximately 27,000 hectares of forest land effected by the 1998
fires.

Government Services

In 1993, the government set out to change fundamentally the way it does business.
Three-year business plans were introduced.  Targets were set, and performance was
measured and reported to Albertans. Duplication and waste were reduced.  Work
on these and other initiatives to improve the effectiveness of government services is
continuing.

Cross-Government Initiatives – Steps are being taken to improve the coordination
of services and policies across government.  A number of ministries are now
sharing finance, administration and personnel services.  Work is also proceeding on
a corporate human resource development strategy aimed at improving the skills and
productivity of the civil service. Cross-government policy and program initiatives
include developing an integrated approach to improving support for children and
families, supporting  knowledge and innovation in Alberta, and improving capital
planning.  Further details on these cross-government initiatives are included in the
Government of Alberta Business Plan.

Roundtable on
climate change this
spring.
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Year 2000 – The Alberta Government has been addressing Year 2000 concerns on
a coordinated basis since 1996.  Steps have been taken to ensure the government’s
systems will be up and running on January 1, 2000.  In addition, the government is
working with businesses and other public sector organizations to ensure critical
services will be available on January 1.  A particular focus has been health services,
where over $200 million has been provided since 1997 to ensure medical
equipment and systems are Y2K compliant.  The province is also working with
municipalities to ensure emergency preparedness plans are updated to cover Y2K
contingencies.  The government will be closely tracking these expenses to ensure
value for the taxpayer’s dollar.

Government Employment – Since 1992-93, government employment has been
reduced by approximately 40%.  This has lowered payroll costs by nearly
$500 million.  While adjustments will still be made where necessary, overall
government full-time equivalent positions will remain at essentially the 1998-99
level.

Since 1992-93,
government
employment has
been reduced by
about 40%.
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Note:  Prior years' numbers have been restated where necessary to be comparable to the 1999-2000 presentation.
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1997-98 1998-99 1999-2000 2000-01 2001-02
Actual Forecast Estimate Target Target

Revenue ...................................................................................................... 17,854 16,628 16,888 17,334 18,230

Expense
Program .................................................................................................. 13,873 14,511 15,149 15,645 16,177
Debt Servicing Costs .............................................................................. 1,322 1,383 1,089 993 959

Total Expense ......................................................................................... 15,195 15,894 16,238 16,638 17,136

Net Revenue ............................................................................................... 2,659 734 650 696 1,094
Less:  Net Increase in Capital Assets affecting Operationsb .................... 20 62 33 29 17

Economic Cushion ..................................................................................... 2,639 672 617 667 1,077

Planned Allocation of Economic Cushionc

Debt Repayment ..................................................................................... 2,639 672 463 455 479
Contingency Reserve .............................................................................. — — 154 212 598
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Consolidated Fiscal Summary a

(millions of dollars)

a Subject to the Balanced Budget and Debt Retirement Act and the Fiscal Responsibility Act.
b Converts capital expense to a pay-as-you-go basis.
c Planned allocation if the economic cushion is not required to protect against revenue weakness and the cost of public emergencies or disasters.

The debt payment for the fiscal years 2000-01 and 2001-02 assumes that only 75% of the minimum 3 1/2% cushion required by law will be realized for
debt reduction, not the 75% of the larger cushions currently projected.

Net Debt a

Net debt (assets) at the start of the year ..................................................... 3,728 1,089 417 (46) (501)
Debt repayment ........................................................................................... 2,639 672 463 455 479
Net debt (assets) at the end of the year ...................................................... 1,089 417 (46) (501) (980)

Accumulated Debt b

Accumulated debt at the start of the year .................................................... 17,575 14,910 13,986 13,506 13,231

Debt repayment ........................................................................................... 2,639 672 463 455 479
Cash Sources (Requirements)

Retained surpluses of provincial corporations ........................................ (358) (132) (155) (185) (230)
Repayment of Farm Credit Stability program deposits ........................... 273 140 100 50 25
Other ......................................................................................................... 111 244 72 (45) (42)

Accumulated debt repayment ..................................................................... 2,665 924 480 275 232

Accumulated debt at the end of the year ..................................................... 14,190 13,986 13,506 13,231 12,999
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Debt Repayment
(millions of dollars)

a Subject to the Balanced Budget and Debt Retirement Act.  Excludes non-financial assets such as provincially-owned land, buildings, highways, bridges
and dams with an estimated book value of  $7.2 billion at March 31, 1999.

b Subject to the Fiscal Responsibility Act.

1997-98 1998-99 1999-2000 2000-01 2001-02
Actual Forecast Estimate Target Target



40 - 1999-2002 Fiscal Plan

1997-98 1998-99 1999-2000 2000-01 2001-02
Actual Forecast Estimate Target Target

Income Taxes
Personal income tax ................................................................................. 3,877 4,601 4,334 4,581 4,805
Corporate income tax ............................................................................... 1,849 1,639 1,745 1,859 2,017

5,726 6,240 6,079 6,440 6,822
Other Taxes

School property tax .................................................................................. 1,212 1,116 1,145 1,195 1,221
Fuel tax ..................................................................................................... 558 560 570 580 600
Tobacco tax .............................................................................................. 330 345 350 355 355
Insurance corporations tax ...................................................................... 121 101 119 126 134
Freehold mineral rights tax ....................................................................... 131 104 98 105 110
Hotel room tax ........................................................................................... 42 43 45 47 50
Financial institutions capital tax ................................................................ 36 31 38 39 40

2,430 2,300 2,365 2,447 2,510
Non-Renewable Resource Revenue

Natural gas and by-products royalty ....................................................... 1,660 1,426 1,695 1,672 1,904
Crude oil royalty ........................................................................................ 914 409 346 410 413
Synthetic crude oil and bitumen royalty ................................................... 192 63 43 33 22
Coal royalty ............................................................................................... 18 17 15 14 14
Bonuses and sales of Crown leases ...................................................... 1,071 448 430 470 570
Rentals and fees ...................................................................................... 148 143 143 143 148
Royalty tax credit ...................................................................................... (225) (242) (256) (241) (191)

3,778 2,264 2,416 2,501 2,880
Transfers from Government of Canada

Canada Health and Social Transfer ......................................................... 903 969 1,086 1,060 1,058
Canada Health and Social Transfer - health supplement ........................ — — 192 194 245
Labour market development ..................................................................... 8 84 126 124 124
Agriculture support programs .................................................................. 99 114 98 64 63
Other ......................................................................................................... 170 168 155 152 151

1,180 1,335 1,657 1,594 1,641
Investment Income

Alberta Heritage Savings Trust Fund ....................................................... 902 774 730 710 706
Alberta Municipal Financing Corporation .................................................. 505 482 439 407 344
Alberta Heritage Foundation for Medical Research Endowment Fund ... 111 95 67 70 73
Farm credit stability program .................................................................... 59 38 26 17 13
Other ......................................................................................................... 167 145 121 122 126

1,744 1,534 1,383 1,326 1,262
Net Income from Commercial Operations

Alberta Gaming and Liquor Commission
    Lottery revenue .................................................................................... 705 768 770 770 770
    Liquor operations .................................................................................. 465 462 462 464 465
Alberta Treasury Branches ..................................................................... 85 102 95 129 172
Other ......................................................................................................... 11 13 3 3 3

1,266 1,345 1,330 1,366 1,410
Premiums, Fees and Licences

Health care insurance premiums ............................................................. 652 668 690 703 716
Motor vehicle licences .............................................................................. 182 185 189 192 196
Crop and hail insurance premiums ........................................................... 72 75 76 78 79
Timber rentals and fees ........................................................................... 109 83 73 92 111
Land titles .................................................................................................. 60 63 67 69 70
Other ......................................................................................................... 230 217 221 219 220

1,305 1,291 1,316 1,353 1,392
Other

Sale of capital assets ............................................................................... 43 28 65 24 23
Alberta Dairy Control Board ..................................................................... 63 49 49 49 49
Fines and penalties ................................................................................... 30 28 27 27 27
Miscellaneous ........................................................................................... 289 214 201 207 214

425 319 342 307 313

Total Revenue .......................................................................................... 17,854 16,628 16,888 17,334 18,230

a  Net of internal government transactions.
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Revenue a

(millions of dollars)
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1997-98 1998-99 1999-2000 2000-01 2001-02
Actual Forecast Estimate Target Target

Program
Legislative Assembly .............................................................. 35 39 41 50 48

Advanced Education and Career Development ..................... 1,169 1,286 1,356 1,413 1,468
Agriculture, Food and Rural Development ............................. 438 499 558 539 534
Community Development ....................................................... 309 370 404 399 402
Economic Development ......................................................... 153 174 189 193 193
Education ................................................................................ 2,932 2,993 3,197 3,401 3,561
Energy ..................................................................................... 138 121 137 138 138
Environmental Protection ....................................................... 331 491 318 306 309
Executive Council .................................................................... 14 13 14 14 14
Family and Social Services .................................................... 1,423 1,401 1,470 1,518 1,561
Health ...................................................................................... 4,235 4,465 4,851 5,094 5,400
Intergovernmental and Aboriginal Affairs ............................... 47 35 34 34 35
Justice ..................................................................................... 373 390 405 411 417
Labour ..................................................................................... 28 28 29 29 29
Municipal Affairs ...................................................................... 249 254 246 246 249
Public Works, Supply and Services ........................................ 454 434 452 443 452
Science, Research and Information Technology ................... 59 80 90 89 91
Transportation and Utilities .................................................... 667 665 696 695 701
Treasury .................................................................................. 819 773 662 633 575

Total Program Expense ........................................................... 13,873 14,511 15,149 15,645 16,177

Debt Servicing Costs ................................................................ 1,322 1,383 1,089 993 959

Total Expense ........................................................................... 15,195 15,894 16,238 16,638 17,136

a  Net of internal government transactions.
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Expense a

(millions of dollars)
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1997-98 1998-99 1999-2000 2000-01 2001-02
Actual Forecast Estimate Target Target

Legislative Assembly ...................................................................... — — — — —

Advanced Education and Career Development .............................. 1 1 9 4 2
Agriculture, Food and Rural Development ...................................... 5 9 5 3 3
Community Development ............................................................... 2 1 1 — —
Economic Development .................................................................. — 1 — — —
Education ....................................................................................... 1 1 1 2 1
Energy ............................................................................................ 3 4 4 4 4
Environmental Protection ............................................................... 11 7 8 8 8
Executive Council ........................................................................... — — — — —
Family and Social Services ............................................................ 1 2 1 1 1
Health ............................................................................................. 1 1 1 2 1
Intergovernmental and Aboriginal Affairs ........................................ — — — — —
Justice ............................................................................................ 1 2 3 1 —
Labour ............................................................................................ — — — — —
Municipal Affairs ............................................................................. 5 4 3 3 3
Public Works, Supply and Services ................................................ 64 70 57 60 60
Science, Research and Information Technology ............................ 6 3 3 3 3
Transportation and Utilities ............................................................. 148 187 171 179 176
Treasury ......................................................................................... 3 6 8 5 4

Total Capital Investment .............................................................. 252 299 275 275 266
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Capital Investment
(millions of dollars)

1997-98 1998-99 1999-2000 2000-01 2001-02
Actual Forecast Estimate Target Target

Capital investment ............................................................................ 252 299 275 275 266
Capital amortization .......................................................................... (232) (237) (242) (246) (249)

Net Increase in Capital Assets affecting Operations .................. 20 62 33 29 17
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Net Increase in Capital Assets affecting Operations
(millions of dollars)



        1999-2002 Fiscal Plan  - 43

123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123

Capital Amortization
(millions of dollars)

1997-98 1998-99 1999-2000 2000-01 2001-02
Actual Forecast Estimate Target Target

Legislative Assembly ............................................................ 1 1 — — —

Advanced Education and Career Development ................... 1 1 1 2 3
Agriculture, Food and Rural Development ........................... 5 6 7 7 7
Community Development ..................................................... 1 1 1 — —
Economic Development ....................................................... — — — — —
Education .............................................................................. 1 1 1 1 1
Energy ................................................................................... 6 5 6 6 6
Environmental Protection ..................................................... 27 25 26 26 26
Executive Council .................................................................. — — — — —
Family and Social Services .................................................. 5 2 3 3 2
Health .................................................................................... 1 1 1 1 1
Intergovernmental and Aboriginal Affairs ............................. — — — — —
Justice ................................................................................... 1 1 1 2 2
Labour ................................................................................... — — — — —
Municipal Affairs .................................................................... 26 27 27 28 28
Public Works, Supply and Services ...................................... 56 61 62 62 62
Science, Research and Information Technology ................. 4 3 2 2 2
Transportation and Utilities .................................................. 95 100 101 102 104
Treasury ................................................................................ 2 2 3 4 5

Total Capital Amortization ................................................... 232 237 242 246 249
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Net Financial Position
(millions of dollars)

                                                                                                                                                                At March 31

1998 1999 2000 2001 2002
Actual Forecast Estimate Target Target

Liabilities
Accumulated Debt ............................................................... 14,910 13,986 13,506 13,231 12,999
Pension obligations ............................................................ 4,890 4,896 4,888 4,881 4,877
Alberta Municipal Financing Corporation,

Agriculture Financial Services Corporation and
Alberta Opportunity Company debt .................................. 4,903 4,608 3,969 3,763 3,600

Accounts and interest payable and other liabilities ............ 3,059 2,555 2,488 2,368 2,286
Less debt internally held by the Heritage Fund .................. (1,416) (854) (595) (318) (172)

Total Liabilities ...................................................................... 26,346 25,191 24,256 23,925 23,590

Financial Assets
Heritage Fund external investments ................................... 10,610 11,172 11,431 11,708 11,854
Medical research and scholarship funds ........................... 1,047 1,083 1,112 1,139 1,167
Alberta Municipal Financing Corporation,

Agriculture Financial Services Corporation and
Alberta Opportunity Company loans ................................ 4,703 4,392 4,065 3,883 3,728

Other financial assets ......................................................... 4,007 3,231 2,806 2,815 2,944

Total Financial Assets .......................................................... 20,367 19,878 19,414 19,545 19,693

Net Debt ................................................................................. 5,979 5,313 4,842 4,380 3,897

Less:  pension obligations ................................................... (4,890) (4,896) (4,888) (4,881) (4,877)

Net Debt (Assets) excluding pension obligations .............. 1,089a 417a (46) (501) (980)
a  Subject to the Balanced Budget and Debt Retirement Act
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1996-97 1997-98 1998-99 1999-2000 2000-01 2001-02
Fiscal Year Assumptions Actual Actual

Prices
Oil price
WTI (US$/bbl) ........................................ 22.84 18.93 13.50 13.50 15.25 16.75
Alberta wellhead (Cdn$/bbl) ................... 27.91 22.25 16.20 15.92 18.57 19.99

Natural gas price
Alberta wellhead (Cdn$/mcf) .................. 1.77 1.86 1.97 2.02 1.93 2.01

Exchange rate
(US¢/Cdn$) ............................................ 73.5 72.1 66.7 66.8 67.9 70.1

Production
Crude oil and equivalent
(000’s barrels/day) ................................. 1,544 1,554 1,558 1,531 1,569 1,647

Natural gas
(billions of cubic feet) ............................. 4,865 5,216 5,355 5,748 5,980 6,278

Interest rates b

3-month Canada treasury bills ................. 3.81 3.50 4.85 4.75 4.75 4.75
10-year Canada bonds ............................. 7.00 6.00 5.25 5.25 5.25 5.25

a As required by the Government Accountability Act.

b For debt servicing calculations, appropriate Alberta spreads are applied to Government of Canada yields.

Calendar Year Assumptions 1997 1998 1999 2000 2001 2002
Actual

Gross Domestic Product
Nominal (millions of dollars) ..................... 101,844 102,149 106,444 112,228 119,507 128,045
per cent change ..................................... 8.3 0.3 4.2 5.4 6.5 7.1

Real (millions of 1986 dollars) .................. 94,404 97,349 99,720 103,174 107,497 112,886
per cent change ..................................... 7.2 3.1 2.4 3.5 4.2 5.0

Other Indicators
Employment (thousands) ......................... 1,457 1,514a  1,543 1,576 1,614 1.656
per cent change ..................................... 3.1 3.9a 1.9 2.1 2.4 2.6

Unemployment rate (per cent) ................. 6.0 5.7a 6.0 5.8 5.6 5.3
Housing starts (number of units) .............. 23,671 27,122a 24,600 25,900 28,100 30,300
Consumer Price Index (per cent change) . 2.1 1.1a 1.6 1.7 1.7 1.9
Population (thousands) ............................ 2,836 2,913a 2,981 3,043 3,104 3,168
per cent change ..................................... 2.0 2.7a 2.4 2.1 2.0 2.1

a Actual
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Province of Alberta
Key Energy and Economic Assumptions a
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Sensitivities to Fiscal Year Assumptions, 1999-2000

            Sensitivities a ($ millions)

Change Revenue Spending Net Change

Oil Price (WTI US$/bbl) .............................. -$1.00 -135 — -135
Natural Gas Price (Cdn$/mcf) ..................... -10¢ -167 — -167
Exchange Rate (US¢/Cdn$) ....................... +1¢ -63 -35 -28
Interest Rates ............................................ +1% +5 +28 -23
Real Gross Domestic Productb ................... -1% -88 — -88

a Sensitivities are based on current assumptions of prices and rates and show the impact for a full 12 month period.  Sensitivities can
vary significantly at different price and rate levels.  The interest rate sensitivity is also affected by the timing of changes during the
fiscal year.

b Net change in income taxes and the Canada Health and Social Transfer.
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UPSIDE RISKS

◆ Economic growth may be stronger than expected in the United States and the rest of Canada.  The recent strong
performance of the U.S. economy suggests that the long-expected slowdown may be delayed yet again.  This would
spillover into Canada, and would bode well for Alberta's exports.

◆ The global economic recovery may be earlier and stronger than anticipated, leading to a faster recovery in commodity
prices.  Alberta would benefit through increased energy sector activity and higher resource and taxation revenue.

DOWNSIDE RISKS

◆ If the United States continues to grow at an unsustainable pace, the U.S. Federal Reserve may be forced to increase
interest rates to dampen inflationary pressures.  This would put upward pressure on Canadian interest rates, thereby
dampening economic activity in Canada and Alberta and raising debt-servicing costs for the province.

◆ A sharp correction in U.S. equity markets.  There are concerns that the stock market in the United States is
overvalued, and that a consequent correction would hurt confidence and reduce consumer spending, which has
recently been the mainstay of the current expansion.  Weaker economic activity in the United States would also
spillover into Canada and Alberta.

◆ Renewed volatility in world financial markets might lead the Bank of Canada to raise interest rates to defend the value
of the Canadian dollar.  If sustained, this would hurt confidence, reduce economic activity and increase debt-servicing
costs.

◆ A delayed recovery in the global economy could have a negative impact on commodity prices, which could dampen
Alberta's medium term investment outlook as projects are either delayed or suspended, and drilling activity fails to
recover.  Alberta's fiscal position should be relatively stable given the legal requirement to have an economic cushion
to help protect against the risk of lower energy prices.

Risks to the Forecast
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Historical Consolidated Fiscal Summary a

1982-83 to 2001-02
(millions of dollars)

A B C D E F G H I J K L M N O P Q R S T

1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 1988-89 1989-90 1990-91 1991-92 1992-93 1993-94 1994-95 1995-96 1996-97 1997-98 1998-99 1999-00 2000-01 2001-02
Forecast Budget Target Target

Revenue
1 Personal income tax .......................................... 1,650 1,510 1,457 1,521 1,768 2,236 2,039 2,536 2,796 3,057 2,794 2,877 3,063 3,177 3,445 3,877 4,601 4,334 4,581 4,805
2 Corporate income tax ........................................ 609 782 828 780 396 595 697 700 803 731 637 854 1,073 1,332 1,407 1,849 1,639 1,745 1,859 2,017
3 School property tax ........................................... 559 610 637 660 686 729 769 824 915 1,027 1,115 1,168 1,196 1,205 1,169 1,212 1,116 1,145 1,195 1,221
4 Other tax revenue .............................................. 240 309 334 341 262 553 679 683 878 1,029 1,055 1,053 1,126 1,112 1,157 1,218 1,184 1,220 1,252 1,289
5 Natural resource revenue .................................. 4,122 4,779 5,229 4,932 1,892 2,626 2,085 2,240 2,688 2,022 2,183 2,817 3,378 2,786 4,034 3,778 2,264 2,416 2,501 2,880
6 Investment income .......................................... 1,554 1,498 1,606 1,706 1,483 1,338 1,301 1,346 1,589 1,547 1,059 1,269 1,004 1,182 1,094 1,239 1,052 944 919 918
7 Alberta Municipal Financing Corporation ...... 269 354 407 455 482 509 533 545 536 608 652 568 563 542 522 505 482 439 407 344
8 Other own-source revenue ............................. 793 803 1,099 1,111 959 1,407 1,662 2,022 1,615 1,566 2,319 2,710 2,849 2,530 2,568 2,996 2,955 2,988 3,026 3,115

9 Total own-source revenue ................................. 9,796 10,645 11,597 11,506 7,928 9,993 9,765 10,896 11,820 11,587 11,814 13,316 14,252 13,866 15,396 16,674 15,293 15,231 15,740 16,589
10 Federal transfers ............................................... 1,167 1,308 1,686 1,788 1,689 1,912 2,135 1,943 2,365 2,150 2,457 2,090 1,929 1,748 1,351 1,180 1,335 1,657 1,594 1,641

11 Total Revenue ....................................................... 10,963 11,953 13,283 13,294 9,617 11,905 11,900 12,839 14,185 13,737 14,271 15,406 16,181 15,614 16,747 17,854 16,628 16,888 17,334 18,230

Expense b

12 Health ................................................................ 2,438 2,724 2,731 2,958 3,191 3,056 3,338 3,602 3,864 4,103 4,164 4,033 3,829 3,654 3,842 4,235 4,465 4,851 5,094 5,400
13 Basic and advanced education ......................... 2,473 2,627 2,783 2,961 3,114 3,118 3,227 3,379 3,640 3,676 4,079 4,147 3,794 3,662 3,682 4,101 4,279 4,553 4,814 5,029
14 Social services ................................................... 918 985 1,051 1,156 1,270 1,329 1,434 1,502 1,567 1,746 1,678 1,555 1,309 1,307 1,333 1,423 1,401 1,470 1,518 1,561
15 Other program expense .................................... 5,875 5,317 5,244 6,798 5,778 5,195 5,111 5,357 5,772 5,527 6,255 5,388 4,565 4,157 3,939 4,114 4,366 4,275 4,219 4,187

16 Total program expense ..................................... 11,704 11,653 11,809 13,873 13,353 12,698 13,110 13,840 14,843 15,052 16,176 15,123 13,497 12,780 12,796 13,873 14,511 15,149 15,645 16,177
17 Debt servicing costs .......................................... 55 171 228 182 297 572 797 1,115 1,174 1,314 1,419 1,654 1,746 1,683 1,462 1,322 1,383 1,089 993 959

18 Total Expense ....................................................... 11,759 11,824 12,037 14,055 13,650 13,270 13,907 14,955 16,017 16,366 17,595 16,777 15,243 14,463 14,258 15,195 15,894 16,238 16,638 17,136

Net Change in Capital Assets c

19 Capital investment ............................................. — — — — — — — — — — 363 305 265 261 196 252 299 275 275 266
20 Capital amortization ........................................... — — — — — — — — — — (272) (292) (285) (242) (234) (232) (237) (242) (246) (249)

21 Net increase (decrease) in capital assets ............. — — — — — — — — — — 91 13 (20) 19 (38) 20 62 33 29 17

22 Surplus (Deficit)/Economic Cushion ................ (796) 129 1,246 (761) (4,033) (1,365) (2,007) (2,116) (1,832) (2,629) (3,415) (1,384) 958 1,132 2,527 2,639 672 617 667 1,077

Financial Assets (Debt)
23 Net assets (debt) ............................................. 11,211 11,332 12,578 11,817 7,784 6,419 4,412 2,296 464 (2,165) (7,054) (8,313) (7,355) (6,255) (3,728) (1,089) (417) 46 501 980
24 Unfunded pension obligations .......................... (3,748) (4,103) (5,359) (5,500) (6,625) (7,946) (8,004) (8,243) (6,156) (5,774) (4,770) (5,066) (5,352) (5,352) (4,981) (4,890) (4,896) (4,888) (4,881) (4,877)

25 Total net assets (net debt) .................................... 7,463 7,229 7,219 6,317 1,159 (1,527) (3,592) (5,947) (5,692) (7,939) (11,824) (13,379) (12,707) (11,607) (8,709) (5,979) (5,313) (4,842) (4,380) (3,897)
a Numbers have been restated on a 1999-2000 basis except as noted.
b Expense prior to 1992-93 is by function.  Expense from 1992-93 to 2001-02 is by ministry
c Prior to 1992-93 capital investment is included in total expense.
d Subject to the Balanced Budget and Debt Retirement Act.  Net debt was increased by $1,474 million in 1992-93 primarily for a provision for school construction debt; reduced by $125 million in 1993-94 to record personal

income tax and established programs financing entitlements on an accrual basis, and increased by $47 million in 1996-97 to report some other revenues on accrual basis.  Assumes debt payments of $463 million in
1999-2000, $455 million in 2000-01, and $479 million in 2001-02.

d
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BUDGET PLAN 1999-2000

TABLES
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Note:  Prior years' numbers have been restated where necessary to be comparable to the 1999-2000 presentation.
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Consolidated Fiscal Summary a

(millions of dollars)

1999-2000 1998-99 1998-99 1997-98
Estimate Forecast Budget Actual

Revenue .................................................................................................. 16,888 16,628 15,698 17,854

Expense
Program ................................................................................................. 15,149 14,511 13,869 13,873
Debt Servicing Costs ............................................................................. 1,089 1,383 1,205 1,322

Total Expense ........................................................................................ 16,238 15,894 15,074 15,195

Net Revenue ........................................................................................... 650 734 624 2,659
Less:  Net Increase in Capital Assets affecting Operationsb ................... 33 62 39 20

Economic Cushion ................................................................................. 617 672 585 2,639

Planned Allocation of Economic Cushionc

Debt Payment ........................................................................................ 463 672 585 2,639
Contingency Reserve ............................................................................ 154 — — —

a Subject to the Balanced Budget and Debt Retirement Act and the Fiscal Responsibility Act.

b Converts capital expense to a pay-as-you-go basis.

c Planned allocation if the economic cushion is not required to protect against revenue weakness and the cost of public emergencies or disasters.
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1999-2000 1998-99 1998-99 1997-98
Estimate Forecast Budget Actual

Income Taxes
Personal income tax ................................................................................. 4,334 4,601 3,835 3,877
Corporate income tax ............................................................................... 1,745 1,639 1,642 1,849

6,079 6,240 5,477 5,726
Other Taxes

School property tax .................................................................................. 1,145 1,116 1,099 1,212
Fuel tax ..................................................................................................... 570 560 570 558
Tobacco tax .............................................................................................. 350 345 345 330
Insurance corporations tax ...................................................................... 119 101 112 121
Freehold mineral rights tax ....................................................................... 98 104 101 131
Hotel room tax ........................................................................................... 45 43 41 42
Financial institutions capital tax ................................................................ 38 31 39 36

2,365 2,300 2,307 2,430
Non-Renewable Resource Revenue

Natural gas and by-products royalty ....................................................... 1,695 1,426 1,282 1,660
Crude oil royalty ........................................................................................ 346 409 644 914
Synthetic crude oil and bitumen royalty ................................................... 43 63 50 192
Coal royalty ............................................................................................... 15 17 17 18
Bonuses and sales of Crown leases ...................................................... 430 448 650 1,071
Rentals and fees ...................................................................................... 143 143 147 148
Royalty tax credit ...................................................................................... (256) (242) (233) (225)

2,416 2,264 2,557 3,778
Transfers from Government of Canada

Canada Health and Social Transfer ......................................................... 1,086 969 940 903
Canada Health and Social Transfer - health supplement ........................ 192 — — —
Labour market development ..................................................................... 126 84 121 8
Agriculture support programs .................................................................. 98 114 77 99
Other ......................................................................................................... 155 168 157 170

1,657 1,335 1,295 1,180
Investment Income

Alberta Heritage Savings Trust Fund ....................................................... 730 774 701 902
Alberta Municipal Financing Corporation .................................................. 439 482 484 505
Alberta Heritage Foundation for Medical Research Endowment Fund ... 67 95 63 111
Farm credit stability program .................................................................... 26 38 40 59
Other ......................................................................................................... 121 145 122 167

1,383 1,534 1,410 1,744
Net Income from Commercial Operations

Alberta Gaming and Liquor Commission
    Lottery revenue .................................................................................... 770 768 660 705
    Liquor operations .................................................................................. 462 462 427 465
Alberta Treasury Branches ..................................................................... 95 102 46 85
Other ......................................................................................................... 3 13 4 11

1,330 1,345 1,137 1,266
Premiums, Fees and Licences

Health care insurance premiums ............................................................. 690 668 641 652
Motor vehicle licences .............................................................................. 189 185 172 182
Crop and hail insurance premiums ........................................................... 76 75 83 72
Timber rentals and fees ........................................................................... 73 83 70 109
Land titles .................................................................................................. 67 63 48 60
Other ......................................................................................................... 221 217 210 230

1,316 1,291 1,224 1,305
Other

Sale of capital assets ............................................................................... 65 28 26 43
Alberta Dairy Control Board ..................................................................... 49 49 49 63
Fines and penalties ................................................................................... 27 28 26 30
Miscellaneous ........................................................................................... 201 214 190 289

342 319 291 425

Total Revenue .......................................................................................... 16,888 16,628 15,698 17,854

a   Net of internal government transactions.
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Revenue a

(millions of dollars)
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Total Revenue – $16,888 million
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1999-2000 Estimate
Revenue

Non-Renewable
Resource Revenue - 14.3%

Other Taxes - 14.0%

Corporate Income Tax - 10.3%

Personal Income Tax - 25.7%

Transfers from Government of Canada - 9.8%

Investment Income - 8.2%

Premiums, Fees and Licences - 7.8%
Net Income from Commercial Operations - 7.9%

Other Revenue - 2.0%
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(millions of dollars)
Expense a

1999-2000 1998-99 1998-99 1997-98
Estimate Forecast Budget Actual

Program
Legislative Assembly ...................................................................... 41 39 39 35

Advanced Education and Career Development ............................. 1,356 1,286 1,311 1,169
Agriculture, Food and Rural Development ..................................... 558 499 523 438
Community Development ............................................................... 404 370 367 309
Economic Development ................................................................. 189 174 176 153
Education ....................................................................................... 3,197 2,993 2,982 2,932
Energy ............................................................................................ 137 121 119 138
Environmental Protection ............................................................... 318 491 291 331
Executive Council ........................................................................... 14 13 13 14
Family and Social Services ............................................................ 1,470 1,401 1,376 1,423
Health ............................................................................................. 4,851 4,465 4,213 4,235
Intergovernmental and Aboriginal Affairs ....................................... 34 35 34 47
Justice ............................................................................................ 405 390 383 373
Labour ............................................................................................ 29 28 28 28
Municipal Affairs ............................................................................. 246 254 245 249
Public Works, Supply and Services ............................................... 452 434 438 454
Science, Research and Information Technology ........................... 90 80 78 59
Transportation and Utilities ............................................................ 696 665 536 667
Treasury ......................................................................................... 662 773 717 819

Total Program Expense .................................................................. 15,149 14,511 13,869 13,873

Debt Servicing Costs ....................................................................... 1,089 1,383 1,205 1,322

Total Expense .................................................................................. 16,238 15,894 15,074 15,195

a Net of internal government transactions.
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Total Expense – $16,238 million
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1999-2000 Estimate
Expense

Public Works, Supply 
and Services - 2.8%

Transportation and Utilities - 4.3 %

Advanced Education and Career Development - 8.4%

Education - 19.7%

Family and Social Services - 9.1% Health - 29.9%

Debt Servicing Costs - 6.7%

Treasury - 4.1%

Agriculture, Food and 
Rural Development - 3.4%

Justice - 2.5%

Community Development - 2.5%

Other - 6.6%
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1999-2000 1998-99 1998-99 1997-98
Estimate Forecast Budget Actual

Legislative Assembly ......................................................................................... — — — —

Advanced Education and Career Development ................................................ 76 66 60 73
Agriculture, Food and Rural Development ......................................................... 23 27 17 15
Community Development .................................................................................. — — — —
Economic Development ..................................................................................... 34 35 34 31
Education ............................................................................................................ 161 161 161 244
Energy ................................................................................................................. — — — —
Environmental Protection ................................................................................... 9 7 7 5
Executive Council ............................................................................................... — — — —
Family and Social Services ................................................................................ — — — —
Health ................................................................................................................. 55 16 7 187
Intergovernmental and Aboriginal Affairs ........................................................... 2 2 2 2
Justice ................................................................................................................ — — — —
Labour ................................................................................................................ — — — —
Municipal Affairs ................................................................................................. — 11 1 2
Public Works, Supply and Services ................................................................... 131 126 126 119
Science, Research and Information Technology .............................................. — — — —
Transportation and Utilities ................................................................................ 342 333 211 380
Treasury .............................................................................................................. — — — —

Total Support for Infrastructure ....................................................................... 833 784 626 1,058

a Included in consolidated program expense.
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Support for Infrastructure a

(millions of dollars)
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1999-2000 1998-99 1998-99 1997-98
Estimate Forecast Budget Actual

Legislative Assembly ................................................................... — — — —

Advanced Education and Career Development .......................... 9 1 3 1
Agriculture, Food and Rural Development .................................. 5 9 3 5
Community Development ............................................................ 1 1 1 2
Economic Development ............................................................... — 1 1 —
Education ..................................................................................... 1 1 1 1
Energy .......................................................................................... 4 4 3 3
Environmental Protection ............................................................. 8 7 8 11
Executive Council ........................................................................ — — — —
Family and Social Services .......................................................... 1 2 9 1
Health ........................................................................................... 1 1 1 1
Intergovernmental and Aboriginal Affairs .................................... — — — —
Justice .......................................................................................... 3 2 2 1
Labour .......................................................................................... — — — —
Municipal Affairs .......................................................................... 3 4 3 5
Public Works, Supply and Services ............................................ 57 70 62 64
Science, Research and Information Technology ....................... 3 3 2 6
Transportation and Utilities ......................................................... 171 187 174 148
Treasury ....................................................................................... 8 6 6 3

Total Capital Investment ............................................................ 275 299 279 252

123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123

Capital Investment
(millions of dollars)

1999-2000 1998-99 1998-99 1997-98
Estimate Forecast Budget Actual

Capital Investment ..................................................................... 275 299 279 252
Capital Amortization ................................................................... (242) (237) (240) (232)

Net Increase in Capital Assets affecting Operations ............. 33 62 39 20
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Net Increase in Capital Assets affecting Operations
(millions of dollars)
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Lottery Revenue ............................................................................................................ 770
Less:  Administration costs ........................................................................................... (53)

Net Lottery Revenue ...................................................................................................... 717

Advanced Education and Career Development
Infrastructure support for post-secondary facilities ...................................................... 30
Learning television - ACCESS education programming .............................................. 3
Athletic scholarships .................................................................................................... 2

Agriculture, Food and Rural Development
Irrigation rehabilitation and other infrastructure .......................................................... 22
Rural agricultural societies and service boards ......................................................... 11
Rural development services ....................................................................................... 9
Agricultural Research Institute .................................................................................... 8

Community Development
Community lottery boards ............................................................................................ 51
Alberta Alcohol and Drug Abuse Commission ........................................................... 28
Alberta Foundation for the Arts .................................................................................... 21
2001 World Championships in Athletics .................................................................... 19
Alberta Sport, Recreation, Parks and Wildlife Foundation .......................................... 15
Wild Rose Foundation ................................................................................................. 7
Alberta Historical Resources Foundation ................................................................... 6
Services for problem gamblers ................................................................................... 3
Human Rights, Citizenship and Multiculturalism Education Fund ............................. 1

Economic Development
Community facility enhancement program ................................................................. 25
Calgary Trade and Convention Centre ........................................................................ 9
Edmonton Northlands ................................................................................................. 7
Calgary Exhibition and Stampede ............................................................................... 7
Other exhibitions .......................................................................................................... 3
Gaming Research Institute ......................................................................................... 2
Other ............................................................................................................................ 4

Education
School construction and renewal ................................................................................. 100
School technology upgrading ....................................................................................... 20

Energy
Computer system improvements for royalty and related information systems ............ 8

Environmental Protection
Fire-related reforestation ............................................................................................. 17
Natural resources service ........................................................................................... 15
Water management and erosion control program ..................................................... 3

Family and Social Services
Fetal alcohol initiative ................................................................................................... 1

Health
Alberta wellnet ............................................................................................................. 15
Advanced medical equipment ..................................................................................... 7
Health authorities innovation fund .............................................................................. 4

Intergovernmental and Aboriginal Affairs
Metis settlement:  municipal development ................................................................. 11

Municipal Affairs
Municipal 2000 Sponsorship - grants for innovation in governance and services .... 10
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1999-2000 Allocation of Lottery Fund Revenue
(millions of dollars)
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1999-2000 Allocation of Lottery Fund Revenue
(millions of dollars) - continued

Public Works, Supply and Services
Construction and upgrading of health facilities .......................................................... 60
Construction and upgrading of water infrastructure ................................................... 20
Upgrading of seniors' lodges ...................................................................................... 10

Science, Research and Information Technology
Strategic research initiatives ........................................................................................ 32
Science and research initiatives .................................................................................. 1

Transportation and Utilities
North-South Trade Corridor ......................................................................................... 65
Deerfoot Trail - 96 Avenue NE interchange ................................................................. 7

Treasury
Debt Repayment / Contingency Reserve .................................................................... 18

Lottery Revenue Allocation a .......................................................................................... 717

a  Included in program expense except for the $18 million for Debt Repayment / Contingency Reserve.
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1999-2000 1998-99

Municipal Affairs - Corporate Registries
Annual Returns (except non-profit organizations) ...................................................... 10.00 20.00
Certificate of status ...................................................................................................... 10.00 25.00
Searches - photocopies level 1 ................................................................................... $2/document $1/page
Searches - photocopies levels 2 & 3 .......................................................................... $4/document $1/page
Certification .................................................................................................................. $25/document $25 plus

$1/page

a Federal Goods and Services Tax is applied on certain fees.
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Premiums, Fees and Licences
Rate Changes a

(dollars)

(%) (%) (%) (%) (¢/litre) ($/carton) (%) (%) (%) (%) (%) (%)

ALBERTA 44.0 8.0 0.5 — 9.0 14.00 6.0 14.5 15.5 — 2.00f —

British Columbia 49.5  30/49 —  7.0 11.0d 22.00 8.5 — 16.5 0.30 3.00 —
Saskatchewan 48.0 10/25 2.0  7.0 15.0 16.80b 8.0 10/17e 17.0 0.60 3.25  —
Manitoba 50.0       2.0 2.0  7.0 11.5 16.00b 9.0 — 17.0 0.50 3.00 2.15
Ontario 40.5 20/56 —  8.0 14.7 4.70b 8.5 13.5 15.5 0.30 0.90 1.95
Quebec n.a. n.a. n.a.   7.5c 15.2b,d 8.00 8.9 — 8.9 0.64 1.28 4.26
New Brunswick 60.0 8.0 —      8.0c 10.7b 7.70b 6.0 — 17.0 0.30 3.00 —
Nova Scotia 57.5 10.0 — 8.0c 13.5b 9.04b 5.0 — 16.0 0.25 3.00 —
P.E.I. 59.5 10.0 — 10.0 13.0 12.65 7.5 7.5 16.0 — 3.00 —
Newfoundland 69.0 10.0 — 8.0c 16.5b 22.00b 5.0 5.0 14.0 — 4.00 2.00
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Personal Income Taxa Corporate Income Tax Capital Tax

Retail Small Financial Payroll
Basic Flat Sales Gasoline Tobacco Business M & P General General Institutions Tax
Rate Surtax Tax Tax Tax Tax Rate Rate Rate (max.) (max.) (max.)

Rates for other provinces known as of February 23, 1999.

a The basic rate is a percentage of Basic Federal Tax.  The surtax is applied above certain thresholds which vary among provinces
and is based on:  net income in Manitoba, the sum of basic tax and flat tax in Saskatchewan and basic tax in the other provinces.
Provinces with two surtaxes have the lower rate and combined rates shown.  The flat tax is a percentage of taxable income in
Alberta and net income in Saskatchewan and Manitoba.  All provinces except PEI and Newfoundland provide tax reductions for low
income taxpayers.  Quebec's personal income tax system is not directly comparable to those in other provinces.

b These provinces apply their retail sales taxes on top of this tax.

c These provinces' sales taxes are harmonized with the federal GST and apply to a broader base than other provincial sales taxes.

d An additional 4 cents/litre is imposed in the greater Vancouver area, 2.5 cents/litre in Victoria and 1.5 cents/litre Montreal.

e The general corporate tax rate is reduced by up to 7 points based on the share of a corporation's national manufacturing and
processing income allocated to Saskatchewan.

f For tax years commencing after October 31, 1999, the rate will be 0.7% on the first $400 million of taxable capital and 1.0% on capital
greater than $400 million.  At the same time the tax base will be expanded to include long term debt.

Major Provincial Tax Rates, 1999
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Treasury
General Revenue Fund ....................................................................... 980 1,261 1,084 1,174
School construction loans ................................................................... 101 112 112 139

Total ..................................................................................................... 1,081 1,373 1,196 1,313

Municipal Affairs
Alberta Social Housing Corporation ................................................... 8 10 9 9

Total Debt Servicing Costs ................................................................... 1,089 1,383 1,205 1,322

a Pursuant to the Fiscal Responsibility Act, school debenture costs have been moved from program expense to debt servicing costs and are
now reported under Treasury.  Debt servicing costs for 1997-98 and 1998-99 have been restated to be consistent with the 1999-2000
presentation.
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1999-2000 1998-99 1998-99 1997-98
Estimate Forecast Budget Actual

Debt Servicing Costs a

(millions of dollars)

1999-2000 1998-99 Per Cent
Estimate Budget Change

Legislative Assembly ............................................................................ 405 391 3.6

Advanced Education and Career Development ................................... 911 911 —
Agriculture, Food and Rural Development ........................................... 1,877 1,833 2.4
Community Development ..................................................................... 992 972 2.1
Economic Development ....................................................................... 256 256 —
Education ............................................................................................. 618 585 5.6
Energy .................................................................................................. 1,234 1,234     —
Environmental Protection ..................................................................... 2,955 3,157 (6.4)
Executive Council ................................................................................. 183 183 —
Family and Social Services .................................................................. 4,683 4,716 (0.7)
Health ................................................................................................... 666 630 5.7
Intergovernmental and Aboriginal Affairs ............................................. 94 90 4.4
Justice .................................................................................................. 4,060 3,987 1.8
Labour .................................................................................................. 377 385    (2.1)
Municipal Affairs ................................................................................... 702 692 1.4
Public Works, Supply and Services ..................................................... 1,290 1,253 3.0
Science, Research and Information Technology ................................. 512 512 —
Transportation and Utilities .................................................................. 761 761        —
Treasury ............................................................................................... 676 665 1.7

Total Full-Time Equivalent Employment .......................................... 23,252 23,213 0.2

123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123
123456789012345678901234567890121234567890123456789012345678901212345678901234567890123456789012123

Full-Time Equivalent Employment
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Treasury
Provision for doubtful accounts ........................................................... 3 12 15 3
Provision for loans, guarantees and indemnities ................................ 10 8 15 (17)
Provision for employee benefits other than pensions ......................... — — — 9
Principal Group Ltd. provision ............................................................. — — — (15)
Future appropriations .......................................................................... — (8) — (5)
Provision for ALPAC loan impairment ................................................. — — — 114

13 12 30 89
Advanced Education and Career Development

Provision for student loans .................................................................. 68 66 70 52
Other provisions .................................................................................. — — — 5

Agriculture, Food and Rural Development
Agriculture Financial Services Corporation ............................................ 2 2 2 (5)
Other provisions ..................................................................................... — — — 1

Economic Development
Alberta Opportunity Company provision for doubtful accounts .............. 4 4 3 2

Energy
Provision for doubtful accounts recovery ............................................... — — — (13)

Environmental Protection
Vacation pay .......................................................................................... — — — (1)

Family and Social Services
Provision for doubtful accounts .............................................................. 1 1 1 2
Other provisions ..................................................................................... 1 1 1 2

Health
Provision for Health Care Insurance Premium revenue write-offs ......... 23 22 24 27
Other provisions ..................................................................................... — — — 1

Justice
Vacation pay .......................................................................................... 1 1 — 5

Municipal Affairs
Alberta Social Housing Corporation valuation adjustment and

other provisions ................................................................................... 2 1 1 (2)

Public Works, Supply and Services
Provision for doubtful accounts .............................................................. — — — 4

Transportation and Utilities
Provision for doubtful accounts .............................................................. — — — 4

115 110 132 173
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Valuation Adjustments and Other Provisions
(millions of dollars)

1999-2000 1998-99 1998-99 1997-98
Estimate Forecast Budget Actual
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 At March 31

2000 1999 1998
Estimate Forecast Actual

Liabilities
General Revenue Fund (GRF) ........................................................... 12,743 12,935 13,353
School construction loans ................................................................. 904 1,006 1,110
Alberta Social Housing Corporation .................................................. 655 759 1,042
Less:  GRF holdings of provincial corporations' debt ....................... (796) (714) (595)

Accumulated Debt subject to the Fiscal Responsibility Act ........... 13,506 13,986 14,910

Pension obligations ........................................................................... 4,888 4,896 4,890
Alberta Municipal Financing Corporation debt ................................... 3,258 4,045 4,191
Equity in Alberta Municipal Financing Corporation ............................ 234 280 331
Agriculture Financial Services Corporation debt ............................... 620 603 635
Alberta Opportunity Company debt .................................................... 91 85 77
Accounts and interest payable ........................................................... 1,854 1,750 2,328
Guarantees, indemnities and remissions ........................................ 283 283 283
Other accrued liabilities ..................................................................... 117 117 117
Less:  debt held internally by the Heritage Fund ............................... (595) (854) (1,416)

Total Liabilities ....................................................................................... 24,256 25,191 26,346

Financial Assets
Total Heritage Fund equity ................................................................. 12,026 12,026 12,026
Less:  internal holdings of debt ......................................................... (595) (854) (1,416)

Heritage Fund external investments .................................................. 11,431 11,172 10,610

Medical research and scholarship funds .......................................... 1,112 1,083 1,047
Alberta Municipal Financing Corporation loans ................................ 3,354 3,562 3,991
Other Alberta Municipal Financing Corporation assets .................... 80 600 536
Agriculture Financial Services Corporation loans ............................. 620 603 635
Alberta Opportunity Company loans .................................................. 91 85 77
Farm Credit Stability and Small Business Term Assistance

deposits ........................................................................................... 195 291 447
Equity in commercial enterprises ........................................................ 260 164 135
Other cash, marketable securities and accounts receivable .............. 2,271 2,318 2,889

Total Financial Assets a .......................................................................... 19,414 19,878 20,367

Net Debt ................................................................................................. 4,842 5,313 5,979
Less: pension obligations ..................................................................... (4,888) (4,896) (4,890)

Net Debt (Assets) excluding pension obligations ............................... (46) 417 1,089

a Excludes non-financial assets such as provincially-owned land, buildings, highways, bridges and dams with an estimated book
value of $7.2 billion at March 31, 1999.

b Subject to the Balanced Budget and Debt Retirement Act.
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Net Financial Position
(millions of dollars)

b b
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(millions of dollars)

Accumulated Debt Repayment

1999-2000 1998-99 1997-98
Estimate Forecast Actual

Accumulated debt at the start of the year .................................................................... 13,986 14,910 17,575

Revenue allocated to debt repayment .......................................................................... 463 672 2,639
Cash Sources (Requirements)

Retained surpluses of provincial corporations .......................................................... (155) (132) (358)
Repayment of Farm Credit Stability program deposits .............................................. 100 140 273
Other ............................................................................................................................ 72 244 111

Accumulated Debt Repayment ..................................................................................... 480 924 2,665

Accumulated debt at the end of the year ...................................................................... 13,506 13,986 14,910
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(millions of dollars)

Net Refinancing Requirements

1999-2000 1998-99 1997-98
Estimate Forecast Actual

Refinancing of term debt maturities and redemptions ................................................. 2,480 3,470 3,138
Accumulated Debt Repayment ...................................................................................... (480) (924) (2,665)
General Revenue Fund Cash Requirements (Sources)

Decrease (Increase) in accrued foreign exchange provisions ................................... (80) (300) (160)
Repayment of school board loans .............................................................................. 102 104 188
Financing of provincial corporations' borrowing ......................................................... 225 355 415

Net Refinancing Requirements .................................................................................... 2,247 2,705 916
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                                 At March 31
1999 1998

Forecast Actual

Loans and Advances
Agriculture Financial Services Act ................................................................................. 709 660
Farm Credit Stability Act ................................................................................................ 329 425
Alberta Heritage Savings Trust Fund Act

Ridley Grain Ltd. .......................................................................................................... 137 141
Vencap Acquisition Corporation ................................................................................. 13 12
Alberta Pacific Pulp Mill Project ................................................................................... — 371
Murphy Oil Company Ltd. ............................................................................................ — 38

Alberta Opportunity Fund Act ......................................................................................... 115 103
Alberta Housing Act ....................................................................................................... 41 58
Financial Administration Act

Accountable advances ................................................................................................ 18 25
Centennial Food Corp. ............................................................................................... 14 14
Pratt & Whitney Canada Inc. ....................................................................................... 4 5
Board of Governors, University of Alberta ................................................................... 3 3
University of Calgary Students' Union ........................................................................ 2 2
University of Lethbridge Students' Union ................................................................... 1 2
Implemented guarantees and indemnities ............................................................... 1 1

1,387 1,860

Allowance for doubtful loans, advances, implemented guarantees
 and indemnities:

Alberta Pacific Pulp Mill Project ................................................................................... — (111)
Ridley Grain Ltd. .......................................................................................................... (43) (43)
Other ............................................................................................................................ (43) (38)

(86) (192)

Total Loans and Advances ............................................................................................ 1,301 1,668
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Loans and Advances a

(millions of dollars)

a When a loan is considered to be impaired, accrued interest is no longer included in income.  This does not alter the borrower's
obligation to pay all accrued interest.
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 At  March 31
1999 1998

Forecast Actual

Guarantees
Farm Credit Stability Act .................................................................................................. 330 451
Alberta Housing Act ......................................................................................................... 149 182
Student Loan Act .............................................................................................................. 76 98
Agriculture Financial Services Act ................................................................................... 73 76
Feeder associations ......................................................................................................... 46 44
Agricultural Societies Act ................................................................................................. 5 6
Alberta Opportunity Fund Act ........................................................................................... 3 4
Rural utilities loans ........................................................................................................... 4 5
Centre for Frontier Engineering Research Inc. ................................................................ 3 3
University of Calgary ........................................................................................................ 1 1
Banff Centre for Continuing Education ............................................................................ 1 1
Small Business Term Assistance Act .............................................................................. 1 1
Canadian Airlines International Ltd. ................................................................................. — 11
Pocaterra Development Corporation ............................................................................... — 2
North Saskatchewan River Boat Ltd. ............................................................................... — 1

692 886

Estimated Liability
Loan guarantees .............................................................................................................. (31) (34)
Remissions for student loans ........................................................................................... (10) (10)

(41) (44)

Total Guarantees ............................................................................................................... 651 842
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Guarantees
(millions of dollars)
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Salaries, Intra Inter
Wages and Supplies Grants Internal Financial Amortization Ministry Consolidated Ministry Total
Employee and to Government Transactions of Capital Consolidation Ministry Consolidation Consolidated
Benefits Services Others Transfersa and  Otherb Assets Adjustments Expense Adjustments Expense

Legislative Assembly ................................. 21 13 — — 7 — — 41 — 41

Advanced Education and
   Career Development ............................... 49 96 1,305 — — 1 — 1,451 (95) 1,356
Agriculture, Food and Rural

Development ........................................... 94 45 115 158 352 7 (158) 613 (55) 558
Community Development .......................... 47 23 333 — — 1 — 404 — 404
Economic Development ............................. 18 38 59 735 9 — (6) 853 (664) 189
Education ................................................... 29 39 3,127 — 1 1 — 3,197 — 3,197
Energy ........................................................ 76 50 5 14 — 6 (14) 137 — 137
Environmental Protection .......................... 144 119 74 1 — 26 (1) 363 (45) 318
Executive Council ...................................... 10 4 — — — — — 14 — 14
Family and Social Services ....................... 207 434 824 925 2 3 (925) 1,470 — 1,470
Health ........................................................ 34 78 4,714 — 24 1 — 4,851 — 4,851
Intergovernmental and Aborginal Affairs ... 5 5 24 — — — — 34 — 34
Justice ....................................................... 202 141 26 — 35 1 — 405 — 405
Labour ....................................................... 21 8 — — — — — 29 — 29
Municipal Affairs ........................................ 37 39 151 78 62 27 (78) 316 (62) 254
Public Works, Supply and Services .......... 68 236 121 — — 62 — 487 (35) 452
Science, Research and
  Information Technology ........................... 2 1 126 — — 2 (35) 96 (6) 90
Transportation and Utilities ........................ 40 319 238 — — 101 — 698 (2) 696
Treasury ..................................................... 40 31 39 811 1,697 3 (855) 1,766 (23) 1,743

Total Expense ........................................... 1,144 1,719 11,281 2,722 2,189 242 (2,072) 17,225 (987) 16,238

a Excluding payments for services.
b Including an amount of $48,691 in each ministry for the Minister's salary and $61,354 for the Premier in Executive Council and $21,437 for the Minister responsible for children's services

in Family and Social Services.
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1999-2000 Expense by Function
(millions of dollars)

Agriculture Environment
and Regional Transportation Protection of and Recreation Debt Consolidated

Social Economic Planning and and Persons Resource and General      Valuation Servicing Ministry

Health Education Services Development Development Utilities and Property Conservation Culture Housing Government  Adjustments Costs Expenses

Legislative Assembly .................................... — — — — — — 2 — — — 39 — — 41

Advanced Education and
   Career Development ................................... — 1,376 — — — — — — —    — 7 68 — 1,451

Agriculture, Food and
Rural Development ..................................... — — — 556 — — — — — — — 2 55 613

Community Development ............................... 33 — 198 — — — 4 — 169 — — — — 404

Economic Development ................................. 119 155 — 248 21 72 — 55 146 10 18 4 5 853

Education ....................................................... — 3,197 — — — — — — — — — — — 3,197

Energy ........................................................... — — — 65 — — — 72 — — — — — 137

Environmental Protection ............................... — — — — — — — 363 — — — — — 363

Executive Council .......................................... — — — — 1 — — — — — 13 — — 14

Family and Social Services ........................... — — 1,468 — — — — — — — — 2 — 1,470

Health ............................................................. 4,828 — — — — — — — — — — 23 — 4,851

Intergovernmental and
Aborginal Affairs ........................................ — — — — 28 — — — — — 6 — — 34

Justice ........................................................... — — — — — — 404 — — — — 1 — 405

Labour ........................................................... — — — — — — 29 — — — — — — 29

Municipal Affairs ........................................... — — — — 92 — 34 — — 91 37 2 60 316

Public Works, Supply
and Services .............................................. 115 2 2 2 — — 4 2 1 16 343 — — 487

Science, Research and
  Information Technology ............................... — — — 96 — — — — — — — — — 96

Transportation and Utilities ............................ — — — 21 — 677 — — — — — — — 698

Treasury ........................................................ — 17 — 44 439 — 13 — — — 159 13 1,081 1,766

Inter-Ministry consolidation adjustments ....... (119) (267) — (71) (21) (74) — (100) (146) (21) (56) — (112) (987)

Consolidated Expense ............................. 4,976 4,480 1,668 961 560 675 490 392 170 96 566 115 1,089 16,238



ECONOMIC OUTLOOK



68 - Economic Outlook

Table of Contents
Economic Outlook ........................................................................... 69

List of Tables
Fallout from Asia Continues ......................................................... 74
Dollar Expected to Recover ......................................................... 74
Commodity Prices Have Dropped................................................ 75
Oil Prices Lower in 1998 ............................................................. 75
Natural Gas Prices Strengthen ...................................................... 76
Rig Activity .................................................................................. 76
Non-Conventional Oil Output Growing ....................................... 77
Gas Sales Climb ........................................................................... 77
Grain Prices Soft .......................................................................... 78
Livestock Sector Mixed................................................................ 78
Diversification in Alberta Proceeds .............................................. 79
Tax Revenue Diversifies Even More ........................................... 79
Healthy Economic Growth for Alberta ........................................ 80
Best Job Growth in 1998.............................................................. 80
Alberta Youth Unemployment Falling ......................................... 81
Alberta The Place To Be .............................................................. 81
Employment Growth Forecast to Moderate .................................. 82
Alberta Unemployment Rate Remains Low................................. 82
Inflation to Remain Low .............................................................. 83
Real Alberta Wage Growth .......................................................... 83
Alberta Consumer Spending Robust ............................................ 84
Healthy Alberta Housing Market ................................................. 84
Healthy Medium Term Investment ............................................... 85
A Growing Manufacturing Sector ................................................ 85
Key Energy and Economic Assumptions ..................................... 86
Sensitivities to Fiscal Year Assumptions ...................................... 87
Risks to the Forecast ..................................................................... 87
Oil Price Forecast Benchmark ...................................................... 88
Natural Gas Price Forecast Benchmark ........................................ 88
Canadian Short-term Interest Rate Forecast Benchmark .............. 89
Canadian Long-term Interest Rate Forecast Benchmark .............. 89
Alberta Real Gross Domestic Product Forecast Benchmark ........ 90
Canada/United States Exchange Rate Forecast Benchmark ......... 90
Tracking the Forecasts of Oil Prices ............................................. 91
Tracking the Forecasts of Alberta Real GDP ............................... 91
Announced Major Projects Over $100 million ............................. 92



Economic Outlook -  69

Economic Outlook
Solid Growth for Alberta in 1998

After an exceptionally strong performance in 1997, Alberta’s economy grew 3.1%
in 1998 despite a twelve-year low in oil prices and sharp declines in other
commodity prices, particularly in agriculture.  Alberta continued to post solid gains
in output last year because of our increasingly diversified economy.  Strength in
construction, transportation, business services and high technology industries
resulted in broadly based employment gains.  Alberta’s booming labour market
attracted record numbers of interprovincial migrants.  The box below outlines some
of the key highlights of 1998.

1998 in Review

◆ Alberta’s real Gross Domestic Product is estimated to have increased by
3.1% in 1998. Because of the drop in oil prices, however, the value of
Alberta’s output rose only 0.3%.

◆ Oil prices declined from almost US$23 per barrel in October 1997 to just
under US$11 per barrel in December 1998. As a result,  rig activity was
down 29% from its peak in 1997 and corporate profits fell in the energy
sector.  Non-energy investment, however, appears to have held up well,
with the value of total non-residential building permits up 43%.

◆ Alberta’s increasingly diversified economy created 57,100 new jobs.
Broad-based gains came from the construction, business services,
communications, retail trade and transportation sectors.   Total employment
grew 3.9%, the strongest increase in Canada.  The pace of employment
growth slowed in the fourth quarter, however, and the sharp drop in the
Help Wanted Index suggests that employment growth is likely to continue
slowing in 1999.

◆ Alberta’s unemployment rate averaged 5.7% in 1998, the lowest since
1981, and well below the national unemployment rate of 8.3%.

◆ Average weekly earnings per worker increased by 2.3% in 1998 to
$614.58.  The rate of growth was almost double the national average.

◆ A booming labour market attracted a record total of 46,787 new people to
Alberta from other provinces in the year ending June 30, 1998.  As a
result, Alberta’s population rose by 2.7% in 1998, the fastest in Canada.

◆ Strong population and employment growth helped boost retail sales 4.8%
in 1998, compared to 4.3% growth for Canada overall.  Alberta continues
to have the highest level of retail sales per capita.  Sales have been flat,
however, since the summer of 1998.

◆ After growing by 42% in 1997, Alberta’s housing starts grew by 15% in
1998, the fastest growth among the provinces.  At 27,122 units, housing
starts were at their highest annual level since 1981.

"The key to Alberta's
economic resilience
is diversification,
which has occurred
across a broad range
of industries."

- Chief   Economist,
Scotiabank
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Asia Dominates the Global Outlook

Although Alberta’s economy is faring relatively well, the fallout from the Asian
crisis continues to dominate the global outlook.  The crisis deepened and spread
over the course of 1998, with Russia effectively defaulting on its foreign debt in
August and Brazil going to the International Monetary Fund for a bailout in the fall.
This has led to a series of downward revisions to growth forecasts for the global
economy over the past year.

The crisis also unsettled financial markets.  The Canadian dollar, which had fallen
in response to low commodity prices, hit record lows in August as Russia’s
problems triggered a worldwide flight to quality, in particular, to U.S. dollar assets.
The Bank of Canada reacted to the weakness in the Canadian dollar by raising
short-term interest rates. These increases have since been largely unwound in the
wake of interest rate cuts by the U.S. Federal Reserve, which were intended to calm
financial markets and allay concerns of a global credit crunch.

Overall global prospects remain weak because of the ongoing recession in Japan,
the problems in emerging markets, and financial market volatility.  The outlook for
the United States, Canada and Europe remains relatively good, however, although
growth is expected to slow somewhat.

The U.S. economy is entering its ninth year of economic expansion.  Growth is
expected to moderate slightly to about 3.5% in 1999 from 3.9% in 1998. Weak
export markets are expected to dampen manufacturing activity and investment.
 The strength of the household sector continues to surprise economists, and could
be further fuelled by recent record highs in the stock market.  On the other hand, a
major stock market correction and further fallout from the crisis in Latin America
could weaken growth in the United States.

Low commodity prices and somewhat lower growth in its major trading partners
are expected to reduce Canada’s growth to 2.4% in 1999 from around 3% in 1998.
Both the Organization for Economic Co-operation and Development and the
International Monetary Fund expect Canada to have one of the fastest growth rates
among the major industrialized countries in 1999.

Commodity Price Outlook Remains Weak

Anaemic global growth has been the major factor behind the ongoing weakness in
world commodity prices, and the effects are expected to continue in 1999.  In
addition, oil prices have been weakened by OPEC’s lack of cohesion and current
high inventory levels.

Oil prices dropped steadily from their peak of US$22.76 per barrel in October 1997
and finally bottomed out at US$10.72 per barrel on December 10, 1998.  Prices
have since recovered slightly and oil was trading around the US$12.50 per barrel
mark in late February. Oil prices are forecast to average US$13.50 per barrel for
1998-99 and 1999-2000, and then to recover gradually.  While this is much weaker

The OECD and the
IMF forecast
Canada's economic
growth to be among
the fastest in the G-7
in 1999.
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than the oil price forecast in the 1998 budget, a lower-than-expected Canadian
dollar has offset some of the effects of lower U.S. dollar oil world prices.

Natural gas prices strengthened in 1998 and are expected to advance slightly again
in 1999. Completion of the Northern Border and TransCanada pipeline expansions
at the end of 1998 has allowed Alberta prices to converge with the higher prices
prevailing in U.S. markets. The Alliance project, which is expected to come
onstream in late 2000, will provide another boost to exports. Increased supplies of
Canadian gas in the U.S. market are expected to lead to downward pressure on
U.S. gas prices in 2000-01, which is expected to result in a small decline in Alberta
prices.

Agriculture turned in a mixed performance in 1998. Wheat prices were down
sharply from their 1996 peak, but the impact on farm incomes was partly offset by
the strong performance of other crops, particularly canola.  As a result, total crop
farm cash receipts were down an estimated 7.5% in 1998.  In the livestock sector,
the impact of the collapse in hog prices on farm incomes was more than offset by
gains in cattle receipts.  For the industry as a whole, total farm cash receipts reached
$6.29 billion in 1998, down 1.3% from 1997.  This is the third highest level on
record, and second only to Ontario among the provinces.

Alberta Growth in 1999 Slower But Solid

Despite its greater exposure to low oil prices, Alberta is expected to grow at the
same rate in 1999 as Canada, about 2.4%.  Growth will be led by rising natural gas
sales to the United States because of increased pipeline capacity.  Non-oil and gas
related investment is expected to remain healthy, while the positive effects of
reduced taxes on disposable income should help maintain strength in consumer
spending.

The Alberta GDP deflator, the broadest measure of Alberta output prices, declined
an estimated 2.7% in 1998, largely as a result of the 30% decline in U.S. dollar
world oil prices.  With world oil prices expected to stabilize in 1999, Alberta output
prices are expected to grow by a modest 1.7%, although the aggregate price level
will remain below its average 1997 level. Growth in the nominal value of Alberta’s
output is forecast at 4.2%.

The Alberta economy is expected to create an additional 29,000 new jobs in 1999,
an increase of 1.9%.  The strongest sectors are expected to be business services and
construction.  Growth in the labour force, however, is expected to outpace
employment growth because of continued strong interprovincial migration.  The
unemployment rate is thus projected to rise slightly to 6%. As growth slows in
Canada, the national unemployment rate is also expected to rise slightly to 8.2%
from its current level of 7.8%.

Growth in pre-tax personal income is expected to slow from 5.0% in 1998 to 3.9%
in 1999 because of slower employment and wage growth.  With the complete
elimination of the 3% federal surtax on July 1, and federal and provincial increases
in the basic exemption, after-tax personal income  is expected to grow by  4.6% in
1999.  The tax cuts, along with continued net in-migration and low interest rates,

"The (Conference)
Board's numbers
reflect the fact that
business investment
will drive growth in
this province in the
coming years."

- Dean of Business,
University of
Alberta
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are expected to lead to growth in nominal consumer spending of about 3.8% as the
savings rate rises to more normal levels.  Residential construction is also expected to
slow from near-record levels, with housing starts in Alberta falling by 9.3% to
24,600 units.

Continued low oil prices are expected to dampen growth in real business
investment to around 3% in 1999, down from an estimated 4.8% in 1998.
Although spending on conventional oil exploration and development will fall, the
effects will be partially offset by continued high levels of spending on non-
conventional oil projects, which are driven by the need to reduce costs and replace
supply.   Strong natural gas prices will also help moderate the decline in drilling
activity.  Total oil and gas investment is thus expected to fall by 5.1% in 1999, after
dropping an estimated 13.5% in 1998.

Business investment will also be supported by several non-energy-related projects
in the petrochemical ($2.8 billion proposed) and forestry ($1.2 billion proposed)
sectors, as well as a significant amount of institutional, industrial and commercial
construction activity currently underway.  Non-residential building permits were up
43% in 1998, led by an 82% rise in commercial building permits and a 52% rise in
institutional permits.  Growth in real non-energy business investment is nonetheless
expected to moderate from an estimated 30% in 1998 to around 11% in 1999.

For 1999, prospects for Alberta’s agricultural sector are expected to improve, with
continued growth in the cattle sector, and a moderate recovery for grains and hogs.
Total farm cash receipts are expected to be slightly higher than in 1998.

The performance of the manufacturing sector was mixed in 1998.  Investment
within the sector was strong, buoyed by the expansion of petrochemical facilities.
Real manufacturing exports were weak, however, due to low prices for
petrochemicals and pulp and paper products, as well as reduced energy sector
activity. This sector is expected to rebound in 1999, with real exports increasing
3.6%.

Investment and Trade Expected to Rebound
over the Medium Term

Growth is expected to strengthen over the medium term, led by investment and
exports. Over the medium-term, energy investment is expected to rebound to an
average growth rate of 5.7% per year as oil prices recover.  High levels of non-
energy related investment should continue, with growth averaging 5.6% over the
medium term. This will generate construction jobs over the next several years, as
well as permanent jobs when production starts up. Exports should be boosted by
production from newly completed oilsands, petrochemical plants and pipeline
facilities.

Despite the current weakness in oil prices, plans to invest over $21 billion to
develop new oil sands projects and expand existing facilities over the next 5 to 10
years have been announced.  Technological improvements and the generic
provincial royalty regime for new oilsands projects have been major factors
underlying this unprecedented increase in planned oil sands investment.  In

Alberta "has
genuinely  taken
advantage of the free
trade agreement to
obtain strong
international
footholds."

- Director
Western Centre for
Economic Research
University of
Alberta
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addition, the anticipated increase in bitumen and synthetic crude oil production is
expected to require expanded pipeline infrastructure to new markets.  Pipeline
projects totalling over $6 billion have also been proposed.

As a result, oil and gas exports are expected to rise significantly over the forecast
period.  Production of bitumen and synthetic crude oil is expected to increase by
over 40% over the next four years, more than offsetting anticipated declines in
Alberta’s conventional oil production.  By 2002, non-conventional sources are
expected to account for over 50% of Alberta’s oil production.  Oil exports are
expected to increase 10% in 2002, when the additional synthetic production comes
onstream.  Natural gas exports are expected to increase by about 6% in 2001, as
additional pipeline capacity becomes available.

Alberta’s manufacturing sector will continue to be a major contributor to the
Alberta economy over the medium term.  Growth in new manufacturing investment
is expected to slow from the current rapid pace, reflecting the completion of several
projects by 2000.  The completed projects, however, will lead to an average of 4%
annual growth in exports of value-added products over the medium term.  The
increase in value-added exports is expected to come from sectors such as advanced
technology products, food processing, forest products, and petrochemicals.

In addition to the $500 million in tax cuts implemented since 1993, this budget
announces a major re-structuring of Alberta’s personal income tax system, which
will continue to strengthen the Alberta Advantage.  Restructuring the personal
income tax system will have far-reaching effects on economic performance over the
medium term as the changes are phased in. Reducing personal tax rates increases
the returns from working and encourages more people to enter the labour force.  It
will help Alberta attract and retain highly skilled, highly mobile workers who might
otherwise be tempted to move to lower tax jurisdictions, particularly in the United
States.  International experience also suggests that countries with lower tax rates
tend to grow more quickly.

Alberta’s low unemployment rate relative to Canada’s will also continue to attract
job seekers from other provinces.  The new Albertans will need housing and
consumer goods and services.  Their spending will encourage business to expand
and create more jobs.

All this will translate into solid economic growth over the medium term.  The
Alberta economy is forecast to grow by an average of about 4% per year between
2000 and 2002. Growth is expected to approach 5% in 2002 when the new tax plan
is fully phased in, due to the combined effects of the tax cuts, increased production
of non-conventional oil, and a strong rebound in energy investment.  Employment
over this period is expected to grow by an average of 2.4% per year.

Tables are provided at the end of this section that set out Treasury’s economic
assumptions and benchmarks them to private sector forecasts.  The Alberta
government’s economic growth forecast for 1999 is somewhat above the private
sector average, as it takes into account recent budget initiatives by the federal and
Alberta governments and the unexpected strength of the U.S. economy at the end
of 1998.

"We see Alberta's
economy as being
one of the top
performers in
Canada...That comes
in spite of the
downturn in oil
prices and reflects the
fact that the
province's economic
fundamentals are
very, very strong."

- Senior Vice
President,
Investment Dealers
Association of
Canada



74 - Economic Outlook

◆ Although Alberta has fared quite well,
the fallout from the Asian crisis continues
to dominate the global outlook.

◆ Deep recessions in Japan and Southeast
Asia have weakened the global demand
for commodities and put downward
pressure on prices.

◆ Although growth is expected to slow in
Europe and North America, the outlook
remains generally favourable because of
the strong momentum in the United
States.

◆ Trade is vital to Alberta’s economy.
Fortunately, most of our exports go to the
rest of Canada and the United States.

◆ Despite the spillover effects of the Asian
crisis on world financial markets,
Canadian interest rates have remained
relatively low because of Canada’s
sound fundamentals – low inflation and
success in eliminating federal and most
provincial government deficits.

◆ Good fundamentals are also expected to
lead to a stronger Canadian dollar as
global growth picks up and oil prices
recover.

Canadian Dollar

90 day 
Treasury Bill

Canadian Dollar Expected to Recover

 
Source:  Bank of Canada and Alberta Treasury
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◆ With the sharp slowdown in world
output growth that began in Southeast
Asia in 1997, global commodity prices
have dropped.

◆ Commodity prices are unlikely to recover
significantly until global output growth
strengthens in 2000.

◆ Oil prices have been hit hard, falling from
almost US$23 per barrel in late 1997 to a
recent low of just under US$11 per
barrel, their lowest level in the past 12
years.

◆ In addition to the slowdown in global
demand, oil prices have been hurt by the
lack of cohesion among OPEC producers
and continued uncertainties over Iraqi
production.

◆ These factors are likely to keep prices low
in the near future.  Oil prices are expected
to  average US$13.50 per barrel in the
1999-2000 fiscal year, the same as in
1998-99.

◆ Prices are expected to recover slowly
over the forecast period to US$16.75 per
barrel by 2001-02.

Oil Prices Lower in 1998

Source:  Alberta Energy
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◆ Natural gas prices have been relatively
strong despite the overall weakness in
commodity prices.

◆ With the recent expansion of pipeline
capacity and the rising exports to the
United States, the Alberta Reference
price for natural gas is expected to
remain strong, averaging about $2.00 per
mcf over the forecast period.

◆ The number of rigs drilling in Alberta
declined by 29% in 1998 to 218 rigs,
reflecting a sharp drop in oil drilling.
This was still similar, though, to the
average number of rigs drilling over the
1994-1996 period.

◆ Companies have shifted their focus to
drilling for natural gas as rising natural
gas prices and new pipeline capacity have
made gas more attractive.

◆ However, the increase in gas-directed
drilling has not offset oil-related declines.

Rig Activity

Source: Alberta Energy
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◆ Investment in non-conventional oil
projects is expected to proceed despite
low prices since new technologies can
significantly reduce operating costs.
Companies must also invest in order to
maintain production.

◆ Syncrude and Suncor expansion plans
should boost total oil production by 10%
in 2002 when projects are completed.

◆ Total oil production is forecast to fall by
2.5% in 1999, mainly due to the fall in
conventional oil production.  It is
expected to grow over the 2000-2002
period because of rising non-
conventional oil production.

◆ In 1998, Alberta natural gas sales
increased by an estimated 2.8%.  The
increase was led by a 5.9% increase to
other Canadian provinces.  Exports to
the United States increased by 2.5%, but
sales in Alberta declined marginally,
reflecting mild winter weather in 1998.

◆ In 1999, total gas sales are expected to
rise by 7.9% as completion of the
Northern Border and TransCanada
pipeline expansions in late 1998 boost
gas exports to the United States.

◆ Over the medium term, natural gas sales
are expected to remain strong, rising by
an average of about 4% per year.  The
1.3 bcf per day Alliance pipeline is
expected to come onstream in late 2000.

Non-Conventional Oil Output Growing

Source: Alberta Energy
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◆ Grain prices have declined sharply since
their peak in 1996, reflecting weaker
global demand (especially in South East
Asia) and higher global output.

◆ Total farm cash receipts from crops
declined 7.5% in 1998, as the impact of
lower wheat prices was partially offset by
the strong performance of other crops,
particularly canola.

◆ Over the medium term, rising world
demand is expected to firm up grain
prices, despite increased supply.

◆ Despite the collapse in hog prices, farm
cash receipts for livestock are estimated
to have risen 1.9% in 1998 because of
strong gains in the cattle sector.

◆ Overall farm cash receipts are estimated
at $6.29 billion in 1998, down 1.3%
from 1997.  This is 2.7% below the
record set in 1996, and second only to
Ontario among the provinces.

Livestock Sector Mixed

Source: Alberta Agriculture, Food and Rural Development
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◆ Increasing diversification has made the
Alberta economy less dependent on
commodities than it was in the 1970s
and early 1980s.  The manufacturing
and services sectors have gained
considerably.

◆ The share of agriculture in the economy
has not changed much since the mid-
1980s.  The energy sector has dropped
significantly.

◆ The growing importance of
manufacturing and services is also
reflected in their rising share of corporate
income tax payments.

◆ Corporate income tax paid by the
manufacturing sector has increased from
under 10% to over 20% of the total.

◆ The share of the energy sector has
declined from 60% of the total to 20%.

◆ The service sector has almost doubled its
share of the total corporate income tax
paid from 30% to 55%.

◆ Since the service sector tends to be more
stable, provincial corporate income tax
revenue should become more stable over
time.

Diversification in Alberta Proceeds
Nominal GDP by Industry

Source: Alberta Treasury
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◆ In 1998, Alberta employment increased
by 57,100 jobs, or 3.9%, well above the
national average of 2.8%.  Alberta led the
country in employment growth in 1998.

◆ Alberta, with 9.6% of Canada's
population, created 15% of Canada's jobs
in 1998.

◆ In December 1998, a record 1.533 million
Albertans were employed.  Almost 80%
of these jobs were full-time.

◆ Alberta’s increased diversification
contributed to a healthy 3.1% growth in
1998, similar to the rate for Canada as a
whole.

◆ In 1999, continued weakness in the oil
patch and slower growth in major
markets are expected to moderate
Alberta’s growth to 2.4%, the same as
the national rate.

◆ The main sources of strength are
expected to be natural gas exports,
boosted by increased pipeline capacity
and continued healthy non-energy
investment. Lower taxes should maintain
strength in consumer spending.

◆ The average private sector forecast is for
Alberta to grow by 2.1% in 1999.  The
forecasts range from a low of 1.2% to a
high of 2.8%.

Best Job Growth in 1998

Source: Statistics Canada 
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◆ Alberta’s youth unemployment rate has
been consistently below the national
average.  Alberta has the lowest youth
unemployment among the provinces.

◆ Alberta’s 1998 youth unemployment rate
was 10.6%, the lowest since 1981.  It has
been trending down since the early
1990's.

◆ Since 1993, Alberta youth employment
has grown by a total of 34,000, or almost
16%.

◆ Alberta’s robust economy and low taxes
have attracted increasing numbers of
other Canadians to our province.

◆ Net interprovincial migration totalled
46,787 in the year ending June 30, 1998,
the highest on record.

Alberta Youth Unemployment Falling

Source: Statistics Canada 
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◆ Employment growth is expected to
moderate from its exceptionally strong
pace of the last few years to 1.9% in
1999, reflecting the slowdown in
Alberta's economy.

◆ In the medium term, employment in
Alberta is forecast to grow at an average
rate of 2.4% per year.

◆ Approximately 140,000 jobs are
expected to be created between the years
1998 and 2002.

◆ Alberta’s unemployment rate averaged
5.7% in 1998, the lowest since 1981.

◆ The unemployment rate is expected to
rise slightly this year as employment
growth slows and the labour force
continues to grow.  After this near term
rise, the unemployment rate is expected to
fall to 5.3% by 2002.

◆ Throughout the forecast period, Alberta’s
unemployment rate will be much lower
than that for Canada as a whole.  It is also
expected to remain low by historical
standards.

Alberta's Unemployment Rate Remains Low 

Source:  Statistics Canada and Alberta Treasury
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◆ Alberta’s inflation, as measured by the
Consumer Price Index, averaged 1.1% in
1998, slightly higher than the Canadian
average of 1%.

◆ Inflation is expected to remain low,
averaging 1.7% over the forecast period.
In the short-term,  the weakness in
commodity prices will help keep inflation
low.  In the medium-term, the effects of
higher  commodity prices will be largely
offset by a rising dollar.

◆ Alberta’s strong labour market
performance and low inflation have
resulted in improvements in real wages.

◆ Over the 1999-2002 period, wages are
forecast to increase by an average of
2.8% per year, about 1 percentage point
higher than inflation.

◆ Growth in wage settlements has been
similar in the public and private sectors
since 1997.

Real Alberta Wage Growth

Source: Statistics Canada and Alberta Treasury
1992 1994 1996 1998 2000 2002

-2

0

2

4

6

(per cent change)

Average Wage Inflation

Inflation to Remain Low

 
Source:  Statistics Canada 

1992 1993 1994 1995 1996 1997 1998 1999
0

1

2

3

4

5

6

Alberta Consumer Price Index (per cent change)



84 - Economic Outlook

◆ Wage gains and strong employment
growth contributed to an estimated 5%
rise in total personal income in 1998.
Consumer spending increased by an
estimated  4.7%.

◆ In 1999, pre-tax personal income is
expected to grow somewhat more
slowly, at 3.9%.

◆ Provincial and federal tax cuts, however,
are expected to lead to a 4.6% increase
in after-tax income in 1999.  Consumers
are expected to increase their spending
by 3.8% this year.

◆ Employment growth, moderate wage
gains and lower taxes are expected to
keep disposable income growth at 5 to
6% over the medium term.  Consumer
spending is expected to grow at about
the same rate.

◆ In 1998, housing starts in Alberta rose by
15% to 27,122.  By comparison, starts at
the national level fell 6.5%.

◆ Following three strong years of growth,
housing starts in 1999 are expected to fall
to 24,600 units.

◆ Over the medium term, housing starts in
Alberta are expected  to grow to over
30,000 units by 2002.

◆ The continued increase in population,
employment and wages along with
historical low interest rates account for
the strength in Alberta’s housing sector.

Healthy Alberta Housing Market 

Source:  CMHC and Alberta Treasury
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◆ Alberta’s strong fundamentals and
increasing diversification have created a
favourable climate for business
investment.  In 1998, real business
investment grew by an estimated 4.8%,
even though investment in the oil and gas
sector fell by an estimated 13.5%.

◆ With oil prices assumed to average
US$13.50 per barrel in 1999-2000,
investment in exploration and
development drilling is expected to
remain weak.

◆ Over the 2000-2002 period, energy
investment is expected to increase by
almost 6% per year on average as oil
prices recover.

◆ Alberta’s manufacturing sector has
grown substantially since the 1980s.

◆ In 1998, the nominal value of shipments
fell by 4%, largely due to declines in the
primary metals and petroleum and coal
sectors.

◆ Alberta had the fourth highest level of
manufacturing shipments among the
provinces in 1998.

◆ Real manufacturing exports are expected
to grow by about 4% per year over the
forecast period.

Healthy Medium Term Investment

Source:  Statistics Canada and Alberta Treasury
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1996-97 1997-98 1998-99 1999-2000 2000-01 2001-02
Fiscal Year Assumptions Actual Actual

Prices
Oil price
WTI (US$/bbl) ........................................ 22.84 18.93 13.50 13.50 15.25 16.75
Alberta wellhead (Cdn$/bbl) ................... 27.91 22.25 16.20 15.92 18.57 19.99

Natural gas price
Alberta wellhead (Cdn$/mcf) .................. 1.77 1.86 1.97 2.02 1.93 2.01

Exchange rate
(US¢/Cdn$) ............................................ 73.5 72.1 66.7 66.8 67.9 70.1

Production
Crude oil and equivalent
(000’s barrels/day) ................................. 1,544 1,554 1,558 1,531 1,569 1,647

Natural gas
(billions of cubic feet) ............................. 4,865 5,216 5,355 5,748 5,980 6,278

Interest rates b

3-month Canada treasury bills ................. 3.81 3.50 4.85 4.75 4.75 4.75
10-year Canada bonds ............................. 7.00 6.00 5.25 5.25 5.25 5.25

a As required by the Government Accountability Act.

b For debt servicing calculations, appropriate Alberta spreads are applied to Government of Canada yields.

Calendar Year Assumptions 1997 1998 1999 2000 2001 2002
Actual

Gross Domestic Product
Nominal (millions of dollars) ..................... 101,844 102,149 106,444 112,228 119,507 128,045
per cent change ..................................... 8.3 0.3 4.2 5.4 6.5 7.1

Real (millions of 1986 dollars) .................. 94,404 97,349 99,720 103,174 107,497 112,886
per cent change ..................................... 7.2 3.1 2.4 3.5 4.2 5.0

Other Indicators
Employment (thousands) ......................... 1,457 1,514a  1,543 1,576 1,614 1.656
per cent change ..................................... 3.1 3.9a 1.9 2.1 2.4 2.6

Unemployment rate (per cent) ................. 6.0 5.7a 6.0 5.8 5.6 5.3
Housing starts (number of units) .............. 23,671 27,122a 24,600 25,900 28,100 30,300
Consumer Price Index (per cent change) . 2.1 1.1a 1.6 1.7 1.7 1.9
Population (thousands) ............................ 2,836 2,913a 2,981 3,043 3,104 3,168
per cent change ..................................... 2.0 2.7a 2.4 2.1 2.0 2.1

a Actual
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Sensitivities to Fiscal Year Assumptions, 1999-2000

            Sensitivities a ($ millions)

Change Revenue Spending Net Change

Oil Price (WTI US$/bbl) .............................. -$1.00 -135 — -135
Natural Gas Price (Cdn$/mcf) ..................... -10¢ -167 — -167
Exchange Rate (US¢/Cdn$) ....................... +1¢ -63 -35 -28
Interest Rates ............................................ +1% +5 +28 -23
Real Gross Domestic Productb ................... -1% -88 — -88

a Sensitivities are based on current assumptions of prices and rates and show the impact for a full 12 month period.  Sensitivities can
vary significantly at different price and rate levels.  The interest rate sensitivity is also affected by the timing of changes during the
fiscal year.

b Net change in income taxes and the Canada Health and Social Transfer.
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UPSIDE RISKS

◆ Economic growth may be stronger than expected in the United States and the rest of Canada.  The recent strong
performance of the U.S. economy suggests that the long-expected slowdown may be delayed yet again.  This would
spillover into Canada, and would bode well for Alberta's exports.

◆ The global economic recovery may be earlier and stronger than anticipated, leading to a faster recovery in commodity
prices.  Alberta would benefit through increased energy sector activity and higher resource and taxation revenue.

DOWNSIDE RISKS

◆ If the United States continues to grow at an unsustainable pace, the U.S. Federal Reserve may be forced to increase
interest rates to dampen inflationary pressures.  This would put upward pressure on Canadian interest rates, thereby
dampening economic activity in Canada and Alberta and raising debt-servicing costs for the province.

◆ A sharp correction in U.S. equity markets.  There are concerns that the stock market in the United States is
overvalued, and that a consequent correction would hurt confidence and reduce consumer spending, which has
recently been the mainstay of the current expansion.  Weaker economic activity in the United States would also
spillover into Canada and Alberta.

◆ Renewed volatility in world financial markets might lead the Bank of Canada to raise interest rates to defend the value
of the Canadian dollar.  If sustained, this would hurt confidence, reduce economic activity and increase debt-servicing
costs.

◆ A delayed recovery in the global economy could have a negative impact on commodity prices, which could dampen
Alberta's medium term investment outlook as projects are either delayed or suspended, and drilling activity fails to
recover.  Alberta's fiscal position should be relatively stable given the legal requirement to have an economic cushion
to help protect against the risk of lower energy prices.

Risks to the Forecast
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Organization 1999 2000 2001 2002

National Forecasting Agencies

Conference Board of Canada (Dec/98) ................................................................. 11.17 12.86 15.60 17.08
Standard and Poor's DRI (Feb/99) ......................................................................... 14.43 15.53 16.28 17.05
The WEFA Group (Jan/99) ...................................................................................... 13.62 15.43 16.35 17.34

Investment Houses

BT Bank (Feb/99) .................................................................................................... 11.48 14.04 15.56 16.46
CS First Boston (Feb/99) ........................................................................................ 15.75 17.50 20.00 n.a.
Goldman Sachs (Feb/99) ....................................................................................... 14.50 16.50 n.a. n.a.
JP Morgan (Jan/99) ................................................................................................. 14.50 17.50 n.a. n.a.
Lehman Brothers (Feb/99) ..................................................................................... 14.00 16.00 16.00 16.00
Peters & Co. Limited (Feb/99) ................................................................................ 12.50 16.00 n.a. n.a.
RBC Dominion Securities (Feb/99) ....................................................................... 15.00 17.00 n.a. n.a.

Industry Analysts

ARC Financial Corporation (Feb/99) ...................................................................... 14.50 17.00 19.00 21.00

High ............................................................................................................................ 15.75 17.50 20.00 21.00
Low ............................................................................................................................. 11.17 12.86 15.56 16.00
Average ....................................................................................................................... 13.77 15.94 16.97 17.49
Alberta Government (calendar year) ....................................................................... 13.00 14.84 16.40 17.95
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(West Texas Intermediate, US$/bbl)

Oil Price Forecast Benchmark

Natural Gas Price Forecast Benchmark
Alberta Average Wellhead Gas Price (Cdn$/mcf)

a Futures price

Organization 1999 2000 2001 2002

ARC Financial Corporation (Feb/99) ......................................................................... 2.25 2.42 2.48 2.43
Gilbert Lausten Jung Associates (Jan/99) ............................................................... 2.25 2.25 2.25 2.30
Levesque Beaubien Geoffrion (Jan/99) .................................................................... 2.30 2.30 n.a. n.a.
Merrill Lynch (Dec/99) ................................................................................................ 2.20 2.10 n.a. n.a.
Peters & Co. Limited (Feb/99) .................................................................................. 2.25 2.50 n.a. n.a.
RBC Dominion Securities (Jan/99) .......................................................................... 2.35 2.35 n.a. n.a.

High ........................................................................................................................... 2.35 2.50 2.48 2.43
Low ............................................................................................................................ 2.20 2.10 2.25 2.30
Average ...................................................................................................................... 2.27 2.32 2.37 2.37
Alberta Government (calendar year) ...................................................................... 2.02 1.91 1.96 2.02

a
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Organization 1999 2000 2001 2002

National Forecasting Agencies

Conference Board of Canada (Dec/98) ........................................... 5.31 5.88 6.49 6.50
Standard and Poor's DRl (Feb/99) ................................................... 5.36 5.35 5.23 5.14
The WEFA Group (Dec/98) ............................................................... 5.24 5.47 5.55 5.70

Banks

Bank of Montreal (Feb/99) ................................................................ 5.58 5.96 5.60 5.10
Canadian Imperial Bank of Commerce (Feb/99) ............................ 5.21 5.91 n.a. n.a.
Royal Bank (Feb/99) ......................................................................... 5.70 6.00 6.50 6.50
Scotiabank (Feb/99) ......................................................................... 5.00 5.45 6.15 6.20
Toronto Dominion (Feb/99) .............................................................. 5.10 5.60 n.a. n.a.

Investment Dealers

CIBC Wood Gundy (Jan/99) ............................................................. 5.18 5.75 n.a. n.a.
Nesbitt Burns (Feb/99) ..................................................................... 4.90 4.40 4.80 5.10

High ...................................................................................................... 5.70 6.00 6.50 6.50
Low ....................................................................................................... 4.90 4.40 4.80 5.10
Average ................................................................................................. 5.26 5.58 5.76 5.75
Alberta Government (calendar year) ................................................. 5.25 5.25 5.25 5.25

Organization 1999 2000 2001 2002

National Forecasting Agencies

Conference Board of Canada (Dec/98) ........................................... 4.70 5.24 6.06 5.91
Standard and Poor's DRI (Feb/99) ................................................... 4.92 4.83 4.60 4.46
The WEFA Group (Dec/98) ............................................................... 4.57 4.92 5.02 5.02

Banks

Bank of Montreal (Feb/99) ................................................................ 4.88 5.00 5.00 4.50
Canadian Imperial Bank of Commerce (Feb/99) ............................ 4.81 5.60 n.a. n.a.
Royal Bank (Feb/99) ......................................................................... 4.80 5.25 5.50 5.50
Scotiabank (Feb/99) ......................................................................... 4.55 4.75 5.40 5.55
Toronto Dominion Bank (Feb/99) ..................................................... 4.60 4.90 n.a. n.a.

Investment Dealers

CIBC Wood Gundy (Jan/99) ............................................................. 4.56 4.93 n.a. n.a.
Nesbitt Burns (Feb/99) ..................................................................... 4.50 4.00 4.00 4.50

High ...................................................................................................... 4.92 5.60 6.06 5.91
Low ....................................................................................................... 4.50 4.00 4.00 4.46
Average ................................................................................................. 4.69 4.94 5.08 5.06
Alberta Government (calendar year) ................................................. 4.75 4.75 4.75 4.75
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Canadian Short-Term Interest Rate Forecast Benchmark
(3-month Canadian Treasury Bills)
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Canadian Long-Term Interest Rate Forecast Benchmark
(10-Year Government of Canada Bond Yield)



90 - Economic Outlook

Organization 1998 1999 2000 2001 2002

National Forecasting Agencies

Conference Board of Canada (Feb/99) .............................. 2.1 1.5 2.8 3.0 3.4
Standard and Poor's DRI (Jan/99) ...................................... 3.2 1.2 2.7 3.4 3.6
The WEFA Group (Jan/99) ................................................. 3.8 2.2 3.0 2.7 2.6

Banks

Bank of Montreal (Nov/98) ................................................. 4.5 2.8 3.4 n.a. n.a.
Canadian Imperial Bank of Commerce (Feb/99) .................. 3.2 2.7 3.2 n.a. n.a.
Royal Bank (Nov/98) .......................................................... 4.2 2.5 2.7 n.a. n.a.
Scotiabank (Jan/99) ........................................................... 3.5 2.5 2.8 n.a. n.a.
Toronto Dominion Bank (Jan/99) ........................................ 3.6 1.7 2.7 n.a. n.a.

Other

Canada Mortgage and Housing Corporation (Feb/99) ......... 3.5 2.4 2.8 n.a. n.a.
Nesbitt Burns (Dec/98) ...................................................... 2.5 1.9 1.0 n.a. n.a.

High ....................................................................................... 4.5 2.8 3.4 3.4 3.6
Low ....................................................................................... 2.1 1.2 1.0 2.7 2.6
Average ................................................................................. 3.4 2.1 2.7 3.0 3.2
Alberta Government (calendar year) ............................... 3.1 2.4 3.5 4.2 5.0

Organization 1999 2000 2001 2002

National Forecasting Agencies

Conference Board of Canada (Dec/98) ................................................... 65.23 66.84 68.03 68.97
Standard and Poor's DRl (Feb/99) ........................................................... 67.24 67.42 68.86 70.39
The WEFA Group (Dec/98) ..................................................................... 68.80 71.20 71.40 71.60

Banks

Bank of Montreal (Feb/99) ...................................................................... 66.40 66.40 68.49 70.42
Canadian Imperial Bank of Commerce (Feb/99) ....................................... 66.59 67.03 n.a. n.a.
Royal Bank (Feb/99) ............................................................................... 70.42 71.43 72.46 73.53
Scotiabank (Feb/99) ............................................................................... 66.80 69.50 71.00 72.00
Toronto Dominion Bank (Feb/99) ............................................................. 66.80 69.50 n.a. n.a.

Investment Dealers

CIBC Wood Gundy (Jan/99) .................................................................... 65.93 68.30 n.a. n.a.
Nesbitt Burns (Feb/99) ........................................................................... 67.30 68.50 70.00 68.00

High ............................................................................................................ 70.42 71.43 72.46 73.53
Low ............................................................................................................ 65.23 66.40 68.03 68.00
Average ...................................................................................................... 67.15 68.61 70.03 70.70
Alberta Government (calendar year) .................................................... 66.60 67.60 69.50 71.20
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Alberta Real Gross Domestic Product Forecast Benchmark
(per cent change)
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Canada/United States Exchange Rate Forecast Benchmark
(US¢/Cdn$)
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How Did What They Were What They Are
Organization They Do Saying About 1999 Saying About 1999

1998a in Budget '98 b in Budget '99 b

Actual .......................................................................... 14.40
ARC Financial Corporation ......................................... +4.10 19.25 14.50
BT Bank ....................................................................... +2.83 18.21 11.48
Conference Board of Canada ..................................... +4.41 19.42 11.17
CS First Boston ........................................................... +5.60 18.50 15.75
Goldman Sachs .......................................................... +4.10 18.50 14.50
JP Morgan .................................................................... +3.37 19.00 14.50
Lehman Brothers ........................................................ +4.60 19.00 14.00
Peters & Co. Limited ................................................... +4.60 19.00 12.50
RBC Dominion Securities ........................................... +3.10 18.00 15.00
Standard and Poor's DRI ............................................ +4.18 18.44 14.43
The WEFA Group ......................................................... +5.91 20.93 13.62

Absolute Average ......................................................... 4.25 18.93 13.77
Alberta Government ................................................... +2.80 18.40 13.00

a This compares an organization's forecast for 1998 at the time of Budget '98 to what actually happened.
A minus sign indicates underestimation; a plus sign indicates overestimation.

b This shows how the forecast for 1999 has changed over the last year.
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How Did What They Were What They Are
Organization They Do Saying About 1998 Saying About 1998

1997a,b in Budget '98 c in Budget '99 c

Actual .......................................................................... 7.2
Bank of Montreal .......................................................... -2.4 4.5 4.5
Canada Mortgage and Housing Corporation ............. -2.1 4.0 3.5
Canadian Imperial Bank of Commerce ...................... -2.9 4.1 3.2
Conference Board of Canada ..................................... -2.6 3.4 2.1
Nesbitt Burns ............................................................... -1.7 5.3 2.5
Royal Bank .................................................................. -3.0 3.7 4.2
Scotiabank ................................................................... -2.2 3.8 3.5
Standard and Poor's DRI ............................................ -2.5 4.2 3.2
Toronto Dominion Bank .............................................. -2.0 3.9 3.6
The WEFA Group ......................................................... -2.5 2.3 3.8

Absolute Average ......................................................... -2.4 3.9 3.4
Alberta Government (calendar year) ........................ -1.7 4.6 3.1

a This compares an organization's forecast for 1997 at the time of Budget '98 to what actually happened.    A minus sign indicates
underestimates and a plus sign indicates overestimates.

b 1997 is the latest year for actual real GDP data.

c This shows how the forecast for 1998 has changed over the last year.

West Texas Intermediate (US$/bbl, calendar year)

(per cent change)

Tracking the Forecasts of Alberta Real GDP
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Tracking the Forecasts of Oil Prices
West Texas Intermediate (US$/bbl, calendar year)
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OIL AND GAS

Alberta Energy Wabasca In situ Bitumen Project $300 1997-2000

Cold Lake/Foster Creek SAGD Pilot Plant Expansion $200 1998-2000

Amoco Canada & Alberta Empress Natural Gas Liquids Extraction Plant $120 1998-1999
  Natural Gas Company

Amoco Canada Petroleum Brintnell In situ Bitumen Project $100 1996-2000

Primrose and Wolf Lake Heavy Oil Development Expansion $500 1998-2000

Canadian Natural Resources Beartrap, Charlotte and Pelican In situ Bitumen Projects $800 1997-2002
  Lakes

Centurian Gas Liquids Inc. Express-Fort Saskatchewan Straddle Plant and Pipeline Project $170 Proposed

Gulf Canada Resources Surmont SAGD Bitumen Project $1,100 1999-2005

Husky Oil Lloydminster Upgrader Expansion $500 1999-2001

Imperial Oil Cold Lake In situ Bitumen Plan Expansion $250 1996-1999
  Phases 1-10

Cold Lake In situ Bitumen Plant Expansion $500 2002+
  Phases 11-13

Cold Lake In situ Bitumen Plant Expansion $300 2003+
  Phases 14-15

Sundre area Straddle Plant and Pipeline Expansion $250 1999-2000

Japan Canada Oil Sands Hangingstone SAGD Bitumen Project $200 1997-2001

Koch Exploration/United Fort Hills Oilsands Mining and Extraction Plant $1,000 1998-2005
  Tri-Star Resources

Mobil Oil Canada Kearl Lake Oilsands Mine & Extraction Facility $1,000 2000-2003

Kearl Lake Bitumen Upgrader $1,500 2000-2003

Bonnyville-Iron River In situ Bitumen Plant $100 2005

Murphy Oil Lindbergh In situ Bitumen Project $157 1996-1999

Norcen Energy Resources Provost and Lindbergh In situ Bitumen Projects $440 1996-1999+

Pan Canadian Petroleum Elk Point In situ Bitumen Project $100 1996-2000

Christina Lake In situ Bitumen Project $370 2000-2003+

Petro Canada MacKay River SAGD Bitumen Project $175 1998-2007
  Phases 1-3

Company Name Location Type of Project Cost Timing
($millions)
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Announced Major Projects Over $100 Million
Proposed or Under Construction
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OIL AND GAS (continued)

Ranger Oil Limited Lindbergh In situ Bitumen Expansion $225 1996-2000+

Shell Canada Peace River In situ Oilsands Expansion $120 1998-2002

Strathcona County Bitumen Upgrader $2,000 1999-2003

Shell Canada/BHP Minerals Muskeg River Oilsands Mine & Extraction Facility $1,300 1998-2003
  Canada Ltd.

Suncor Primrose/Burnt Lake In situ Bitumen Expansion $100 1999-2000

Fort McMurray Project Millennium $190 1997-2001+

Fort McMurray Project Millennium - Oilsands $2,000 1999-2001
  Expansion

Syncrude Canada Fort McMurray North Mine -Debottleneck 1 $500 1996-1999

Fort McMurray Aurora Mine - Debottleneck 2 $1,500 1998-2007

Fort McMurray Continuous Improvement Program $1,000 1997-2007

Fort McMurray Upgrader Expansion $3,000 1999-2007

PIPELINES

Alberta Energy Company/ Fort McMurray to Hardisty Lakeland Pipeline $400 Proposed
  Husky Oil Ltd.

AEC Pipelines Ltd. Fort McMurray to Edmonton Alberta Oilsands Pipeline Expansion $220 1999-2000

Alliance Pipeline Fort St. John to Chicago Natural Gas Pipeline $2,000 1999-2000

Amber, CNRL, Amoco, Pelican Lake to Rainbow Pipeline Pelican Lake Pipeline System n/a 1997-1999
  Pan Canadian & Chevron

Enbridge Alberta to Chicago Pipeline Expansion $875 1997-2000

Koch/Imperial Oil/Amoco Cold Lake to Hardisty ThickSilver Pipeline $250 1999-2000
  Canada

Nova Gas Transmission Throughout Alberta Pipeline Capacity Additions $1,000 1999-2003

Shell Canada/BHP/BC Gas Muskeg River to Strathcona Corridor Pipeline $400 2000-2002
  TransMountain Pipeline   County

TransCanada PipeLines Mainline Transmission System New Pipeline and Compression $405 1999-2000
  Facilities

Wild Rose Pipeline Fort McMurray to Hardisty Heavy Oil "Athabasca" Pipeline $475 1998-1999

Company Name Location Type of Project Cost Timing
($millions)
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Announced Major Projects Over $100 Million
Proposed or Under Construction
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PETROCHEMICALS

Amoco Canada/Nova Joffre Linear Alpha Olefins Plant $250 1999-2001
  Chemicals

Nova Chemicals Joffre Polyethylene Plant $395 1998-2000

Nova and Union Carbide Joffre Ethylene Plant $1,100 1998-2000

Shell Chemicals Canada Strathcona County Ethylene Glycol Plant $375 1998-2000

TransCanada Midstream/ Fort McMurray Suncor Hydrocarbon Liquids $164 1999-2000
  Suncor Energy   Conservation Project

Union Carbide Prentiss Polyethylene Plant $316 1998-2000

FORESTRY

Fieldboard International Killam Strawboard Plant $140 1998-1999

Footner Forest Products High Level Oriented Strandboard Plant $150 1999-2001

Grande Alberta Paper Grande Prairie Lightweight Coated Paper Mill $900 2002-2004

COMMERCIAL AND RETAIL CONSTRUCTION

Calgary Regional Airport Calgary Airport Improvements $650 1998-2001
  Authority

Camrose Developments Edmonton Retail Complex $250 1997-2002

Delcon Development Group Edmonton Shopping Centre/Motel Namao Centre $115 1998-2000

Edmonton Regional Airport Leduc International Airport Terminal $270 1998-2002
  Authority   Improvements

Heartland Development Corp. Airdrie Heartland Business Centre $500 1998-2010

ONTREA Calgary Chinook Centre Expansion/Renovation $125 1997-1999

Stone Creek Properties Canmore Hotel/Resort Complex - Silvertip $270 1995-2015

Three Sisters Golf Resort/ Canmore Hotel/Housing Complex $200 1998-1999
  Dong Ah Construction   Phase 2

TransCanada PipeLines Calgary Office Tower $225 1998-2001

TrizecHahn Office Properties Calgary Bankers Hall, West Tower $170 1998-2000

Resortport Development Corp. Calgary Horse Racing Facility, Hotel and $110 1998-2001
  Golf Course

Company Name Location Type of Project Cost Timing
($millions)
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OTHER

Air Liquide Canada/ Fort Saskatchewan Co-generation Power Plant $100 1999-2000
  TransAlta Energy

Baconsfield Farms Ltd. Edmonton Area Hog Breeding Farm and Processing $150 Proposed
  Facility

Big Horn Cement Inc. Rocky Mountain House Cement Plant $100 1999-2000

Cardinal River Coals Hinton Cheviot Open-Pit Coal Mine $250 1999-2001

Lamb-Weston Inc. Taber Potato Processing Plant $100 1998-1999

Nova Chemicals/Epcor/ Joffre Cogeneration Power Plant $320 1998-2000
  CU Power

Valiant Country Place Okotoks Western Enterainment and $141 1997-1999
  Destination Facility

Various Irrigation Districts Southern Alberta Irrigation Systems/Rehabilitation $600 1997-2000

Company Name Location Type of Project Cost Timing
($millions)
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Alberta Advantage

The Alberta Advantage means greater opportunities for families and
businesses ...

◆ a strong and vibrant economy
◆ a young, skilled and productive workforce
◆ a strong science and technology culture
◆ a highly entrepreneurial and competitive business community
◆ the lowest overall tax level of any province in the nation, and no sales tax
◆ an efficient and modern infrastructure
◆ an abundance of high quality natural resources
◆ clean air and water, breathtaking scenery and culturally diverse communities

with a quality of life second to none
◆ a government committed to less regulation
◆ a fiscally responsible government, which is paying down debt

The appeal of low taxes, high employment, and a growing economy continues to
attract larger numbers of people to Alberta.  The rest of this document is a detailed
look as to why "Alberta is the place to be."  Highlighted are some key elements of
the Alberta Advantage:  the economy, the people, taxes, operating costs, quality of
life, and the Alberta Government.  Where possible, comparisons of the most recent
five-year averages are shown to demonstrate that Alberta has, over time, maintained
a consistent advantage.

Alberta is
the Place
To Be

“...(T)here is
tremendous resilience
in the Alberta
economy, driven by
diversification and
competitiveness in
the local
marketplace.”

- Chief Economist,
Scotiabank

◆ In 1997-98, Alberta had
the highest net gain of
interprovincial migrants
(46,787) within the last
20 years.

◆ Alberta was one out of only
two provinces with positive
net interprovincial migration.

Net Interprovincial Migration

*July 1, 1997 to June 30, 1998
Source:  Statistics Canada
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◆ For decades, Alberta has led
all provinces in total private
sector capital investment per
person.

◆ Alberta has the highest real
gross domestic product per
capita among the provinces.

◆ Since 1994, Alberta’s real
gross domestic product per
capita has averaged 12%
higher than second place
Ontario.

◆ Alberta’s economic growth
rate was the fastest in Canada
over the past five years.

◆ In 1998, Alberta’s real output
grew by an estimated 3.1%,
the strongest among the
provinces.

… the
economy:
Strong
and vibrant

Real Economic Growth

*1998 estimated
Source: Statistics Canada, Alberta Treasury and TD Economics
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◆ Albertans are closing in on the
top two provinces in terms of
highest  personal income per
person, before direct personal
taxes.

◆ In 1997, Alberta was the
second highest province for
personal income per capita,
1.6% above third place British
Columbia.

◆ Alberta ranks the third highest
in personal disposable income
per person, after direct
personal taxes.

◆ In 1997, Alberta was the
second highest among the
provinces for personal
disposable income per capita,
2.7% above third place British
Columbia.

◆ Over the past five years,
Alberta’s average
unemployment rate of 7.0%
was the second lowest among
the provinces and well below
the national average.

◆ Alberta’s 1998 unemployment
rate of 5.7% was tied with
Manitoba as the lowest among
the provinces.

Unemployment Rate

Source:  Statistics Canada
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◆ Alberta has the highest retail
sales per person of any
province.

◆ Since 1994, the growth in the
number of businesses in
Alberta (net change in the
number of incorporated and
unincorporated firms) has
been the fastest of any
province in Canada.

◆ In 1998, the number of
businesses in Alberta
increased by 4.8%, by far the
strongest among the
provinces.

◆ Alberta has the second highest
number of head offices in the
country.

◆ Calgary is rated the second
top head office city in
Canada.

Retail Sales Per Capita

Source:  Statistics Canada
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Business Growth

*Businesses includes all incorporated and unincorporated firms, except
self-employed and single person firms.
Source: Statistics Canada 
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◆ Over the past five years,
Alberta had the second fastest
growing population among the
provinces.

◆ In 1998, Alberta’s population
growth of 2.7% was the fastest
among provinces.

◆ Alberta has the youngest
population among the
provinces.

◆ About 63% of Albertans are
under the age of 40.

◆ Alberta has the best educated
workforce.

◆ Approximately 65% of
Alberta’s population aged 25
to 64 has post-secondary
education, according to the
most recent data.

… the
people:
Young, highly
trained and
productive

Population 

Source: Statistics Canada
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Population Aged 25-54 With
Post-Secondary Education

*Includes some post-secondary, post-secondary certificates, diplomas, and
university degrees.
Source: Statistics Canada
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◆ Alberta students in grade 12
(released 1998), grade 4
(released 1997), and grade 8
(released 1996) performed
better than the international
average in the Third
International Mathematics and
Science Study.

◆ Alberta will keep monitoring
student performance to make
sure Alberta students can
compete with the best in the
world.

◆ Alberta has the highest labour
force participation rate,
5 percentage points higher
than second place Manitoba.

◆ Compared to other provinces,
more Albertans are working
relative to the size of our
working age population,
5 percentage points above the
second place provinces,
Saskatchewan and Manitoba.

Grade 12 Student 
Performance

Note: Grade 12 Equivalencies included from other countries and provinces.
Source: International Association for the Evaluation of Educational Achievement

Science

Mathematics
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(Achievement Results--Scaled to Average of 50)

Participation Rate
1994-98 Annual Average (per cent)*

*The participation rate is the total of those employed and looking for work  
aged 15 and over, divided by the population aged 15 and over.
Source: Statistics Canada
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by the population aged 15 and over.
Source: Statistics Canada
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◆ Compared with the other
provinces, Albertans are the
most productive, as measured
by real GDP dollars produced
per hour worked.

◆ Alberta has one of the best
labour records in Canada in
terms of person days lost due to
labour disputes.

◆ Overall, the percentage of
Alberta’s labour force
employed in R&D sectors is
among the highest of the
provinces.

◆ Alberta has the highest
percentage of workforce
dedicated to R&D sector
activities in Western Canada.

Labour Productivity

*1998 estimated rates
Source: Statistics Canada, Alberta Treasury and Nesbitt Burns
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Employment

*Occupations in natural and applied sciences, health, and related occupations
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Source: Statistics Canada 
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◆ Alberta has no retail sales tax.

◆ Alberta has the lowest top
marginal personal income tax
rate among the provinces.

◆ In Alberta, top income
earners keep more than 54%
of their last dollar earned.

◆ Alberta’s Tax Plan will bring
its combined federal/
provincial top marginal rate
down to 41.45% in 2002.

◆ Alberta has by far the lowest
combined provincial and
municipal tax burden among
the provinces.

◆ The Alberta government is
committed to strengthening
Alberta’s tax advantage.

◆ Alberta’s new Tax Plan will
reduce the tax load on
Albertans.

The Alberta
Taxpayer Protection
Act requires a
referendum before a
retail sales tax could
be introduced.

… the lowest
tax load:
Leaving more
dollars in the
pockets of
Albertans

Retail Sales Tax Rates

Source: Alberta Treasury
Alta. B.C. Man. Sask. Que. Ont. N.S. N.B. Nfld. P.E.I.
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◆ In Alberta, a typical one-
income family earning
$30,000 pays over 45% less
in combined provincial taxes
and health care insurance
premiums than in other
provinces.

◆ By 2002, when Alberta’s
new Tax Plan is fully
implemented, this family’s
refundable Alberta Family
Employment Tax Credit will
exceed their Alberta personal
income tax payable by $428.

◆ In Alberta, a typical two-
income family earning
$100,000 pays 35% less in
combined provincial taxes
and health care insurance
premiums than in other
provinces.

◆ Under the new Tax Plan, this
family will see their Alberta
personal income taxes
reduced by 9%, compared to
1996.

◆ In Alberta, a typical two-
income family earning
$55,000 pays approximately
34% less in combined
provincial taxes and health
care insurance premiums than
in other provinces.

◆ Under the new Tax Plan, this
family will see their Alberta
personal income taxes
reduced by 18%, compared to
1996.

Family Earning $100,000
Taxes and Health Care Insurance Premiums

Source: Alberta Treasury
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These graphs
compare provincial
income, sales,
payroll, fuel and
tobacco taxes, and
health care insurance
premiums payable by
a family as of
February 23, 1999.

Alberta families, on
average, pay 34%
less in provincial
taxes and health care
premiums.
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◆ Alberta has the lowest
gasoline tax rate among the
provinces, almost two cents
per litre below that of the
second lowest province.

◆ Alberta’s WCB premium rate
is the lowest among the
provinces, 30% lower than
second place Manitoba.

◆ Alberta, along with British
Columbia, Saskatchewan,
Manitoba, and New
Brunswick, has no unfunded
WCB liability.

Workers' Compensation
Premiums

*Provisional rates
Source: Association of Workers' Compensation Boards of Canada
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◆ Alberta’s small business
corporate income tax rate is
competitive, 29% lower than
British Columbia and Ontario.
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◆ Alberta has a competitive
general corporate income tax
rate.

◆ Alberta businesses also
benefit because Alberta has
no retail sales tax, no general
capital tax and no payroll tax.

◆ This graph shows the total
additional provincial taxes
that individuals and
businesses would pay if
Alberta had the same personal
and corporate taxes as in
other provinces.

◆ Albertans would pay almost
$3 billion more if we had
Ontario’s taxes, and
$7.4 billion more if we had
to pay Quebec’s taxes.

Alberta's Tax Advantage

Source:  Alberta Treasury
Que. Nfld. Sask. P.E.I. N.B. Man. B.C. N.S. Ont.

0

2

4

6

8

As of February 23, 1999 (billions of dollars)

 Sales Tax  Other Taxes

Provincial Corporate 
Income Tax Rates

*Alta., Sask., Ont., P.E.I. and Nfld. have lower corporate income tax rates for
manufacturing and processing industries.
Source: Alberta Treasury

Que. Nfld. Alta. Ont. N.S. P.E.I. B.C. N.B. Man. Sask.
0

5

10

15

20

As of February 23, 1999 (per cent)*

Alberta has no retail
sales tax, no general
capital tax and no
payroll tax.
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◆ Alberta has below average
natural gas rates for small
industrial consumers in
Canada.

◆ Alberta electricity prices are
competitive in Canada, and
well below most industrial
locations in the United States.

◆ Alberta continues to have the
lowest gasoline prices in
Canada, ranging from 7% to
38% below the other
provinces.

… low
operating
costs:
For
businesses
and
households

Natural Gas Rates

*This is the average cost for a customer using 5000 gigajoules/month.
Source: Canadian Gas Price Reporter, February 1999
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Industrial Electricity Rates

*Based on 10,000 KW demand, 80% load factor.
Rates converted to U.S. currency at an exchange rate of 1 Can$=0.69 U.S.$
Source: Alberta Power and Edison Electric Institute, U.S.
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◆ In 1998, Edmonton had the
lowest overall office rents
among major Canadian cities.

◆ The economic boom in
Calgary has pushed office
rental rates up in that city.

◆ The International Air
Transport Association's Air
Monitor rates Calgary as one
of the top 5 most convenient
airports in North America.

◆ Residents in Edmonton pay
the lowest costs for daily
living goods compared to
other major Canadian cities.
A basket of daily living
goods that costs $100 in
Edmonton would cost $112
in Vancouver.

◆ Daily living items include
food, transportation,
household operations and
furnishings, health/personal
care, recreation and tobacco/
alcohol products.

  

Montreal (Mirabel), Quebec 1

Orlando, Florida 2

Atlanta (Hartsfield), Georgia 3

Chicago (O'Hare), Illinois 4

Calgary, Alberta 5

Cincinnati, Ohio 6

Vancouver, British Columbia 7

Minneapolis, Minnesota 8

Dallas, Texas 9

Houston, Texas 10

Airport Convenience 

*Edmonton International Airport was not surveyed.
Source: 1997 International Air Transportation Association Airport 
Monitor (IATA)

Airports* Rank

Daily Living Price Index

*Calgary data are unavailable.
Source:  Statistics Canada and Alberta Treasury
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*Average gross rental rates, including average taxes, operating costs  
 and tenant inducements for all classes of space.
Source: Royal LePage
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◆ Home ownership costs in
Alberta remain among the
most affordable in Canada.

◆ Edmonton’s and Calgary’s
property taxes on a typical
house are among the lowest
in Canada.

◆ According to a national auto-
owner survey, Edmonton is
among the least expensive
places in Canada to own and
operate a car.

Net Home Property Taxes

*Includes municipal, regional and school tax, net of homeowner grants or
credits for a single family house.  Ottawa data are unavailable.
Source: The City of Edmonton, Planning and Development
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Housing Affordability

Source: Royal Bank 
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Car Ownership Costs

*Based on 4-year/96,000 km retention cycle of a 1998 Ford Taurus.  Costs
include general operating, insurance, depreciation, taxes and licence fees.
Source: Runzheimer Canada Inc.
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◆ According to the Royal
Bank/Angus Reid ‘Quality of
Life’ poll, Albertans (62%)
are the most satisfied with
their quality of life.

◆ Alberta is ranked at the top
for private sector support of
the performing arts, according
to the most recent data.

Quality of Life Index

*Rating of 6 or 7 on a scale from '1' to '7', where '1' means completely
dissatisfied and '7' means completely satisfied.
Source: Royal Bank/Angus Reid Quality of Life Poll
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Support for Performing Arts

*Includes fundraising and donations.  Survey based only on professional
performing arts companies with budgets of $100,000 or more. 
Source:  The Council for Business and The Arts in Canada (CBAC)
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◆ Alberta has by far the lowest
net debt.

◆ The Alberta government is
committed to living within its
means.

◆ Among the provinces,
Alberta has gone from having
the highest annual deficit as a
percentage of GDP in
1992-93 to the highest surplus
as a percentage of GDP in
1998-99.

◆ The province’s net debt is
now expected to be
eliminated by March 31,
2000, 19 years ahead of the
original schedule.

◆ Alberta is forecast to return to
a net asset position in
1999-2000.

Government Net Debt

*Alberta Treasury estimate based on latest available data.  On a
consolidated basis where possible.  Excludes pension liabilities.
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◆ According to Standard and
Poor’s, Dominion Bond
Rating Service, and Canadian
Bond Rating Service, Alberta
is the most credit worthy of
all the provinces.

◆ Moody’s rates Alberta and
British Columbia at Aa2, the
top among provinces.

◆ Alberta’s strong fiscal
performance has led to lower
borrowing costs.

◆ Alberta has the lowest interest
rate spread relative to the
ten-year Government of
Canada bond.

◆ Based on the Fraser
Institute’s measure of
economic freedom, Alberta
rates number one in Canada
as a place to do business.

◆ Alberta surpassed the second
highest rated provinces,
Ontario and Prince Edward
Island, by 44%.

"...(E)conomic
freedom affects
incentives, productive
effort, and the
effectiveness of
resource use."

- Fraser Institute
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*Standard and Poor's Canadian dollar debt ratings.
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A New Tax Plan for Albertans

The Alberta Tax Advantage

Taxes pay for government services.  They fund education and health care, the
justice system, roads and highways. Taxes are used to provide assistance to those
in need, protect Alberta’s environment, and help build an outstanding quality of life
in our province.

At the same time, if taxes are too high, they can undermine our ability to provide
those very services.  High taxes have an impact both on the economy and on the
choices individuals and businesses make. High taxes reduce economic growth and
wealth creation by discouraging investment, job creation and work effort. Lower
economic growth means less government revenue to fund services and a lower
standard of living. When individuals and families pay high taxes, they have less
money available to support themselves.  Businesses and individuals that are mobile
will choose to locate in places where the tax burden is not as high, taking their
investment, jobs and skills with them.

Albertans enjoy low taxes and understand the importance of keeping taxes low in
order to attract new businesses and jobs to the province. At the same time, they
also value essential services and paying down Alberta’s debt. For that reason,
Albertans have repeatedly said they would like taxes to go down in the province,
but only when it’s affordable.

Since 1993, Alberta has taken several important steps to reduce taxes.

◆ Average education property tax rates have been reduced by 9% for
residential and farm property and 7% for business property.

◆ Education property tax on machinery and equipment was eliminated.
◆ Both the aviation fuel tax and the railway fuel tax were reduced to improve the

competitive position of those industries.
◆ A new Family Employment Tax Credit gives low and middle income working

families a refundable credit of up to $500 per child or $1,000 per family. It
provides direct assistance to 160,000 low and middle income working families
in Alberta.

◆ Alberta’s personal income tax rate was reduced from 45.5% of Basic Federal
Tax to 44%. With the rate reduction, taxes went down for all Albertans and
provincial income taxes were eliminated entirely for 6,000 families.

These steps have improved Alberta’s overall tax position and provided direct
benefits to individual Albertans and their families.

Alberta has taken
several steps to
reduce taxes.

"[This government]
will chart an
innovative, new
course, ensuring that
Albertans' taxes
remain the lowest in
Canada."

- Speech from the
Throne,
February 1999
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The new Fiscal Responsibility Act, introduced by Premier Klein in the Legislative
Assembly on February 16, will legislate a systematic and affordable plan for
paying down Alberta's remaining accumulated debt over the next 25 years.
More details are contained in the chapter entitled A Plan For a Debt-Free Alberta.
In Budget ’99, the funding for Albertans' top two priority areas – health and
education – has been increased substantially.  With these issues addressed, it now
is time to look at improving Alberta’s tax advantage with a new and affordable,
step-by-step plan to reduce Albertans’ personal income taxes.

The Case for Lower Personal Income Taxes

Lower taxes support individual Albertans and their families

The best tax advantage is to leave more money in the hands of individual Albertans.
This allows Albertans to make their own choices and spend money on their own
priorities. It also means that Alberta families have an easier time supporting
themselves, raising their children and getting ahead.

Low taxes help make it possible for young Albertans to stay in the province and
make their futures here rather than searching for better opportunities elsewhere.
As the economy becomes more reliant on highly skilled, mobile workers, a low tax
environment will help ensure that Alberta can not only keep its skilled workers in
the province, but also attract others from across Canada and around the world.

Lower taxes boost economic growth

There are sound economic reasons for reducing personal income taxes.  In the short
run, increases in disposable income help boost consumer spending.  In the longer
term, lower taxes encourage people to work and invest since they keep a greater
share of the returns. Alberta’s competitiveness is also enhanced, and that is
particularly important in an increasingly global marketplace.

In today’s world, especially for a trade-dependent province like Alberta, our goods
and services must be internationally competitive.  High taxes, whether business or
personal, increase the cost of our exports.  They result in the loss of mobile
businesses and skilled persons, educated with Canadian tax dollars, to lower taxed
jurisdictions.  High personal income taxes, in particular, encourage an outflow of
knowledge-based activity to lower taxed countries.

In Alberta, we pride ourselves on paying lower taxes than people in other parts of
the country. However, in a global economy, it is no longer good enough to have the
lowest taxes in Canada. We must be competitive internationally, especially with
Canada’s biggest trading partner, the United States.

Canada relies more heavily on personal income taxes than any other G-7 country.
Over the past two decades, while government incomes have grown faster than the
economy, the after-tax real income of Canadians has shrunk.  This is partially
attributable to the tax increases introduced by governments in the late 1980s and
early 1990s to address their growing deficits.  Another contributor is bracket creep,

"If Canada wants to
be a full participant
in the global
knowledge economy,
it cannot afford to
maintain tax rates
that are so far out of
line with those in
comparable
jurisdictions."

- Business Council
on National Issues

"...the best overall
tax policy for Alberta
is to provide a low
rate, broad based tax
environment... We
strongly believe that
low taxes benefit not
only individual
Albertans but also
strengthen Alberta's
competitive position
and encourage
investment, growth
and jobs in the
province."

- Alberta Tax Review
Committee
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the annual tax increase that happens without most of us even knowing it.  This
hidden tax increase occurs because the personal income tax system isn’t
properly indexed to reflect inflation.  As incomes increase because of inflation,
Canadians are pushed into higher tax brackets, and so pay more tax without any
increase in their spending power.

It is important to remember that over two-thirds of the personal income taxes
Albertans pay go to the federal government, not the province. Actions by the
provincial government to reduce taxes can only go so far to improve our
competitive position.  The Alberta government welcomes the recent steps taken
by the federal government to reduce income taxes.  However, these steps are
not sufficient to address the growing concern with Canada’s competitive
position. High marginal tax rates compared with other countries and the
continuing impact of bracket creep are serious issues that need to be addressed
by the federal government.  We encourage the federal government to take
further steps to reduce the tax burden on Canadians.

Albertans support lower taxes – if affordable

In 1996, Albertans were asked about their priorities for cutting taxes, paying
down debt, or increasing spending.  Albertans said we should defer a tax cut
until more progress was made on reducing our debt.  Government listened and
continued to focus on its plan to eliminate Alberta’s net debt. Thanks to a
combination of careful spending and windfall revenues from a healthy
economy, Alberta’s net debt is expected to be eliminated by March 31, 2000.

Today, Albertans still want us to focus on the debt, but they also want the
government to look at cutting taxes provided essential government services are
adequately funded and it’s affordable. They told us that in the recent Talk It Up.
Talk It Out. consultations.  Albertans told us that they were particularly
concerned that the deficit elimination taxes be eliminated – the surtax and the
flat tax - now that the deficit is gone.

Alberta Tax Review Committee calls for a new tax system

Last year, the government established the Alberta Tax Review Committee to
examine specific aspects of Alberta’s tax system.  The Committee was asked to
consult with Albertans on whether we should move to a “tax on income”
calculation for personal income tax instead of the existing “tax on tax”
approach.  The Committee released its final report on October 28, 1998.

The Alberta Tax Review Committee’s recommendations call for fundamental
changes to Alberta’s personal income tax system.  In particular, the Committee
recommended reducing personal income taxes, introducing a single rate of
provincial income tax and increasing the basic personal and spousal
exemptions.  They recommended that Alberta move to a new tax system in
which Alberta personal income taxes are based on how much taxable income
people have, rather than how much federal income tax they pay.  They also
recommended that Alberta’s deficit elimination taxes, introduced in the late
1980s, be eliminated now that Alberta has a balanced budget.

"One can only hope...
that Alberta will
'Just do it'!"

- Canadian Tax News
commenting on the

Alberta Tax Review
Committee's

recommendation to
move to tax on

income

Shares of Personal
 Income Tax in Alberta

Federal 
68%

Alberta
32%
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A New Tax Plan for Albertans

In Budget ’99, we are introducing a new and affordable plan to cut Albertans’
personal income taxes.  The plan will proceed on a deliberate, step-by-step basis.
Each step will be taken only if it is affordable and does not endanger debt
repayment and  essential government programs – especially health and education.
The planned tax cuts will be delayed if government revenue forecasts in future
years is lower than forecast in the 1999-2000 fiscal plan.

If revenues are much better than expected, the province may move the tax plan
forward, though the final step cannot be taken prior to January 1, 2001, the earliest
date that Revenue Canada can implement the move.

Deficit elimination taxes removed

As recommended by the Alberta Tax Review Committee, the temporary taxes
introduced in the late 1980s for the specific purpose of addressing the deficit will
be phased out entirely.

The following key steps will be taken between 1999 and 2002.

◆ In 1999, Alberta will match the federal increase in the basic and spousal
exemptions to $7,131 and $6,055, respectively.

◆ In 2000 and 2001, Albertans will see a further reduction in their provincial
taxes as the government phases out one of the deficit elimination taxes - the
surtax.  The surtax rate will be cut at least in half from 8% to 4% on July 1,
2000, and will be eliminated on July 1, 2001.

◆ In 2002, the new personal income tax system will mean the end of the second
deficit elimination tax – the flat tax.

"...the marginal rates
on higher incomes
are crippling
Canada's ability to
compete for skilled
people and jobs in a
global, knowledge-
based economy."

- Business Council on
National Issues

"The level of tax
placed on the
population reflects
the level of
compassion that
government has for
working people."

- Stockwell Day
Provincial
Treasurer

TAX CUTS

1999-2000
($ million)

2000-2001
($ million)

2001-2002
($ million)

2002-2003
($ million)

Increase exemptions:
July 1, 1999

55 79 83   87

Phase out surtax: cut rate in ½ on
July 1, 2000 and eliminate on
July 1, 2001

- 36 88 106

Eliminate flat tax and move to new
single rate system: January 1, 2002.

- - 102 407

TOTAL TAX CUT 55 115 273 600
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The final step – a new tax system

In January 2002, Alberta will take the bold step of introducing a new personal
income tax system as recommended by the Alberta Tax Review Committee.
The system will be the first of its kind in Canada – a fair and simple system, with a
single rate of tax.

Key components of the new tax system for Alberta are:

◆ the province will levy provincial income tax on taxable income;
◆ the basic exemption will be increased by 60%, from $7,131 to $11,620 and the

spousal exemption by 90%, from $6,055 to $11,620;
◆ a single tax rate of 11% will apply; and
◆ the basic and spousal exemptions will be fully indexed to offset inflation.

With the new “tax on income” system, Albertans will see a simpler tax system with
a single rate of tax. Higher exemptions will mean significant benefits for lower
income families.  Marginal tax rates will be reduced.  By 2002, Albertans will see
their taxes cut by $600 million.

Under the new system, Albertans will continue to file only one tax return.  The
federal government will continue to collect taxes on Alberta’s behalf so there will
be no ongoing additional administrative costs for the province.  The province has
no intention at this time of setting up its own tax collection system when the federal
government has the systems in place to collect taxes for the province.

The Alberta Tax Review Committee offered a blueprint for simplifying the tax
system while improving efficiency and fairness, solidifying Alberta’s position as the
lowest taxed province in Canada, and enhancing our competitiveness
internationally.  Alberta’s new tax plan adopts that blueprint as our plan for the
future. We would like to thank the Alberta Tax Review Committee.  By adopting
their recommendations, Albertans are charting an innovative course for the future.
It is a course that will open doors to global opportunities and create more prosperity
through increased investment, work effort and job creation.

"The [Alberta Tax
Review Committee]
proposals are
brilliant because they
would de-link
Alberta's income tax
system from Ottawa,
while still letting the
federal government
collect the taxes to
avoid bureaucratic
overlap."

- Beaumont La
Nouvelle,

November 9, 1998

"I'm generally quite
in favour of their

[Alberta Tax Review
Committee]
direction."

 - Bev Dahlby
 University of

Alberta Economist
Edmonton Journal,
December 11, 1998

 A single nurse in Lloydminster who earns $40,765
paid Alberta income tax of $2,665 in 1996 and will

pay $2,475 in 2002.

A family in Lethbridge with one spouse earning
$50,215 as a law enforcement officer and the other

staying at home with their three children paid
Alberta income tax of $3,070 in 1996 and will pay

$1,665 in 2002.
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Alberta Tax Review Committee Recommendations

"I think it [Alberta
Tax Review
Committee Report] is
a thoughtful report...
I am willing to bet
that over the next few
years many of its
recommendations
will see the light of
day."

- Mike Percy
Edmonton Sun,

November 15, 1998

 A Red Deer family with two children where one
parent is a firefighter earning $47,345, the other a

teacher earning $43,205, paid Alberta income tax of
$6,315 in 1996 and will pay $5,830 in 2002.

Alberta Tax Review Committee Recommendations
Incorporated

into Tax
Plan

  Recommendation 1
The province should reduce personal income taxes within Alberta
and continue to encourage the federal government to lower taxes
to improve Canada’s competitive position.

4

  Recommendation 2
The province should move to a new system of tax on income.  The
province should not consider separate collection of personal
income taxes and a single income tax return should be retained.

4

  Recommendation 3
The province should introduce a single rate of provincial income
tax.

4

  Recommendation 4
The Committee recommends a single rate of 11%.

4

  Recommendation 5
The basic provincial personal exemption should be increased and
the spousal exemption should be set at the same rate.  Both of
these exemptions should be fully indexed to inflation.

4

  Recommendation 6
The basic provincial personal exemption and the spousal
exemption should both be set at $11,620.

4

  Recommendation 7
New tax credits should not be added to Alberta’s personal income
tax system.

4

  Recommendation 8
The province should urge the federal government to return to full
indexing of basic exemptions and tax brackets.

4

  Recommendation 9
The temporary deficit elimination taxes introduced in the late
1980s should be eliminated.

4

  Recommendation 10
The province should continue to review the future challenges to
the tax system and assess their unique impact on Alberta.

4
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Benefits of the New Tax Plan
Albertans pay lower income taxes

Low income Albertans are significant beneficiaries of the new tax plan. By 2002,
families, with two children, who earn less than $32,000 a year will pay no
provincial income tax whatsoever. In fact, for these families, the refundable Alberta
Family Employment Tax Credit exceeds Alberta tax payable.

A typical two income family making $55,000 will see their Alberta personal
income taxes reduced by 18% compared with 1996.  They paid about $2,708 in
provincial income taxes in 1996, and under the new plan, they’ll pay $2,211,
almost $500 less. A family with an income of $100,000 will see their taxes drop
by 9%.  They paid $7,131 in 1996 and will see their taxes drop to $6,495 in 2002.

The new tax plan also includes important steps to reduce the differences in Alberta
taxes paid by single and two income families. Today, a single income family pays
more in personal income taxes than a family, at the same income level, where both
parents work outside the home. By increasing the spousal exemption, the
differences will be almost eliminated.  Both families will see their taxes go down,
but the single income families, including single parents, will see their taxes go down
more.

The tax plan
addresses the major
tax differences
between single and
two income families.

"A lot of people say
they don't want to
work overtime
because it puts you in
a higher tax
bracket... The best
place for people's
money is in their own
wallets."

- Paul Hartigan
President of the Fort

McMurray Chamber
of Commerce

 Fort McMurray
Today, October 29,

1998

The new system is simple

The new system is simple, and that’s good for Albertans.  A low rate tax interferes
less with the choices people make about how they earn, spend, save and invest their
income. With a single rate of tax, the system is easier for Albertans to understand.
Gone from the provincial system are the three federal brackets that Alberta now
parallels.  Gone are the surtax and the flat tax.  As well, the higher basic and
spousal exemptions eliminate the need for the selective tax reduction.

Families with $55,000 Income
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The new system is fair

The new system is fair because 78,000 low income Albertans will no longer pay
income tax and the rest will see their taxes reduced.  This is in addition to the
benefits families receive under the Alberta Family Employment Tax Credit.

It reduces the differences in income taxes paid by single and two income families.
Alberta’s new tax system will be fully indexed to inflation so there will be no
more hidden tax increases.  The new system is fair because more money is left in
taxpayers’ pockets.  For individual Albertans, especially those in highly mobile,
highly skilled positions, the new tax plan rewards initiative and makes Alberta
even more attractive.

"We want to provide
a tax system that's
more responsive to
the needs of
Albertans."

- Stockwell Day
Provincial
Treasurer

"Now is the time for
the government to
act, implement the
recommendations [of
the Alberta Tax
Review Committee]
and keep Alberta the
lowest taxed province
in Canada by a wide
margin."

- Red Deer Express,
November 4, 1998

To ensure that priority programs are protected, each step in the tax plan will
proceed only when the province can afford it.  The specific triggers are:

◆ For the July 2000 tax cuts to proceed – the estimate of 2000-01 total
government revenue in Budget 2000 must not be lower than the forecast
contained in Budget ’99 for the year 2000-01.

◆ For the July 2001 and January 2002 tax cuts to proceed – the estimate of
2001-02 total government revenue in Budget 2001 must not be lower than the
forecast contained in Budget ’99 for the year 2001-02.  In addition, revenue
forecasts for 2002-03 must confirm that the plan is affordable in that year.

Forecast revenues must be high enough to meet all budgeted expenditures, debt
payments and in-year spending increases as allowed by the Fiscal Responsibility
Act.

The Tax Plan is affordable

78,000 Albertans
removed from the tax
rolls
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revenues. This increase in activity is expected to offset about 20% of the direct costs
of the tax cuts over the 1999-2002 period.  The offset will rise to about 40% by the
fifth year of full implementation.

These impacts are higher than those estimated for the Alberta Tax Review
Committee proposal because they are based on a $600 million, rather than
$500 million tax cut.  See the appendix entitled Economic Impacts of the Alberta
Tax Review Committee Proposal.

"...we believe that the
impact of these
recommendations
will be greater
flexibility, a simpler
tax system, lower
personal income
taxes, a tax break for
low income
Albertans, more
control over the
province's tax
revenues, and a fairer
tax system for
Albertans."

- Alberta Tax Review
Committee

The new tax plan will provide an added boost to Alberta’s economy and help
Alberta businesses compete in an increasingly competitive marketplace.  It is
estimated to increase real GDP by 0.5% in 2002 when the plan is fully
implemented.  Between 1999 and 2003, estimates are that the tax plan will result in
the creation of an additional 9,000 jobs.  Five years after full implementation, we
expect Alberta’s real GDP will be about 1% larger than it would have been without
the tax changes, and employment will be about 20,000 higher.

The rise in economic activity induced by the tax cut will boost government

Tax savings

Charts on the following pages show the impact the new tax plan will have on
individual Albertans and families at different levels of income.  Taxes under the
new system are compared to 1996, the year prior to the introduction of the Alberta
Family Employment Tax Credit.  As funding became available, tax cuts were first
directed towards low and middle income families through the Alberta Family
Employment Tax Credit.  We followed with a tax cut for all Albertans in 1998
through a reduction in the basic rate from 45.5% to 44%.  The new tax plan
reduces taxes further for all Albertans.

A single parent (one child) who is a teacher aide in
Edmonton earning $20,270 paid Alberta income tax

of $577 in 1996 and will pay no tax in 2002. In fact,
she will receive an Alberta Family Employment Tax

Credit payment of $500.

This approach ensures that priority will continue to be placed on important areas
like health, education and debt repayment.  If current revenue projections remain on
track, sufficient funds are available for the required economic cushion and to handle
additional spending requirements that could arise.

The Tax Plan strengthens the Alberta Advantage
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Tax Plan Savings for Albertans a

(in dollars)
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a These calculations include RRSP/RPP contributions except for seniors.
b These families receive the Alberta Family Employment Tax Credit.
c These couples pay no Alberta income tax and receive the Alberta Seniors Benefit.

Alberta Taxes Paid

Income 1996 1998 2002
       Savings

From 1996

Single

   $20,000 1,066 1,033     780    286
   $30,000 1,763 1,707  1,691      72
   $40,000 2,570 2,485  2,389    181
   $55,000 4,047 3,906  3,687    360
   $75,000 6,417 6,200  5,579    838
$100,000 9,662 9,342  7,999 1,663

One Income Family or Single Parent Family – Two Children

   $20,000 545 (526) (1,000) 1,545
   $30,000 1,347 450    (428) 1,775
   $40,000 2,153 1,518    551 1,602
   $55,000 3,608             3,404  2,321 1,287
   $75,000 5,967 5,766  4,301 1,666
$100,000 9,212 8,908  6,721 2,491

Two Income Family – Two Children

   $20,000    235 (802) (1,000) 1,235
   $30,000 1,145 279   (224) 1,369
   $40,000 1,697 1,060     561 1,136
   $55,000 2,708 2,534  2,211    497
   $75,000 4,455 4,311  4,080    375
$100,000 7,131 6,889  6,495    636

Single Senior

   $20,000    771 737 429     342
   $30,000 1,689 1,638 1,596       93
   $40,000 3,038 2,944 2,861     177
   $55,000 5,090 4,923 4,662     428
   $75,000 7,979 7,719 6,862  1,117
$100,000 11,667 11,289 9,612  2,055

Senior Couple

   $25,000 0 0 0 0
   $30,000 232 205 0 232
   $40,000 1,448 1,389 858 590
   $55,000 3,007 2,917 2,608 399

$75,000 5,401 5,235 5,090 311
$100,000 8,794 8,512 8,090 704

b b

b b
b b
b b

b b

b b
b b

b b

c c c
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Other Tax Issues

Alberta continually monitors every tax in its tax system.  In the past few years, a
number of questions have been raised about property taxes. These questions relate to
a number of factors including the move to market value assessment, the impact of
high growth in some municipalities on their infrastructure costs, and changes in
education property tax.  The government, in cooperation with municipalities, is
reviewing the various aspects of the property tax system.  Both provincial and
municipal governments recognize that we must strike a balance between more
services and lower taxes.

The new tax plan is directed at personal income taxes, ensuring that Albertans
continue to pay the lowest taxes in Canada.  Competitive business taxes are also
necessary for strong economic growth.  Government will continue to examine the
impact of Alberta’s business taxes on our competitive position.

Financial Institutions Capital Tax

One specific change is being made to Alberta’s business taxes this year, and that is a
change to the Alberta financial institutions capital tax.

The capital tax was introduced in 1990 to offset the loss of Alberta corporate income
tax revenue resulting from the deductibility of capital taxes paid in other provinces.
Even though financial institutions paid lower taxes in Alberta, our consumers still
paid the same service charges as consumers in other provinces.

Two federal committees, the Technical Committee on Business Taxation and the
Task Force on the Future of the Canadian Financial Services Sector, have urged
Canadian governments to eliminate capital taxes on banks.  They recommended, at
the very least, that the provinces and the federal government harmonize the base
upon which the capital tax is levied.  Currently, the base varies among provinces,
increasing compliance and administrative costs.  In addition to simplifying
compliance and administration, harmonization would broaden the base to include
long-term debt, increasingly used as capital by financial institutions.  This ensures
that the tax base does not erode because of changing business practices.

Alberta’s capital tax base will be harmonized with the federal large corporations tax
base.  To ensure the change to the broader tax base is revenue neutral overall, the
rate will be lowered from 2.0% to 0.7% on the first $400 million of capital and 1.0%
on the remaining capital.

This lower rate on the first $400 million of capital eliminates the need for the special
head office relief for small Alberta-based financial institutions. Continued relief from
double tax in parent-subsidiary situations will be provided through a new investment
allowance for the parent company.  This is consistent with what is being done
elsewhere, making the tax simpler and more transparent.

These changes will apply to tax years beginning after October 31, 1999.

"Special capital
taxes on financial
institutions should
be eliminated.  If
this is not possible...
the federal
government should
work with the
provinces to define
a common tax
base..."

- Task Force on the
Future of the

Canadian Financial
Services Sector
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We are evaluating the recommendations of the federal committees within the
context of our business taxes and the overall Canadian tax regime.  We will
examine whether removing or reducing the capital tax on financial institutions
would benefit Alberta as a whole.  Specifically, the province will consider the
impact on economic growth, investment, jobs and the cost of bank charges paid by
Albertans.
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1999-2000 Tax Revenue
(millions of dollars)

Total Tax Revenue – $8,444 million

Personal Income Tax - 51.3% ($4,334) Corporate Income Tax - 20.7% ($1,745)

Fuel Tax - 6.8% ($570)

Tobacco Tax - 4.1% ($350)

School Property Tax -
13.5% ($1,145)

Other Taxes - 3.6% ($300)
�Insurance Corporations Tax - 1.4%
�Freehold Mineral Rights Tax - 1.2%
�Hotel Room Tax - 0.5%
�Financial Institutions Capital Tax - 0.5%
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1999-2000 Revenue from Tax Sources

Tax Total Revenue               Tax Rate Revenue per Unit of Tax
($ millions)               (1999) ($ millions)

1. Personal Income Taxa 4,334
basic rate 4,023 44.0% 91.5 per point
flat tax 308 0.5% 308.0 per half point
surtax 89 8.0% 11.0 per point
selective tax reduction (86)                          (difficult to express in per unit terms)

2. Corporate Income Tax 1,745
general rate 1,212 15.5% 78.0 per point
M&P rate 371 14.5% 25.5 per point
small business rate 162 6.0% 27.0 per point

3. Fuel Tax 570
gasoline and diesel 535 9 cents/litre 59.5 per cent/litre
railway 7 3 cents/litre 2.5 per cent/litre
aviation 13 1.5 cents/litre 8.5 per cent/litre
propane 15 6.5 cents/litre 2.5 per cent/litre

4. Tobacco Tax 350 $14/carton 25.0 per dollar/carton

5. School Property Tax 1,145
residential/farm property 639 $6.95/$1,000 92.0 per dollar/$1,000 assessment

assessment
non-residential 506 $10.20/$1,000 49.5 per dollar/$1,000 assessment

assessment

6. Freehold Mineral Rights Tax 98                           (difficult to express in per unit terms)

7. Insurance Corporations Tax 119
life,accident,sickness 33 2% of premium 16.5 per point
other 86 3% of premium 28.5 per point

8. Financial Institutions Capital
Tax 38 2.0%b 19.0 per point

9. Hotel Room Tax 45 5.0% 9.0 per point

a The basic rate is a percentage of Basic Federal Tax.  The surtax is 8% of basic provincial tax over $3,500.
The flat tax is 0.5% of taxable income.

b For tax years commencing after October 31, 1999, the rate will be 0.7% on the first $400 million of taxable capital and 1.0%
on capital greater than $400 million.  At the same time the tax base will be expanded to include long-term debt.
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Interprovincial Tax and Health Care Insurance
Premium Comparison (dollars), 1999

Alta BC Sask Man Ont Quebec NB NS PEI Nfld

Employment Income of $30,000 - One Income Family (Two Children)

Provincial Income Tax    397       516    1,748     961     390       (737)   1,439   1,247   1,477   1,712
Provincial Sales Tax -      679       618      785    1,004   1,168   1,081     1,020   1,295   1,193
Health Care Premium    612      648 - - - - - - - -
Payroll Tax -   - -      387     371    1,039 - - -     342
Fuel Tax    270      330      450      345     441      456      321       405     390     495
Tobacco Tax    350      550      420      400     118      149      193       226     316     550

1,629   2,723   3,236   2,878   2,324   2,075   3,034   2,898  3,478   4,292

Alberta Advantage   1,094 1,607  1,249    695     446  1,405  1,269  1,849   2,663

Employment Income of $55,000 - Two Income Family (Two Children)

Provincial Income Tax 2,479   2,619   3,567   3,197   1,909   3,359   3,174    3,042   3,148   3,651
Provincial Sales Tax -      937 862 1,075 1,394 1,499 1,508 1,418 1,811 1,659
Health Care Premium    612      648  - - - - - - - -
Payroll Tax -   -  -     709     680   1,905 - - -     627
Fuel Tax    405      495     675     518     662      684     482      608     585     743
Tobacco Tax    350      550     420     400     118      149     193      226     316     550

3,846 5,249 5,524 5,899 4,763 7,596 5,357 5,294 5,860 7,230

Alberta Advantage 1,403 1,678 2,053 917 3,750 1,511 1,448 2,014 3,384

Employment Income of $100,000 - Two Income Family (Two Children)

Provincial Income Tax 6,827   7,127 9,470  9,453   5,831 11,405   8,639    8,279   8,612 9,935
Provincial Sales Tax -   1,544   1,390   1,716   2,281 2,324 2,438 2,299 2,927 2,660
Health Care Premium    612      648  - -   -   - - - - -
Payroll Tax -   -  -   1,290   1,236   3,464 - - -   1,140
Fuel Tax    405      495     675     518     662     684     482      608     585     743
Tobacco Tax    350      550     420     400     118     149     193      226     316     550

8,194 10,364 11,955 13,377 10,128 18,026 11,752 11,412 12,440 15,028

Alberta Advantage   2,170  3,761  5,183   1,934 9,832 3,558  3,218  4,246  6,834

Assumptions

¨ Calculations based on tax rates as known at February 23, 1999.
¨ In provinces that impose payroll taxes, 75% is assumed to be borne by employees and 25% by employers.  The same

75%/25% split is assumed for health care insurance premiums.
¨ Fuel tax is based on estimated consumption of 3,000 litres per year for one income families and 4,500 litres for two income

families.
¨ Tobacco tax is based on estimated consumption of 100 packs per adult per year.
¨ Income is split 60:40 for the $55,000 and $100,000 comparisons.
¨ Assumes business bears between 25% and 50% of sales tax, dependent upon provincial tax regimes.
¨ Assumes RRSP/RPP contributions of $1,000, $7,200 and $13,000 are made by the $30,000, $55,000 and $100,000 income

families, respectively.
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(%) (%) (%) (%) (¢/litre) ($/carton) (%) (%) (%) (%) (%) (%)

ALBERTA 44.0 8.0 0.5 — 9.0 14.00 6.0 14.5 15.5 — 2.00f —

British Columbia 49.5  30/49 —  7.0 11.0d 22.00 8.5 — 16.5 0.30 3.00 —
Saskatchewan 48.0 10/25 2.0  7.0 15.0 16.80b 8.0 10/17e 17.0 0.60 3.25  —
Manitoba 50.0       2.0 2.0  7.0 11.5 16.00b 9.0 — 17.0 0.50 3.00 2.15
Ontario 40.5 20/56 —  8.0 14.7 4.70b 8.5 13.5 15.5 0.30 0.90 1.95
Quebec n.a. n.a. n.a.   7.5c 15.2b,d 8.00 8.9 — 8.9 0.64 1.28 4.26
New Brunswick 60.0 8.0 —      8.0c 10.7b 7.70b 6.0 — 17.0 0.30 3.00 —
Nova Scotia 57.5 10.0 — 8.0c 13.5b 9.04b 5.0 — 16.0 0.25 3.00 —
P.E.I. 59.5 10.0 — 10.0 13.0 12.65 7.5 7.5 16.0 — 3.00 —
Newfoundland 69.0 10.0 — 8.0c 16.5b 22.00b 5.0 5.0 14.0 — 4.00 2.00
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Major Provincial Tax Rates, 1999

Personal Income Taxa Corporate Income Tax Capital Tax

Retail Small Financial Payroll
Basic Flat Sales Gasoline Tobacco Business M & P General General Institutions Tax
Rate Surtax Tax Tax Tax Tax Rate Rate Rate (max.) (max.) (max.)

Rates for other provinces known as of February 23, 1999.

a The basic rate is a percentage of Basic Federal Tax.  The surtax is applied above certain thresholds which vary among provinces
and is based on:  net income in Manitoba, the sum of basic tax and flat tax in Saskatchewan and basic tax in the other provinces.
Provinces with two surtaxes have the lower rate and combined rates shown.  The flat tax is a percentage of taxable income in
Alberta and net income in Saskatchewan and Manitoba.  All provinces except PEI and Newfoundland provide tax reductions for low
income taxpayers.  Quebec's personal income tax system is not directly comparable to those in other provinces.

b These provinces apply their retail sales taxes on top of this tax.

c These provinces' sales taxes are harmonized with the federal GST and apply to a broader base than other provincial sales taxes.

d An additional 4 cents/litre is imposed in the greater Vancouver area, 2.5 cents/litre in Victoria and 1.5 cents/litre in Montreal.

e The general corporate tax rate is reduced by up to 7 points based on the share of a corporation's national manufacturing and
processing income allocated to Saskatchewan.

f For tax years commencing after October 31, 1999, the rate will be 0.7% on the first $400 million of taxable capital and 1.0% on capital
greater than $400 million.  At the same time the tax base will be expanded to include long-term debt.
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Federal
Federal Provincial Abatement Total

Rates for other provinces known as of February 23, 1999.

a  Quebec residents receive an abatement of 16.5% of Basic Federal Tax in lieu of federal cash transfers to Quebec for several social
   programs.  This reduces the top basic federal rate of 29% by 16.5%, or 4.79% of taxable income.

1999 Top Marginal Personal Income Tax Rates
(per cent)

Alberta 30.89 14.28 45.17

British Columbia 30.89 21.39 52.28

Saskatchewan 30.89 19.90 50.79

Manitoba 30.89 18.50 49.39

Ontario 30.89 18.32 49.21

Quebeca 30.89  26.00 (4.79) 52.10

New Brunswick 30.89 18.79 49.68

Nova Scotia 30.89 18.34 49.23

Prince Edward Island 30.89 18.98 49.87

Newfoundland 30.89 22.01 52.90
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A Plan for a Debt-Free Alberta
In January 1993, the new Alberta government of Premier Ralph Klein set out to get
the province’s financial house in order.  The Alberta Financial Review Commission
was appointed to review the province’s finances.  In its March 1993 report, the
Commission observed that “The province is spending more than it can afford, has
done so for the last eight years, and the rate of overspending is increasing.”  The
Commission urged rapid action to turn the situation around, stating that “every
moment we delay increases the amount of debt and makes the solution more
painful.”

Step 1 – Eliminating the Annual Deficit

The government acted immediately on the Commission’s recommendations.  The
Deficit Elimination Act, approved unanimously by the Legislative Assembly in
May 1993, legislated a plan to eliminate the annual deficit in no more than four
years and outlawed annual deficits after 1995-96.

The budget was to be balanced by cutting spending, not by raising taxes.  Spending
was reduced as planned.  At the same time, the economy grew more rapidly than
expected.  The government’s commitment to restoring fiscal balance without raising
taxes helped create a resurgence of confidence among both Alberta businesses and
individuals.  This, combined with strong international demand for Alberta’s energy
resources, produced windfall revenues that allowed the government to balance the
books two years ahead of schedule, in 1994-95.

Step 2 – Eliminating the Net Debt

Eliminating the annual deficit meant that, in 1994-95, the province’s debt stopped
growing for the first time since 1984-85.  In 1984-85, the province had net assets
of about $12.6 billion.  This was the amount by which the province’s financial
assets, mostly savings in the Heritage Fund, exceeded the province’s liabilities.
The province paid only $228 million in debt servicing costs that year.

The annual deficits in each year from 1985-86 to 1993-94 added over $19.5 billion
to the province’s debt.  In 1992-93, the government also recorded over $4.4 billion
in unfunded pension obligations and about $1.4 billion of other liabilities that had
been left off the books in previous years.

By 1993-94, the province’s net savings had been entirely used up.  The province’s
liabilities, excluding pension obligations which are being repaid under a separate
legislated plan, exceeded our financial assets by $8.3 billion.  That was a
deterioration in our net financial position of $20.9 billion in just nine years.
Debt servicing costs reached nearly $1.75 billion in 1994-95, an increase of over
$1.5 billion from 1984-85.

 “[Albertans] knew
that eliminating the
deficit was the key to
our future prosperity.
They told us what
they wanted to do,
and the government
indeed listened.”

- Premier Ralph Klein
February 16, 1999

 “Alberta's strong
fiscal regime acts
like a magnet for
investors so you're
getting significant
capital and people
inflows from the rest
of Canada.”

- Warren Jestin,
Scotiabank chief
economist,
February 1999
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Eliminating the annual deficit in 1994-95 meant that debt and the costs of servicing
that debt stopped rising.  It was now time for the second step in the process of
restoring fiscal balance.

The government had to begin paying down the debt that had built up over the
previous nine years.  Not just because Albertans do not want to be in debt.  But
also because, as debt is paid off, the interest costs on the debt decline, too.  And that
frees up money that can be used for Albertans’ priorities instead of being wasted to
pay interest on past borrowings.

The government decided to tackle the most critical part of the debt first – the net
debt of $8.3 billion that was not supported by offsetting assets.  The Balanced
Budget and Debt Retirement Act, approved unanimously by the Legislative
Assembly in 1995, set out a legislated plan to eliminate the net debt in no more than
25 years.  Five-year milestones for net debt reduction were also legislated.  The Act
also continued the prohibition of annual deficits first legislated in the Deficit
Elimination Act.

The strong economy and resulting strong revenue that allowed the deficit to be
eliminated ahead of schedule also allowed the province to make dramatically faster
progress on eliminating net debt than had been expected in 1995.  In the four years
from 1994-95 to 1997-98, the net debt was cut by over $7.2 billion, leaving just
$1.1 billion to be repaid.

Net Financial Position, 1993-94 to 1999-2000
(millions of dollars)

       At March 31

1994 1998 2000
Actual Actual Estimate

Liabilities
Accumulated Debt ...................................................................................................... 22,481 14,910 13,506
Pension obligations ..................................................................................................... 5,066 4,890 4,888
Alberta Municipal Financing Corporation, Agriculture Financial Services

Corporation and Alberta Opportunity Company debt ............................................. 6,256 4,903 3,969
Accounts and interest payable and other liabilities ....................................................... 2,672 3,059 2,488
Less:  debt internally held by the Heritage Fund ......................................................... (4,746) (1,416) (595)

Total Liabilities ................................................................................................................. 31,729 26,346 24,256

Financial Assets
Heritage Fund external investments ........................................................................... 7,129 10,610 11,431
Medical research and scholarship funds ..................................................................... 803 1,047 1,112
Alberta Municipal Financing Corporation, Agriculture Financial Services

Corporation and Alberta Opportunity Company loans ............................................ 6,297 4,703 4,065
Other financial assets ................................................................................................. 4,121 4,007 2,806

Total Financial Assets ...................................................................................................... 18,350 20,367 19,414

Net Debt .......................................................................................................................... 13,379 5,979 4,842

Less: pension obligations .................................................................................................. (5,066) (4,890) (4,888)

Net Debt subject to the Balanced Budget and Debt Retirement Act ....................... 8,313 1,089 (46)

In 1995, the
government
legislated a plan to
eliminate the
$8.3 billion net debt.
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a Alberta Municipal Financing Corporation, Agriculture Financial Services Corporation and Alberta
Opportunity Company loans and debt.

b Net of internal holdings.
c  Excludes pension obligations of $4.9 billion which are scheduled for elimination under a separate

1993 legislated plan.

Net Worth (Balance Sheet)

Forecast of Liabilities and Offsetting Assets
at March 31, 2000
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The rapid pace of growth of the Alberta economy slowed in 1998-99, as a result of
the Asian crisis and other world economic problems.  Oil prices fell to their lowest
level in 12 years.  The growth of the economy is expected to continue to slow in
1999-2000.  But, at 2.4%, it will still be good, solid growth – growth that will create
another 29,000 new jobs for Albertans in 1999.

Government revenue fell by about $1.2 billion in 1998-99 and is expected to
rebound only slightly in 1999-2000.  As a result, the excess revenue available for
debt paydown at year end will be much smaller than it was in the last four years.
A net debt payment of $672 million is expected in 1998-99, with the balance of the
net debt being paid off by March 31, 2000 if the fiscal plan remains on track.

Thanks to a combination of careful spending and a strong economy, the $8.3 billion
net debt is expected to be paid off in just six years, rather than the 25 years
originally planned.  By the end of 1999-2000, the province will own more than it
owes.  We will no longer have any debt that is not supported by financial assets.

All Albertans can be proud of this major accomplishment.  And it has had a direct
payoff for Albertans.  In 1999-2000, debt servicing costs are expected to be about
$650 million less than they were at their peak in 1994-95.  That $650 million has
already been redirected from interest payments to improved services and tax
reductions for Albertans.

1.9

3.9

Provincial
Corporations a

Other

Heritage
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The net debt is
expected to be
paid off by
March 31, 2000.

 “In Alberta, we lead
the nation with our
no-nonsense
approach to
finances.”

- Stockwell Day
Provincial
Treasurer in
Talk It Up.
Talk It Out.
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Accumulated Debt
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Step 3 – Creating a Debt-Free Alberta

The job is not finished yet.  When the net debt is gone, we will have repaid only
40% of the money we borrowed in the nine years from 1985-86 to 1993-94.  And
we will still be paying over $1 billion each year in interest costs on the remaining
debt.  That is money that Albertans pay in taxes but do not get back in services.

Our work will not be done until we have repaid all the accumulated debt created by
nine years of government spending more than it was taking in … until we have
eliminated the burden of debt and debt servicing costs … until the Heritage Fund is
no longer just supporting debt and is once again a source of savings for the future …
until we have ensured a debt-free Alberta for our children and grandchildren.

Fiscal Responsibility Act

On February 16, the government took the third and final step toward a debt-free
Alberta.  Premier Klein introduced the new Fiscal Responsibility Act in the
Legislative Assembly, as Bill 1 of the 1999 Spring Session.  The Fiscal
Responsibility Act sets out a plan to repay the rest of the accumulated debt over a
maximum of 25 years, starting when the net debt is eliminated.  It includes legislated
five-year milestones for repayment of the accumulated debt.

The Act also legislates principles for fiscal responsibility, based on the principles that
were built into the Deficit Elimination Act and the Balanced Budget and Debt
Retirement Act.  These principles helped ensure that first the annual deficit and then
the net debt were eliminated.  They will help ensure that the accumulated debt also is
eliminated on, or ahead of, schedule.

The key principles of the Fiscal Responsibility Act are:

◆ Deficits continue to be illegal.  Alberta cannot return to the days of overspending
year after year and going deeper and deeper into debt.

◆ Prudent budgeting continues to be the law.  The new Act requires that the
government set aside an economic cushion in the budget equal to at least 3½% of
expected revenue to protect against in-year declines in revenue and the costs of
public emergencies or disasters.  The government cannot plan to spend every last
dollar of revenue and simply hope that there is no bad news as the year progresses.

Accumulated Debt Repayment
(billions of dollars)

Legislated principles
for fiscal
responsibility.

 “Albertans want to
enjoy the freedom and
prosperity that comes
from being completely
debt free.”

- Premier Ralph Klein
February 16, 1999

 “We got that
instruction from
Albertans, and we
hear it everywhere we
go:  stay the course,
keep putting money
down on the debt.”

- Stockwell Day
Provincial
Treasurer
February 23, 1999
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◆ The government must budget for a debt payment every year.  At least 75%
of the economic cushion must be allocated in the budget to pay down
accumulated debt or other liabilities or increase financial assets at year end.  In
years when forecast revenue exceeds the budget estimate, at least 75% of the
increase must also be allocated to debt repayment or other improvements in the
province’s net worth.

◆ Controls on in-year spending increases are legislated.  No more than 25% of
the economic cushion and any forecast revenue increases over budget can be
committed to in-year spending increases or revenue reduction initiatives in a
quarterly budget update.  This new limit on unbudgeted spending during the year
increases the importance of good three-year business planning to ensure all
essential funding is adequately provided for in the budget.

There are two major exceptions to the 25% rule for in-year spending increases – the
costs of public emergencies or disasters and in-year changes in debt servicing costs
due to such factors as an unexpected change in interest rates or the value of the
Canadian dollar.  These costs, which cannot be controlled by the government, can
be funded 100% from the economic cushion or in-year revenue increases.  Any
remaining excess revenue must then be allocated according to the 75%/25% rule.

Accumulated Debt Retirement Schedule
under the Fiscal Responsibility Act

Required Average
Five-Year Milestones Accumulated  Five-Year  Annual

for Accumulated Debt Principal Principal
Debt Repayment Retired Payment* Payment*

($ millions) (per cent) ($ millions) ($ millions)

1999-2000 13,506
2000-01
2001-02
2002-03
2003-04
2004-05 11,750 13% 1,756 351
2005-06
2006-07
2007-08
2008-09
2009-10 9,450 30% 2,300 460
2010-11
2011-12
2012-13
2013-14
2014-15 6,750 50% 2,700 540
2015-16
2016-17
2017-18
2018-19
2019-20 3,375 75% 3,375 675
2020-21
2021-22
2022-23
2023-24
2024-25 0 100% 3,375 675
* Principal payments increase over time because they are based on a percentage of revenue.
** Projected starting accumulated debt, assuming net debt is eliminated by March 31, 2000.

**

A 25 year plan to
eliminate the
remaining
accumulated debt.

 “Business plans are
one of the
cornerstones of
Alberta's prudent
fiscal management.”

- Stockwell Day
Provincial
Treasurer
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Repaying  Accumulated  Debt

The Fiscal Responsibility Act requires the government to pay off the interest-
bearing debt that is supported by Albertans’ taxes.  That includes:

◆ The outstanding debt of the General Revenue Fund, the government’s main
operating account, excluding money borrowed on behalf of the Agriculture
Financial Services Corporation and the Alberta Opportunity Company for
relending to farmers and small businesses.  These are ongoing lending operations
supported by the loan payments of the farmers and small businesses, not by
Albertans’ taxes.

◆ The debt of the Alberta Social Housing Corporation, which receives much of its
revenue from housing subsidies paid by the provincial and federal governments.

◆ The government’s liability for school construction debt.  Since the government
assumed full responsibility for school financing, school boards no longer have
their own source of revenue to help pay the “mortgage” on existing school
buildings.  Therefore, the entire debt for past school construction is being repaid
by government grants, as are the costs of current school construction.

The new debt repayment plan does not begin until the net debt is eliminated.
Assuming that the net debt is eliminated as planned by March 31, 2000, the
accumulated debt to be repaid in future years is expected to be about $13.5 billion.

This is about $1 billion more than reported in Budget ’98.  Last year’s number for
accumulated debt did not include the outstanding school construction loans.  These
loans were reported separately last year as an other liability.

Debt Reduction Plan, 1999-2000 to 2001-02

As required by the Fiscal Responsibility Act, 75% of the economic cushion, or
$463 million, has been allocated in the 1999-2000 budget to reduce accumulated
debt or other liabilities or increase financial assets.

For the 2000-01 and 2001-02 fiscal years, the projected cushions are larger than
required by the Act, reflecting the fact that uncertainty about economic conditions is
always greater for future years.  A conservative approach has been taken in
projecting the debt repayment for these years.  It is assumed that only 75% of the
minimum 3½% cushion required by law will be realized for debt reduction, not
75% of the larger cushions currently projected.  This results in the revenue available
for debt payments totalling $455 million in 2000-01 and $479 million in 2001-02.

The excess revenue allocated to debt repayment does not automatically reduce
accumulated debt by the same amount.  Since the government is on an accrual basis
of accounting, the excess revenue must be adjusted to reflect the actual excess cash
available for accumulated debt repayment.  Some of the excess revenue is retained
by provincial corporations.  Changes in assets or other liabilities may either generate
extra cash for debt repayment or use some of the available cash.
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The Fiscal Responsibility Act makes repayment of accumulated debt the top priority
by legislating the 25 year plan to pay off accumulated debt but it also allows these
other balance sheet adjustments. The Accumulated Debt Repayment table shows
the targeted use of the excess revenue allocated to debt repayment for the next three
years.  Accumulated debt repayment is projected at $480 million for 1999-2000,
$275 million for 2000-01 and $232 million for 2001-02.

Refinancing of Existing Debt

As existing debt matures, some of it will be paid off.  However, a portion will have
to be refinanced through replacement borrowings until such time as cash is
available to pay it off.

When replacement money is needed to refinance an existing bond issue, the
province asks investment dealers to sell Alberta bonds to interested investors on our
behalf.  Investors typically include individuals and institutions, such as insurance
companies and pension funds.  This money is borrowed in financial markets in
Canada, the United States and other parts of the world.

Alberta maintains a portion of its debt in U.S. dollars to help offset the risks to our
resource revenue from changes in the Canada-U.S. exchange rate.  Much of our
resource revenue is based on U.S. dollar prices. All other foreign debt is swapped
into Canadian or U.S. dollars to eliminate any exposure to changes in other
exchange rates.

Government bonds, unlike a mortgage, usually require only interest payments to be
made until they mature, typically in five or ten years.  On the maturity date, the
whole principal amount is repaid in one payment.  In any one year, there could be
several bond issues, ranging in size from $25 million to $750 million, maturing on
different dates throughout the year.

Net refinancing requirements are expected to total $2.2 billion in 1999-2000,
$2.5 billion in 2000-01 and $1.6 billion in 2001-02.

Accumulated Debt Repayment
(millions of dollars)

1999-2000 2000-01 2001-02
Estimate Target Target

Accumulated debt at the start of the fiscal year ......................................................... 13,986 13,506 13,231

Revenue allocated to debt repayment ............................................................................. 463 455 479
Cash Sources (Requirements)

Retained surpluses of provincial corporations ............................................................. (155) (185) (230)
Repayment of Farm Credit Stability program deposits ................................................ 100 50 25
Other ......................................................................................................................... 72 (45) (42)

Accumulated Debt Repayment ........................................................................................ 480 275 232

Accumulated debt at the end of the fiscal year .......................................................... 13,506 13,231 12,999

Accumulated debt to
be reduced by
$1 billion over the
next three years.
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Net Refinancing Requirements
(millions of dollars)

1999-2000 2000-01 2001-02
Estimate Target Target

Refinancing of term debt maturities and redemptions ........................................................ 2,480 2,403 1,451
Accumulated debt repayment ............................................................................................ (480) (275) (232)
General Revenue Fund Cash Requirements (Sources)
Decrease (Increase) in accrued foreign exchange provisions .......................................... (80) (10) 40
Repayment of school board loans ................................................................................... 102 99 95
Financing of provincial corporations' borrowing ............................................................... 225 259 251

Net Refinancing Requirements .................................................................................... 2,247 2,476 1,605

Term Debt Maturities, 1999-2000 a

Par Amount Par Amount
in Cdn. dollars in U.S. dollars Coupon Rate Maturity Date

($ millions) ($ millions) (%)

Term Debt Issues
1994 Alberta Capital Bondsb .................................... 130 4.25 Jun-99
1996 Alberta Savings Certificatesb ........................... 220 6.38 Jun-99
1991 Euro US notesc ............................................... 301 200 7.60 Jul-99
1994 Canadian debenture ...................................... 500 8.50 Sep-99
1996 Japanese Yen notesc ...................................... 306 203 8.35 Nov-99
1995 Canadian debenture ...................................... 500 8.00 Mar-2000
1994-95 Canadian medium term notes ................... 156 varied Jul-99 to Feb-2000

Total Term Debt Issues ........................................ 2,113 403

Callable notes d

1994-99 Canadian and Euro medium term notesc ... 367 30 varied Apr-99 to Mar-2000

Total Term Debt Maturities ........................................ 2,480 433

a Excludes $29.5 million principal repayment on notes supported by provincial corporations.
b Assumes $40 million early redemption of Alberta Capital Bonds and Alberta Savings Certificates.
c U.S. dollar debt converted to Canadian dollars at a forecast foreign exchange rate of 66.30 cents U.S. at March 31, 1999.
d Assumes callable notes with a call date in 1999-2000 will be called in that year.
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The external investments of the Fund will total $11.2 billion on March 31, 1999, an
increase of $4.1 billion or 57% over the last five years.  A further $682 million of
the government’s borrowings from the Heritage Fund will be repaid over the next
three years.  This will increase the value of the Fund’s external holdings by another
6%, to nearly $11.9 billion, by the end of 2001-02.

The Fiscal Responsibility Act allows the government to decide each year what
amount, if any, it would be advisable to retain in the Fund to protect against

Rebuilding the Value of the Heritage Fund

Alberta’s main financial asset is the Heritage Fund.  It has investments in stocks,
bonds, real estate and other financial instruments totalling $12 billion.

Today, almost all of those investments are external investments bought in Canadian
and world markets.  But that wasn’t always the case.  Previous governments spent
money from the Fund on capital projects.  They also used the Heritage Fund as a
source of cash to lend money to government-owned corporations and help finance
the massive deficits after 1984-85.  By the end of 1993-94, the government had
borrowed $4.75 billion from the Heritage Fund.  While this reduced the amount the
government had to borrow in world markets, it also meant that the Heritage Fund’s
external investments totalled only $7.1 billion.

In December 1994, the government started a year-long review of the future of the
Heritage Fund.  Albertans told the government that they wanted to keep the
Heritage Fund for their children and grandchildren and put it back on a sound
financial basis, where all of its assets were invested in stock and bond markets and
earning income for Alberta.

The government began refinancing its debts to the Heritage Fund.  By the end of
the 1998-99 fiscal year, it is expected that the Fund will hold only $854 million of
the government's own debt.  This has put $3.9 billion in cash back into the Fund
that has been reinvested in the stock and bond markets.   In addition, since 1996-97,
$200 million has been retained in the Heritage Fund to protect its value against
inflation.

Heritage Fund Assets
(millions of dollars)

At March 31

1994 1999 2000 2001 2002
Actual Forecast Estimate Target Target

Total Heritage Fund equity ............................................... 11,875 12,026 12,026 12,026 12,026
Internal holdings of debt issued by:

Provincial corporations ................................................ (2,562) (795) (536) (274) (128)
General Revenue Fund .............................................. (2,184) (50) (50) (35) (35)
Other .......................................................................... — (9) (9) (9) (9)

(4,746) (854) (595) (318) (172)

Heritage Fund external assets ......................................... 7,129 11,172 11,431 11,708 11,854

Heritage Fund
external investments
to grow by 6% over
the next three years.
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inflation.  If in-year revenue increases allow the government to get ahead of
schedule on accumulated debt repayment, a portion of the excess could be retained
in the Heritage Fund.

The appendix titled Alberta Heritage Savings Trust Fund Business Plan discusses
the current management of the Fund in more detail.

The Province’s Other Assets and Liabilities

The province has other assets and liabilities in addition to the Heritage Fund and the
accumulated debt.  By March 31, 2000, the government is expected to have total
liabilities of $24.2 billion, consisting of:

◆ $13.5 billion of accumulated debt,

◆ $4.9 billion of pension obligations,

◆ $3.9 billion borrowed by the Alberta Municipal Financing Corporation,
Agriculture Financial Services Corporation and the Alberta Opportunity
Company to finance their lending activities,

◆ $2.5 billion of accounts and interest payable and other liabilities that arise during
the normal course of government operations,

◆ minus the Heritage Fund internal holdings of about $600 million of these
liabilities.

The province’s financial assets are expected to total $19.4 billion on March 31,
2000, consisting of:

◆ $11.4 billion of Heritage Fund externally invested assets,

◆ $1.1 billion of externally invested assets of the Alberta Heritage Foundation for
Medical Research Endowment Fund and the Alberta Heritage Scholarship Fund,

◆ $4.1 billion of loans made by the Alberta Municipal Financing Corporation,
Agriculture Financial Services Corporation and the Alberta Opportunity
Company to local governments, farmers, agribusinesses and small businesses,
and

◆ $2.8 billion of other financial assets, including the government’s equity in its
commercial enterprises, primarily the Alberta Treasury Branches, and other cash,
marketable securities and accounts receivable.

This does not include the capital assets that the government owns, such as
highways, building and dams, with an estimated net book value of $7.2 billion.
These capital assets are not included on the government’s balance sheet.
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Pension Obligations
(millions of dollars)

                                 At March31

1998 1999 2000 2001 2002
Actual Forecast Estimate Target Target

Obligations for employees of organizations outside the
government reporting entity

Teachers' Pension Plan ...................................................................... 3,804 3,866 3,927 3,984 4,046
Universities Academic Pension Plan ................................................... 101 106 110 115 120
Local Authorities Pension Plan ............................................................ 11 0 0 0 0
Special Forces Pension Plan .............................................................. 17 9 5 2 0

3,933 3,981 4,042 4,101 4,166

Obligations for current and former government employees
and MLAs

Public Service Management Pension Plana ......................................... 657 651 640 628 615
Management Employees Pension Plan ............................................... 51 37 25 13 1
Public Service Pension Plan ................................................................ 191 178 132 90 45
Members of the Legislative Assembly Pension Plana ........................... 58 49 49 49 50

957 915 846 780 711

Pension Liabilities ................................................................................. 4,890 4,896 4,888 4,881 4,877

a Membership closed and pensionable service no longer being accrued.

Pension Obligations

The government’s share of the unfunded pension obligations of public sector
pension plans is scheduled to be eliminated under a legislated plan approved in
1993. The Local Authorities Pension Plan has already eliminated its unfunded
liability and three other active plans are expected to reach fully funded status in the
next few years.  It is expected to take several decades for the Teachers’ Pension
Plan to eliminate its unfunded liability.
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Net Financial Position
(millions of dollars)

                                   At March 31

1998 1999 2000 2001 2002
Actual Forecast Estimate Target Target

Liabilities
General Revenue Fund ................................................................... 13,353 12,935 12,743 12,839 12,893
School construction loans ................................................................ 1,110 1,006 904 805 710
Alberta Social Housing Corporation ................................................. 1,042 759 655 581 517
Less:  General Revenue Fund holdings of

provincial corporations' debt ....................................................... (595) (714) (796) (994) (1,121)

Accumulated Debt subject to the Fiscal Responsibility Act ... 14,910 13,986 13,506 13,231 12,999

Pension obligations .......................................................................... 4,890 4,896 4,888 4,881 4,877
Alberta Municipal Financing Corporation debt ................................. 4,191 4,045 3,258 3,016 2,817
Equity in Alberta Municipal Financing Corporation ........................... 331 280 234 245 263
Agriculture Financial Services Corporation debt ............................... 635 603 620 653 685
Alberta Opportunity Company debt ................................................. 77 85 91 94 98
Accounts and interest payable ......................................................... 2,328 1,750 1,854 1,723 1,623
Guarantees, indemnities and remissions .......................................... 283 283 283 283 283
Other accrued liabilities .................................................................... 117 117 117 117 117
Less:  debt internally held by the Heritage Fund .............................. (1,416) (854) (595) (318) (172)

Total Liabilities .................................................................................. 26,346 25,191 24,256 23,925 23,590

Financial Assets
Total Heritage Fund equity .............................................................. 12,026 12,026 12,026 12,026 12,026
Less:  internal holdings of debt ........................................................ (1,416) (854) (595) (318) (172)

Heritage Fund external investments ................................................ 10,610 11,172 11,431 11,708 11,854

Medical research and scholarship funds .......................................... 1,047 1,083 1,112 1,139 1,167
Alberta Municipal Financing Corporation loans ................................ 3,991 3,562 3,354 3,136 2,945
Other Alberta Municipal Financing Corporation assets ..................... 536 600 80 102 112
Agriculture Financial Services Corporation loans ............................. 635 603 620 653 685
Alberta Opportunity Company loans ................................................ 77 85 91 94 98
Farm Credit Stability and Small Business Term

Assistance deposits .................................................................... 447 291 195 147 123
Equity in commercial enterprises ..................................................... 135 164 260 390 564
Other cash, marketable securities and accounts receivable .............. 2,889 2,318 2,271 2,176 2,145

Total Financial Assets ...................................................................... 20,367 19,878 19,414 19,545 19,693

Net Debt ............................................................................................... 5,979 5,313 4,842 4,380 3,897
Less:  pension obligations ...................................................................... (4,890) (4,896) (4,888) (4,881) (4,877)

Net Debt (Assets) excluding pension obligations .......................... 1,089 417 (46) (501) (980)

a subject to the Balanced Budget and Debt Retirement Act

a a



APPENDIX

FEDERAL TRANSFERS FOR PROVINCIAL

HEALTH AND SOCIAL PROGRAMS



 152 - Federal Transfers for Provincial Health and Social Programs

Table of Contents
Federal CHST Transfers to Alberta .............................................. 153

Health Care is the Number One Priority for Canadians ................ 153

Encouraging Signs from the Federal Government ........................ 153

Federal Funding Will Not Keep Pace with Future Health
and Social Spending ................................................................ 154

Alberta Will be Penalized for Strong Tax Revenues ..................... 154

Next Steps ..................................................................................... 155

Federal/Provincial/Territorial Co-operation ................................... 156

Table
Federal  Transfers as a Share of Alberta’s Social Program

Spending .................................................................................. 154



Federal Transfers for Provincial Health and Social Programs -  153

Federal Transfers for Provincial
Health and Social Programs
Federal transfers for provincial health and social programs through the Canada
Health and Social Transfer (CHST) were cut by $6.8 billion, or 35%, from 1994-95
to 1998-99.  This cut to federal funding for provincial programs was more than four
times the 8% cut to the federal government’s own programs.  Alberta’s share of the
CHST dropped $541 million, or 36%.  As a result, federal support fell from
24 cents to only 14 cents for every dollar spent on these vital health and social
programs in Alberta.

Health Care is the Number One Priority for Canadians

At the August 1998 Annual Premiers’ Conference, Premiers emphasized to the
federal government that health care is the number one priority for Canadians. The
Alberta government has responded to Albertans’ priorities and increased its own
health funding from $3.1 billion to $4.0 billion, or about 30%, over the period of
the federal cutbacks, 1994-95 to 1998-99.

Encouraging Signs from the Federal Government

When the Social Union Framework Agreement was signed in February, the federal
government agreed to restore its health care support through the CHST.  In its 1999
budget, the federal government provided new CHST dollars for health care, with a
five-year funding commitment.  Nationally, $2 billion in new cash is added in both
1999-2000 and 2000-01 and $2.5 billion per year from 2001-02 to 2003-04.  All of
the new money will be allocated among provinces based on their population shares.

The sizable federal funding increase is a good start to restoring federal cuts of the
past four years.  This means that there will be about $190 million in new federal
support for Alberta’s health care system in the next two years and just over $240
million in the following three years.

Federal CHST Transfers to Alberta
($ millions)

Established Programs Financing (EPF) and Canada Assistance Plan (CAP)

Source:  Alberta Treasury
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Provincial Matching Commitment

Premier Klein committed to match these new federal dollars in 1999-2000.  Alberta’s
share of the new federal health funding in 1999-2000 is $192 million and health
spending will increase by $386 million this year.  The priority for the additional
dollars will be improving Albertans' access to essential health care services.

Federal Funding Will Not Keep Pace with Future Health and Social
Spending

After 1999-2000, the federal funding increases will not keep pace with Alberta’s
commitment to enhanced health funding.  Between 1999-2000 and 2001-02,
Alberta’s health spending is expected to grow by nearly $550 million.  Federal
funding will grow by just $53 million over that period.

  Federal Transfers as a Share of Alberta's Social Program Spending

 ($ millions) 1994-95 1998-99 1999-2000 2000-01 2001-02

  Provincial Social Program Spending
Advanced Education 1,171 1,286 1,356 1,413 1,468
Family and Social Services 1,309 1,401 1,470 1,518 1,561
Health 3,829 4,465 4,851 5,094 5,400
Total 6,309 7,152 7,677 8,025 8,429

  Federal Transfers (EPF/CAP and CHST) 1,510 969 1,278 1,254 1,303
Of which, New Federal Health Funding - - 192 194 245

  Share of Prov. Social Program Spending 23.9% 13.5% 16.6% 15.6% 15.5%

As noted earlier, federal transfer fell to only 14% of Alberta spending on health and
social programs in 1998-99.  The federal budget changes will increase that support
to 17% in 1999-2000, before falling back to 16% in the following two years.

Alberta Will be Penalized for Strong Tax Revenues

For years, Alberta has called for all
Canadians to be treated equally by the
federal government when it comes to
federal support for provincial social
programs.  We were pleased to see
that the federal government intends to
eliminate the disparities among
provinces in per capita total CHST
entitlements (cash plus the value of the
tax transfer) by 2001-02.  As a result,
Alberta’s share of CHST cash funding
will rise from 81% of the national
average in 1998-99 to 91% in
1999-2000.

Federal CHST Transfers to Albertans
(% of Canadian Average)

Source:  1999 Federal Budget
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However, the federal government plans to continue to penalize Alberta and Ontario
for strong tax revenues.  Because of this, Alberta’s CHST revenues will again
begin to decline relative to the Canadian average, starting in 2000-01.  At the end of
the current federal commitment to the CHST in 2003-04, Alberta’s share will be
back down to only 81% of the Canadian average.  This inequity is unacceptable to
Albertans.

Next Steps

More work remains to be done to make the CHST more equitable and to ensure
that the provinces have adequate resources to meet the health and social needs of
Canadians.

The Equalization Program considerably reduces the revenue-raising disparities
among provinces and allows provinces sufficient revenues to provide reasonably
comparable levels of public services at reasonably comparable levels of taxation.  It
is a vital part of the Canadian fiscal arrangements.  Alberta continues to support the
principle of equalization, but believes that all equalization should be kept in the
Equalization Program and out of other federal transfers, such as the CHST.

This means that all CHST cash should be allocated among provinces on an equal
per capita basis, that is, based solely on population shares.  If Alberta has 10% of
the Canadian population, then Alberta should receive 10% of the CHST cash
transfer.

A move to an equal per capita CHST cash transfer would also make the CHST
program simpler and more transparent.  With the CHST Supplement, other CHST
funding set aside for health, the cash floor and the inclusion of tax transfers, the
CHST has become too complex and obscure, which reduces government
accountability.

The federal government must also address the growing gap, in favour of the federal
government, in the distribution of revenue sources and spending responsibilities
between Canada’s two orders of government.  Simply put, the federal government
has the fastest growing revenues, while the provinces have the fastest growing
expenditure responsibilities.

Health care costs, for example, are expected to grow rapidly as our population ages
and are expected to considerably outpace the revenue growth of provincial
governments.  The federal government needs to work with the provinces to help
ensure that provinces have adequate resources to meet the health needs of
Canadians.  The additional federal CHST funding will only restore, by 2001-02,
health care funding to where it was in 1994-95.  This ignores the rise in health costs
over this period.  In addition, the federal government still needs to address the cuts
to post-secondary education and social services.

To address these realities, the federal government must continue to reinvest in the
CHST as additional funds become available.  It should attach a real escalator to the
CHST cash transfer.  One option would be to tie the growth in the CHST cash

". . . (H)orizontal
imbalances among
better and less well
off provinces are
appropriately dealt
with through the
Equalization
Program."

- Finn Poschmann,
et  al., C. D. Howe
Institute, 1999

"Both fairness and
transparency would
require that  . . . the
cash distribution to
the provinces should
be equal per capita."

- Finn Poschmann,
et  al., C. D. Howe
Institute, 1999

"Ensuring that health
care funding is
adequate in the future
requires that there be
an escalator in the
CHST."

- Provincial/
Territorial Finance
Ministers, October
1998
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transfer to the growth in Canadian gross domestic product or the growth in federal
revenues.

Another option, one Alberta prefers, would be for the federal government to offer
the provinces a choice between the existing CHST and a transfer of tax room to the
provinces in lieu of the cash transfer.  A tax room transfer means that Alberta would
collect directly from individuals and business an amount equivalent to the CHST,
instead of the federal government collecting taxes from Albertans and then sending
a portion back to Alberta as the CHST.

As noted in last year’s provincial budget, a tax transfer would provide for better
accountability to Canadians, insulate provincial revenues from arbitrary federal
interference, and potentially create a better match between revenue growth and
social program cost pressures.

Federal/Provincial/Territorial Co-operation

The Social Union Framework Agreement shows that the provinces, territories and
the federal government can work together to enhance the working of the Canadian
federation.   We can build on that agreement and work in partnership to ensure that
Canadians’ priorities are met.  As it now stands, the federal government can make
arbitrary changes to the CHST provided it gives the provinces one year's notice.
Alberta calls for a CHST partnership, with the federal, provincial and territorial
governments working together in a joint five-year CHST review process.
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The Alberta Tax Review Committee estimated that their proposal
would cost $500 million initially.  The cost of the government’s tax plan,
however, is $600 million, or 20% higher.  This means that the economic
impacts of the government’s tax plan should be about 20% larger than

the impacts estimated for the Tax Review Committee proposal.
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Economic Impacts of Alberta Tax
Review Committee Proposal

Executive Summary

The experience from other countries indicates that personal income tax cuts have a
positive impact on the economy, boosting consumer spending in the short-run and
increasing labour supply in the long run.  Since supply-side effects could also
potentially boost long-run growth rates, the cumulative impact on living standards
becomes important over time.

In October 1998, the Alberta Tax Review Committee (TRC) proposed a new
“single rate tax” for personal income taxes costing an estimated $500 million
initially.  An economic analysis of the TRC proposal shows that:

◆ Real GDP increases by 0.8% after 5 years, while employment is up 17,000 or 1.0%.

◆ Before taking into account the induced impacts of the tax cut on economic
activity, the immediate foregone revenues from the cut grow from $500 million
in the first year to about $670 million in the fifth year because of the growth in
personal income that normally occurs. However, the rise in economic activity
reduces the loss in provincial income tax (PIT) revenues to about $510 million
in the fifth year.

◆ Other tax revenues, such as corporate income taxes, fuel taxes and user fees,
also rise. Overall, total tax and transfer revenues are down about $400 million.
Higher economic activity thus eventually offsets about $270 million or 40% of
the revenue losses from the tax cut.

◆ Since the tax plan announced in this budget is about 20% larger than the TRC
proposal in its initial year, the economic impact would also be about 20% higher.

   Estimated Impacts of Alberta Tax Review Committee Proposal
   (differences from base forecast)

Year 1 Year 2 Year 3 Year 4 Year 5

   Real GDP (%) 0.5 0.7 0.7 0.8 0.8

   Employment (‘000) 3.9 7.6 11.0 14.1 17.1

   Provincial PIT ($million) -478 -485 -457 -476 -508

   Total Provincial Revenues ($million)-413 -409 -381 -384 -404
     (excludes investment income)
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Introduction
In the fall of 1998, the Alberta Tax Review Committee recommended a number of
major changes to the personal income tax system in Alberta.  Their key
recommendations included:

◆ A new system based on taxable income rather than federal taxes, where income
would be taxed at a single rate of 11%.

◆ Increases in the basic personal exemption and full inflation indexation.  The
spousal exemption would be set equal to the basic personal exemption.

◆ Elimination of the temporary deficit elimination taxes introduced in the late
1980s.

The Committee estimated that if the proposed changes were implemented
immediately, they would reduce provincial income tax revenues by about $500
million. In their view, some of the revenue losses would likely be offset by the
positive economic impacts of the proposed tax cuts.  The impacts of immediately
implementing all of the proposed changes on Alberta’s economic performance and
the net effect on government revenues were examined subsequently and are
reported in this annex.

Theoretical Impacts of Tax Cuts

A cut in personal income taxes affects the economy in two ways.  First, a tax cut
puts more money in consumers’ pockets and boosts demand for goods and services.
Households spend most of the increase in their disposable income on consumer
goods and services, as well as housing.  This in turn encourages businesses to
expand by hiring more workers and boosting investment.  Higher employment then
leads to further increases in household spending, and further expansion by
businesses.  These induced effects mean that the ultimate rise in consumer and
business spending exceeds the amount of the original tax cut (“the multiplier
effect”), at least temporarily.

Second, lower tax rates can have important supply-side effects, which permanently
enhance the productive capacity of the economy.

◆ A decrease in marginal personal tax rates increases labour supply since lower tax
rates mean that people see more of the benefits of success.  They therefore have
incentive to work more and to improve their education and training.

◆ A tax cut would also increase after-tax investment income and could encourage
people to invest more.

◆ According to endogenous growth theory,1  higher investment in either capital
goods or human capital (through education) leads to an increase in the long-run
growth of the economy.

1  See, for example, the Symposia on New Growth Theory in The Journal of Economic
Perspectives, Winter 1994, Vol 8 (1), pp. 3-72.
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2 The Organization for Economic Co-operation and Development has estimated that total factor
productivity growth in the U.S. business sector rose from an average of 0.1% per year over the
1973-1979 period to 0.6% per year between 1979 and 1996.

3 Barry Bosworth and Gary Burtless  “Effects of Tax Reform on Labor Supply, Investment, and
Saving”, Journal of Economic Perspectives, Winter 1992: 3-25.

4 Eric Engen and Jonathon Skinner “Taxation and Economic Growth”, National Tax Journal, 49
No.4 (December, 1996): 615-40.

The positive economic effects of a tax cut depend to a large extent on people’s
expectations.  If the tax cuts appear unsustainable (because of large budget deficits
either existing or expected), people will expect the cuts to be temporary.  People
will therefore have little incentive to increase either their labour supply or their
savings, and there would be no supply-side effects.

Experience with Tax Cuts Elsewhere

Both the Kennedy tax cuts of the early 1960s and the Reagan tax cuts of the 1980s
marked the start of a period of strong growth in the United States economy.  The
Reagan tax cuts are one of the best studied examples of tax cuts over the last 25
years.  The 1981 tax cuts were followed in 1986 by the Tax Reform Act, which
was designed to lower marginal tax rates, but broaden the tax base.

There is no doubt that the U.S. experienced a major economic boom during the
Reagan years.  Real GDP growth averaged 4% between 1983 and 1989,
productivity growth picked up2  after languishing in the 1970s, and the
unemployment rate dropped from 9.7% in 1982 to 5.3% in 1989. Lower interest
rates after the 1981 recession and increased government spending by the Reagan
government were also major contributors to this impressive economic performance.
The expansionary fiscal policy, however, drove up the U.S. budget deficit (all
levels of government excluding social security) from 0.9% of GDP in 1981 to 2.7%
in 1989 despite rapid growth in tax revenues due to a strong economy.

The positive supply-side effects were one of the key arguments made for the
Reagan tax cuts and the 1986 Tax Reform Act – that it would increase labour
supply and boost savings and investment.  The review by Bosworth and Burtless
(1992)3  is a careful attempt to disentangle the effects of the tax changes from other
changes taking place in the U.S.  They conclude that the tax changes did have the
anticipated positive impact on labour supply, although much of the gains were
concentrated among poor households who were not directly affected by tax reform.
However, net investment and private savings both fell as a share of national
income.

In their review of a number of cross-country studies, Engen and Skinner4  conclude
that the evidence suggests that countries with higher taxes have lower economic
growth, although the results depend to some extent on the precise tax measure used.

Engen and Skinner also use the results from a number of sectoral studies to estimate
the potential effects of personal tax cuts on long-run growth.  They assume that an
increase of 1% in the after-tax wage would increase the supply of labour by about



 162 - Economic Impacts of Alberta Tax Review Committee Proposal

0.15% (the “elasticity of supply”).  Thus reducing marginal tax rates by 5
percentage points would increase total hours worked by 0.75 percent.  Given their
assumption that labour accounts for about 75% of output growth, this would boost
the long-run output level by 0.6%.  According to endogenous growth models, they
estimate that it could also boost long-run growth rates by about 0.1 percentage
point, once the increased incentives to invest in education and training are taken
into account.

Engen and Skinner point out that even though the growth effects are small, they can
have an important impact on long-term living standards.  Over a period of 40 years,
for example, an increase of 0.1 percentage point in the average growth rate would
lead to an increase of 4.1% in per capita incomes.  They conclude that “the potential
effects of tax policy, although difficult to detect in the time-series data, can be
potentially very large in the long-term” (p. 636).

Macroeconomic Impacts of an Alberta
Income Tax Cut

The economic impacts of the TRC proposal were analyzed using an econometric
model of the Alberta economy.  The key results are shown in Table 1.  In the first
year of the tax cut, personal disposable income increases 1.2%, relative to the base
forecast, boosting consumer spending by a similar amount.  The resulting rise in
corporate profits leads to an increase in business investment. Real GDP is up 0.5%,
and employment up 3,900.  The unemployment rate is essentially unchanged,
however, as the increase in employment is offset by an increase in the labour force.
The labour force rises for two reasons.  First, the increase in after-tax wages leads to
a rise in the participation rate (0.1 percentage point) as expected.  Second, the
labour force also rises because of an increase in net interprovincial in-migration.

   Table 1:  Economic Impact of $500 Million Provincial PIT Cut
   (difference from base forecast)

Year 1 Year 2 Year 3 Year 4 Year  5

   Real GDP (%) 0.5 0.7 0.7 0.8 0.8

   Employment (‘000) 3.9 7.6 11.0 14.1 17.1

   Labour Force (‘000) 3 6.2 9.3 12.2 15.1

   Unemployment Rate (percentage pt) -0.1 -0.1 -0.1 -0.2 -0.2

   Net In-Migration (‘000) .6 2.4 5.0 8.1 11.8

   Personal Disposable Income (%) 1.2 1.5 1.6 1.8 1.9

   Real Consumer Spending (%) 1.1 1.3 1.5 1.7 1.7

   Corporate Profits (%) 2.1 2.4 1.8 1.5 1.5

   Real Business Investment 0.5 0.7 0.8 0.9 0.9

          (including Residential) (%)
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The effects of the tax cut grow over time.  Four years after the tax cut is implemented,
real GDP is up 0.8% relative to the base case, with real consumer spending up almost
2%, and investment up almost 1%. The rise in employment reduces the unemployment
rate only slightly, again because of stronger labour force growth.

Fiscal Impacts

The tax reduction proposed by the Alberta Tax Review Committee was estimated
to reduce personal income taxes by $500 million in the first year, before the
induced impacts of greater economic activity are taken into account.  The direct
fiscal impacts (see Table 2) rise over time due to the rise in personal income that
normally occurs every year.

The rise in economic activity described in the previous section increases
government revenues through higher personal and corporate income taxes, and
other taxes such as fuel taxes.  User and licence fees also rise because of higher
population growth.  In addition, the new single rate tax system reduces the
incentive to under-report income, that is, to participate in the “underground
economy.”  Table 2 shows the fiscal impact, including both direct and induced
effects, of the single rate tax proposal.

               Table 2:  Fiscal Impact of $500 Million Provincial PIT Cut
   (difference from base forecast)

Year 1 Year 2 Year 3 Year 4 Year 5

Personal Income Tax -478 -485 -457 -476 -508

Corporate Income Tax 30 35 40 45 39

Other Direct Taxes  3  5  7  9 11

Fuel and Other Indirect Taxes 39 51 62 73 86

Federal Transfers -10 -22 -41 -44 -43

Other Transfers  4  6  8 10 12

   Total* -413 -409 -381 -384 -404

   Direct Fiscal Impact -509 -550 -587 -625 -668

   Revenue Recovery 96 141 206 241 266
      % of direct fiscal impact 19  25  35  40 40

Increased economic activity thus reduces the revenue losses due to the tax cut to
about $400 million per year.  The revenue recovery amounts to about 20% of the
direct tax cut in year 1, rising to about 40% by the fourth year of the tax cut.
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Conclusions

The Tax Review Committee estimated that their proposal would reduce personal
income taxes by about $320 per year for each Alberta tax filer, and remove about
78,000 people from the provincial income tax rolls. There are sound economic
arguments for reducing personal tax rates.  In particular, this would:

◆◆◆◆◆ Increase the returns from working.   Encouraging more people to enter the
labour force would enhance the productive capacity of the economy.

◆◆◆◆◆ Increase the competitiveness of the Alberta economy, in particular, its ability to
attract and retain high-skill highly mobile workers, who might otherwise be
tempted to move to lower tax jurisdictions in the U.S.

◆◆◆◆◆ Potentially increase the long-run growth rate of the Alberta economy.
Experience suggests that countries with lower tax rates generally tend to grow
more rapidly.

The experience from the U. S suggests that tax cuts can have a positive impact on
economic performance and that they can have positive supply-side effects as well.
The results from an analysis of the Tax Review Committee's proposal for Alberta
are similar, with stronger economic performance partly offsetting the initial costs of
the tax cut.  The effects of the government's tax plan are likely to be about 20%
higher than the TRC proposal since the cut is 20% larger.

.
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Capital Planning:  Infrastructure to
Support Government Priorities
Infrastructure:  A Priority

Infrastructure is a priority in the 1999-2002 business plan.  Effective and efficient
infrastructure, however, is not an end in itself.  It plays an important supportive role
in realizing goals for the government’s three core businesses.  Examples of
supportive infrastructure in each core area include:  people – health care and
educational facilities; prosperity – highways, dams, irrigation canals; and
preservation – correctional facilities and the forest fire control system.

Major programs for physical infrastructure are the subject of a cross-government
initiative on capital planning.  Its focus is on how infrastructure investments are
planned and spending priorities are established.  The specific strategies and targets
for 1999-2000 for the capital planning initiative are set out in the government
business plan.

This Appendix summarizes this work, first by describing the infrastructure, then by
outlining the common issues identified across this infrastructure, and finally by
setting out the common solutions being pursued.

Infrastructure Owned or Supported by Government

Government will spend $1.3 billion on infrastructure this year, including the
$150 million, three year additional commitment to municipalities for transportation
infrastructure.   This funding is used on a range of infrastructure with a replacement
value estimated to exceed $70 billion.

Some types of infrastructure are government-owned, with government responsible
for its maintenance, preservation and expansion.  Other types are owned by
partners, such as school boards, municipalities and regional health authorities, with
the government providing financial support.   In the case of health care facilities and
schools, government is the sole funding source.  However, for other types of
supported infrastructure, the government's role ranges from significant to minor,
with various programs in place to cost-share infrastructure with partners.

Described below are the major infrastructure types.  Support is also provided
through smaller programs such as the rural gas program, through agencies including
the Alberta Social Housing Corporation, and through initiatives such as the
Community Facility Enhancement Program.
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Owned Infrastructure:

Government-owned infrastructure has an estimated replacement value of over
$21 billion. The two largest components are primary highways at over $13 billion
in value, and water infrastructure at $4 billion.

◆ 13,825 km of highways; 2,089 bridge structures
◆ 35 vehicle inspection stations and mobile sites
◆ 7 rest areas
◆ 520 km of other roads and related bridge structures such as roads on Indian

Reserves

◆ 52 dams
◆ 26 weirs and lake control facilities
◆ 4 pumping stations
◆ 70 other facilities, including 320 km of main canals serving over 1.3 million acres

of irrigated land and 48 municipalities

◆ 2.2 million square metres of owned and .4 million square metres of leased
facilities

◆ facilities used for a range of purposes:  office, justice, community service, culture,
research, legislative, maintenance/warehouse

Natural Heritage Sites
◆ 65 provincial parks; 295 recreation areas
◆ 10 wilderness parks; 3 wilderness areas
◆ 154 natural areas; 16 ecological reserves
◆ 14,400 campsites; 1,100 km of trail;

600 km of roads

Primary Highways
and other Transport
Facilities
(Transportation and
Utilities)

Water Infrastructure
(large projects -
Public Works,
Supply and
Services)
(small projects -
Environmental
Protection)

Government
Facilities
(Public Works,
Supply and
Services)

Other Environmental
Facilities
(Environmental
Protection)

Heritage Collections
(Community
Development)

Land and Forest
◆ 200 forest protection sites and

helipads
◆ 31 forest area and district offices
◆ 2000 lookouts, fire staging bases,

cabins, garages, fuel caches, etc.
◆ 17 forestry airstrips

◆ over 2.5 million artifacts housed at 18 provincial facilities and the Glenbow
Museum

◆ 67 heritage structures and 2 sites containing multiple heritage structures;  2090
hectares of historically significant lands

◆ over 75,000 boxes of archival papers plus photos, maps, drawing and audio-
visual materials
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Fully Supported Infrastructure:

Infrastructure supported 100% by the government has an estimated replacement
value of over $13 billion, with health care facilities at  $5.4 billion and schools at
$8 billion.

◆ 352 facilities for acute care, long-term care, community health, mental health and
cancer treatment

◆ 2.1 million square metres

◆ 1,500 permanent facilities; 3,600 portable classrooms
◆ 6.5 million square metres

Health Care
Facilities (Public
Works, Supply and
Services)

Schools
(Education)

Partially Supported Infrastructure:

Infrastructure cost-shared with partners has an estimated replacement value
exceeding $40 billion.  Municipal roads and other transport facilities account for
some 75% of this total, followed by municipal water/ wastewater facilities and
post-secondary institutions, each with an approximate value of  $4 billion.

◆ 18  institutions with 603 buildings
◆ 2.4 million square metres.

◆ 146 lodges; 8,079 beds
◆ 0.3 million square metres

Post-secondary
Institutions
(Advanced
Education and
Career
Development)

Seniors Lodges
(Public Works,
Supply and
Services)

Municipal Roads
and other Transport
Facilities
(Transportation and
Utilities)

Municipal Water/
Wastewater
(Transportation and
Utilities)

Irrigation Facilities
(Agriculture, Food
and Rural
Development)

Rural Municipalities
◆ 15,060 km of secondary highways;

1,627 bridge structures
◆ 130,144 km of rural roads;

8,625  bridge structures
77 Community Airports

Cities
◆ 1,804 km of highways and truck routes
◆ 1,423 buses; 122 LRT vehicles;

42 km of track
Towns and Villages
◆ 6,486 km of roads

◆ 785 municipal water/wastewater systems
◆ Agriculture Food and Rural Development also provides funding to municipalities

to assist in developing industrial wastewater facilities for agricultural processing

◆ 7,386 km of canals, pipelines and associated dams, owned and operated by
13 irrigation districts
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Common Issues Facing Infrastructure

The cross-government review of the major infrastructure described above identified
two common issues:

◆ Aging facilities.   The 1970’s and early 1980’s were a period of major expansion
of Alberta’s infrastructure.  As this infrastructure ages – whether it is a
school, a road, a dam, etc.  – preservation requirements increase.  Preservation
includes renovation, modernization, rehabilitation, major capital maintenance,
and actual facility replacement.  Over two thirds of capital-related infrastructure
spending is on preservation.

◆ Growth pressures.   Alberta has experienced a period of growth in this decade.
Growth – in the overall population; in the school aged or senior population; in
economic activity generally; and in specific communities or regions – puts
pressure on existing facilities and creates a demand for expansion.

Infrastructure has a long useful life and preservation requirements are predictable
over the long term.  Expansion and major renovation projects can also take a number
of years to plan and complete.   The multi-year character of infrastructure leads to a
third issue identified by ministries and their  partners:

◆ Budget policies and practices.  Business plans set out program funding levels for
three-years, which facilitate infrastructure planning and project implementation.
However, the Legislative Assembly votes funds for a single year only.  As a
result, for example, funds lapsed due to a poor construction season or
construction delays cannot be carried forward into the next year.  Ministries and
their partners indicate that current budget policies and practices create constraints
to effective multi-year infrastructure initiatives.

Another issue, unique to government-owned infrastructure, is the rigidity caused
by separate ‘operating’ and ‘capital’ votes.  Without Legislative Assembly
approval of a Supplementary Estimate, surplus construction dollars could not be
used to meet urgent maintenance needs or vice versa because the former was
voted as ‘capital’ and the latter as ‘operating’.   For supported infrastructure, all
funds were voted as ‘operating’.

Common Solutions for Infrastructure

The common issues of aging infrastructure and growth pressures might suggest the
simple solution of spending more on infrastructure.  However, any amount of
investment has to be prudent, targeted to the highest priority needs, and consistent
with the government's fiscal objectives.  Spending must be based on what can be
afforded over the longer term, not just during peaks in revenue cycles.

A number of strategies are being pursued cross-government to strengthen priority
setting processes for infrastructure investment.   These include:

◆ Requiring ministries to have in place formal, independently verifiable
infrastructure management systems.  Ministries now use a variety of systems and
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approaches to identify and prioritize infrastructure projects, and support their
program funding requests.   For 1999-2000, targets have been set that 75% of
spending on owned infrastructure and 30% of spending on supported
infrastructure will be supported by formal, independently verifiable systems by
year-end.  Further progress will be made in 2000-2001 toward having all
infrastructure spending covered by such systems.

◆ Developing key common performance measures across the various types of
infrastructure, such as measures of infrastructure condition.  By the spring of
2000, 75% of these measures will be developed jointly by ministries, and will
serve as another tool to help government assess infrastructure needs and
priorities.

◆ Providing government with an annual corporate capital overview at the start of
each business planning cycle to facilitate planning and priority setting.   The
overview aims to achieve this objective by supplying consistent information
across infrastructure programs.  It is expected that the content of the overview
will be improved annually as independently verifiable infrastructure
management systems are put in place to support ministry funding requests, and
common key performance measures are developed.

Initiatives are also underway to ensure that ministries use infrastructure dollars in
the most effective way by:

◆ Divesting of underutilized infrastructure or putting it to alternate uses.  A first
priority is for ministries to work together on a framework for assessing
divestitures/ alternate uses.   Savings from such activities can help fund higher
priority infrastructure preservation and expansion requirements.

◆ Making the best use of the private sector.  As an initial step, ministries are
sharing experience and developing an evaluation framework for private sector
infrastructure provision.

◆ Improving budget policies and practices for infrastructure.  With the 1999-2000
Estimates, ‘operating’ and ‘capital’ votes have been combined, affording
ministries enhanced flexibility in managing owned infrastructure.  In
1999-2000, a report on issues and options for multi-year infrastructure
budgeting will be developed.

The 1999-2000 fiscal plan makes provision for an economic cushion to protect
against unforeseen weakness in revenue or unforeseen expenses.  If not required for
these purposes, 75% will be applied to debt repayment and 25% used as a
contingency reserve.  The contingency will be available for priority spending needs,
including one-time infrastructure improvements.  This plan has the potential to
provide additional funds in a fiscally prudent manner to help address the needs of
aging infrastructure and growth.

There is no short-term fix for the infrastructure issues that have been identified.
Ministries will work together to improve planning, priority setting and effectiveness
in the use of the available dollars.  The more efficient and effective government
processes that result from the capital planning initiative will be of long term benefit
to Albertans.
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Alberta Heritage Savings Trust
Fund Business Plan

Background

Introduction

◆ The Heritage Fund was created in 1976 as a means to provide savings of non-
renewable resource revenue.  The Fund grew from a portion of Alberta’s oil
and gas revenue being deposited into the Fund since inception in 1976 and until
1987.  As well, prior to 1982, the Fund kept its investment income.  The size of
the Heritage Fund peaked in 1987 at $12.7 billion (at cost) and since then has
declined in value by the amount of annual Capital Projects Division
expenditures (the last year of spending was 1994-95).

◆ On January 1, 1997 the Heritage Fund was restructured in response to a public
review of the Fund which began in 1994-95.  The restructuring includes a new
governance structure as well as the establishment of clearer investment
objectives and performance measures.  The Fund’s first business plan was
implemented in January 1997.

Fiscal Context

◆ Assets and income of the Heritage Fund are fully consolidated with the assets
and revenue of the province.  As a result, for fiscal planning purposes and
under the Balanced Budget and Debt Retirement Act:  (i) consolidated
Heritage Fund income is included in the determination of the province’s
budget surplus and (ii) Heritage Fund assets are netted off gross liabilities in
determining the net debt position of the province.

◆ The Balanced Budget and Debt Retirement Act requires that the province
reduce its net debt to zero by March 31, 2010 beginning in the 1996-97 fiscal
year.  The net debt can be reduced by applying budget surpluses to either (i)
pay down gross debt or (ii) increase assets (for example, by inflation proofing
the Heritage Fund).

◆ The province has more debt than assets; that is, it has “net debt”.  On a
consolidated basis the province’s net debt, after deducting Heritage Fund and
other assets, was $1.1 billion at March 31, 1998 (excludes pension liabilities).
Net debt is forecast to be $417 million at March 31, 1999.
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Purpose

◆ This is the third business plan for the Heritage Fund, which amends the
previous business plans and incorporates updated financial information and
income forecasts.  This plan sets out the broad objectives of the Fund as
expressed in the legislation, more specific investment objectives, other goals
and strategies to achieve the Fund’s objectives, and performance measures.

◆ Three changes are:

1.  Adjust the asset mix ranges as follows so that they are centered on the new
  long run asset allocation policy.

Current Ranges Proposed Ranges
% of assets at market value

Interest Bearing Securities 35-55 30-50
Equities 45-65 50-70

2.  Clarify the outcomes and performance measures for the Endowment
portfolio (Page 181).

3.   Update the investment limits of the Transition Portfolio to reflect the
  reduced exposure to Alberta (Page 179).

Heritage Fund Structure

The mission of the Heritage Fund is as follows:

To provide prudent stewardship of the savings from Alberta’s non-renewable
resources by providing the greatest financial returns for current and future
generations of Albertans.

◆ The government’s fiscal plan, published in Agenda ’96 included
unconsolidated annual income from the Heritage Fund of about $900 million
based on a continuation of the Heritage Fund investment policy at the time of
preserving capital and being positioned for change.  It was also based on
forecast interest rates at the time.  The government keeps it books on a
consolidated basis and therefore Heritage Fund income is included in
consolidated income for the province.  Consequently, the level and variability
of Heritage Fund income is important to the government’s fiscal plan.

◆ If the Fund were invested solely with the objective of optimizing long-term
financial returns, it is unlikely that it would generate this level of income over
the next three years.  Income could vary significantly from year to year for the
following reasons:



      Heritage Fund Business Plan - 177

1. An investment policy to maximise long-term returns implies a
significantly higher weighting towards investments in equities in
comparison to the equity holdings at the time the Fund was restructured.
While equities have historically provided investors with higher total
returns (dividends and capital gains) than fixed income investments,
dividend rates in general are lower than interest rates thereby providing
lower current income.  The timing of realizing capital gains is also
uncertain.

2. The well-established capital market principle that increased returns, as
provided by equity investments, are accompanied with increased risk or
return volatility means that the Fund’s income would be more variable.

◆ In order to provide for an orderly transition between the need for current
income and long-term investment goals, the Heritage Fund has been divided
into two separate portfolios:  a Transition Portfolio and an Endowment
Portfolio.

◆ Each portfolio is managed independently of the other to meet its own specific
investment objective and measured against its corresponding benchmarks.

◆ The Transition Portfolio is invested primarily in interest bearing securities
with an emphasis on generating current income to support the province’s fiscal
plan.

◆ The Endowment Portfolio is invested in a diversified portfolio including
interest bearing securities, Canadian equities and international equities.

◆ The Transition Portfolio will support current income needs in the first few
years and then see its role diminish over the transition period as it is reduced
in size and the Endowment Portfolio grows.

◆ Over a maximum ten-year transition period starting in 1996-97, a minimum of
$1.2 billion (at cost) in assets will be transferred annually from the Transition
Portfolio to the Endowment Portfolio.  By December 31, 2005, all Heritage
Fund assets will be invested in the Endowment Portfolio.  $1.2 billion was
transferred in 1998-99.  A further $1.2 billion will be transferred in 1999-2000.
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Heritage Fund Investments at Cost Fair Value
(thousands)

Endowment Portfolio
Cash 136,302 136,302
Fixed-income Securities 1,894,319 1,900,944
Canadian Equities 483,629 847,458
Foreign Equities 963,360 1,025,781
Real Estate 53,848 62,438

Total Investments-Endowment Portfolio 3,531,458 3,972,923

Transition Portfolio
Cash 61,147 61,147
Fixed-income Securities 7,258,982 7,442,141
Provincial Corporation Debentures 871,948 1,016,922
Subtotal 8,192,077 8,520,210
Canadian Equities 71,127 94,293
(Nova Chemicals & Trans Canada Pipelines)
Loans

Ridley Grain Ltd. 93,500 93,500
Vencap Acquisition Corporation 13,409 13,409

Sub-total Equities and Loans 178,036 201,202

Total Investments-Transition Portfolio 8,370,113 8,721,412

Total Heritage Fund Investments (Excludes accrued 11,901,571 12,694,335
interest)

◆ As part of the new framework, the Heritage Fund will be “inflation proofed”
by retaining enough of the Fund’s income in order to keep up with inflation,
meaning that the Fund will begin to grow again.  However, until after the
1998-99 fiscal year the Fund will only be allowed to keep some income to
offset inflation if the province’s surplus exceeds $500 million.  In 1997-98,
$25 million of the Fund’s income was retained in the Fund (in the Endowment
Portfolio) to offset inflation.*

* Subsequent to the approval of this business plan by the Select Standing Committee, the government
introduced the Fiscal Responsibility Act, which, if passed, would grant the Provincial Treasurer discretion to
inflation proof the Alberta Heritage Savings Trust Fund when revenue is sufficient to do so.

◆ Heritage Fund assets that are consistent with its long term investment
objective, or that can readily be disposed of to permit acquisition of
appropriate assets have been allocated to the Endowment Portfolio, with the
remainder residing in the Transition Portfolio.  Since the initial allocation of
$1.2 billion on January 1, 1997, an additional $2.4 billion (at cost) has been
transferred from the Transition Portolio to the Endowment Portfolio per the
transition plan.  Below is a breakdown of assets as at December 31, 1998.
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Goals, Strategies and Outputs, Outcomes,
and Performance Measures

◆ The legislated investment objective of the Transition Portfolio  is:

Investments shall be made with the objective of supporting the
government’s short-term to medium-term income needs as reflected
in the government’s consolidated fiscal plan.

What is the best approach in achieving this objective?
◆ Because the province has debt, it is important that the Transition

portfolio earn a rate of return that exceeds the cost of the
province's debt.  Treasury has established a framework to
coordinate management of the Heritage Fund Transition Portfolio
and the province's debt so as to maximize income over the
medium term and minimize costs while constraining the risk to the
government’s bottom line.

The legislated investment objective of the Endowment Portfolio is:

Investments shall be made with the objective of maximizing
 long-term financial returns.

◆ Given a long-term investment horizon, investment practice
suggests that a mix of equities and interest-bearing securities best
achieves the objective of optimizing financial returns as it
provides enhanced returns and diversifies risk.  A long-term
investment horizon, in this context, means at least two business
cycles.  Emphasis on “long-term” in the investment objective is
designed to help the investment manager continue to plan and
execute strategies in a long-term context at times when short-term
pressures exist.

◆



Goal 1: Earn income to support the government’s consolidated fiscal plan.

Strategies/Outputs Outcomes Performance
Measures/Benchmarks

• Invest Transition Portfolio assets in
accordance with the investment
industry standard “Prudent Person
Rule” which assigns the investment
manager responsibility to restrict
investment to assets that would be
approved by a prudent investor.

• Invest in interest bearing securities
(Canadian dollar issues; non-Canadian
dollar issues would be swapped into
Canadian dollars) that are rated at time
of purchase a minimum of investment
grade (BBB or equivalent) by a
recognized rating agency or in the
absence thereof by Alberta Treasury.

• Maintain an average term to maturity
between  3 years and  4 years. (The
province’s Canadian dollar liability
portfolio is managed within the same
range1 ).

• Limit investments to the various
categories of interest-bearing securities
(% of market value):

Maximum (%)
Canada & Guaranteed ......   No Limit
Alberta ..................................... 17
Other Provincial Debt .............. 53
Municipal .................................. 5
Asset-backed ........................... 10
Private Corporate .................... 10
Public Corporate ...................... 25
Mortgages ................................ 5
Other Sovereign

2
..................... 5

• A high level of income to the
government’s fiscal plan without
undue variation to the province’s
bottom line.

• A higher return on assets than
the cost of the province’s debt.

• Investments consistent with the
objectives of the Transition
Portfolio.

Primary Performance Measure
• The market value rate of return on the Transition

Portfolio.

Benchmark
• The market cost of the Canadian dollar portion

of the province’s debt portfolio.

• Measuring performance on a market value basis
is the accepted standard in the investment
industry because it should lead to the best
long-term investment and liability management
decisions.  However, because Heritage Fund
income and debt servicing costs are accounted
for on a cost basis, a comparison of returns on
a cost basis will also be reported and explained
in relation to the market value results.

1 Estimated term based on an average duration of 2.4 years to 3.2 years.  In practice, the investment industry manages investment portfolios
by looking at their duration as opposed to the average term to maturity since a bond portfolio’s duration better reflects its sensitivity to
interest rate changes (see Glossary for an explanation of duration).

2 Would be swapped into Canadian dollars to eliminate currency risk.
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Goal 1: Earn income to support the government’s consolidated fiscal plan.

Strategies/Outputs Outcomes Performance
Measures/Benchmarks

• Transfer cash, short-term fixed
income securities or other appropriate
securities to the Endowment Portfolio
to meet the requirement of transferring
$1.2 billion (at cost) annually.  Cash
forecasting is done to ensure that the
appropriate type and amount of
securities are available for transfer on
a monthly basis (averages $100 million
per month).

• Reduce the Fund's investment in
Alberta provincial corporations,
subject to liability management
considerations.

• Reduce investment limit for Alberta
once investment in Alberta provincial
corporation debt is reduced.

• Reduce the Fund’s investment in
project loans.  Remaining project loans
include Vencap and Ridley Grain Ltd.
with a total cost value of $107 million.

• Orderly transfer of assets from the
Transition Portfolio to the Endowment
Portfolio.

• The holdings of Alberta Social Housing
Corporation (ASHC) debentures and
Agriculture Financial Services
Corporation (AFSC) debentures will be
significantly reduced by 2001-02.
Debentures will be paid out on interest
rate re-set dates and the proceeds will
be re-deployed within the Transition
Portfolio

3
.

• Gradual decrease in limit with a
reduction from 20% to 17% in
1999-2000.

3 To reduce the Fund's investment in debentures of these two provincial corporations, the General Revenue Fund (GRF) will borrow funds in
the market and lend the funds to AFSC and lend, or grant, funds to ASHC.  The Corporations will use the funds to repay the debentures held
by the Heritage Fund Transition Portfolio generally on the dates when the interest rates on these debentures are re-set (every five years).
In turn, the Fund will use this cash to invest in external assets.
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Goal 2: Make investments in the Endowment Portfolio to maximize long term
financial returns.

Strategies/Outputs Outcomes Performance
Measures/Benchmarks

• Invest Endowment Portfolio assets in
accordance with the investment
industry standard “Prudent Person
Rule” which assigns the investment
manager responsibility to restrict
investment to assets that would be
approved by a prudent investor.

• To diversify risk and enhance expected
returns, allocate the Endowment Portfolio
assets among the following asset
classes and within the noted ranges
(expressed as a % of the Endowment
Portfolio’s market value):

Asset Class             Holdings (%)
Interest-Bearing
  Securities4          30%    to    50%
Equity5                  50%    to    70%

• Diversify investments within each
subcategory of the asset classes set
out above.

• The Investment Operations Committee
(see Attachment A) will recommend
minimum and maximum holdings for the
asset classes and review periodically
the benchmarks to be used in measuring
performance.

• Alberta Treasury will vary the allocation
of assets within the above policy ranges
based on the outlook for financial
markets.

• The Investment Operations Committee
will determine the extent of use of
external investment managers to
manage portions of the Portfolio, and
the criteria for their selection.

Performance Measure
• The market value rate of return will be compared against the

borrowing cost of the province on a moving four-year basis.

• The market value rate of return will be compared against the
the level of inflation to determine whether the long term
capital market assumptions on which the investment policy
is based are achieving the returns relative to expectations.

• The market value rate of return will be compared against a
“policy benchmark return” to determine the impact of fund
management on performance.

Benchmark
Asset Class Policy Index

Allocation

Money market 3% SCM 91 day T-Bill
Bonds 37% SCM Universe
Total 40%

Canadian Equity 25% TSE 300
Foreign Equity 30% MSCI World (ex. Canada)
Real estate 5% RCPI
Total 60%

• The market value rate of return will be compared against a
sample of other large pension and endowment funds to
measure whether the investment policy is resulting in
competitive fund returns.

• Each external manager mandate is tied to an appropriate
market index as a benchmark.

• The market rate of
return on the Portfolio is
expected to exceed the
cost of the Province's
debt.

• The Portfolio is
expected to generate a
real rate of return of
5.0% at an acceptable
level of risk.

• Market rate of return
is expected to be
greater than a
passively invested
benchmark portfolio.

4 Includes money market instruments, bonds and mortgages.
5 Includes Canadian public and private equities, foreign equities and Canadian real estate.  Foreign investments will be limited to 35% of

market value.
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◆ For each component of the Fund that is externally managed, an investment
management mandate describing its purpose, goals and constraints will be
established.

◆ The investment management mandates of external managers will be consistent
with this Business Plan.

◆ The Auditor General is the auditor of the Fund.

◆ There are restrictions on the kind of investments that can be made.  Fund assets
are to be invested prudently and cannot be used directly for economic
development or social investment purposes.

Goal 3: To improve Albertans' understanding and the transparency of the Alberta
Heritage Savings Trust Fund.

Strategies/Outputs Outcomes Performance
Measures/Benchmarks

Performance Measure
• Timeliness of reports and public accountability

meetings.

• Satisfaction of Albertans regarding information
provided about the Fund.

Benchmark
• Annual report will be released by June 30 of

each year.

• Quarterly reports will be released within 2
months after the conclusion of the quarter.

• The Standing Committee will hold public
accountability meetings around the province in
the fall of each year.

• Improved understanding by
Albertans of the management,
operations and performance of the
Heritage Fund.

• Release quarterly and annual reports
on a timely basis.

• Release summary reports of the
Heritage Fund's investment activities
and results for Albertans on a timely
basis.

• Publish the Heritage Fund business
plan annually.

• The Standing Committee of MLAs will
hold annual public accountability
meetings around Alberta to report on
the Fund's results and to answer
questions on the Fund's performance.

Management and Accountability

◆ A clear mission statement and new investment objectives for the Heritage
Fund have been established in legislation.

◆ A Standing Committee of MLAs has been established to provide overall
direction and evaluate the performance of the Fund and report regularly to
Albertans.

◆ The Investment Operations Committee reviews and approves the business
plan, quarterly and annual reports, and the investment policies for the Fund.
The Committee includes a majority of private sector members with relevant
financial and business expertise.

◆ Ongoing investment decisions will be made within Alberta Treasury
consistent with the allocation of responsibilities set out in Attachment A.
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Income and Expenses

◆ The rates of return on, and the income from, the Fund likely will become more
volatile as the Endowment Portfolio grows and as equity investments increase.
While equity investments have historically, over long periods of time,
provided higher rates of return than fixed income investments they are also
significantly more volatile.  Gains on traditional equity investments are not
recognized as income until the investment is sold, so strong performance
reflected in rates of return may not be reflected in income for some time.
Unlike traditional equity instruments, income and expenses on equity index
swaps are accrued as earned, as a result, market value gains and losses are
realized as they occur.

◆ Following are current projections of Heritage Fund income based on the
assumptions noted.  Actual results will vary from projected income depending
on the extent to which actual interest rates and equity market returns vary
from the assumptions used.  Forecast gross investment income decreases over
the fiscal plan period due to the lower interest rate environment and the
increasing investment in equities in the Endowment Portfolio which
contribute lower “current income”.

◆ The income projections include:
◆ interest income
◆ dividend income
◆ capital gains or losses only when they are realized, such as when an

investment is sold
◆ income and expense on index swaps and interest rate swaps accrued as

earned

◆ The income projections do not include:
◆ unrealized capital gains
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1 Estimated equity income consists of estimated dividends and realized capital gains.
2 Includes an assumed 2% dividend yield, and reflects year to date market change.  For

the remaining years, the annual returns move to the long-term assumed rate of return.
3 Impact of a 1% change over the three years  on interest income only.

Heritage Fund Income Forecasts and
Underlying Assumptions

1998-99 1999-2000 2000-01 2001-02

Forecast Income ($millions)
Investment Income 864.2 794.6 763.0 736.6

Assumptions (%)
1. Interest Rates (nominal)

Transition Portfolio
Money Market (3 months) 4.71% 4.75% 4.75% 4.75%
Bonds (2-3 year rate) 4.95% 5.00% 5.00% 5.00%

Endowment Portfolio
Money Market (3 months) 4.71% 4.75% 4.75% 4.75%
Bonds (5 year rate) 4.94% 5.00% 5.00% 5.00%

2. Equities
          Estimated Income Rates1 3.2% 4.5% 4.6% 4.9%

3. Rates of Return
  on Equities2

Canadian 8% 8.5% 8.5% 8.5%
US 7% 9% 9% 9%
International 9% 9% 9% 9%

4. Endowment Portfolio Asset Mix
Money Market 3% 3% 3% 3%
Bonds 42% 37% 37% 37%
Equities 55% 60% 60% 60%

◆ Investment income is in part dependent on prevailing market conditions that
are subject to occasional volatile movements.  A significant portion of the
current portfolio is invested in bonds, and has a predictable income stream.
As these holdings mature, the future income will be increasingly dependent
on the prevailing market conditions at the time of re-investment.

Sensitivity Analysis (millions)
1% change in interest rates3 2.5   5.0 12.8 22.5
1% change in equity returns 7.7 14.2 23.5 33.2
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◆ The above income projections for the new Heritage Fund are net of estimated
investment expenses as outlined below:

1998-99 1999-00 2000-01 2001-02
                   ($ millions)

Administrative Expenses 2.2 2.3 2.4       2.5

As a % of Assets 0.018% 0.019% 0.019% 0.019%

The administrative expenses above include both direct and indirect administrative
expenses which include staff time, supplies and services and investment transaction
and advisory services.
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Attachment A
Heritage Fund Allocation of Responsibilities

◆ The Alberta Heritage Savings Fund Act sets out the governance structure for
the Heritage Fund. The general division of responsibilities is described below.

Standing Committee on the Alberta Heritage Savings Trust Fund

(A Committee of the Legislative Assembly)

1. Review and approve annually the Business Plan for the Heritage
Fund.

2. Receive and review quarterly reports from the Provincial Treasurer on
the operation and results of the operation of the Heritage Fund and
make them public.

3. Approve and release the Heritage Fund Annual report on, or before,
June 30 following the conclusion of the fiscal year for which the
annual report was made.

4. Review after each fiscal year end the investment activities and the
performance of the Heritage Fund and report to the Legislative
Assembly as to whether the mission of the Heritage Fund is being
fulfilled.

5. Hold public meetings with Albertans on the Heritage Fund’s
investment activities and results.

Treasury Board

1. Annually review and approve the Business Plan of the Heritage Fund.

Provincial Treasurer

1. Approve the Statements of Investment Policy for each portfolio,
including any proposed changes thereto.

2. Approve and present the annual Business Plan of the Heritage Fund to
Treasury Board and to the Standing Committee.

Investment Operations Committee

1. Review and recommend the Business Plan to the Provincial Treasurer
for transmittal to Treasury Board and the Standing Committee.

2. Review and recommend the investment policy statements for the
Endowment Portfolio and the Transition Portfolio to the Provincial
Treasurer.

3. Review and approve the financial statements and recommend the
annual report.

4. Approve the quarterly reports for transmittal to the Standing
Committee.

5. Advise on the extent of use of external managers and the criteria for
selection.
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Alberta Treasury

1. Serve as investment manager of the assets of the Heritage Fund.
2. Prepare and recommend a Business Plan to the Investment Operations

Committee and the Provincial Treasurer.
3. Prepare, and recommend to the Investment Operations Committee and

the Provincial Treasurer, Statements of Investment Policy for each
portfolio and, in future years, any proposed changes to the investment
policies.

4. Prepare a quarterly report on the investment activities and results of
the Heritage Fund including income forecasts.

5. Prepare financial statements for the Heritage Fund.
6. Prepare the annual report of the Heritage Fund.
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Attachment B
Description of Benchmark Indices for the Endowment
Fund

Scotia Capital Markets 91 day T-Bills Index (SCM T-Bills Index)
Reflects the performance of the Canadian money market as measured by
investments in 91 day Treasury Bills.

Scotia Capital Markets Universe Bond Index (SCM Universe Index)
Covers all marketable Canadian bonds with terms to maturity of more than one
year.  The purpose of this index is to reflect performance of the broad Canadian
bond market in a manner similar to the way the TSE 300 represents the Canadian
equity market.

Toronto Stock Exchange 300 Total Return Index (TSE 300 Index)
An index of 300 stocks, in fourteen subgroups, listed on the Toronto Stock
Exchange designed to represent the Canadian equity market.  It is a capitalization-
weighted index calculated on a total return basis.

Morgan Stanley Capital International World (excluding Canada)
(MSCI World)
An index of over 1,470 stocks on 23 stock exchanges around the world designed
to represent an international equity market (excluding Canada).  The index is
calculated on a total return basis, which includes investment of gross dividends
before deduction of withholding taxes.  The index covers about 60% of the issues
listed on the exchanges of the countries included.

Russell Canadian Property Index (RCPI)
An index comprised of institutionally held real estate investments consisting of
over 1,100 properties distributed across Canada.
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Attachment C
Glossary

Active Management
Attempts to achieve portfolio returns greater than a specific index while
controlling risk, either by forecasting broad market trends or by identifying
particular mispriced sectors of a market or securities in a market.

Asset Allocation
The investment process by which the investment manager chooses or allocates
funds among broad Asset Classes such as stocks and bonds.

Asset-Backed Securities
These are debt instruments collateralized by a pool of assets such as automobile
loans or equipment leases.

Asset (or Investment) Class
Refers to a broad category of investments with similar characteristics (the typical
asset classes are cash, stocks, bonds and real estate).

Benchmark Index
A statistical yardstick tracking the ups and downs of a particular market by
monitoring a representative group of securities over time.  For example, the Scotia
Capital Markets Universe Bond Index is a Benchmark Index that is designed to
reflect the changes in the Canadian bond market.

Bond
A financial instrument representing a debt where the issuer (corporation or
government) promises to pay to the holder a specific rate of interest over the life
of the bond.  On the bond’s maturity date, the principal is repaid in full to the
holder.

Capital Gain (or Capital Loss)
The market value received on sale of an asset higher (lower) than its purchase
price (also called book value).  If an asset is bought for $50 and sold for $75, the
realized capital gain or profit is $25.

Diversification
The allocation of investment assets within an Asset Class and among asset
classes.  In general, the greater the number of holdings within an asset class and
among asset classes, the greater the diversification, which reduces risk.

Dividends
Earnings distributed to shareholders of a company proportionate to their
ownership interest.
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Duration (or Modified Duration)
Modified duration is a measure of price volatility and is the weighted average term
to maturity of the security’s cash flows (i.e., interest and principal), with weights
proportional to the present value of the cash flows.  Bonds with a longer duration
are more price sensitive to interest rate changes than bonds with short durations.

Equities
Equities are synonymously called stocks or shares and represent an ownership
interest in a company (could be either a public or private firm).  The shareholder
normally has voting rights and may receive dividends based on their proportionate
ownership.

Inflation
Increases in the general price level of goods and services.  Inflation is one of the
major risks to investors over the long-term as savings may actually buy less in the
future.

Interest-Bearing Securities
An investment that carries a rate of interest, such as bonds and money market
investments (e.g., Treasury Bills).

Investment Grade
An investment grade bond is rated a minimum of BBB (or equivalent) by a rating
agency, with AAA being the highest grade.  Bonds rated below BBB are generally
classified as being speculative grade and carry higher levels of credit risk than
investment grade bonds (i.e., they have a higher probability of default on interest
or principal payments).

Long-Term
A long-term investment horizon in the context of the Endowment Portfolio means
a period of time that would include two business cycles, which would generally
mean about 10 years.

Market Value Rate of Return
An annual percentage which measures the total proceeds returned to the investor
per dollar invested.  Total proceeds for market value rates of return = “money in
the bank” plus paper profits or losses (paper profits or losses are also called
Unrealized Capital Gains or Losses).  “Money in the bank” means cash interest
and dividends and realized capital gains or losses from selling the investment.

Median Return
The median return of a group of investment managers reflects the return associated
with the manager ranked at the 50th percentile (the 50th percentile is that point
where half the managers had a higher return, and half the managers had a lower
return).
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Money Market Instruments

Debt instruments such as Treasury Bills or corporate paper with a maturity of less
than one year.

Mortgage-Backed Securities (MBS)
A debt instrument that has an ownership claim in a pool of mortgages or an
obligation that is secured by such a pool.

Mortgage Investment
A debt instrument collateralized by real assets (e.g., a building) and requiring
periodic payments consisting of interest and principal.

Nominal Rate of Return
A measure of the earnings performance of a fund measured in current dollars.

Passive Management
Buying or investing in a portfolio that represents a market index without attempting
to search out mispriced sectors or securities.  The opposite of Active Management.

Portfolio
A collection of investments owned by an investor.

Real Rate of Return
The nominal rate of return minus the rate of inflation.

Realized/Unrealized
Terms generally used to describe Capital Gains or losses.  A gain or loss is
generally realized when an asset is sold; prior to sale the gain or loss is unrealized
and it is only a potential or “paper” gain or loss.
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Canada Pension Plan Reform
Changes to the Canada Pension Plan were made in December 1997 following
extensive public consultations and several rounds of federal-provincial negotiations.
During these negotiations, Alberta called for real change that would help fix the
CPP permanently.  The new legislation was a step in the right direction:

◆ A new investment policy aimed at getting market rates of return on the CPP
fund.

◆ The creation of an arms-length, non-government investment board, appointed
with input from the provinces.

◆ A small reduction of some benefits.
◆ Review of the CPP every three years instead of every five years.
◆ Strengthened accountability and public disclosure.
◆ Increases in contribution rates to 9.9% of pensionable earnings by 2003.

However, Alberta is concerned that despite the changes, young Canadians will be
expected to pay more into a plan than they will collect in future benefits, and that
too great a share of the burden for the CPP’s accumulated debt (the unfunded
liability) is being passed on to future generations of Canadians.

Alberta believes that other ways must be found to share among Canadians the cost
of paying for the past unfunded liabilities and lightening the load on our youth.
This is particularly important given the need to reduce the high unemployment rate
among young Canadians.

These concerns led Alberta’s Provincial Treasurer to present to the other Finance
Ministers on June 15, 1998, a paper entitled Next Steps to CPP Reform which
outlines Alberta’s proposals in the next round of CPP reform.  The right
combination of solutions must be found to make the CPP fair and viable in the long
term.  The opportunity to fix the CPP before its problems become unmanageable
must not be missed.

Alberta’s Proposed Next Steps to CPP Reform

The sound budgetary situation of Canadian governments generally and Canada’s
strong economy present a rare opportunity for addressing some of the outstanding
issues facing the CPP.  We must inform and consult with Canadians so that they
have a greater understanding of the issues involved and the need to continue to
work on changes to the plan.  Federal and provincial governments have already
taken some significant steps to deal with the challenges of the CPP.  The
establishment of an arms-length investment board, a commitment to prevent future
benefit improvements without proper funding, and the requirement to review the
CPP more frequently are all positive steps.  Now we need to build on our successes
and strengthen all Canadians’ confidence in the long-term future of the CPP.

“Bill C2, related to
Canada Pension Plan
reform, was a step in
the right direction,
not a panacea.  It
doesn’t solve the
funding shortfall and
intergenerational
inequities that are
eating away the
confidence our youth
have in the CPP.  We
can’t ignore it – it’s
our responsibility to
correct those
problems.  Canadians
are depending on us
to fix it.”

 – Provincial
Treasurer

 Stockwell Day
June 16, 1998
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Principles for CPP Reform

The next steps to the CPP’s reform should reflect the following principles:

◆ The plan’s universality and full portability features should be preserved.
◆ The funding basis must be credible and reliable, and must minimize the

intergenerational transfer of debt.
◆ There must be a readily discernible relationship between what people pay and

what they get.  Contributors should be demonstrably better off by being
members of the plan, as a retirement and insurance scheme.

◆ Contribution rates must leave room for individual/private initiatives for
retirement savings.

◆ Where possible and appropriate, individuals and employers should be given the
flexibility to design equivalent or better benefits.

◆ All generations should, in some way, share in the cost of dealing with the
CPP’s problems.

◆ Plan governance must be cohesive and accountable.

Further upward adjustments to the contribution rates are neither feasible nor
desirable.  Therefore, alternate solutions must be found to fund the past service
unfunded liability and/or change the benefit structure.

Approaches to CPP Reform

1. A major effort should be made to inform and consult with Canadians
about the plan and its future.  Canadians have a poor understanding of
CPP funding and benefit structures, and continue to have serious doubts
about the plan’s long-term viability.

2. The CPP’s governance and management structure should be patterned after
the best practices of large, successfully run, pension plans.  Responsibility
for managing the CPP retirement and related benefit components should
be moved to a single, arm’s-length agency.  The ‘one-roof’ agency should
be clearly accountable for all aspects of the program, including benefit
administration, investment management, and administration of the agreed-
to schedule of contributions.  In addition, the agency should be responsible
for making recommendations to federal and provincial Finance Ministers
for changes to the plan’s benefit and funding levels.

3. There must be a recognition of the accumulated debt under the CPP, even
though the estimates of the debt can fluctuate widely since they are
dependent on a large set of assumptions about the future, including the rate
of return on largely absent assets.

4. Under current funding arrangements, much of this debt will have to be
funded by future contributors.  Are there ways to help reduce this
intergenerational transfer of debt?  Can steps be taken now to reduce this
unfunded liability (such as increasing the retirement age)?  Are there more
equitable ways of funding the past service unfunded liability?
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5. The cost of paying for the past service unfunded liability and the cost of
paying for the benefits being earned must be clearly separated, so that
Canadians understand what they are paying towards the past, and what is
being set aside for their future.

6. The components of the CPP — retirement benefits and post-retirement
spousal benefits, disability, and life insurance (death, orphans’, and pre-
retirement spousal benefits) — should be treated separately, to enhance
transparency, management, and accountability.

7. The disability component of the CPP requires intensive, ongoing
management.  Given that provinces run work-place disability and other
programs for the disabled, could responsibility for managing the disability
component of the CPP be delegated to the provinces?  This would facilitate
a co-ordinated approach to all public disability and rehabilitation programs.

8. The CPP has a complex structure and offers a myriad of benefits.  Many of
the benefits introduced over the years may no longer be relevant.  Others
may be better offered outside the CPP, where social assistance objectives
can be better managed.  We need to modernize the CPP’s benefits to meet
the evolving needs of Canadians, and to make the CPP more of an
‘earned’ program rather than an ‘entitlement’ program.

9. And finally, perhaps it is time to re-examine ways to provide greater
flexibility to employees and employers in the provision of retirement and
related benefits mandated under the CPP.  For example, is it possible or
desirable to set up individual accounts for  future retirement benefit
accruals? Should employers who sponsor registered retirement plans that
exceed minimum CPP benefit levels be given some special recognition in
the CPP program?  Can we give this sort of flexibility to individuals and
employers and still maintain the positive features of universality and full
portability?

Actions since Alberta’s Next Steps to CPP Reform  was
presented to Finance Ministers

On June 15, 1998, Finance Ministers agreed to further examine the CPP within the
context of the principles and approaches outlined in Alberta’s Next Steps to CPP
Reform document.

On October 29, 1998, the federal government announced the names of the twelve
directors appointed to the new CPP Investment Board.  These directors were
selected by the federal government, in consultation with the provinces, from a list of
qualified candidates provided by a joint federal-provincial nominating committee.
This arms-length Board is responsible for investing the CPP fund in a diversified
portfolio of market securities for the purpose of optimizing rates of return.
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The 17th CPP actuarial report, released on December 16, 1998, estimated the CPP
steady state contribution rate for 2003 and beyond to be 9.8%, and the CPP’s
accumulated unfunded liability, as at December 31, 1997, to be $430 billion.

The federal government and the provinces signed a Memorandum of
Understanding on January 15, 1999 that guarantees to provincial governments
equal and unimpeded access to the services of the CPP Chief Actuary.

On January 22, 1998, the Institute of Public Economics, University of Alberta, with
assistance from the Government of Alberta, organized a one-day conference on
A Separate Pension Plan for Alberta?  Papers presented by researchers and
academics outlined some of the arguments for and against Alberta withdrawing
from the CPP and establishing its own pension plan.

Following the conference, the Provincial Treasurer reiterated that Alberta wants to
work with the federal government and the other provinces to bring about the further
needed changes to the CPP before other options are considered.  “The importance
of the CPP to Canadians cannot be overstated,” the Treasurer has emphasized.
“This issue must stay on our agenda until the right solution is found, a solution that
will protect seniors and be fair to Canada’s youth.”

Since agreement of the other governments is necessary for the reforms outlined in
Next Steps to CPP Reform, Alberta is committed to working with its provincial and
federal partners to make the CPP sustainable into the 21st century.
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Auditor General’s Observations Government's Response

Comments on Accountability

The Auditor General makes several observations
supporting Alberta’s “new public accounts”.

“For the first time, Ministry annual reports have
been made public as part of the Public Accounts.
This accomplishment is a significant milestone in
the government’s journey to become more open
and accountable …”

“Albertans now have the most informative set of
public accounts in Canada.”

“Ministry annual reports are now a solid
foundation to build even more informative
reports”.

The Auditor General also makes some comments
on where the government could improve
Ministry reporting and encourages the
government to take action.

“In simple words, I am asking the government to
give Albertans the clearest picture of all the
assets and liabilities, and all the revenues and
expenses, for which the government is ultimately
responsible.”

The re-engineering of Alberta’s public accounts is
a significant achievement that the government is
proud of.  The government thanks the Auditor
General for his support and assistance over the
last few years in getting to this stage.

As the Auditor General points out, there are still
some areas where further refinements may be
appropriate.  The government will continue to
review and consider the Auditor General’s
suggested improvements.

The government’s response to several
recommendations related to Treasury provide more
specific comments.

Response to the Auditor General

Following are the numbered recommendations in the Auditor General’s
1997-98 Annual Report and the government’s response to them.
Recommendations 47 to 51 relate to a joint audit of Alberta Registries
by the Auditor General and the Information and  Privacy  Commissioner.
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Executive Council Recommendations

1. It is recommended that in each year’s
planning, a greater emphasis be placed on
creating the third year of the government and
Ministry business plans.

2. It is recommended that ministries provide a
longer-term context for business planning by
setting and communicating longer-term
strategies.  It is further recommended that
ministries share proposed business plans
amongst one another early in the planning
process.

3. It is recommended that targets set in business
plans in relation to goals be reviewed to ensure
that they are challenging and attainable.

4. It is recommended that the government
business plan elaborate on key cross
government initiatives and that relevant
Ministry business plans more clearly
demonstrate their ministry’s respective
contribution.

5. It is recommended that Ministry business plans
include forecast information on factors which
could significantly impact the successful
implementation of their business plans.

Accepted in principle.  The government will
explore practical ways of putting increased focus
on the third year.

Accepted.  The Ministry business plans are
already strategic documents since they provide a
long-term context in terms of their statements of
vision, mission, core businesses, and goals. The
sharing of business planning information across
ministries is already occurring informally.  A
more formal process of sharing information
among ministries will be considered.

Accepted.   Ongoing assessment of targets occurs
throughout the process of ministries preparing
and Standing Policy Committees reviewing
business plans and annual reports.

Accepted.  Elaboration of key cross government
initiatives is already found in other public
documents (e.g., “People and Prosperity”) and
efforts will be made to elaborate more in the
government business plan.  Ministries are being
guided to identify their contribution to these
initiatives more clearly.

Partially accepted.  This information is currently
being provided for consideration during the
government’s business plan development
process.  Published business plans focus on
strategic direction and reflect all the
government’s policy decisions with material
economic or fiscal implications.  While not all of
this detailed information is included in the plans,
it could be provided to interested users of the
published business plans on request.

Auditor General’s Observations Government's Response
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Partially accepted.  The government accepts that
business plans should provide information on a
common set of components.  A common set of
business plan components has already been
established that includes vision, mission, goals,
strategies, performance measures and targets.
However, each Ministry tailors these
components in developing their business plan to
reflect the nature of their particular core
business.

The part of the recommendation that financial
information be presented in a form similar to the
rest of the plan is not accepted.  Financial
information in a Ministry’s business plan highlights
the program components that management
believes are significant.  This is an appropriate
and meaningful basis of financial reporting in
business plans.

Accepted.  Guidance is being provided to
ministries to help improve survey methods.

Accepted.  The Office of the Chief Information
Officer, in conjunction with Alberta Disaster
Services, Emergency Preparedness Canada and
the Department of National Defence, is working
with government ministries and private sector
industries to review emergency preparedness
planning issues relative to potential consequences
arising from Year 2000 risks.

Accepted.  The Ministry will continue to work
with post-secondary institutions to improve the
guidelines on what information should be
contained in institutional business plans.

6. It is recommended that all Ministry business
plans provide information on a common set
of components and that the plan’s financial
information be presented in a form similar to
the rest of the plan.

7. It is recommended that ministries ensure their
client satisfaction survey methods produce
valid and reliable results.  It is also
recommended that standards be developed
for reporting survey information.

8. It is recommended that the Office of the
Chief Information Officer work with Ministry
chief information officers and other relevant
government organizations, such as Disaster
Services, to  identify  remaining Year 2000
risks to the Province and to develop
appropriate plans to mitigate these risks.

Advanced Education and Career Development
Recommendations

9. It is recommended that the Department of
Advanced Education and Career
Development, working with post-secondary
institutions, develop strategies to ensure that
institution business plans will contain the
planning information necessary to meet the
needs of the institutions and the Department.

Government's ResponseAuditor General’s Observations
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Auditor General’s Observations

10. It is recommended that the Department of
Advanced Education and Career
Development and the post-secondary
institutions improve the system to manage the
infrastructure by evaluating the risks relating
to the unfunded deferred maintenance.

11. It is recommended that the Department of
Advanced Education and Career Development,
working with the post-secondary institutions,
develop a long-range capital planning system
for post-secondary institutional infrastructure.

12. It is recommended that the University of
Alberta develop contingency plans to
mitigate the potential adverse consequences
of slippage in the Administrative Systems
Renewal Project implementation schedule.

13. It is recommended that the University of
Alberta accelerate the process for assessing
and identifying the mission critical
Year 2000 risks, and potential costs to
mitigate these risks, in the
non-Administrative Systems Renewal Project
systems.

14. It is recommended that the University of
Calgary ensure that the estimate of useful life
for buildings is realistic by preparing
supporting evidence.  A similar
recommendation was made to the Athabasca
University and The University of Lethbridge.

Accepted.  The Ministry in conjunction with the
post-secondary institutions will continue to look
at how priorities are established on deferred
maintenance items in light of the Ministry’s
infrastructure goals.  It is up to institutions to
plan for and address their deferred maintenance.

Accepted.  The Ministry will work with
institutions as part of the guidelines on
institutional business plans to address the need
for institutions to link their long-term capital
planning objectives and needs into the
institutions’ business planning cycle.   However,
the Ministry cannot commit to funding for
institutional capital infrastructure beyond the
three years set out in the Ministry’s business
planning cycle.

Accepted.  The University will continue
monitoring the progress in the conversion.  It is
expected that the University will meet its targeted
implementation dates.  However, the University is
prepared to turn to alternatives, manual or
otherwise, if required.

Accepted.  The University is accelerating the
process and will develop and implement a standard
approach to assess exposure in each faculty.

Accepted.  The universities will continue to review
the appropriateness of the amortization period for
their buildings.

Government's Response
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Economic Development Recommendations

15. It is recommended that the Department of
Economic Development establish a process
to support the accountability of Alberta
Racing Corporation to the Minister for the
execution of its responsibilities.

16. It is again recommended that the accountability
framework for grant expenditures made from
the Lottery Fund be improved

Education Recommendations

17. It is recommended that the Department of
Education work with school jurisdictions to
improve the accuracy of the financial reporting
of special needs expenses by school
jurisdictions.

18. It is recommended that the Department of
Education analyze the academic performance
of students with special needs at the Provincial
level to facilitate the identification and
utilization of effective learning strategies.

Accepted.  The Ministry is working to develop a
formal process to monitor the accountability
delegated to the Corporation.  A working
relationship with the Alberta Racing Corporation to
monitor better the Corporation’s activities and
issues is being established.

Accepted.  Substantial progress has been made  to
address the concerns expressed by the Auditor
General.  Changes to the approval of Lottery Fund
spending are planned for the 1999-2000 budget
cycle.  A revised process has been developed to
ensure the ministries that are the recipients of
Lottery Funds are responsible and accountable for
the spending of these funds.

Accepted.  The Ministry has added a new schedule
as required disclosure to school jurisdictions’ 1998-
99 budget reports and audited financial statements.
The schedule requires school jurisdictions to report
supplemental information on expenses for students
with special needs.  Guidelines for reporting these
costs have been provided to school jurisdictions.

Accepted.  The Ministry has formed a Public
Advisory Committee on Achievement Testing
Programs to discuss students’, including those with
special needs, performance on achievement tests in
relation to course standards.  Discussion will focus
on whether the standards reflected in the Provincial
achievement tests are appropriate and whether
students are meeting these standards.

Government's ResponseAuditor General’s Observations
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19. It is again recommended that the Department of
Education ensure that each charter school’s
business plan identifies mandate-related
performance measures, together with targets
and strategies, that will be used to demonstrate
the improved results occurring from innovative
learning practices.

It is also recommended that the business plan
contain the criteria against which the renewal
of the charter will be evaluated.

20. It is recommended that the Department of
Education work with school jurisdictions to
provide guidance on systems of internal control
over the collection and expenditure of School
Generated Funds.

Accepted.  The Ministry already has developed a
new Guide for Charter School Planning and
Reporting which requires charter boards to identify
in their 1998-2001 Three-year Education Plan
specific mandate-related goals, strategies, and
performance measures.  It is intended that
performance measures will be designed to show
the degree to which enhanced or improved student
learning outcomes occur as a result of the school’s
specific charter focus.

Charter schools were expected to submit these
Three-year Education Plans by September 1, 1998.
Also by November 30, 1999, the Ministry will
have access to the Annual Education Results
Reports from charter boards which will include
results regarding their mandate-related goal area(s).

Charter boards continue to be responsible for
developing a school evaluation process to be used
in preparation for a renewal application of the
charter.  The Ministry expects renewal decisions to
be based, in large part, on the ability of the charter
school to achieve the provincial goals as well as its
mandate-related goals.

Accepted.  In the business planning cycle for
1999-2000 to 2001-02, the Ministry will
collaborate with and assist the Association of
School Business Officials of Alberta (ASBOA),
school board auditors and school board secretary-
treasurers to implement internal control procedures
related to the collection and expenditure of school
generated funds.  The Ministry will serve on an
ASBOA control systems committee and analyze
school board auditors’ comments with respect to
school generated funds.  This analysis will initiate
the development of a list of “promising practices”
for school boards in controlling school generated
funds.

Ac

Auditor General’s Observations Government's Response
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Energy Recommendation

21. It is recommended that the Department of
Energy strengthen the processes and controls
related to its natural gas and by-products
subsystems.

Environmental Protection Recommendations

22. It is recommended that the Department of
Environmental Protection review the status of
the Timber Production and Revenue System
implementation, then prepare and execute a
project plan to bring the Timber Production and
Revenue System to a current, stable status.

23. It is recommended that performance measures be
identified to assess the contribution of Integrated
Resource Management to the Province’s
resource management business.  It is also
recommended that a specific management group
be designated responsible for directing,
monitoring, and reporting the progress of the
IRM initiative in government.

Family and Social Services Recommendations

24. It is recommended that the Department of Family
and Social Services require Child and Family
Services Authorities to submit business plans
that will achieve effective accountability.

Accepted.  In January 1998, the Ministry initiated
a control assurance project to evaluate the
adequacy of the Gas Royalty Branch’s internal
controls.  All major processes have been
reviewed and a report with detailed
recommendations for improvement was endorsed.
The second phase of this project, to develop
detailed plans to implement the recommendations,
has commenced and will be completed in 1999.

Accepted.  The Ministry is undertaking a post
implementation review of the Timber Production
and Revenue System.  The findings of this
review will be used to formulate and execute a
project plan aimed primarily at producing a
current, stable system.  The post implementation
review will be completed in 1998-99.

Accepted.  A management group has been
formed to improve the integration of business
plans and the development of performance
measures for Integrated Resource Management.
Recommendations on the monitoring process,
organization and authority needed to hold
decision-makers accountable for compliance with
regional and provincial Integrated Resource
Management policy will be made.  In addition,
this group will recommend performance measures
and measurement processes to determine the
effectiveness of the Province’s resource
management programs.

Accepted.  The Ministry is working with Child
and Family Services Authorities to establish an
efficient and effective process for reviewing and
approving Authorities’ business plans.  This
process will ensure all plans sufficiently address
the issues of transition and ongoing service
delivery.

Auditor General’s Observations Government's Response
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25. It is recommended that the Department of
Family and Social Services establish
appropriate performance measures for
reporting the accomplishments of the
Persons with Developmental Disabilities
program.

Health Recommendations

26. It is recommended that the Department of
Health and health authorities implement a
joint strategy for improving the timeliness of
business plans.

27. It is recommended that the Department of
Health:

◆◆◆◆◆ improve the quality and timeliness of
the information used in the population-
based funding formula;

◆◆◆◆◆ improve the consistency and
predictability of the formula;

◆◆◆◆◆ analyze reasons for utilization and cost
differences between regions;

◆◆◆◆◆ review the continuing application of the
no-loss provision, and

◆ develop better methods of forecasting
funding requirements.

28. It is recommended that the Department of
Health provide guidance for establishing an
appropriate and equitable building and
equipment base for each regional health
authority.  It is further recommended that the
Department work with regional health
authorities to improve systems for planning
and funding capital assets.

Accepted.  The Ministry will introduce new
performance measures for the Persons with
Developmental Disabilities program.  In addition, the
Persons with Developmental Disabilities Boards will
produce their own business plans which will include
more detailed measures of their accomplishments.

Accepted.  The Ministry has established a Business
Plan Requirements Joint Working Group which
includes representatives from health authorities to
improve the health authority business plans for 1999-
2000 to 2001-02.  This Group will examine ways to
improve business plan timeliness.

Accepted.  During the 1999-2000 to 2001-02
planning cycle, the Ministry will continue its efforts of
seeking better and timely regional compliance for
submission of information.  The Ministry will also
continue to examine ways to improve the consistency
and predictability of the funding formula.  The
Ministry will also improve its analysis of utilization
and cost differences between regions.

The no-loss provision under the existing funding
methodology is one of the issues addressed by the
Health System Funding Review (MLA Committee) as
is the issue of sustainable funding within the context
of population growth, aging and other cost drivers.

Accepted.  The Ministry and the health authorities,
through the Business Plan Requirements Joint
Working Group, have undertaken to examine the
definition of a balanced budget including the
appropriate level of health authority capital base.  The
business plan requirements for 1999-2000 to 2001-02
will be improved to include capital replacement
strategies.

Government's ResponseAuditor General’s Observations
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Auditor General’s Observations  Government's Response

29. It is recommended that the Department of
Health and health authorities implement a plan
to improve performance measurement and
reporting.

30. It is recommended that the Department of
Health ensure that management processes
maximize the prospect of meeting expectations
and keeping the cost of a Province-wide
information network affordable.

31. It is recommended that the Chief Information
Officer for Health implement a reporting
process for determining the results being
achieved by health authorities in reducing the
Year 2000 risk.

32. It is recommended that the Department of
Health monitor the implementation of the new
agreement with physicians and report annually
on results achieved.

Intergovernmental and Aboriginal Affairs
Recommendation

33. It is recommended that the Metis Settlement
Transition Commission further develop the
business planning process to help ensure
significant expectations are clearly identified
and that achievement is measured.

Accepted.  The Ministry will be developing, during
1999-2000 to 2001-02 business planning cycle, a
framework of expectations for health authorities
and the measures that will be used to monitor and
evaluate these expectations.  Priority areas for
development of expectations and measures are
currently being determined.

Accepted.  The Ministry’s management teams and
the We//net strategic alliances have been
strengthened and appropriate practices and
processes have been developed.  Project plans,
including the related costs and benefits, continue to
be developed and refined during the 1999-2000 to
2001-02  planning cycle.  The Ministry and its
strategic partners will continue to review the
management processes and make adjustments
where appropriate.

Accepted.  A reporting mechanism has now been
developed and will be implemented shortly.

Accepted.  The Ministry will monitor the
implementation of the new agreement with
physicians and report on the results achieved in the
Ministry’s annual report.

Accepted.  Throughout the 1999-2000 to 2001-02
business plan cycle, the Ministry and the Metis
Settlements Transition Commission will continue
to assist the Metis Settlements in their efforts to
utilize and improve business planning processes.
The Transition Commission will also work with
individual Settlements in establishing more
performance measures which can be measured
quantitatively.  The Ministry and the Transition
Commission will work with the Metis Settlements
General Council to establish clearer criteria for
performance-related funding.
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Justice Recommendation

34. It is recommended that the Department of
Justice in collaboration with policing services
set measurable performance objectives for
service delivery in the Province.

Labour Recommendations

35. It is recommended that the Department of
Labour continue to improve its processes for
monitoring the performance of delegated
entities based on an assessment of risks.

36. It is recommended that the Department of
Labour, in conjunction with the Alberta
Boilers Safety Association, develop a
comprehensive plan for eliminating the
backlog of in-service inspections of pressure
equipment.

Accepted.  The Ministry agrees with the need to
develop more targeted performance objectives in
collaboration with policing services.  The Ministry
will continue to work towards this goal with the
RCMP and other police services within the confines
of the various policing agreements and relevant
legislation.  This process will be undertaken in the
2000-01 to 2002-03 business planning cycle.

Accepted.  The Ministry continues to introduce a risk
assessment based monitoring program for delegated
entities to assist them in providing effective delivery
of safety services.  Information obtained through the
monitoring process will form the basis for
performance evaluations and identify areas that may
be improved.

A revised program for monitoring contract accredited
agencies was introduced in April 1998 and sets out
new performance standards and contract
requirements for delivery of permit and inspection
services.

Accepted.  Significant progress has been made in
reducing the total number of backlogged inspections;
however, increased economic activity in Alberta
continues to add to the demand for in-service
inspections.  The Ministry is currently working with
Alberta Boilers Safety Association to produce a
detailed plan for eliminating the remainder of the
backlog.

Auditor General’s Observations Government's Response
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37. It is recommended that the Department of
Labour take action to ensure that its
information systems and critical systems of
external stakeholders are Year 2000 compliant
to reduce the risk of the Department’s business
operations being adversely affected by the
Year 2000 issue.

Public Works, Supply and Services
Recommendation

38. It is recommended that the Ministry of Public
Works, Supply and Services improve its
reporting of performance measures to better
demonstrate its cost-effectiveness.

Transportation and Utilities Recommendations

39. It is recommended that the Department of
Transportation and Utilities integrate the
Infrastructure Management System cost-benefit
analysis into the project management process.

40. It is recommended that the Disaster Services
Branch of the Department of Transportation
and Utilities assess the potential risks to public
safety arising from the Year 2000 computer
problem and take action to satisfy itself that
any necessary emergency preparedness
measures are established.

Accepted.  An Information Technology Steering
Committee has been created to manage the Year
2000 Project within the Ministry.  Resources have
been assigned, Year 2000 applications have been
identified, and a project approach and methodology
has been determined.  An impact analysis is
underway to assess vulnerability and to provide
information about the magnitude of the change.
Timelines have been set as a target for conversion,
testing and implementation plans.

Delegated Administrative Organizations,
responsible for the Ministry’s critical systems, have
been requested to confirm their state of readiness.

Accepted. The Ministry acknowledges that a broad
range of measures is important for effective
performance reporting.  As part of the 1999-2000 to
2001-02 business planning process, new measures
and benchmarks are being evaluated for future
implementation.

Accepted.  The Ministry is continuing to validate
the cost-benefit analysis as subsequent modules of
the system are being developed.  Industry experts
are brought in on an ongoing basis to help define
and quantify better the system benefits, among
other things.  Actual cost and benefit information
will be incorporated periodically into the analysis,
and a comparison will be made with projections.

Accepted.  The Ministry has recognized the
importance of the Year 2000 problem and has
focused its resources to date on raising awareness
by making presentations to stakeholder groups and
providing information by other means.  Formal
initiatives to assess specifically potential
consequences in Alberta are now underway.
During 1999, contingency plans will be developed
to address identified Year 2000 risks.

Auditor General’s Observations Government's Response
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Treasury Recommendations

41. It is recommended that the Treasury
Department management initiate changes to
the corporate government accounting policies
in order to eliminate the reservations in
auditor’s reports on department and Ministry
financial statements.

42. It is recommended that the Department of
Treasury develop a methodology to allocate
all significant costs to the entities responsible
for delivering outputs.

43. It is recommended that the Department of
Treasury develop strategies to improve year-
end reporting processes for ministries and
agencies.

44. It is again recommended that the Province’s
consolidated financial statements be prepared
in accordance with generally accepted
accounting principles for the summary
financial statements of a government.

Partially accepted.  In some cases, plans are
underway to address the matter (e.g. allocation of
Teachers’ Pension Plan liabilities and expenses to
the Ministry of Education).  In other cases, the issues
raised by the Auditor General require further review
(e.g., timing of recognition of certain grants).  The
response to recommendation #44 provides
comments on the reporting entity matter.

Accepted in principle.  The practical issues related to
implementing this recommendation are currently
under review.  A key issue in addressing this
recommendation is to consider methods that align
responsibility to manage costs with cost allocation.
Simply allocating costs without the related
management responsibility would not add value.

Accepted.  Activities are already underway to
address this recommendation.

Accepted in principle.  The government believes it is
already preparing the Province’s consolidated
financial statements in accordance with generally
accepted accounting principles.  However, the
Auditor General suggests school boards, post-
secondary institutions and regional health authorities
should be included in the government’s reporting
entity.

The government’s fundamental belief is that the
existing government reporting entity best represents
the government’s primary responsibilities and
accountabilities for setting policy direction, setting
performance expectations and providing funding.
The government does not see itself involved directly
with the delivery of the services these entities
provide.  The government values its existing
relationships with these autonomous entities.

 While the Auditor General indicates changes to
these relationships are not a precondition to

Government's ResponseAuditor General’s Observations
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45. It is again recommended that the Department of
Treasury report the actual results to date for
revenues, expense and surplus on the accrual
basis in the quarterly report’s Consolidated
Fiscal Summary.

46. It is recommended that the Department of
Treasury develop a business plan for the
Investment Management Division.

Joint Audit of Alberta Registries
Recommendations

47. In order to protect the personal information of
Albertans from inappropriate disclosure and
consequent misuse, it is recommended that the
Minister responsible for Alberta Registries
consider the advisability of making personal
information in the Office of the Registrar of
Motor Vehicles Services fully subject to Part 2
of the Freedom of Information and Protection
of Privacy Act.

Alternatively, it is recommended that Alberta
Registries consider adopting fair information
practices that are equivalent to the Freedom of
Information and Protection of Privacy Act with
respect to the use, disclosure and protection of
personal information in the Motor Vehicles
Registry.

consolidation, in the government’s view the reality
is these relationships would change substantially if
these entities were considered part of
“government” and consolidated.

This matter has been an issue in the Auditor
General’s annual reports for many years.  In view
of the divergent views between government and
the Auditor General and the fact that other
jurisdictions in Canada have not reached a
consensus about the reporting entity, resolution of
this issue is not imminent

Accepted.  1998-99 first quarter update included
certain items on an accrual basis (e.g. non-
renewable resource revenue).  Plans are underway
to move to full accrual accounting as soon as
practicable.  [Implemented in 1998-99 Third
Quarter Update.]

Accepted.  A draft business plan has been
prepared.

Accepted in principle.  This recommendation has
major legislative, policy and financial implications.
Additional time is necessary to consult with the
Motor Vehicles Registry stakeholders regarding
implications of this recommendation and the
manner in which it could be implemented.

Auditor General’s Observations Government's Response
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48. It is recommended that Alberta Registries
educate and train private registry agents on
the Freedom of Information and Protection of
Privacy Act and its implications to registry
services delivery.

49. It is recommended that Alberta Registries
obtain annually a letter of representation in a
form acceptable to Alberta Registries,
confirming that the control procedures
relevant to the performance of services for
Registries have been established and are
operating effectively in all areas affecting the
security and integrity of information
processed and maintained by the service
bureau responsible for the computer systems
at Alberta Registries.

It is further recommended that:

◆ the letter of representation be supported
by a report by an external auditor of the
service bureau on control procedures in a
form and to a standard provided for by
The Canadian Institute of Chartered
Accountants.

◆ any control deficiencies identified by
Alberta Registries, or by an external
auditor, be made the subject of quarterly
reports by the service bureau to Alberta
Registries which detail the progress made
towards correcting the deficiencies.

Accepted.  Alberta Registries will develop and
implement a training plan on Freedom of Information
and Protection of Privacy Act specifically designed
for the private registry agents.  A staggered
implementation of the training plan will be required,
spanning a minimum of three years.

Accepted.  Alberta Registries has requested, and the
service bureau has agreed, to provide a letter of
representation in a form and frequency acceptable to
Alberta Registries.

Alberta Registries will also be provided with a
quarterly report from the service bureau which details
the progress made towards correcting any control
deficiencies identified by Registries or by an external
auditor.

Joint Audit of Alberta Registries
Recommendations

 Government's Response
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50. It is recommended that Alberta Registries
ensure that the service bureau responsible for
the operation of the Motor Vehicles and
Driver Licensing Information Systems
addresses the deficiencies in control
procedures relating to the Information
Systems identified during the joint audit and
reports quarterly to Alberta Registries on the
progress made towards correcting these
deficiencies.

51. It is recommended that Alberta Registries
strengthen its policy and procedures for
monitoring the activities and performance of
private registry agents, and ensure that
monitoring resources are allocated based on
the risk that registry agents will not provide
registry services in accordance with the
registry agent agreement.

Joint Audit of Alberta Registries
Recommendations

 Government's Response

The 1997-98 Auditor General’s Report comments on the progress being made to implement previous
recommendations.  The Auditor General has indicated that progress is satisfactory or the recommendation is
resolved for 23 recommendations.  However, progress was judged to be not satisfactory on five
recommendations.  It is the government’s objective to work towards achieving a satisfactory grade on the
recommendations that have not been implemented at a satisfactory level.

Accepted.  The service bureau has prepared and
Alberta Registries has approved a work plan which
provides details on how they will address
outstanding deficiencies.  The majority of the items
will be actioned within 1998-99 fiscal year.

Items that have significant cost and/or performance
implications will be reviewed at least quarterly as
part of the review of control deficiencies by Alberta
Registries or an external auditor.

Accepted.  Alberta Registries has commenced work
on a comprehensive policy which will include the
following components:

◆ A framework outlining the functional
responsibilities of each staff group for
monitoring auditing.

◆ Performance standards and related policy for
private registry agents.

◆ Internal staff procedures for the application of
the performance standards.

◆ Site visit procedures for customer service
coordinators including an updated checklist.

◆ The current audit schedule for the registry agent
network.

Procedures have also been developed for internal
audit staff to maintain consistency in registry agent
audits.
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