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[Mr. Marz in the chair]
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Committee of Supply

The Chair: I'd like to call the Committee of Supply to order.

head:

Finance

M ain Estimates 2006-07

The Chair: | recognize the hon. Minister of Finance.

Mrs. M cClellan: Well, thank you, Mr. Chairman. It’'sapleasureto
present the Ministry of Finance's estimates for 2006-07, and I'm
sureit’sapleasurefor everyoneto know that thisis actually the last
department in estimates. It's been an interesting and | think
productive and useful exercise.

| have some staff in the gallery. As dways, we have a little
trouble seeing up there with the light behind them, but | believe
Brian Manning, my deputy minister, is there. Bonnie Lovelaceis
there. Bonnieisthe senior financia officer. Nancy Cuelenaereis
there. She's the person we phone late at night when we can’t find
something. She's our acting controller. Darwin Bozek from
financial servicesisthere. Marie lwanow is our new communice
tions director. Maureen Osadchuk from my office | think is no
stranger to any of you.

Mr. Chairman, as Minister of Finance | was proud, on behalf of
my colleaguesin government, to present Alberta’ s 13th consecutive
balanced budget. It is abudget, we believe, that addresses current
needs while leveraging today’s very strong fiscal standing to help
prosperity for future Albertans. We have alot to be proud of in this
province. Our accumulated debt has been eliminated. We till
maintai n the highest credit rating of any provincein Canada, and we
have the lowest overall tax load in Canada.

This budget does build on Alberta's tax advantage. There are
measures in this budget that will help us maintain our competitive
position and enhance the fairness of the tax system. Albertanshave
aready saved $1.5 hillion from cuts to persona income taxes
between 1999 and 2001. That is a significant number. That
includes, of course, implementing theintroduction of the 10 per cent
singlerate.

These savings have been protected year after year by indexing our
tax systemtoinflation. | think that’ svery important. Albertanswill
save an additional $77 million in 2006 as a result of the continued
indexation of the provincial income tax system, along with an extra
$100 increase to basic spousal and eligible dependants tax credits.
As well, another very important program, the Alberta family
employment tax credit, which benefits low- and middle-income
working families, will be fully indexed to inflation beginning July
1, 2006.

Mr. Chairman, along with the enhancements to the personal
income tax system, these changes mean a typical working family
with two children can effectively earn up to $37,000 before paying
any provincial income taxes. Another 140,000 |ow-income Alber-
tans are also benefiting from changes to health premium insurance
subsidies that were introduced in April of this year. The income
threshold to qualify for subsidies was raised by $5,000, saving
Albertans about another $30 million this year.

WEe've heard some criticism about our reduction of the corporate
tax rate. I’'m not sure that anyone in this House at this point would

suggest that that was awrong move, but it’s important to put on the
record why we feel it’simportant to continue our target of an 8 per
cent corporate tax rate. We were able to moveit to 10 per cent this
year. What that does is recognize that Alberta and Alberta compa-
nies compete in aglobal economy. It'snot just smply a domestic
economy anymore. Thiswill saveour businessesabout $265 million
this year — $265 million, because there have been a lot of other
numbers cast around — and it will help us in our world-wide
competitive position. What may be more important, it sets a
foundation for tomorrow’s economic growth and job creation. Of
course, just to finish thetax section, Albertahasno general salestax,
no capital tax, and no payroll tax.

Maintaining a competitive tax regime isn’'t the only way that
we're helping Alberta’ s future prosperity. We're also making very
significant contributionsto savings. Budget 2006 all ocates another
$1 billion from the estimated surplus into the heritage fund plus
another $242 million for inflation-proofing. That's on top of $1
billion that was deposited as of third quarter and $345 million of
inflation-proofing last year. We've aso been able to add $750
million to the advanced education endowment fund in the 2005-06
fiscal year. We'll also be adding an additional $150 million to the
medical research endowment fund. | think that fund speaks for
itself, and everyone would agree that that has been an amazing
investment.

The Alberta cancer prevention legacy fund is being established
this year with a$500 million deposit. Proceeds from that fund will
go to support the fight against cancer, and as | said in our budget
speech, thiswill bein collaboration with other countries, with other
provinces, and maybe, just maybe, we'll find a cure for some of the
cancers that our citizens will face.

| want to just do avery quick overview of our ministry key roles,
just to remind al of us. There are a number of key areas and
functions. They include the office of budget and management;
pensions, insurance, and financial institutions; treasury management;
and ministry support services. Theministry alsoincludes, of course,
the Alberta Capita Finance Authority, the Alberta Pensions
Administration Corporation, Alberta Treasury Branches Financial,
Alberta Securities Commission, Alberta Insurance Council, the
Credit Union Deposit Guarantee Corporation, and their subsidiaries.

Alberta Finance svision is“financial leadership that strengthens
Alberta” We believe this budget speaksto that. Our mission isto
“provide corporate financial services and manage the province's
financial affairs and policiesin the interests of [all] Albertans.”

Our business plan, I'll just touch on very briefly, has five high-
level strategic priorities. Theseinclude Alberta’ s fiscal framework,
Alberta's tax advantage, investment management, securities
regulation, and pension plan governance. In addition to those
priorities, of course, Finance will continue to do the day-to-day
managing of the province's finances.

We have three core business goals that support our strategic
priorities. The first is fiscal planning and financial management.
Our goalsareto have“afinancially strong, sustainable and account-
able government”; to have “a fair and competitive provincia tax
system”; and to administer revenue programs“fairly, efficiently and
effectively.”

Our second core business is investment, treasury, and risk
management. Our goalsthereareto soundly managefinancial assets
and liabilitiesfor current and future generations of Albertansand, of
course, to demonstrate effective leadership in risk management.

Our third corebusinessisfinancial sector and pensions. Our goas
there are to effectively regulate private-sector pensions, insurance,
and financia products and services; to ensure that Albertans and
local authorities have accessiblefinancial services; to ensurethat the
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securities regulatory system is effective and efficient; and to ensure
that public-sector pension plansin Alberta are sustainable.

8:10

Mr. Chairman, that’ s aquick overview of our prioritiesand goas
for 2006-07, and now | would just touch on a very few highlights
from our budget estimates. Our ministry revenueisestimated at $12
billion, an increase from the forecast of $11 billion for 2005-06.
Investment income for 2006-07 is $305 million lower than the ’ 05-
06 forecast. That is because public equity returns are expected to
return to longer term averages which are lower than the projected
returns for '05-06 and the effective rising interest rates on fixed
incomereturns. Internal government transfersare $68 million lower
than the '05-06 forecast because of a reduction in the surplus
available for transfer from the lottery fund. That is a result of
increased funding to ministries in support of various public initia-
tives. Personal and corporate taxes are estimated to be $1 billion
more in '06-07. This is partially offset by the reduced corporate
income taxes as aresult of lowering the rate. In addition, revenue
from premiums, fees, and licences is estimated to be $4.2 million
higher, and net income from our commercial operationsis projected
to be $22 million higher.

The ministry’s program expense is estimated to be $690 million.
Thisis an increase of about $84 million from the ' 05-06 forecast,
and | would like to take just a moment to explain those increases to
you. This provides additional funding for the access to the future
endowment, a$23 million transfer. Y ou would al understand that
those transfers from that fund and others I'll mention come out of
Finance' s budget. Access to the future endowment, a $23 million
transfer. Transfer to Health from the cancer prevention legacy fund,
about $25 million. Research funded by the medical research and
science and engineering research funds, $15 million.

Now, the department’s spending in Alberta investment manage-
ment is another part of that, and that is to improve operation
capacity, capabilities, and quality assurance, additional private
investment capacity, and we are growing and we have to face
relocation to address some space requirements.

| want to also just take a couple of minutes to highlight a few
other areasin our estimatesthat | think youwill find of interest. Our
capital investment for '06-07 is estimated at $6 million. Of that,
$3.9 millionisfor the department for the administration of revenue
and rebate programs, management of investments, and network
infrastructure.  Alberta Pensions Administration Corporation
accounts for $1.3 million to undertake various strategic and operat-
ing initiatives and, maybe most importantly, to replace computer
equipment.

The number of full-time equivalents is always of interest to
members, and we do expect our ministry’s full-time equivalents to
increase by 48. Thirty-one of those are within the department,
including 29 FTEs in Alberta investment management to sustain
current investment operations, to meet privateinvesting obligations,
and to improve operation capacity, capability, and quality assurance.
The remainder are increases for the Alberta Insurance Council, the
Alberta Local Authorities Pension Plan Corporation, the Alberta
Pensions Administration Corporation, and the Alberta Securities
Commission.

Mr. Chairman, thisisareally quick overview of AlbertaFinance's
business plan and budget estimates for 2006-07. | look forward to
hearing comments and questions and answering as many of your
questions tonight as possible. However, asin the past if we don’t
have the time to get al of the answers to you tonight or if | don’t
have the answer, | will commit to getting back to all membersin
writing before our budget is passed. They heard that.

Thank you, Mr. Chairman. | look forward to questions.

The Chair: The hon. Member for Edmonton-Rutherford.

Mr. R. Miller: Well, thank you very much, Mr. Chairman. It'smy
pleasure to rise this evening and participate in the estimates for the
Department of Finance. | would like to thank the minister for her
opening comments and particularly for her comment at the end of
thisevening’ sdissertation, where sheasked her staff upstairsto have
answers to us before the budget is passed. That’s definitely abit of
a commitment on her part and on their part, and | appreciate that
very much. The minister has always been good to her word in the
past, and | appreciate that as well.

I would like to begin by acknowledging my staff who is present
heretonight. DaveKincadeisin the public gallery, and | sharehim
with four other opposition MLAS, so you can imagine how hard he
works. He was here until well after midnight last night helping
prepare me for this evening’s debate.

So I'm going to start off, Mr. Chairman, and rather than editorial-
izing alot, which | am sometimes prone to do, I’m going to try to
ask specific questions either to thefiscal plan asit relates directly to
the Department of Finance and in some cases more broad questions
asthey relate to the government’ sfiscal plansin general, similar to
the comments that the minister made a few minutes ago.

| have to start off talking about the overall government liabilities,
which isaconversation that began yesterday during question period
and continued alittle bit today during question period. The minister
accepted that we would discussit tonight, and | think it’s important
that we get that out of the way. My questions yesterday were
regarding thegovernment’ stotal liabilitiesasrepresented on page43
of thisyear’sfiscal plan tables. What I’'m looking at there particu-
larly iswhere it says: totad liabilities, $18.420 billion. In the same
book last year on page 39, fiscal plan tables, the number was
$15.610 billion. Specificaly, that is what | was speaking to in
questions yesterday and today. It's an increase of nearly $3 billion
in total showing in thisyear’s balance sheet summary as opposed to
last year’ s balance sheet summary.

My questions yesterday were if the minister could explain why
that number is nearly $3 billion higher than it was ayear before and
why we're exposing Alberta taxpayers to nearly $3 billion morein
total liabilities given the current economic boom that we' re experi-
encing. Whether it's accounting 101 that the minister was going to
share with me or accounting 505, | don't really care, but | know
what my eyes see. My eyes see anearly $3 billion increase in that
lineitem year-to-year, so that wasthe question asit related to that in
particular.

The other thing | want to point out is not a secret. The minister
has acknowledged it in the past, but I’ m not surethat most Albertans
understand. The minister talks about the net assets of the govern-
ment, and | will acknowledge that the number is a pretty healthy-
looking number, but we must always bear in mind that even in their
own subnotes they remind us that the net assets do not include—in
fact, under the Fiscal Responsibility Act they explicitly exclude —
pension obligations. In this case that amount is $5.621 billion for
this year, the mgjority of which is the unfunded teachers’ pension
liability. 1I've mentioned in this House before that that liability will
cost ussomewhereintheneighbourhood of $30 billionto $32 billion
over thelifetime of the agreement if we don’t addressit now. Soit's
not quite as rosy a picture as the graph would represent.

8:20

Now, moving on to a specific question. On page 59 of the fiscal
plan there’ sareference under loan guarantees to Canadian Western
Bank. That onein particular caught my eye, and believe me, I'm a
big fan of Canadian Western Bank. | bank there. I’ ve banked there
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for years and years and years — in fact, long before they were
Canadian Western Bank, when it was North West Trust — so thisis
no slight on Canadian Western Bank that I'mraising thisissue. But
I am curious. It shows $2 million as aforecast for aloan guarantee
for Canadian Western Bank, and then under the estimated liability
a negative $1 million, so I’'m assuming that means a total loan
guaranteefor Canadian Western Bank of $1 million, and I’ m curious
asto why that isthere. What istheloan for? Why isthe provincial
government issuing a loan guarantee in the first place? | think it
speaks once again to the question of whether or not the government
is, infact, out of the business of being in business, particularly since
we al know that the Alberta government is the sole shareholder of
Alberta Treasury Branches, so we have a major investment in
banking to begin with. | would like some explanation asto that.

Also, while I'm talking about the business of being in business, |
noted that Order in Council 163/2006 this year approved the
incorporation of not more than 40 provincial corporations under the
administration of the Minister of Finance. I'mwonderingif | could
have some explanation as to what those corporations would be and
why we need them.

Now, onto theissue of resourcerevenue, and | won’t spend much
time here because | spoketo it earlier in the spring session. We see
once again wherethe government isallowing themselvesto use $5.3
billion of nonrenewable resource revenue as opposed to $4.75
billion. Year after year we see this amendment to the Fiscal
Responsibility Act wherethey allow themselvesto use ever more of
that nonrenewable resource revenue, and it aways causes me
concern—in fact, agreat deal of concern, perhapsmore concern than
almost anything else in the budget — because we all know that that
revenue is not going to be there forever. Everybody in this House
and, I’'m going to guess, by now most Albertans have heard me rail
on about that. | really do believeit’simportant. | believe not only
should we haveasolid surface plan, asthe AlbertaLibera scurrently
have, but itistimefor anonrenewabl eresourcerevenue savingsplan
as | have advocated and many others have over the last year and a
half or so.

Whilewe arelooking at that, | do want to just touch on the rebate
cheques, which have been mentioned inthepast. Althoughit wasn't
my first choice of away to deal with surplusrevenue, certainly there
were some Albertans that desperately needed that money. | found
it interesting, however. The other day we had School at the Leg.,
that | spoke to, and | asked al of the kids how they spent their
money, and but for avery few they purchased video games. | was
disappointed to hear that. | really was because | had hoped that a
few might haveinvested the money alittle morewisely. A few went
on trips with the family, that sort of thing, and a couple actually had
putitinto investment savings, education savingsplans, and so forth.
But, unfortunately, as | was afraid, I'm thinking there will not be
much of alegacy |eft from that particular program.

The minister acknowledged the other night when | was speaking
to her in reference to some of the letters I’ ve received as finance
critic that, in fact, there were some cheques that went astray,
particularly in Ontario where CRA, who had been hired to adminis-
ter the program, had incorrectly entered some postal codes, so some
Ontario residents were receiving cheques. |I'm curious how many
Ontario residents actually received that cheque and what the total
cost to Albertataxpayerswasfor that and whether or not there’ sany
effort being made to recover some of that money.

The minister talked about taxes, and I'm just going to touch on
this really briefly. | know that I'm going to run out of time this
evening, and I’m disappointed about that, but there are certainly a
couple of points I'd like to make about taxes, both persona and
corporate. Once again, way too much paper. I’'m going to moveon,
and I'll find that.

In referenceto taxes, then: certainly, the health care premiumtax,
which I’ ve talked about, again, many times in the past, wondering
why we can’t eliminate that. 1’m well on the record for that, so |
don’t haveto spend much timethere. In particular, though, asfar as
personal incometax versus corporate incometax, she mentioned the
$265 million cut for corporateincometax thisyear. When | add up
the basic spousal and €eligible dependent tax credit of $77 million
and the $30 million in health care premium subsidy threshold
improvements, it's $107 million, so | seea40 per cent differencein
terms of tax cutsto corporations versustax cutsto individuas. I've
talked before about being a small business person, and | appreciate
tax cuts for business. My question redlly is: I'm curious as to why
we' re giving more of abreak to businesses than we are to individu-
as.

Now, alsoin termsof theamount of revenuethat’ sbeing raised by
tax, there seems, again, to be abit of aninequity in terms of not only
the amount of revenue that’s being raised but also the forecast for
the future in terms of what' s going to be raised in the future when it
comes to personal income tax versus corporate incometax. Again,
| think that should be causing some concern for Albertansgiven that,
certainly, corporations are doing very well in this province right
now, yet we're collecting about 2.5 times more in terms of percent-
age of income tax from persona income tax than we are from
corporate income tax. 1'm concerned about the inequity of that
again, that perhaps individuals are bearing more of the brunt than
they should be as opposed to corporations.

A coupleof specific taxes | want to talk about. Therewasanotice
on the Alberta Finance website recently about the fuel tax and the
taxability of kerosene. Apparently it has been noted that tax
collectors have been incorrectly selling kerosene without collecting
thetax. I'm wondering how much tax is estimated to have slipped
through our hands, whether or not the voluntary disclosure that is
expected of those tax collectorsis going to recover the amount that
we think we' ve lost, and what steps are being taken to ensure that
it's not happening with other hydrocarbon fuels?

We have a hill before us in the House right now which is the
AlbertaCorporate Tax Amendment Act. In that there aretwo things
that caught my eye. Oneisan amendment to the Elections Finances
and Contributions Disclosure Act where related corporations
apparently currently have aloophole that allows them to go beyond
the $1,000 total tax credit. So there are amendments being made
here. Once again my question would beif the minister and her staff
could identify for me how much tax has managed to slip through
Alberta Finance's grasp by not having corrected that loophole
sooner.

Then, likewise, there's an amendment being made to the Insur-
ance Act. Apparently, some insurance companies were avoiding
paying their insurance tax. This amendment is clarifying the way
companies are defined by the Alberta Insurance Act to make sure
that, in fact, that 3 per cent tax is collected. Again my question
would be: how much tax has dipped through our hands over that
period of time?

There's also a question about the special broker tax. | have to
admit that | don’t understand an awful lot about this special broker
tax, but if | go to page 203 of the estimates, the numbersin terms of
what we've collected in the past and expect to collect in the future
on the special broker tax jump around afair amount. Budgeted last
year was $750,000. The forecast is that we're actually going to
collect $1.75 million, and that’ s a so the estimate for this year.

I’'m curious about that because I’'ve had some correspondence
from aperson who has done somework with Alberta Finance. | will
tablethe correspondenceeither thisevening or tomorrow. I’mgoing
to guess, however, that the minister is probably aware of it. This
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personis concerned that millions of dollars may be slipping through
our hands because, again, of some loopholes in that special broker
tax and the way it's collected and administered. So I'm curious
about that. 1I'm wondering if maybe some steps may have been
taken already to correct that, and maybe that’s why the number
jumped from $750,000to $1.75million. | don’t know, but that isthe
question that | had in my mind.

8:30

Income trusts. | just want to go there quickly. Certainly, it's
recognized by the Alberta government. In fact, in a document on
their website called the Alberta Tax Advantage, they refer to thefact
that Albertamay be losing an awful lot of money on income trusts.
I think the number was about $400 million per year. Itindicateson
the Finance department website that as part of the ongoing review of
the tax system this issue is being examined. I'm curious to know
where that’s at now, whether or not there' s going to be some action
on income trusts.

Whilel’mmentioningit, | noted that the B.C. Securities Commis-
sion is warning their investors in British Columbia to do their due
diligence, to be very careful with the homework when it comes to
investing in income trusts. The alert cautions people to review
carefully their current investments because in fact they may
unknowingly or unwittingly beinvested inincome trusts right now.
| didn't see asimilar caution on the Alberta securities website. So
I’m curious as to whether or not we should be at least cautioning
people in Alberta about that, making sure that they’ re aware of the
risk that they may be exposed to unknowingly.

We had an exchange in the House today about a particular
restaurant bill that was submitted and paid last year asit related to
the automobile insurance review board. But | think that those
questions, athough they were very specific to one meeting, did
speak to a broader issue, and the minister referred to a hosting
policy. | think that was in reference to my questions about the
purchase of alcohol. I'm wondering if | might have access to that
hosting policy so that when we' relooking at these sorts of expenses
inthefuture, we' Il have abetter understanding asto exactly what the
hosting policy is.

I’m also curious to know whether or not the policy is or was that
a credit card receipt only is good enough when an expense for
hosting is claimed. That's all we got back from the access to
information request that was sent in. There may have been more
information although it wasn't indicated in the response from
freedom of information that anything was excluded in relation to a
breakdown of expenses. 1I'm curiouswhether or not it’s department
policy that acredit card slip isgood enough. If that is still the case,
then | would certainly suggest that we should be amending that
policy so that al Albertans would have an opportunity to know
exactly what they’re spending money on when it comes to those
sorts of hosting expenses.

I’d just like to mention that the Edmonton Qilers are apparently
ahead 1-nothing. Both the minister and | are anxiously waiting to
receive news, and | just had that passed to me.

Now, the Alberta heritage savings trust fund. The minister
mentioned thebillion dollarsthat’ sgoing in thisyear plusthebillion
dollarsthat wasput in from last year’ smoney. | could spend therest
of my timetonight talking about the heritage savingstrust fund. But
what | will say is that right now the Fiscal Responsibility Act
mandatesthat thereturn oninvestment lessthe management feesand
less the inflation proofing has to be put into general revenue. |
would strongly suggest that we should change that piece of legisla-
tion so that the return on investment minus those costs can stay in
the heritage savings trust fund, where it belongs.

I’d like to mention investing in tobacco. |I’ve asked questionsin
thisLegislaturebefore. | actually have amotion on the Order Paper,
Motion 608, that would mandate that we divest ourselves of
investment in tobacco companies. We specifically excluded
investment in tobacco companies in the government’s Bill 1 this
year, the cancer act that the minister wasreferring to. Unfortunately,
with my motion being 608 and the session winding down — | think
we' re at Motion 510 right now — clearly thisis not going to be dealt
with in the House this year. But it's important, | think, in today’s
climate that we recognize that investing in tobacco companies,
athough it may return a profit, is certainly not ethical anymore. |
think it would be prudent for us to divest ourselves of those invest-
ments.

Very quickly I'd like to touch on the payday loan companies.
There hasbeen sometalk from thefederal government that they may
actually allow the provinces to regulate payday loan companies.
Right now they're actually limited at 60 per cent interest, which |
find incredibly high, but I’ ve read some reportsthat at timeson very
short loans these companies are charging up to 50,000 per cent
interest, which isincredible. So I’ m curious whether or not there's
been any action taken on this matter by the provincia government,
whether or not we're preparing for that eventuality. It certainly
looks likeit's going to go ahead, and I’ m wondering where we're at
with that.

| look forward to some answers either this evening or later.
Hopefully, I'll have another chance to get up and ask more ques-
tions. Thank you.

The Chair: The hon. Minister of Finance.

Mrs. McClelan: Yeah. I’'m going to really quickly try and whip
through some of these. | really appreciate the hon. member and the
manner that he's raised these issues tonight. Rather than long
dissertationswe’ veactually got somereally good questionshere, and
I hope | can provide some really good answers back.

Ontheheritage savingstrust fund. You'reright: it waslegislated
that the dollars would go back to general revenue and, of course,
also legidated that when we were debt free, we would begin to
inflation-proof it. Until that legislation is changed — and it may be
at some future point — of course, we are investing dollars into the
fund, which are about equal to leaving the money in the fund. To
me, that was incredibly important, and we' ve talked about that. |
want to see that fund grow. | want to seeit as arevenue stream for
future years when it may be needed.

On tobacco companies. We did have this conversation, and we
had the question at one point. | believe | checked on how much
investment there was in tobacco companies, and | believe the
numbers — and my staff will probably be shaking their heads
violently either up and down or back and forth — are about one-
quarter of 1 per cent of the investments, so not significant. | don’t
think it would be difficult to say that you wouldn’t have a direct
investment in atobacco fund. But you know that there arefundsthat
are — I’ve been searching for the right word; I've lost it out of my
head — a conglomerate of businesses where you might have a small
portion of that that might be atobacco company. But the point made
on direct investments into tobacco companies, | accept that recom-
mendation, and we' |l certainly raiseit with our investment manage-
ment group.

Hosting policy. Y ou know, we talked about thisin the House. |
suppose that $75 aperson is not a high cost for an entire meal at a
rather upscale restaurant. | don’t eat those very often. Many of us
in this House probably don’t. At times you' re compelled to. Most
of my receipts are from Dairy Queen, Joey’s Only, and the pizza
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places. Actualy, in many ways | prefer their food. But | have a
persond policy in that if there is wine used at a meal that I'm
hosting, | pay for that separately. | don't drink it myself, but | don’t
object to anyone else having adrink of winewith their meal. Infact,
physicianswill tell you that aglass of red wineis probably good for
you; it's not good for me if | want to keep my driver's licence. |
haven't learned the difference between aglass and apail, so besides
the headache not drinking it at all is a good thing for me.

I'll get you the information on the special brokers' tax. | suspect
that your assumption is the correct one. | didn’t have time while |
was trying to make notes to look that particular page up.

Income trusts. | have nothing really new to report to you except
to say that it isapart of our overall tax review. You'reright on the
estimate. It wasour number that it could be asmuch as$400 million
there.

As to whether we put anything in on a caution, | don’t think so.
I think that perhaps my staff will help methere. That might be more
in aconsumer line than our role, but they’ll tell me.

Onthetax slippage| cantell you that there’ snot alot. Y ou know,
it'snotimpossible, but assoon asthisisfound, it’ srectified, and tax
is collected as much as you can from companies that may have
missed paying.

8:40

Kerosene. | don't havethe answer; I'll get it for you. But | think
we only collected about $5 million in total on propane, so | would
suggest that kerosene would be amuch smaller part of the sales. So
the slippage there would be less, but of course you don’t want any.
If you have atax and it is to be collected, it should be collected in
the manner in which it was put in place.

Health premium. We'll continueto discussthat. | think you agree
that the move we made this year to take another 140,000 Albertans
off of that roll was agood move. | will just take some exception to
the comparison between the corporate tax and the persona tax
because while our personal tax saved about $107 million this year,
we have saved Albertans $1.5 billion over a period of from’99 to
this year because we implemented those changes first. The same
with small business: we reached our target on small business first.
| have heard from some small business owners that they would like
usto consider revisiting that again and look at either increasing the
threshold, which we raised to $400,000, or another part of the per
cent or a percentage drop. Certainly, we said that we accepted their
entreaties on that, and we would look at that as part of our overal
tax review.

On the cheques astray: not many. | don't have the final figures.
I’'m sure one of my staff probably does. Canada Revenue Agency
made every attempt to have those cheques returned, and | think
they’ll probably be quite successful. | do want to reiterate: it wasa
wise thing to use Canada Revenue Agency to deliver those cheques.
We don't have a database that is as complete as theirs. | have said
that that entire exercise will cost us under $10 million. If anybody
can administer a program of $1.3 billion to $1.4 billion for $10
million, | think we' d be overjoyed if al of our administration costs
werethat low. We havefound Canada Revenue Agency inthiscase
very good agentsto work with. They’ ve been very accommodating
with people who have been missed, have worked with them to get
their ’04 tax return filed if they happened to be a spouse or someone
who didn’t. If they were persons who had children and hadn’t
registered for the child benefit because they didn’t qualify, they've
been very accommodating with those folks.

I think we've been able to address most of the concerns people
had. Thetoughest onein that one were the people who had lived in
the province who | eft at the wrong time or, indeed, who came back

at the wrong time.  You have to set adate. September 1 was our
date. That was our centennial date, if you wish, and we had to set a
date. You haveto set atime. The hardest onewasto correspond or
talk with those folks on the phone who just missed that deadline or
date, but as | pointed out to them: when you decide to do this, you
have to choose some dates. You have to put some parameters
around the program. The Auditor General will be watching very
closely to make sure that we stuck to those parameters.

Ontheincreasein revenue: wedo haveasurplusplan. | think that
using some of those revenuesin savings, in the heritage fund, in our
variousendowmentsisagood way to save. I'min support of saving
more, but I’'m also conscious every day in this Legislature of asks
from the House — sometimes al sides, most times one side — for
more money for health, for more money for education, for more
money for seniors, for more money for continuing care. What we
really doistry to strike abalance to ensure that we continue to have
the best health delivery system, the best education system, the best
system for caring for our people who are vulnerable. | have some
confidencein that because | happen to have had the responsibility of
being the minister responsible for seniors, and | know that many of
the programs that we have in this province are not available to
peoplein other provincesat al. | speak of AISH for one, aprogram
that's very good but not available. So it's abaance.

As our economy grows, as our population grows, we will attract
more people. We certainly find seniors coming to this provincein
record numbers. Our net migration of all peopleisstill positive. We
still continue to attract a large number of seniors from other
provinces. There' sareason for that. We're pleased and proud that
they choose Albertato betheir home, some of them becausethey’ ve
followed their children that have come here to work, some of them
because they just see the benefits of what’s available for seniorsin
this province.

The other point | want to make is on the personal tax side. |
would just remind all members that our personal exemption is
double anywhere else in Canada, including the federal government,
and | remind all members that on the tax side, if we taxed at the
samelevel asthe province next to us, which is British Columbia, we
would collect an additional $7.2 billionintaxes. That's$7.2 billion
that Albertans have that citizens in other provinces don’t have. |
think it's positive, and it’s good for our people.

On the creation of corporations the simple explanation is that
through our investment management division they set up those
corporations for managing investments. So if you watch the OCs,
which I’'m sure that you do, you will see periodically where we
remove a number of those companies. They're holding companies
for investment, and when we're finished with that particular
investment, we pass an OC to end that company. So that's realy
what that is.

Canadian Western Bank. Nobody really told me, but I'm going
to make what might be an educated guess. Ag Financia Services:
sometimes the syndication on loans for our small businesses will
take last position. Maybe that's where it is. It's a small amount.
But to our small businesses, particularly our value-added businesses,
financing is sometimes difficult. We're very happy in the agricul-
tural sector, which isone of our largest manufacturing sectors, to be
able to work with our companies and syndicate or broker a loan
utilizing other banks with it. I'm sure that somebody in my
department will give you the absolute on that.

Overall government liabilities. We addressed that earlier today.
| don't have the last year’ s figures, but if | look at the columns on
page 43, | see a2005 actual on liabilities of $18.687 hillion. | seea
forecast for '06 of $17.927 billion, and | see an estimate for *07 of
$18.420 billion. Thosearethefigures!’mlooking at. | don’t know
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where — the $15.610 hillion might have been an estimate of some-
thing somewhere, or it might have been a caculation, but we will
continue to have that discussion, and I'm sure we'll be able to sort
that out.

That's as far as I'm going to go there. | appreciate al of the
questions, and for anything I'vemissed I’ [| be sure to get the answer
to you.

The Chair: The hon. Member for Cardston-Taber-Warner.

Mr. Hinman: | guess there's a benefit to being here early.

Thank you, Mr. Chairman. | appreciate the minister and the
answersthat she has given so far and for the detail sthat wereceived
in the financia statement. There is no question that Albertaisthe
place to be. When you look at page 63 of the fiscal plan, it's very
encouraging to seeour provincial tax ratesthere compared to therest
of Canada. That’svery encouraging, but the question alwaysis: are
we doing the best that we can do?

8:50

| just want to turn to page 65, first, on the historica fiscal
summary, and go over a few things there. On line 2, corporate
incometax, it showsthat it slevelling off. | believethatin 2005it’s
about $2.6 hillion, and it goes down to approximately $2.18 billion
by 2008. This province, if my memory serves meright, promised a
corporate tax reduced to 8 per cent. We haven't reached that yet,
though we' ve attracted many corporate headquartersand thingshere
to the province, and I'm wondering if that drop is because there are
future plansto drop it another 1 per cent per year.

[Mr. Danyluk in the chair]

| guess I’'m somewhat curious because, normally, when taxes are
dropped, you see an increase. As we see in personal revenue tax,
we' ve been lowering it, and you’ ve raised the basic exemption, yet
it’ scontinuingto rise, whichisencouraging, showing good economy
and prosperity. But it’ snot showing up in the corporate income tax.
That raises some curiosity for me there on why you fed it'sgoingin
that direction.

Another question. On line 7, other own-source revenue: I’ m not
quite sure| understand exactly what that is. Tryingto link that with
previous pages, it seemslikethey don't quite add up. If the minister
could expound on that alittle bit, | would appreciate what exactly is
entailed on that line.

Turning to page 62, Albertabeing the place to be and the benefits
that are there and the surplus that we're having, | ask the questions
on behalf of Albertans: why are our premiums, fees, and licensing
chargesall going up? It just seems like we should be ableto hold it
where we're at or even reduce it in some areas; for example,
provincial camping and those areaswhere Albertanstruly can go out
and enjoy what the province has to offer and want to stay at home.
Y et we' reedging those up and looking at further increases next year.
I'd encourage the government to reconsider that on behalf of
Albertans so that we could enjoy our home province and not see an
increase in fees, especialy at thistime of fiscal surpluses.

On page 61, full-time equivalents. Thisis a question that I've
asked before, and the Premier continues to keep saying many times
during question period that we have 22,000, but on page 61 it shows
that we've got 26,800. We're looking at 27,000. | guess my
question ison the accuracy, making surethat thisistheaccurate one,
and perhaps understanding that alittle bit better.

Page 60, the all ocation of |ottery fund revenue. Something that’s
been brought up many timesand | think will continue to be debated

isthat we see under Gaming that the biggest allocation goesto horse
racing and the breeding renewal grant program. | believe I’ ve asked
once, and | didn’t get the answers on the actual revenue generated
from horseracing and what percentageisgoing back to horseracing.
It just seems lopsided that horse racing, a fairly small industry, is
getting such ahuge percentage when many of our municipalitiesand
charities and other things realy rely on the community facility
enhancement program and community initiative program, which
together isjust barely $68 million, amost equalling the entire horse
racing and breeding program. | just wonder, you know, in having to
set priorities, you've mentioned it in here many times before,
including this evening, that it's a tough balance. Everybody is
wanting more money. |I'm curious about what the actual gross
revenue is from that because the Minister of Gaming always says:
that's just a percentage going back. If you could