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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 enlighten us on
that, | would appreciate it.

| also was curious about the Canadian Western Bank, and because
it's been brought up, | won't worry about repeating that. That was
something of a benefit for us to understand that.

The question that | have at thistimeis on the overall spending. |
don’t have the page number written down here. Of a $32 hillion
budget, in a short period you' ve got the revenue going down to $30
billion, if my memory serves meright.

Mrs. McClélan: What page?

Mr. Hinman: | can’t find it. | don’'t haveit written in my notes. |
apologize. 1I've got to go from memory now.

| believe that we're looking at a $1 billion to $2 billion loss in
revenue, that you forecasted two or three years down the road, yet
our spending has already surpassed. Maybe that’s going back to
page 65, line 10, for atotal revenue of $30 billion, which is aready
less than our current spending. That raises a great deal of concern
that we're aready past a sustainable budget when by 2008 we're
down to $30 billion in revenue.

One of the questionsthat | guess | have —on page 64 you have an
excellent chart showing the changes in prices and, you know, how
it affects the dollar, the natura gas prices, or the exchange rates
going up and down. But when | look at the production above that,
it showsthat production levelsreally aren’t going off and that we're
able to sustain those production levels. So | guess |’m concerned.
What are we trying to show there? You know, isit: let's not show
that we have too much money so that we can restrain the budget?
Y et we're spending an enormous amount in the projections. So |
worry alot about that.

It brings up aquestion. When | look on page 64 at the bitumen
production, we're going from 1.2 to 1.4 to 1.5. With that increase
and the price holding there, I'mwondering if this government has a
schedule or an estimate on when that royalty relief that those big
corporations are receiving to pay for their infrastructure is coming
due. When will that kick into the budget? Isit after 2008, 20107
We've heard alot about that, and I’m just wondering if you have
some estimates. Because of the increased price and the royalty that
they're getting back, are we going to have a crossover there?
Perhaps you could share that with us. That would be helpful.

Just an aside, | guess. With the dollar value and your chart on
page 64, I'm wondering if you have any estimates — I’ ve been told
that in health care there’sahuge cost in U.S. dollars for equipment
and things that we're bringing in and drugs and whatnot. With the
dollar rising, would that offset and show a significant reduction in
our hedlth care expenses? I’ ve had many people from the Calgary
health authority and other areas indicate to me that we should be
seeing some balancing there between the two. If you could share
something on that, that would also be helpful.
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A question — and | can't remember where | picked it out, so |
apologize; it's mentioned in a few places — about aternative
financing. I’'m wondering if that’sjust P3s or whether the govern-
ment has some other programsthat they’re looking at. My question
inregard to that is: when welook at these P3s, and | guess | kind of
look at P3s going back to some of our history, whether that’s the
magnesium plant that the government got into or Swan Hills — it
seemsliketherewas another one, but | can’t remember now; | didn’t
writeitin here—we' velearned that we get hooked for that anyways.
| guessthat Gainersisonethat showsup in here, wherewestill have
a debt that we're paying for, and it's been so many years. | was
shocked to seethat still coming forward. [interjection] Yes. Hestill
smiles at us, thanking us.

With such a great rating, that you mentioned earlier, the triple-A
rating, do we really do better? Do the studies show that rather than
just going out and tendering it and having it done as opposed to a P3
where those people have to look at their expenses and overal, if
they’re borrowing money to put that in place — what's there? Are
they at prime plus 2? Arethey adouble-A, asingle-A rating? Are
we really benefiting the province with the great triple-A rating that
we have and the surplus that we havein entering into P3s? It'sjust,
| guess, a question that many people have asked me. Y ou know, if
we have the money, why would we be going to second or third
sources if in fact we can pay it and we're not having to pay any
interest? It does cost them more. They’re borrowing. They don’t
have the good rating. It's another area where curiosity definitely
intrigues me.

9:00

| want to turn now to page 44, on the revenue again. One of the
specific questions that | have is— we' ve had a tremendous sale on
lands and, you know, a $3.4 hillion forecast for this year on land
leases and those areas, and then our income goesdown significantly,
amost to athird in three years. | guess that | was wondering on
thoseleases: how long term arethose? Arewelooking at afive-year
lease? How do you estimate that and realize that it's dropping that
much? Isthere the potentia like the crude oil and everything else
that it sgoing to stay the same and that income could continueif the
market stayswhereit is? Or are we definitely in athing where this
was the year where we put up a huge amount of our leases, and they
were bid, and now we're not going to have any income for five
years? If you could tell us alittle bit on, you know, what percent-
age. Do we have 10 per cent ayear coming up and they just rotate
through smoothly? Or is this cyclica and coming and going and
there is no chance of an increased, | guess, revenue coming in from
land sales like we' ve had this current year?

On page 59 one of the thingsthat caught my eyeisthe Agriculture
Financial ServicesAct. WEe re going down from $35 million to $30
million. In such atough time for agriculture it raises my curiosity
on why loans would be going down so much, what the forecast is.
The loan guarantees are being reduced there. I'm just kind of
wondering if you could explain that bit of phenomenafor us.

| guessjust afew thingsthat I’ d like to ask and repeat once again.
What are the plans for reducing corporate income tax? Are you
planning on fulfilling the promise of reducingit to 8 per cent? What
isthe schedule? It just seemsthat in such atime we really need to
look at and address |egislation on what to do with the surplus.

It just seemswrong. When we have such atremendous amount of
money coming in — and both you and the Premier have mentioned
that it's much harder to govern with so much money than it was
without money — perhaps the best way to reduce that money and to
not look like we're so flush with it is to have legislation rather than
policy onwhat we' re going to do with that surplus. Currently it just

seems like there's a policy, and policy is very easy to change;
whereas, we grabbed the bull by the horns, we passed legislation,
and we said that all surpluswas going to go to pay off the debt, and
it served usvery well to do that. It just seemsliketheright thing to
do to pass legisation now on what we're going to do with that
surplus.

We can have good budgets. Wecanlook at, you know, infrastruc-
ture, health, education, all of those things, and put in agood budget.
Let’sstick to that budget, and then when we do have asurplus—and
| do once again want to thank the government for always being
conservative. | see nothing wrong with pitching it in low and
coming out smiling, especially if we have the discipline on what
we're going to do with that surplus. To me that’s very much up for
debate. But it just seems like we should be putting 50 per cent of
this surplus into savings and perhaps 50 per cent going back to the
taxpayers. You know, like | say, I’'m open for the debate wherever
you want to go on that, but if, in fact, that was the law, then we
wouldn't have all of thistussling over who'sgoing to get it. We've
got thisextramoney, and it just seemslikeit causes usalot of grief,
as it does with most families when al of a sudden they have a
windfall. Everybody all of a sudden is your best friend, and
everybody has these special needs, and we've got to haveit. Sol
think legislation would be in the interest of Albertans.

The things that | want to point out and one that | brought up the
other day: the propane tax of $5 million that you referred to earlier
tonight. Propaneisone of the green powers. It'sclean. Why don’t
we reduce that? We produce 10 hillion litres of propane in the
province, and we only use 2 billion, 20 per cent of our production.
It just seemslike that's an area where we could put theincentivein
and remove that tax off propane, which | believe used to be back in
the’'80sor ' 70s. If wecould utilize that, what it would do to benefit
Alberta and the pollution that we have. So | would encourage the
minister to look into propane and seeif there'saway that we could
increase the incentives.

Once again, the number one concern is to eliminate health care
premiums. That would be a great benefit. You've taken a step.
Everyone appreciates reductions, but we could reduce government
size. You'd have full-time employees that you could utilize
elsewhere by eliminating that wholearea. We continueto encourage
youtodothat. Yes, wehavethe highest basic tax exemption, but we
could continueto raise that and benefit those people, perhaps, to the
low-income cutoff level of $20,000. I’ m not sure how much. If you
could tell uswhat percentage of that $5.8 billionwe' dloseby raising
it another $5,000, I’ d appreciate that.

To look at when we have the surplus to actually refund — you' ve
mentioned that Canada Revenue did agreat job of distributing that,
but do we not have our Albertatax? We're being charged at 10 per
cent. Itjust seemslikethelogical thing: when there’ sasurplus, that
means that we' ve overtaxed. We' ve got awindfall. To meit seems
like the first place it should be going back is to those people who
have paid tax if we're not going to put it into savings. We could do
that on arefund on the personal tax. We collected $5.8 billion. You
havethenumbers. Y ou could’ vegiven $1.4 billion back, you know,
25 per cent refund back on our personal tax or, on the same point, on
our property tax.

Every town, municipal government is definitely struggling. We
see the inflation there more than anywhere, trying to keep up with
infrastructure, the roads in those areas. 1'd encourage the govern-
ment to look at refunding property taxes. | aso would like to
encourage the government to look at perhaps increasing the per
capita payment to the different municipal governments so that they
could look after more things on their own. These surplus revenues:
if therewasto beaper capitadividend of, for example, the $400 that
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was given out this last year, if that went to municipal governments.
There are many of those that still have debts that they’ re having to
address. It just would be great if, in fact, they could receive that
money and that they could be out of debt and not have to look at
increased property taxes.

To close, there's no question, | guess, that we' ve started many
funds. I’ veforgotten what page those are on now, but we' ve got the
AlbertaCancer Prevention Legacy Act, theAlbertaHeritage Savings
Trust Fund Act, the Alberta Heritage Foundation for Medical
Research Act, the Alberta Heritage Foundation for Science and
Engineering, Farm Credit Stability Act, scholarship act, and the
Financia Administration Act. We' ve got many of those that have
been created and the onethat hasbeen mentioned twice herealready,
but westill havethat liability for theteachers' pensionfund plustwo
others. I've got my notes all messed up here now so | can't
remember which other pension funds they were but, basicaly,
amounting to $4.8 billion, if my memory serves meright. Why do
we not start afund and at least put this surplusin there? If it takes
us four years, one year, or 10 years to deal with the teachers, let's
put it in there now and have a trust fund.

Thank you very much.

Mrs. McClellan: Well, again, another gresat seriesof questions, Mr.
Chairman. In the interests of making sure that other members can
get in and make their comments, I’ m going to try and rattle off afew
of them pretty quickly. Onthewholeissue of education property tax
— I'm sure that's what you're talking about — I'm sure that the
Minister of Municipa Affairswould want to spesk to this, but | will
just quickly remind you that there is an exercise occurring. The
minister isleadingwiththe AUMA, AAMD and Cto establishroles,
responsibilities, and relationships. Once that exercise is done, |
think we'll al clearly understand whoseroleit is, whoseresponsibil-
ity it is to pay, and maybe the more important discussions around
there are the building of relationships because it is the same
taxpayer.

9:10

We did reduce our mill rate by 7 per cent. Asyou’ve read in the
papers recently, this was much appreciated by cities, I'm sure by al
municipalities. Some of them will use that room; some of them will
alow savings to taxpayers.

On the Albertatax, a 10 per cent flat rate, you have choices when
you make tax changes. Raising the personal exemption is one way
to do it. It's a way that we can do it that we can assure the
sustainability of it. Remember that we index that, and remember
that in Alberta it is double what it is for any province in Canada,
including the federal government.

[Mr. Marz in the chair]

So you have a personal tax advantage there. I'll be honest. |
favour increasing that exemption. | think you're absolutely right: if
we don’t need the tax dollars, we shouldn’t collect them. They
should stay with people. But theonething | want to make sureof is
that when we make atax reduction, itisn’t at the expense of funding
important programs like health, education, support to seniors and
those who are vulnerable. We depend on those revenues on a
sustainability basis.

While we' re enjoying high revenues now, | have been here when
those revenues weren't there, and | had to be a part of making some
very painful decisions on reductions. It was not easy. Our entire
civil service, our entire medical, teaching, universities: al of those
people took rollbacks, which were not something that we would

want. In fact, the peoplein this House did too at that time. Better
that you ensure that you could fund these things on a sustainable
basis out into the future so that you do not have to face that.

So we're careful when we make our tax reductions, but you will
not have to convince me to continue to do that as long as we can
sustain it. It's proven that if you leave more money in peopl€e’'s
pockets, Albertanswill generate the economic growth here. That is
well demonstrated.

Should welegislate surplus? Perhapsat some point that would be
agood thing to do, but | would suggest that at this point, when we
have just come off of debt elimination, it was important in this past
year that weinvestininfrastructure. So to tie your handswith those
infrastructure pressuresthere might not bethewisest thing; however,
asit turnsout, when you look at saving, giving back, and investment
in capital, we amost came to that point in the end of how much we
saved through endowments, the heritage fund and how much we put
into capital and then how much we gave back. It'snot that off. So
maybe thereis a point we could do that.

Propanetax. Certainly, I'll look at that. Aspart of the tax review
I know that my staff have done that. Y ou make a good point on it
being agreen fuel.

Health care and the rising dollar. Most people know that in my
other life I’'m afarm person, and we happen to buy equipment that
is manufactured in the U.S., and most of the parts that we buy are
manufactured there. We can never understand how long it takesfor
that changein thedollar to show an advantage in the lowering of the
cost of machinery and parts. | expect it's the same in medical
equipment and drugs. It seems to go really fast one way and not
quite so fast the other. | would expect that there should be some
change there because certainly we're hearing that manufacturing
businesses in this country are feeling it, so we would hope there
would be some balancing. But we'll do some investigation on that.

P3s. We redly have one P3, and it's a darn good dedl. If you
could enter into another one of asimilar nature, | would expect that
most people would recommend it. While it may seem that it costs
you a little bit more at the outset, the fact that you can have a
warranty and maintenance on aroad for 30 years and get it in under
the time frame, which is incredibly important in this city, where
we're seeing such, such growth, and have those access and ring
roads is important and the same with Calgary.

But remember that al of those are examined. There are no
automatics there. We have an external committee that gives us
advice on those, gives advice to the Minister of Infrastructure and
Transportation as well as Treasury Board, and that is a method of
aternativefinancing that wewill continueto ook at asan option but
only if theré's an advantage to us to do it. Although we have a
triple-A credit rating — and, yes, if we were borrowing, which we're
not in a position of needing, we would borrow at afavourable rate
— it may make the better sense in the long run to do a P3 if you're
getting things like maintenance, warranty, and coming in ayear or
two earlier certainly doesn’t hurt.

Theprovincia tax rate. Y ou asked about the corporatetax rateon
page 65. Remember that we started at 15.5 and we' re down to 10
per cent. Yes, weare going to 8 per cent, but that’s not what those
figures show. It'snot an automatic. When you reduce therate, you
would expect that it would take two to three years for the economic
advantage to start to show the benefit back. It may be sooner in this
economy, but as always we're prudent and conservative in our
estimates.

The premiums, licences, and feesgoing up. That’sadifficult one
in some ways, but we really consider that that is a cost of doing
business. That'sredly what it'sto cover. We ve heard alot about
our campgroundsneeding refurbi shing, upgrading. Our campground



May 10, 2006

Alberta Hansard

1485

rates are pretty reasonable. Infact, for personswho don’t have alot
of disposable income, there are a great number of absolutely free
camping facilitiesin this province. Soit'sabalance. They need it
to keep those campgrounds in good shape, to make sure that they're
good places for people to visit. But our rule here is that your
premiums, your licences, and your fees cover the cost of doing
business.

FTEs. | spoke to hours. I'll check on what you asked on the
numbers that are quoted to make sure that we' re quoting from the
same thing. | will give you that information at another point.

Horseracing. It's not going to help to explain this because this
isn't arational discussion. The rationa discussion is simply this.
The Minister of Gaming got up in this House one day and answered
thisquestion ashest as |’ ve ever heard anyonedoit. If youdon’t put
aquarter inaslot machine, if you don't lay one wager at aracetrack,
they will generate nothing. So what Horse Racing Alberta getsis
what they earn. | think you understand that.

However, you did ask a question on how much of that goesto the
fund. | checked the figures with the good minister rather than
having him get up and do it. Hesaid | could, so we'll seehow | do.
Fifty-one per cent goes to Horse Racing Alberta, 15 per cent to the
operator, and the balance to thelottery fund. So you can just do the
math. You asked what the total was. | didn’'t havetimeto doit. |
will after | sit down. But that isit.

| do want to mind everyonethat 8,000 people are employed in that
industry. | invite people to go over there, which isn’t very far, to
Northlands Park, and go to the backstretch. | especialy invite the
member who has thisin his constituency. | do. I’ d be honoured to
go with you. | think that if you had the opportunity to go to that
backstretch to talk to some of the people there who have gainful
employment, who are so proud of the jobsthat they have there—and
these are peopl e that wouldn't necessarily have ajob anywhere else.
The self-esteem, the pride, and the joy that these people have in
working with a beautiful animal like a horse to meisworth it right
there.

9:20

But beyond that, the financia contribution to this province is
significant. It'sapart of the proud history of thisprovince. Alberta
has the most horses per capita, if you wish, of any province in
Canada. The horse industry has been a very proud part of the
Albertahistory, not justin racing but saddle. Y ou need the complete
industry. You realy do.

Spruce Meadows. Who can measure the value of Spruce Mead-
ows to Alberta and to Canada? The number one facility, above
Aachen now. The number onefacility intheworld. Attracts people
from everywhere who come for the beauty of show jumping and
dressage to some point, but the international contacts that are made
there and the emphasis on international isincredible.

The pleasure of horses. The stables that are just down the road
here give so many people alot of joy. | used to bring my grandkids
to the zoo for a little while. You know, they live on a farm, and
they’d come and go ride the horses at Valey Zoo. | said: what's
wrong with this?

The horseindustry in its entirety is so important to this province,
and | think we al had alittle thrill when Brother Derek was racing
at Santa Anita and won and a little sadness when he raced in the
derby last Saturday and came in fourth, but still some pride that an
Alberta owner had a horse of that quality.

So if you have time some time, go over, especialy on Alberta
days, specia races that are for Alberta-bred horses only, and just
look at what this industry does do for the province. If everything
that we were involved in had the type of return this one does, it
would be quite great.

Royalty relief in the oil sands. | think thelarger part of the return
will start to comeinin’08 and upward. We'll get that information
absolute for you from the Minister of Energy because I’ m going off
of memory. Uh-oh, I’'m getting aletter on the horse, | think. Maybe
not. We're starting to get revenue of some significance now, but
that, of course, changes when the capital investment is paid. It
seems to me that it starts in a more major way in '08, and then
maybe’ 11 is the next larger part when this comes off.

Production restraint land sales. Land sales are a function of the
market, and we have alot of land. We're not selling it all, even
though those were very high sales. But | think it’safunction of the
marketplace today that encouraged people to make those invest-
ments. | will ask the Minister of Energy to give you the absolute,
but when they buy alease, they have to develop it in a certain time
frameor it reverts. | don’t remember exactly whether it'sfive years
or what itis. That'sjust alittle bit outside of my bailiwick.

I know that you had afew other things, but | know that there are
others that want to get into the conversation.

The Chair: The hon. Member for Edmonton-Highlands-Norwood.

Mr. Mason: Thanks very much, Mr. Chairman. | appreciate the
minister leaving me some time to get in on this discussion. I'm
going to, | think, just want to talk about some broad policy ideas,
throw out maybe some of my ideas and ask the minister in sort of a
broad sense what her thinking iswith respect to some of theseideas.

I’d like to start with the question of the resource revenuesthat the
province receives and the royalty rates that we receive. I'm
wondering how the minister seeslooking at royalty rates on our oil
and gas, which are the declining revenues, on the coal -bed methane,
and on the il sands side. | note that the royalty regime that we' ve
got in place now was done | think when oil was about $15 abarrel.
Is it suitable for today’s market? | guess from our perspective
royalty rates should return a maximum amount of the value of the
resource, which does belong to the peopl e of Alberta, without in any
way significantly impacting the exploration and devel opment of the
resource. We want to see the resource continue to be devel oped and
exploited for the benefit of the province, so we wouldn’t want the
royalty rates to redly interfere with that, but we wonder if you
couldn’t sustain, actualy, a significant increase in royalty revenue
given the world-wide shortage that now exists.

It's apparent, Mr. Chairman, that we' re either at or very near the
world tipping point in oil, where the supply of oil will no longer be
sufficient to meet the demand on aglobal basis. That'sthe casethat
I think most economists believe, that we' re going to see sustained,
almost permanent, upward pressure on oil prices. | see that the
department is estimating in 2006-2007 aprice of $50 abarrel. Well,
it was past $50 a barrel some time ago, and | think most estimates
arethat it's going to continue to rise. We're at $70 now, and some
people are talking about the days of ahundred dollars abarrel of oil
being not too far off.

| seethat in the budget the government listsanumber of firmsthat
areengaged in forecasting oil and gas pricesand so on, and | saw the
graph about the high, the medium, thelow, and the aggregation, and
some of the information is not publicly available because it's
proprietary and is purchased by the government on the understand-
ing that they won't releaseit. | for thelife of me can’t understand
how we' re expecting the price of oil next year to be $50 abarrel. |
think being conservative in your estimation is agood thing, believe
it or not. You'd rather be alittle under than alittle over, but you
don’t want to beway out either way. | think that we have often been
way out. Looking back over the last 10 years or so, that's been
fairly common.
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I want to talk a little bit about tax policy. The government is
continuing the policy which was announced by Steve West, when he
was the minister, of taking the corporate tax rate from 15 per cent
down to 8. | happened to be at the Edmonton Chamber of Com-
merce luncheon as a newly elected MLA when Dr. West made that
proposal. He aso taked about a long-term plan for education
property taxes, which | want to come back to aswell. | guess the
question | have for the minister is: what purpose is served by
continuing to reduce corporate taxes? What isthe policy objective?
In ahot economy, avery hot economy has the minister received any
adviceor suggestion that, infact, cutting corporate taxes at thispoint
may be very inflationary?

We know and | know that not only municipalities in the public
sector but small- and medium-sized businessesarevery hard-pressed
to find labour, and the cost of labour is rising very dramatically.
Even McDonad'sis advertising for workers and has jumped up its
hourly wage by at least a couple of dollars, as far as | understand.
I've talked to several mayors in the province whose engineers are
being enticed away with very, very lucrative offers and contracts.
So they’relosing their qualified people. | guessthisisjust my take
on it, but if you cut the taxes of the biggest corporations in the
province, then how does small business and how does the public
sector compete with them in attracting the necessary labour and as
well the materials and supplies that they need?

9:30

I’m very, very concerned that this corporate tax, quite apart from
philosophical differences, is not a good economic policy at this
particular point in Alberta’s economy. | wonder if the minister has
looked at that because we do have—and | could read from my notes.
Welooked up some economistsand so on who have said that there's
area concern about the impact of this particular tax cut on the
economic balance. It has the potential to create imbalances in the
economy, and it could in fact wind up hurting small- and medium-
sized businesses who can’'t compete.

The other thing that Dr. West talked about that time was a long-
term plan for education property taxes. | know that the government
has not followed through on that commitment. They’ re moving sort
of inthedirection. Inother words, they’ re reducing the amount that
they take in the mill rate, but because of growth and so on, they're
actually taking more from the property taxes. I’'m wondering if
we' re ever going to get to the position where the provincereturnsto
a policy of gradually getting out of collecting property taxes
altogether.

I know that the Alberta Urban Municipalities Association, when
| met with their executive afew weeks ago, indicated to me that one
of the things that they’'re continuing to be hopeful for is that the
province will eventually vacate the property tax and give them the
room that they need. | know that the Minister of Municipa Affairs,
athough he didn’t promise that it would happen at the last conven-
tion of the AUMA, did promiseto work at it. So | am particularly
interested in hearing about that and where we're going.

There was an increase in the amount of nonrenewable resource
revenue that can be spent on program spending to $5.3 billioninthis
budget. | wonder if the minister is concerned that we are becoming
too dependent for our ongoing program spending on nonrenewable
resources. From our perspective, we believe that the nonrenewable
resources of the province and the revenues that flow from them
really don't just belong to us or our generation to be spent on the
things that we want right now. These resources have to be seen as
the property of all generations, including generations to come.

There are a couple of things. There'saphilosophical point about

how much you are prepared to expend from your nonrenewable
resourcerevenuesto sustain programstoday. Theother question, of
course, comes about from the narrowing of the tax base, and it ties
in with the government’s approach of cutting taxes generaly and
specifically cutting corporations’ taxes. Has the minister looked or
has she received reports from her staff saying that we' re becoming
too dependent on this and that when these resource revenues are no
longer available, we might once again have to make somevery, very
tough decisionsin this province? Y ou know, that’s certainly one of
my big concerns.

There are some things in one of the government’s documents.
Hereitis, Alberta'stax advantage, on page 134. It says that

with no general salestax, payroll taxes or capital taxes, Alberta’ stax
baseisrelatively narrow compared to other jurisdictions. Whilethis
is [beneficial] to Albertans, it also comes with some risks. A
broader range of taxes means more stable revenues. With relatively
fewer revenue sources, predictable funding for key public services
is a more risk in the event of an economic slow-down. Conse-
quently, it is inadvisable to eliminate or dedicate more taxes.
In fact, we are continuing with this reduction, and I'm realy
concerned about the twin problem of overusing our one-time
resource revenues and narrowing our tax base from more stable and
ongoing sources.

I'd liketo ask theminister if she could just elaborate abit on what
thegovernment’ ssavings policy iswith respect to revenuesthat have
been received from nonrenewable sources and how she sees that
playing out in the future, the role of the heritage savings trust fund
and so on.

Another concern — and it has come up a number of timesin the
House — is the whole idea of off-budget spending, which has been
growing and growing. | think we heard the Minister of Education
talk about dealing with the problems with school renovations and
new school construction in terms of coming from the unallocated
surplus. That was within a few days, realy, of the budget being
brought forward.

Is there a policy to avoid doing that? If thereisn’t, what is the
policy? What does the minister think it should be? Can we get to
the point eventually where we are actualy trying to accurately
predict our resource revenues, budget them not for spending
necessarily but budget them and try to budget as accurately as
possible for the full coming year, so rather than constantly being
surprised by these massive surpluses, actually budgeting for the
surpluses and identifying needs ahead of time? So that’saconcern.

| had anideathat | wanted to suggest to the minister, and that was
based on something that happened a couple of years ago at the
Alberta Urban Municipalities. There was alarge surplus from the
Municipal Financing Corporation. 1’m not sure what its name is
now. | know that it's been changed. There€'sanew name. It was
appropriated by the Provincial Treasurer to be spent in terms of debt
reduction, but the municipalities sort of rallied around it and got an
agreement from the then Municipal Affairsminister, whoisnow the
Minister of Environment. | was there, and | heard his speech, in
which he said that this would be made available for municipalities
to invest in energy reduction programs. It was called the ME First
program.

| thought it was agood initiative. It represented a partial victory
for the municipalities, but the problem with it wasthat it was sort of
an incomplete plan because as they paid off their loans—they could
borrow from thefund, invest in energy reduction programs, and then
earn savings. They would earn savings, and they would repay the
fund, but the money went back into general revenues rather than
back into thefund. Soit would’ ve been preferableif the money was
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repaid directly to the fund because then the fund would become
permanent.

This is sort of our extrapolation of the ideas. We could take a
billion dollars from the unallocated surplus and create a permanent
greenfund for municipalitiesand potentially alsofor universitiesand
colleges and schoolsand hospitals, for the medical system, allowing
thoseinstitutionsto borrow money toinvest in energy reduction, and
then they take the savings from that and they repay the fund. When
they’ve repaid their loan to the fund, then they continue to benefit
fromthereductionsintheir operating costs, but thefundisintact and
isavailablefor further investment for the whole public sector. This
idea, Mr. Chairman, could also be extended sometime in the future
and be made availableto farms, to small businesses, and to individ-
ual homeowners. It'ssomething that we' ve been proposing, and we
think that it's something that has a great deal of merit.

When | was on Edmonton city council, the administration came
forward with a proposal for about a $350 million expansion of the
E.L. Smith water treatment plant. Instead, we established a water
conservation strategy for the city, and we were able to defer that
expenditure for 10 years and save people a lot of money on their
water bills because the capital cost would' ve been added, of course,
to their water bills.

So it’sjust an example of the value of actually investing in these
kinds of conservation programs. There's big money over time that
can be saved.

9:40

I'd like to ask the minister about the Alberta Securities Commis-
sion, not about scandals or anything but really about whether or not
she thinks that it's advisable that every province has its own
securities commission and whether or not it might make more sense
—and she' s probably had some involvement with this—to negotiate
with the other provinces. I’'m not saying with the federal govern-
ment when | say national. Rather than federal, have a national
regulator. We think that it might be agood idearather than having
a patchwork of regulation across the country. It really makes more
sense in today’ s financia world to have asingle national regulator.
We think it should be based in Calgary. We think that that would
make alot of sense. Calgary isavery important financia centrein
this country, and | think it would make alot of sense. So | wonder
if the minister is pursuing that, what she thinks of it, what the
progress might be.

I’d liketo ask the minister aso — and she doesn’t have to respond
to this tonight necessarily — just what the state of the regulation of
the auto insurance industry is and whether or not the program there
has met the objectives of the government and what the upcoming
review isgoing to entail and what her objectivesarein pursuing that.

Lastly, Mr. Chairman, I'd like to ask alittle bit about the Alberta
Treasury Branches and what the government’s plan is for the long
runinthat. | know that it’snot exactly the most small “¢” conserva
tive thing for the government to do, to have its own bank, but |
advise them not to be embarrassed about it because we think it's a
good thing. One of the things | know in my areais that the banks
have abandoned some of the lower income communities, and the
only financial institution that’s available to many peopleis Alberta
Treasury Branches, and it’s a valuable contribution.

I think the same thing happens in many small towns and rural
areas of thisprovince. That'sareally good objectivefrom our point
of view, the government continuing to own the Treasury Branches,
because surely if they privatized it, then the shareholders would
demand that the Treasury Branches do exactly what the banks have
done, which isto leave the low-profit or negative — | don’t know —
areas without financial services. |'m assuming that that’s why the

government has resisted what would seem to beits natural ideol ogi-
ca bent on that. | just want to know from the minister if the
government is going to continue to ensure that low-income areasin
cities and rural areas and small towns continue to have financial
services by maintaining the ownership of the Alberta Treasury
Branches.

Mr. Chairman, that concludes my list of questionsand comments,
and | look forward to the minister’sresponse. Thank you.

The Chair: The hon. minister.

Mrs. McClellan: Thank you very much. Very good comments.
Alberta Treasury Branchesisbusiness as usual. They do provide a
valuable service. Aslong as they provide a valuable service and
they're still needed, | and this caucus will certainly support main-
taining them. You're absolutely right; they provide a vauable
servicein our rural communities but also in our urban communities.

There' sone other that | just have to mention — I know you would
agree—which isthat credit unions havefilled avery important role
in many of our communities, urban and rural, and are an important
part of the financial mix that’s available to peoplein this province.
| was asked by my boss onetime about Ag Financial Services, ATB,
credit unions. Credit unions, of course, arealittle bit different. We
don’t own those, but we do regulate them. The other two, we have
a stronger, maybe, role in. My response was that the need is still
there. They till serve a very vauable purpose and still have a
mandate in this province.

Auto insurance. There will be areview again thisyear. They'll
belooking at rates, of course. They will belooking at about ayear's
experience under the new system, alittle over ayear actualy, and
looking at it and making sure that if there are any adjustments,
they'll recommend them but make sure that it is meeting what we
intended. | can tell you that the overall, general answer isyes. We
seefar fewer peopledriving uninsured, and that was agreat concern
tous. Very few people now are being picked up with no insurance,
so that tells us that it is affordable for people to have insurance.
Whowouldn'’t carry insurancevoluntarily if they could affordit? So
it has worked on that side. The rates are coming down. | won't
know for some time whether they recommend another rate reduc-
tion, but that'll be coming in the next weeks, | guess. So far so
good. | think it is meeting its mandate, but we' |l have a better idea.

On the Alberta Securities Commission. | know that you don't
want to talk about scandals. Neither do |, but | do want to put it on
record that there have been three thorough investigations of the
Alberta Securities Commission prompted by some different sources.
In all cases the Alberta Securities Commission: there was no fault
found. | said consistently fromthe beginning that | was confident on
the enforcement side that there was not an issue. That has been
proven by an RCMP investigation, by an Auditor General investiga
tion, and by an internal investigation. |I’'m pleased to say that the
human resource issues that did exist there are being dealt with and
that the Securities Commission is implementing al of the Auditor
Generd’s report, as | understand it, meeting with the Auditor
Genera on aregular basis to make sure that the implementation of
those recommendations is proceeding properly.

Y ou asked about the national regulator. 1I’m not hung up entirely
on this, but | do believe that going with the passport system, where
all provinces with the exception of Ontario have signed onto it, has
been agreat exercise. In September of last year weimplemented the
first stage, filing a prospectus, and | was quite amazed at our
securities ministers’ meeting to find the number of companies that
were taking advantage of that. Whether or not it isdeemed right in
the end to go to anational regulator, | can assure you that all of the
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work that we' ve done on pursuing harmonization will be beneficia
to that exercise.

We had the opportunity to meet with Purdy Crawford, who did the
report for the Ontario minister, Minister Phillips. All of the
provinces had achance to dialog with him, and | think, in fact, that
he and a member of that panel as well — there were two there; one
from eastern Canada and one from Ontario —were surprised at some
of the questions and concerns that some of the provinces had and
realized that especially for our juniors, small companies, of which
we have alot and many other provinces do, there are some issues
that they have to look at when they talk about a national regulator.
Ontario, although they aren’t asignatory, have been at thetablewith
us working on this. Some of the amendments that we were putting
through this House last night on securities Ontario was doing at the
sametime. It'san exercisethat’s great.

I would agree with you entirely that if there was to be a head
place, it should bein the most dynamic financial marketsin Canada,
whichwould be here. It would seemto methat what they aretalking
about in the Crawford report is a national regulator, not a federal
regul ator —nobody agreeswith that —and looking at it regionally as
well, how you' d function understanding the differencein marketsin
this country, understanding the diversity of that, and some of the
issuesthat some of the smaller provincesin particular have with this
issue. So agood exercise.

We' remeeting again in June, actually, in Ontario, the home of the
one that isn’t a part of it, which | think speaks to how much co-
operation there is among the provinces to see thisdone. That's a
little update there, and we'll have more of an update after that
meeting.

On savings and the heritage fund | don’t think we have any
argumentsthere at al. | agree that we need to save where we can,
but we want to make sure that we're providing the right amount to
our other programs as we do it. | want to see more savings and
something that has a revenue stream for us down the road.

9:50

The one thing | can tell you about forecasting energy that I’'ve
learned over 19 yearsis that you will aimost aways be wrong, and
I’m always hoping that it's on the right side of wrong, that we're
under in our estimate, not over. | think that I'll add you to thelist of
eight that we have here and see where you fit.

Mr. Mason: We' ve got a better track record.

Mrs. McClelan: Well, we all have in hindsight. | have a better
one, too, in some things.

It's hard to get energy analysts. | mean, we're having some
saying, you know, that $50 is the right place. Well, that is the
middle of what the analysts said. Some are saying as much as $120,
and some are saying: no, we think it will settle at $50. Some are
saying: maybe $45.

I think what we have to remember is that one of the reasons that
Alberta has been so strong on not wanting revenue from resources
in the equalization formulais how volatile it is. Thereis probably
about a$5 hillion risk factor in there now. That'salot higher than
it was five years ago. We saw oil drop back to under $60 not very
many days ago, it seems. It's been above $70, and it’'s been below
$70. You can have something happen in South America. You can
have something happen in OPEC nations. Y ou can have aKatrina.
The only sort of stable way you haveis on production and refining.
Then we find that the refinery capacity has been estimated incor-
rectly in some of our bigger using nations as well. One month we
hear that they have more than enough supply, and then al of a

sudden: oops, we're short. So it’'samug’ sgame, | think, but we're
going to do our best, and we' re going to be on the conservative side
of it.

A narrowing tax base: | couldn’t agreemore. I'vesaidit publicly.
One thing that came home to mein our tax review is that we have a
very narrow tax base. We have to be extremely careful in making
decisionsasto reduction in taxesto ensure that we can sustain those
reductions and still provide the dollars that are needed for our
programs.

There'sasection in herethat | think isavery telling one. It was
referred to earlier. It’'spage 65, and it givesyou your income sort of
blobbed together, your revenue and your expense for the depart-
ments. If you just look at that, it's a pretty interesting story. It
speaks to the volatility of some of our revenue streams. Taxwise,
pretty steady. We have growth