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[Mr. Rowswell in the chair]

Ministry of Treasury Board and Finance
Consideration of Main Estimates

The Chair: I'd like to call the meeting to order and welcome
everyone in attendance. The committee has under consideration the
estimates of the Ministry of Treasury Board and Finance for the
fiscal year ending March 31, 2026.

I’d ask that we go around the table and have members introduce
themselves for the record. Minister, please introduce the officials
who are joining you at the table. My name is Garth Rowswell, MLA
for Vermilion-Lloydminster-Wainwright and the chair of the
committee. We will start to my right.

Ms Armstrong-Homeniuk: Jackie Armstrong-Homeniuk, MLA,
Fort Saskatchewan-Vegreville. Good morning, everybody.

Mr. Yao: Tany Yao, Fort McMurray-Wood Buffalo.
Mr. Dyck: Nolan Dyck, Grande Prairie.
Mr. Hunter: Grant Hunter, Taber-Warner.

Mr. Horner: Good morning, everyone. I’'m Nate Horner, MLA for
Drumbheller-Stettler, Minister of Finance and President of Treasury
Board. Joining me starting at my far left I have Paul LeBane,
assistant deputy minister of economics and fiscal policy; Dana
Hogemann, senior assistant deputy minister of Treasury Board
Secretariat; Kate White, Deputy Minister of Treasury Board and
Finance; and Mark Kleefeld, assistant deputy minister and senior
financial officer for Treasury Board and Finance.

Mr. Ellingson: Good morning, everyone. Court Ellingson, MLA
for Calgary-Foothills and shadow minister for Finance.

Ms Pancholi: Good morning, everyone. Rakhi Pancholi, MLA for
Edmonton-Whitemud.

Member Hoyle: Good morning, everyone. MLA Rhiannon Hoyle
for Edmonton-South.

Member Eremenko: Good morning. Janet Eremenko, Calgary-
Currie.

Member Brar: Good morning. Gurinder Brar, Calgary-North East.

The Chair: Okay. Member Boitchenko, we’ll just get you to
introduce yourself.

Mr. Boitchenko: Good morning. Andrew Boitchenko, Drayton
Valley-Devon.

The Chair: Okay. I would like to note the following substitutions
for the record: Mr. Ellingson for Member Al-Guneid, Ms Pancholi
for Member Calahoo Stonehouse, and Member Hoyle for Ms Sweet
as acting deputy chair.

A few housekeeping items to address before we turn to the
business at hand. Please note that the microphones are operated
by Hansard staff. Committee proceedings are live streamed on
the Internet and broadcast on Alberta Assembly TV. The audio-
and videostream and transcript of the meeting can be accessed
via the Legislative Assembly website. Please set your
cellphones and other devices to silent for the duration of the
meeting.

Members, the main estimates for the Ministry of Treasury Board
and Finance shall be considered for six hours. Standing Order 59.01
sets out the process for consideration of main estimates in the
legislative policy committees. Suborder 59.01(6) sets out the
speaking rotation for this meeting. The speaking rotation chart is
available on the committee’s internal website, and hard copies have
been provided to the minister’s officials at the table. For each
segment of the meeting blocks of speaking time will be combined
only if both the minister and the member speaking agree. If debate
is exhausted prior to six hours, the ministry’s estimates are deemed
to have been considered for the time allotted in the main estimates
schedule, and the committee will adjourn. Should members have
any questions regarding speaking times or rotations, please e-mail
or message the committee clerk about the process.

With the concurrence of the committee I will call a five-minute
break near the midpoint of the meeting. However, the three-hour
clock will continue to run. Does anyone oppose having a break?
Okay; we will do that.

Ministry officials who are present may, at the discretion of the
minister, address the committee. Ministry officials seated in the
gallery, if called upon, have access to the microphone in the gallery
area and are asked to please introduce themselves for the record
prior to commenting.

Pages are available to deliver notes or other materials between
the gallery and the table. Attendees in the gallery may not approach
the table. Space permitting, opposition caucus staff may sit at the
table to assist their members. However, members have priority to
sit at the table at all times.

Points of order will be dealt with as they arise, and individual
speaking times will be paused. However, the block of speaking time
and the overall three-hour meeting clock will continue to run.

Any written materials provided in response to questions raised
during the main estimates should be tabled by the minister in the
Assembly for the benefit of all members.

Finally, the committee should have an opportunity to hear both
the questions and the answers without interruption during estimate
debates. Debate flows through the chair at all times, including
instances when speaking time is shared between a member and a
minister.

I would now like to invite the Minister of Treasury Board and
Finance to begin your opening comments. You have 10 minutes.

Mr. Horner: Thank you, Chair. Good morning. It’s my pleasure to
discuss the 2025-2028 business plan and estimates for the Ministry
of Treasury Board and Finance, which encompasses the Treasury
Board and Finance department, the Public Service Commission,
communications and public engagement, and the agencies, boards,
and commissions that report to me as minister.

As I'said once — but if you’ll indulge me, I’'m going to do it again
— I’'m going to introduce those joining me at the table: Kate White,
Deputy Minister of Treasury Board and Finance; Dana Hogemann,
senior assistant deputy minister of Treasury Board Secretariat; Paul
LeBane, assistant deputy minister of economics and fiscal policy;
and Mark Kleefeld, assistant deputy minister and senior financial
officer for Treasury Board and Finance. In addition to the officials
joining me at the table today, I would also like to acknowledge that
there are several other representatives of the ministry, government,
and related entities who are in attendance in the gallery.

On February 27 I tabled a budget that meets the challenges
Alberta is facing with responsible, measured choices. We continue
to invest in health care and education. We’re lowering taxes so
Albertans can keep more money in their pockets. We’re shoring up
Alberta’s economy to withstand external shocks as we face trade
uncertainty and security concerns along our southern border, and
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we continue to support jobs to maintain Alberta’s competitive
advantage. I’d like to take a few minutes to provide details on each
of these priorities.

Our province is set to reach 5 million people in 2025; I think by
July. In fact, last year Alberta added the equivalent of another
Airdrie and Lethbridge to our province. While we welcome
newcomers, this exceptional growth has created pressures,
including in health care. That’s why our budget decisions prioritize
patients and improve service delivery with $28 billion to refocus
the health care system and boost care across the spectrum of
services. That’s a $1.4 billion increase to ensure Albertans receive
the care they need when and where they need it. An investment of
$4.6 billion for acute care will help meet volume and costs and
improve care in health facilities. To continue the work to transform
continuing care, we’re providing $3.8 billion to the new assisted
living Alberta. And we’re investing $1.7 billion in addiction and
mental health services so people can access the supports they need
to pursue recovery and wellness.

Turning to another top priority of our government and Albertans,
we know our education system needs more support to address
enrolment pressures. In Budget 2025 almost $1.1 billion in
operating funds over the next three years will address enrolment
pressures. Budget 2025°s capital plan also invests $2.6 billion over
three years for kindergarten through grade 12 schools and
infrastructure, an increase of $505 million, or 23.9 per cent, from
Budget 2024. This funding will support the construction of more
than 200,000 new and modernized student spaces over the next
seven years for a total of almost 90,000 additional student spaces
within the next four years.

Alberta’s government is also committed to being a good
neighbour and trading partner, and part of this commitment
involves taking measures to secure the Alberta-U.S. border. We’re
investing $29 million in *25-26 for a new interdiction patrol team
within the Alberta sheriffs. This team will tackle drug smuggling,
gun trafficking, illegal border crossings, and other illegal activities
along Alberta’s international border. We’re also investing $15
million over two years for three new vehicle inspection stations
located near the border with the United States.

We’re also fulfilling our promise to Alberta families by
introducing a new 8 per cent income tax bracket on the first $60,000
of income. That’s two years earlier than we promised at Budget
2024 and will help families meet the rising cost of living. Albertans
and Alberta businesses pay the lowest overall taxes in the country
by far, and we intend to keep it that way.

While we keep our taxes low, we’re also supporting our
workforce to keep our economy growing. The three-year capital
planis $26.1 billion and is projected to support an average 026,500
direct jobs and 12,000 indirect jobs each year through ’27-28. This
is $1.1 billion more than Budget 2024, or a 4.4 per cent increase.
Another $7.4 billion for postsecondary education will continue to
support our commitment to developing a skilled and resilient labour
force. This includes $135 million per year over the next three years
for skilled trade programs such as apprenticeship and adult learning
initiatives.

I’d be remiss if I didn’t also touch upon our continued
commitment to Alberta’s energy sector. In this fluctuating tariff
situation, we will continue to advocate for Alberta as in North
America and in markets across the world.

Now I’d like to speak a bit about the three outcomes of Treasury
Board and Finance’s 2025-2028 business plan. Treasury Board and
Finance remains committed to a strong and resilient financial
foundation that maintains fiscal discipline and supports sustainable
government services. Our fiscal framework is a key tool in that
commitment. It helps control spending and defines how available

surplus cash is allocated to improve our net financial position by
paying down debt or growing the Alberta heritage savings trust
fund. It also allows for one-time initiatives that don’t permanently
increase government spending.

9:10

The business plan also ensures policy and regulatory oversight of
the financial securities, insurance, and pension sectors is effective,
fair, and in the interests of Albertans. To achieve this, the ministry
will continue to modernize the legislation, regulations, and policies
in the areas for which we are responsible. In addition, we will
continue to work co-operatively with other jurisdictions to improve
securities regulation in Canada, improve access to capital, and
maintain a flexible and responsive provincially-led regulatory
system that meets the needs of Alberta market participants and
investors. The financial services concierge will continue to work
with financial service companies and innovators to promote job
creation and economic diversification.

Lastly, we continue to ensure Alberta has an efficient and
effective public service. Our ministry remains committed to
delivering timely and client-focused human resource services. We
support the development and delivery of strategic HR policy,
programs, and services so the Alberta public service can achieve
government priorities.

I’d now like to provide you with some highlights from the
ministry’s estimates. TBF’s consolidated revenue is forecast to be
$31.4 billion in ’25-26, a decrease from the $34.5 billion forecast
for the ’24-25 fiscal year. This is primarily because investment
income is down by more than $2 billion, mostly due to lower returns
in the Alberta heritage savings trust fund. Revenue is expected to
grow in ’26-27 and ’27-28, with broad-based revenue growth led
primarily by income taxes.

Moving on to expense. The consolidated ministry expense for
’24-25 is estimated at $8.7 billion, an increase of about $3.8
billion from the *24-25 forecast. There are a few factors behind
this increase, but most is due to the $4 billion contingency in
2025-2026. This contingency is reflected in my department’s
expenses to support communities and Albertans during natural
disasters and to cover unexpected urgent in-year expense
increases. Allocation of the contingency expense is ultimately
reflected in the appropriate department at the end of the year. Our
debt-servicing costs are forecast at $2.9 billion for 2025-2026.
This cost to Alberta taxpayers highlights the importance of
maintaining discipline around spending, as our fiscal framework
requires us to do.

Our ministry’s 2025-2028 business plan reflects our priorities for
this business cycle. We remain committed to maintaining fiscal
responsibility and supporting our economy by delivering on the
commitments we have made to Albertans. Most of all, our
government remains focused on keeping our province as the best
place in Canada to live, work, and raise a family.

Thank you, Chair. I think I’ll leave it there. But I would just say:
a huge team behind me; a huge team at the table; huge binder. The
answers are here. Six hours is a long time, but we will get through
this. I enjoy this process and respect the efforts of both sides of the
table, and I look forward to a long day.

The Chair: Thank you very much, Minister. We all will as well.
We now begin the question-and-answer portion of the meeting.
For the first 60 minutes members of the Official Opposition and the
minister may speak. Hon. members, you will be able to see the timer
for the speaking block both in the committee room and on Microsoft
Teams. Which member will start?
Member Ellingson, would you like to share your time?
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Mr. Ellingson: Yes, Chair.

The Chair: Okay.
Would that be okay?

Mr. Horner: Yes.

The Chair: Okay. You will have 20-minute blocks, and no
individual can speak for more than 10 minutes straight in a row.
Carry on. You get 60 minutes.

Mr. Ellingson: Thank you, Chair. I, too, would like to begin by
thanking the minister and all those who are at the table today to
support these conversations. I can certainly appreciate how much
work goes into preparing the budget, never mind preparing for the
conversation that we’re going to have today. It is important that we
take this time to understand the content and some of the reasonings
around the decisions that are being made. As we go through this
process, I just want to note that this work impacts all Albertans. We
have a duty to respect everyone, including vulnerable Albertans and
our Indigenous people. We are all treaty people and have a duty to
acknowledge and respect treaty.

Last year my colleague the then MLA for Lethbridge-West noted
that she sat in that seat four times as a minister hearing questions
and five times in this seat asking questions. I don’t quite have that
experience yet under my belt. This will be my second estimates, last
year as the shadow for Tech and Innovation and now this year as
the shadow for the Minister of Finance. I certainly hope that we’ll
have a cordial and exploratory conversation allowing all of us to
have a stronger understanding of how the budget is constructed, the
aspects of the budget, and how it influences Albertans.

We’ve all spent lots of time with our constituents and
stakeholders talking one on one, in round-tables and town halls. We
all know too well the struggle that Albertans have in making ends
meet. Costs are rising. Wages are not keeping pace. The Alberta
advantage is eroding. In 2019 Albertans’ average weekly earnings
were $116 above the Canadian average. Today the differential is
only $60.

Many Albertans aren’t going to have the time to sift through that
heavy binder and all of the documents that come associated with
the budget, so I’d like to take some time, Mr. Chair, to begin asking
the minister about some foundational elements in the budget. We
made reference to the fiscal framework and the Sustainable Fiscal
Planning and Reporting Act, that the projected expenses should not
exceed projected revenue unless the projected revenue is $1 billion
below the Q3 forecast and that expenses can only exceed revenue
by the difference between the Q3 forecast and projected revenue.
This is summarized in the fiscal framework on page 14. On page 51
of the fiscal plan the difference between forecast and estimate is
$6.55 billion and we budgeted a $5.21 billion deficit, so there seems
to be considerable room there in the fiscal framework for that
deficit.

Mr. Chair, on page 63 of the fiscal plan we see the description of
sensitivities in the fiscal assumptions that each $1 change in the
price of west Texas intermediate impacts revenues by $750 million
and that each $1 change in the differential between western
Canadian select and west Texas intermediate is a $740 million
impact. Through the chair to the minister, just to clarify that the
revenue forecasts are built on the numbers that we see in the chart
on page 21 of the fiscal plan, also reflected as the base case on page
41 of the fiscal plan.

Mr. Horner: Thank you, Chair. Thank you for the question. That
is correct. I don’t know if you want me to get into any more detail
on the sensitivities.

Mr. Ellingson: In a moment.
Mr. Horner: Sure.

Mr. Ellingson: I just wanted to clarify that I was going down the
right path before I started asking my questions.

On page 42 of the fiscal plan we see that the average WTI price
of all private-sector forecasts is $69.50, yet the budget assumes the
base case of $68. Had the government adopted the private-sector
forecasts, we would receive an additional $1.125 billion in revenue.
Interestingly, two of the three industry forecasts for WTI were
submitted at the end of January, I think the 29th and the 31st of
January. Through the chair to the minister: would those two
specifically not have already factored in the proposed tariffs for the
price of WTI?

Mr. Horner: They would certainly be factoring in the uncertainty
that they 're seeing. Yeah. You know, we do put more weight on the
ones that come in right near the end of going to print of the budget.

One thing that is kind of an important thing to just clarify:
industry forecasts on a calendar year, and we have to forecast on a
fiscal year. You always make that adjustment as well, and that’s
something that isn’t really apples to apples. You can consider the
$69.50 to actually be $69 when it comes to the industry forecasts
when you make that change.

Mr. Ellingson: Yeah. Understanding that that chart also shows
forecasts for 2026 and for 2027 so that can be brought into the
assumptions. Thanks for that clarification.

The two forecasts from the end of January show really no
discernible difference from the forecast that was given in earlier
January, the industry forecast from earlier in January. Just a fun
question, lighthearted. I notice that the banks seem to be a little bit
more skeptical than industry itself. Is that something that the
minister has noted as common practice? Are typically the banks
more skeptical?

9:20

Mr. Horner: I would say so, but they are also all over the place, a
huge range. One of the things that’s interesting in this process is
that we will meet and do a round-table with the banks once a year,
usually in January, to get their forecast. We ask a lot of questions
about oil because it is such a sensitivity for us. One thing that was
very clear is that they have no idea. They made it very clear this
year that they were more interested in what Catherine Rothrock and
our team thought. So that is the track record.

Mr. Ellingson: Right. That makes life really easy for you, that
you’re relying on your own estimates rather than the banks’.

Mr. Horner: Well, it shows how much they value our team.
Another thing — and I’m not trying to steal your time here — that’s
interesting is how much they value our predictions around GDP.
What happens across the country is that they’ll make a GDP
prediction for the country that makes sense, and then they’ll try to
work backwards and piecemeal it for each individual province.
Something we’ve seen is that they’ve underestimated us
consistently on GDP, but it kind of builds their narrative towards
where they think the country will end.

Mr. Ellingson: Yeah. I’ll pass on asking some questions on GDP
and pursue with the oil prices, knowing that that influences heavily
our GDP. Mr. Chair, if we notice that the differential between west
Texas intermediate and western Canadian select is even greater —
all private-sector forecasts average $13.90, but the budgeted
number is $17.10 — adopting the private-sector forecasts would
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bring an additional $2.368 billion of revenue. Interestingly, the
most recent industry forecasts also show one of the narrowest
differentials. The minister already noted that the more recent
forecasts are the ones that are more relevant, so the government’s
base case is well above the highest differential forecast. In fact, it
matches the highest forecast for 2026. I’ll ask the minister: why that
decision? That looks like you’re being very conservative.

Mr. Horner: Well, this is what happened when we brought the
tariff scenario right into our baseline. A lot of the action on oil is
through the differential, so by bringing the tariff scenario right in,
it affected our sensitivities on these assumptions.

Mr. Ellingson: But that most recent differential forecast would
have already factored in tariffs, would it not?

Mr. Horner: Not really from industry. No.

Mr. Ellingson: Okay. I’ll just pursue it a little bit more for
clarification, if we used them around the fiscal framework. If we’d
used both the private-sector forecast for WTI and for the
differential, we would have brought in an additional $3.94 billion,
bringing our revenue to $77.138 billion. My question, Chair, and
what I’'m going towards the minister is that this brings us much
closer to the boundaries of the fiscal framework. I’d like the
minister to share a little bit about that tension between the fiscal
framework and the requests from other ministries and the need to
have a deficit. I’d like to ask, I guess: is the base case built
independent of those requests from the ministries, or does the
request from the ministries actually play in where you fall with the
base case so that we actually land within the fiscal framework?

Mr. Horner: No. The requests from the ministries are held totally
separate from our revenue forecast. You know, I appreciate the
question. It’s what makes forecasting in Alberta the most difficult
of any province. Every Finance minister, the feds will tell you that.
It’s probably why we have the best team, that puts the most effort
and resources behind this.

When you picture the forecast — and I appreciate the way you’re
asking this question. I would ask it back. I think Albertans — you
know, the royalty roller coaster, the price of oil, how much it
impacts us: the fiscal rules help us because they take some of that
volatility and they tighten it up by ensuring that when you’re in a
cash surplus, you spend it wisely and you don’t ratchet up spending
beyond population growth plus inflation. It makes when you’re
forced to look at things like cutting the size of government services
and programs less dramatic as well, so it tightens up that range.

Mr. Ellingson: Yeah. And the . ..

Mr. Horner: I’'m circling back to your point.

Even in my short time in this place we’ve seen oil go absolutely
negative. You know, you can talk about the range of industry
forecasts, but the downside we own all the way to the bottom.

Mr. Ellingson: As Alberta’s New Democrats are familiar with in
2015 as well.

But those forecasts — and appreciating that it tightens the
parameters that you’re working within, the government has a
history of being much more cautious than the private-sector
consensus. The budget document itself notes that Alberta, the
government, underestimated the price of oil by 2.3 per cent last
year. Like, curious again that the government seems to be overly
cautious. Was there not any wiggle room of being — I don’t want to

say “dangerous” — less cautious? The estimates are well outside of
industry averages.

Mr. Horner: Well, okay. Let’s look at last year. I would say that
we were probably more cautious, like, on a percentage basis
towards industry forecasts, and look what happened. We’re almost
exactly at — what are we? — 50 cents over our predicted $74 at the
beginning of last year. I think we have to have conservative
estimates because there’s so much downside. I think the industry
average is a great starting point for us to make some of our
considerations, but you also have to look at the range of industry
forecasts.

Mr. Ellingson: The fiscal framework also requires a balanced
budget at the end of the third year once you start forecasting
deficits. In the third year of this budget we are still forecasting a
deficit, so it’s unclear whether or not, at the end of that fiscal year,
we will have achieved budget balance. What is included in this
budget that is going to take us off that royalty roller coaster, that
we’re really experiencing right now? And what is the plan to get us
to a zero balance?

Mr. Horner: Well, I'll try to answer that in two parts. You’re not
wrong. We’re definitely still in deficit in the out-years. I think that
shows that the work isn’t done, not even close. You know, if oil
stays in this range, the tough decisions and conversations we’re
going to have to have with Albertans are just beginning. I’'m not
trying to say secretly that there is a path back here. We will have to
consider everything. What are the priorities? What are the
fundamental principles that government needs to follow through a
difficult time?

How we’re going to get off the roller coaster is a long-term plan,
and there’s no short-term plan that’s been put in front of me that
doesn’t involve greatly increasing revenue on the backs of the
taxpayer. In all the conversations I’ve had, people want, you know,
great public services. They want the lowest taxes.

Mr. Ellingson: And they don’t want to pay taxes.

Mr. Horner: They want all the capital. Yeah. You know, I always
say: I don’t know how fiscally conservative Albertans are, but
they’re definitely tax averse.

Mr. Ellingson: I have lots of questions with respect to taxes
coming up, so maybe I’ll take that as a segue to go back. I’ll ask
about ...

Mr. Horner: Can I just get to the long term?
Mr. Ellingson: Sure.

Mr. Horner: I’m sorry to interrupt you, Court.

Long term the heritage fund is the best strategy I’ve seen, but it
will require great patience, by having reasonable assumptions,
having the ability to be in cash surplus in the good years and not
blowing it. You know, if we . . .

Mr. Ellingson: And I will say — sorry, Minister. I’ve got two blocks
later in this afternoon schedule just for the heritage fund . . .

Mr. Horner: Okay.

Mr. Ellingson: . . . so we’ll get back to that, too. Sorry for asking
such a broad, open-ended question that kind of, like, gets into
everything.
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I’m curious. With respect to the fiscal forecast in the third year
there is a modest increase in expenses while we’re still running a
deficit. Does the fiscal framework say anything or put any
boundaries on the ability to, like, increase expenses when you’re
still in a deficit situation?

Mr. Horner: Well, population growth plus inflation.
Mr. Ellingson: Okay. So that rule still applies no matter what.
Mr. Horner: Still applies.

Mr. Ellingson: Okay.

Now I’d like to just ask, through the chair, a little bit about, like,
facing those U.S. tariffs. We’ve already referenced a deficit of $5.2
billion, and the revenue scenario on page 41 shows that an
additional $2.3 billion would be generated in the high case. The
high case, I guess the best case would assume that there would be
no tariffs and that we would kind of still be operating on business
as usual, but in that best case scenario we’re still forecasting a $2.9
billion deficit. Could you talk about how, even in the absence of
tariffs, you’re still looking at a deficit?

9:30

Mr. Horner: Well, I would circle back to the population growth.
I’ve tried to be transparent to the media and Albertans through this
last year that we saw this coming.

We have to continue to build. The capital plan is large. I may be
the only one in the House that feels this way, but I’d say that it’s
pressing being as large as it possibly could be; it’s approaching
labour constraints in the province. It gives me other concerns about
being able to get the work done on time and on budget and not being
reprofiled into the future, but we don’t think it’s appropriate to, you
know, make those changes right now.

We brought in the income tax cut. In a perfect world I would
have preferred waiting on the income tax cut till population
growth settled; 4.4 per cent is a crazy number. The economists . . .

Mr. Ellingson: I think that’s a good segue, actually, because I do
have a question coming into that. You’ve stated that already in the
past, that you would have preferred that the population had settled
and that we started to gain an understanding of, like, what our
personal income tax revenue is going to be as that population kind
of steadied.

Mr. Horner: You have that lag time. It takes time for people to
come, you know, find a job if they can. Employment is high. It’s
going to be high for a couple of years. We still have good
employment growth, but the delta is large. It takes maybe 18
months on average to actually find a job if you’re able and start
paying taxes to the point where we actually receive them and see
them, so the lag time is dramatic.

Mr. Ellingson: Yeah. Thank you for that. We might be able to say
also with those capital costs, where you’re saying that this budget
you feel like is a lot, I think some of us might also comment that we
had already built up a bit of a deficit in capital, and that became
more pressing as population expanded quickly, and we might be
facing that.

I’1l transition a little bit into the decision in the fall, Mr. Chair, to
ask the minister a little bit about what the opposition was saying is
deindexing the tax brackets by setting it at 2 per cent rather than
inflation. We know from this budget that the inflation for 2024 at
the end of the year, the Q3 forecast, was 2.9 per cent, not 2 per cent,
so a bit above that 2 per cent. The estimate for 2025-26 is 2.6 per
cent. I'm wondering if the minister can say: what does that

differential cost Albertans? If we factor in that the brackets are not
moving as quickly as maybe some people’s wages are moving,
which includes that the basic exemption is not moving up as quickly
as maybe some people’s wages are moving up, what would that
have cost Albertans? Do we have a kind of an estimate of an
average family, what they earn and what that bracket creep costs
for the Alberta family?

Mr. Horner: Well, I’d say, circling back to the main part of your
question, that when that change was made, it was clear that the
Premier was bothered by the fact that we had different rates across
government, and it was evident in some of our programs using
different years and different end months and different calculations.
When we made that choice in September to have it at 2, I think we
were at 1.9 at the time for year over year in September, if memory
serves. But the way that the system will work now is we’ll have to
make that determination in September to have the paperwork to the
CRA by October 15.

Mr. Ellingson: Yeah. I guess we’ve already talked about how
you’re factoring in many months of forecasts for the price of oil,
but you took that one point in time for that 2 per cent.

Mr. Horner: I do have a number for you, Court, to answer your
specific question. The delta for a single person on AISH would be,
for example, $17 less under the new approach compared to the old,
a single person on income support would be $7 less, and the basic
personal amount in the tax system would be worth $19.70 less.

Mr. Ellingson: For this question I asked about the average family,
not about AISH or income support.

Mr. Horner: I only have numbers on singles, but we can get that.
We can figure that out.

Mr. Ellingson: Okay. Yeah. Thank you for that.

Mr. Horner: Also to note, that’s a default rate, and over 30 years,
for example, if it was left there, it would historically work out
perfectly.

Mr. Ellingson: Okay. I’ll accept that at face value.

Overall, from an aggregated revenue perspective, what would the
revenue differential or delta have been had the brackets and the
basic exemption moved with the overall year’s inflation rate of 2.9
per cent?

Mr. Horner: You might have to bear with us here. Ask it again
while we’re looking here.

Mr. Ellingson: The aggregated revenue from the government of
Alberta. If you had used the 2.9 per cent CPI rather than the 2 per
cent set in September, what would the delta be on the revenue for
the government of Alberta?

Mr. Horner: Ninety million dollars is the number we have, and
most of that’s from the tax side.

Mr. Ellingson: From personal income taxes?
Mr. Horner: Yeah.

Mr. Ellingson: So $90 million of personal income taxes paid by
Albertans that maybe would not have been paid if we’d set at CPL

Mr. Horner: Yeah, that’s true. I guess just reference it with the
$1.2 billion tax cut. Highest personal income tax exemption in the
country.
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Mr. Ellingson: Correct. Apples to apples. Yeah. Thank you.

I"d like to ask a few questions. Since you had some information
carlier about single income and AISH, I’ll just ask an aggregated
question about: who benefits overall from the new tax bracket that
is introduced in the budget? Some details are found on page 180 of
the business plan, where it states that the new bracket is for earnings
up to $60,000. The new rate that applies is 8 per cent. I think the
number in the budget documents: it would save Albertans overall
$1.4 billion annually. Is it $1.2 billion?

Mr. Horner: I believe it’s $1.2 billion. When it was first referenced
as $1.4 billion, you have to imagine it was referenced in those years
’26-27.

Mr. Ellingson: Oh, okay. Yeah.

Mr. Horner: So there would have been some natural growth that
would have made it more dramatic.

Mr. Ellingson: Thanks for that correction.

We know that the full benefit accrues — I’m talking about on an
individual basis — to those who earn more than $60,000 a year with
no nonrefundable tax credits, somebody with no dependent spouse
or other dependents or children. If you’re a parent earning $60,000,
you wouldn’t receive the full benefit because you would have
children as a nonrefundable tax credit. If you’re a recently
graduated student earning less than $60,000 and you’re paying
interest on student loans, you also wouldn’t receive the full benefit
because you would have those student loans as credits.

In last year’s estimates MLA Armstrong-Homeniuk pointed out
that 40 per cent of tax filers pay no income tax. My conversations
suggest this to be the case. Minister, those are low-income
Albertans, and 1 guess what I’'m getting at is that the benefit
received, that $1.2 billion that we’re talking about, doesn’t spread
equally in the pockets of all Albertans. It’s maybe not fair to say
that this accrues to the average family when the real case is that the
benefit accrues to above-income families and maybe families right
now that don’t have children that they’re claiming as dependents.
Through the chair to the minister, was there more detailed research
done into which Albertans benefit the most from this tax change?

Mr. Horner: Well, you’re not wrong. I can’t help people through
an income tax cut if they don’t pay income tax, so I’d start there.
Forty per cent is a dramatic number. I think that should be
troubling for everybody in this room, and it shows some of the
challenges with our tax system and structure, with the highest basic
personal exemption. As we try to fund and pay for everything . . .

Mr. Ellingson: Maybe it shows some challenges to, like, the
percentage of our population that is earning lower than we would
hope that they would be earning.
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Mr. Horner: Certainly. It’s downright scary. Yeah.

I’d say the one thing that came with this was the other amended
pieces to make sure that nobody was made worse off. What we
found as we tried to work through this policy was that if you take —
it would be very small. Well, it’d be a high number if you just
looked at the number, 10,000, 15,000 people, but a very small
percentage of Albertans. So we made changes that also made sure
that if you were a single person with, say, a disabled child and you
had a lot of credits, we made sure that an adjustment was made, that
you wouldn’t be made worse off through this change. That was one
example.

I’d say, obviously, you’re going to see more benefit if you at least
have the full $60,000 in taxable income. If you have less, it will be
less dramatic.

Mr. Ellingson: I think the example, maybe, through the chair,
Minister, that was provided earlier, that single income earner on
AISH, the $17 delta: was that actually referring to the tax cut in,
like, the change for them, or was it referring to the bracket creep?

Mr. Horner: That’s the delta between the 2 per cent and the 2.9.

Mr. Ellingson: Okay. Yeah. I guess I will ask, understanding,
respecting that the decision was made that no Albertan would be
made worse off: maybe the minister can share how much of the $1.2
billion is accruing to the top 10 per cent of tax filers.

Mr. Horner: We’d have to get that for you. Yeah.

Mr. Ellingson: Thank you. Well, maybe, that said, in a family
living under the poverty line, do we know how much they would
save?

Mr. Horner: I would just circle back to your previous question. If
you picture the buckets of money in each of the tax brackets, they
get significantly smaller as you move up because the mass of
population is paying at the lower brackets.

Mr. Ellingson: I appreciate that.
Mr. Horner: So that number will be quite small.

Mr. Ellingson: Now I’1l ask a little bit, through the chair, Minister,
about that settling out and the desire you mentioned at the
Edmonton Chamber as well, that you would have preferred to see
population growth settle out before we made changes to personal
income taxes. That might also have been helpful when we’re
forecasting three years from now and we maybe have to have really
difficult conversations with Albertans. Maybe we’re compounding
the nature of those conversations with the decision of the tax cut
today.

The tax changes aren’t necessarily helping those who are
struggling the most with affordability, low-income Albertans, those
who we want to make sure are no worse off. But they are worse off
through another decision that was made in this budget, increasing
the educational portion of property taxes by 14 per cent. Those low-
income Albertans: some of them are seniors who own their home,
who will have to pay higher property taxes. Some of them are
renters whose landlords are going to pass on those costs. So I'm
asking, Minister: are the decisions really made to ensure that
nobody is worse off? How are we really helping low-income
Albertans deal with the highest inflation in the country and costs
that are putting a lot of pressures on them?

Mr. Horner: Well, just to be totally clear, it’s going to go up again
next year, too. It’s going to 33 per cent. That’s where we were
historically, and that’s the goal, and we’ll hold fast to 33 per cent.

Mr. Ellingson: Il ask the question again, then. We already know
it’s going to go up next year; what are the thoughts around low-
income Albertans or seniors who might not be able to pay that, who
are already barely able to pay their rent and their rent will likely go
up?

Mr. Horner: I think you have to look at those numbers and see that
they’re averages. Of course, you know, there are seniors deferral
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programs and the like for the low-income, but you also have to
imagine what the actual value of everyone’s home is.

It’s a tough thing. You see the needs in the education system.
That’s just the operational spend, the 33 per cent, let alone what
we’re doing to build the schools.

Mr. Ellingson: I guess what we will hope to see, then, what we
could have hoped to see in this budget and hope to see in future
budgets, is that maybe there’s additional funding applied to those
seniors benefits and deferrals. Maybe there are additional benefits
that accrue for rental and income supports for those who are unable
to absorb these increases that are coming, that are meant to average
out across all Albertans.

Chair, on page 153 of the fiscal plan we see a further list of 38
items with fee increases in this budget, and these items are also
affecting other Albertans. I’ve heard the minister speak in the past
about how when you’re looking to save a dollar, you’ve got to look
at the nickels. I’d just like some of the examples of some of those
nickels.

In last year’s budget the fee for the Alberta advantage
immigration program increased from $500 to $840. In this year’s
budget that fee now increases to $1,500. We want Alberta to be an
attractive destination for people. How is this making us an attractive
destination? Are international migrants maybe considering that
when they make the choice between Alberta and British Columbia,
and do we have a comparison on what that fee is, what we’re
charging in Alberta versus what other provinces are levying for that
fee?

Mr. Horner: I don’t have it in front of me, but we did make sure.
Maybe just to speak about fees generally, it’s part of our process in
considering any of these. We looked at, you know: were they
originally meant to be cost recovery or approaching cost recovery?
When were they brought in? When were they changed last? On the
item you you’re mentioning, definitely we did a jurisdictional scan
to see how it compared in other provinces. We wanted to make sure
that we weren’t stepping out and being — we made sure we stayed
below the other provinces in this regard across the board.

I would just circle back to fees generally. If you’re going to be
the low-tax jurisdiction, there are certain things that we’re going to
have to pay for. We will have to monitor them. We’ll have to see if
they’re approaching cost recovery if that’s their intent, and we’ll
have to update them. I don’t think that’s unreasonable.

Mr. Ellingson: I’'m not going to disagree that we need revenue
from somewhere, but I think that when we think about that, when
we come back to that no Albertan is worse off, they may be made
worse off through another decision somewhere else. That always
needs to be considered.

Some of those other nickels in this budget was the decision to not
follow through on the promise of extended health benefits for
adopted children. I think I’ve heard the minister reference that that
would be about $3 million. Maybe I’'m wrong on that. I admit I
don’t have it from a budget document, but from last year’s budget
estimates it was confirmed that about $3 million would be allocated
to attracting skilled trades workers, so $3 million to $3 million. I
am curious if the minister knows how many skilled trade workers
were attracted through that program. Did we exhaust the $3
million? How many skilled trade workers did we bring in?

Mr. Horner: I think that specific question I’d have to defer to
Minister Jones, probably at Public Accounts. He’d have that
information. You’re not wrong, and I like it when you say the
nickels and dollars line. I think that sounds good, Court. I like the
way you delivered that.

Mr. Ellingson: Well, they are your words.

Mr. Horner: Yeah. Well, maybe that’s why. But I would say: yeah;
that’s unfortunate. That’s what I tell our ministers, that, you know,
if you’re going to bring in a new program, we have to make sure we
can afford it for the future. It’s very tough. It’s very tough to cut
anything. You’re always impacting someone. You’ve increased
expectation. They get used to it.

Mr. Ellingson: Unfortunately, I think that our estimates with
Minister Jones have already passed, but we can maybe find another
way to ask that question.

I will ask, though: this government is always talking about the
Alberta advantage, that we have the lowest taxes overall in the
country. I won’t deny that we need skilled trades workers,
especially with the capital plan that is rolling out. We’re already
short of skilled trade workers. I would question on our ability to
deliver on the capital plan with the skilled trade workers that we
have, but given that we’ve always talked about our lower tax
advantage, how is that not sufficient to attract those skilled trade
workers? If we had 200,000 people come to this province last year,
how were we not able to capture those skilled trade workers in that
200,000?
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Mr. Horner: Yeah. No doubt we did capture a lot of them, but it’s
quite evident that the majority of the movement was simply around
house pricing. As difficult as it’s been for people that are renting or
having their own challenges . . .

Mr. Ellingson: It’s less expensive here than in other provinces.
Mr. Horner: Toronto, Montreal, Vancouver: it’s about the delta.

Mr. Ellingson: Before I hand it over to my colleague Rakhi
Pancholi, I thought I would just end my first bout of asking
questions on a fun note. The beer tax is going up. Premium wine
tax is going up. Those weren’t included on the table on page 153 of
the fiscal plan, and I’m just curious why those things don’t appear
on that list of 38 things that are going up.

As an aside, I didn’t see on my bingo card when I was elected
that I would have so many e-mails, calls, and conversations with
liquor stores and importers. It just so happens that Calgary’s
second-largest independent liquor retailer is in Calgary-Foothills,
and there are at least three liquor importers that are resident in
Calgary-Foothills. I’ll just note for them that all of those e-mails
and phone calls are noticed, that those taxes are noticed, and that it
is hurting businesses in my constituency and constituencies across
the province.

On that note I’ll pass on re-asking that question, and I’ll hand it
over to my colleague MLA Pancholi from the great constituency of
Edmonton-Whitemud.

The Chair: Would you like to go shared as well?

Ms Pancholi: Thank you. Are you okay to continue sharing,
Minister?

Mr. Horner: Yeah.
Ms Pancholi: Thank you, Mr. Chair.

Mr. Horner: Ms Pancholi, can I just say to Court’s question that
the reason it wasn’t in that list is because it’s not a fee. It is
scheduled differently because it’s a markup change.

Mr. Ellingson: Okay. Thank you.
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Ms Pancholi: Thank you. I also have some businesses that have
asked that question in the great constituency of Edmonton-
Whitemud as well. I’ just mention that.

The fun will continue, Minister, now. I’'m going to ask a few
questions about the role of Treasury Board and Finance with respect
to public-sector compensation. The provincial bargaining and
compensation office, the PBCO, rests, of course, with your
ministry. The role of this office is described on page 177 of the
business plan as:

supports [the] government’s interests, as employer and funder,
with respect to public sector labour relations and compensation.
Further, the
PBCO is responsible for the government’s strategic leadership
and cross-sectoral co-ordination with respect to union and non-
union compensation . . . research and analysis,
et cetera, but also it says:
while providing public sector employers with collective
bargaining and non-union compensation directives.

I think all of us in this room and as elected officials have
certainly been seized by the public-sector bargaining that has been
going in constituencies across the province. I know I’ve certainly
heard from many parents, teachers, education support workers,
families of children with disabilities with respect to the bargaining
that’s happening with CUPE across the province. It’s raising some
questions during that process as to what the role is of the PBCO and
what the role is of your ministry with respect to those bargaining
processes.

We are aware, of course, that, you know, PBCO plays a big role
at these bargaining tables. I’'m wondering if the minister can
comment, through the chair, you know: have school boards,
postsecondary institutions, and others been given limitations or
guidelines through the PBCO to follow as they negotiate salaries
with their employees? For example, what role did PBCO play in the
background in some of the CUPE negotiations, the UNA
negotiations that were going on, and how much direction is PBCO
providing to those employers?

Mr. Horner: Thank you for the question. It’s an interesting
system. I would highlight it’s one that the NDP government
brought in in about 2016 or 2017, and I’m thankful they did
because what we saw at that time was that Alberta was greatly
out of market, and that’s what led to, you know, basically a walk
in the snow for 10 years of zeros and very small increases,
because we had to get back to market. We’re at a place now
where, you know, I’d say that substantial offers have been made.
Some are in the process of being considered for ratification.
That’s great news.

The role is somewhat different depending on who you’re
bargaining with. I do have a member of PBCO here if we need, but
I’d say that when you’re dealing with CUPE, for example, we don’t
negotiate with CUPE. The school divisions do, but we do provide
support to school divisions that require it at their request.

Ms Pancholi: If I may, on that question, Minister — sorry to
interrupt — it’s true that you don’t negotiate directly. The
government of Alberta doesn’t negotiate directly with CUPE.
However, through the PBCO and through bargaining mandates it’s
clear that the government of Alberta as the funder for education
does play a role in terms of setting to the employer, to school
boards, what they can and cannot. Can you advise whether or not,
for example, in the CUPE negotiations PBCO or any member of
government through Dbargaining, you know, was having
conversations at the table or after meetings or after the bargaining
table with the employer as to what they could and could not
negotiate?

Mr. Horner: Yeah, absolutely. We issue directives.

Ms Pancholi: So would the minister not agree, then, that that is
bargaining with CUPE, with the union, if PBCO and Treasury
Board and Finance is setting the directive?

Mr. Horner: It’s not bargaining.

Ms Pancholi: Well, I guess that’s a bit of a nuance, right? If you
are as the funder describing, Minister, to the employer, to the school
boards, what they can and cannot say, you’re right; it’s not
bargaining right at the table, but it’s bargaining behind the table.
Would you agree with that?

Mr. Horner: Well, would you agree that as the funder we have to
set a threshold of what we’re prepared to fund?

Ms Pancholi: Would it not be true, then — I’ve heard the minister
say repeatedly in public statements that CUPE has to negotiate
directly with the school boards, but you are setting that directive, so
you are dictating the terms by which the employer can negotiate
with the union.

Mr. Horner: Well, I would say that across the entire public service
we issue those directives based on market, evidence-based data to
ensure that we’re at market. We don’t want to get to a place where
we’re 12 per cent over like we were in the 2010s, and there’s still
quite a range, you know, that they can negotiate up to or come back
for more consideration.

Ms Pancholi: Would the minister then be willing to advise, either
table it with this committee now or provide it at a later date, as to
what were those mandates that were given and the directives, as the
minister put it, that were given to the employers, given to school
boards, in particular, in the CUPE situation? What were those
directives that were given by PCBO as to what the employer can
negotiate?

Mr. Horner: Well, I would say this about the question you’re
asking. Two of the province’s largest unions took their concerns
about bargaining directives to the Alberta Labour Relations Board
in 2021. The board determined that the directive did not alter the
common course of bargaining between the parties and that
directives have been issued in previous rounds of negotiations
between the parties and are common in public-sector bargaining,
but we don’t bargain in public.

Ms Pancholi: So is it that the ministry will not be willing to table
or disclose here what those directives were?

Mr. Horner: No.

Ms Pancholi: The minister was pretty confident, through the chair,
in saying that yes, it’s completely appropriate for a government to
be providing those directives but won’t disclose what those
directives were, despite the fact that it places significant limitation
on the ability of school boards to actually reach an agreement with
CUPE.

Mr. Horner: Correct.

Ms Pancholi: Okay. That’s important to know, I think, for my
constituents and for the many Albertans, the thousands, actually,
who wrote to our MLAs concerned about why their children were
out of school for almost 10 weeks. Many of them did not get an
appropriate education in that time, and it’s because the government
was issuing directives that they won’t disclose publicly about what
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school boards could and could not do, which confirms, I think, what
most Albertans believe, which was that this is a result of
government underfunding education and not being willing to fund
it properly.

Let me go back to the fiscal plan and many other portions of the
budget documents, which repeatedly sort of outline that the
contingency fund is going to be the place where public-sector
bargaining compensation will be dealt with. Would I be correct,
then, to say, Minister, that any of the outcomes of the negotiations
that are going on and the bargaining that’s going on, not just with
CUPE but with UNA — we anticipate more coming in the years
ahead — will not be factored into the, for example, Education or
Health budget? That’s all part of the contingency fund. Is that
correct?

Mr. Horner: Not all of it.

Ms Pancholi: Okay. Can the minister, then, describe how much of
those bargaining agreements will be part of the contingency fund —
that’s where it’s allocated for in the budget — versus how much is
going to be allocated in the budget or Health?

Mr. Horner: I would say a substantial portion, Ms Pancholi, but I
wouldn’t have a number to give you.

Ms Pancholi: There is a $4 billion contingency fund, right? That’s
set out, and it’s meant to encapsulate a number of things, not just —
obviously, it’s for wildfires. Obviously, tariffs are a big
consideration. But as well it is going to be about how these
collective bargaining processes settle out. Recently and probably in
the last week or so, maybe two weeks now, we’ve seen settlements
in both the UNA agreement with nurses; we’re getting ratification
on a number, not all but close to, of CUPE negotiations in
Edmonton, Calgary, Fort McMurray, Sturgeon, Parkland, Black
Gold: all of those pieces. Can you provide a breakdown for, like,
the UNA settlement? Let’s start with that one. Do you have a
picture of how much that one will cost, and is that coming out of
the contingency fund?
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Mr. Horner: A portion of it. A large portion will be coming out of
the contingency, but I don’t have an exact number for you.

Ms Pancholi: Would you be able to table that information?

Mr. Horner: Not until ratification, but it’ll become very obvious.
This is estimates, not actuals. They will become the line items of
the ministry once it’s paid.

Ms Pancholi: It will come out of the ministry, though, not out of
the contingency fund. The reason [ ask . ..

Mr. Horner: If it comes out of the contingency, it’ll be moved and
then show in the ministry’s line item.

Ms Pancholi: Okay. Thank you. And that will happen — after
ratification we’ll see that?

Mr. Horner: It’ll come after it’s paid. The money needs to move.
Ms Pancholi: So until then . ..
Mr. Horner: First quarter.

Ms Pancholi: So until then — and I’'m asking this question because
the contingency fund is significant. I mean, it’s $4 billion. I don’t
mean significant just in terms of its amount, but it’s significant in

terms of what it’s meant to address in terms of the uncertainties and
sensitivities coming forward in Alberta’s, you know, fiscal future
right now. How can we anticipate how those settlements of those
agreements will impact what’s remaining in the contingency fund
to address things like tariffs, to address things such as wildfire
preparation, all those pieces and disasters? How can we anticipate
that looking at the budget now that’s tabled before us given that
you’re saying we won’t be moving that money out of the
contingency fund until it’s been paid?

Mr. Horner: Yeah. Well, I think you’ve highlighted the challenge
of projecting for a fiscal year that we’re not even in yet and deals
that aren’t ratified. There are a lot of considerations that have to
come. The $4 billion contingency is large, but we exceeded the $2
billion contingency this year: you know, growing population,
dealing with population growth, dealing with what I would call the
unavoidable pressures in year, and then with the uncertainty of the
labour negotiations and the tariff scenario.

I should highlight, with the tariff scenario, you know, my big
concern. I know people want to jump and say: well, what are you
going to do for this industry or that depending on how tariffs play
out? My big concern is: how do I pay for income support in the
middle of the year if tariffs come in in a big way and we have a lot
of unemployment? It’s how to deal with our statutory obligations
as a government.

Ms Pancholi: T just want to come back to — you know, it is a
challenge; we acknowledge that — you acknowledge that this past
fiscal year was $2 billion in the contingency fund, which we spent
in a year when we didn’t have the risk of tariffs being implemented
and in a year when we were not settling significant collective
bargaining disputes and ratification of new collective agreements.
Some calculation must have gone into the extra $2 billion — right?
— that was set aside in the contingency fund. How did you as a
minister reach that $2 billion to cover the tariff uncertainty as well
as the collective bargaining? I mean, there must have been some
calculation done to decide how much of that is going to be for tariff
uncertainty, how much was going to be for collective bargaining.
Was there sort of an assessment gone into how you reached that
number of $4 billion for contingency?

Mr. Horner: Well, definitely not an exact science; it’s a very round
number, obviously. We left ourselves some room, we think, to deal
with the impact of the population growth that we’re still working
through, the tariff scenarios, collective bargaining. We’ve
definitely done some math behind the scenes. I’m not going to show
you the napkin, but that’s basically what it is.

Ms Pancholi: I understand it can be complex and I understand
there’s a great deal of uncertainty, but you know we can as a
province eat through quite a bit with uncertainty given just wildfire
disasters, right? Tariffs are posing a significant risk in a way that
has been unprecedented for our province, and incredibly uncertain,
not even just in terms of if they’re happening but how much and on
what sectors. Given that and the significant collective bargaining
that’s going on, I guess Albertans deserve a little bit of a certainty
as to whether or not $2 billion is really an appropriate amount, or
was it just a random number that was — I’'m not saying it was
random; I understand there’s a significant — how do we have a
confidence that we have the ability to buffer ourselves against these
incredible uncertainties in this fiscal year? That’s what I think I'm
trying to ask, Minister, is: how do we have confidence that $2
billion is enough or is it the right amount at all to address the
incredible uncertainty that we’re facing? How can you provide that
confidence to Albertans?
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Mr. Horner: Well, I think it’s important to just circle back to the
importance of the contingency within the fiscal rules. You know,
I’m the last person that wants to exceed the contingency within a
given fiscal year and break our own fiscal rules for things that aren’t
true exceptions, whether that be disasters or, you know, offset
revenues from federal programs. For every aspect of the
contingency you have to come back to Treasury Board, and we have
that conversation about: is it avoidable? Is it statutory? What is this
pressure doing? And should we fund it in year? Although it’s not
an exact science and we’re weighing a lot of uncertainties, as you
well stated, we think it’s the appropriate number knowing what we
know and don’t know, and we had to pick one.

Ms Pancholi: Thank you.

I’m going to turn it back over to my colleague MLA Ellingson.
Before I do, just really quickly, I know the minister has indicated
that he won’t be disclosing the directives that were provided to
school boards and other employers during bargaining. Can the
minister advise whether or not any of those directives changed
recently in terms of what was provided to, let’s say, school
boards? Were those directives altered in the last month to two
months?

Mr. Horner: We don’t bargain in public. ’'m not going to get into
that.

Ms Pancholi: Thank you, Minister.
I’m going to turn it back over to MLA Ellingson.

Mr. Ellingson: Thank you. Thanks, Rakhi.

Mr. Chair, back to the minister, I’d like to return to some of the
questions around the performance metrics found on pages 180
through 183 in the business plan. As part of the outcome measures
the total budget increases of course shall be held below population
and inflation. The chart on page 180 of the business plan does not
include the actual estimated target, nor does it include the change
in budget expenditures. If the minister could clarify for Albertans,
just in one point: what is population plus inflation, and what is the
percentage increase in spend?

Mr. Horner: Just bear with us a second. Let’s go to page 14 of the
fiscal framework; 7.3 per cent for *24-25. Yeah. That’s the growth
were it allowed between the two fiscal years.

Mr. Ellingson: So the growth allowed is 7.3 per cent.

Mr. Horner: Yeah. And then projected is 5.1 per cent between the
years *25-26 and *26-27.

Mr. Ellingson: Thank you for that. It is conveniently right there in
the operating expense ceiling. Thanks for pointing that out for
everybody to easily find it.

I ask, Minister, so we do have the — for that outcome measure
we’ve already talked and heard quite a bit about, like, the challenges
that we face through population growth and other issues, the
argument about whether or not Albertans are really fiscally
conservative or not or tax allergic. But there’s a bit of a delta. The
allowable is 7.3 per cent; the projected is 5.1 per cent. Wouldn’t
being closer to that allowable ceiling give a bit of breathing room
in the budget in some areas?

Mr. Horner: Yeah. Well, that’s a good point. It’s a ceiling, not a
recommendation. It’s the restraint part of the rule.

Mr. Ellingson: Understood.

Mr. Horner: You do also have to consider that everything we just
discussed around contingency will move, so some of that is built in
here as well.

Mr. Ellingson: I mean, the contingency is considered in the overall
budget expenses, correct?

Mr. Horner: But not in operating.

Mr. Ellingson: But not in operating. But it is in overall?
Mr. Horner: Yeah.

Mr. Ellingson: So the chart on page 14 is only operating?
Mr. Horner: That’s only operating ceiling.

Mr. Ellingson: Only an operating ceiling. So does that mean that
the contingency is outside of the ceiling limit?

Mr. Horner: Do you want to comment, Kate?
10:10

Mr. Ellingson: Eventually it needs to come back into the ministry’s
expenses — right? — as an operating expense.

Ms White: Yeah. It depends how much comes in and gets absorbed
into permanent ministry targets. Operating expenditure — for
example, we just discussed bargaining — that will then be added into
ministry targets and will approach that operating ceiling. So some
of that dry powder, if you will, is sitting in a contingency, but
contingency is not counting in operating expenditure until it’s
allocated.

Mr. Ellingson: But there is probably still some, understanding that
the goal is not just to, you know, drive up debt, wiggle room in that
delta between 5.1 and 7.3. Even if and when the contingency moves
into operating, there’s still some wiggle room there. Is that correct?

Mr. Horner: Correct.

Mr. Ellingson: Do we know how much that wiggle room is?
Mr. Horner: It depends how much moves as well.

Mr. Ellingson: Correct.

Mr. Horner: Yeah. We have deals that aren’t ratified . . .

Mr. Ellingson: If the maximum moved, if all of it moved, is there
still wiggle room?

Mr. Horner: There’s definitely wiggle room, but a number I can’t
give you, Court.

Mr. Ellingson: Okay. Could we calculate it and report it later?

Mr. Horner: Yeah, although I don’t want to get in the habit of
making homework for these guys. We have six hours, so I’'m not
going to allow you to do that much, but we can figure this out.

Mr. Ellingson: Okay.

Another outcome measure in the budget is the per capita basis,
that we should be lower than comparator provinces. On page 181 in
the business plan we see that in ’23-24 Alberta’s per capita
spending was $14,162. This is well below the comparator
provinces. I guess the $14,704 is an average, I think, between B.C.,
Ontario, and Quebec. Is that correct?
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Mr. Horner: I’m just catching up to you on the pages. Yes.

Mr. Ellingson: Yeah. So that’s a difference of 3.6 per cent. These
choices also result in Alberta falling behind in critical infrastructure
such as schools; rapidly expanding school age, population growth,
and the pressures there. I will ask — like, the chart on page 181
doesn’t show Alberta’s per capita spend this year or the comparator
this year. Do we know what the differential was in ’24-25?

Mr. Horner: The challenge is that this is all based on Statistics
Canada data, so you’re always having to wait, but we will have that.

Just a comment. You know, when you’re looking at British
Columbia specifically and you’re talking about room potentially in
spend, I think it’s important to look at the challenge all provinces
are facing but differently. They haven’t seen our population growth.
Their budget this year, I watched it mostly to feel better about us
and me and Alberta, but what we’re seeing in B.C. is going to lead
to some very dramatic consequences. Their capital plan: they were
already reprofiling upwards of 26 to 30 per cent. They continue to
push. They’re going to accrue, before the carbon tax question came
up and what that meant for their revenue, they’re going to take on
$68.8 billion over the forecast in debt.

Mr. Ellingson: Yeah. I will admit to you that we are in better
condition and maybe we don’t want to be in the budgetary situation
that others are in.

I'will ask just in closing, 16 seconds left — it seems very awkward
to me that a performance indicator, the data there is two years old.
How can it be an adequate performance indicator when you don’t
know where you stand in that given year or where you’ll be next
year?

The Chair: Okay. Thank you very much. We’ll maybe come back
to that in the next block.

That concludes the first portion of questions for the Official
Opposition. Just to make everyone aware that after this next block
we’ll take our five-minute break.

If Member Johnson could introduce herself for the record.

Mrs. Johnson: Sure. Thank you, Mr. Chair. Jennifer Johnson,
MLA for Lacombe-Ponoka.

The Chair: Thank you very much.
We will now move to 20 minutes for the government caucus.
Who’s speaking? Member Dyck. Would you like to share time?

Mr. Dyck: I’d love to share time with the minister.
The Chair: Okay; then go ahead.

Mr. Dyck: Excellent. Well, thank you, Minister, for coming. I
mean, we’re only an hour in and already learned something. Thanks
for doing your work and doing your homework, and thanks to the
team for that as well.

I’'m going to start on the business plan. I’'m jumping to page 178
here. You have this organizational chart just on what you’re in
charge of, and I want to go to the box for agencies and delegated
organizations. I’ve got a couple of questions on this. All these
agencies and delegated administrative organizations can have
significant influence upon income for Albertans. Specifically, my
first question is: would AIMCo be designated under this box for the
2025-2026 reporting period?

Mr. Horner: Thank you for the question. Maybe I’ll just speak a
little about AIMCo if you don’t mind. Alberta’s investment agency
is expected to responsibly manage more than $160 billion in assets,

which includes the pension funds, Alberta heritage savings trust
fund, multiple endowments. Maybe I'll just speak a little bit about
some of the change that we’ve seen. You know, rising costs, lower
internal fund management efficiency at AIMCo we felt necessitated
a change. There have been significant increases in operating costs,
management fees, and staffing levels at AIMCo without a
corresponding increase in returns for their clients. From 2019 to
2023 AIMCo’s third-party management fees had increased by 96
per cent, employee head count had increased by 29 per cent, and
salary, wage, and benefit costs increased 71 per cent. These costs
had all increased while AIMCo had managed a smaller percentage
of funds internally.

The government is committed to improving AIMCo’s
operational efficiency, enhancing its risk-adjusted investment
performance, and strengthening the corporation’s governance
practices. Recent organizational changes at AIMCo as announced
in November are a decisive reset aimed at safeguarding the financial
future of Alberta workers and taxpayers. The measures will ensure,
you know, long-term prosperity and sustainability of public funds
entrusted in AIMCo, including public pensions. A focus on cost
control and internal efficiencies is central to AIMCo’s strategy
under its reconstituted board. In spite of these changes, AIMCo’s
mandate remains unchanged, and investments will continue to be
made by AIMCo at arm’s length from government with a returns-
first mindset.

Mr. Dyck: Excellent. Thanks for explaining that, Minister. I really
appreciate that.

Just as a follow-up on that, do you have a rough idea what the
cost savings will be due to some of these actions in the near future?
Do we have a cost savings analysis of that?

Mr. Horner: Yeah. Thank you. Under our new CEO Ray
Gilmour’s leadership and with the guidance from its restructured
board AIMCo’s revitalized operational strategy prioritizes financial
prudence and streamlines internal processes. This commitment to
cost reduction is evidenced by several key actions. Notably, in
February of this year AIMCo publicly announced its closure of the
New York and Singapore offices, a move explicitly designed to
lower overhead. Also, you know, AIMCo is still actively engaged
in long-term business and system transformation initiatives that are
anticipated to yield substantial savings through reduced technology
licensing and investment platform maintenance costs as well as a
decrease in future hiring needs due to enhanced efficiency and
automation.

Maybe just for everyone’s benefit: consistent with Canadian
public-sector accounting standards AIMCo will provide detailed
financial disclosures, including expense breakdowns comparing
actuals to budget and year-over-year performance, within its 2024
annual report. That will be scheduled for publication by June
2025.

Mr. Dyck: Okay. I appreciate that, Minister.

Just continuing on, I’'m going to get off AIMCo here for a sec.
But under your key objective 1.1 it does state that the goal is to
“lessen the province’s reliance on resource revenues over the long
term, pay down debt or on one-time initiatives that do not
permanently increase government spending.” We’ve got
incredible energy and resource revenues and opportunity and
growth there, but how are you going to reduce our reliance on
resource revenues here in the next budget year and then continue
to diversify our economy going into this year? Those are really
important questions that I think Albertans need some answers and
clarity on.



RS-404

Resource Stewardship

March 19, 2025

10:20

Mr. Horner: Yeah. No. Thank you for the question. I think it’s an
important one for Albertans and certainly everyone in this room to
understand.

You know, Budget ’24 signalled a renewed commitment by
government to the Alberta heritage savings trust fund’s original
principles, which prioritize sustainable growth and prudent
stewardship of nonrenewable resource income for future
generations. This aligns with our fiscal framework introduced in
Budget 2023, which mandates allocating a portion of surplus cash
to savings. Recent reforms and measures taken to build and further
strengthen the heritage fund would include — and this is maybe the
most important one — the income retention. Amended legislation
allows for 100 per cent of the heritage fund’s net earnings to be
reinvested within the fund, which protects the heritage fund against
inflation and allows all income to be compounded. Retaining
investment earnings in the heritage fund fuels and sustains its
growth over an extended period of time.

New investments. Government is depositing an additional $2
billion in the heritage fund in *24-25, representing the single largest
contribution to the fund in decades. Budget 2025 announced an
additional $1 billion of surplus cash to be allocated to the heritage
fund in ’25-26. That’s its portion from the fiscal year that’s just
ending.

Revitalized growth is the next piece. The govemment is
committed to grow the heritage fund to $250 billion or more by
2050. As described in the road map for the heritage fund renewal,
which was publicly released on January 29, 2025, a revitalized
investment strategy will prioritize long-term asset growth using a
prudent governance approach, which over time will enhance
Alberta’s fiscal resilience against fluctuations or declines in
nonrenewable resource revenue while ensuring provincial
prosperity in years to come. Government actions and investment
performance have increased the heritage fund’s value to $25 billion
in the latest fiscal quarter of ’24-25, which is the largest amount,
obviously, in the fund’s history. The heritage fund has grown by
$7.2 billion since 2021.

I think it’s important for Albertans to picture what this actually
looks like. By having the patience and the commitment to grow the
fund to that level by 2050, you’re in a place where you can pull
substantial amounts of revenue from the fund in year to deal with
the priorities of the province but also replace potentially some of
our nonrenewable resource revenue. In the last few years currently
it’s fluctuated from, you know, $17 billion to $21 billion. Imagine
that by 2050 you’d be in a place where you could take, say, half of
that amount and put it in general revenue to fund things like health
care and education and be less reliant on those swings.

It will require a lot of commitment, but it’s the best option I’ve
seen put in front of me. I know Albertans don’t always understand
this, but everything else means that we’re coming back to them to
increase taxes or pull more revenue from Albertans. It will require
some patience and some prudence, but it’s a very positive step, |
think.

Mr. Dyck: Yeah. Thanks for that, Minister. Can you just expand
upon some of the examples of the one-time initiatives as well, what
those may include? That’s I think one of my questions here. One
time sounds more like capital spend, but I just want to be clear on
that, if there is something else we might be spending on.

Mr. Horner: No. That’s a good question. Part of our fiscal
framework, which we’ve been through a little today already,
involves, you know, what we’re mandated to do with surplus cash
around improving our net fiscal position either through investments

in the heritage fund or debt repayment. There is some optionality
on the Alberta fund, the other half of the equation, and that does
involve potential for one-time spends that don’t increase the
operational spend going forward. So there’s potential that that could
mean capital, but it wouldn’t mean capital if there’s an operating
expense that’s going to come with it in future years.

Potentially a partnership through a capital grant could be
possible: things like during COVID, you know, one-time support
payments, things of that nature. It’s important to have that
flexibility, but it’s the tool, the portion of the options that would be
used the least.

Mr. Dyck: No. I appreciate that. Part of the conversation, too, that
we’ve talked about it a little bit is the Alberta heritage savings trust
fund. Now, we talk about maximizing those earnings and also the
size, which you’ve mentioned. I just want to be clear on my
understanding of these one-time initiatives. While also maximizing
earnings in this reporting period, are you going to be investing in
one-time initiatives through the Alberta heritage savings trust fund?
Does that add extra risk to the trust fund at all?

Mr. Horner: No. Those things are separate. [ wouldn’t lump those
together. The one-time initiatives are something the government
could do with surplus cash in the Alberta fund but entirely separate
from, you know, heritage fund investments.

Mr. Dyck: Excellent. Thank you for that, Minister.
I’'m going to cede my time to, I believe, MLA Yao, and he can
carry on. Thank you, Minister.

Mr. Yao: Minister Horner, thank you so much for all your hard
work in this world of finance, and thank you and your entire team
for all the great work in the budget. It’s a difficult position to be in,
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