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OVERVIEW
Alberta’s government released the First
Quarter Fiscal and Economic Update
today, the first since the COVID-19
pandemic and the collapse in oil prices
earlier this year. It’s the biggest deficit in
provincial history at $24.2 billion. Back
in February, the provincial budget
expected a deficit of $6.8 billion this
year.
Speaking in the Legislature today for a
special one-day sitting regarding the
fiscal update, Treasury Board President
and Finance Minister Travis Toews
explained that “nearly all of
government’s revenue streams have
been negatively impacted” between the
pandemic and global economic
challenges at the start of the year.
Whereas all provinces were negatively
impacted by COVID-19, the fiscal
update released by the government
shows just how severe the global crash
in resource revenue prices was for the
province, a matter made worse by the
global economic shutdown. Resource
revenues have dropped down to $1.2
billion, a low point not seen since the
challenges of the 1970s.
Of note, the Finance Minister used his
Legislature address to reinforce the
government’s commitment to being
careful in spending decisions, making
reference to the findings of the Blue
Ribbon Panel led by Janice MacKinnon
that delivered a report to the
government last year. Premier Jason
Kenney and the United Conservative
Party were elected in April 2019 partially
on a mandate to reign in spending by
making the case that compared to other
Canadians, Albertans are paying more

but getting less when it comes to
government services. Alberta’s
government remains commited to
following the MacKinnon Panel
recommendations to align per capita
spending with other jurisdictions.
“We believe, at a time like this, that it is
absolutely essential that Alberta delivers
the most efficient services possible,”
Finance Minister Toews said. “We are
an outlier and we can no longer afford to
be an outlier."

KEY NUMBERS
The official deficit for the 2019-20 fiscal
year that ended on March 31, 2020 was
$12.2 billion. This year’s deficit is
expected to be $24.2 billion, $16.8
billion higher than forecasted in the
budget earlier this year.
Taxpayer-supported debt is now
expected to hit $99.6 billion at the end of
the fiscal year. That works out to
$22,400 per Albertan.
Revenue is now forecast to be $38.4
billion, a decline of $11.5 billion from the
budget. The update released by the
government attributes this to lower
income taxes and lower resource
revenues.
Personal income tax revenue is now
forecast at $10.7 billion (a $1.9 billion
decrease from the budget), while
corporate income tax revenue is now
forecast at $2.1 billion ($2.4 billion lower
than the budget). As with other
jurisdictions, COVID-19 has ravaged
both personal and corporate revenues,
further diminishing the government’s tax
revenue.
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Meanwhile, the government is expecting
total expenses of $62.6 billion, an
increase of $5.3 billion from the budget.
COVID-19 and Recovery Plan initiatives
account for $2.5 billion in the increased
operating costs.
Overall liabilities are forecast at $142
billion at the end of the fiscal year, $25.5
billion higher than they were at the end
of the last fiscal year.
For oil prices, the West Texas
Intermediate (WTI) price forecast is
down to US$35.60 per barrel for 202021, a decrease of $22 per barrel from
budget.
It’s worth noting that even before the
pandemic, the province’s finances were
far from a state of grace. When the
United Conservative government took
office, they already inherited a
significant amount of debt from their
NDP predecessors – approximately $60
billion – and was on track for $100
billion in debt by 2023. The pandemic
and resource price crash have
accelerated that.

RECOVERY PLAN
At the end of June, the provincial
government unveiled Alberta’s Recovery
Plan, a comprehensive plan for turning
the corner on the pandemic. It included
the biggest infrastructure plan in
provincial history, an immediate
reduction of the corporate tax rate to 8
per cent, the lowest in Canada, and the
creation of the new Investment Alberta
corporation, and several plans for
individual sectors.
Before the fiscal update, in a small
cabinet shuffle, Premier Jason Kenney
moved Minister Doug Schweitzer (until

then the Minister of Justice and Attorney
General) to become the new Minister of
Jobs, Economy, and Innovation. He is
now tasked with overseeing the
implementation of the Recovery Plan
and the several sector-based strategies
included in it.
While the Recovery Plan remains in its
infancy, it is expected that its impact will
be more visible when the next fiscal
update is released in November.

WHAT’S NEXT
Much of what happens next will be
determined by whether there is a
second wave of COVID-19 and what
public health measures are needed.
The Legislature will return on October
26. We can expect another robust
legislative agenda (given what we’ve
seen from past sessions under this
government) in the ballpark of 20 to 30
pieces of new legislation. The UCP
government is continuing to quickly
implement the many commitments
made in the 2019 election platform while
responding to challenges posed by the
pandemic.
The next fiscal update will come in
November and will reflect the early
results of Alberta’s Recovery Plan.
Budget 2021 will be released in
February, as part of the government’s
move towards fixed budgeting dates.
From Alberta’s economic recovery plan
to the broader implications of COVID-19
on governments, businesses,
organizations across Canada, our
national Enterprise team is here to help
you. Connect with us at
enterprisecanada.com
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