
Government of Alberta News Release

January 3, 2001

Alberta's single income tax rate lowered to 10 per cent

Edmonton - Albertans will keep an average of 23 per cent more cash in their pockets after today's announcement of
a further reduction to the single-rate tax system to 10 per cent, taking total taxpayers' savings to $1.5 billion.

Alberta's historic single provincial income tax rate - introduced New Year's Day - coupled with a raise in personal
and spousal exemptions to $12,900 from $7,231 and $6,140 respectively, will ensure this province's tax regime
remains the best in Canada.

"No other jurisdiction in the country can boast such high exemption levels - the level a working individual can earn
without paying provincial personal income tax," said Provincial Treasurer Steve West, noting the personal and
spousal exemptions will be indexed to inflation.

In all, 200,000 more Albertans will pay no income tax at all.

"There are two ways to establish a progressive tax system," said West. "One way is to tax high income earners at a
very high level, the other is to tax low income earners at a very low level. We decided to take the most
compassionate approach and not tax the lowest income earners at all. 

"As well, hard-working Albertans will no longer be punished for striving to get ahead and single-income families
won't be penalized for choosing to have one parent stay at home as the personal and spousal exemptions are equal,"
said West.

The government first announced in Budget '99 Alberta would detach from the federal tax system by introducing an
11 per cent single rate tax in 2002. In April 2000, the date was moved forward to 2001 and the rate reduced to 10.5
per cent. This is being reduced further to 10 per cent to ensure the full benefits of recent federal tax reductions and
then some flow through to Albertans.

West also announced that the province has incorporated benefit improvements introduced by the federal
government. 

It will increase the disability tax credit from $4,293 to $6,000. 
The caregiver and infirm dependent credit will be boosted from $2,386 to $3,500. 
The part-time education credit will rise from $60 to $120 per month and the full-time education credit will
increase from $200 to $400 per month.

The province will also reduce its inclusion rates on capital gains for personal and corporate income taxes from 66 
2/3 per cent to 50 per cent.

West said there will be no stopping the push to find more ways to ensure the province remains the most attractive
jurisdiction in Canada to work and live.

That includes a plan, starting this spring and continuing over four years, to reduce business taxes by $1 billion.
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For further information, please contact:

Shannon Larkins - Alberta Treasury Communications - (780) 427-5364

This news release is available on the Alberta Treasury homepage at: http://www.treas.gov.ab.ca

 



Backgrounder

Alberta's single rate tax system

Alberta's new single income tax rate is 10 per cent. Albertans' taxable income will be taxed at 10.5 per cent on their
January 2001 pay cheques. The extra half point will appear on July 2001 pay cheques and will be retroactive to
January 1, 2001.

The move to a single rate tax is the culmination of measures introduced since 1999 representing $1.5 billion in
savings to Albertans. The figure does not include further savings resulting from the reduction of the capital gains
inclusion rate to 50 per cent. The measures taken include:

1999 - Matched federal increases to basic and spousal exemptions 
2000 - Matched federal increases to basic and spousal exemptions
            Eliminated the 8 per cent surtax for deficit elimination 
2001 - Introduced Alberta's new single tax rate of 10 per cent 

In addition the province has been reducing taxes since 1997. These reductions include: 

1997 - Tax cuts were first directed to low and middle income families through the Alberta Family Employment Tax
Credit (AFETC) 
1998 - AFETC rate doubled
            Basic rate paid by all Albertans reduced from 45.5 to 44 percent

Examples of tax reductions under the single rate tax:

(The following examples are fictitious and represent average earnings made.) 

Single Individuals: 
Peter is a professor at the University of Calgary with an annual salary of $90,300. In addition, He earned $1,686
from his previous investments, and made an RPP and RRSP contribution. In 1999 Peter paid $8,094 in provincial
income tax. In 2001, Peter will pay $6,321. In other words the new single rate tax will save Peter $1,773 per year.

Phil is a highway maintenance worker in central Alberta. Phil's annual salary is $47,243. The company where Phil
works contributed $1,800 to an employee pension plan. Phil did not have to contribute into this plan. In 2001, Phil
will pay $3,197 in provincial income tax, $606 less than he paid in 1999.

Single Income Families: 
Craig works as a purchaser for a manufacturing company building components for use in the natural gas industry.
Craig's wife Cathy stays at home with their two children. Craig has a salary of $60,000 per year, has half of his
Alberta Health Care Premium paid by the company, and has a Registered Pension Plan (RPP) deduction of 4% of his
salary (Craig's company matches this contribution). In addition, Craig saves $5,000 per year in a Registered
Retirement Savings Plan (RRSP). In 2001, Craig will pay $2,483 in provincial tax, $1,599 less than he paid in 1999.

Ken and his wife Marg have 3 children Sammy, Caitlin, and Jesse. Ken is a self-employed mechanical engineer
working on contract. His annual income is $83,000. In 1999, Ken paid $8,261 in provincial income tax. In 2001,
Ken will only pay $5,421 in provincial income tax. A savings of $2,840. 

Two Income Families:
Sandy is a self-employed oil executive with an $80,000 salary, $20,000 capital gain, and $13,500 in RRSP
contributions. Her husband Dean is the head journeyman machinist in her company and earns $72,500 per year
(based on a 50 hour work week, $26.36 per hour, and overtime pay of 1.2 x wage). All of their children have left
home. In 2001, Sandy and Dean will pay a total of $11,783 in provincial tax. In 1999 they paid $15,749, for a
savings of $3,966.



Ron has been working as a staff reporter with the Edmonton Sun for the past 8 years. Ron earns $50,816 in salary
and taxable benefits, and contributes $1,560 to the company's RPP plan. His wife Rhonda is a part time cashier at
Safeway making $12,000 per year. Together they have a three year old daughter Erin, and claim $5,400 in child care
expenses. This family will see their taxes reduced by $1,293 from 1999 to 2001.

Single Parent Families:
Jane is a single parent. She has $400 per year in child-care expenses for her 9 year old son, Tim. Jane works as a
librarian earning $41,000 per year, and contributes $1,917 to the RPP fund of the library where she works. In
addition, the library pays half of her Alberta Health Care Premium. In 1999 Jane paid $2,397 in provincial income
tax. In 2001, She will pay only $1,092 in provincial income tax. A savings of $1,305.

Ricardo is a single parent father of two, who works as an engineer for a natural gas company in Red Deer. Ricardo
earns $120,000 per year, makes an additional $2,500 in investment income, and contributes $13,500 to RRSPs.
Ricardo will pay $3,907 less in 2001 than he paid in 1999.

Seniors:
Greg and Muriel are married seniors. They have a total private pension income $54,000 per year, and both receive
Old Age Security. Both are in good health so do not claim any medical expenses, but they do make a charitable
donation of $3,000 per year. Greg and Muriel will pay $789 less provincial income tax in 2001 than they did in
1999.

Eunice is a 94 year old senior living in a seniors home in Medicine Hat. She has private pension income of $18,000
per year and receives Old Age Security. Eunice has medical expenses of $4,600. In 1999, Eunice paid $620 in
provincial income tax. In 2001, she will only pay $172.
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This backgrounder and many other profiles are available on the Alberta Treasury homepage at: 
http://www.treas.gov.ab.ca

A copy of the Single Rate Tax brochure in PDF can be downloaded here.
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