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Government posts lower-than-forecast deficit in
2008-09
Higher corporate taxes and internal cost savings push deficit
lower
2008-09 Annual Report Highlights
Alberta posted an $852 million deficit for the 2008-09 fiscal year, $574 million
lower than forecast at third quarter.
The deficit is mainly a result of losses in investment income due to the world-wide
decline in global equity markets.
Revenue was $35.8 billion, $2.9 billion lower than estimated at budget. The
decrease stems from lower investment and other income.
Expense was $36.7 billion, $518 million lower than estimated at budget. The
decrease relates mainly to cost savings found within government.
Edmonton... Internal cost savings and higher corporate tax revenues helped offset investment
losses and led to a deficit $574 million lower than forecast at third quarter.
Alberta posted a deficit of $852 million in 2008-09 fiscal year, the result mainly of losses to the
Heritage Savings Trust Fund and endowments due to the decline in global equity markets.
Details of Alberta’s fiscal results for 2008-09 were released by the President of the Treasury
Board, Lloyd Snelgrove, in the Government of Alberta 2008-09 Annual Report.
“Our third quarter update forecast a deficit of $1.4 billion due to significant investment losses
resulting from the meltdown in equity markets,” said Snelgrove. “But we ended the year
stronger than expected thanks in part to nearly $400 million in cost savings found within
government.”
There is $4.6 billion in cash available, mainly because the Heritage Fund and endowments
directly absorbed their losses, in combination with other cash adjustments. Part of this cash
will be used to offset the deficit, and most of the remainder is retained in the Sustainability
Fund.
“Alberta is facing three more years of deficit budgets due to the global economic turmoil and
the downturn in oil and gas prices,” said Iris Evans, Minister of Finance and Enterprise. “The
Sustainability Fund will help Alberta withstand these difficult years and emerge even stronger
than before.”
The 2008-09 deficit is permitted under the Fiscal Responsibility Act, as the deficit arose due to

lower-than-budgeted non-energy revenue. The act has been amended for 2009-10 to simplify
the province’s fiscal framework and provide flexibility to deal with the current economic and
fiscal situation.
Deficit
The deficit in 2008-09 was $852 million, $574 million lower than what was forecast at third
quarter. The change from the $1.6 billion surplus forecast at budget is due mainly to the
plunge in equity markets.
Revenue
Revenue for 2008-09 was $35.8 billion, down $2.4 billion or 6.2 per cent from 2007-08, and
$2.9 billion lower than estimated in the budget, due to losses in investment income in the
Heritage Fund and endowments.
Spending
The Alberta government spent $36.7 billion to meet ongoing growth pressures and the needs
of Albertans in 2008-09. This is $518 million lower than estimated at budget. It is $3.1 billion,
or 9.1 per cent, higher than in 2007-08.
Health
Health expense was $13.1 billion, an increase of $821 million, or 6.7 per cent, from 2007-08,
but $354 million lower than budgeted. The decrease from budget is primarily a result of
re-scheduling of capital grant funding to future years.
Education
Education expense was $9.4 billion in 2008-09, an increase of $524 million, or 5.9 per cent,
from 2007-08. The increase from 2007-08 mainly reflects greater operating support for basic
and post-secondary education.
Social Services
Social services expense was $3.4 billion in 2008-09, an increase of $301 million, or 9.7 per
cent, from 2007-08, but unchanged from budget. The increase was mainly due to higher
monthly income support benefits, financial benefits and caseloads for the Assured Income for
the Severely Handicapped (AISH) program, increases for child care and child intervention
services, funding to Persons with Developmental Disabilities (PDD) Boards for agency staff
retention and recruitment, and staff salary settlements.
Investing in Infrastructure
The Capital Plan supported $7.6 billion of capital projects in 2008-09. This was an increase of
$623 million, or 8.9 per cent, from 2007-08, but $1.1 billion lower than budgeted. While capital
support increased in most areas in 2008-09, support for health facilities was lower due to
re-scheduling of grants to future years. In addition, $282 million of the provision for cost
escalation was not required, and there were delays in highway construction and a number of
other major projects.
Measuring Up
Along with the financial information, the government released Measuring Up. This section of
the annual report extends beyond reporting financial information by answering the questions:
what did the government achieve with the dollars spent; did the government actually do what it
said it was going to do; and did the government make progress toward achieving its goals.
This year’s Measuring Up includes results such as: an upward trend in self-reported positive
health status and increasing behaviours that promote good health; fewer workplace injuries;
the lowest property crime rate in three decades; high satisfaction with museums and historic
sites; high rates of volunteerism; good air quality, and improvement in drinking water safety.
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Deficit and cash available
The following table shows the deficit and how the cash available will be allocated:
($ billions)
Total Revenue
(excluding Heritage Fund/endowment
losses)

$38.8

Less Expense

$36.7

Sub-Total

$2.1

Heritage Fund/endowment losses 1

($3.0)

Surplus (Deficit)

($0.9)

Cash Available
Heritage Fund/endowment losses 2
From 2007-08 4th Quarter
Other cash adjustments
Total

$3.0
$0.9
$0.7
$4.6

Use of cash available
To offset deficit
Sustainability Fund
AB Enterprise Corporation
Total allocation

($0.9)
($3.7)
($0.1)
($4.6)

1 Government is required to show the $3-billion loss to the Heritage Fund and Endowments as
a revenue loss.
2 However, because the Heritage Fund/endowments are absorbing the loss, no actual cash is
drawn from the General Revenue Fund, meaning that $3 billion remains available for
allocation to other priorities.
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Note on Scope of Reporting
The Consolidated Financial Statements in the 2008-09 Government of Alberta Annual Report
include a larger scope of reporting than the budget and quarterly documents. The
Consolidated Financial Statements include the change in equity of Crown-controlled
organizations in the SUCH sector (schools, universities, colleges and health authorities), which
adds $38 million to revenue. Included also is the change in pension liabilities, which adds
$2,041 million to expense. As a result, the deficit in the Consolidated Financial Statements is
$2.9 billion, while the deficit on the budget basis is $852 million. The following tables are on
the same basis as Budget 2008 and the quarterly updates and thus exclude the changes in
SUCH sector equity and pension liabilities. The “Change from Forecast” relates to the
2008-09 Third Quarter Fiscal Update forecast.
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