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Sub-Sovereign

Province of Alberta (Canada)
Update to credit analysis

Summary

The credit profile of the Province of Alberta (Aa2 stable) reflects a competitive economy,
high liquidity and significant long-term wealth, and an institutional framework that provides
for considerable fiscal policy flexibility. We view governance as strong with prudent wealth
and debt management. The rating also incorporates structural exposure to volatility in oil
prices, which leads to significant fluctuations in fiscal results, and a rising debt burden over
the medium term as borrowing will fund recurring deficits and capital spending needs.

Exhibit 1
Despite debt mitigation efforts and a stronger 2026-27 fiscal position, the debt burden will rise
and debt affordability will weaken as borrowing increases to fund deficits and capital spending
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Credit strengths
» Excellent wealth levels from cash and investments

» Significant fiscal capacity supported by a competitive tax regime and mature institutional
framework

» Strong governance and financial management amid evolving federal-provincial tensions

Credit challenges
» Structural exposure to oil price volatility despite cyclical improvement

» Rising debt burden despite debt mitigation efforts


https://moodysanalytics.fra1.qualtrics.com/jfe/form/SV_6nSiBDZYONp8Y7Q?pubid=PBC_1482447
https://www.moodys.com/credit-ratings/Alberta-Province-of-credit-rating-21100
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Rating outlook
The stable outlook reflects our view that Alberta’s substantial liquidity and significant fiscal flexibility, as well as an improved fiscal
outlook for 2026-27 due largely to higher oil prices, will continue to support its credit profile even as debt rises.

Factors that could lead to an upgrade

The rating could be upgraded if a significant economic recovery that coincides with rising resource prices, especially oil, leads to multi-
year forecast surpluses. A meaningful deceleration of debt growth coupled with rising revenue that would lead to a significantly lower
debt burden than we currently project would also support an upgrade.

Factors that could lead to a downgrade

The rating could be downgraded if the province were unable to successfully mitigate cost pressures, or if sustained lower oil prices led
to larger or more prolonged deficits than we forecast. A material rise in the debt burden due to operating or capital needs that weakens
debt affordability materially beyond our projections would also put downward pressure on the rating.

Key indicators

Exhibit 2
Province of Alberta
Year ending March 31

(Year Ending March 31) 2024 2025 2026F 2027F 2028F 2029F
Primary Operating Balance / Operating Revenue (%) 15.3 19.3 7.0 135 3.9 4.9
Cash and Cash Equivalents / Operating Revenue (%) 7.3 111 8.1 7.3 8.1 8.0
Net Direct and Indirect Debt / Operating Revenue (%) 130.4 134.7 152.5 138.9 167.9 178.5
Interest Payments / Operating Revenue (%) 4.2 3.9 3.7 3.4 4.6 5.2
Capital Spending / Total Expenditures (%) 6.0 5.7 6.7 7.5 7.6 6.1
Surplus (Deficit) / Total Revenue (%) 5.7 10.1 -3.0 4.5 -6.8 -6.3

[1] Calendar year
Sources: Province of Alberta and Moody's Ratings

Profile

Alberta is Canada's fourth-largest province with a strong economy and some of the highest income levels among Canadian provinces.
Alberta benefits from a competitive tax regime, significant natural resource wealth, and a growing population supported by strong
interprovincial and international migration. The province's economy remains closely linked to the oil and gas sector, while economic
activity is also supported by a broad base of industries including real estate, manufacturing, construction, trade, transportation, and
healthcare.

Detailed credit considerations

The credit profile of the Province of Alberta, as expressed in its Aa2 stable rating, combines (1) a baseline credit assessment (BCA) of
aa3, and a high likelihood of extraordinary support from the Government of Canada (Aaa stable) should the province face a significant
liquidity stress event.

Baseline Credit Assessment

Excellent wealth levels from cash and “investments

Alberta maintains very strong total wealth metrics relative to global peers. We estimate cash and portfolio investments at CAD61
billion at 31 March 2026, above the five-year average of approximately CAD54 billion. Total cash and investments provided coverage
of around 77% of expenses and 52% of net debt in fiscal 2025-26. This high level of wealth creates a buffer against fiscal shortfalls and
rising debt costs and remains particularly important for bondholders given the province's exposure to commodity cycles.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.

2 31 August 2026 Province of Alberta (Canada): Update to credit analysis


https://www.moodys.com/credit-ratings/Canada-Government-of-credit-rating-137160

Moody's Ratings Sub-Sovereign

Exhibit 3

Cash and investments continue to provide strong coverage of expenses despite some moderation and also provide strong, although easing,
coverage of net debt

Fiscal years ending March 31

— Cash and Investments as a % of Total Expenses
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100%
75% T —
50%
25%
0%
2021 2022 2023 2024 2025 2026F  2027F  2028F  2029F

Sources: Province of Alberta and Moody's Ratings

The liquidity ratio, a more restrictive measure of cash and cash equivalents relative to operating revenue, stood at 81% in fiscal
2025-26, below domestic provincial peers. We project the ratio will remain broadly stable over the next two years, as cash used to
support capital spending and financing requirements is partially replenished by the projected fiscal 2026-27 surplus.

A large portion of the province's financial assets is held in the Alberta Heritage Savings Trust Fund (Heritage Fund), a long-term savings
fund created to invest a portion of Alberta's oil revenue for future generations and one of the largest sub-sovereign wealth funds
globally. The fund had a market value of CAD30.8 billion as of 31 December 2025, and fund assets are broadly diversified, although its
allocation to equities and alternative investments exposes its value and investment performance to market fluctuations.

The province aims to increase the balance of the Heritage Fund through annual surplus contributions, including CAD2.8 billion from the
fiscal 2024-25 surplus. Investment income earned by the fund is now retained and reinvested to accelerate long-term growth, whereas
it was previously used to support general operations. The province estimates that the fund will grow to at least CAD250 billion by
2050 (market value of CAD30.8 billion as of 31 December 2025), assuming all investment earnings are retained and reinvested. While
the target does not assume additional surplus contributions, it remains dependent on strong and sustained long-term investment
performance.

Strong fiscal capacity supported by a competitive tax regime and mature institutional framework

Alberta retains access to a broad range of tax bases over which it has full discretion. Its tax regime remains highly competitive relative
to most provincial peers with respect to both corporate and personal income tax rates, making the province an attractive location for
individuals and businesses. The corporate income tax rate remains 8%, the lowest provincial rate in Canada, while Alberta does not levy
a health premium or payroll tax and remains the only Canadian province without a provincial sales tax.

The tax regime provides significant capacity to implement additional revenue measures while remaining competitive with other
provinces. However, recent policy actions have focused on enhancing or maintaining tax competitiveness, including the introduction
of a lower personal income tax bracket, reducing the likelihood that this capacity will translate into materially higher near-term tax
revenue.

Similar to other Canadian provinces, Alberta has a high degree of fiscal flexibility through both revenue and expenditure measures.
This provides greater fiscal autonomy than most regional government counterparts globally, including German Lander and Australian
states, and a degree of policy flexibility more akin to sovereign governments than many international sub-sovereign peers. The stable
and well-developed federal-provincial framework also provides highly predictable health and social transfers, which increase according
to predetermined formulas and have historically accounted for approximately 15%-20% of Alberta's revenue, helping to mitigate
macroeconomic volatility.
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Strong governance and financial management amid evolving federal-provincial tensions

We assess Alberta's governance as strong, supported by transparent reporting and disclosure practices, with public accounts and
budgets prepared on a timely basis. Recent policy changes further reinforce the province's focus on debt reduction and long-term
wealth management.

The province has committed to allocating 50% of surplus cash, in years that generate a surplus, to debt repayment or the Heritage
Fund. The remaining 50% may be used for debt repayment, transferred to the Heritage Fund, or allocated to other priorities.
Investment income earned by the Heritage Fund is now retained and reinvested, allowing returns to compound over time, and the
province has established the Alberta Heritage Fund Opportunities Corporation to provide dedicated governance and investment
specialization.

Alberta also benefits from a well-managed debt profile and strong access to domestic and international capital markets. The province
has extended its debt maturity profile and maintains sinking funds and liquidity to address large maturities over the next decade.
Expense management measures, including contingency provisions and operating expenditure controls, provide additional capacity to
absorb fiscal shocks.

Political risk has nevertheless increased in recent years regarding Alberta's role within the federal constitutional system. Although
constitutional separation remains unlikely, continued political uncertainty could weigh on business investment and migration trends.
However, these risks do not outweigh Alberta's broader institutional and governance strengths. Further, recent federal support for
pipeline development and export diversification may partially mitigate these risks by reinforcing federal-provincial cooperation.

Structural exposure to oil price volatility despite cyclical improvement

Alberta’s fiscal outlook reflects slower economic growth, continued trade uncertainty and a high degree of exposure to oil prices.
Natural resource revenue remains volatile because prices and production levels are influenced by global demand, geopolitical
developments and trade dynamics. Approximately 80%-85% of natural resource revenue is derived from bitumen and crude oil
royalties, which account for about one-quarter of provincial revenue. This reliance on oil exposes the province's fiscal performance to
significant revenue swings and forecasting uncertainty.

Oil prices have increased materially following the escalation of the Middle East conflict in late February 2026 and concerns about
global crude supply. Year-to-date, West Texas Intermediate (WTI) has averaged $82 per barrel (bbl), which forms our base-case
assumption for fiscal 2026-27 and is well above the province's budget assumption of $60.50/bbl. We also use a light-heavy differential
assumption of $14.88/bbl, reflecting the year-to-date average and a moderate widening from the budget assumption of $13/bbl. Based
on the province's estimated fiscal sensitivities of CAD680 million for each $1/bbl change in WTI and CAD670 million for each $1/bbl
change in the differential, we project a CAD4.0 billion surplus (4.5% of revenue) in fiscal 2026-27, more than CAD13 billion stronger
than the budget deficit forecast and approximately CAD2 billion above the province's revised first-quarter surplus estimate. We also
estimate a CAD2.3 billion deficit (-3.0% of revenue) in fiscal 2025-26, a CAD1.8 billion improvement from the province's revised
estimate.

However, we view this improvement as largely cyclical rather than structural. Our base case assumes WTI averages $70/bbl in both
fiscal 2027-28 and 2028-29, which is at the upper end of Moody's medium-term price range of $50-$70/bbl and modestly above the
province's budget forecasts of $67/bbl and $67.50/bbl, respectively. Under this scenario, we project deficits of approximately CADS.5
billion (-6.8% of revenue) in fiscal 2027-28 and CAD5.2 billion (-6.3% of revenue) in fiscal 2028-29, representing improvements of
CAD21 billion and CAD1.7 billion, respectively, relative to the budget forecasts.

Most of Alberta's oil exports are sold to US refineries, particularly in the Midwest, that are configured to process heavy crude. This
concentration leaves resource revenue sensitive to oil prices, the light-heavy differential, the CAD-USD exchange rate and production
volumes. A wider differential reduces royalty revenue relative to WTI prices, while a stronger Canadian dollar lowers Canadian-dollar
royalty receipts. However, Alberta's exposure to current US-Canada trade tensions is moderated by the exclusion of crude oil from
most tariff and counter-tariff measures, helping preserve market access and resource revenues.

Alberta faces greater carbon transition risk than most provincial and global regional-government peers because of the concentration
of economic activity in hydrocarbon production. Nevertheless, the Trans Mountain Expansion and proposed additional export capacity
support market access and the long-term production outlook.
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Rising debt burden despite debt mitigation efforts

We estimate net direct and indirect debt at CAD117.6 billion, or 152.5%, in fiscal 2025-26, building on significant improvements over
the previous years as strong resource revenue generated large surpluses. Although we expect the debt burden to temporarily decline
t0 138.9% in fiscal 2026-27 as revenue growth, supported by higher near-term oil prices, outpaces debt growth, we project a material
increase in leverage thereafter. Beyond fiscal 2026-27, borrowing needs are driven not only by the return to operating deficits as oil
revenue moderates from conflict-supported levels, but also by one of the largest capital plans in the province's history at CAD28.3
billion for 2026-27 to 2028-29. Despite the province's debt mitigation efforts, sustained operating deficits and capital requirements
will reduce financial flexibility.

Under our base case, the debt burden will rise to 167.9% in fiscal 2027-28 and 178.5% in fiscal 2028-29. Capital spending is
concentrated in health, education and transportation infrastructure. Major projects include the province’s hospital expansion and
redevelopment program, school construction program, and highway and transit projects. As a result, we expect debt growth to outpace
revenue growth over the medium term, leading to a materially higher debt burden despite continued population and economic growth.

Extraordinary support considerations

We assign a high likelihood that the Government of Canada would act to prevent a default by Alberta. The high likelihood of support
reflects our assessment of the federal government's incentive to minimize the risk of potential disruptions to capital markets if Alberta
or any province were to default. It also indicates a moderately positive federal government policy stance, as illustrated by the flexibility
inherent in the system of federal-provincial transfers.
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ESG considerations

Alberta, Province of's ESG credit impact score is CIS-3

Exhibit 4
ESG credit impact score
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ESG considerations have a limited impact on the current rating, with potential for greater negative
impact over time.

Source: Moody's Ratings

The CIS-3 Credit Impact Score for Alberta reflects that ESG considerations have limited impact on the rating, with potential for greater
negative impact over time.

Exhibit 5
ESG issuer profile scores
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Environmental

The E-4 issuer profile score (IPS) reflects exposure to carbon transition risk and elevated exposure to physical climate risks. Alberta

is the nation's biggest oil producer which contributes to a significant portion of GDP and revenues, and therefore Alberta is more
susceptible to carbon transition risk than most other provinces and global regional peers as decarbonization efforts and the transition
towards cleaner energy continues. At the same time, exposure to physical climate risks is elevated given unpredictable weather events
including droughts and frequent and widespread wildfires which can cause significant economic damage.

Social

The S-2 IPS indicates strong health and safety measures and access to infrastructure in the province, along with high housing
affordability relative to several other provinces. Alberta has the youngest overall provincial population, which mitigates healthcare
spending pressures while increasing education spending relative to other Canadian provinces.

Governance

The G-2 IPS reflects the strong institutional and governance framework supporting all Canadian provinces, including transparent
financial reporting, robust disclosure practices and well-established oversight mechanisms. Alberta's demonstrated commitment to
debt reduction supports prudent debt management, while budgets and public accounts are prepared on a timely basis.

ESG Issuer Profile Scores and Credit Impact Scores for the rated entity/transaction are available on Moodys.com. In order to view the
latest scores, please click here to go to the landing page for the entity/transaction on MDC and view the ESG Scores section.
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Rating methodology and scorecard factors
The assigned BCA of aa3 is the same as the BCA scorecard-indicated outcome. For details of our rating approach, please refer to the
Regional and Local Governments methodology.

Exhibit 6
Alberta, Province of
Regional & Local Governments

Baseline Credit Assessment - Scorecard Score Value Sub-factor Weighting Sub-factor Score Factor Weighting Total
Factor 1: Economy 25% 0.89
Regional Income [1] 0.91 79804.63 15% 014
Economic Growth 6.00 a 5% 0.30
Economic Diversification 9.00 baa 5% 0.45
Factor 2: Institutional Framework and
Governance 30% 1.05
Institutional Framework 1.00 aaa 15% 015
Governance 6.00 a 15% 0.90
Factor 3: Financial Performance 20% 0.94
Operating Margin [2] 3.96 19.27% 10% 0.40
Liquidity Ratio [3] 9.85 11.09% 5% 0.49
Ease of Access to Funding 1.00 aaa 5% 0.05
Factor 4: Leverage 25% 2.20
Debt Burden [4] 873 134.68% 15% 1.31
Interest Burden [5] 8.85 3.90% 10% 0.89
Preliminary BCA Scorecard-Indicated
Outcome (SIO) (5.07) a1
Idiosyncratic Notching 0.0
Preliminary BCA SIO After Idiosyncratic
Notching (5.07) a1
Sovereign Rating Threshold Aaa
Operating Environment Notching 1.0
BCA Scorecard-Indicated Outcome (4.07) aa3
Assigned BCA aa3

[1] Regional GDP per capita in terms of purchasing power parity (PPP) terms, in international dollars
[2] Primary Operating Balance / Operating Revenue

[3] Cash and Cash Equivalents / Operating Revenue

[4] Net Direct and Indirect Debt / Operating Revenue

[5] Interest Payments / Operating Revenue

Source: Moody's Ratings; Fiscal 2024-25.
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