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Budget 2018 - Highlights for Municipalities

Budget 2018 — A recovery built to last, was released on March 22, 2018. We were forewarned
by the Premier and the Minister of Municipal Affairs at the AUMA Convention last November,
that the Province would be “carefully cutting spending to balance the budget.”

As you will see in the Summary of Capital and Operating Grant Programs section, there was a
total reduction of $623.6 million in capital grants, but much of this decrease is the result of
the province’s decision to advance MSI funds in the 2017-18 fiscal year, and reduce in future
years. We did see a cut of $152 million to MSI, but it will not be felt by the majority of our
members, and instead shared by the Cities of Edmonton and Calgary, who will receive other
funding to offset their reduced share of MSI. The province also indicated MSI would remain
unchanged for the next three years, giving our members some stability in capital planning.

As important was the commitment to working with AUMA and the Rural Municipalities of
Alberta (formerly AAMDC) on a replacement program for MSI, one that is stable, predictable,
and legislated. We have been advocating strongly for this on behalf of our members and look
forward to working with the province on ensure a funding program that meets the needs of
Alberta municipalities is legislated this fall and implemented in 2021.

Although AUMA does not like to see cuts to grant programs, we recognize the province’s
efforts to restructure and re-profile some of the core capital grant programs. We will continue
to advocate for our smaller communities, as they in particular were at a disadvantage with the
current competitive grant programs.

In addition to outlining the changes to the operating and capital grant programs, this
document will also provide you a more detailed analysis of areas of particular importance to
our members:

Education Property Tax

Municipal Sustainability Initiative (MSI)

Provincial Contribution to the Investing in Canada Fund

Policing Funding and the Police Act

Cannabis Legalization

Implementation of the Climate Leadership Plan

Finally, the Analysis document also includes highlights of the Provincial Economic Outlook, as
well as summaries of the Provincial Capital and Operating Plans.

The 2018 Provincial Budget Analysis by AUMA, along with the Government Responses to
AUMA'’s 20 Questions regarding Provincial Budget, and the AUMA News Release — Budget
2018, should provide our members with a better understanding of the provincial budget and
its impact on municipalities” ability to attract business, create jobs, grow local and regional
economies, and deliver important social programs for Albertans.
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Summary of Capital and Operating Grant Programs

Core Capital Grants to Municipal Governments ($ millions)

Capital Grant

Budget

Budget

2017-18 2018-19

Comment

and Restoration
Program

Municipal 846.0 294.0 | In March of 2018, the province provided an additional

Sustainability $800 million in MSI through its 2017-18 fiscal year.

Initiative (MSI) Capital $400 million of that allocation represented an advance
on the 2018-19 MSI and the remaining $400 million is
an advance on the 2019-20 MSI. In effect, the 2018-19
MSI capital is $694 million. While this represents a
decrease of $152 million from 2017, the reduction is
only applied to Calgary and Edmonton. 2018 MSI
funding for all other municipalities will remain the
same as last year, with variances based on updates to
the data used in the MSI allocation formula.

Basic Municipal 335.0 344.0 | 2018-19 funding is $9 million more than last year,

Transportation Grant which aligns with the government’s commitments in

(BMTG) - A Budget 2017. Funding is forecasted to increase by $9

component of MSI million per year for the following three years.

Water for Life 55.0 75.3 | Funding increases in 2018 but it is $30 million less than
what was projected in Budget 2017. Funding in 2019-
20 is forecasted to decrease to $53 million.
Note: Government documents present conflicting figures of $75.3 million
and $69 million. AUMA is in the processing of clarifying the correct figure.

Municipal Water and 50.0 45.0 | The $5 million decrease in 2018-19 aligns with the

Wastewater Program province’s forecasts in Budget 2017. Funding is
forecasted to reduce further to $25 million in 2019-20.

Strategic 35.0 26.5 | Actual STIP spending in 2017 is estimated to $50

Transportation million more than the 2017 budget. 2018-19 funding is

Infrastructure $3.5 million less than the province’s forecasts in

Program (STIP) Budget 2017. Funding is forecasted to reduce to $18
million in 2019 and $15 million in 2020.

Alberta Community 40.0 22.4 | This program, formerly known as the Municipal Transit

Transit Fund Initiative, was announced in Budget 2017 but is
estimated to have zero expense in the year. Details of
the program are still to be announced and the 2018-19
funding is $63 million less than what was forecasted in
Budget 2017.

Alberta Community 57.8 - | This program is zero-funded in 2018-19 but the

Resilience Program deadline to apply for 2019-20 funding is September 30,
2018.

Watershed Resiliency 35 3.5 | Despite a budget of $3.5 million, actual spending in

2017-18 is estimated to be $51 million.
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Budget Budget
Capital Grant 2017-18 2018-19 Comment
Flood Recovery / 124 1.0 | This funding is linked to the 2013 flood recovery under
Mitigation Environment and Parks for Community Stabilization.
First Nations Water 25.0 24.4 | Formerly called the United Nations Declaration on the
Tie-In Program Rights of Indigenous Peoples (UNDRIP) — Access to

Regional Drinking Water Systems.

Subtotal $1,459.7 $836.1 A total reduction of $623.6 million driven largely by the

province’s decision to advance MSI funds in fiscal
2017-18 and reduce MSlin 2018-19 by a
corresponding amount including a $152 million
decrease for Calgary and Edmonton.

Capital funding linked to federal funding programs

Gas Tax Fund (GTF) 222.0 229.5 | GTF is distributed based on the federal funding
formula. It is estimated to be $229.5 million per year
for the next five years.

GreenTRIP 484.4 250.0 | Actual GreenTRIP funding in 2017-18 is forecasted to
be $122.2 more than budgeted. The decline in
GreenTRIP funding in 2018-19 is a trend that will
continue into the future as federal funding is used up.

Public Transit 285.0 136.5 | The 2018-19 funding represents unused funding from

Infrastructure Fund 2017-18 that has been re-profiled to 2018-19. The

(PTIF) = Phase 1 funding is forecasted to end in 2019-20 with $75
million in funding.

Clean Water 165.0 59.0 | The majority of 2018-19 funding represents unused

Wastewater Fund funding from 2017-18. The funding is forecasted to

(CWWEF) Phase 1 end in 2019-20 with $20 million in funding. The

Federal Contribution province’s contribution under the CWWEF is through
the Water for Life program.

New Building Canada 31.0 16.8 | The budgeted amounts in 2017-18 and 2018-19 simply

Fund - Small reflect the cash flows associated with previously

Communities Fund approved projects. No new funding has been allocated
for the program.

Subtotal of funding | $1,187.4 $691.8 A total reduction of $495.6 million from 2017 due to

linked to federal federal funding being used up and programs coming

programs to a close. There will be additional federal funding in
the near future once a bilateral agreement between
the provincial and federal governments is complete
under the Investing in Canada fund.

Total - all capital $2,647.1  $1,527.9

funding
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Core Operating Grants to Municipal Governments ($ millions)

Budget Budget
Operating Grant 2017-18 2018-19 Comment
Municipal 30.0 30.0 | No changes have been made to MSI operating funding
Sustainability levels.
Initiative (MSI)
Operating
Alberta Community 18.5 18.5 | 2018-19 ACP funding will remain consistent to support
Partnership municipal collaboration and capacity building.
Family and 100.7 100.7 | The province maintained FCSS funding at the 2017
Community Support funding level.
Services (FCSS)
Police Assistance 55.8 57.7 1 2018-19 funding increased by $1.9 million.
Grant
Police Officer Grant 30.0 30.0 | The province maintained the Police Officer Grant
Program Program at the 2017 funding level.
Emergency 0.2 0.2 | Municipalities will continue to have access to funding
Preparedness Grant for fire services and emergency management training.
Grants in Place of 59.3 58.7 | The province maintained its 2015 decision to not
Taxes (GIPOT) provide GIPOT funding for properties owned by the
Alberta Social Housing Corporation.
Rural Bus Service Pilot - 1.0 | A new program designed to connect medium-sized
cities with surrounding communities.
Total $ 2945 $296.8

Notable Grants to Community Organizations

Budget Budget Change

Grant 2017-18 2018-19 (%)

Housing Operating 165.2 177.7 12.5
Community Facility Enhancement Program 38.0 38.0 -
Library Services Grant (operating) 299 299 -
Organized and Serious Crime funding (ALERT) 29.1 29.1 -
Family and Community Safety Program 18.6 18.2 (0.4)
Major Fairs and Exhibitions 15.3 15.3 -
Agricultural Service Boards Grants 11.5 11.5 -
Agricultural Societies and Exhibitions Grants 11.5 11.5 -
Summer Temporary Employment Program (STEP) 10.0 10.0 -
Economic Development 9.3 7.6 (1.7)
Alberta Historical Resources Foundation 2.1 2.1 -
Public Lands Trail Development 1.3 1.3 -
Search and Rescue Grants 0.2 0.2 -
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Municipal Sustainability Initiative - Now and into the Future

AUMA's persistent advocacy on the importance of MSI has ensured funding will remain stable
for another year. In March 2018, the Government of Alberta announced it was advancing
$800 million of future MSI funding to municipalities, which entails a $400 million advance on
the 2018-19 MSI funding and a $400 million advance on the 2019-20 funding. In turn, the
province reduced the budgeted amounts for MSI in 2018 and 2019 by a corresponding
amount. The following table shows total MSI capital in 2018 is $152 million less than in 2017;
however, the province has only reduced MSI funding for Calgary and Edmonton. All other
municipalities will receive a similar level of funding as 2017, except for the usual variance that
results from updates in the data used in the MSI allocation formula.

2018 2019 2020 2021 2022
($ millions) Budget Target Target Target Target
Advance of future MSI in March 2018 400 400 - - -
MSI Capital 294 294 694 667 -
Total (not including BMTG) $694 $ 694 $694 $ 667 -
2017 MSI Capital 846
Change $ (152)* | *Specific to Calgary and Edmonton

Over the past two years, AUMA has advocated municipalities need infrastructure funding to
be delivered in a more stable and predictable manner to support long-term financial
planning. AUMA is pleased Budget 2018 states that the province is “committed to working
with municipalities, over the coming months, to replace MSI with a new infrastructure grant
program, with a funding formula based on revenue sharing.” AUMA looks forward to this
long-awaited discussion. In the meantime, Budget 2018 demonstates the province is still
committed to delivering the original $11.3 billion in MSI by 2021-22. This funding will ensure
Albertans continue to enjoy safe water systems, quality roads, updated recreational facilities,
and opportunities for construction jobs in communities across the province.

Provincial and Federal Capital Investments

The following chart shows the change in funding from Budget 2017 to Budget 2018 for
capital grants. Only three programs saw an increase in funding: Federal Gas Tax Fund ($7.5
million), Basic Municipal Transportation Grant (59 million) and Water for Life ($20.3 million).
The loss of over $700 million in funding is primarily driven by federal funding programs that
are coming to a close, and a decrease of $152 million in MSI for Calgary and Edmonton’. While
the chart presents a negative picture, when federal programs and reductions in MSI for
Edmonton and Calgary are removed from the equation, the core capital funding only
decreased by $71.6 million in Budget 2018. This represents a limited impact compared to the
message the government delivered at AUMA’s convention in fall 2017.

" The chart is presented with $400 million of the 2018-19 MSI that was advanced in the 2017-18 fiscal year.
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3 Funding|Increase/Decrease

Federal Gas Tax Fund

[ Basic Municipal Transportation Grant
B Water for life

-100 B Municipal Water Wastewater Program
GreenTRIP
[0 Strategic Transportation Infrastructure Program

O] Alberta Community Transit Fund

[ Alberta Community Resilience Program

-200 [ Clean Water Wastewater Fund (CWWF) Federal Transfer
[ Public Transit Infrastructure Fund (PTIF) Federal Transfer

B Municipal Sustainability Initiative
[ GreenTRIP

-300

-400

Public Transit Infrastructure Fund

(PTIF)
FEDERAL TRANSFER

Change in Grant ($millions) from 2017 to 2018

-500

Clean Water Wastewater Fund
(CWWF)
-600 FEDERAL TRANSFER

Alberta Community Resilience Program

-700

Provincial Contribution to the Investing in Canada Fund

The Investing in Canada Fund remains a priority issue for our members. In reviewing the
budget document, we noted no money has currently been allocated to cover the provincial
portion of the fund.

The province has indicated they hope to have an agreement with the federal government in
place in the coming weeks. AUMA has requested clarification from the government as to
where the money will be included within the budget once the agreement is signed. AUMA
will continue to update members as more information becomes available.

Policing Funding and the Police Act

Justice and Solicitor General's expenses are budgeted at $1.47 billion, up slightly from the
2017-18 budget of $1.4 billion. This includes an increase to the provincial contract for policing
from $255 million in 2017-18 to $256 million in 2018-19. This increase is intended to cover the
RCMP salary settlement, new RCMP officers, and policing services provided at no direct cost
to all rural municipalities, including municipal districts, counties and Métis settlements,
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regardless of population, as well as towns, villages and summer villages with populations of
5,000 or less.

Municipal Policing Assistance Grants have increased slightly from $55.8 million in 2017-18 to
$57.7 million for 2018-19; Police Officer Grants were held constant at $30 million.
Municipalities have signaled this funding is not adequate and AUMA has been advocating to
the province for increased funding on their behalf.

AUMA has also been advocating for a more equitable funding model in which everyone pays.
We were disappointed there was no mention in the business plans to include a review of the
Police Act. This would enable engagement with municipalities on funding and other policy
issues.

Unfortunately, funding for the Alberta First Responders Radio Communications system
(AFRRCS) has decreased from $13 million in 2017-18 to $7 million in 2018-19 and is projected
to fall to $5 million in 2019-20; however, this decrease was projected in last year’s budget.

Cannabis Legalization

AUMA has advocated the Alberta government share 70 per cent of Alberta’s cannabis excise
taxes with municipalities and requested the province to transfer $30 million in Budget 2018-
2019 to support municipal efforts on implementing legalization of cannabis. Neither requests
were included in the budget despite the federal government’s commitment to transfer 75 per
cent of the cannabis excise taxes to the provinces.

The Alberta government estimates the cannabis revenue would be $26 million in 2018-19,
$80 million in 2019-20, and it could go up to $99 million by 2020-21.

In the Ministry of Justice and Solicitor General Business Plan 2018 to 2021, the ministry
highlights one of the key strategies is to have legislation, regulations, policies and programs
in place to implement the federal government’s decision to legalize cannabis in 2018. No
further details have been provided on how it plans to involve municipalities, or if it will work
with AUMA to determine a cannabis revenue-sharing formula.

AUMA is concerned with the lack of detail, especially since many municipalities are preparing
for the legalization and are ready to partner with the provincial government on making the
transition.

The province has indicated it will be moving forward with changes to the Municipal
Government Act regarding assessment and taxation of cannabis production facilities,
removing them from the farm building classification, which is exempt from municipal
assessment.
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Implementation of the Climate Leadership Plan

Budget 2018 projects $1.3 billion in spending this year from the Carbon Levy, combined with
the Low Carbon Economy Leadership Fund (federal government) and the Climate Change
Management Fund. The total Climate Leadership Plan is $1.9 billion in 2018-19.

Over the next three years, the Alberta government estimates $5.3 billion will be spent to
advance climate change initiative including public transit, innovative research and energy
efficiency program, and infrastructure projects. A further $632 million will provide tax relief to
businesses through the small business tax rate reduction and investment in clean
technologies.

$5.2 billion over three years is going towards other climate change programs including $1.3
billion to support transit, development of low-carbon transit fleets and expand light rail
transit system in Calgary and Edmonton, $1.6 billion in household and other rebates for 60
per cent of Albertans, and $662 million over three years to support energy efficiency projects.

AUMA has long advocated that municipalities receive financial support from the carbon levy
to support municipal climate change initiatives. AUMA is pleased with the $54 million over
five years for the Municipal Climate Change Action Centre, a partnership among AUMA, Rural
Municipalities of Alberta (previously known as AAMDC), and the Government of Alberta. This
funding focuses on greening municipal fleet, community generation projects, community
energy efficiency projects, and provide funding for solar and renewable energy options for
schools. Unfortunately, the budget is silent on AUMA'’s request for municipalities to receive a
rebate for the cost of the levy they incur in order to neutralize the financial impact of the levy.
AUMA plans to continue working with the provincial government on finding solutions to
mitigate this financial impact.

AUMA continues to call on the province to support municipalities impacted by the phasing
out of coal-fired electricity generation. The recent announcement provided approximately $5
million to support 12 projects in 17 communities. AUMA believes this is a good start to
support these communities, but not enough to transition these communities to a sustainable
future.

Education Property Tax

Between 2008 and 2016, the province increased education property taxes by an average of
6.5 per cent per year. This was partly driven by the government’s policy in 2013 to link the
amount of education property tax to be fixed at 32 per cent of provincial education operating
costs. In 2017, the province chose to freeze revenue from the education property tax and
AUMA is pleased that Budget 2018 will keep the education property tax at the 2017 level,
which will fund approximately 31 per cent of the education operating costs.
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Although the revenue level was frozen in the fiscal year, it will result in an increase on the
calendar year and an increase in mill rates in order to raise the same revenue. The residential/
farmland rate will increase from $2.48 to $2.56 per $1,000 of equalized assessment. The
non-residential rate will increase to $3.76 from $3.64 per $1,000 of equalized assessment.

Education Property Tax Requisition* ($ millions)

Fiscal year 2017-18 | 2018-19 | Change

Residential 1,492 1,492 0%
Non-Residential 954 954 0%
Total 2,446 2,446 0%
Calendar year 2017 2018 Change

Residential 1,493 1,516 1.54%
Non-Residential 939 929 -1.06%
Total 2,432 2,445 0.53%

*Sources: Alberta Treasury Board and Finance and Municipal Affairs

Distribution of Property
Tax (2016)

B Municipal

Provincial
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Budget 2018 - Fiscal Plan

Provincial Economic Outlook

Consolidated Budget 2018 — ‘Key Fiscal Metrics

The consolidated deficit will drop this
year to $8.8 billion with a forecasted
drop to $7.9 billion in 2019-20 and $7.0
billion in 2020-21.

This forecast is based on the WTI oil
price averaging US $59/bbl in 2018-19,
$60in 2019-20, and $63 in 2020-21.

Revenue: (billions of dollars)
$47 9B 2016-17 2017-18 201718 2018-19 2019-20 2020-21
° Actual Budget Forecast Estimate Target Target
Total Revenue 42.3 44.9 46.9 47.9 50.6 53.8
Consolidated Total Expense 531 54.9 55.9 56.2 57.8 59.8
E Risk Adjustment - (0.5) - (0.5) 0.7) (1.0
Xpense Surplus / (Deficit) (10.8) (10.5) (9.1) (8.8) (7.9) (7.0)

$56'2 B Other Key Metrics:

Capital / Other Non-financial Assets 49.4 52.7 52.0 53.8 553 56.8
Heritage Fund Year-end Balances 154 15.7 15.6 16.0 16.3 16.6
Consolidated Net Financial Assets / Net Debt (8.9) (22.6) (20.3) (30.5) (39.8) (48.2)
Deficit Net Debt to Nominal GDP Ratio 2.8% 7.0% 6.0% 8.7% 10.8% 12.4%
$8.8 B Source: Alberta Treasury Board and Finance

$8.8 Billion Deficit

16-17 17-18 18-19 19-20 20-21

Actual

Estimate | Targets

Source: Alberta Treasury Board and Finance

Energy and Economic Assumptions

2016-17 2017-18 201718 2018-19 2019-20 2020-21
Actual Budget  Forecast  Estimate Target Target

WTI Oil (USS/bbl)

47.93 55.00 54.00 59.00 60.00 63.00

Light-Heavy Differential (US$/bbl) 13.93 16.00 14.50 22.40 21.00 22.30
WCS@Hardisty (Cdn$/bbl) 44 67 51.30 50.40 46.00 48.80 50.90
Natural Gas (Cdn$/GJ) 2.01 2.90 1.90 2.00 2.20 240
Conventional Crude Qil Production (000s barrels/day) 431 416 449 461 468 466
Raw Bitumen Production (000s barrels/day) 2,549 2,906 2,855 3,163 3,302 3,462
Exchange Rate (US¢/Cdn$) ‘ 76.2 76.0 78.0 80.0 80.0 80.0
Real GDP (% change) (3.7) 2.6 45 2.7 25 2.4
Population (% change) 1.4 1.3 1.2 1.4 1.5 15

Source: Alberta Treasury Board and Finance
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Budget 2018 - Fiscal Plan (continued)

2018-2023 Provincial Capltal Plan Budget 2018 Capital Plan — Allocation by Envelope

The Budget 2018 Capital Plan includes (% of Total Capital Plan)

Health Facilities

$26.6 billion in projects over five years. & Equipment
17%
!

Climate Change,
Environmental
Protection &

Sustainability

7%

This is a reduction from the Budget 2017
Capital Plan, which included $29.5 billion .
in projects over four years. Mainienance

& Renewal
19%

A quarter of the 2018-19 capital plan is
dedicated to municipalities as outlined in
the Summary of Capital and Operating
Grants earlier in this document. What
follows highlights potential impacts to
municipalities in some of the other
funding envelopes.

Housing Other Capital

Envelopes
7%

As part of implementing the Provincial

i i M "
Affordable Housing Strategy, in September el — —_— Famiy, oo
i i s rt upports
2017 Alberta Seniors and Housing released uppo Spors s, Adult Education Houaing
a Capital Planning Framework, which eoreation 8 skl 2%

outlined the capital programs related to 1

the strategy. The 2018 Capital Plan provides information on funding that will be allocated to
each program, which is anticipated to total $504 million over the next five years. In 2018-19
the funding allocation is as follows:

e 545 million for the Family and Community Housing Development and Renewal to
facilitate major renovation, replacement and extension projects to government-
owned and/or supported affordable family and community housing operated under
the Alberta Housing Act or through long-term operating agreements.

e 520 million for the Affordable and Specialized Housing program to develop new
affordable housing projects that provide supportive social or health services for
Albertans with a focus on reducing homelessness and ensuring suitable housing is
available for populations with specialized needs.

e $3 million each year for the next three years for planning to support the identification
of capital projects and to complete the options analysis and other activities that clarify
the proposed project scope, schedule and budget allocation.

e $144 million in 2018-19 for the Seniors Housing Development and Renewal program
to facilitate major renovation, replacement and redevelopment projects at
government-owned and/or supported affordable independent and supportive seniors
housing operated under the Alberta Housing Act or through long-term operating
agreements.
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e $52 million for capital maintenance and repair for the preservation and maintenance
of existing government-owned and/or supported affordable housing operated under
the Alberta Housing Act or through long-term operating agreements.

e $1 million for the Indigenous Housing Capital Program, which there is limited
information available at this time.

e $3 million for the Infrastructure and Housing for Metis Settlements to fulfill
commitments made under the Long-Term Governance and Funding Agreement with
the Metis Settlements General Council.

Roads and Bridges

Targets for increased investment in roads and bridges have been delayed as evidenced in the
following chart:

2018-19
2017-18 Target/ 2019-20 2020-21 2021-22 2022-23
($ millions) Budget Budget Target Target Target Target
Budget 2017 450 507 559 588
Budget 2018 410 380 380 560 560

The capital plan includes investment in the completion of existing projects such as the Gaetz
Ave-Highway 2 project at Red Deer, the Highway 2-Peace River Bridge, the Grande Prairie-
Highway 43X bypass, the Highway 15 bridge at Fort Saskatchewan, and the Southwest
Calgary Ring Road.

It also includes $131 million in 2018-19 for “highway twinning, widening and expansion,” but
does not provide details on which highways are included. The list of unfunded capital
projects includes a number of highway projects that met the priority criteria but will not
receive funding this year. This includes work to reduce congestion and address increased
trucking on Highway 3.

Access to Health Care

The province is investing $4.6 billion over five years in capital projects related to health care.
This includes the new hospital in Edmonton, the Calgary Cancer Centre, the Norwood Long
Term Care Facility, and the Edmonton Clinical Laboratory Hub. During AUMA’s 2017
Convention, members adopted a resolution calling on the province to reinstate the
expansion of the Red Deer Regional Hospital to the capital priorities list. The capital budget
does include $1 million for capital planning for the Red Deer region but does not set aside any
additional funding for subsequent years.

Schools

The capital plan includes $393 million for 20 new school projects, including seven new
schools, seven replacements, three modernizations, one addition to an existing school, and
two projects that have been approved for design. The new schools will address pressures in
urban areas of Edmonton, Calgary, Grande Prairie, and Lethbridge, while the replacement
schools will be located in Delia, Provost, Tilley, Brooks, St. Albert, Stony Plain, and Camrose.

12| Page



Based on a resolution adopted by members in 2015, AUMA has been advocating for the need
for municipalities to be better engaged in the planning process for new schools.

Budget 2018 - Fiscal Plan
Overall expenditures

Keeping on pace with previous years, health, education and social services account for more
than 70 per cent of the province’s spending.

Health continues to be the largest budget, with expenses estimated at $22.1 billion, an
increase in budget of 2.7% in 2018-19. Key investments include hundreds of continuing care
beds, which will help support the shift to community-based care, as well as $87 million
budgeted for addictions and mental health.

Education’s expense is budgeted at $8.4 billion in 2018-19, which represents a 1.7% increase.
The budget will fully fund the expected enrolment growth across the province.

Advanced Education’s expense is budgeted

at $6.1 billion in 2018-19, which includes Expense as a percentage of total
extending the tuition freeze into a fourth provincial expenditures
consecutive year. This represents a 2.5 per Other

cent increase over Budget 2017. programs

Community and Social Services’ expense is 22:12?:; Health
budgeted at $3.7 billion, which represents a 28% 39%
9.9 per cent increase over 2017-18. Included

in the budget is $1.3 billion allocated to the

delivery of disability service programs and Community (

$123 million budgeted for Community and Social

Supports and Family Safety, which includes Se;‘g/ces Advanc
0

$101 million for Family and Community Education Education
Support Services (FCSS). 1% 15%

Budget 2018 increases the Ministry of Children’s Services spending by 10.1 per cent to $1.5
billion.

Environment and Parks’ expense is reduced by 5.9 per cent to $526 million in 2018-19. This
will provide $107 million for parks, which will include funding to advance cooperative
management of Alberta’s Parks with Indigenous peoples, and developing new Alberta Parks
capital infrastructure through the Capital Management and Renewal Program.

Culture and Tourism'’s budget increases by 9.5 per cent to $381 million in 2018-19, which will
include $101 million for arts and cultural industries. The budget will also include $132 million
in funding through community grant programs, including the Community Facility
Enhancement Program, the Community Initiatives Program, and the Major Fairs Program.
Also included in the budget is $56 million for tourism development and marketing and $63
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million to ensure Albertans and visitors have continued access to our museums, archives and
historic resources.

Municipal Affairs’ budget is reduced by 32.9 per cent to $1.2 billion. The reduction in 2018-19
reflects the re-profiling of 2018-19 MSI to the 2017-18 fiscal year as well as the $152 million
reduction in Calgary and Edmonton’s MSI. Calgary and Edmonton will receive other funding
such as investments in light rail transit to offset their reduced share in MSI.

Infrastructure’s expense is budgeted at $670 million, which represents a 3.5 per cent decrease
from Budget 2017. Within the expenses, $595 million has been earmarked for the effective
and sustainable management of owned and leased space using asset management solutions.
The budget will also provide $49 million in funding for delivery of innovative and responsible
infrastructure solutions that meet current and future provincial needs.

Transportation expense is budgeted at $1.5 billion in 2018-19. This represents a 35.4 per cent
decrease in spending compared to Budget 2017 but a 13.5 per cent increase on spending in
2016-17. The 2018-19 budget includes $423 million for on-going provincial highway
maintenance and $667 million in capital grants. The capital grants are for priority municipal
public transit projects and critical drinking water and wastewater facilities. Additionally,
almost $35 million is committed to enhancing transportation safety.

Public sector compensation for 2018-19 is budgeted at $26.6 billion, which amounts to more
than half of total operating costs.

Next steps

Given what was not included in the budget, it is clear AUMA has more work to do, particularly
with respect to cannabis and revenue-sharing, and policing including reopening the Police
Act and updating the funding model. Of particular importance is getting clarification from the
province that adequate funding is included for the provincial portion of the Investing in
Canada Fund as this is needed for municipalities to have access to federal infrastructure
funding.
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