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“This is a budget that is ambitious in its drive for economic growth. This is a budget that is
courageous — tackling the out-of-control spending of previous administrations. This is a
budget that is compassionate — taking care of the most vulnerable and providing more
resources for families and children. This is a budget that is thoughtful, reasonable and
precise in its execution. And this is a budget that puts Alberta and Albertans first, at a time
when we are contending against a global campaign of misinformation and a federal
government that has campaigned against our province's vital economic interests.

“It is in this context that this budget has been crafted.”

Alberta Finance Minister Travis Toews
2019-20 budget speech

On 24 October 2019, Alberta Finance Minister Travis Toews tabled the province's fiscal
2019-20 budget. The budget contains several tax measures affecting individuals and
corporations.

The minister anticipates a deficit of $8.7b for 2019-20 and projects further deficits of $ 5.9b
in 2020-21 and $2.6b in 2021-22. A surplus of $0.6b is projected in 2022-23.

Following is a brief summary of the key tax measures.
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Business tax measures

Corporate tax rates

No changes are proposed to the corporate tax rates or the $500,000 small business limit.
Alberta’'s 2019 and 2020 corporate tax rates are summarized in Table A.

Table A - Corporate tax rates 2019-20

2019 2020

Federal and Federal and
Alberta Alberta combined Alberta Alberta combined

Small business tax rate* ** 2.00% 11.00% 2.00% 11.00%

General corporate tax rate*** 11.50% 26.50% 10.00% 25.00%

* The small business rate and the general corporate rate are based on a 31 December year-end.
** The federal small business rate was reduced from 10.00% to 9.00% effective 1 January 2019.

*** Alberta is gradually reducing the province's general corporate income tax rate from 12.00% to 8.00% by
2022. The general corporate tax rate is reduced to 11.00% effective 1 July 2019 and will continue to decrease
by 1.00% every 1 January until 2022.

Other business tax measures

The minister also proposed the following business tax measures:
Enhanced capital cost allowance (CCA) regime (to parallel federal measures) for new
capital assets to permit corporations to depreciate them more quickly for tax purposes.
Corporations will be able to immediately claim the full cost of manufacturing and
processing equipment and clean energy generation equipment. Corporations will also be
eligible to claim up to three times the normal first-year CCA rate related to other capital
investments. The resource sector will be able to claim a first-year deduction of one and a

half times the amount of qualifying development expenses. These measures begin to
phase out in 2023 and will be completely eliminated by 2027.

The elimination of five tax credits:

» Scientific Research and Experimental Development Tax Credit (SR&ED)
» The Alberta Investor Tax Credit (AITC)

» Community Economic Development Corporation Tax Credit (CEDTC)

» Capital Investment Tax Credit

» Interactive Digital Media Tax Credit
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The SR&ED credit will be eliminated starting in 2020, with expenses incurred after 31
December 2019 being no longer eligible.

For the other targeted credits, no new approvals will be granted after 24 October 2019.
Businesses already approved under the AITC or the CEDTC have until 31 December 2019
to raise capital for these credits. Corporations and individuals will still be able to claim
any unused credits, where applicable.

Personal tax

Personal income tax rates

The budget does not include any changes to personal income tax rates.
The 2019 and 2020 Alberta personal tax rates are summarized in Table B.

Table B - Alberta personal tax rates 2019-20

First bracket Second bracket Third bracket Fourth bracket Fifth bracket
rate rate rate rate rate
SO to $131,221to $157,465 to $209,953 to Above
$131,220 $157,464 $209,952 $314,928 $314,928
10.00% 12.00% 13.00% 14.00% 15.00%

For taxable income in excess of $209,952, the 2019 combined federal-Alberta personal

income tax rates are outlined in Table C.

Table C - Combined federal and Alberta 2019 personal tax rates

Bracket Ordinary income* Eligible dividends Non-eligible dividends
$209,953 to $210,371 43.00% 24.81% 36.55%
$210,372t0 $314,928 47.00% 30.33% 41.15%

Above $314,928 48.00% 31.71% 42.30%

*The rate on capital gains is one-half the ordinary income tax rate.

Personal tax credits

This budget proposes changes to the following personal credits/amounts:
Alberta will pause the indexation of non-refundable tax credits and tax bracket
thresholds, with the 2019 amounts carried forward for the 2020 and future tax years.

Alberta will resume indexing the tax system once economic and fiscal conditions can
support it.
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Alberta will eliminate education and tuition tax credits beginning with the 2020 taxation
year. Alberta students will still be able to claim amounts earned prior to 2020.

The dividend tax credit for dividends paid out of income taxed at the general corporate
income tax rate (eligible dividends) will be adjusted on 1 January 2021 and then again on
1 January 2022, corresponding with the legislated reductions to the general corporate
income tax rate.

Other personal tax measures

Introduction of the New Alberta Child and Family Benefit (ACFB) - The ACFB replaces the
Alberta Family Employment Tax Credit and the Alberta Child Benefit with a single
program. The ACFB includes both a base component and a working component with
combined benefits increasing to a maximum of $5,120, subject to certain family income
limits. The ACFB will be paid out quarterly and the amounts are non-taxable.

Canada Workers Benefit (CWB) - Alberta will reconfigure the CWB to better align with the
existing income support program and to shift slightly more benefits to single individuals

without children recognizing that the ACFB will provide additional benefits to families with
children.

Other tax measures

Tourism levy

The government intends to bring forward legislation in spring 2020 to level the playing field
on short-term rentals offered through online marketplaces.

Tobacco tax
The tax on a carton of 200 cigarettes will be increased $5 to $55 per carton effective
12:01 a.m. on 25 October 2019. Tax on other tobacco products such as loose tobacco and

cigars will be increased by the same proportion.

The government also announced that it will explore the best approaches for implementing a
tax on vaping products, with more details to come in the 2020 budget.

Education property tax

Education property tax rates will be frozen in 2019-20.

Support for Alberta’s film industry

It was announced during the budget that the government will transform the way support is

currently provided to Alberta’s film industry by issuing payments through the income tax
system beginning in spring 2020.
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Learn more

For more information, please contact your EY or EY Law advisor or one of the following

professionals:
Calgary

Greg Sherloski
+1 403 206 5355 | greg.j.sherloski@ca.ey.com

Greg Boone
+1 403 206 5306 | greg.boone@ca.ey.com

Dean Radomsky
+1 403 206 5180 | dean.w.radomsky®ca.ey.com

Edmonton

Derek Alty
+1 780638 6610 | derek.g.alty@ca.ey.com

Dustin Burbank
+1 780 441 4673 | dustin.burbank@ca.ey.com

Sanjaya Ranasinghe
+1 780 441 4692 | sanjaya.ranasinghe®ca.ey.com

And for up-to-date information on the federal, provincial and territorial budgets, visit

ey.com/ca/Budget.
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About EY

EY is a global leader in assurance, tax, transaction and
advisory services. The insights and quality services we
deliver help build trust and confidence in the capital markets
and in economies the world over. We develop outstanding
leaders who team to deliver on our promises to all of our
stakeholders. In so doing, we play a critical role in building a
better working world for our people, for our clients and for
our communities.

EY refers to the global organization and may refer to one or
more of the member firms of Ernst & Young Global Limited,
each of which is a separate legal entity. Ernst & Young
Global Limited, a UK company limited by guarantee, does
not provide services to clients. For more information about
our organization, please visit ey.com.

About EY's Tax Services

EY's tax professionals across Canada provide you with deep
technical knowledge, both global and local, combined with
practical, commercial and industry experience. We offer a
range of tax-saving services backed by in-depth industry
knowledge. Our talented people, consistent methodologies
and unwavering commitment to quality service help you
build the strong compliance and reporting foundations and
sustainable tax strategies that help your business achieve its
potential. It's how we make a difference.

For more information, visit ey.com/ca/tax.

About EY Law LLP

EY Law LLP is a national law firm affiliated with EY in
Canada, specializing in tax law services, business
immigration services and business law services.

For more information, visit eylaw.ca.

About EY Law's Tax Law Services

EY Law has one of the largest practices dedicated to tax
planning and tax controversy in the country. EY Law has
experience in all areas of tax, including corporate tax,
human capital, international tax, transaction tax, sales tax,
customs and excise.

For more information, visit http://www.eylaw.ca/taxlaw
© 2019 Ernst & Young LLP. All Rights Reserved.
A member firm of Ernst & Young Global Limited.

This publication contains information in summary form, current as of
the date of publication, and is intended for general guidance only. It
should not be regarded as comprehensive or a substitute for
professional advice. Before taking any particular course of action,
contact EY or another professional advisor to discuss these mattersin
the context of your particular circumstances. We accept no
responsibility for any loss or damage occasioned by your reliance on
information contained in this publication.
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