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Public Accounts 2005-06

The Public Accounts of Alberta are prepared in
accordance with the Financial Administration

Act and the Government Accountability Act. The
Public Accounts consist of the annual report of the

Government of Alberta and the annual reports of each
of the 24 Ministries.

The annual report of the Government of Alberta
released June 26, 2006 contains the Minister of
Finance’s accountability statement, the consolidated
financial statements of the province and a comparison
of the actual performance to desired results set out in
the government’s business plan, including the Measuring
Up report.

This annual report of the Ministry of Innovation and
Science contains the Minister’s accountability statement,
the audited consolidated financial statements of the
Ministry and a comparison of actual performance to
desired results set out in the Ministry business plan.
This Ministry annual report also includes:

The financial statements of entities making up the
Ministry including the Department of Innovation
and Science and provincial agencies for which the
Minister is responsible.

Other financial information as required by the
Financial Administration Act and Government
Accountability Act, either as separate reports or as a
part of the financial statements, to the extent that the
Ministry has anything to report.
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Minister's Accountability Statement

The Ministry’s Annual Report for the year ended
March 31, 2006, was prepared under my direction in
accordance with the Government Accountability Act
and the government’s accounting policies. All of the
government’s policy decisions as at September 1, 2006
with material economic or fiscal implications of which
[ am aware have been considered in the preparation of
this report.

[Original Signed]

George VanderBurg
Acting Minister of Innovation and Science
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Message from the Minister

Alberta’s strong economic growth creates high
demand for new products and services to respond
to development and market opportunities — a
demand for innovation. The Government of Alberta
recognizes that innovation depends on several
critical inputs, and it is this Ministry’s job to ensure
some of those inputs are provided.

In the past year, with the support and advice of the
Alberta Science and Research Authority, Ministry
staff engaged in key activities to support research,
encourage investment and attract the people
needed to build a diverse and globally-competitive
economy. Specifically, the Ministry has:

e Created two new research institutes, the
Alberta Life Sciences Institute and the
Alberta Information and Communications
Technology Institute.

Focused resources in areas of economic
opportunity, including clean coal technology,
carbon dioxide capture and storage, hydrocarbon
and bitumen upgrading, bio-energy, information
and communications technology, agri-foods and
bioproducts.

Built valuable research partnerships and
networks with private companies, such as IBM,
Hewlett-Packard, Varian Inc., Roche Molecular
Diagnostics and Roche Pharmaceuticals, and
organizations in other countries, including
Finland, Korea and China, to enhance research
and commercialization.

Raised Alberta’s profile in the province’s priority
sectors: energy, information and communications
technology and life sciences; through Innovation
and Investment Week, the Alberta Science and
Technology Leadership Foundation Awards,
participation in the world’s largest biotech
conference in Philadelphia, and missions to
California and China.

e Attracted and retained highly-qualified people
through iCORE, Alberta Ingenuity and the
Alberta Heritage Foundation for Medical
Research. iCORE established three new industry
chairs and research clusters this year.

The Ministry’s research capacity-building
programs provided 23 projects with $3.4 million.

These activities, and the many more outlined in
this report, put Alberta in a better position to
unleash innovation, which is a key pillar of the
government’s plan to maximize the province’s
potential in the global economy. This means

that our researchers, academic institutions and
businesses are able to pursue innovations that will
increase Alberta’s prosperity, improve our quality
of life and guide sustainable development for

the future.

The government’s commitment and its actions to
achieve these goals are reinforced by the many
institutions and industry partners that support
critical activities. To them, and the staff of Alberta
Innovation and Science, I extend my thanks and
congratulations.

[Original Signed]

George VanderBurg
Acting Minister of Innovation and Science
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The Ministry of Innovation and Science includes:
e Department of Innovation and Science

e Alberta Science and Research Authority

e Alberta Research Council Inc.

e iCORE Inc.

The executives of the individual entities within
the Ministry have the primary responsibility

and accountability for the respective entities.
Collectively, the executives ensure the Ministry
complies with all relevant legislation, regulations
and policies.

Ministry business plans, annual reports,
performance results and the supporting
management information are integral to the
government’s fiscal and business plans, annual
reports, quarterly reports and other financial and
performance reporting.

Responsibility for the integrity and objectivity

of the consolidated financial statements and
performance results for the Ministry rests with

the Minister of Innovation and Science. Under the
direction of the Minister, I oversee the preparation
of the Ministry’s annual report, including
consolidated financial statements and performance
results. The consolidated financial statements

and the performance results, of necessity, include
amounts that are based on estimates and judgments.
The consolidated financial statements are prepared
in accordance with the government’s stated
accounting policies.
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Management’s Responsibility for Reporting

As Deputy Minister, in addition to program
responsibilities, I establish and maintain the
Ministry’s financial administration and reporting
functions. The Ministry maintains systems of
financial management and internal control, which
give consideration to costs, benefits, and risks that
are designed to:

* Provide reasonable assurance that transactions
are properly authorized, executed in accordance
with prescribed legislation and regulations,
and properly recorded so as to maintain
accountability of public money.

Provide information to manage and report
on performance.

Safeguard the assets and properties of the
province under Ministry administration.

Provide Executive Council, Treasury Board,

the Minister of Finance and the Minister of
Innovation and Science any information needed
to fulfill their responsibilities.

Facilitate preparation of Ministry business
plans and annual reports required under the
Government Accountability Act.

In fulfilling my responsibilities for the Ministry, I
have relied, as necessary, on the executives of the
individual entities within the Ministry.

[Original Signed]

Bob Fessenden
Deputy Minister
September 1, 2006




Overview

Vision

Alberta prospers through innovation.

Core Business

The Ministry 2005-08 business plan lists one core
business — innovation.

Ministry activities contribute to “Unleashing
Innovation”, a key area of opportunity identified in
Today’s Opportunities, Tomorrow’s Promise, the
government’s 20-year strategic plan.

Activities in 2005-06 helped the Government of
Alberta meet its goals and targets for:

e Accelerating innovation in Alberta, with
emphasis on increasing commercialization of
research, and industry growth.

Building the capability and capacity of the
research system.

Building research excellence in the priority areas
of energy, information and communications
technology (ICT) and life sciences.

Encouraging and supporting innovation within
the Government of Alberta.

Key Accomplishments in 2005-06

The Minister of Innovation and Science is responsible
for the administration of legislation relating to the
Alberta Heritage Foundation for Medical Research
(AHFMR) and the Alberta Heritage Foundation

for Science and Engineering Research (operating
under the trade name Alberta Ingenuity). The key
accomplishments of these foundations are included
in the section of this report titled “Information on
Alberta Heritage Foundations.”

e The Ministry received a one-time budget
allocation of $30.0 million to extend AVAC
Ltd. services to the key growth sectors of ICT,
life sciences and industrial technology. These
services will increase the rate of technology
adoption in these sectors and contribute to the
growth and success of Alberta’s high-technology
industries. The prime role of AVAC Ltd. is to help
access investment capital for value-added ideas
and innovations.

Innovation and Science supported activities
during Innovation and Investment Week to spur
investment in Alberta innovations. Activities
included a private equity event for potential
investors, the largest-ever Banff Venture Forum,
the first Alberta Life Technologies investor forum,
and a Western Canada Angel Presidents” Forum.

Fourteen Government of Alberta departments
and organizations were awarded Innovation
and Service Excellence Program funding support
totaling close to $32.0 million over a three-year
term to undertake 35 projects that will enhance
service delivery to Albertans or accelerate the
application of innovation in Alberta. During the
2005-06 fiscal year, $5.1 million was allocated
to recipients.

Alberta Innovation and Science Annual Report 2005-06 9




e Innovation and Science built research

partnerships and networks with private
companies such as IBM, Hewlett-Packard, Varian
Inc., Roche Molecular Diagnostics and Roche
Pharmaceuticals, and organizations in other
countries including Finland, Korea and China, to
enhance research and commercialization.

The Ministry provided over $3.4 million to

23 research projects across the province through
the Small Equipment Grants Program reported
under the auspices of the Alberta Science and
Research Investments Program. Projects included
a state-of-the-art laboratory for research to
improve detection of atmospheric pollutants,

a three-dimensional virtual reality surgical
planning system for treating lung cancer and
equipment to assist plant pathology researchers
understand disease in canola.

The Alberta Energy Research Institute (AERT)
worked with seven industry partners to promote
a Hydrocarbon Upgrading Demonstration and
Training Facility, which will lead to innovations
in upgrading bitumen to high-value oil, refined
products and chemicals.

The Alberta Research Council Inc. (ARC),
AERI and several industry partners funded the
$1.2 million Optimization of Enhanced Gas
Recovery project to research and develop a
technique for recovering gas from the province’s
mature, deep gas pools that cannot be recovered
using current methods.

AERI also examined the development of
alternate energy sources, specifically the use
of geothermal heat in the production of oil
sands and the generation of electricity from
municipal waste.

10 Alberta Innovation and Science Annual Report 2005-06

¢ The Ministry provided $1.2 million to the

University of Lethbridge for the Alberta
Terrestrial Imaging Centre. This centre is
North America’s primary receiving and
distribution station for images taken with
SPOT satellite technology.

iCORE established three industry chairs:
multimedia, computer process control, and
quantum cryptography and communication
research. It also created three new areas of
research focus: wireless networks, intelligent
software systems and new architectures including
nanotechnology and quantum computing.

The Alberta Agricultural Research Institute
(AARI) provided funding for the newly
established Oil and Lipids Centre at the
University of Alberta which helped to attract
significant investment from industry and the
federal government to this initiative. The world’s
largest team of lipid utilization scientists will
work in state-of-the-art facilities to develop new
food uses (e.g. low trans-fat foods) for oilseed
crops like canola and flax as well as non-food
uses such as bio-lubricants, bio-hydraulics,
specialty chemicals and bio-plastics.

AARTI along with the Alberta Livestock Industry
Development Fund and industry partners
established a Livestock Genomics Program to
improve market value for products, reduce costs,
solve health issues and improve product tracing
in the livestock industry.




Highlights

Performance Measures

e Investments by the Government of Alberta
(GOA) to support innovation totalled
$389.9 million and amounted to 1.6 per cent
of total expenditures. Expenditures on activities
supporting innovation are increasing. These
investments in research, development and
innovation are important components that
support the overall strategies of the provincial
government. The growth of investments
in innovation demonstrates government’s
commitment to achieve long-term prosperity.

Alberta’s research system remains strong as
demonstrated by the level of sponsored research
revenue at Alberta universities — $650.5
million, exceeding the target of $606.0 million.
The increase is, in part, attributable to capital
investments by the Government of Alberta

in large-scale research facilities at Alberta
universities. Sponsored research funding has
nearly doubled since 2000-01, reflecting
Alberta’s success in garnering research awards
and new investments.

The Alberta Energy Research Institute was
instrumental in establishing the Energy
Innovation Network (EnergyINet) as a national
entity in 2005. EnergyINet now includes

19 organizations exceeding the target of 10
organizations for 2005-06. This is due to the
high interest in this initiative shown by the
private sector, Alberta government departments
and other levels of government across Canada.
In addition, some companies from outside of the
energy sector have also joined EnergyINet.

iCORE Inc. exceeded its target for 23 active
research chairs by one, as chair renewals for

the past year were higher than expected. There
were 105 new awards to graduate students in
2005-06 (target was 80) and 263 active graduate
students attracted to and retained in Alberta by
1CORE support (target was 200).

Financial Performance

Spending was within approved targets and directed
to the Ministry’s core business. Expenses for the
Ministry totalled $199.1 million for 2005-06.
Significant programs within Innovation and
Science included:

¢ $61.4 million for Alberta Research Council Inc.

¢ $30.0 million for a one-time budget allocation
to extend AVAC Ltd. services to the key
growth sectors of ICT, life sciences and
industrial technology.

$32.0 million for the Alberta Science and
Research Investment Program as well as
Science Awareness.

$15.4 million for life sciences research.
$14.3 million for energy research.

$11.3 million for iCORE Inc. to build research
capability in ICT.

$5.1 million for the Innovation and Service
Excellence Program to encourage innovation
within the Government of Alberta.

$4.9 million to facilitate technology
commercialization.

$4.3 million to facilitate emerging opportunities.

$3.8 million to facilitate information and
communications technology research.

Equipment and Inventory Purchases for the
Ministry totalled $8.1 million for 2005-06,
including $1 million for the Innovation and Service
Excellence Program and $6.7 million for ARC for
research equipment and construction.

Alberta Innovation and Science Annual Report 2005-06 11




Summary of Key Activities in the e Facilitated an agreement between TRLabs and

Past Year

Goal 1: Accelerate Innovation

Investments in research lead to innovative ideas,
products and processes that, if commercialized
in Alberta, have the potential to yield significant
economic and social benefits for the province.

Generating Innovation
Department of Innovation and Science:

e Supported a Memorandum of Understanding
(MOU) between The Banff Centre and
Cyberport of Hong Kong. The MOU will foster
collaboration within the digital media sector
between small and medium-sized enterprises in
Hong Kong and Alberta in the areas of research
and development, scientific and professional
exchange, education and training, and
partnerships.

Launched the E-Health Industry Project at the
Foothills Hospital (University of Calgary) under

South Korea’s iPark Silicon Valley that will
allow Korean companies to use TRLabs and
SuperNet infrastructure to incubate and pilot
new technologies.

Held the first Technology Forum focused on life
sciences, ICT and advanced materials between
Alberta, the Korean Ministry of Science and
Technology and the Province of Gangwon, in
Gangwon-do, Korea. The forum flowed from

a letter of intent on research and development
cooperation between the Ministry and the
Department of Industry and Economy of the
Province of Gangwon, Korea.

Awarded Innovation and Service Excellence
Program funding of nearly $32.0 million to

14 Government of Alberta departments and
organizations. The funding supported 35 projects
that identified, developed or implemented
innovations to improve service delivery to
Albertans or accelerated the use of innovations in
the province.

the Western Economic Partnership Agreement Promoting Commercialization

(WEPA). In this project, companies, researchers
and health practitioners will help to identify,

Department of Innovation and Science:

develop and test new e-health products and  Supported a number of Alberta Innovation and

services. The Ministry and WEPA funds will
support a service component of this project,
which includes showcasing the physical space,
video conferencing facilities, and research and
development test-bed incubator space.

Developed a joint project for the Calgary/Oulu
Corporate Health and Wellness Project under
an existing MOU with Finland to assess the
effectiveness of using monitors to raise the
fitness performance of corporate employees.
The project grew out of a mission to the United
Kingdom, Sweden and Finland by the Ministry,
Foothills Hospital and Dynastream Innovations
Inc. A Finnish proposal for joint research on
wireless hospital interoperability standards will
also be explored.

12 Alberta Innovation and Science Annual Report 2005-06

Investment Week activities:

o Sponsored the largest-ever Banff Venture
Forum attended by 280 local and
international investors, presenting companies
and government officials. The forum
showcased 25 exceptional western Canadian
high-tech companies, examined key issues
in the industry and provided a premium
networking opportunity.

Sponsored the first Alberta Life Technologies
Investor Forum showcasing Alberta’s
biotechnology and medical-device investment
opportunities. Ninety local and international
venture capital and angel investors,
government officials and executives from
Alberta’s life sciences companies attended.




Hosted a private equity event that looked
at the various vehicles available for private
equity investment in Alberta and how the
government can influence the private equity
environment. Seventy-five people attended
including investors from the United States

and Alberta.

Sponsored a Western Canada Angel
Presidents’ Forum to build relationships
between western angel investor organizations
and to discuss best practices in running a
successful angel group. Panel discussions
covered a variety of topics including current
trends in angel investing, introductions to
angel organizations, due diligence, valuations
and syndication.

Received a one-time budget allocation of

$30.0 million to extend AVAC Ltd. services

to the key growth sectors of ICT, life sciences
and industrial technology. This will allow new
businesses in these sectors to access AVAC’s
managerial and financial assistance services,
increase their rate of technology adoption, and
contribute to the growth and success of Alberta’s
high-technology industries.

Alberta Research Council Inc.:

e Worked with 780 customers and partners,

and managed 121 active licensing agreements
during the fiscal year 2005-06. Over 40 Alberta
companies grew their businesses using technology
developed in collaboration with ARC.

Received $2.4 million in royalties, licensing
fees and product sales from the deployment of
technology. During the last seven years, ARC
generated more than $22.0 million in royalties,
licensing fees and product sales.

Maintained an intellectual asset portfolio
consisting of 102 technologies that were protected
by patent families. In addition, ARC managed

32 technologies on behalf of the Alberta

Energy Research Institute and 15 for C-FER
Technologies. ARC was granted 10 patents.

Incorporated Innoventures Canada (I-CAN),
along with the Centre de Recherche Industrielle
du Québec, the Manitoba Industrial Technology
Centre and the Saskatchewan Research

Council. I-CAN provided facilities and expertise
for prototyping, product development and
commercialization to help improve the innovative
performance of Canadian companies, especially
small and medium-sized enterprises.

(. . : .
Did you know ... the province of Alberta has been twinned with the
Chinese province of Heilongjiang for 25 years?

This long-standing relationship has proved valuable for many
municipalities and sectors within Alberta. In January 2006, the launch of
the new Alberta-Heilongjiang, Harbin Institute of Technology Research
Innovation Centre marked the latest Alberta-Chinese collaborative
initiative in the ICT sector.

http://www.iir.gov.ab.ca/international_relations/documents/Heilongjiang-2005. pdf

\http://www.gov.ab.ca/acn/200601/1 9289D3FF04BB-F5D9-8F2C-5865343AAE70F1FB.html .
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Goal 2: Build research capacity in areas
of strategic priority

Basic research, ideas and highly-qualified people
are the foundation of the innovation system. Strong
research capability at Alberta’s universities, colleges
and technical institutes is a critical building block
for the future.

Research Capability and Capacity
Department of Innovation and Science:

* Directed over $3.4 million to 23 research
initiatives across the province through the Small
Equipment Grants Program. Projects included:

o A state-of-the-art laboratory for research at
the University of Lethbridge with equipment
to improve the detection of atmospheric
pollutants such as leaks in transmission and
distribution pipelines.

o A three-dimensional virtual reality surgical
planning system for treating lung cancer at
the University of Calgary. The system has the
potential to be a platform for other surgical
procedures and training such as minimally
invasive robotics-assisted surgery.

Equipment to help plant-pathology
researchers at the University of Alberta
increase our understanding of how plant
pathogens cause disease in plants, with a
specific focus on improving disease resistance
in canola.

Committed $3.3 million over five years to the
Banff International Research Station in support
of internationally recognized research programs
spanning pure, applied, computational and
industrial mathematics, statistics and computer
science. More than 4,000 mathematicians and
scientists from 49 countries have participated in
workshops at the research station.

Received a total of 57 submissions from six
post-secondary institutions for the 2005-06
Alberta Science and Research Investments
Program. This program funds state-of-the-art
equipment for multi-disciplinary research in
areas of strategic priority to Alberta: energy, ICT
and life sciences.

/Did you know ... Alberta has Canada’s most powerful MRI scanner
for humans?

Researchers at the University of Alberta are developing a better
understanding of how some neurological and psychiatric disorders
affect the brain thanks to the enhanced images produced by the
nation’s most powerful magnetic resonance imaging (MRI)
human scanner — a 4.7 Tesla. Dr. Christian Beaulieu is using this
understanding to develop better detection and treatment strategies for
" stroke patients; Dr. Alan Wilman is studying the imaging benefits for
Parkinson'’s disease and depression.

\http://www.ahfmr.ab.ca/pubIications/newsletter/SpringOZ/spring.OZ/inside/brain.htm
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Science Awareness
Department of Innovation and Science:

* Hosted the 5th annual Science and Technology
Week, with the theme Imagine Your Future. With
a goal of encouraging Alberta youth to consider
careers in science and technology, activities
included online games and information on
research projects, careers and events happening
across the province.

Supported several science awareness and
promotional programs including the Science
Alberta Foundation, the Alberta Science Literacy
Association and SCIberMENTOR.

Alberta Research Council Inc.:

¢ Donated a collection of 6,500 insects to Olds
College to help educate students working on
pest control.

Goal 3: Accelerate innovation in the
energy sector

Energy, directly or indirectly, accounts for about
half of Alberta’s economy and contributes to more
than 25 per cent of the revenue of the Government
of Alberta. The Alberta Energy Innovation Strategy
aims to increase the value realized from the
province’s energy resources, improve environmental
performance and build a strong economy-now and
in the future.

EnergylINet
Department of Innovation and Science:

* Incorporated with the help of its partners,
EnergyINet as a not-for-profit corporation
under the Canada Corporations Act, Part 2
on August 5, 2005. It now operates as a fully
independent company with its own board of
directors and is establishing itself as a
nation-wide vehicle for collaborative research.

Carbon Dioxide (CO,) Management

Alberta Energy Research Institute:

e Worked with EnergyINet to support the
Western Canadian Fuel Cell Initiative, which
will investigate, evaluate and develop impure
hydrogen fuel cell technology and establish a
CO, management program. Research activities
focused on the geological sequestration of CO,
and included measurement, monitoring and
verification of CO, storage in a CO, enhanced
recovery pilot project.

Clean Coal/Carbon
Alberta Energy Research Institute:

e Based on identified technical and economic
gaps, the institute funded 10 multi-year
projects leading to the adaptation of clean
coal technology for Alberta’s needs. This work
involved collaboration between the University of
Alberta, the federal government, the major coal
and electricity companies in Canada, EnergyINet
and the Electric Power Research Institute in the
United States. The institute also participated in
the development of Canada’s Coal Technology
Roadmap and the related CO, Capture and
Storage Roadmap.

Bitumen Upgrading
Alberta Energy Research Institute:

e Worked with seven industrial partners
to promote a Hydrocarbon Upgrading
Demonstration and Training Facility. Studies
are underway to assess technologies with
breakthrough potential for upgrading bitumen to
higher value synthetic oil and refined products.
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o Continued collaboration with Nova Chemicals,
the University of Calgary and universities in
Germany and China on the conversion of oil
sands-derived heavy oils for petrochemical
production. In previous work, researchers

developed a new family of catalysts for the heavy

oil-cracking technology. In the current phase,
researchers will design a pilot plant and process

to be integrated into the Hydrocarbon Upgrading

Demonstration and Training Facility.

Provided support for the University of
Alberta’s Oil Sands Engineering Research
Chair leveraging funding with industry, the
federal government and the university. The
program will enhance industry’s ability to
meet the challenges associated with today’s
mined oil sands technologies as well as explore
technologies to reduce fresh-water use and
manage oil sands tailings.

Continued support for the National Centre for
Upgrading Technology which the Government
of Alberta and Natural Resources Canada
jointly fund to develop and maintain a
world-class centre of excellence for bitumen
upgrading in Alberta.

e Continued to partner with ARC and
twelve energy companies in the AERI/ARC Core
Industry program to develop and improve heavy
oil and bitumen recovery technologies.

Alternate and Renewable Energy

Alberta Energy Research Institute:

e With its partners, completed a feasibility
study and bench-scale testing on the use of
municipal waste to generate electricity at the
Edmonton landfill.

Provided technical analysis of project
applications submitted to the Alberta
Department of Energy’s Innovative Energy
Technologies Program. The Department of
Energy announced funding for 13 innovative
projects in November 2005.

Alberta Research Council Inc.:

e Continued pioneering early stage research
into a new process for increasing natural gas
production. The research is looking at using
micro-organisms to enhance coal bed methane
production and the regeneration of coal-stored
CO, into methane.

operated high-voltage fuel cell?

energy source.

http://www.nait.ca/fuelcell/what.htm

(. :
Did you know ... Alberta has Canada’s only 200 kW commercially

Located within the Northern Alberta Institute of Technology, this
self-contained energy system generates both electricity and heat

— electricity to supplement the Institute’s power needs and heat for

the Institute’s boilers and recreation facilities. A fuel cell is an emerging
source of alternate energy that produces clean and quiet heat and
power. A high-voltage fuel cell has never before been used as a primary

/
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Goal 4: Accelerate innovation in the ¢ Provided $1.2 million to the University of
information and communications Lethbridge for the Alberta Terrestrial Imaging
technology sector Centre. This centre is North America’s primary
receiving and distribution station for images
taken with SPOT satellite technology-images
that improve the information available for
decisions related to emergency response, pipeline
monitoring, pine beetle containment and
watershed research.

Information and communications technology (ICT)
is vital to Alberta’s economic future and will play

a key role in improving all sectors of the Alberta
economy. Attracting a critical mass of outstanding
researchers and students in related disciplines
strengthens Alberta’s ICT sector.

1CORE Inc.:

e Funded a new Institute for Biocomplexity and
Informatics at the University of Calgary that will

* Established the Alberta ICT Institute (AICTI) focus on new ways to treat cancer. The institute
to provide strategic advice and leadership to will use computing resources to test theories on

accelerate the growth and prosperity of the cell growth, division and differentiation.
province’s ICT sector and related activities.

Encouraging Innovation

Department of Innovation and Science:

Established and opened the Alberta-
Heilongjiang, Harbin Institute of Technology
Research Innovation Centre in Harbin, China.
The centre will be focused on data technology
and knowledge development.

Helped establish and fund the University of
Alberta’s Joint Research Labs project with the
China Ministry of Science and Technology, which
will focus on nanotechnology, environment and
energy research.

. . N
Did you know ... Alberta may soon be able to use carbon dioxide to
simultaneously reduce global warming and increase oil production?

The PennWest enhanced oil recovery pilot project in central Alberta is
testing new technologies for the underground storage of carbon dioxide
produced from large industrial plants. The capture and storage of
carbon dioxide may lead to lower greenhouse gas levels and may also
make it easier to extract more oil and gas from underground reservoirs,
helping to sustain fossil fuels for the long-term.

http://www.aeri.ab.ca/index.cfm
http:pennwest.com/operations/crude_pembina.html

/
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Technology Development and
Commercialization

Department of Innovation and Science:

e Established a partnership agreement with
Hewlett Packard, all Alberta universities and
The Banff Centre on collaborative research. Over
the past year, a number of research initiatives
developed from this agreement including:

o Establishment of a high-performance
computing data centre and research program
at the University of Calgary. The Department
of Innovation and Science will provide the
university with up to $1.4 million of the
estimated $6.0 million in costs.

o Establishment of a research project to
develop new nanosensors for medical and
environmental detection applications at the
National Institute for Nanotechnology. The
estimated value of the research project is
$1.7 million. The Department of Innovation
and Science will provide $685,000 for
development costs.

Establishment of a tele-immersion research
project to develop the next generation of

3D video conferencing technology by the
University of Alberta. This technology could
eventually be used to enhance the quality

of research and educational collaboration
throughout Alberta using SuperNet and
other networks. The estimated value of the
research project is $693,000. The Department
of Innovation and Science will provide
$155,000 to the university for equipment and
development costs.

1CORE Inc.:

e Established research focus areas in wireless
networks, intelligent software systems and new
architectures (e.g. nanotechnology and quantum
computing). Potential topics are emerging in
bioinformatics and human-machine interfaces.

e Initiated a comprehensive ICT study to survey
the ICT market needs of the primary economic
sectors in Alberta (energy, agriculture, forestry,
health, education and telecommunications).

Business Growth and Investment Attraction
Department of Innovation and Science:

e Established a research agreement between IBM,
the University of Alberta and the department
to initiate the first research project at the newly
established Alberta IBM Center for Advanced
Studies. The Services Science Research Program
Launch Project will focus on areas where the
Alberta information technology industry can be
competitive in global markets. The Department
of Innovation and Science will provide $32,000
of the estimated $70,000 project costs to
the university.

1CORE Inc.:

e Initiated ongoing discussions with Alberta
Ingenuity, the Department of Innovation and
Science and other ICT-related organizations
such as TRLabs and Netera to ensure
collaboration and communication on strategic
investments in Alberta’s ICT research and
development capability.

High Quality People
1CORE Inc.:

e Established three new awards and renewed
six awards for a total of 24 active research
chairs, professors and industry chairs to
support strategic areas. The three new awards
(multimedia, computer process control, and
quantum cryptography and communication
research) involve industry partners-Suncor,
Matrikon, Castlerock Research and General
Dynamics. iCORE now has nine industry chairs
in addition to 15 research chairs and professors.
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Goal 5: Accelerate innovation in the life
sciences sector

Alberta is focusing on new initiatives in
bioproducts, health innovation, platform
technologies, sustainable production and
environmental technologies to support and
augment the agriculture, energy, environment,
forestry and health sectors of the economy,
improve all Albertan’s quality of life and build a
sustainable future.

Bioproducts Research
Department of Innovation and Science:

o Established the Alberta Life Sciences Institute to
provide leadership on research and technology
commercialization in health, agriculture, forestry,
water and the environment.

e Agreed to fund phase II of the Magnetic
Resonance Diagnostic Center at the University
of Alberta, jointly with Varian Inc. and the
University of Alberta, and to support the
commercialization of new diagnostic tests. The
Department of Innovation and Science will
provide $400,000 of the estimated $1.5 million
project costs.

Established the Alberta Transplant Institute
Applied Genomics Center at the University of
Alberta, along with Roche Molecular Systems
Inc. The multi-million dollar project will support
the commercialization of new diagnostic tests for
transplant patient-monitoring being developed by
the Genome Canada Transplant Transcriptome
project at the university.

Established Genome Alberta, with the support
of the Alberta Science and Research Authority
(ASRA), to lead Alberta’s efforts in genomics
research and innovation. The department
awarded $4.0 million to six successful Genome
Canada Competition III projects.

e Provided funding to the Alberta Synchrotron
Institute to secure synchrotron access for
Alberta’s protein researchers until relevant
beam-lines at the Canadian Light Source are
operational in 2008.

Provided support to BioProducts Alberta
through the joint federal and provincial Western
Economic Partnership Agreement. BioProducts
Alberta is a new non-profit corporation that
facilitates and promotes bioproducts research,
technology commercialization and industry
development.

Alberta Research Council Inc.:

® Hosted a workshop on Critical Issues in
Bioproducts Development for participants from
Alberta, Saskatchewan and Ontario in February
2006. Alberta Economic Development, the
Alberta Forestry Research Institute, Alberta
Sustainable Resource Development and Alberta
Research Council collaborated on the event,
which resulted in a shared knowledge base and
understanding of what is required to foster
the growth and development of Alberta’s
bioproducts industry.

Focused the research and development

capacity of its expanded Nutraceutical and
Pharmaceutical Services unit on the development
and growth of emerging life sciences companies.
The unit will support process development

and the production of bio-based products for
companies for non-regulated uses such as soil
inoculants and enzymes.

Teamed up with Natural Resources Canada
to create an online Biofuels Quality Registry.
Biodiesel producers and users will be able to
register on the ARC-hosted website and have
their products tested for quality. The results
will be entered into an accessible database and
will contribute to development of an industry
standard for biofuel analysis.
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Water Management
Department of Innovation and Science:

* Developed a water research strategy through
the Alberta Science and Research Authority, in
cooperation with the Alberta Water Council.
The strategy will support the development of
innovations that will help to implement the
government’s Water for Life strategy.

Agricultural Research
Department of Innovation and Science:

e Established the Livestock Genomics Program
with funding from key industry partners: the
Alberta Livestock Industry Development Fund
and the Alberta Agricultural Research Institute.
The program, which will be conducted through
the Institute for Food and Agricultural Sciences
Alberta (IFASA), will focus on finding genomic
solutions to:

o Increase the market value of meats and
ingredients derived from meats.

Reduce the cost of production of beef cattle.

Address animal health issues in diagnostics,
prevention and treatment.

Develop cheap and effective tools to trace

both live animals and cuts of meat from farm

to market.

Alberta Agricultural Research Institute:
e Invested in the Oil and Lipids Centre at the

University of Alberta that was established in
collaboration with Bunge Oils, Agriculture

and Agri-Food Canada and the Alberta Crop
Industry Development Fund. This $6.25 million
research program that will be conducted through
IFASA will house the world’s largest team of
lipid utilization scientists in state-of-the-art
laboratories and will revolutionize the use of
oilseed crops and animal fats.

Alberta Research Council Inc.:

e Released six new varieties of native plant

species suitable for reclaiming industrially
disturbed lands in Alberta’s Parkland region.
These grasses and legumes show superior
performance in the sandy soils common to that
eco-region. ARC is one of the few Canadian
organizations developing plant species for the
reclamation industry.

Led the Integrated Manure Utilization

System (IMUS) research team that received
the Outstanding Achievement in Applied
Technology and Innovation Award at the 2005
Alberta Science and Technology Leadership
Foundation Awards gala. ARC’s industry
partner, Highmark Renewables, received

the 2005 Emerald Award for environmental
stewardship in the small business category for
the IMUS project. The IMUS partners also
received the 2005 Growing Alberta Award for
environmental stewardship.

/Did you know ... about precision ranching?

e B N
T . of research into ‘precision ranching’. Dr. Mick Price and his University of
- ; .

Strategies to maintain healthy pastureland for cattle grazing is the aim

— | Alberta research team have created a three-dimensional digital model
; of the university’s ranch in east-central Alberta, mapping out every
' feature from the grass roots to the trees to the cattle. Dr. Price says
“We're trying to use modern electronic communications technology to
ensure the right animal is in the right place at the right time.”

\ http://www.innovation.gov.ab.ca/inv/sec/ursi/res_rep/doc/ASRIP_05_Annual%20Report.pdf (page 11)
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Forestry Research
Alberta Forestry Research Institute:

* Developed a strategic business plan for
2006-11 and focused on sustainable forest
management, value chain enhancement and new
products. The next fiscal year will see further
consultation with industry and other partners.

Initiated, together with the Alberta Agricultural
Research Institute and the Alberta Energy
Research Institute, a WEPA project to evaluate
existing technologies for biomass combined
heat and power generation. The partners

will select a technology bundle for a small to
medium scale demonstration project that will
lay the groundwork for a full-scale commercial
demonstration.

Alberta Research Council Inc.:

e Continued to work with industry and
government on the Alberta Biodiversity
Monitoring Program. ARC is collaborating
with the University of Alberta to test and refine
the design of protocols, develop products and
services that will aid land managers, and build
further support from government, industry and
non-government organizations.

Legislative and Policy Changes

Introduced the Alberta Science and Research
Authority Amendment Act, 2005 to establish the
Alberta Life Sciences Institute and the Alberta ICT
Institute. The Act came into force on December

1, 2005 and is now incorporated into the Alberta
Science and Research Authority Act.

Cross-Ministry Initiatives

Through cross-ministry initiatives, the Ministry of
Innovation and Science worked with other
ministries to ensure that programs and services
aligned with the government’s agenda and met
the priority needs of Albertans, without overlap
or duplication. In 2005-06, Ministry activities
supported key objectives in a number of
cross-ministry initiatives:

Leading in Learning and Skilled
Workforce Initiative

e Participated in initiatives to attract and retain
highly skilled workers and encourage Alberta
organizations to adopt the innovative technology
and business practices that will help them to
commercialize new technology and compete in
the world economy.

" 4

p
Did you know...the same technology used to save trees,
can save lives?

Using geomatics, Dr. Naser EI-Sheimy, from the University of Calgary,
has developed a real-time mapping system allowing firefighters to
better detect and contain forest fires. This same navigation sensor
I8 technology is now being combined with wireless communications
1 potentially allowing 911 emergency calls from a cell phone to be
geographically located anywhere on the globe.

\http://www.innovation.gov.ab.ca/inv/sec/ursi/res_rep/doc/ASRIP_OS_AnnuaI%2OReport.pdf (page 16)
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Economic Development and
Innovation Strategy

Championed the strategy with Economic
Development, Agriculture, Food and Rural
Development and other departments to
encourage collaboration between businesses,
communities, public institutions, stakeholders
and other levels of government to promote
economic development and innovation.

Other Cross Ministry Activities

Participated in ICT and Life Sciences

Sector Team initiatives and Trade Team
Alberta, working with regional economic
development agencies and other organizations
on collaborative projects and networking to
support emerging industries.

Worked with Economic Development,
International and Intergovernmental Relations
and other departments on incoming and
outgoing science and technology missions to
promote the Alberta Advantage globally and
to support initiatives that advance technology
commercialization and adoption in priority
value-added sectors.

Operational Overview

Government Reorganization

The Alberta Life Sciences Institute and the

Alberta ICT Institute were made possible through
the Alberta Science and Research Authority
Amendment Act, 2005. The Act came into force on
December 1, 2005 and is now incorporated into the
Alberta Science and Research Authority Act.

Shares from iCORE Inc. and the Alberta Research
Council Inc. were transferred from the Alberta

Science and Research Authority to the Crown
effective April 1, 2005.

The charts and descriptions in this overview reflect
the Ministry structure as of March 31, 2006.
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Overview of Key Boards and Agencies

Key Boards and Agencies (as of March 31, 2006)

Minister of
Innovation and

Science
Alberta

Science and
Research
Alberta Authority
Heritage Alberta
Foundation .
for Medical [fj "™9e"1Y
Research

Alberta Alberta Alberta Alberta
. Alberta
Life Agricultural Forestry Energy ICT
Sciences Research Research Research
Institute Institute Institute Institute

Alberta
Research

Council Institute

Department of
Innovation and
Science
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Alberta Science and Research Authority
(ASRA)

ASRA is a provincial corporation comprised

of members of Alberta’s academic, business

and research communities, appointed by the
provincial Cabinet. ASRA’s mission is to enhance
the contribution of science and research to the
sustainable prosperity and quality of life of all
Albertans. In order to fulfill this mission, ASRA
functions as the senior science and research
advisory body to the Government of Alberta.
ASRA includes:

Alberta Life Sciences Institute.

Alberta Agricultural Research Institute.
Alberta Forestry Research Institute.
Alberta Energy Research Institute.

Alberta Information and Communications
Technology Institute.

Alberta Life Sciences Institute (ALSI)

ALSI is an unincorporated board comprised of
representatives from industry, academia and
government. It provides strategic direction, sets
priorities for research and monitors performance
on the expansion of the province’s bio-economy.

Alberta Agricultural Research Institute
(AARI)

AARI is an unincorporated board comprised
of representatives from industry, academia
and government. It provides strategic direction
in agricultural production and value-added
products research and development, and
coordinates investment in agricultural research
and development for the province.
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Alberta Forestry Research Institute
(AFRI)

AFRI is an unincorporated board comprised

of representatives from industry, academia and
government. It provides strategic direction for,
and encourages and supports private and public
investment in, the economic, environmental,
ecological and community sustainability of
Alberta’s forestry sector.

Alberta Energy Research Institute
(AERI)

AERI is an unincorporated board comprised

of representatives from industry, academia

and government. It provides strategic direction
to position Alberta for the future in energy
development and invests in research and
technology to enhance sustainable development
of the province’s abundant energy resources.

Alberta Information and Communications
Technology Institute (AICTI)

AICTT is an unincorporated board comprised
of representatives from industry, academia and
government which provides strategic advice and
policy recommendations to government, and
sets priorities for research. It will expand and
update the province’s existing ICT research and
innovation strategy and provide direction for
public investment in research and development
activities throughout the province.




Alberta Research Council Inc. (ARC)

ARC is a not-for-profit corporation owned by

the Government of Alberta, through the Ministry
of Innovation and Science. A board of directors
that includes representatives from the business

and research communities in Alberta governs the
corporation. ARC delivers innovative science

and technology solutions to meet the priorities of
industry and government in Alberta and beyond.
Integrated multi-disciplinary teams help customers
and partners take technologies from the laboratory
to the field, strengthening their competitiveness and
sustainability. ARC accelerates the development
and commercialization of products, processes and
services in the energy, life sciences, agriculture,
environment, forestry and manufacturing sectors.

iCORE Inc. (Alberta Informatics Circle of
Research Excellence)

iCORE is a not-for-profit corporation owned by
the Government of Alberta through the Ministry

of Innovation and Science. A board of directors
that includes representatives from the business

and research communities in Alberta governs the
corporation. iCORE is part of the Government of
Alberta’s strategy to develop the innovation-based
economy of the province by attracting world-

class ICT researchers and graduate students to
Alberta. iCORE invests in people — the highest
calibre research scientists capable of working on
fundamental and applied problems in informatics.
Access to research expertise and high quality
students provides Alberta’s traditional and emerging
industry sectors with the knowledge and human
resources needed to compete in the global economy.

Alberta Heritage Foundation for Medical
Research (AHFMR)

Established by the Government of Alberta in 1980,
AHFMR supports biomedical and health research
at Alberta universities, affiliated institutions and
other medical and technology-related institutions.
AHFMR is an independent body at arms-length
from, but accountable to, the government,
reporting through the Minister of Alberta
Innovation and Science.

AHFMR currently provides funding for over

600 researchers and researchers in training at

the province’s three main universities. AHFMR’s
commitment is to fund health research based on
international standards of excellence, carried out by
new and established investigators and researchers in
training. Total funding awarded by AHFMR since
1980 is in excess of $850 million.

Alberta Heritage Foundation for Science
and Engineering Research (operating as
Alberta Ingenuity)

Alberta Ingenuity is the trade name of the Alberta
Heritage Foundation for Science and Engineering
Research, established by the Government of
Alberta in 2000. It supports a balanced, long-
term program of science and engineering research
based in Alberta, to nurture the discovery of new
knowledge and encourage its application to benefit
Albertans. Alberta Ingenuity is an independent
body at arms-length from, but accountable to, the
government, reporting through the Minister of
Alberta Innovation and Science.
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Department of Innovation and Science (as of March 31, 2006)

Minister

Victor Doerksen
(780) 427-2294

Deputy Minister
Bob Fessenden
(780) 415-4744

Innovation

Assistant Deputy Implementation
Minister As&stgn} Deputy
Ron Dyck Minister Minister

(780) 427-4497 Mel Wong Ray Bassett
(780) 427-2084 (780) 427-2649

Research Policy and

Strategic Planning
Assistant Deputy

Corporate Services
Chief Financial Officer
Barry Devlin
(780) 415-8742

Communications Human Resources
Director Director
Anne Douglas Bonnie Nixon
(780) 422-1562 (780) 422-8165

Deputy Minister

The Deputy Minister provides leadership to the
department and advises the Minister. The Deputy
Minister also serves as the Chief Executive Officer

of ASRA.

Research

The Research Division works with the Alberta
Science and Research Authority and the five
research institutes to coordinate, support and
promote research and innovation in the energy,
ICT and life sciences (e.g. agriculture, forestry,
health) sectors. The Research Division includes
the following branches: Energy Research and
Development; Life Sciences Research and
Development (including forestry and agriculture);
and ICT Research and Development. These
branches work on cross-divisional initiatives, and
with other government departments and agencies
to support an integrated approach to research
and innovation.

Innovation Implementation

The overarching purpose of the Innovation
Implementation Division is to facilitate the creation
of successful new companies in key emerging
industries. The division focuses its efforts on four
primary areas of activity: technology development
services; business development services; enhanced
access to venture capital; and international
partnerships and investment.

Policy and Strategic Planning

The Policy and Strategic Planning Division supports
the Ministry in planning and policy development
and addresses legislative and regulatory issues. It
has two branches: Innovation Policy and Planning,
and University Research and Strategic Investments.

The Innovation Policy and Planning Branch
co-ordinates strategic and business planning,
develops performance measures and provides input
to cross-Ministry and federal/provincial/territorial
activities for the department. The branch also
supports strategic activities of the Alberta Science
and Research Authority.
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The University Research and Strategic Investment
Branch is responsible for the pre- and post-award
management of research capacity/equipment grant
programs and the Innovation and Service Excellence
Program. It also strategically coordinates with other
research partners on initiatives and investments to
build capacity and research excellence in Alberta.

Communications

The Communications Division provides timely,
strategic communications support and advice
(planning, consulting and technical guidance)
to the Minister, the department and the Alberta
Science and Research Authority on key issues,
policies and initiatives.

Communications works closely with other
provincial departments and other levels of
government, media, stakeholders, educational
institutions and others to inform Albertans about
the importance of innovation. The division
coordinates materials and messages that promote
Alberta’s capabilities and strengths, and informs
researchers, industry and others about initiatives
that foster innovation. Communications also
collaborates with public and private sector partners
to encourage youth to consider science and
technology careers.

Corporate Services

The Corporate Services Division supports the
Ministry in fiscal planning, financial reporting

and general corporate services while strategically
applying information management practices and
information technology to the current and emerging
business needs of the department. Corporate
Services includes the Finance Division and the
Departmental Chief Information Office (DCIO).

The Finance Division provides strategic services in
the areas of fiscal planning, financial reporting and
general corporate services to the Ministry, ASRA,
various committees, ARC and iCORE. The goal
of the division is to work with business areas to
increase the effectiveness and efficiency of financial
management, reporting and accountability within
the Ministry.

The DCIO works to deliver innovative solutions
to optimize program delivery, improve the use
and management of information, and support
knowledge sharing and collaborative work.

Human Resources

The Human Resources Division provides
comprehensive delivery of strategic human
resources, generalist (operational) human resources
and organizational development to the Ministry.
Services include consultation with business areas
and development of a human resources plan that is
consistent with the Alberta Public Service human
resources plan and focused on:

Building capacity through leadership, and
learning and development.

Attracting and retaining quality and skilled
personnel.

Encouraging high performance and employee
engagement.

Maintaining employee and organizational
wellness.

Implementing effective and appropriate processes
and systems.

Keeping pace with best practices in people
management and leadership.
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Report of the Auditor General on the Results of Applying
Specified Auditing Procedures to Performance Measures

The official version of this Report
of the Auditor General, and the
information the Report covers, is
in printed form.

To the Members of the Legislative Assembly

Management is responsible for the integrity and objectivity of the performance results included in the
Ministry of Innovation and Science’s 2005-06 Annual Report. My responsibility is to carry out the
following specified auditing procedures on performance measures in the annual report. I verified:

Completeness

1.  Performance measures and targets matched those included in Budget 2005. Actual results are
presented for all performance measures.

Reliability

2. Information in reports from external organizations, such as Statistics Canada, matched information
that the Ministry used to calculate the actual results.

Information in reports that originated in the Ministry matched information that the Ministry used to
calculate the actual results. In addition, I tested the processes the Ministry used to compile the results
(see exceptions below noting errors and unexplained differences).

Comparability and Understandability

4. Actual results are presented clearly and consistently with the stated methodology and are presented on
the same basis as targets and prior years’ information.

As a result of applying the above procedures, I found errors and unexplained differences when I tested the
compilation of data in the Ministry’s Strategic Investment Research Database used to report results for these
sIX measures:

Ratio of private and other public investments:
* in energy research, to Government of Alberta (GOA) investments in energy research
* in information and communications technology (ICT) research, to GOA investments in

ICT research

in life sciences research, to GOA investments in life sciences research

Non-GOA and GOA investment in:
* energy research
o [CT research
o life sciences research
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Management explains in the Discussion of Results under Goal 3 the reasons for the errors and
unexplained differences in these six measures. During the year, management improved controls
over the compilation of the data for these measures and is now implementing a new system that
they believe will further improve the quality of the data.

As my examination was limited to procedures 1 to 4 above, I do not express an opinion on whether the set
of measures is relevant and sufficient to assess the performance of the Ministry in achieving its goals.

[Original Signed by Fred J. Dunn, FCA]

Auditor General
Edmonton, Alberta
August 18, 2006
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A Snapshot of Financial Performance

Ministry of Innovation and Science
Net Operating Results

(in thousands)
2005-06 2005-06 2004-05
Budget Actual Actual

REVENUE
Internal Government Transfers - Lottery Fund $ 60238 $ 60,238 $ 69,285
Transfers from Government of Canada 2,442 1,485 374
Investment Income 500 649 956
Other Revenue 47,450 39,223 34,162
110,630 101,595 104,777

EXPENSES
Innovation 178,301 194,593 187,799
Ministry Support Services 5,146 4,468 4,279
Valuation Adjustment - Provision for Vacation Pay - 35 99
183,447 199,096 192,177

OTHER EXPENSES
Writedown of Tangible Capital Assets 315 -
Gain on Disposal of Tangible Capital Assets (360) (70)
(45) (70)

NET OPERATING RESULTS FROM CONTINUING
OPERATIONS $ (72,817) $ (97,456) §$ (87,330)

OTHER

Operating Loss from Discontinued Operations 554

Writedown of Tangible Capital Assets 4,591

Gain on Disposal of Tangible Capital Assets (25)
5,120

NET OPERATING RESULTS $ (72,817) $ (97,456) $ (92,450)

EQUIPMENT AND INVENTORY PURCHASES /
CAPITAL INVESTMENT 4302 $ 8078 § 4,924

Financial results of the Ministry of Innovation and Science for the year ended March 31, 2006
include the activities of the Department of Innovation and Science, ARC and iCORE. More
detailed information can be found in the Ministry’s financial statements.
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Revenues

2005-06 Actual Revenue: $101.6 million

Internal Government Transfers
- Lottery Fund
59.3%

Sources of Revenue

Investment Income
0.6%

Various
0.5%

-

Other Revenue
38.6%

5

ARC Commercial Revenue
38.1%

Transfers from Government
of Canada J
1.5%

Comparison of 2005-06
Actual to Budget

Actual Revenue for the Ministry totalled
$101.6 million for 2005-06, including:

¢ $60.2 million through an internal government Revenues were $9.0 million lower than budgeted

transfer from the Lottery Fund for research and
development initiatives.

$1.5 million from the Government of Canada for
research and development initiatives.

$0.6 million in investment income due to
interest earned on the bank accounts of ARC
and iCORE.

e $39.2 million in other revenue as follows:

o $38.7 million in contract revenue for ARC
from the provision of research work.

o $0.5 million in other income
(e.g. prior year refunds).

primarily due to lower than anticipated ARC
contract revenues.

Comparison of 2005-06 Actual to
2004-05 Actual

Revenues decreased by $3.2 million over 2004-05,
primarily due to a $9.0 million decrease in lottery
funding. A $5.2 million increase in ARC contract
research revenue and a $0.6 million increase in
miscellaneous revenues partially offset this decrease.
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Expenses

Expense by Function

2005-06
Budget

(in thousands)

2004-05
Actuals

2005-06
Actuals

Agriculture, Resource
Management and
Economic Development

$ 183,447

$ 199,096 $ 192,177

The consolidated budgets and financial statements
of the Government of Alberta classify government
expenses by function. The purpose of this
classification is to provide a basis for sound
reporting of expense by function according to
national standards and for international reporting
purposes. Expense by function allocations are
used for inter-provincial comparisons and for

Expenses by Core Business

Core Business:
Innovation

98%

determining federal funding eligibility. An expense
function is defined as a classification that identifies
the principal purpose for which an expense is
incurred rather than the activity involved. The
Ministry of Innovation and Science expenses are
classified under the function agriculture, resource
management and economic development.

Total Expenses: $199.1 million

Ministry Support
Services
2%
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Expenses for the Ministry totalled $199.1 million
for 2005-06, including:

e $194.6 million related to Innovation:
o $147.4 million for grant programs, including:
* $61.4 million for ARC.

e $32.0 million for the Alberta Science and
Research Investment Program as well as
Science Awareness.

$15.4 million for life sciences.
$14.3 million for energy research.

$11.3 million for iCORE to build
capability in ICT research.

$4.9 million to facilitate technology
commercialization.

$4.3 million to facilitate emerging
opportunities.

$3.8 million to facilitate information and
communications technology.

o $30.0 million, a one-time budget allocation to
extend AVAC Ltd. services to the key growth
sectors of ICT, life sciences and industrial
technology.

$5.1 million for the Innovation and Service
Excellence Program to encourage innovation
within the Government of Alberta.

$12.1 million for operations and policy
implementation.

e $4.5 million for Ministry Support Services.

Comparison of 2005-06 Actual
to Budget

Expenses were $15.6 million higher than budgeted
primarily due to the $30.0 million increase in
Technology Commercialization Initiatives resulting
from the approval of a one-time supplementary
estimate in 2005-06 to fund the extension of AVAC
Ltd. services. This increase was partially offset by
the following decreases:

¢ $3.8 million transfer from Operating to
Equipment and Inventory Purchases (EIP)
($1.1 million for the Department and $2.7
million for ARC).

$10.0 million decrease related to lower than
anticipated contract research activity at ARC.

Comparison of 2005-06 Actual to
2004-05 Actual

The $6.9 million increase is primarily due to:

* 2 $30.0 million increase in Technology
Commercialization Initiatives resulting from the
approval of a one-time supplementary estimate

in 2005-06 to fund the extension of AVAC Ltd.
services.

$3.7 million increase in contract research activity
for ARC relative to prior year.

$11.2 million base budget increase in
2005-06 compared to 2004-05 to fund
research initiatives.

The $38.0 million one-time supplementary estimate
in 2004-035 to fund prion science research partially
offsets the above increases.
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Equipment and Inventory Purchases
(EIP)/Capital Investment

EIP & Capital Investment by Entity Total EIP & Capital: $8.1 million

Alberta Research —
Council Inc.

83% Department
17%
_

(in thousands)

2005-06 2005-06 2004-05
Budget Actual Actual

Alberta Research Council Inc. $ $4,002 6,684 4,738

Department of Innovation 300 1,394 186
and Science

4,302 8,078 4,924

Comparison of 2005-06 Actual to
2005-06 Budget and 2004-05 Actual

Spending was $3.8 million higher than budgeted,
primarily due to the construction of a new
Agriculture Fibre Processing Facility at ARC’s
Edmonton location and expenditures in the
Innovation and Service Excellence Program.
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What we accomplished in 2005-06
Performance Measures Results’

Core Business: Innovation

Core Business Operating Expense: $194.6 million
Core Business Equipment and Inventory Purchases: $7.7 million

Goal 1: Accelerate Innovation

Goal 1 Operating Expense: $84.9 million
Equipment and Inventory Purchases: $6.3 million

Performance Measure 1.a:
Percentage of Government of Alberta expense used to support innovation.

Actual Actual Target

Performance Measure 2003-04 2004-05 2005-06

1.a Percentage of GOA expense 1.60% Increasing up to 5%,
used to support innovation e as affordable, by 2015

Sources: Statistics Canada, Government of Alberta Annual Reports

Discussion of Results:

Investments by the Government of Alberta (GOA)
to support innovation totalled $389.9 million,

1.6 per cent of total expenditures. The result
demonstrates the government’s commitment to
innovation through growth of actual investment
in innovation. Actual expenditures on innovation-
supporting activities are increasing.

This is a new measure introduced in the 2005-08
business plan. Investments in research, development
and innovation help achieve the objectives of the
provincial government’s policy of accelerating
innovation in Alberta. The measure is a leading
indicator that tracks cross-government effort related
to an important and necessary input.

This measure is continued in the 2006-09
business plan.

"The met
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Performance Measure 1.b: Number of Albertans employed in

knowledge-intensive (high-tech) companies.

Actual
2004

Performance Measure

Actual
2005

Target
2005-06

1.b Number of Albertans
employed in knowledge-
intensive (high-tech) companies

111,100

122,900 113,300

Sources: Economic Development, Alberta Business Monitor.

Discussion of Results:

There were 122,900 people employed in 2005 in
Alberta’s knowledge-intensive (high-tech) sector,
which is 8.5 per cent higher than the target of
113,300. Most of the increase occurred in two
sectors: Computer Systems Design & Related
Services and Architectural, Engineering &
Related Services.

Demand for knowledge-based workers is influenced
by the state of the energy sector in Alberta, the
state of the global high-tech industry such as
emerging developments in Asia (e.g., China and
India) and the overall economic performance. The
targets for this measure were based on an expected
three per cent rate of growth. The 10.6 per cent
growth over the prior year can be considered a
significant and remarkable recovery.

In the 2005-08 business plan, this measure was
changed from “number of Albertans employed in
the ICT sector” to “number of Albertans employed
in knowledge-intensive companies,” a broadening
beyond the prior focus on ICT. This measure uses
the same data source, the North American Industry
Classification System (NAICS) codes; however, it
includes a wider range of codes. The measure went
through an important change as Statistics Canada
implemented the revised and updated NAICS
(2002) codes for the business categories.

This measure is continued in the 2006-09
business plan.

Performance Measure 1.c: Albertans employed in knowledge-intensive (high-tech)
companies as a percentage of Albertans employed in all companies.

Actual

Performance Measure 2004

Actual
2005

Target
2005-06

1.c Albertans employed in
knowledge-intensive (high-tech)
companies as a percentage

of Albertan employed in all
companies

Sources: Economic Development, Alberta Business Monitor.
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Discussion of Results:

The result of 6.9 per cent of Albertans employed

in knowledge-intensive (high-tech) companies as a
percentage of Albertans employed in all companies
exceeded the target of 6.4 per cent. The main factor
causing the result to exceed the target is the strength
of Alberta’s energy sector, which created demand
for services to support its remarkable growth.

The most growth within the knowledge-intensive
sector was in Computer Systems Design & Related
Services and Architectural, Engineering & Related
Services.

This is a new measure introduced in the 2005-08
business plan. It complements the measure “number
of Albertans employed in knowledge-intensive
(high-tech) companies.” This measure presents

an indication of the diversification of Alberta’s
economy and is based on the updated NAICS
(2002) codes recently adopted by Statistics Canada
to track business statistics and uses a wider range of
NAICS codes to define the sector.

This measure is continued in the 2006-09
business plan.

Performance Measure 1.d: Percentage of Canadian venture capital invested in Alberta.

Actual
2004

Performance Measure

Actual
2005

Target
2005-06

1.d Percentage of Canadian
venture capital invested in
Alberta

1.6%

2.9% 4.5%

Source: Thompson MacDonald Ltd.

NOTE: The source data from Thompson MacDonald Ltd. is dynamic, with additional data relevant to a period added on a continual basis

as it becomes available.

Discussion of Results:

In 2005, Alberta knowledge-based companies
attracted 2.9 per cent of the total venture capital
invested in Canada, an improvement over the

1.6 per cent in 2004 but below the target value

of 4.5 per cent. Alberta companies attracted
significantly more venture capital in 2005

($42.8 million) compared to 2004 ($22.6 million).

The target was not reached because Alberta’s
venture capital market is still developing with
much of the capital allocated to the energy sector.
Energy investments are not captured in the
Thomson MacDonald database as they are not
defined as venture capital. The attractiveness of
other investment opportunities (such as energy
investments) and fiscal policy in other Canadian

provinces affect venture capital investment
in Alberta.

This measure assesses the impact of the Ministry
of Innovation and Science activities aimed at
attracting and facilitating access to venture capital
in the province. Venture capital is often cited as an
important factor contributing to innovation and
knowledge industry growth in Alberta. Therefore,
this measure provides an indication of the capacity
and capability needed to support an innovative and
globally competitive economy.

This measure is continued in the 2006-09
business plan.
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Performance Measure 1.e: Alberta business expenditures on research and development

(in millions).

Actual Actual

Performance Measure 2002 2003

Target
2005-06

1.e Alberta business
expenditures on research and $811* $782
development (in millions)

$770

Sources: Statistics Canada, Service Bulletin Science Statistics. Vol. 29, No. 8, Table 7

*Actual (2002) is a restated value from Statistics Canada in a December 2005 publication.

Discussion of Results:

The result of $782 million in business funding of
research and development slightly exceeded the
target of $770 million for the reporting period.

The $811 million (for 2002) presented in the annual
report is the revised value released by Statistics

Canada in December 2005.

This is a new measure introduced in the

2005-08 business plan. It measures an input to the
innovation process. Investments in research result
in innovative ideas that can lead to products and
processes that, if commercialized in Alberta, have
the potential to yield significant economic and
social benefits for the province. Business invests
in research with the expectation of economic
benefit by using science and technology, as well
as other sources of innovation, to meet or create
market needs.

This measure is continued in the 2006-09
business plan.
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Goal 2: Build research capacity in areas of strategic priority
Goal 2 Operating Expense: $33.8 million

Performance Measure 2.a: Total sponsored research revenue attracted by Alberta
universities (in millions).

Actual Actual Target

Performance Measure 2003-04 2004-05 2005-06

2.a Total sponsored research
revenue attracted by Alberta $584* $651** $606
universities (in millions)

Source: Alberta Innovation and Science, University Research and Strategic Investments Branch
* 2003-04 Research Funding at Alberta Universities Report, December 2004.
** 2004-05 Research Funding at Alberta Universities Report, January 2006.

Discussion of Results: The key external factors that impact this measure
Sponsored research funding increased significantly include:
from $584 million in 2003-04 to $651 million in

2004-05 (the most recent data available), exceeding ~ ° Business activities and growth in strategic
the 2005-06 target of $606 million. industry sectors and the overall state of the

economy. This strongly impacts the levels of
The increase is largely due to increased Government industry-sponsored research.
of Alberta contributions to capital projects at the
University of Alberta and the University of Calgary
exceeding $68 million. Sponsored research funding
has nearly doubled in the last 5 years, reflecting
Alberta’s success in garnering research awards and
new investments in research capital initiatives aimed
at increasing the research capacity and capability of
Alberta’s universities.

Endowed funds invested in research such as
those administered by AHFMR and Alberta
Ingenuity. These depend on investment revenues
that are linked to performance of the financial
markets. The increase of both endowment funds
announced in 2005-06 is expected to enhance
sponsored research revenue by 2008 — 09.

Availability of federal research funds. This has
a significant impact on total sponsored research
as provincial research funding is used to attract
additional federal funds to support Alberta
priorities.

Excellence in research attracts sponsored research
revenue in a highly competitive environment. The
ability of universities to attract research funding
indicates the quality of the universities’ faculty and
research programs and the capability and capacity
of Alberta’s research system. Research conducted This measure is continued in the 2006—09
in Alberta’s universities contributes to innovative business plan.

discoveries that have the potential for economic and

societal benefits and provides an effective training

ground for a skilled workforce. Strengthening

Alberta’s innovation capacity is critical to ensuring

long-term economic competitiveness.
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Performance Measure 2.b: Total sponsored research revenue attracted by Alberta

technical institutes and colleges (in millions).

Actual
2003-04

Performance Measure

Actual
2004-05

Target
2005-06

2.b Total sponsored research
revenue attracted by Alberta’s
colleges and technical institutes
(in millions)

$1.2

$1.3 $1.2

Source: Alberta Advanced Education.

Discussion of Resulis:

The result of $1.3 million exceeded the target of
$1.2 million. This new measure, introduced in
2005-08, reflects the early growth and success of
colleges and technical institutes in taking on this
new mandate of applied research. Data is provided
annually. Alberta colleges and technical institutes
that contributed to this measure in 2005-06 were
the Alberta College of Art and Design, Lethbridge
Community College and Olds College. There is

a one-year lag in the data, as the year-end for the
colleges and technical institutes is June 30. For this

report, the most recent data available is for
2004-05.

The mandate to conduct applied research was

given to Alberta’s colleges and technical institutes
in 2005 through the Post Secondary Learning

Act. As such, Alberta’s colleges and technical
institutes are currently developing their applied
research programs. Their performance in garnering
sponsored research dollars is consistent with
previous years and is appropriate for an initiative in
its early stages.

The measure of sponsored research revenue
garnered by colleges and technical institutes
demonstrates the extent to which the institutes

are developing their research and development
capacity and productivity. The ability of colleges
and technical institutes to attract research and
development funding from the private sector and
government agencies is an indicator of the quality
of the institution’s faculty and the ability of the
institution to solve issues of relevance to industry.
Strengthening Alberta’s capacity to capitalize on the
benefits of research is critical to ensuring long-term
economic competitiveness.

Several key external factors that affect results:

e Business activities and growth in strategic
industry sectors.

Development of applied research challenges
requiring college and technical institute expertise.

Overall state of the economy.

Availability of federal research funds for colleges
and technical institutes.

The measure is continued in the 2006-09
business plan.
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Goal 3: Accelerate innovation in the energy sector

Goal 3 Operating Expense: $37.7 million
Equipment and Inventory Purchases: $0.9 million

Performance Measure 3.a: Ratio of private and other public investments in energy
research to Government of Alberta investments in energy research.

Actual

Performance Measure 2004-05

Actual
2005-06

Target
2005-06

3.a Ratio of private and other
public investments in energy
research to GOA investments in
energy research

Source: Innovation and Science, Strategic Investment Research Database.

Discussion of Results:

In 2005-06, collaborating partners invested $1.71
in energy research for every dollar invested by the
Government of Alberta. The result for 2005-06

of 1.71 is lower than the target of 2.50. This is
attributable to factors such as a more rigorous
review of investments by all parties, the end of
some high-leverage projects and some new strategic
investments that had lower leverage.

The 2004-05 actual of 2.82 reported here differs
from the Actual for 2004-05 of 3.34 reported in
the Ministry’s 2004-05 Annual Report because
the basis for calculating the ratio changed

from “Innovation and Science” investments in
the denominator to “Government of Alberta”
investments.

This measure goes beyond reporting on
Government of Alberta investments and seeks to
capture and report on the multi-year investments
by all collaborating partners in this strategically
important area of research and innovation. The
procedures to acquire the data from multiple
research funding partners are being developed
and improved. This measure is a combined result
for investments by AERI and the University
Research and Strategic Investments in research
equipment and other operating needs. This measure
is influenced by economic factors that affect the
amount of industry investment in energy research.

This measure is referenced in the Report of the
Auditor General on the Results of Applying
Specified Auditing Procedures. The auditor’s report
indicates that this measure is one of six measures
from the SIR database that included errors and
unexplained differences. The other measures are
referred to in this annual report as 3b, 4b, 4c, 3a,
and 5b. Over the last year, the department has
actively taken steps to remedy the errors. This has
been done by updating its Ratio Guidelines and
improving its internal quality controls to minimize
errors in data reporting and methodology. The
department is also in the process of implementing a
new electronic grant management system which will
improve data management processes.

The department has been collecting data from
multiple sources for other purposes for several
years. Not all of this data was originally designed
to be used for performance measurement.
Therefore when applying it toward performance
measurement, inconsistencies may be encountered
given the large number of research and grant
agreements administered by the department. Over
the last year, the department was able to reduce the
number of inconsistencies.

This measure is continued in the 2006-09
business plan.
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Performance Measure 3.b:
Non-GOA investment in energy research:

e Non-GOA investment through existing programs
(in millions)

e Non-GOA investment through EnergyINet
(in millions)

GOA investment in energy research:
e GOA investment through existing programs
(in millions)

e GOA investment through EnergyINet
(in millions)

Actual
2004-05

Performance Measure(s)

Actual
2005-06

Target
2005-06

3.b Non-GOA investment in
energy research (in millions):

* Non-GOA investment through
existing programs

Non-GOA investment through
EnergyINet

GOA investment in energy
research (in millions):

e GOA investment through
existing programs

e GOA investment through

EnergyINet $4.6

$19.5

Source: Innovation and Science, Strategic Investment Research Database.

Discussion of Results:

The results for 2005-06 non-government and
government investment in energy research were
below target. This is due to several factors: in-kind
contributions were not included and several projects
were concluded in 2004-05. The investments
through EnergyINet were less than expected due to
the nature of projects led by EnergyINet.

This is a new measure that complements the ratio
measure by presenting investments for the fiscal
year. This measure is based on the fiscal year

and is not directly comparable to the multi-year
ratio measure.

This measure is continued in the 2006—09 business
plan but is slightly changed with the component
related to EnergyINet discontinued. EnergyINet is
now an independent not-for-profit corporation that
is not within the control of government.
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Performance Measure 3.c: Growth of EnergyINet — number of participating organizations

Performance Measure Last Actual Result Target
2004-05 2005-06 2005-06

3.c Growth of EnergyINet

* Number of participating
organizations

Source: Innovation and Science, Alberta Energy Research Institute, and EnergyINet

Discussion of Results:

The growth of EnergyINet to include 19
organizations exceeded the target of 10
organizations in 2005-06. This was due to the
high interest in this initiative shown by the private
sector, other Alberta government departments
and other levels of governments across Canada.
Additionally, some companies not in the energy
sector also joined.

EnergylNet, incorporated in August 2005 as a
private not-for-profit national entity, was developed
to drive stronger collaboration in energy innovation
across the country. The growth of EnergyINet

was a measure added to monitor progress on
implementing Alberta’s energy innovation strategy.
Membership in EnergyINet shows support for goals
and programs that are aligned with Alberta’s energy
innovation strategy. A number of the strategies

for 2005-08 were based on the development and
success of EnergyINet as a primary vehicle for
collaboration among government, industry and
researchers on a national and international basis.

This measure is not continued in the 2006-09
business plan as EnergylNet became a private entity
when it incorporated in August 2005.
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Goal 4: Accelerate innovation in the information and communications

technology sector
Goal 4 Operating Expense: $15.1 million

Performance Measure 4.a: Total number of ICT researchers and graduate students

attracted to Alberta universities by iCORE Inc.

Actual
2004-05

Performance Measure

Actual
2005-06

Target
2005-06

4.2 iICORE awards (totals
include “new”)

New research chairs, industry
chairs and professors

Total active research chairs,
industry chairs and professors

New graduate student
scholarships

Total active graduate student
scholarships

Source: iCORE Inc.

Discussion of Resulis:

The 2005-06 results for three components of

the measure met or exceeded the targets. One
component, new research chair awards, was one
less than the target of four. This is due to the long
lead time in recruiting high caliber research chairs.
Qualified candidates may not be available within a
fiscal year. iCORE surpassed the target for 23 active
chairs by one, as chair renewals for this past year
were higher than expected. On average, iICORE
expects to renew 75 per cent of active chairs, but
this year, 100 per cent of awards were renewed.

The 200405 last actual for Active Graduate
Student Scholarships was re-stated from the
2004-05 last actual reported in the 2004-05
Annual Report due to improved quality assurance
measures for performing counting and a new
definition for active graduate student scholarships.

There were 105 new awards to graduate students in
2005-06 for a total of 263 active graduate students
attracted to and retained in Alberta by iCORE
support. The targets were for 80 new graduate
awards and 200 active ones. iICORE exceeded
expectations to attract the best graduate students
for the scholarship program, in part, due to an
extraordinary $2.0 million in funding provided by
the Ministry of Advanced Education.

iCORE’s primary function is the attraction,
retention, education and support of exceptional ICT
researchers. They have a direct effect on the amount
of research funding and the number and quality

of graduate students attracted to the province.
Increasing the number of world-class researchers
and graduate students in Alberta is crucial to
Alberta’s success in fostering excellence in ICT
research and technology development.
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Several external factors that affect results:

o Research chairs of the desired calibre, their
research teams and their families must be willing
to move to Alberta in the face of world-wide
competition for their skills.

Few large ICT companies in the province can
be the required funding partner for an Industry
Research Chair.

Universities, the Natural Sciences and
Engineering Research Council and/or Alberta
Ingenuity review graduate student qualifications
first. The reasons why computer science and
electrical engineering student numbers rise or fall
are beyond the Ministry’s control.

This measure is continued in the 2006-09
business plan.

Performance Measure 4.b: Ratio of private and other public investments in ICT research
to Government of Alberta investments in ICT research.

Performance Measure Actual Actual Target
2004-05 2005-06 2005-06

4.b Ratio of private and other
public investments in ICT
research to GOA investments in
ICT research™

Sources: iICORE Inc. and Strategic Investment Research Database
“The ratio is based on investments/commitments over the life of the research agreement, rather than expenditures in a single year, as
multi-year agreements often have different payment schedules.
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Discussion of Results:

In 2005-06, collaborating partners invested $1.94
in ICT research for every dollar invested by the
Government of Alberta. The actual for 2005-06 of
1.94 was higher than the 2004-05 actual of 1.81
but below the target of 1.95. This is attributable

to several factors including a more rigorous review
of investments by all parties, the end of some

high leverage projects and some new strategic
investments.

The 2004-05 actual of 1.81 reported here differs
from the actual for 2004-05 of 1.89 reported in
the Ministry’s 2004-05 Annual Report, because
the basis for calculating the ratio changed

from “Innovation and Science” investments in
the denominator to “Government of Alberta”
investments.

This measure goes beyond reporting on
Government of Alberta investments and seeks to
capture and report on the multi-year investments
by all collaborating partners in this strategically
important area of research and innovation. The
procedures to acquire the data from multiple
research funding partners are being developed and
improved. This measure is a combined result for
investments by iCORE, Innovation Implementation
and the University Research and Strategic
Investments branch in research equipment and
other operating needs.

This measure is continued in the 2006-09
business plan.

Performance Measure 4.c: Non-GOA investment in ICT research, and GOA investment in

ICT research (in millions)

Performance Measure Actual

2004-05

Actual
2005-06

Target
2005-06

4.c Investment in ICT research
(in millions)

e Non-GOA investment in

ICT research $52.8

e GOA investments in

ICT research $23.7

$47.0

$24.1

Sources: ICORE Inc. and Strategic Investment Research Database

Discussion of Results:

In 2005-06, collaborating partners invested $60.2
million in ICT research and the Government of
Alberta invested $23.6 million. The increase in
partner funding can be attributed, in part, to the
gradual recovery of the ICT industry and aggressive
efforts by the Ministry to attract corporate partners
to participate in research in the province. Significant
investment in emerging industries, especially
nanotechnology, also contributed to the increased
non-Government of Alberta funding.

This new measure is based on the fiscal year

and is not directly comparable to the multi-

year ratio measure. This measure is a combined
result for investments by iCORE, Innovation
Implementation and the University Research and
Strategic Investments branch in research equipment
and other operating needs. Investment by others

is evidence that they recognize the excellence of
Alberta’s people, ideas, research capacity and
capability.
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External factors that affect the province’s ability to
attract additional research funding include:

e Importance that other potential partners see in
funding university-based research.

Current economic climate, and political
pressures.

Private sector partners, typically large ICT
companies, have the resources to fund research,
and they may choose to conduct research in-
house or sometimes partner with a university.

This measure is continued in the 2006-09
business plan.

Goal 5: Accelerate innovation in the life

Goal 5 Operating Expense: $23.1 million

Equipment and Inventory Purchases: $0.5 million

sciences sector

Performance Measure 5.a: Ratio of private and other public investments in life sciences
research to Government of Alberta investments in life sciences research.

Actual

Performance Measure 2004-05

Actual Target
2005-06 2005-06

5.a Ratio of private and
other public investments in
life sciences research to GOA
investments in life sciences
research

Source: SIR Database, Innovation and Science

Discussion of Results:

In 2005-06, collaborating partners invested
$1.27 in life sciences research for every dollar
invested by the Government of Alberta. The
2005-06 actual of 1.27 was below the target of
2.27 and below the 2004-05 actual of 1.64. This
is attributable to several factors including a more
rigorous review of investments by all parties, the
end of some high leverage projects and some new
strategic investments.

The 2004-05 actual of 1.64 reported here

differs from the actual for 2004-05 of 3.14
reported in the Ministry’s 2004-05 Annual Report,
because the basis for calculating the ratio changed
from “Innovation and Science” investments in

the denominator to “Government of Alberta”
investments.

This measure goes beyond reporting on
Government of Alberta investments and seeks to
capture and report on the multi-year investments
by all collaborating partners in this strategically

Alberta Innovation and Science Annual Report 2005-06 49




important area of research and innovation. The
procedures to acquire the data from multiple
research funding partners are being developed
and improved. This measure is a combined result
for investments by the life sciences branch (ALSI,
AARI, AFRI) and the University Research and
Strategic Investments branch that funds research
equipment and other operating needs.

Several factors influenced the outcomes:

e Priorities identified for life sciences by the
ALSI, AARI and AFRI determined investment
allocations.

e ASRIP competition periods affected when
agreements were reached and expenditures were
made.

Large-scale research initiatives will conclude in
the next few years.

Changes in federal research funding programs
and in the provincial government budget for the
Ministry of Innovation and Science and other
Alberta research agencies affected funds available
for investment.

This measure is continued in the 2006-09
business plan.

Performance Measure 5.b: Non-GOA investment in life sciences research, and GOA
investment in life sciences research (in millions)

Actual

Performance Measure(s) 2004-05

Actual
2005-06

Target
2005-06

5.b Investment in life sciences
research (in millions)

Non-GOA investment in life
sciences research

GOA investment in life sciences
research

Source: SIR Database, Innovation and Science

Discussion of Results:

The results for 2005-06 exceeded the targets for
both components of this measure. The Government
of Alberta investment in 2004-05 was higher

than in prior years because of the investment of

$38.0 million in prion research announced in
March 2005.

This new measure is based on fiscal year
expenditures for grants.

Several factors influenced the outcomes:

e Priorities identified for life sciences by ALSI,
AARI and AFRI determined investment
allocations.

e ASRIP competition periods affected when
agreements were reached and expenditures were
made.

Large-scale research initiatives will conclude in
the next few years.

Changes in federal research funding programs
and in the provincial government budget for the
Ministry of Innovation and Science and other
Alberta research agencies affected funds available
for investment.

This measure is continued in the 2006-09
business plan.
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Performance Measures Related to Key Corporate Activities
Measure: Innovation and Science employee satisfaction and understanding of contribution.

Actual Actual Target
2004-05 2005-06 2005-06

Percentage of employees who know
and understand how their work
contributes to the achievement of their
department business plan

Percentage of employees who are
very/somewhat satisfied with their
employment at Innovation and
Science/Government of Alberta

Percentage of employees who agree
that Innovation and Science provides
the support they need to acquire or
develop knowledge and skills in their
current job

Percentage of employees indicating
that their organization provides
expected outcomes for their work

Percentage of employees indicating
that their organization helps them
know and understand how well they
are performing

Source: Government of Alberta 2005 Corporate Employee Survey

Discussion of Results: The department’s management will undertake
The 2005-06 results for the five indicators did one-on-one meetings with all staff to ensure all
not meet their targets for the year. The results employees understand how their work contributes
ranged from 4 per cent to 18 per cent below the to achieving the department’s business plan.
target. The department continues to take active
steps to improve the achievement of these targets.
These steps include the initiation of two action
teams, employee engagement and learning and
development, as well as an increase in the number
of divisional and full-staff meetings to share
information about department-wide activities.
The department’s executive also committed to
timely follow-up on the teams’ recommendations
regarding employee recognition, learning and
development, and flexible work arrangements.

The five indicators related to key corporate
activities reflected the department’s desire to achieve
the objectives in the Government of Alberta’s
Corporate Human Resource Development Strategy.
This provided insight into key determinants

of employee satisfaction that may impact the
department’s ability to engage its employees

and hence, their contributions to organizational
productivity. This measure is continued in the
2006-09 business plan.
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Goal 1

Measure 1.a: Percentage of Government
of Alberta expense used to support
innovation.

Innovation is comprised of science and technology
as well as other sources of new ideas that lead to
new and improved products and services. Science
and technology is also comprised of research and
development and related science activities, which
are reported annually by all Government of Alberta
departments in a Statistics Canada report. The
Ministry of Innovation and Science introduced

the Innovation and Service Excellence Program in
2004, the first year in which this expense appears.
Two line items are used from financial statements
in Alberta Economic Development’s annual reports.
The Innovative Energy Technology Program in
Alberta Energy supports the adoption and use

Methodology — Performance Measures

of innovative energy technologies. It provides
royalty adjustments to a number of specific pilot
and demonstration projects that use innovative
technologies to increase recoveries from existing
reserves and encourage responsible development of
oil, natural gas and in-situ oil sands reserves.

For the purposes of this measure, the royalty
adjustment is treated equivalent to, and reported
as if it were, a Government of Alberta expense.
The actual total expense for the provincial
government is the line item total expense found in
the consolidated statement of operations published
in the Government of Alberta annual report and
also presented in the executive summary. The most
recent data is used, hence the total expense data for
fiscal year 2001-02 is the re-stated value from the
2002-03 annual report, and the total expense data
for fiscal year 2002-03 is the re-stated value from
2003-04 annual report.

2000-01 2001-02

2002-03

2003-04

2004-05

Innovation as % GOA
spending

Statistics Canada

Innovation and Service
Excellence Program

Alberta Economic
Development Investment

and Trade

Alberta Economic
Development Industry and
Regional Development

Alberta Energy Innovative
Energy Technology
Program

TOTAL Innovation

GOA Expense

1.50% 1.63%

$263,794 $317,744

$14,658 $14,381

$7,414 $7,352

$285,866 $339,477

$19,038,000  $20,865,000

1.71%

$333,421

$12,302

$7,305

$353,028

$20,685,000

1.54%

$313,546

$16,255

$7,918

$337,719

$21,883,000

1.60%

$362,593

$737

$13,490

$9,847

$2,246

$388,913

$24,329,000
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Measure 1.b: Number of Albertans
employed in knowledge-intensive
(high-tech) companies.

Alberta Economic Development purchases Labour
Force Survey data for each calendar year from
Statistics Canada. Alberta Economic Development
reviews the data and sends it to the Ministry of
Innovation and Science in the original form.

Results are based on the Statistics Canada Labour
Force Survey for calendar year 2005. Only annual
averages appear in this measure. The margin of
error with provincial annual averages is consistent
with a coefficient of variation of between

10 per cent and 15 per cent. Detailed information
about the methodology and data accuracy for the
survey can be found in the Guide to the Labour
Force Survey.

Alberta employment information was obtained
from Statistics Canada using pre-determined
NAICS codes. Ministry staff worked with Alberta
Economic Development and consulted with
Statistics Canada to develop a comprehensive
definition of the knowledge-intensive (high-tech)
sector, based on NAICS codes. This ensures that the
data is specific and comparable from year to year.

Measure 1.c: Albertans employed

in knowledge-intensive (high-tech)
companies as a percentage of Albertans
employed in all companies.

The same sources and data are used as described
in measure 2 “Number of Albertans employed in
knowledge-intensive (high-tech) companies”. In
addition, the total employment was obtained for
each year and the percentage was calculated.

Measure 1.d: Percentage of Canadian
venture capital invested in Alberta.

The Ministry obtains data from the VCAnalyst
database, a subscription-based service provided by
Thompson MacDonald Ltd. (a private company
considered the premier source of venture capital
information in Canada). The source data from
Thompson MacDonald is dynamic with additional
data relevant to a period added continually as it
becomes known.

The method for reporting this measure has changed
from a fiscal year to a calendar year to allow

more time for deals to be entered in the database.
The method was also changed to better reflect
investment in knowledge-based businesses.

Measure 1.e: Alberta Business
Expenditures on Research and
Development.

The data is gathered annually by Statistics Canada
using surveys of business. The report is Science
Statistics Vol. 29 No. 8, Total spending on research
and development in Canada, 1990 to 2005, and
provinces, 1990 to 2003, released December

9, 2005 catalogue no. 88-001-XIE2005006.

The specific report providing the data used is
available at: www.statcan.ca:8096/bsolc/english/
bsolc?catno=88-001-X20050088979.

The data was obtained from page 7, the Funding
portion of Table 7: R&D expenditures in the
provinces by business enterprise, in terms of
performing and funding, 1990 to 2003, in the
column labeled “Alberta.”.

Statistics Canada obtains research and development
data from research performers. The data is then
presented in terms of performing and funding. The
performing view of the data presents how much
money the performing entity spent regardless of
who provided the money. The funding view of the
data presents who provided the money regardless of
which performing entity spent it.
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Goal 2

Measure 2.a: Total sponsored
research revenue attracted by Alberta
universities.

This measure provides the value of sponsored
research at Alberta universities. The funding sources
include the provincial government, industry and
non-profit organizations and the federal
government.

Sponsored research revenues are those received
outside of the university regular operating grant
and include both research grants and research
contracts. This performance measure reflects
research capability in Alberta through the success
of its major universities in attracting sponsored
research funding from several sources. The data are
provided to the Ministry of Innovation and Science
by the University of Alberta, University of Calgary,
University of Lethbridge and Athabasca University.

The universities submit the data using a template
and guidelines that outline the information required
and specific instructions regarding how the

revenue should be reported. This ensures that the
data submitted is comparable across universities.
The universities derive the data from financial
statements and supplementary schedules. The
reported data are compiled and organized by the
Ministry Innovation and Science in the Research
Funding at Alberta Universities Report.

Measure 2.b: Total sponsored research
revenue attracted by Alberta technical
institutes and colleges.

The data, provided annually, is based on financial
reports provided by colleges and technical institutes
to the Ministry of Advanced Education. The data
was generated by a review of those financials for
any identifiable sponsored or contract research
revenue. Alberta colleges and technical institutes
that contributed to this measure in 2005-06 were
the Alberta College of Art and Design, Lethbridge
Community College, and Olds College. There is

a one-year lag in the data, as the year-end for the
colleges and technical institutes is June 30. For
the 2005-06 annual report, the most recent data
available is for 2004-05.

Given that the data used was not intended for

this purpose, it is possible that the reported actual
underestimates sponsored or contract research
revenue. To address this issue, the Ministry is
developing a more systematic approach to identifying
sponsored or contract research revenue from colleges
and technical institutes.

Goal 3

Measure 3.a: Ratio of private and other
public investments in energy research
to Government of Alberta (GOA)
investments in energy research.

The ratio is based on investments over the life of
the research agreement rather than expenditures

in a single year, as multi-year agreements often

have different payment schedules. Higher or lower
expenditures in one year can affect the leverage ratio
results. By calculating over the life of the project,
greater consistency is achieved. While in-kind costs
from other research participants can be significant,
further work is required to establish consistency in
how these costs are calculated before they can be
included in the leverage ratio. The costs for strategic
program area research managers are excluded. ARC
contributions are also excluded because they are
considered in-kind, since it is a research performer.
Also, ARC receives funding from many sources and
the ability to report project funding by source of
funds is not in place.

The Ministry of Innovation and Science obtains

data from active research agreements and enters it
into the SIR database. Information is added after
research agreements are signed and updated or

when the agreements are amended or more recent
information becomes available from annual reports,
etc. The summary reports from the SIR database were
generated in August 2006 to calculate the ratio.
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Measure 3.b:

Non-GOA investment in energy research:

* Non-GOA investment through existing programs
(in millions)

e Non-GOA investment through EnergyINet
(in millions.)

GOA Investment in energy research:

e GOA investment through existing programs
(in millions)

* GOA investment through EnergyINet
(in millions).

Same as above, but the measure is based on fiscal
year expenditures for grants, which can often

vary from year to year. Grant agreements are
typically multi-year in nature, and the amount of
expenditure by the Government of Alberta will
vary depending on the terms of the agreement.

The non-Government of Alberta portion is
calculated on a yearly basis by dividing the amount
of the contribution by the number of years of

the agreement.

Measure 3.c: Growth of EnergylINet -
number of participating organizations.

The operations manager for EnergyINet

supplied the data. All paid memberships from
October 2005 to March 2006 were included. A

list of current members is available at
www.energyinet.com. However, the current list may
vary from the numbers reported for 2005-06. The
membership numbers are backed up by invoices and
deposits to the EnergylNet bank account.

Goal 4

Measure 4.a: Total number of ICT
researchers and graduate students
attracted to Alberta universities by
iCORE Inc.

The data in this measure is based upon the active
contracts that iCORE has with the universities to
fund major awards and graduate student awards.
The measure was modified by adding the number of
new awards in the fiscal year. Previously, only active
awards were reported. Based on audit feedback, the
wording in the measure was revised to clearly reflect
that it is awards, not people, that are counted.

iCORE also publishes a more detailed performance
measure report with measures derived from the
following sources:

e Detailed annual reports submitted by every
research chair each June for the previous
fiscal year, which include counts and details of
approximately 25 reporting variables.

Survey of all graduate student scholarship

recipients (past and present) conducted by

iCORE every summer, which looks at their
education and employment status.

iCORE has board-approved criteria and processes
for making graduate student awards. The board

of directors or its proxy, the Internal Review
Committee, approves award criteria. iCORE’s
decisions on major awards are recorded in Internal
Review Committee minutes. iICORE receives
confirmation of graduate student eligibility from the
students and verifies this with the universities.
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Measure 4.b: Ratio of private and other
public investments in ICT research to
GOA investments in ICT research.

The Ministry of Innovation and Science obtains
data from active research agreements and enters it
into the SIR database. Information is added after
research agreements are signed and updated or
when the agreements are amended or more recent
information becomes available from annual reports.
The summary reports from the SIR database were
generated in August 2006 to calculate the ratio.

The ratio is calculated based on the combined
data from the SIR database and iCORE. It is also
based on investments over the life of the research
agreement rather than expenditures in a single
year, as multi-year agreements often have different
payment schedules. Higher or lower expenditures
in one year can affect the leverage ratio results.

By calculating over the life of the project, greater
consistency is achieved.

iCORE requires researchers that it funds to submit,
by May 15 each year, an annual report for the
previous fiscal year (April 1 to March 31). The
annual report from researchers contains details on
all the funding the researchers obtain including
sources in addition to those where iCORE is a party
and whether there is proof of the funding. The
information is cross-validated with other sources
(Canada Foundation for Innovation, Canada
Research Chairs, ASRIP and Alberta Ingenuity).
Careful attention is given to ensure that there is no
double counting of other contributors in situations
where iCORE and the Ministry of Innovation and
Science fund the same project.

The divisions and entities that contribute data for
this goal are iCORE, Innovation Implementation
and the University Research and Strategic
Investments branch. Contributions by AHFMR and
Alberta Ingenuity are considered Government of
Alberta funding when determining the ratio.

Measure 4.c: Non-GOA Investment in
ICT research, and GOA Investment in
ICT research.

This measure defines Government of Alberta
investment in ICT research as including the
Ministry of Innovation and Science, iCORE,
Alberta Ingenuity and other provincial government
departments. Non-Government of Alberta
investment in ICT research does not include other
Government of Alberta funding programs (such as
Alberta Ingenuity or any in-kind contributions) but
does include university contributions.

The data are derived from the SIR database and
iCORE. iCORE collects annual reports from all of
the researchers that it funds. Data gathered contains
the funding source, years, total funding, funding per
year and description of each contributor directed

to each researcher. Data is entered into the SIR
database from project contracts where projects
figures and category assignments are reviewed

for accuracy. Edit checks are performed during
consolidation with iCORE data.

Goal 5

Measure 5.a: Ratio of private and other
public investments in life sciences
research to GOA investments in life
sciences research.

The ratio is based on investments over the life of
the research agreement rather than expenditures

in a single year, as multi-year agreements often
have different payment schedules. Higher or lower
expenditures in one year can affect the leverage
ratio results. By calculating over the life of the
project, greater consistency is achieved. While
in-kind costs from other research participants can
be significant, further work is required to establish
consistency in how these costs are calculated before
they can be included in the leverage ratio. The costs
for strategic program area research managers are
excluded. ARC contributions are also excluded
because they are considered in-kind since it is a

56 Alberta Innovation and Science Annual Report 2005-06




research performer. Also, ARC receives funding
from many sources and the ability to report project
funding by source of funds is not in place.

The Ministry of Innovation and Science obtains
data from active research agreements and enters it
into the SIR database. Information is added after
research agreements are signed and updated or
when the agreements are amended or more recent
information becomes available from annual reports,
etc. The summary reports from the SIR database
were generated in August 2006 to calculate

the ratio.

The divisions and entities that contribute data

for this goal are AARI, AFRI, Innovation
Implementation and the University Research and
Strategic Investments branch. Contributions by
AHFMR, Alberta Ingenuity and the Capital Health
Authority are considered Government of Alberta
funding when determining the ratio.

Measure 5.b: Non-GOA Investment in life
sciences research, and GOA Investment
in life sciences research.

Same as above, but the measure is based on fiscal
year expenditures for grants that can often vary in
expenditures from year to year. Grant agreements
are typically multi-year in nature and the amount
of expenditure by Government of Alberta will

vary depending on the terms of the agreement.

The non-Government of Alberta portion is
calculated on a yearly basis by dividing the amount
of the contribution by the number of years of

the agreement.

Key Corporate Activities

Measure: Innovation and Science
Employee Satisfaction and
Understanding of Contribution

An external survey firm (Research Innovations Inc.)
designs and administers all aspects of the survey

in consultation with the Personnel Administration
Office. Survey results are accurate within plus or
minus five per cent at a 95 per cent confidence level.

The source document, Government of Alberta 2005
Corporate Employee Survey: Results for Innovation
and Science Employees (Research Innovations
Inc.), will provide detailed information about the
survey methodology.
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Ministry of Innovation and Science
Department of Innovation and Science
Alberta Research Council Inc.
iCORE Inc. (Alberta Informatics Circle of Research Excellence)

Alberta Heritage Foundation for Medical Research

Alberta Heritage Foundation for Science and Engineering Research
(operating under the trade name Alberta Ingenuity)
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Ministry of Innovation and Science

The official version of this Report
of the Auditor General, and the
information the Report covers, is
in printed form.

Auditor's Report

To the Members of the Legislative Assemhbly

I have sudited the consolidaed statement of fmangial position of the Mnstry of Ennovation and
Seience as at Murch 31, 2006 and the consoliduted slatwements of vpecations aod cash low loc the
yviar then ended. These fimancial statements are the responsibility of the Ministey's manapement.
hdy respansillity is to express an opinion on these Gnancial statements based on oy audit,

| eonducied my aodil in aceordance with Canadian generally aceepted anditing standards. Those
standards reguire Ueat [ plan and perfonm an audit o oltam reasapalde assuranee whether the
financial statements are free of materia] misstatement. Anaudil includes examiming, on a st
baesis, evidenee suppocing the anoimls aed disclosuees i the financial statemems. An aodit also
neludes wssessing Lhe accouming principles used amd sipmbcant estimaies niade by
manapement, as wetl as evaluatog the overall tinancial statoment presentation.

1o iy appion, these eonsolidated financtal statements present Lurly, s atl material respects, the
financial position of the Mimistry of Innovalion and Science as al March 31, 20006 and 1he results
ol its operations and its cosh lows for the year then emled 1o accordance with Canadisn
gereradly accepted accoumting principles.

[Original Signed by Fred J. Dunn, FCA]

Audiior CGeneral
Edmonton, Aiberta
T 20k 2000
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Ministry of Innovation and Science

Consolidated Statement of Operations

for the year ended March 31, 2006
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Ministry of Innovation and Science

Consolidated Statement of Financial Position

as at March 31, 2006
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Ministry of Innovation and Science

Consolidated Statement of Cash Flow

for the year ended March 31, 2006
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Ministry of Innovation and Science

Notes to the Consolidated Financial Statements

for the year ended March 31, 2006

Mote 1 Authority and Purpose

The Govarnmen! Organizalion Actand 18 regulations have designated the Minister of Innovation
and Science a3 raspensble for varous Acts, Tao fulfil these responsibilities, the Bmisles
adminislers tha orgarmzahons sted balow. The autharity undar which gach organizaion
operates s also listed. Togethear. these organizalicns form he Minstry of fnngvation and
Sciencea.

Crganization: Authorily:
Drepartmant of Innnoyvalion and Scignge Governman! Qrganization Act

Alberda Research Gouncid Ine, including Atberta Scionce and Research
15 wholly cwned subsdiary C-FER Authority Act
Tachnotogies {19949) Ing.

iCORE Ine, Alberta Ecience and Basegcch
Athority Act

The purpasa of the Minstry of Innovation and Science (the Ministry) is to enhance e
contribtion ol scignce, research, development and commeraalizatian to Ihe sustainatle
prosperity and quality 8t lite of all Albartans,

As peer Grder in Council 10342005, all shares in Albata Research Council Ing, and iICORE [nc.
werg transferred rom the Albana Science ard Hozearch Auihornity o tha Minising of Innowation
and Scicnca, effgctive April 1, 2006,

Note 2 Summary of Significant Accounting Policies and
Reporting Practices

The recommengdations of the Pubic Sector Accounting Board of the Canadian Institule of
Chartered Accountants are the pimary source for the disclosad Dasis ol accounting. Thesg
finangaal statermenls are prepaned in accordance with the lallowing accgunling policies that hawve
boen eslabhished by governmant ar all Minisiries.
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Ministry of Innovation and Science

Notes to the Consolidated Financial Statements

for the year ended March 31, 2006

Note 2 Summary of Significant Accounting Policies and
Reporting Practices [cont'd}

al Heporting Entity

The reporting antity i5 the Ministry of Innovation & Science (Ministry] and includes the operations
af fhe Depadment of Innovation & Sciance and ils subsidianes the Albana Research Council
Ing, and iICORE Inc, The financial statemenis for the individual entities provide moro detailed
infarmation abautl the oparations of aach entity,

The Alverta Heritage Foundatwon for Science and Engineening Research (AHFSER) and the
Albeta Herilage Foundauon for Medical Ressarch (AHFME) and its subsidiany the Albcda
Foundalon for Heallh Research (AFHR) are redquired to forward a copy of their annual repons o
e Minister lor tabling in e Leqgislatuie. However, ihe linancial statemems of AHFSER,
AHFMBP and AFHR are not consohdated in these linancial statements.

[+]] Method of Consaolidation

The activities of the enlities wilhir the Ministry are consofidated alter adjusting them 1o a basis
consistent with the aceounting palicies described belaw in (c). Bevenue and axpenso
lransaclions, investing and knancing transactions, and related asset and liakility accounts
Retween consohdated enities bave been eliminated.

c) Basis of Financial Reporting

Hevenues . All rgvgnugs are repored on the accruual methed of accounting, Cash received lor
which goods or services hava ngt baen prourdad by vear-and is recorded ag ungamed revanue,

Royalties and licensing fee ravenucs arg moognized whan the amouns can ba reasonably
eshmated and there is reasonable assurance ol collectability of procesds.

Internal Goverpment Transfers - Intemal government translgrs are transtars hetwaen entities
withiry Ihe govemrant reporting entitly where the entity making the transfar does not recaive any
goads or sarvices directly in rewam.

Dedicated Ravenue - Dedicated ravanue inil@alves provide a basis for authonzing spending.
Dedicated revenugs arg shown ag credits gr recovernies in the detmie of the Government
Estimates lor 3 supply vote. |f actual dedicated revenres arg 18ss than budget and total voled
EXpenscs are nol reduced by an amosnt suthicient o coves Ihe deficiency in dedicated revenues,
the lallowing year's voled expensos arg encamierad. If actual dedicatad revenues excesd
budget, ine Ministry may, with {the approval of the Treasuny Eoand, Usa N2 GRCASS revenu e 1)
fund additional expenses on the program.
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Ministry of Innovation and Science

Notes to the Consolidated Financial Statements

for the year ended March 31, 2006

MNote 2 Summary of Significant Accounting Policies and
Reporting Practices {cont'd)

c] Basiz of FInancial Reporting (cont'd)

Ezpanses
Grantg - Granie arg rgcorded as expenses when authorized and when all aligibility conditions
have been satisfiod.

Directly incumed - Directly incurred expenses ane those costs the Mimstry bas primany
responsitility and accountability for, as reflected in the govemments Budget documents.

In addition to program expenses such as salaries, supplies, etc., ditectly incurred expenses alsn
iNneluge:
amadization of fangibla ¢apital assets,
pEnsion costs, which comprise e 605t of amplayer conteitaticns for current service of
amployees during the year.
valuation adjustmants which include changes in the valuation allowances usad 1o rellect
linancial assets ab Ineir nat recovarable or gther approprate value. Yaluation
adjustments al2o represant tha changeg in management's estimale of luture payments
arnsing from obligations relating by vacalion pay, guaranlees and ndemnilies.

fncurred by Others - Serwces contributed by other gntitigs in suppon of Minisiny operahons ars
disclosed in Schedule 4,

Assets - Financial assets of the Miniskry include linancial claims, such as advances to and
receivalrles from other organizations, employeas and other individoals.

Tha lair valuas of marketable securities are estimatad o approximata their carrying valses,

Aszsgts acquired By nght are not included in these statements. Tangible capital assets of Ihe
Ministry are recorded at hisigical cost and amorbzed on a swaigh-line basis over thoe astimatgd
useful lives of the assets. The threzhatd tor capitalizng new systems development is 100,000
and the threshold 1or all cther tangible capital agssets ic 55 000,

Expenses for patenls owned by the Mimstry as a resul of research activity are not capitalized
dua 1o tha uncartain value of benehts thal may accrue to the Ministny.

Expenses on e acquisition or development of other intangibie assets including inlallactueal
capital are not capitazed as curantly thareg is oo aceaptable methodology for measuring the
value of luture benefits accnuing to the Ministry.

Liabilities - Liabililies represent all financial claims payable by the Mimstry at hseal vear end.

Lindegr carlain ol prarticipation agreements Ine Minigtry will incur Sertain £o518 wihien prajects
ara abandonad.
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Notes to the Consolidated Financial Statements

for the year ended March 31, 2006

Note 2 Summary of Significant Acceunting Policies and
Reporting Practices (cont'd}

o} Basis of Finanelal Heporling {cont'd)

Net Assets - Mel assots rapresant the difference between the value of assels held by 1he
Ministry and its liabilities.

Valuation of Financial Assets and Liabilitles - Fair valug is the amount o consideration
agread gponin an am’s [Engih transachon betwnan knowtedgeabls, walling parties who are
undsr ng compulsion o,

The fair valugs of cash, resticled cash, markelable securties, acoounts receivabls, accounts
payatig, accrugd tiabilties and unearmed réevenue are estimated to approximate their book
values bocayse of the short-term natore of these instruments.

The fair value of long-term deht approximatas ie carrying value as interest rales approximale
the marke! rate.

Note 3 Discontinued Operations
(In thousands)

EMective March 21, 2005, Albena Research Council closed the oparalions of the Biglogics
bBusiness wnit.

The Inss on disconlinued operalions is as follows;

20K35
Hevenue & 4.763
Expanso - 4,317
Operating logs fraom discontinued operations . [554)
Gain on disposal ot tangibla capital assats 25
Write down of langible capital assets - {d,581)

3 - 3 {5.120]

Qn he Consabtated S@atement of Operations, actuai resulls o discont nued aperalions arc
reponed separately from continuing cperations and ana reporiad on a nel Basis. Prior vear
results hawve haen regfasshed 1o reflect this change.
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Ministry of Innovation and Science

Notes to the Consolidated Financial Statements

for the year ended March 31, 2006

Note 4 Cash
{In thousands)

All depanments of the Govemment of Albarta oparaia within Ihg Genaral Reven e Fund {the
Fund], The Minister of Finance adminigiers the Fund. Al cash receipts of the Depanmant of
Inniovatian and Scrence ane depogilad inia e Fund and all cash diskursements made by the
Departmen! of Innovation and Science arc paid from tha Fund. Net transfers todrom General
Ravanues is the difference between all cash receigts and all cash disbursemcnis made.

Cash consists prrmarily of Ihe Albena Reseaich Councd Inc. and ICORE Inc. #eposils in the
Consalidated Cash Invgsiment Trusl Fund {SCITF) of the Province of Alberta. The CCITF iz
invested paimarily in shof-term and mad-tarm secuntas wilh 3 maxmom 1@ io matority of
under three yaars, Due 10 the shon-term naturs ol the CCITF investmenis, tha carnang value
approximalcs fair value. Interest is gamed on the daily cash balanee at the average rate of
earmings of the CCITF, whch varies depending on prevailing markal intargst ralgs.

Inlerest ol 3640 {2005 — 5956) earned on the cash balance of tha Minisiny's CCITF accounts has
been Cradited to the accounts and is reported in these financial stalemanis.

The Minisiry has a Restricted Cash balanca of $843 (20035 - 5339) related 10 specil research
projacls and programs.

Note 5 Marketahle Securities
(In thousands})

Markatable segudiies of Enil (2005 - $1700 sonsist of inves'monts in shares af private
campanies; the market value of Snif (2005 - S3B83) approsmates Fir valug,
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Note B Accounts Receivable
fIn thousands)

2008 2005
Al owanoce for Med Mat
Gross Doubtful Healizable Realizable
Amount Acocounts Value Yalue

Commercial 3 13344 3 731 £ 12,593 % 11.082

Federal Government 1,168 . 1,164 374
Accountable Adyances 2 - 2 ¥

Albera Government

Departrments and

AQENCIES 1.578 - 1,673 e
= 16132 b 751 5 15441 F 12367

Agcounts recaivable arg ungesured and non-intargst bearing.

Note 7 Contract Revenueg
{In thousans}

Dunng the year, the Alberda Research Council Inc prowided §nil (20035 - 3147) of sernices in
exchange for shares and warrants [see Mote 13) of 8 publc company.
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for the year ended March 31, 2006

Mote 8 Tangible Capital Assets
{In thousands)

2005 2005
Estimated Acturmulated  Met Book Met Book
Ugseful Life o5t Amprtizaion Wale Value
Land fr-thetininles 3 368 % S B56 % 555

Building'" 30 years 2.142 1.634 3,359

Equipment - 9t
CHher 20 years 3G 605 11 482 4 684

Computer
Hardware !
Saftweane 2,209 1 806

Leasehald
IFpravemenks E5y0d's oy e 407 Lo} 511
£ 42583 § 2THas 5 148532 3 14 435

Dunng 2005, the Albera Research Council Began construgtion of a new Agiiculture Fibra
FProcessing Faoty ai the Ml Woods Building. This facilily was completad durng 2008
alatmal gast of 34 378, The tlal costs incurmed duiing 2006 were 52,667 (2005 -
1.711). Tha owrarship of the facility has been transferred to the Ministry of Alberia
Infrastruciure and Transportation.

Equiprnent also includes furnilure and fixtares,

Mote 9 Deferred Contributions
{In thousands)

Ceferred Cantributions 51,540 (2005 - B899 represent unspen! cantributions that are subject 1o
externally imposed restrictions related to specific research grojecls ar programs.
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for the year ended March 31, 2006

Atbara Agrcrioral Research Instilute
Developmeant Programs

Albana RBesearch Council Ine. Canadian
Inlernational Developmenl Agency Frojecl B4l 269
) 1,540 % 805

Nate 1C Long-Terrm Debt
{In thousands)

2006 <Ls

£ A7% mortgadge, payabile in monthly instaliments
2 5239 ingloding interest, dug CGetaber 1, 2006, 5 273 5 T2

Less cusrent panion 273 447
5 - & 273

A demand debeniurs has been pladged as collalaral dor the martgage including:
a lined charge over land, building and equigment with a nel book valve of 33,206 (2005 -
53,242,
& linating change ever cther assets,
an assigament of insurance procesds, and
a general secunty anreement registered undar the Parsana! Propamy Secwnly Aot
craating a floating charge over all property and asscts, both prasent and future,

Note 11 Accumulated Provision for Future Project Abandonment
{In thousands)

Under joint participation agreements, the Ministey wall incur cerlain costs when wells and
exparimental prajects are abangdoned. Managemenl's estimate of eosts for tuture abandonment
is $263 (2005 — S263).
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Mote 12  Contractual Obligations
{In thousands)

208 2005
Hosearch Grants g 57642 % 57,158
General Service Contracts RAd 2849

Long-larm Leases 374 356
5 SBBGED & 50463

Tha aggragate amounl payable for the unespired terms of these contraciual obligations are a5
follows:

General
Aesaarch  Senneg
Year GGrants Comracts  Leasas Total

e & MEIE 5 o4 5 141 & 35321
208 11,433 - 110 11,543
ST G441 - B0 £.531
210 4,224 KK 4,266
a0 a92h - - b2g
Triereallar

5 57642 5 564 3 38,580

Note 13 Warrants and Oplions

As parl of thie consideralian for granting vanous tcenses, the Ministry {through tha Albera
Reseanch Council Inc.) has roceived a number of eptinns and warants (o acguire common
shares of public companes,

Tha Alberta Besaarch Council g, i5 subest to rmarke risk with these stock options and
wamanls As a resul, the value of these financial inswwments will lucluata as a reoull of
changes in markel prices.
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for the year ended March 31, 2006

Nole 14 Contingencies
(In thousands}

At March 31, 2006, Ihe Ministry is a delerdant in threc lagal claims (2005 — wo tegal ¢laims).
Twe of thega claims hayve specilied ameounts totalling 552,200 {2005 — §52.200), The value of
theg third claim is unknown ai this ke, The resulting koss, if any, for Ihese claims cannat be
determinead.

Mote 15 Defined Benefil Flans
{In thousands)

Tha Ministry participates in the multi-amployer pension plans, Management Employees Pension
Plan and Public Senace Pension Plan. The Ministry also pacicipales in the mualti-employer
Suppiernentary Retirement Flan for Public Sgrvice Managars. The expense {or these pension
plans is equivalent 1o the annual contabutions of 53,318 for (e year ending March 31, 2008
(2005 - $2.823)

A December 31, 2005, the Managament Emptoyvees Pension Plan reporied a deliciency of
S165.8595 (2004 — $268,101) and the Public Sanvice Pension Plan reported a deficiency ol
S187.704 (2004 — 5450.068]. At Decembar 31, 2005, the Supplementary Reatirgrment Plan for
Puble Service Managers had 3 surplus of 310,018 (2004 — 59,4041,

The Miniglry also participales in two muli-emplayer Long-Tamn Digability Income Continuance
Plang. At March 31, 2006, the Bargaimng Unit Pran reported an actuarial deliciency of 58,659
{2005 — $11.817) and the Managament, Opted Ot and Excludad Pran an actuarial sumplus of
S8,31 1 {2005 — 33.708). The expense lor thesa twe plang is hmilad o employer's annual
contributicns Ior {Re year,

Note 16  Comparative Figures

Certain 2005 figures have been raclassified o confom 0 ihe 2006 presematian.

Note 17 Approval of Financial Statements

The Deputy Minister and the Ched Financial Ofticer for the Ministry of Innovation and Science
approved the finaneml statements.
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Consolidated Schedule of Expenses — Directly Incurred Detailed by Object

for the year ended March 31, 2006

Schedyle 1

[Inthousands)

205 200
B Lo Acal Aclual

OBRJEST
Salanes, Wagas and Empoyes Banedits 52673 1,556 a7 853
Supplies and Services 40,348 XK ] A7_FE0
Grants BG.&TE 117240 11 1ad
Fmaraal Transachons a0l Clher 153 250 T
Amorization of TRngike Camtal Assess 3189 1,796 1862
War'vation Adjustments ' 2L b

Total YOTED AND STATUTORY EXPFEMSES 183,447 192,177
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Consolidated Schedule of Related Party Transactions

for the year ended March 31, 2006

Schedule 2

Rl d paries are IRdae enubes orsohdaled or acco., viod for oo o s hed #opaty DA & nore Prey noe o0 & oerd s hranou.
tralemens  Aollcd parmes alsn~clude managerrart 4 Ine Departmanl

Tha M shry and s employeds gl ar eolles el certmn faees and tees 588 by regulahon Lo peermls, heetaes and ather crarges Trose
W, e neurf e inche noomal course ol bus ness, nellag) G acgns apphcan £ o All users, and Pave bacn exc wdist frone s
Screcue

imE M n sy had the Iod caang friangach o wilh eelaced pames recendad at ihe amourd of coasidersl an agreed g helwean e related
[iarl 12y

1 I"oLsands)

Cinher ERbties
ST

—_— e

REVENLES
Lty Frond 5 B0 336
it “5d
Crhr R g 3035
EJ 427

EXFENSES - DIRECTLY INCLRRED
Liupedas and Sanacat
LEAF

TAMGIELE CAPITAL ASSETS TRAMSFERFED TOWFAQM ALBERTA GOYERMMENT
DEPARTMENTS AMND ASENCIES

RECEIVABLES DUE FROM ALBERTA GGVERNMENT DEPARTMENTS AND AGEMNCIES

PAYARLES CHIE TO ALRERTA GOVERNMENT DEPARTMENTS AND AGENCIES

The Mimslqy 50 had the tollow: - Dasachens wal™ relalsd pamas for whch Ro consderation was exchanged. The 2 Mounis 1or these
' aled paty TanfACIONE are gshmated Bascd on |Be comls mcurred By The seran presedme o proaie the serace

dlen Iheesandst

Qinar Ernl:es
2006 200

EXFENSES - INCUARED BY QOTHERS
Arcommadations from [ho My of Inbgsioeur & Trans g £5,345 11,3443
Legal ser-ces froen the B-Testny ol Jushee 224 37
far Transooraion Seraces Exoruier Wahi £ from Infras reciung ged Transnomatun 11 7
Lo, A0 15149
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Auditar's Report
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Staterment of Cash Flows

Notes to the Financial Statpments

Schedule of Ravenues

Schedute of Dedicated Reavenue Initiatives
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Department of Innovation and Science

The official version of this Report
of the Auditor General, and the
information the Report covers, is
in printed form.

Auditor's Report

T the Minister of Innovation and Science

I have audided the stptement of finangial position of the Depatment of nnovation and Scicnoe us
ol Morch 31, 2006 el Lhe stalciments of opueralions and cash flows for the yvear then ended.
These liancial statements arc the cesponsthility of the Department’s management. My

reaponsibi ity 13 W enpress an opinion on these Anancial sitements based on my aodit

| conducted vy audicin acenrdance with Canadian penerally aceepted auditing standatds, Those
standurds cequire that [ plan and perfoom an audit 1o obtain reasongble assurance whether the
Nnancial statements are free of material misstetement. An aodit includes examining, on 2 Lest
basis, evidence suppoctiog the amounds and disclosures o the Banceal statoments, An it also
includes assessing the acceounling principhes wsed and significant aslimates made by
manapement, as well s evalusting the overall financial statement presentation.

1o vy opinken, these linaoeial statements present faicly, in all mateoul respects, the finaneial
pasitien of the Department of lnnovation aod Science as al karch 31, 2006 and the resolbts of s
uperalions and ils cash Mows for the year then ended 1n aceordance with Canadian peneeally
aocepted accoontmg prineiples.

[Original Signed by Fred J. Dunn, FCA]

Avdiwor General
Fimaontim, Alberra
Tune b, 20006
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Statement of Operations

for the year ended March 31, 2006

§In s ands)

205

Eudgat

Actual

__(Behedule d)
REVEHUES (Mote 2 and Schedule 1}

Imsamal Gowerneenl Translers i B 238
Traraters Inom SGovarrment o Cianada 1,142
Inwegirmnn lroomea -
Chher Ravenue
Total REVEMUES

50,236
1,485
=

&5

53,430

2,310

EXPENSES - Diraglly ncumad (Mote 2 Al Schadules 3 and 3y
Vated Cparating Expinsos
Memsliy Suppor Sarvices
Inrstmyafion Accelerflign
Inrenation Capacity

Talal waled Cparating Expenses

Staluiony
Prowision for Wecahon Fiy

a5

TeAal Staturory Expensos

L]

Tolsl EXRENZES

162,815

OTHER

Gan en Disposql of Tangibie Capital Assats
Total GTHER

41

a4y

MET ORERATING RESULTS

IT352TY

3 (100, 26at

(3% 67

Tha accompanying nales and sehecdules e pad of thesae hoancial statemans.
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Department of Innovation and Science

Statement of Financial Position

as at March 31, 2006

ASSETS
Cash
Reshiwcted Cash
Accounts Recaivabln [Mowe 3)
Tangible Capital Asssts WMo Q)

UABNLIMES
Aecouris Payabie Al Ascrued Liabilites
Hidefrawsk: Liabilisy
Daferred Canlnbulions |Mole &)

ancumutpied Provwsien for Projesl Abandonmen (Hals: §)

NET ASSETS
et Assals, Beginming &l vedar
MNat Oparahr] Resuis
Transler 10 Albara Agaculure, Food and Rural Develgoment
ML Translers fromn General RovenuBs
Mel Ascels, Erd ol Year

Tne sceompany:ng Koles ang sehedules are pan of these financial siateraenls

Hn Ivcusands)

2006

1,150
A5G

1,645

156
(4% 607)
(139)
51.236

(38, 354)

16 958
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Department of Innovation and Science

Statement of Cash Flows

for the year ended March 31, 2006

lIn thgusandst

2006

2 [HH

QPERATING TRANSACTIONS
Mg Dperating Fasulis {107 26351
Blon-Lash kerms Included in Met Operating Resulls:
Arvartizabon of Sagilal Assats 18
Gain on Diapasal o Tang.kle Capital Asse1s 4
Provision for Yacahion PRy 35

-2

54

(161,257

increasze in Accounls FHesealbly 0
[Cecraasslincresse n Accounls Fayable ard Accrusd Liatil ies (44 457
Dirtraasa in Linearned Revanue .
Necwast in HHcback Ligoility (A85)
Incraqse’) ocrgaser in Defamed Cornpuhons BF
Deorease 0 Accurmulisd Proy sion fov Progec] Abmdsa terd

[BFaT4;

[(3a1)
4B,17H
(10
(3104
1224}
{923

CASH PAOYIDED (APPLIED TO) BY OPERATING TRANSACTIING {146,857}

13, 144]

CAFITAL TRANSACTIONS
Acquizil ons of Tangibie Capia! Assots (Schedule 5) [1,384)
Cagilal Asse1s Transfarned to Other M msines ao4

{1BE)

CASH FROVIDED (APPLIED TO} BY CAPITAL TRANSACTIONS {388]

(1846)

IMVESTING TRANSACTIONS
Laegrease i Restricled Cash 550

224

CASH PROVIDED {APPLIED TO) BY INVESTIMG TRANSACTIONE 620

224

FiAMCIHG TRANSACTIONS
Mel Transiers (ool [rowm Sene-al Fevenues 130,055

51,206

INCREASE {(DECREASE) IM CASH |15 B

5,130

CASH, BEGINNING OF YEAR 15E0G

TR

CASH. END OF YEAR

15,250

Thr Aopompanying rales and schedues ame part o 1hedo lindroial slalemeanis.
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Department of Innovation and Science

Notes to the Financial Statements

for the year ended March 31, 2006

Mote 1 Authority and Purpose

The Department ¢f Innovation angd Science gperales vnder the authgrily of the
Gavernmen! Organization Acl, Chapler G-10, Revised Slatutes of Albaerta 2000.

The purpose of the Department of Innovation and Science (Department) 1s o enhance
the contribution of science . regaarch, devalopment and commercialization to the
sustanable prosperity and qualily of life of all Alberans.

MNote 2 Summary of Significant Accounting Policies and
Reporting Practices

The regcommandations of 1he Pubhc Seclor Accaunting Board of the Canadian Institute of
Chartered Accouniants arg tha pumary source far the disclogsed basis of ascounting.
These financial slatements are prepared in accordance with the following eccounbing
polcies that have been established by governmen for all departmaents

a) Reporting Entity

The reparting enlity is the Dopadment of Innowvation and Science, which is part of the
Ministry of Innovation and Science and for which the Minister of [nngvabon and Scence
is accountable. The other entities reporting to the Minister are ils subsidiaries (he
Albena Research Coundl Ing, and the Infermatics Cirgle of Researgh BExcallgnce Ine.
The achwilies of these organzahions are nol included in these financial statemenis. The
Ministry Annual Eeport provides a more compranensive accounting of the finarncial
position and resulls of the Ministry's operations [or which e Minister is accountable,

All depanments of the Government of Alherta operate within the General Revenye Fund
{the Fundy The Fund s administered by the Mimslsr of Finance. All cash receipts of
depariments are deposited into the Fund and all cash disbursements made by
depardments are paid from the Fund. Mel transfers (ta) from General Revenues is the
difference bctween all cash receipts and all cash disbursementz made.
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Notes to the Financial Statements

for the year ended March 31, 2006

Note 2 Summary of Significant Accounting Pelicies and
Reporting Practices [cont’'d)

=} Bas)s of Financial Reporting

Revenues - All revanues are reparted on the accrual methed of accounting. Cash
received for which goods or services have not been provided by year end 15 recorded as
unearned revenua

Internal Governmant Transfers - Internal government transters are ransfers betwgen
entities within the govemmeant reporting entity where the entity making the transfer does
ngt receive any qoods or services directly in retunn.

Dedicated Revanue - Dedicated revenue infliatives provide a basis for authorizing
spending. Dedicated revenues are shown as credils of (acoverias in the details of the
Government Estimates for 2 supply vota. If actual dedicated revenues are |ess than
budnet and total voted expenses are nol reduced by an amaount sufficient ke Gowver the
deficiency in dedicated revenues. the following yeair's voted expenses are encumbered.
If actual dedicated revenues exceed budget, the Depadment may. with the appiowal of
the Treasury Board, use the excess revenue to fund additional expenses on the
program. Schedule 2 discloses infermation on the Depadment's dedicated revenue
Imbiatives.

Expansas
Grants — Grants are recardead az expenditures when aultharized and whean all eligibility
conditions have been zatisfied.

ey incurcd - Disectly incurred expenses are those costs The Department has
primary responsibility and accountatulity for, ag reftected in the Government's budgel
documents

In addilicn to program expenses such as salaries, supples, ete,. directly ingurred
expenses alse include:
» amerization of tangible capital assats
+ pension cosis which comprise the cost of employer contnibutions e current
service Of gmployees duing the year.
valuzlion adjustments which include changes in the valuation allowances ysed 1o
reflect financial assets ot their net recoverakle ar other appropnate yalue.
Valration adjustments also represent the changs in management's estimate of
futurg payments arising from obligations relating to vacalon pay.

incurrod by Offers - Services contributed by other entities in suppont of 1he Depardment's
aperalions are disclosed in Schedule 7
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Department of Innovation and Science

Notes to the Financial Statements

for the year ended March 31, 2006

Note 2 Summary of Significant Accounting Policies and
Reporting Practices (cont'd)

k) Basis of Finangial Reparing [cont'd)

Assets - Financial assets of the Qepartrnent are imited 1o financial claims, such 3
advances 1o and recaivables from other crganizations. employees and othr ndividuals.

Agsets acquired by right are not included. Tangible capital assets of the Department are
recorded at historical cost and amortized ¢n a sWraight-line basis over the eshmated
uzaful lives of the assets. The threshald igr capilalzing new systems development 1s
$100,000 and the threshold for all plher tangible capital assets is 35.000.

Liakilities - Liahilities represcnt all hnancial claims payshle by the Department at fiscal
vear end.

Met Assels - Met asse1s represent the difference betwesn 1he value of assets held by the
Cepartiment and i1s liabilites.

Yaluation of Financial Assals and Liabilitias - Fair value s the amgunt of
consideralon agreed upoen in an arm's length fransaclion between kngwledgeablz,
willing parhies who are undor no compolsion 1o act.

The fair values of accounts receivable. advances, agcnunts payable and accrued
liabitihes are estimated to approsimale beir book values because of 1he shan-tarm
nature of these instruments.
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Department of Innovation and Science

Notes to the Financial Statements

for the year ended March 31, 2006

Note 3 Accounts Receivable
{In thousands)

2006 2005
Allrwance for Mat Met
Gross Crousbrtful Featizable Realizable
Armount ACcounts YWalie Walue

Commergial 5 15 % - & 15

Alberta Government
Deparments and
Agencies ) r 3

Federal Governntent 1.168 - 1,166
Accountable Advances i - 2
1190 % . A 1,130

Accounts receivable arg unscovred and non-interes beanng.

Mote 4 Tangible Capital Assets
{In thousands)

2008
Estimated Mt
Ligeful Accyrmukated Book
Life Amorizalian Valre
Ecpuipraent - B0
ther 10 years & 46 5 1 % 45

Computer

Hardwar Jto

and Soffwarne 10 years G4y 178 414
a8 5 123 & 458
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Department of Innovation and Science

Notes to the Financial Statements

for the year ended March 31, 2006

Note & Deferred Contributions
{In thousands)

Deferred Contributions 3687 (2005 - 58300 represent enspent contnbutions that are
subject to externally imposed restrictions related ¥ specific research projects ar
pEQGrAmS,

20006 2005

Alberta Agricultusal Resaarch Institute
Davelopment Programs & 897 5§30

5 697 ¥ B3D

Mote & Accumulated Provision for Fuiure Project Abandonment
{In thousands)

Undar foint pafmicipaton agreements, the Department wall incur certain costs whean wells
and expenimental projects are abandoned. Managoment's estmale of costs foe fulure
abandosnment iz 5253 (2005 — 52631

Mote 7 Goavernment Restructuring
{ln thousands)

A= a result of Qrder in Council 1032005, the Net Azsals in Ine amount of $2 782 and
programs of the Alperta Stience and Rasearch Autharity (excluding the Alberta
Research Council Ing. and iCOARE Inc.) was assigned to the Departmant of Innovaticn
and Scignee, as of April 1, 2005, All existing grant agreements gr contracts that
extanded beyoend March 31, 2008 were assigned to Ine Depadmant tor managemant andg
administrakion.

The Alberta Scrence and Rescarch Avihority [ASRA) current role focuses ite affonts on
providing stralegic policy advice instead of executive managamen, As a result, the
ASRA board members arg ngt disclosed in Ihe Sakary and Benafits schizdule,

Comparatives for 2005 have been restated as of the Department had always baan
a5signed ile cormant responsimiities.

Mel assets as previously reported al March 31, 2005 3 d1,136)

Trangfar iram e Alberta Science and Aesearch Aulhorily 2782
Met assels as restated at April 1, 2005 [33,354)
——— T
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Department of Innovation and Science

Notes to the Financial Statements

for the year ended March 31, 2006

Note 8 Cantractual Obligations
{In thousands)

The Depanment had contractoal obhgations for grants and servica conliacts of 339,616
{2005 — 545 F616) as at March 31, 2006.

2008 235
Servive Contracis & BES % 25649
Grants 30 .BE1 45 347
% 39,445 £ 456165

The agnregate amaounls payable for the unexpired lams of these ceniractual abligations
ara as follows:
Senvice
Yoar Eranks Cantracls
2087 5 28.B03 & fE4
2008 5,764 -
2005 2012 .
2MH0 1,373
2011 ozg
Theraafler -
& 38,88t

Mote 9 Contingent Liabilities
{In thousands)

At March 31, 2008, the Department is a defendant in gne lggal ¢laim (2005 — one lagal
claimi. Thig £laim has a spacilied amount totalling 260,000 {20085 - 550.000). Tha
resulting loss, i any, for these claims cannot be determined.
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Department of Innovation and Science

Notes to the Financial Statements

for the year ended March 31, 2006

Noie 10 Defined Benefit Plans
{In thousands)

The Department participates in the muli-smptoyer pension plans, Managameant
Employees Pension Plan and Public Service Pension Plan, The Depanment also
participatas in the multi-emplcyer Supplementary Batirement Plan for Public Sarvice
Managers, The expense lor these pension plans is egquivalent to the annual
contibuions of $813 for the vear ended March 31, 2006 ({5 — E615),

At Decambar 31, 2005, the Managamenl Employecs Pansion Plan reponad a deficency
of 5166826 (2004 - 52658,101) and the Public Service Pension Plan reponad a
deficiency of S1B7.704 {2004 - S450,068). At December 31. 2006, the Supplamentary
Reatirerment Plan for Public Sarvice Managers had a surplos of 510,018 (2004 - 58,404},

The Dapariment alsa padicipates in two mulli-employer Long-Term Disability Income
Continuance Plans. At March 31, 2008, the Bargaining Lnit Plan roported an acluarial
defiziency of S8.699 (2005 — £11,817} and the Managemcnt, Opted Out and Excluded
Flan an aciuarial surplus of $8,311 (2005 — 83.208). The axpanse for these bwo plans 15
limited 1o employers's anngal coniinuticns for e year.

Note 11 Comparative Figures

Cortain 2005 ligures haye bean reclassified o conform to fne 2008 presentabon.

Note 12 Appraval of Financial Statemenis

Tha Deputy Mituster and the Chicf Financial Officar approved the financial statements.
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Department of Innovation and Science

Schedule to Financial Statements

for the year ended March 31, 2006

REVEMUES Sehedule 1

1A I zands

Bl M5

Eudget At Aclaql
Coninke it fron Loftery Fand GO2IE 3 B0 233 GU. 285
Tegnghers irom Govcrmimenl Ol Canada 1182 1.485 7L
lmeosimens Incoeme - 7d +15
Qirpr HRvRnLS 15 732

Total REVEMUES 61 420 & 2310 0L A0k

CEDICATED REVENUE INITATIVES Schedule 2
1rn housgndss

20

Aulnorzec
Credicied Aetnal Dedicarsd 1Shadrfall -
Figen~_ag Ravenuas Exi:rizits

Loy Fbesparch Swategy b 1,132 1455 203

The Deped men; recoews rrwe s e 1we Geeemnmenl ol Canasa o match flJl'lEIll'lg Ir rersotarsh ezl wunanees

EXPENSES - DIRECTLY INCURREL DETAILEQ BY OBJECT Scheduis 3

4N I-Du5ands)

£ ¥

Bidnel

VOTED:
Salanes, YWages and Empinyoe Daroty R, 580
Suophes ard Seriges B 25
Granly 116,742
Framga. Trae sacl ng and Dy 127
Lo Fanon ol Tangible Camla' Azcels 2ES
1324 BEF

STATUTORY:
Provees an o Wacalmn Fay 23

TOTAL OPERATING EXPENDITURE 165,813
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Department of Innovation and Science

Schedule to Financial Statements
Salary and Benefits Disclosure

for the year ended March 31, 2006

2006

Schedule €

G

Oithgr Mon-
Base Cingr Cash Cash
Salary ' Berwehts 1 Benedits

1ol

Tcaal

Ogg: iy M oglar® & 192BRF £ 320 5 4166

Curre 1, Cxpou s
Rasearc: ™ 148 SBE
Polizy and Slaaleme Planmng™ 159, #B5
tnneeahan Implemoataben'” 157 274
Chigf Eingnoa Oficer ™ 104 512
Human Fascaraes Lirectar " B5, 25

NOTES:
Prepared in accordance with Treaaury Board Dirpcline 12/38
Bate salary wclodes ping:or gtk base pay.

Chher cash benehis nclude ouses, vacatsn payrienls, geerime, and lump sum paymenls

285823

218 553
278 ES
205 021
103 b
123 7&R

Frd a1

¥YITARA
1750568
13 828
1B 165
131 G839

Mher nen-ciag b bengtig aclede the gowernrrant's e of all employee benefis and cantnlghens or paymeants made on behalf of
employges moluding seesion health care, daslal Lgwerage. group e nsgrance, smat and long form disgbily plans, WCE

precmng (oshmabed A reeng accoun? Tema, piplessiona” membershups and tihen Res
Butsmotie croaded as dollar amoonlinciedsd in banetils and allowances hgues
Other cast benefis include a vaciler payes of 36 HIG (2005 - ml

Other casa benelis incluce 3 wagalker payeds of $14 B06 (2005 - £12.295)

Other cash benelts wchody o vacaben payodt of $10 817 (2005 - $5.555) Posdion was vacar! for & manihd n he prigr ycar,

Qther cash benehts includa a vacahan payout of 35,456 (2004 - n|  Posdion secrpas) by 2 mdraduals throughout tre yesr

Fosun wacanl for one monik of fhe goea:

Fos nen egen s by 2 irdiwduals throughout Ihe yea” Pos ion wacanl [ o monlhs @1 he year
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Department of Innovation and Science

Schedule to Financial Statements
Related Party Transactions

for the year ended March 31, 2006

Schedule 7
Halalzd pa-Tes arg Lhose anrtes cansoh2atod sr acssuriled Yo on 0 med A ed aguiy kas 5 inthe Pogwncs ¢ REgra‘s inanceal
slalenents Aeated fad os asoorsivde manajameni .1 ihe Deparbnent

Tra Bepamrart and e errployess pad of Colacied certan: laxes and fess 5ot by iegu Al gn e poemits, hgerses and gihee chatges
These amounts were ecLrcd in e nerma  couest ol business relesk II"IEI'gE'E apphizzbie o all users ard Fawa cagr gecluzed frzn s
Sl

The Cepd -tmert had e folizw g hansachzng wilin claied padas recerded on he Slalemenl ¢ Qpeabons a-d the Stazernsenl o
frarcg! Pegdor gl [hie amogat ol seasderanen agreed apon between the zlaled patwes

{in Ihousdndsi

_ Enbmes i tha Min-siry C2l~er Calkw=
200 2005 2006

REVENUES
Lebers Fuad - N S 5.
- L0 A58

EXPEMSES - HIRECTLY IWCLIRRED

Grarl o Albeta Gerriarenl Depadmenls and Sgeicds
Ganlg 19 &'hcra Begearch Counsil Ing

Gi-anls 19 JGRE Inc

Crarges rpm Albota Heseaich Counct Inc

Geards o Posl Secondaty Inaulules

Crarges frenn Fosk Secondary eshloses

Grards 1o Ked angl Heakh suthinl es

Crarges rem RosiruClanrtg § Doear nmant EHi2en sy
Clirges froen Meustry o Finanoe

Lrarges fremy Mensery 4° Ezeculres Cour!

Charges reqn ‘rlrasloaeiu e & Tianspsalore

£0.4=8
o ]

TAHGIRLE GAPITAL ASSETS TRANSFERAED TOIFROM
ALEBERTA GOVERMNMENT DEPARTMENTS AMD
AGERCIES

RECEIVABLES DUE FAOM ALBERTA GQOVERMMENT
DEFARTMENTS AND AGENCIES

FAYABLES OUE TO ALBERTA GOYERMMCHT
QEPARTMEMTS AMD AGENTCIES J60 £ 1775 4 1,546

N g =

The Deparinent alsa ad ke o awing -ansachizng valb czlated pados for woch no cansdderalon wat eschanged  The arscanis for
IApae relgies pa Ty iransachors arg eshiratad Hased o lne osis iniweed by Ihe senice prawder la growde 1he seovcr The st amzanls
3 Aol receded gy rha nd acal slaliments and ore discased a Sched,c 9

iIn bz nds)

Enbitws in Fh fdimiging ther Enlines
2036 2005 Fo0h b ]

EXFEMSES - INCLUREED BY OTHERS
Accormines ot rpm Alnesta Inlvasingciang &
I'ansparalan
Legil seervices Fam Adbera ) 55se . T
aar Transporahon Socases Evecutner vel che rom

Albe T [RMastnclure & Transpotasien i B Ny - T
EETE
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Alberta Research Council Inc.

Consolidated Financial Statements

for the year ended March 31, 2006

Auditars” Repor

Congolidated Balance Sheet

Congolidated Stalement of Revenue and Expensa and Crperating Exquily
Consolidated Statement ot Cash Flows

Motes to Consolidated Finangial Statements

Consolidaled Schadule of Allocated Cosis

Schedule of Segmented Information
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Alberta Research Council Inc.

The official version of this Report
of the Auditor General, and the
information the Report covers, is
in printed form.

Auditor’s Report

To the Board of Directors of the Alberta Research Council Inc.

I have audited the consolidated balance sheet of the Alberta Research Council Inc. as at

March 31, 2006 and the consolidated statements of revenue and expense and operating equity and

cash flows for the year then ended. These financial statements are the responsibility of the Alberta

Research Council Inc.’s management. My responsibility is to express an opinion on these financial
statements based on my audit.

I conducted my audit in accordance with Canadian generally accepted auditing standards. Those
standards require that I plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

In my opinion, these consolidated financial statements present fairly, in all material respects, the
financial position of the Alberta Research Council Inc. as at March 31, 2006 and the results of its

operations and its cash flows for the year then ended in accordance with Canadian generally
accepted accounting principles.

[Original Signed by Fred ]. Dunn, FCA]
Auditor General

Edmonton, Alberta
May 18, 2006
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Alberta Research Council Inc.

Consolidated Balance Sheet

as at March 31, 2006

(im I samds of gollars)

ASSETS

Current:

Crash {Mole 4) 9,503 19,749
Marketable sacuritias = guoted markat value Snil (20605 — $383} - 170
Accounts receivatda (Matg 5) 11,511 10,350
Accrued income raceivablo (Mote B) 3,152 3.261
Construction of Fagility (Mota 6) - 1,714
Prepaid expanses 284 492

24,850 26, 725

Long-term:
Property, plant and equipment {Mote 7) 14,452 12 EB5
34,342 39.4&

LIABILITIES AND EGINTY

Currant:
Accounts payable and accruad liakditios (Mot B}
Urnearned contract revenue {Noe &)
Current portion of long-lam debl {Maole 9)

Long-torm:
Long-term debl (Mats 3

Contingencias (Mabe 103

Commilments (Mota 11)

Equity:
Oparating

The wewampuriiny neler ore o indegral part 4 isne fInameiRi S

Approved by the Board of Dircctors

[Original Signed] [Original Signed]

LeRoy Johnson, M.L.A. Jim Carter
Wetaskiwin-Camrose Chair, ARC Audit Committee

Chair, Board of Directors
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Alberta Research Council Inc.

Consolidated Statement of Revenue and Expense and Operating Equity

for the year ended March 31, 2006

{in thousands of dollars)

206 200
Budgel e Adtual Actugl
(Mot 17) (Schedule 1)

REVEHUE
Invegiment frem the Prownce of Albera
Ceneral revenuas (Mot A} 260003 26000
Lontract revenue [Mote 14}
Commerncial (HNole B) 30885 A3 EET
Alberia gavarnmr.ent depd derents aird agenomes (Hote £) 5 TGT = 0eT
Rovaltios, Iceng tg fees and peoduct sales 2753 7.4
Ialarast moome SO0 520
05,505 B2 475

EXFENSE
Salanes. wages and penglits (Note 3) 42523 42 MW 40,061
Prolessingl, techrcal and Fabour samicas {Noles B and 13] .49 8,024 TEBT5
Malenala and SUppes 4 464 3. 5B2 4537
Qher expenses (Mala B 2577 2,204 e
Travel and hosgialiy 237 1,550 1.%09
Amarization 1.778 177% 1,627
Compuiing supphss and s&naces 1.6EZ 1648 1,741
Legal and palenl 1.263 1.095 1,162
Marieng s and reetal i AA0 153
Inzurance (Nola 8y a3 46 466
Tekephone Tad g =23
Provigees 00 wapairmen] ol equpment - -
Royalty expe nse 132 o673
Ingerest 26 45
Pravison for irpairmant of eearkebabie Seoures - i)
ain on zala of ¢quipment - (4]

P 52,818

Mk earrungs for the wesr fram continuing eparains 2155 2457

Net [oss from ciscont nued operations (Bake 3) - . (5120

MNet earmings floss) ‘or Lhe year 21585 i 12, BAE]

Dperatng equby a1 beginming of year 1590 18,581 £1660

Transfar of Facilily (Wote &) 4 795] 24 378

Chocralikg equity al end of yeBr 16535 1E,2H5

Thu accernpanyng notes arg an inkggral part of thesa financial slatamanls.
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Alberta Research Council Inc.

Consolidated Statement of Cash Flows

for the year ended March 31, 2006

{in ithousands of dollars}

CASH PROVIDED BY (USED IN]
Chograting aothitios.:
Mat eprnngs for (e yiar From contuig operaling
Amortizalion
gan o Ak o rarkEte e securiting
Purchase of markeiable secumias
Frocesds oh Sale of rmarkeabi secrming
Prevwisican Ior impaimment of markelabie secuilias
Prowviseod for imypBarmend of Squipgerient
[Hirs Or1 Seil o gquipreni
Med Chpis in roeeEAsh balantes (Weim 12)
Mal cash proveked by oparahmg aetivitias of Conlruutg opmrtions

Mat deaz Jor the year Trom discontinusd Sparabons (Mo 3
¥yl inars of gquipmeeni and leasedhold ymprovesments
Amoalizaton

Gain on digpogal o property, pdan| ard equipment -
Mol cazh provided by (uaed By oparaling aclivitiag of digconinuesd ooorames -
Mat cash prowded By ogedating activiles B AGE

[rymsieng BT RMNiES:
Purchases of proprty, phas) and equipment (4,017}
Purchases lor construction of lacinty (Moe &) (2,667
Proceads on dizpasnl ol property, plinl and eguipmes o35
Nt £sh used b iranasiing sointes (6, 245)

Finanirug adiovitig:
Fapeyment of ieng-tarn gty 1447}

(Decrad %) indragse in cash {1.234]

Ciash an baginning o waar 10,74

oA an end ol yedar 9,50

Supphanetriany cash flow indormebon:
Ineres! paid

Inigrast recewrad

The aeoompsanyird) nedes am an integral parr o tesa inancial skaaments.
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Alberta Research Council Inc.

Consolidated Notes to Financial Statements

for the year ended March 31, 2006

{all tabular amounis in lhousands of dallars)

Note 1 Authority and Purpose
The Albera Research Council Inc. is incerporated under Ihe Alberla Business Corposations Aot (ALberta),

Ettective Apnl 1. 2005 the Albcna Research Councl Ing. “Research Council’] is a subsideary of the
Ministry of Innovalion and Secience of the Province of Alberta. The Mirustry of fnnovation and Science and
iis wholly owned subsidiaries are cxempt from the payment of income lax ynder Section 149 of the
Income Tax Aol

The mission of lhe Research Council is 1o develop and help deploy innovative seicace and lechnoiogy
soluhions for Ihe benefit of Albera,

Note 2 Summary of Significant Accounting Policies and Reporting Practices
The consafidated financial slalements have been prepared by management in accordance with Canadian
generally accepted accounling principles. The arecise determination of many assels and kabiliiies iz
fapendent upon fulure averns, Acrordingly, he preparalion of financial siatements for a repaing period
necessarily invalves Ihe use of estinates and appreximations which have been made wsing caneful
judgment. Actal resulis could differ from thogse estiniates. These consolidated hinancial statements
have, in management's cpinign, Been properly prepaned within reasonable limils of rralenality and within
the framework of the accounting policies surmmarized below.

(a} Basiz of Conschdaion

These conselidated financial staterments include the aceounts of the Research Councr and ils wholly
owned subsidiary, C-FER Technologies {1593 Inc

th1] Markotable Securities

3hares of public cornpanies are recorded at the lower of cost and market valye.
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Alberta Research Council Inc.

Consolidated Notes to Financial Statements

for the year ended March 31, 2006

[all tatigtar amaours in hoasands of dollars)

¢l Fropery, Flant and Equipment

Frogeny, plant and couipment are recorded al cost and are amorlized on a straight-lne: bases e
their estirmAated wuseful lives using the following annual rates:

Building Thurty years
Leasehncld improvements Twanly-five years
Eganparsen! Fuiee to twenty yedrs
Fumidure and fixtures Five years
Computer equipmerd and sollware Three yadrg

Palents and Other Intangible Assels

Fxpenses incurred related to patenis cwned by 1he Research Cauncil as 3 resull of research acldy
arg nol capitalized duc to the sncertain value of benefits which may acorue to the Research Coundil.

Expenses incunned on ihe development of otherinlangible assels including mtellecioal capital are not
capitalized as there cumenily is not an acceptable methodolagy for measunng the valie of Touture
benefitz accrring to the Research Council,

Rovernue Recognilion

Genersd revenues eoeived from the Provinee of Alberls are recognized as revenue in lhe year
approved.

Contract revenue is recognized as costs are incurred, up 1o the contrac roaxinuin and i accerdance
with coniracled cost-sharing ratios. Revenus Trom C-FER ¢ontracts 13 recogrized usmg the
percentage of complelion method, The Research Council makes full prowsion Tor all known or
eshmaled losses on uncomplelad contracts as soon as they can reasonably be estimated.

Faoyalties and icensing fees arg renogrizaed a3 they acerue in accordance with the relevant
agresrments and when the amount can be reascnably estimated and there is redsondble assurance
of oollecizatyhty of groceeds.

Fevertue from preduct sales is recognized when producls are delivered.

Expenses Incurred by Cthers

Senvices contributed by other entities in support of the Reseanch Councils operalions hawve not been
recorded in ihe lingncial stalements and are disclosed in Schadule 1
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Alberta Research Council Inc.

Consolidated Notes to Financial Statements

for the year ended March 31, 2006

fall labular amounts in thousands of dollars)
{g) PensionPlans

The Research Council parlicipates in multi-emptoyer pansion plans with related govermment antities.
Pension casts included in these financial statements are compnsed of the cost of employcr
contributions for the corrent service of employees during the year and additional employer
cortributions Tor service relating (o prior years.

Impairment of Long-Lived Assals

Long-hved assets are assessed for impairment when eventls and circumstances wamanl. The
zamying value of a long-lived asseat 1s impaired whan 1the carmping amounl exceeds the estimated
undiscounted nel cash Tlow from use and fair valuc. In that event, the amounl by which Ihe canying
value of an mpaired long-lived asset exceeds its lair value is charged 1o earmngs, Fair value is
gengially deteemincd using a discounted cash flow analysis.

(i Asset Refirement Qbkgations

The fair walye of a liability for an assel relrement chligation is recognized when a reasonable
eshimale of fair value can be made. The assel retirement obligation is recerded as a liabity with a
corresponding increase o the careying anunt of 1he related long-lived asset. Subsequently. the
asset retirement cost is charged to sarnings wsing a systemalic and raticnal method and is adjusted
1o reflect peried-te-pannd changes in the liakility resukting from the passage of time and revisions o
either the timing or the amount of the original estimate of undiscounted cash flow. As at March 31,
20046 and 2005, We Research Council does not have any asset retirernent obligalions.

Note 3 Discontinued Operations

Effective March 31, 2005, the eperations of the Binlogics business unil were closed. The results of the
Biclogics business unil have heen presented as discontinued operalions in lhe financial statements.

2006 2005

MNet loss from Biologics operations
Severange

Invastonent from Province of Albena
Write-down of equipmen! and leazehold
irmprovements
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Alberta Research Council Inc.

Consolidated Notes to Financial Statements

for the year ended March 31, 2006

{(all tabailar amounts in thousands of dollars)

Mote 4 Cash

Cash consisis prirmarily of deposits in the Consclidated Cash Investment Trust Fund (*CCITF) of the
Province of Alhara. The CCITF is managed by Alberta Traasury with the objective of providing
comgetilive intarast income fo depositons while maittaining maximurm security and liquidity of depositons
capital. The portfolio is comprised of high quality short-tarm and mid-term securities with & maximum
terin to maturity under three years, Inlerest 15 aarnad on the daily cash talance at the average rate of
aarnings of the CCITF, wiuch varies depending an prevailing marke interest rates, The average rale of
inlerest eanned on ¢ash balances in the year was 2.84% (2005 — 2.39%). Cash ol 5843000 (2005 -
S269.000} is hald in teugt for usc in @ Canadian intermational Devatoprng nt Agancy (“CI0AT) project.

Note 5 Accolunts Receivable

20N 2005
Commearcial 0.9 3,111

Alhana government departments and agencigs (Note B} 1,540 2,239
11,911 10,350

Cormmergial accounts receivable are recorded net of 751,000 (20065 - 5547000 of allowance dor
doubtful accounts.,

Wote 6 Construction of Fagility

Ouring 2005, the Research Council began construclicn of 3 new Agriculture Fibre Processing Fadility at
the Mill Woods buildieg.  This lacility was gompleted during 2006 at a total cost of 54,378,000, The tolal
costs newrred during 2006 were 52 667 000 (2005 — 21,711,000,

Ownarship of the facility has been transferred 12 1he Minigtry of Alberta Infrastructure and Transponation
through & charge against equety i the Gurrent kscal year.

The Research Council has emerad inla an agregraent with Wastem Economec Dwersitication far a total of

51,448,000 towards the cost of the 1acility. For tha yvear anded March 31_ 2006, the Research Council
has recognized S264 000 (2005 — 5584,000) a5 commearcial revanue.
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Alberta Research Council Inc.

Consolidated Notes to Financial Statements

for the year ended March 31, 2006

{all 1abular amownts en thovsands of dollars)

Note 7 Property, Plant and Equipment

2006 25
Accumulaied
Cost amportizatisn Mot Met
Land b 366 % - GRE SEE
Building 2,142 5O 1. 634 1675
Leasehaold /mprovements 874 A0 o658 G113

Equipment 36,431 25019 11,412 "™ 4 B63
Furniure and hxtores 128 105 21 26
Computer equipment and soffware 1.757 1476 251 141

S aP0E T § 27514 14,497 12 665

oy mp T =

“The Research Council has entered inlo lwe agreements with Weaslem Economic Diversilication and wil
receive $HO0.000 1oward the cost of equipmant  This revenue 15 recognized into income through
commercial revenug gver the uselul lifie of the assel. For the year ended March 31, 2008, the
Rezearch Council has not recogmzed any revenue as the assets are not yet in use.
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Alberta Research Council Inc.

Consolidated Notes to Financial Statements

for the year ended March 31, 2006

fall tabular amaunts i thousands of gollars)

Note B Related Party Transactions

The following tablas summanize the Rgsearch Council's relatad pamy transactions for the year;
RevanLas

Hatatad Party Ralationship TrRAnsackion 2 2005

Inngvation and sciancg'"? Ministny Investment Revenus  § 26000 § 27862

Innovation and science Minisiny Contract Revenus 35913 3,556

Agncultura, 1o and fural

devgloprment Miniziry Contract Ravanua 289

Econdmic devaloprman Mimginy Contract Paevenug

Enargy Minisery Ceontract Havenue

Environment Ministry Contract Revenue BEd

Finance Mimistry Contract Revenug 5 2

Zaming Ministry Contract Revenue 2 B

Heaalh and wellnass Minigtry Contract Ravenee 28 a4

Inlrastructure and franspoialicn kinistry Contract Revanura 15

Resiructuring and gdvermmient

atwiency Ministry Conifact Rewertire 1

Sustainable resource

devalopmeant Ministry Conlrac! Revenug 45 42
£ 31,067 F 34,803

2
Community developmant Minizlrny Contract Revenus B -
3 {3
o .

" The 2005 Investment revenue includes $585.000 thal is included in Discontinued Oprarations as shom
in Mote 3.
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Alberta Research Council Inc.

Consolidated Notes to Financial Statements

for the year ended March 31, 2006

{all tabular amounts in thousands of dollars)

Expenses

Related Farty Relalionship Transaclion
Inncwation and science Wlinisiry IMAGIE System
agriguliuee, faed and rural
develgprnanl Mirnstry Consulting
Emarooment Ministry Servicas
Finance Ministry Insurance
Infrastructure and
transpofation Ministey Parking
Infrastruclure and
transpari i Ministry Consulling
Festructunng and goavernment
efficiency banisiry Fostage

Included in aceounts recrivable are the following relaled party ransactions:

Related Parly Relatigrishig 20065

Agriculiure. food and rural developmenl Ministry 179
Cammunily deyelopment Miniztry 1]
nnpvation and science Elinistoy 1.205
Ernirgnrment Blinistey 935
Health and wallngss Munistry 2
Infrastrocture and transpotation Minislry 5
Finance Miri=try K

InGluded in accounts payable 15 the following related party iransaction:

Felated Party Relaticnzhip
Finance Ministry
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Alberta Research Council Inc.

Consolidated Notes to Financial Statements

for the year ended March 31, 2006

tall tabular amounts in 1housands ol dallars)
inciuded in ungamed conteact revenye are the following relatad party fransactions:

Felated Party Relationship 2006

Agricoliure, fosd and ural development Mgty Fr=
Economic devalopmant Minizbny -
Erwirenrment Miniskry 166
Finance Mliniskny 3
Health and wellness Riniskry -
Innowation and science hArigEry 450

Susiginakle resource deseldpraant Minisine 46
5 737

Included in accrued income raceivable arg the following refated pary Wansactions:

Related Parmy Relationship 2006
Agriculture, iood and ual develsprienl Pelinisty

Innavation and science Wi mistry 164
154

Accommodation costs

The pramises ococupied by the Besearch Caongil, as well a3 same office furnilure and tenant
improvemeants, have been provided by the Pravince of Albarta at no cosi (see Schedule 1)
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Alberta Research Council Inc.

Consolidated Notes to Financial Statements

for the year ended March 31, 2006

(all tabular amounts in housands of dolkars)
Nate 9 Long-term Dakdt

2005

5.37% meorgage, due October 2006 payakble in manthly

inslalments of 328,275 including interest 273
273

Less: Currenl porton

A demand debenture wilh 2 fixed charge over land, building and equipment with a nel book value of

£33 206,000 (2005 — 53,242 300}, a fleanng charge over olher assets, an assignment of insurance
proceedls and a general securily agioement registered under the Persanal Froperty Secunty Act creating
a fioaling charge over all praperly and assets. both present and fulure Tras been gledged a5 collateral for

1he mortgage.

Note 10 Contingencies

{a) Dwring liscal 2007, lhe Rescarch Councel was made aware of g $2,200,000 claim relating to
intellectual propeny cwnership. wiich was filed by & lormer employes. Management fesls hat the
claim is withoul ment, however, the likelinood of loss iz not determinable al his tme. Any settlemeant
that may occur would be acuounted for as a charge against eamings in the year of setil@ment.

The Resgarch Council is aware of a comtraciual dispote witly a farmer projoct partner. Sy
scitlement thal may occur would be accounled for as a charge against eamings n the year of

saltlement.
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Alberta Research Council Inc.

Consolidated Notes to Financial Statements

for the year ended March 31, 2006

fall takular amounts in o sands of dodlars)
Note 11 Commitments

Futura minimum lease payments far office equipment and vebicles over the next four years and in total
ara as Igllows:

Yaar ending March 31, 2067 141
2008 114
2005 S
Mo 33

Note 12 Net Change In Non-Cash Balances

el 2005

Accouris ragaivablo (f.5961) (1,617}
ACCrUed ingome reonvablg 109 {369)
[y 1=0 L - 130
Propaid expenseas 208 {325}
Accounts payakle and accrued liabilities (7671 3,724
Lineamed contracl revanue 1,852 [ife)

{159) 1,871

Note 13 Pension Plan
The Resgarch Council participales in twe multi-employer pension plans, Manegement Employess
Fanskir Plan and Poblic Service Pansion Plan, as well 23 2 Dalinad Contribytion Plan. The expansa for

thass pension plans is equivalent to tha annual contnibulions of $2, 506,000 tor the year ending March 31,
2006 (2005 — 52 208,000}.

MNote 14 Contract Revenue

Curing the year, the Research Couneil provided £nil (2005 — $147 000} ol sarvices in exchange for
shargs and wanmants of public campaniss. The services were measured 8t tho cost ingunrad.
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Alberta Research Council Inc.

Consolidated Notes to Financial Statements

for the year ended March 31, 2006

Note 15 Board of Directors and Senior Executive Salaries and Benehts

2006

CHher Mon-
Base Cther Cazh cash
Halary Berghts™'  Benghis'™ Tatal Tedal
Chair of the Board™ g - & - & - 5 - 3 -
Board Membwrs - 14 485 . 14,485 9 261
Chigf Executive Officer 190 020 55.000 305 954 283 560
Exccubiveice Prezidents

LChial Finangigl Qffiger 129 264 15 000 176,234 1254584

Arsoacie Wiee-Presidoert, Hamarn
Resgrces ™ 115 £43 7.000 157,529 5T 035

Vice-Presidant Encigy 178 008 39 000 238 055 16,263

Viee-Presdent Engqecored Frodests
and Services 120 648 22 500 164 512 124 673

Vice-Presidont External Relatans &
Llhaneces 114 &34 10 Qo0 145 027 131,344

viee-Fresdem Integrated Resaunse
P& mAge men 1240 50& 15000 181 9241 195,667

Wice-Presdan. Life Scigncas 188,218 25,000 251.880 209,539

Vice -Fresiden], Mew Yenlturas 156 QUG 15,000 197 544 182 9401

Base salary includes regula:s base pay
Dther cash benelils include bonuses, overtime. lump surm payments and honoeana.

:3] Benefis and allowances includes the employer's share of 1he cost of pension, Canaca Pension Plzn,
Emplayment Insurance, deqtal, major medecal. basic life insurance, shert and leng-term dsabality employoo
health casc cxpenst accounts and vacalion oecrual, B alsa meluges car allteance, paymenls made in heu of
bencfite ad memdership feas.

Remuneratian of the Chair 2f the Board was paid Gy Inrevalzn and Stience

Associale Vice-President Human Resources pasition started Maoyvember 1, 2004
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Alberta Research Council Inc.

Consolidated Notes to Financial Statements

for the year ended March 31, 2006

(all tabular amounts in Ihpusands of dollars]

Note 16 Finarcial Instruments

Frnanciat insleurngnts consiat of accounts receivable, accrred income reccivable, marketable securities
and leng-term mwgsiments which will resell in Julore cash receipls az well as accounts payable and
accrued ligbilities and long-term deb! which will resoll n fulere cazh oullays.

Fair walye cslimates are made =1 & specilic paint in tme, based on relevanl market information and
mformatian abeuot the financial mswrument. These eslimates are subjective in nature and ineelve
uneertainties. malters of significant judgment, and theretore cannot be determined with precisicn,
Changes in assumplinne could significanily aflact the estimates.

The Tair values of accounis recewabls, accruad income receivable, accounts payable and accrued
liabilites approimate the carmying values due 1o their shomt-tenns 1o malunity. The fair value of e
markelable securiigs is their markel value as disclosed on the balanee sheet.

The B value of long-12m debt appmximates 2 carying valre due 1o the fact that the interest rales
approximate the marked rate at March 31, 2006,

The Resear:h Coundil is expozed to nermal credil nsk with respect bo s commercial sales  Hawewver,
this 13 minimized by the Research Councl 5 pregram of credil evaluation of new custamers, Prowsons
are mantained for polential credit lsses, and any such 0g5es to date have Been within managemem's
expectalions. The Ressarch Council is not cxposed 1o signilicant cradit risk fiom any ore customer,
Options and Warrants

As part of the conGaderalion for granting vanous oenses, e Research Council will sometimes recawe
aplions and warranis 13 acquire commoen shares of public compares. The Research Council i sutyect 10

market risk with these stock eptions and warranis. As a resutl, the value of these finaocial instrumeants
will fluctuatle as a resull of changes i market prices.

Note 17 Budyet

The 2006 budgel was approved by the Board of Direclors oo March 30, 2005,
Note 18 Comparative Figures

The comparative figures have heen rectassified where necessany 1 conlorm wilh culrent year
prescrialion.
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Alberta Research Council Inc.

Consolidated Schedule of Allocated Costs!"

for the year ended March 31, 2006

(all tabular amaunis in thousands of dollars}

Schedule 1

2008 2005
Expenszes
Incurred by
Others
Accommuodation

Expense” Costs™! Total Expenses  Tolat Expenses
Total Expense £ B4 803 15,526 3 &0 324 s Tr212

p—

——=) o

1 these allocated costs were pad for by the Research Gouncil, fhe Province's contnbuban 1o 1he
Research Counci would be increased by $15,526,000 making total revenue for 2006 584,001,000, Net
profit for 2006 woutd have remained at $3.672,000.

' Expenses as per Consolidated Statement of Revenue and Expense and Operating Equity.
# Accommodalion costs, including premises ectupied by the Research Countil, as well as some office

fumilure and tenant improvements, have been provided by the Province of Alberta ak no cost, The
Pravinge's ¢osts o provide this suppert are as follows.

2006 2005

Agcommodatan cost
Building maintenance £.629 T.707
Granis in ligu of 1axes 1,621 1,827
Lease cogts 1,864 1,935
Project expensas . 17
Armortiizabion 2,812 2,007
15526 14,383

e
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Alberta Research Council Inc.

Schedule of Segmented Information

for the year ended March 31, 2006

{all tabwlad amounis in 1hcusands of dollars)

Schedule 2

The Research Council has five reportable segmems: engrgy, infegraled resource managermeant.
enfneerad products and services. Ife scignces and corporateicommergialization. Thege segments
represent the company's managemen? structure and internal iinancial reporing.

The Research Council derives ravenue 1hreugh technology development. demonstration and deplayrment
work. conducted within these units. Energy develops and helps industey deploy technolomes that
improwve recovery and reduce the production costs lor nydrocarben, cleangr and altemalive energy
technologies. Inegrated Aesource Management brings industry. government and eommunities together
to create innovalive science and technolegy solubons that enrich lile with environmental, econemic and
spcrl benefits. Enginesred Preducts and Services devilop and deploy value-added hio-based products
and processes. Lite Scences provides The cxpertise raguired by Albena bic-induestey SMEs for praduct,
process and scale-up development, supplemented with exbernal resources as requirad.

Corparale/commercialization ncludes general and administrative expenses that are not allocated 1o
specitic segments. Revanuas include inferast, royalty and othgr revanucs that have not been allecated 10
specific sagments,

The accounting policics of the reponable segmeants are the same as those described in the summany of
signiticant accounting palicies ir Mote 2 excep! for subsection if) Expenses Incurred by Others. The
Research Coundl allocates these expenses acress the segments based an the marke! value of 1he
spricas received by each segment. The Resgarch Council evaluates performance basad on aperating
surplus ar deficit before exlraondinary tems and discontinued operations.

Financial information by reportable segment 1or the years ended Mareh 31, 2006 and 2005 13 a5 follows
fin thawsands af dollars):

i Qperating resuits by aperabing seqmen:

LLCH
Imtegrated Engineerad Corprerale
Retouroe Prowducls & COMmMMmeGeal-
Managernack Serices Life Scienges 1Zation Taal
Exfernal revenue 5 K] o2 % 6538 3 2529 & 27492 5 22 4TE
[rraws an Proswncial
nvesimeant Funcs J,503 4,713 A GEA A 560 261
12,825 & 11,250 G557 111 Eg_ _ g 65 A7S

Arnarhzation of
S&RQMENT a522% : 3 fad 5

Sagmant earrrigs
(loss 125 3
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Alberta Research Council Inc.

Schedule of Segmented Information

for the year ended March 31, 2006

tall labular amounts in thousands of dellars)

Schedule 2 - continued

20015
Imegrated Engineerea Corporate!
FResource Preducts & Eorm Ercial -
Energy Management —gmicas Life Sciences izalion
Extarnal revenus 2141 3 5303 5 5181 3 1,798 % 4,580
Drawr on Pravincial
inyestrmen] Funds 4 445 5593 5 B50 AT 8054

29 540 1065 3 10 fa 1 5,988 12 544

awotization of
segment az=els

SEQMEn; earmings
{lozs] 2,047 3 {183 3

Segment pperating asgats:

JE
Inteqrated Engireergd Carperales
R sacroe Froducts & carremeroal-
Enargy I'u'langgemem Sernces Lile Sriences izalion

Zegmen! a5sels
purchazed dunng

the year 10 & TR - 1775 5 age &

Tatal seqrmen;
d==B1s 5BGY F 2363 3 ArH 5 1EB1 &

2005
Integrated Ergireered Corporate!
Resource Products & COMMErs Il
Energy Managcmconl SEMICES Life Sciences izzlar

Segmeni azzals
purchazed dur.ng
the year 1,317 & R -

511 5§

2B 5

Total segmen”
A55E1S 5911 5 2089 % TE0r % 1675 5
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Alberta Research Council Inc.

Schedule of Segmented Information

for the year ended March 31, 2006

{all tabralar anwunts in thousands of dollads)

schedule 2 - continued
=-FER Technologios {1893 Inc.

C-FER Technologies (1993) Ing, {*C-FER ') & a wholly owned subsidiary of the Research Couencil and is
included within the Energy Segment presented above. Separate financial slatemmcents are not provided for
C-FER as i1s business is clasely integrated with that of the Research Counal and disciosune in these
statoments i5 considered adequate. The following agoregaie armounts are ncludad jn hese poneniidated
financial slatements in respect of C-FER'Ss financial position, results of operations and cash flows:

JLHIE 2003

Balance Sheel
Current assets 3,710 2,764
FPropsrty, plant and egquipment 3,206 32492
Cunrent liabilities 5,291 4678

Staterment of Operations
Tatal revenue 7817 7020
Tatal expenses 7347 6235
ket earnings from operationg EL a5

Statement of Cash Flows
Cash proveded by {usad) by gperating
aclivilies
Cash used in investing activities
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iCORE Inc.

Financial Statements

for the year ended March 31, 2006

Auditor's Report

Slatement of Gperalicns

Statement of Financial Pasilion

Statement of Cash Flows

MNotes to the Financial Statemenis

Schedule of Board of Oirectors and Senior Executive Salaries and Benefits

Schedule of Related Parly Transachions
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iCORE Inc.

The official version of this Report
of the Auditor General, and the
information the Report covers, is
in printed form.

Auditor’s Report

To the Board of Directors of iCORE Inc.

I have audited the statement of financial position of iCORE Inc. as at March 31, 2006 and the
statements of operations and cash flows for the year then ended. These financial statements are the
responsibility of iCORE Inc.’s management. My responsibility is to express an opinion on these
financial statements based on my audit.

I conducted my audit in accordance with Canadian generally accepted auditing standards. Those
standards require that I plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

In my opinion, these financial statements present fairly, in all material respects, the financial

position of iCORE Inc. as at March 31, 2006 and the results of its operations and its cash flows for
the year then ended in accordance with Canadian generally accepted accounting principles.

[Original Signed by Fred J. Dunn, FCA]
Auditor General

Edmonton, Alberta
May 5, 2006
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iCORE Inc.

Statement of Operations

for the year ended March 31, 2006

{in thousands)
2008 2005
Budget Actual Actual

Havenues
Internal Govermment Transfers (Note 2 S 10.620 5 12370 O LI s,
- T Tr
10,620 12,437 10,208

Oiher Revenue

Expenses - Diregtly Ingurred
Research Grants (Mote 29 q,450 10,488 7023
Graduate Sluder Grants {(MNatoe ) - 579 1,084
Salarigs, Wages and Employee Banelis SED HE) RS
Communications 350 450 Add
Supphes and Services 260 254 175
10,620

Met Operating Rasvls

The accompanying notes and schedules are part of thase financial stalemeants.
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iCORE Inc.

Statement of Financial Position

as at March 31, 2006

[in Ihousands)
2008 2005

ASSETS
Cash 106 748
Accounts Receivable - g
106 783

CURRENT LIABILITIES
Acoounts Payvahle and Accrued Liakilitias

CONTRACTUAL OBLIGATICGNS {Hole 3)

MET ASSETS
Met Assets [Met Liabilities) at Beginning of Year
MNet Cperating Results
Wel Assets al End of Year

The accompanying notes and schedules are parl of these financial slatements.

Approved by the Board of Directors

[Original Signed] [Original Signed]

Cr. Seamus CFr3hes Or. Peter Fiynn
Chair of 1he Boarg Chair of the ([CORE Audit Committes
iCORE Ing ICORE Ing
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iCORE Inc.

Statement of Cash Flows

for the year ended March 31, 2006

(in Ihousands)
2008 2005

CASH PROYIOED 8Y (USED M)
Qperating Transactions
Met Operaling Resulis
Dhecreaze {Increase) in Acgounts Receivable
{Decrease) Increasa in Accounts Payable and Accrued Liabilities

Cash from Operating Transaclions

{Degrease} Increase 0 Cash
Cash, Beginning of Year

Cash, End of Year

The accompanying noles and schedules are part of these hnancial stalements.
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iCORE Inc.

Notes to the Financial Statements

for the year ended March 31, 2006

NOTE 1 AUTHORITY AND PURPOSE

ICORE Inc. 5 ineorporaled under ihe Albens Business Corporatons Act [Alberta).

Effeclive April 1, 2005, iICORE Inc. is 3 subsidiary ol 1he Ministry of onovation and Science of
the Province of Alberta. The Ministny of Inngeeation and Science and its whally owned
subsidizries are exempt Ieam the payment of income tax undear Section 149 of the Income Tax
At

The mandate of (ICORE Inc. iz o afiract and grow a critical mass of outstanding researciers in
ihe fielits of computer scignce, electrical and compuler wrgingering, physics. madlhematics and
other infermation and cammunications technology related disciplines, ICORE Ine. invests in the
highes! calibre research scientists and leaders who work on fundamental and applied problams
inn infarmatn and communicabions echnology. 1L aims 1o land (WCORE Chairs at Alberta
unverssties, around wheh world-class research teaims will be doveloped.

NOTE 2 SUMMARY COF SIGNIFICANT ACCOUNTING POLICIES AND
REPORTING PRACTICES

These financial slalemrentz have been prepdared by managemen] in aceordance with he
recommendations of the Public Secler Accaunting Board of the Canadian Institute of Chartared
Accountants The precise determnnaten of many assets and habilities is dependent on lulure
evenls. Accordingly, the preparation f financial staternents for & reporting parod necessarily
involves e use of eslimates and approximations swinch hawe been made using careful
judgernen. Actieal resulls enuld differ fkom those estimates. These financial stataments have, in
management’s apiridgn, been properly prepared within reasonable Tirmts of matzriality 3od within
Ihe framework o the accounting pohoiss summarized below whuch have been eslablished by
government for Provincial Corpocations.

{a)  Basis of Financial Reporting
Revenues

All revenues arc reported on ine accrual basis of accounling. Cash received los whech goods or
services have mot been provided by year end 15 recorded a2 unedrmed revenue.

Internal Government Transfers

Internal govemment tranafers are trangiers bebwccn entities within |he government reporing
entity whers |he enlity makieg the fransfer 2oes nat recsive any goods of semvices diractly in
refurn
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iCORE Inc.

Notes to the Financial Statements

for the year ended March 31, 2006

Expenses

Gireclly Incurred

Dirgtily incurred expenses are those cows iCORE Inc. has primary respongibility aned
accountabilily for. a8 reflacted in the Government's budget documents.

Grars are regognized when authorized and eligibibty crileria are mel.

incorred by Chers

Bervices contributed by olher entities in support of iCORE Inc. operations are disclesed in
ESchedule 2.

Ascais

Financial assets of iCORE Inc arg limited (o financial claims, such 35 advances to and
receivables from olher organizalions. employees and other individuals.

The threshold Tor capitalizing new systems development is $100,000 and 1he hreshold for al
other langible capital assets is 35,000 {2005 - £5,0000

Lizbilities
Liatilities represent all financial claims payable by iICORE Inc. at fiscal year end.

Met Assets/Net Liakilities

Mel asselsingt labilities represents the diflerence between ihe carrying value of assets held by
ICORE Inc. and 1ty Liabilites,

Valuation of Financial Azsats and Liabilities

Fair value is the amount of consideralion agreed upoen in an arm's length transaction between
knowladneable, willing paries who are under no compulson b act.

The fair valucs of accounts recevable, accounts payatile and accrued liabilities arc estimaled to
appeoxirnate 1her book valpes,
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iCORE Inc.

Notes to the Financial Statements

for the year ended March 31, 2006

NOTE 2 CONTRACTUAL OELIGATIONS

fin thousands)
2005 2005
Gram agresmarnts 1B, /61 ] 11,811

The aggregate amaounts payable for 1he unexpired terms of thesc contractual cbligations are as
followes:

Granl
A.E reements
2007 % 5513

2008 5 .aae
2009 4 424
2010 2850
Thereafter -
18 Fé1

NOTE 4 TRANSFER OF CWNERSHIP

A5 approved by the ICORE Board of Durectors, 1he Algena Science and Research Autharity
(ASEL), and the Govermment of Albena via Order in Coonait 1032005, all shares in i$0ORE ne.
wene transferned from ASRA 1o e Ministny of Inncvation and Science, effective April 1, 2005,

NOTE 5 CHANGES IN GRANT PROGRAMS

Curing Tiscal Z004- 205 the Graduale students grant progran was lunded and managed by
iICORE Inc. For ke 2005-200% fiscal year, 32,000,000 for the program was funded by the
Mimztry of Advanced Education and 3579 286 was funded 3y iCORE Ine. iCORE continued e

manage the program.  The funding provided by the Meinistry of Advanced Education is nat
reflecled in fhese financial statements.

NOTE & COMPARATIVE FIGURES

Curlan 2005 figures have beon reclassified to conform to the 2006 presertation.
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iCORE Inc.

Board of Directors and Senior Executive Salaries and Benefits

for the year ended March 31, 2006

Schedule 1

2006 H05
Baza Ohor
Salary'! Benelts™  Tolal Teotal
Chair of 1he Board! 5 fz2d4zz 0§ - & 12422 g 20,1682

President and Griel Execulive Cfhger™ 245 4732 - 246,432 202,316
Wice President, Programs OrF. 241 32 552 129792 124 414

Prepared in accordance with Treasury Board Direciive 03/2004.

“' Board members receive no compensation.

Base salary mchrdes reqular base pay

Ermptoyer's share of all employes benefits and confriculions or payments made on behalf
of employees including reliremneant savings plan, haalth care, denlal overage, vision
coverage and professional development allowance.

The salary amount {including benefits paid by the University) for the President and Chief
Executive Officer, whase term stared January 1, Z00% is 3246 432 paid t0 the University
of Alberta for 100% secondrnent.

The posilion was occupied by twa indwiduals in the 2005 yvear. The salany amount
(including benefits paid by the Universiy] for the former President and Chiel Executive
Oifficet, whose lerm ended December 31, 2004, was comprised of 379,163 paid 10 the
University of Calgary for 30% secondment and 360,000 for consulling services. The
salary amaunt {including benefits paid by the Universily) for the new President and Chiet
Executive Officer, whose lerm stared January 1, 2005 was 563,153 pad o e Linivarsily
of Alkera for 100% secondment,
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iCORE Inc.

Related Party Transactions

for the year ended March 31, 2006

Schedule 2

Related parties are hose entities consolidated or accounted for on the modified equity basis in
the Province of Alberta's financial staterments. Relaled parhes also include management in
ICORE Ime

ICORE Inc. and it employees paid or collected cerain taxes and fees et by regulation tor
permits, licences and other charges. These amounts were incurred in the normal cowrse of
business, reflect charges applicable to all ugers, and have been excluded from this Schedule.

iCORE Inc. had the following transaclions with related parlies recorded on the Statement of
Ciperations and the Slatement of Financial Fosilion at The ameunt of consideration agreed upan
betwesn the related parties:
[in thousands)
Entities in the Mirnstry Dther Entilies
2005 2005 2008 2005

Favenpges — Imernal Governasenl Translers
rant iram Gepartment of Innovahon and
Scignce

Expenzes - Direclly Incurred
Giant Payments 1 Ministry of Advanced g 10871 % 8289
Education — Post-Secondany Inshtulions
Pavyables 1o Alberta Government - - 657
Depariments and Agsncies
Faymenis o Alberta Research Coundil 10 i)
Ing.

¥ 10 ¥ 8 10871 §F 5986

ICORE Inc. alsa had the foliowing transactions with related parties for which no consideralion
was exchanged. The amounts for these relaled party Iransactions are estimated based on the
costs incurred by the senvice provider 1o pravide the senvice. These amolnts arg not recorded
ir the financial statements.
{in thouwsands}
Entitigs in the Minigtry oiher Entities
_2oDs 2005 2006 2005

Expiznses — Incurred by Ofhcrs
Accommeodatian fram fhe Province of
Alberta
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Alberta Heritage Foundation for Medical Research

Consolidated Financial Statements

for the year ended March 31, 2006

Audilor’s Bepor

Consolidaied Stalcment of Fitatcal Position
Consedidiatgd Stauement of Operstions
Conardicdated Statwemem of Changes in Net Assgls
Conselidasd Statement of Cash Flows

Wotes w whe Consolidated Fimancial Statemients
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Alberta Heritage Foundation for Medical Research

The official version of this Report
of the Auditor General, and the
information the Report covers, is
in printed form.

Auditor’s Report

To the Trustees of the Alberta Heritage Foundation for Medical Research

I have audited the consolidated statement of financial position of the Alberta Heritage
Foundation for Medical Research as at March 31, 2006 and the consolidated statements of
operations, changes in net assets, and cash flows for the year then ended. These financial
statements are the responsibility of the Foundation's management. My responsibility is to express
an opinion on these financial statements based on my audit.

I conducted my audit in accordance with Canadian generally accepted auditing standards. Those
standards require that I plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

In my opinion, these consolidated financial statements present fairly, in all material respects, the
financial position of the Foundation as at March 31, 2006 and the results of its operations and its

cash flows for the year then ended in accordance with Canadian generally accepted accounting
principles.

[Original Signed by Fred ]J. Dunn, FCA]

Auditor General

Edmonton, Alberta
June 6, 2006
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Alberta Heritage Foundation for Medical Research

Consolidated Statement of Financial Position

as at March 31, 2006

fLhonsails ot duallzrsn

it 2004

Clurrer
Cash (Nuole 1)
Agcmmls rec e alble
Aceounts receable-cmgloves loan i Mote 14
Aelvances and prepand expionses

-

5 GoER3
BIEY

o

=
— iy
i-

[T
1012

‘A
] RS [ R P D]
ed] A

o
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r

Lonz-Term
Froperty, plam and conipment [(Solg 53
Frployes Loan {Note 143

R
T
813

—
- -
oL

Tuatasl Ayt 5 S 10.78R

Liskilitics amd ™0 Asscts
C'urrent
Acceunts payahle eod scemicd lishilities O : 1.344
[leleroeel conteibutions (Mote §) 1152 &.[G5
BEET EETCE

Lane-Term
Acered ectigement allovwanes (MNole T) | a4
Accrucd eepistered ponsion abality (Mol 6} at Rdh
Mefemed lewse indocemeent 13 -
N} G

Total Laabilitios B Led 10k

et (Liobtltiesy Agsels §Naote ) (&3] )

3 |0L7RE

The acconpanymy netes are part of these financial slalencnes.

Approved by the Board:
[Original Signed] [Original Signed]

Gail Surkan Richard Haskayne
Trustee Trustee
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Alberta Heritage Foundation for Medical Research

Consolidated Statement of Operations

for the year ended March 31, 2006
tehes oy of dallars)

Reveriaes
Tramurers from Tngdoss ment Faud (e 4}
Heahh Besepreh € allaboratum [soie B
Canmachiom Meugses ovndatien
Hueadth Qualicy Couneal ul Alners
Liooationes
Imtery st
Beemvenes an Lechnelagy Cammereialisanon ¢ Nele 0
Unispend Girate Retarmny ¢ Note 151
Ciher Mo venues (Mote 163

Lxnenses

Coaarets amid awanes
Perzomncl
Traimmny
Techroloey conumercialization
Appleedt beaith rescarch
Challesige ot {MNole Fd)
REARCH Canada {MNote L7
Ciher

Program Delvery
HY RS prowmiem
Technalogy commeroizlizaton
Health techrology assessiment
Apphed health research programs

OpeTal Lo
Propram plasming
Peer review
Coormumicatienes e edusaton
Fualuation, analysis and infurmalon seniecs
Altiin ekt ot

Tl Expenses

(Ocficiney ) exoess of reveniues over exponses
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Alberta Heritage Foundation for Medical Research

Consolidated Statement of Changes in Net Assets

for the year ended March 31, 2006

1thowsards of dollars)

NG

Iovested in

Fropery,

Plamt aied
Fayuimuoent  Uneresiricled Tmal Tomal

Balance at besinning o vear EE L I . S nul S0y
[Neficrawyd encess af revenues over expenses 230 2330 18500
Purchase of property, plant ad

CYUIpIEN

Procceds fronm dispasal ol property,
plant and eyuipoent

Loss on disposad of propenty., plam
it cquipmonl 53

Amoitization of property, plant and
Eguipment (139} 154

Balange b el of vear 370 fa23) 5 (353 5 oE]

140 Alberta Innovation and Science Annual Report 2005-06




Alberta Heritage Foundation for Medical Research

Consolidated Statement of Cash Flows

for the year ended March 31, 2006
[thanaands nt dallars]

211 LN

Opuraling wclivitics
{Defrw ey oxeess ol revenges ver CXPenses 5 (1.233)
Amwriieatien of property. plant and cquipment L

Loss wn sude ol property, planl and cquipment 3
(1.0

Change in non-cazh apesisting workig gl
Accoums reecas ahle 144 (237
Employee lean received [udvanced) - {2003
Advances and prepand expenses 5 143
Accounts puvable and occrued liahilines 30l (253
Lclerred comobunions {883 327
Aceried renirement allowanes 342 bl
Accred registered peosion liabiling {6 {31}
(B 129) L3632

Investing activites
I'urchase of property. plunt and couipiment (183}
Procceds on disposat of property, plaot and wquipnent 10
{175}

et fdecrease) increase 10 cash for the vear 1,304

{"ash al beginning ot yeur Q833

Caah at end of vear S .54
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Alberta Heritage Foundation for Medical Research

Notes to the Consolidated Financial Statements

for the year ended March 31, 2006

ol |

Authoriy ad Purpose

The Alberta Heritare Foundalion for Medicul Researeh (the Foundation operates
utwler the authonty of the Hherie Herituge Fouefarian for Meeico! Reseaveh oy,
Chupler A-21, Revised S1atwtes of Alberta 2004, as amencded, The Foundation is
excmpt from ineante 1ax undee sectieon TN 1) of the freane Fa Aot

Tlee Fondation supports and promotes rescarch in Albert to improve health and
thetehy the quality of lite of Albertans amd poople throwshowd the world.

Stemficant Aveounting Policies and Reoporting Practices

These consolidated Nnancial statbements hive boeen prepared by management in
accordunce with Canadian generally aceepted agcounting prenciples.

Ag the precise determwtion of maoy assets and liahilitics 15 dependent upon
futurg events, he proparation of financial statements for g period necessanly
ivolyves 1he use of estimates and approximations. Significant tems thal regoired
the use of cstitmtics or appruximations n lhese financial statements wers Accrued
retirement alhowance, Accrued pension lishility and Commitments. Althouzh
these cslimates and approximations have been magde using carefal jedement,
actual results couled differ from those estimates. In manapement’s opinion, these
congolidated fnancial slawments bave been properly prepared within reasonahble
limits ol materialily and within the framework of the accaumting policies
summarized below,

(a) azis of Presentation

These cansolidated fancial statements include the sceounts of 1he
Alberta Founlation for Health Rescarch, 2 whaolly cwned subsidiary of the
Foundation. which opersics under the Alherta Companies Aot and 52
repistered chartable orpanizanon [or income tax purposes. The Alberla
Foundation [or Health Research activitics are directed o prometc and
supporl muedical and health research.
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Alberta Heritage Foundation for Medical Research

Notes to the Consolidated Financial Statements

for the year ended March 31, 2006

Note 2 Stgmilicent Accounting Policics and Heporting Practices (oonimul)

i3+

Property, Plant aml Egquipanent

Propenty, plant and cyuipienl wre recordod at cost less accumualaged
amortigdion, Property, plunt and cguipment, cxecpt for leaschald
improvements, are smnortized on o stroght-tine basis over thear vstimated
wsefirl Bives at the [ollowing annual utes:

Furnitare i
Offce Tquipment 20175
Compuler Equipment 3aeg

Leaschold improvements are aportiAcd on o strdghe-lioe Basis avet the
e of the [ease.

aer Value ol Finamcial Instruments

Short-termt instruments wee valued a1 theit carrying amounts ineluded on
the consolwdated statenent of Gwancial position, which are reasonahle
vstimuates of Tait valoe due to the relatively short pertod w matundy of the
instrurnents. This approach applics to cash, resticied cash, aceounts
recely able, advances, accounts payahle and acerwed lalbddinies.

Revenue Recognition

Unrestocled contributinns are fecogmsed a8 cevenue in the cureem period
i 1he amount to be reeerved can be reasonably estimated and collection s
reasemably assured, Unrestricted bmvestment income is recognized as
revenus when camed.

Restricted contribations aee deferred and are recognized as revenue in the
petiodl in whach the related expenses are incureed. Restrictod investment
neemne is defermed and recognived as revenng b the peciod 10 which the
related cxpenses are incurrcdd,

Grants aod Awards Cupense
Grants andd awawls approvad by the Trusiees of the Foundation are

tecordud when substanuially all terms and eonditions for the
implementation of the grant and‘or award have beaen et
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Alberta Heritage Foundation for Medical Research

Notes to the Consolidated Financial Statements

for the year ended March 31, 2006

Mol &

{ash

Cash consists of deposits o the Consalichited Cash Investmen Trost Fand
{CCITE ol the Province of Adberta Tl CUTTE is managed wiath Ibe objective ol
Previcling compelitive interest inconwe to depesitors while maintaining appropriale
security and lepadity of depositors” capatal,. The porttabic 15 comprised of high
guality, shot-teren apd pvid-term Dxed income scounbios with 4 ns i lem fo
Malunity ot three vears. As at March 31, 2000, sceuritres held by the COCITF have
am average cftective market yicld of 36%% per annum (Margh 31, 20005 - 2749,
por annump.

Trustees hanve authority 2o drase dovon wds trom the gdowment to coser cash
requirements. Cash s thereFore deas i [Tom the cudasment on an as neaded
basis. bumds (o cover defereed contribudions (Mot 81 are alse inclubed v Cash
ancl maimuned in the Consolidated Cash [nvesimem Trust Fund.

Alberta Heritage Foundation for Medical Research Endewment Fund

The Encdowment 1und oporates pursaat 10 the Alberta Hertuge Foundstion for
Muheul Rescarch Act and consists of an initial endovwnent of 3300 million from
the Albena Hleritage Savings Tnost Fang tosedher with comulative carmings
therenn, less cumulative translers 1o the Foundation. o the 2005 Spomy sessmn

o the Alberla Legislature, the (Government announced its commitment W incrcasc
the Endowment Fand by an addittonal $5300 miallion, As at March 31, Xh, 330
million bas been transfemed (o the Fund under this commitment.

Transters o the Foundation are available @ the requeest of the Trestees of the
Foundation provided that soch wansfers do nat result io the net assels of 1w
Endowment 1und, valued al cust, being less than the inital endowment,

A darch 31, 2006, the net assets of the Endewsmes Fonc valood at cost were
approximately S1.129 hillion (2005 $871 nillion) and the markel value of the
Investments was 51,210 billion {2005 81 2 million).

144 Alberta Innovation and Science Annual Report 2005-06




Alberta Heritage Foundation for Medical Research

Notes to the Consolidated Financial Statements

for the year ended March 31, 2006

Noe 5 Property, Plant and Fouprem

J(H1A 2HI%
A laned et Bincek e Bowux

Amisrh Al i alee

[ thomsispuds of AhelLirs!

Furmzdee aned cabipng e ful i3 . E [
Cempuaer dardware aned sofnare 2 h.lns In%

Laasetmlid nopen, eassens . |74 Ay
; | GKS o 324

otz B Pension Plan

Thee Fomndiation s penrsion plan is a defined benefit plan. An aclomial vaiwanen of
the plan was carei oul oo March 21, 2000, This valuation was prepared using

A extrapolation o the March 310 2004 valuation resalis 1 March 31, 2000, The
next actoerial valuation foe hnding purposes must be ot an effectivg dite no Laker
i March 3020070 The following sizneficam actuarial assumplivons wers
mnptayed 1o desermine the pension expense andd the aconud benelit obligation:

200k 2KI5
Bzl lpaag-teaco rite ol return on plan assels 7.1 .00
Thsonn rate ) IR, Al
Accunwed rate of salary escibiding 4. 450% 450

The transitienza] assel s beinge mnortized over e AveTage Temaining service
peniod of active enyployess expeciad W recoive bencfits under benctil plans.

The ¢ost of pensions and other retivement bynefits camed by employees is
drteeming] vsing the projeeted enefit method prcorated o servige and
managemerd s best estimate of expected plan investment performance, salary
cscalation and retivepen aees of emaployvees. The discowntt rate used 1o determune
1be acenued benefit obligation was determined by reference 10 markel mteresl
ralus i the measurement date on lugh-gualily Jebt instruments with cash flows
that miaich the timing and amount of expected benelit payments, For pueposes of
calculating the cxpected reiwm on plan assets, these assets are valued at faw value.
The exgess af the net acluarial gain {Joss) over 109% ol the peeater of the henefl
oblipatian and the fair vithie of plan asscts 3 amorized over the average
remaintitg service W of active employees.  100% of the plan assets are beld
irust by dlanulefe Fiancual and are invested in secordance with the pension plan
investmant poly.
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Alberta Heritage Foundation for Medical Research

Notes to the Consolidated Financial Statements

for the year ended March 31, 2006

TR Pension Plan (eontinud)

Lilmacztom alwt e Fowwdanan's Getnoed Fercdin plan e as follow s,

1000 2ags
Bl Pomen oppmee Mty nd dbllaesy

Lurmens et cosl, et a? el e coripbnons : ane 5 h2
ke resl cosl | 75 Ll
Eosopron el cavium < g el (RN [L7x0
Aumnctealion sl nel s isareal s 12 10k
DR Iot RN TRRTL B L I A TR TR e | (19 [l
[ ] bl plan expense ] |51 5 174

Acerus] etz osheanon

Acvoe e en clslisating, Fov o o weal 2.t
Clapren soey ee Custa, el af criplates coner ikulisns 20
Faaplsavee Coano ikadriang Gl
T i 17k
Avcrual izl hais 125
Teneias pail 1154
Avcruel beoclit ablicalion. end ot vear 3516

[Man assels

Fawr valee ol plan assets segimmng of vear
Acnwa] return s plan assets
antriralicnes
Bienetita pand
Far value ol plan s, end of vear

(dF Averied beesefp Sedalin

Funded staius - plan delicm

U nampsrtieed el acokriad los

L namarteeed e ransmeon:l assel
Aoge mer ] heng Do Jetaling

Botrronieint Allows anee

The retirement allowance consists of the unfunded liability for the Foundation™s
supplemental retirement plan. the benelits under which are paid for entirely by the
Fomnlatien when they come due. There are no plan assers. The unfundead
lalvility at March 31, 2006 of S94 0000 (2005 $019 2 his been aceracd.
SARZ.000 v expensedd amd $46,000 w s paud ot ip 2003-2006. Tis Lialabity
was determined by an independen actuary using the same assumplions that weee
wsed 1 vidue the pension plan.
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Alberta Heritage Foundation for Medical Research

Notes to the Consolidated Financial Statements
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Nole T Roetirement adlosanco {oattitood)

Participation in the supplenental retivement planis by myvitation of he Trisiges,
Buenulits for the Ove patticipants are supplemeial te the Regislered Plan, vested,
anel either based oo Axed amnual ameunt or lengels of service aul Al average
earrinpes What excegd 1he Begistered Plan lmits set oul in the faegame T et

Larlurignasn whesiat the Baoadaio™s tetmement allowsimee plas s oas b s

20 JUM) 5
lak Prpssims e sprsy Lzl uldallarsg

Cerenn serice Sost, ben ol ernployer contnibuicens k| >
Trmerget gl Sl
Arnwettasaion of ek acsred oy

[edizied henefin plaw e s nse

Acorued bens it obhivalinn

Avrruenl kenebie abluzatioze, beeimnang ot vear
Czrrent semge sosts, oecal employee voaibmtogs
Thtere:1 gos

A liirie] loss

lienctits pad

Acerued berefit nblusaton, erd of pea:

Delermed Comtribigns

{a) Health Rescarch Collabwration (EIRC)
The Foundaution and Alecna Health have eatered into an agreement 1o
Pacilitne aod enhunce bealth research and healtle technoleay wsdessmem
b 1hede dhisgemingtion in the provinee of Alberta.
Halth Qualivy Cowncil of Alherty (FHIC AL
The Foundation has entered into an agresiment with Alberta Elcalth and
Wellness to provide an empinical mvestigation of incident learming i the
racleatrgry trealky B progTim.
[habetes Research and Iknovaion Fund (DRIF)
The Foundation and Alberta Fleallth and Wellness with the Government of
the ¥ ukono, have critered inbe an ageecment (o support rescarch in 1he

prevention and munagement i the eure of dealetes,
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Mo 8

(retered Contributions (continued)
(d} Canadian Nurses Foundation (CMI19)

The Foundation and the Canadian Nurses Foundaion have entered into a
parinership agreement to enhanee nursing rescarch in the provines of
Alberta,

[referred contributions represent unspent respurces cxtermally resteicted onder the
HEC Agrecment, the Canadian Mueses Foundation, the Diabetes Kesearch and
Innoveation Fund and tbe Health Quality Council of Albera.

Amounts ure recopnized ax revenue W the extent of capenses mcurred under these
programs during the current period. Unspent grants retlumed for awards ended or
terminated ina prior vear are credited directly to Deferred Contributions.

Changes in the deferred contributions balance are as follows:
2004 200E

{Thousands af dollars)

Contributions recedved during the ysear
Translers fromw Alberia Heald zmd Woellness 4,300 % SRl
Transters from MHabetes Rescarch & Inngvation Fwnd L0 -
Translers From £anadan »urses Fowndation 17
Tramslers from Health Qualisy Council of Alberia 15

3HAE

|55 Ao nes I.'L"L'ngﬂii".:'d Al TuyeE U 'ill: curnenl j'-l'."ilr
Health Rescarch Collabwration 2,677
Canadian MNurses Foundation i7
Heelth Quality Ceuncil of Albena 3B
6,732

C2ecreased awereasy durdee the year (o)

Raliince ol heginning of year 3.04%
Flus refund fTem prior yeur -
Balance atend of vear 1,182

The balance 15 comprived as lollows:
Hhealth Rescarch Collaberation 6,172
Dipketas Rescirel & [naavialion Fund 1.0
Canadian Murses Foundaticon

Blakanee % LA E-X

—
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Mate 4

Motc 10

wole ]

et (Labaliies) Assers

Operatbong inghacde the hiemedieal and health programs of the Foundation whnch
ar¢ Tunded from the rrunsters from the Sondownent Fund and availabie cash
bulances. The Foundation™s policy s 10 retain funds in the Endaow ment Fuand and
wamskees are maude anly onan as anceded basis.

Recoverigs on Technolegy Commercialization

The Foundation has catered into vinous ugreements o fund technalogy
commetcialization propects, The projects invelved hove high scientfic ment, bu
are speculative with both wchnieal amd eoramercial risk, Any recovenies by the
Fowndation under these agreements will be Tung tenn. in some cases a least ten
viears. T addition to recoveries, some agreements contain a prowvision for flwre
rovalty pavenents.

Commiitime nds

Girants & OiTee SEARCH
Avards oy Premises ik Canarda Tzl

{thansands of dollars)

06-2007 5 34149 117 5 2270 % 365348
2007 - 200 21816 156 2270 24,252
20300 - 200 13 194 156 2,270 L7624
2p05-20 14 £1,153 i - [
202011 AN L 54 - T3

B9,34] ; iR3 ; 6,410 5 464974

Corands and Awards o wlch all teene and conditinms have been agoesd woare recocded as
COTTUmLETH Tl

The Foundaion Das entered into a 6] eeonth s for office prenises af the coaclusion of the
currer lease, TTas Jease carmtionees on Cotober 1, 2006 and cxprres v Seplermber 20, 2001
The lewscd premie cost is as follaws:
1 Munthe L-36 ar 3H1 per Syf)
v Momehs 37600 @ 313 por BgA
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Sore |2 Erxecutive Conypensition

2000 25

Ralatics s T ltes . Tty c Tunal

[ Iumman 5 11,550 |33 R 5 b EiKI
Provamd ot Frostess TR 2100 ALK falp 1))
Fresislont & el Kreeselvee Clcer - AT IFARIN ana ke LR
Vi Poesolonn, Buoscin gl pag 77R AL B iAo w2225
Yowe Presedent. Conporate Al &

Lummera sl 127 %23 My, 20 193 00% 155, M4mn

S0d 5 007 L L 201, 444 S5 IhG

The Farmer Proapden & Ctiel B seomiree Offocer retiaed offective [ Jaly 31, 20044

{2015 - salary, hemerins and wacatinn paynat tacaling 33603 L 1T ngw Fresident & O loerl
Foccutiee O 0ces conumenced cmplevenent Juls Lo 20HR 12005 - total salars . benelins teialine
52300420 The tasable beneBie ameaze Sor the hoee loan Eor the new FPresidens & Chief
Favoutive D v escluded o the Dgures indcated abone,

Salaries include reeilar hage pay, oot saines, bienagia, sanl @y other direct cash
e sraling

Benefis include the Feundaoon's skare af af] ciplovee Teaezirs and soncrtbibicis or
parments made om behalf of employecs melading Emplovnean Inswrance, ©ammda Fensuon
Flan, vacation payvoeats, pension. health care, dental coveraoe, modowcal benefis, oot coun ¢
riveoies bere (e, wroup like iwsuiance. acodentad disabileos and dismermbes rugase irsoranee,
Logrg awed s Lot cerrn adisaladacy plares and professiomal me mbaerships,

Salaries and vengtics arg disteihaered da s arious expons st ngics g ludsee progeinn
planmnu, 2ovemmanee aml cometate alminstraiomn,

mole 13 Buadget

The budict process invelves the determination of 1the cost for the estimated
nwher of investigators sponsared for Foundatvon awards and mecting standards
of gxcellence which the Foundation could support within the spending guidelines
ael program objeclives laid out by the Board of Trustees of the Foundation.
Varianee from bodeet s determvined largely by the number and quality of actual
apphcations received and deferred on declined awards.
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Sote 13

Mot 15

Budeet fcontinueds

The 2603-2006 Foneddation huduet was approved by the Board of Trustecs in
March 2005, Follewing is the Uingensalidawed alberia Herituge Fenndation for
Mudical Research hudget:
Adiual Hidect
dihonsamd s ol dollazs)

Rioverme 5 e B % 7.8k

Cacitats wrnd Aswirsds 51,414 i e
Promram Dielivery 1.5ted r0s2
LIperations 54 o

6.5 ' 30203

Funds wre budpered and transfcoed from the Endowmeol Ford o an as neled
basis.

Cmplowes Loxn

The hoene relocation lean for the President o CEO of the Foundation 15 scured
by & first morgaye Tegisicted against the property. The teem ol the [oan is for
fourr years, pavable in aonual iostallments of 25,000, commencing Tuly 1, 2IH1G
providesl that any balance owing shall become immediately payable upon
wnmination of cmployment. T ehe emplovment term is extended, the loan
repavment tenn will alse be exended with annual payments of $25 000, until the
lour 15 cepaid. This loan remains interest ffee unless (he martgagor is o delanlt
which point the interest will be at a rate of 2% above the anouval bank of Canada
rate.

Unspeol Grant Raelums

Grant Trast accamus tumaged by the universities may at the end of the wward
huve unspend balanees that are returned 10 the Foundation, Treatment of unused
funds is dependent on when the award ended.

{4} Unspent grants retumed for awands ending or having been termainated
within the current fiseal yeaw are credited to the prant cxpense acenant
the enrrent year.

Umspent grants retumed for avwards cnded or tlerminated inoa prior vear arc
recarded as revenues, as they do not relale 1o cuwrrent year granl cXpenges.
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Nole i

ope LR

(Mher Bevoiae

The Foundalion manaped the pecr revicw process and the disbursement aof funds
foor the Bealth Quality Council of Alberta s HOQO A Fallow slap and eecoinved an
admimstrlion loe ol 7400,

The Femndation regyivead SS8.000 i sponsorship dollurs tewards the Inukshuk
Conference hwhl m November 2003,

SEARCI Camada

SEARCT s o program established by the Foundation tn 19946 to provide bealth
reions and organizations with opporunitics to develop capacety for evidence -
bascd decision-makime. Sponsored Ty tlumr organizations, pancipants ink across
rewromal boundaries on ssues of conmmon interesl, and work teecther 10 improve
(e quality ol infurmedion and decision-making at a local level.

i Aril b, 2005, SEARCH moved fvom & progcamt witban the Foaodation o
Become a nol-for-profit member orzanization called SEARCH Canada. Members
include the Foundution, Alberta’s mioe health regions, and the University of
Calgary., Durmg the current year, transition funding for prograom costs and
overhead vabued ot S0, 170000 was provided (eoen the Fogndation and 51,100 000
wis similarly provided under the 1IRC Avreement. The Foundation has
commiticd 10 aonual gramt puvments of 52,2710 K0 1o SEARCH Canadi over the
next three vears - 51170 per vear Goem the Foundation and $1, 100006 uncter
the HRO Agrocment.

Challenge Offer

The challenge offer 15 o propram 1o contribate to health researeh-related capital
construclion at the universites of dlhena, Calgary and [ethlrdee Total
cotumiiments were 541 6300000 arad S30, 0000000 remains cutstanding at vear end
20065,

The Trustees appraved an inerease 1 payout {or 2006 o 56,000,010 from
S4,000,000 a5 per Uw originul agrecment. Commitments paid in 2006 wuere

S G000, 53 000,000 cach to the Universaty of Allerta and the Lniversity of
Caleary.
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wote 14 Appeotsal of Finaneial Statenione

These hnaneial sitements were approved by the Board of Troustees.

Mo 21 Comparative Vigures

Certain 2005 fuures huve been reslasaificd to conborm to the 2006 presenbiion.
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Alberta Heritage Foundation for Science and Engineering Research

Financial Statements

for the year ended March 31, 2006

Audilnr's Repor

Statement of Financial Posilion

Stalement of Operaticns

Staternent of Changes in Met Assals (Liabilities)
Statement of Cash Flows

Motes to {he Financial Staterments

Schedule A

156 Alberta Innovation and Science Annual Report 2005-06




Alberta Heritage Foundation for Science and Engineering Research

The official version of this Report
of the Auditor General, and the
information the Report covers, is
in printed form.

Auditor’s Report

To the Board of Trustees of the Alberta Heritage Foundation for Science and Engineering
Research

I have audited the statement of financial position of the Alberta Heritage Foundation for Science
and Engineering Research as at March 31, 2006 and the statements of operations, changes in net
assets (liabilities), and cash flow for the year then ended. These financial statements are the
responsibility of the Foundation's management. My responsibility is to express an opinion on
these financial statements based on my audit.

I conducted my audit in accordance with Canadian generally accepted auditing standards. Those
standards require that I plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation.

In my opinion, these financial statements present fairly, in all material respects, the financial
position of the Foundation as at March 31, 2006 and the results of its operations and its cash
flows for the year then ended in accordance with Canadian generally accepted accounting
principles.

[Original Signed by Fred J. Dunn, FCA]

Auditor General

Edmonton, Alberta
June 13, 2006
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Statement of Financial Position

as at March 31, 2006

(thousands n'f dollars)

Assets

Current
Cash {Mole 3.4}
Accounts & Inlerast Receivable
Conlnbuhons Recaivable (Mole &)
Advances and Prepaid Expenses

Lang Tenm
Parfolio Investments - Prion Fund {Note 4)

Propery and Equipment (Mote 5)

Total Assets

Liakilities and Net Assets

Surrenl
Avcouns Payable and Accrued Liabilities
Current Poartion of Defaimed Lease Inducement

Long Term
Deferred Lease Inducement B

Deferred Contriputions (MNote ) 38,000
43358

Net Assets (Liabilities) {4,284
39,074

The accompanying nowes are part of (hese financial stateme nts.

Approved by the Eoard;

[Original Signed] [Original Signed]

Mr. Honald Triffo. P Eng Mg Mary Rilchia, FCA
Chairman Trustes
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Statement of Operations

for the year ended March 31, 2006

(thowsands of dollarg)

Ferwerrue
Transters from Endowment Fund [(Maole )
Grams from Innovation and Science (Nole 8)
Interesti and Other Revenue

Expenszes

Grants and Awards
Inggnuty Cenlrys
Sudenls
Industrnal Associateships
Fellowships
<cholars
Mew Faculty Awards
Cenome Alberta
Industrial Internships
Associaleships
E stabhs humn et
Speoidl Iliativeas
Sponsarships

Operations
Human Resources
Cammunicaticn/Exiermal Relatisns
Program Development
Preer Rayview

Adminislration
Corpocate Adminisiraion
Gowerndnce and Flanming
Amortization of Peoperty and Equipment

Total Exponges

Excess [Delicency] of Revenues Cyver Expanses

2006

2005

Budgel

Acwal

Acioal

{Hate 7)

22,055

20

{Echeduls A)

17,875
1,854
32

18,631

1.6GY
2,528
2 447
1.756
570
1,273
1,35
75
137

103
281

12 965

ar
36

1,152
240
i0
48

1.37d

1470

213
a5
b

45z
250
Fil=

G4

Y

22590

13,267

(03§ 4,624

(3,227)

The accompanying potes are part of these financial statements.
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Statement of Changes in Net Assets (Liabilities)

for the year ended March 31, 2006

tihousands of dellars)

2008

Inwested
Capial
Asgply Unresinged Fatarl Tofal

Balarce at beginning of year 165§ aAsl 5 (4284 [1.057)
Excess [deficicncy) of revenug gver axpenses - 4,624 4 fi34 (3227
Purchase of propeny and equipment (376

Loss on dispogal of property and cou-prent 13

Amertization of progery and 2gquip ment TE

—

Balance at end of year [4,284)
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Statement of Cash Flow

for the year ended March 31, 2006

¢thougands of dallars?

20065 2005

Crparating Activilies
-ash from Endowrngn! Fund Transfers and CHher 3 18.E78 8 13459
Cash far Grants and Awards (13,102 {14 947
Zash for Qperations (1,463} {1,393
Cash for Admemistration [Fad} 1d27)

Met Cash Provided from Operating Activities (1,671} Te2

Investing Activities
Cash Paid for Purchase of Propecty, Plani and Equipment (378 87
Invostrent in Pnon Research Fund (24,0043

{2437} BT

Firancing Activitics
Cheferred Contribution - Frign Fund 35,000
Dreferred Contribution - Gencme Albera 3,000
Deferred Lease Inducement 267
33,267

Met increasa in Gash for the Year 12,220

{ash at Beginning of Year 805

Cash al End of Year 13113
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Note 1 Authority and Purpose

The Alberta Heritage Foundation for Scicnce and Engineering Research {tha
Foundation) oparates under the autharily of the Alberta Heritage Fouadation for
Sroience and Ergineenng Rescarch Acl, Chapter A-22, Reviged Statutes of Albena
2003, as amended The Foundation commenced operations an Apnl 1, 2000 and 15
exemnpt from ancome tax under section 14301 1% of the ncome Tax Act

The Foundation suppons and pramales 2 balanced leng term program of science and
engingaring research based in Alperta directed to the discavery of new knowledge
and application of that knowledge 1o mprove the quahty of Albena's econamy,
sommunities and environmenl.

Significant Accounting Pelicies and Reporting Practices

These financial statements have been prepared by management in accordance with
accounting prnciples generally accepted in Canada. The precise determination of
many assel and Babilities is dependent on luture events. Accardingly, the preparation
of financial statements for a reporting period necessarly invglves the use of estimates
and approzimations whish have been made vsing careful jJrdgmen!. Aclual results
could differ from 1those estimates. These financial s1alements have, in management's
apinion, been properly prepared within reasanable matgriglity and within the
Iramewsik Gf the accounhing polities summarized below.

{a)  Propeny Plant and Equipment
Froperty, plant and equipment arg recorded at cost less accurmulated
amarlizalion. Froperty_ plant and equipment are amomzed on a siraight-ling
basiz cwor their eatimated pselul ves a1 the falowng anmeal rales:
Fumiurc 10%
Cifice Equpment 20%:
Compater Equiprment 33%

Leazchold improvements are amortized on a steaight-line basis over the lerm
of the leage.
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Note 2 Significant Accounting Policies and Reparting Practices (cont'd)
[1+]] Frnancial Instrunncnls

The Foundator's portfaha mvesiments are neld in e Canadian Deollar Pt
Eond Por: (SCP2P; estaal.shed ard admamstered by Aloerta Finance, Those
investiments ceng:slol fised-income sccunsies which are recerded at cost as of
the Trade date aod adjusted fer amorlization of discount or preminm an @ sira ght-
hre bazis v e e of the mstiemems The cost of dizposals willun the
CRPEP 5 determined gn tha auerage oost basis, Where there has beegn a loss in
walue of 20 pwesiment hat s olher ihan a temporasy declne, e rwcstment s
writlen down B recognize foe loss and the wntlen down value iz Ceemes 1q be
1he new cos”

CORPBR investneals have a markel-based urat valoe Shl os osed o valae
owrchpses and sales oF pom Jnits Fair values of oelic fived-incoma securites
held by COPEF are agual boeoyuar-end cloking 8% prrees oF e average of tha
1atest kio ang agk praes quetsd by an indepenaa il sgcuritizs valaalion company.
Faur walues of prvate fucd wicome secwibos 1ot oy COPBP are cqual t2 the nel
present valee of fiulyre ¢ash lows discawnien using apprapriale irteresd rate
prciuim s geer 2rnlar Covermment of Sanada benshraark Loads rad ng inoine
markt! The iotal fair va.pe of portiolio invesimens is disclosed in Mate 4 to the
linermcial statements,

The camying vilees oF acsourls a0 nlenest receable ard fesauils payanls
and acerucd hab ihes appraximate B value due 1o the relasive shart torm
maluniy of these financial insirurmen’s

Reverue Recognil.on

Lneestricted contibubens are recognized a5 epvenice (0 the current pesicd if ke
amaurnl o be raceived can by reasonably esbmabed and callecho s reasenably
assured. Unresingied veslment inceme s reccgnized as revenues when eamen.

Fostricted contripulicns arg delerred and recognized as ravenuye -n ke periad(s)
tha! chipble eapeaoituies ane moaned. Beslicted mveshnent incame & defoensd
and recognired as revenue 60 the same basis as the ancarlying restnsied
canlnbelicns.

Crunts and Lwards Eapense

Grants and awards approved oy tha Trusiees of the Fourdation ore recorded as
cxoe1sas when all coneibion: o ehgibany have bean mel.

Desleriesd Leass Induesnen

Dieforred loase nducements sepresent Ine unamorhzed poren of 20sh poyments
received by he Foungahan lcr vihce piemises. Chaterred lea se rdusements will
be amorized on a siraight-hne basis gver 1ne term of 1ne lpase
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Notc 2 Significant Accounting Policies and Reporting Prachices (cent'd)

i1} Inveaiment Mg

nvasimert icame s reccrdeyd onihe accrual basis whens Fere s essondbhe
Assurange as iols measurereni and oo loctabilly. Genrm and IGEses &r-& N
‘rom dispozalz of invesiments are included inthe delefrmi@hion o moeestaent
G T,

Corival wes

Tl B ouredzelan awns 3 porian ¢ cedain gerivative cortracts hreugh ils
aiweslrant o COFER (see Mole 4] Derivative coriracts ans linancia
gombracks, The eal ge f which is genved froen 1he value of underying asseis,
ntizes, Inerest rales or cumenty rates Tho nolional value of & derealive cantra s
reproseals th aswop kb Bowhich 3 rate ar pace is appled in cxdee bo caloulile Lhe
exchangs of cash lgwe The fair value of these derivalives gl Lhe reporsiedg dadeas
incluged in e fa rvalee of the Foundation's COPB= invesiment as ol oms

H Bong ndes swaps ineolve: cxthange of a Moal ng uterest rate casy dow
Tor pne based on the pefprmance of @ market index Bord indes swaps
are valuod haged ¢n changgs :nthe appropriaty masket oased index net
ol acoruesd [oahrg rale inteesk

Intorost rate swaps inveli oschunge of ixcd @and Moalng rate irerest cazh
flows. Cross-cutrency interest rabe swaos nyo'we exchorge of fxed (o heed
an) fixed 1o No@hng inlerest rate cash lows of Canadian fixed-income
BRSNS denesrended s feeegn Currency 1o G araaian curmensy amournts
both intiaiv and at matunly Inberesl rali 2waes and ross-qureengy
inkerest Fate swadps are walued bazed on discousbed cash [ows sy
CLITeENd Markal yislds and exchangs rates

Coradil defagll swaps allow counier-pardies e buy and sell prolection on
crohl ngk nherent nop Bang A premnm g paic, Besed on & notanal
amouri, from one counler-party o a sedond oo urier-gacy n exchange
o & corlnger! payrment should 8 defined cradit event oocur wilh wespecl
1 fhoe ueden by socy by, Credd defaclt swaps are valued based an
disceunied cash flows using corrend maiket yeles and calgalxied default
protabimhes

Forcign exchange forward conracls aro contractual agreerments e
cxchange specified Currencies at 2n agreed upon oxchange fa8% o an
agroed fture seitlemant dale Farwgrd foregn edchange conlracls a©
wvalued based o quoted rrarked] paicey

rneeme and eapenss ansng kom nat cash Agw receivables ar payaoles under
duradlive CONEFEACIS @re  Ciudesd i irwREEMent nconie Cenain denyal-we
CENbAcls  prmEr ly ntergsl rabe Swaps And Lross-cuirancy INGrost rale swaps.
arg designaled and accournied fa- as hodges of marke? risks. Pedgae accoanbng
saccanizes fair value gains and lassos from Bodge—cilectie duenvabives in the
same penon a5 the o' setimg giare and 05505 cn [he secunty Deng hedged
Dorvalve conbacts oo desgreated as hodges for puipeses ol hedge accounting
prrrariy ool ngde s seans, forward [preign exchangs contrac’s and credit
cefault swap contracts. are recerded a2 lair value wihga ns and losees inclyded
i cutrent penod income.
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Nota 3 Cash

Cash consists of demand depasiis in the Consclidated Cazh [Investment Trust Fund
["CCITF ). The CCITE 15 adrmiristered by the Ministry of Finahce wath the abjective of
providing competitive interes! income bo depostors while mamtzining maxirmom
security and liguidity of depositors’ capital. The portfolio is comprised of high-gually
short-lenm and mid-termn fived-incoeme sagurnties with 2 maximon term-Ac.matusity of
threa years. As at March 31, 2008, sacuritias held by the Fund have an average
eMective markel yiald of 3 86% per anoum {2005- 2. 73% par anmrm).

Partfolic Investments — Prion Fund

The Foundation's Pron Fund investments are held in the Canadian Dollar Pubhe Bond
Pool [COPBF) estabhished and administerad by Albeta Finance The pool is
comprised of high qualty Canadian fixed income instruments and relaled dervatives
amd is managed with the cbjeclive of prowiding above-average returns compared (o 1he
tetal return of the Seotia Captal Univerae Bond Index over a four-year period while
rmainiaining adequate securily and liguidily of pafcipants’ capdal. Compelitive returns
are aghigved through managemen of the portfalig Juration and sectar rolation. Al
March 31, 2005, the Foundation's percentage owaership. at market, in the COPBP
was 0.25% (2005 = 0.0%).

Schedule of Investments in Fixed income Securities (COPBP}
2005

sl Fair Walug
(thousands of dollars)

FPuble: Fixed-Income Securilies
Gavermmeni of Canada
Chreci and Guaranieed s 6854 R SN L
Frovincsal
Albera, Dirggl and Guaranieed 152 143
Other, Direct and Suaranteed 4, 208 4 274
Municigal 120 122
Corporate 11.287 10, 754
Frivate Fixed-Income Securitics
Corporate 1805 1,506
24 54 23643

Accounts Recewable and Accrued Invesiment Income 817 217
Accaunts Payable and Accroed Liabilities (43] (43)
525115 g 24117

——r
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Mote 4 Portfolio Investments ~ Frien Fund {cont'd}

A Invesiment Risk Managemant

Income and financial relurns of the Foundation arg exposed 1o creditb sk and price righ.
Credit rigk relates to the possibility losses may occur from failure of another party to
pedemm ageording i 1he 1enms of a Lontragy. Price risk is comprised of inleres! rate rigk
and markel msk Interest rate nsk relates to the passibakly imvestrments will change in
yalue due to fluctuations in market interest rates. Market nsk relates to the possitility
investments will change in value dus ta future Tuctualions in market prices. The
Foundalion cansidears its invesiments to be long-term, se market devaluations are not
recorded untess there is evidence a dagling is ofner than temporary. As at March 31,
2006, ihe market value of its COPBEP nvestmenis was $958,000 tess thaen 1he
recorded cost.

Ty earn an gplimal finangial returm a1 an acceable level of risk, management of the
Foundation has established an invesiment policy which is raviewed anngally Fisk is
riduced Wirough azset class diversification, diversiication within each asset class, and
quality and duration constrains on hied-ingome inslruments. Controls are alsa in face
respaciing the use of derivatives.,

8. Lerivative Contracts

The Feundation uses denvative contfacts held indinectly through COPEBFP to enhance
nvestment relurms, manage exposure b ntarest rale nisk and foreiqn currency risk,
and for agset mix management purposes. The fallowing is 8 summary of the
Foundation's propationate share of the noticnal amount and fair value of swap
contracts issued by COPEP as at March 31, 2006

Mty ity 2005
Tte3 Over Mohoral Met Far
Years  Jlyears Amaun] “Walue (a]
(tRoesincty of cdedars)
Crecit defaull swap contracls - 100% z 7,264 3 1%
Interest rale swap contracts - gLl -
Cross-currency inlerest rale
EWADS 1192 49
Bard mdee Swap conirasls - - 818 07l
Formard 2oregn eachamge
coniracls - - 185
5 12158 55

at Curreni credil exposure is represented By the net fair value of all cutstanding
contracts in favourable pestion (3641 The method of determining the nat faer
walue of dervative contracts 15 descnbed in Mote 2 {g).
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Mote 4 Portfolic investments — Prich Fund (cont'd}
C. Investment [neorme
Investment income, by type of income ard investment, » as falows

2005
Llzera Frign Gename
Inguruny  Roseicn Alnpra Toral

Mot investmaonl income by type of
Incerg

Mol realecd ga s on wwesiments
incliding derwatwes - 117

ithousands of Zoliars}

Interazl [rcoma B
Irvesiment Income - SET
Soewnly Les ding Ineome . 1
Adminisirasion Ceoerses .
5
Hel invesiment Ingorme by peol ~
investmani
Inocme fiom dezosits inshe
Conscidaled Cash [rweasimar
Trus=l Furg s CCITF
income from Canad-an o lar
Fuw & Bond Pool i CEFEFT - 1,115
3 37 & 1,693

o, Investmant Performance

The Foundation atiained ovarall wwvestmont performance of 0.%% on g fair valee basig
Inveslmen! returns are for the wix monlhs ended March 31, 2006, The overall
benchmark rejurn gf 0,74 for the siz months ended March 31, 2006 is a product gf 1he
wa ghicd average policy 2ector weights and the sector berchimank eetuers. Fixed
incame secunlics beld as a1 March 31, 2008 have ant average effectins market yield of
4. 709 per annum

Property and Equipment
2046 L
Accumrulaied  MNei Book
Amartization Value
sIngs, sands af dellars)

Furn fure and equiomenl 3 40 3108
Lomputer hardwarg and soffwang T4 106

Leasehold improvemen’s Al
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Note & Deferred Contributions

The Minsloy of Innovation and Science provided Albeda Ingenuity with $35 millon to
promote. {aciltate and enhance Pngn research wilkin Alberla over a T year penid,
cammencng in JO0S-Z006. and an addibonal £3 millien to provide sead funding
towards the creation and operation of Genome Alberta. The amounts were aulharized
by 1he Minsstry in 2004-05 and were received in April, 2005, Deferred contribution
balances at March 31, 2006 are:

Prion Rasearch Genarne Alberta Tolal
(thausangs of dg!'ars)

Cpening balanes 35,002 3 3.000 33,062
Inyegtment earn-ngs 1,548 &5 1,733
Granls and disbursemeants (534) (1,327) (1.584)
Ending Balance 36,164 1.735 37, B4

Deferred Carntbulions at March 21, 2006 consist of

Pricn Research Gennme Albarla
Mheusands of dallars)

Cashin CCITE 11.049 3 1.73% 5 12.7B4
Invesiments 20015 28118

Tokal 26 1G4 5 1,735 3 3r.BLo

ToLE L AT i ael

A3 this funding 15 restricted 10 ils use. the coninbulions are deferrad and recogmzed
as revenue in the period(s) that eligible expenditures are incurred  Resincled
investmant incgme 15 deferrad 2nd recogrized as revenue on the samé basis as the
underlying restncted coninbubiens

Budget

The budget process involees the determination of 1he cost for the estimated number of
invesligators sponsored for the Foundation's awards and meeting standands of

axcol lence which the Foundation could =upport within the speading guidebnes and
prograrm objectives laid out by the Board of Trestees of the Foundatizn, The Budget
waz approved on June 21, 2005,
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Nota B Executive Compensation

2008 215
Salanes  ‘ay  Herels  [b) Tolal [c] Tatal

Charmarn T OI0ETS - 3 18675 = 12,600
Board of Trustees B7.000 2578 29,578 190,623

President 253.000 4301 267,301 214,985

§ 356675 % 1087 5 367,054 §323.218

(a) Salanes tnciude regular base pay. retairers, hanerana and ather direcl cash
remyreration The annual salary amnount for 1he President and Chiel
Exenutiva Oifficer = F210 CO0.

Bensfits include 1he Foundatipn's share @7 all emplgyese benghts and
cornbuhzng or parments made an behalf af employees inclucig
Emplgyment Lnslranceg, Canada Pens:gn Flan, Accidental Death ard
Dismembermert [ng rancg, leng and skod-term disakility plans and
professiora memberzhips

1s) Salanes ard benadins arae dist buled boovanou s esperse calegooes mnshod ng
human respurces: and gawernance and alanning.

Albera Haritage Foundation for Science and Enginsearing
Research Endowmenl Fund

The Endgwment Fund gperates pursuant i lhe AHFSER Act and consisis of
erdowimeant contnbutions of 3521 milizn (including #1Q0 m-llion depasned .n
Cecerber. 2005) from the Gereral Revenue Fund of the Proy.nce of Algera together
with gumulative earvngs thergen. less cumulalve transfars (9 the Foundatl on AL
darch 31, 2005, the bagk value of 1ne net assets of 1ne Endewment Fund werg SE7T
mited (2005 - 5538 mi lien) ane the market value of the investments were 3716 mill.on
12005 - 5244 rrilion)

I the 2003 Spring sessicn of the Aloeta Legiatature, 1he Government anraunoed ifs
zommdment teoncrease ine Endawment Furd by an addiliond’ S50 mull-am, Az al
March 31, 2Q06. Z100 milco has been tranzferred ta the Fand urder thig comm imean

For 2003-05 and s bzequent years, payments from the Enggwmzn Fund o the
Foundghion o the bzoal year may not exceed 4.5% of ine averaga of Lhe markel values
of the Fund defermined on March 31 of the greceding three hscal yaars, Any rnuwsed
porian ot the amount pemited b be pad io 3 igcal year moy be oaid 1o the
Foundation in any subsequen fiscal year,
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Neta 9 Alberta Heritage Foundation for Science and Engineering
Rasgarch Endowment Fund {cont'd)

200 2053
(Mousards of do ars)

Azcumulaled coused ‘urk ng anst, cpenng 7 oo
4.5% of average markeat valce &l March 31 precadirg

LR ypars L
Transfers 1 e Fondatan dureg [he year (e
Azcumulaled unused ‘urd ng am §, closirg “a R

Mote 10 Commitments

Ingenury  fal Dther Gramls 183 Ciflce
Contres & Aweards Premiscs

Hhousands of dedlara)
2006 2007 5 BGr2 T.852 3 & 14718
2697- 2008 GET2 =N 1) ) 11 42
20K18- 2609 2470 2.0 5621
JUH 2010 12353 ai 14845
ZMC2011 . - 161
19049 14,751 8 JiB2E

[he amounis te 92 paid 1o 1he Ingenary Centees in buture yaars will be based
wr Badgets o e submilled by the Cerires, the amaurt of which is nal known
at Hlws e, Ehe geneunls ncluded w the schedale above are based on the
amaurls budgeted fer 2008-06,

Comrrbmends far Gther Sranls and Awards include ampunts eslmated lo be
paid urdor 1he {erms of the grant ag-eements in {ature per.ods proviged all
Candilicng af oogabahty arn raed by The recipien?

ey The Foundalhcq Fas entersd mlo 8 120-menih ease e Lhe Manulie olfice
premisas This leaze expres Janoary 31, 2016

MNate 11 approval of FiInancial Statements
These nancial staterments wee approved by 1ne Board of Trusless

Comparative Figuras
Certain comaaialwe fiqures Fave been reclassied 1o confon 1w the
presentation for the cur-ent vear
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Schedule A
Consolidated Statement of Operations

for the year ended March 31, 2006

Eevanie

(thousands of dallars}

Alberta Prion Genome
Inganuity  Instituta  Alberta Consolidated

Transfers from the Endowment Fund [Mote &) F17.975 17,795

Grants from Innowvation
and Science {Mote &)
Interest and Olher Revenue

Expenses

Grants and Awards
Studenis
Indusinal Asscoales
Felowships
Ingenuity Cenlres
Genome Albarla
Mew Faoulty Awarnds
Sohglars
Sponsorships
Associdleships
special Intialives
Industral Inlers

Cperalivns
Human Resaurces
Communicaticns and Exernal Helations
Frogram Dewelopment
Feer Review

Adminisiratian
Corporate sdmimsiraticn
Goverrance and Planmmng
Armortization of Property and Egeipment

Total Expendilures

Excoss of revenuss gver expenses

1,854
X¢
19,691

4,378
2,447
1,756
1.664
1,350
1,273
570
261
137
103
75

1.2 969

1,152
260
10

48
1,470

442
250

s
G248

15,2687

q,624

—
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AHFMR Act

The objects of the Foundation are to establish and
support a balanced long-term program of Alberta-
based medical research directed to the discovery
of new knowledge and the application of that
knowledge to improve health and the quality of
health services in Alberta.

AHFMR Goals
(Outputs and Outcomes)

To maintain, strengthen or expand
established programs and lead
initiatives in health research in Alberta

Personnel Support

e For the competition year 2005-06, new awards
granted over the next five-year period in various
areas of health research totalled $48.0 million to
63 researchers.

Key basic research areas include: heart disease,
stroke, allergies, diabetes, chronic lung disease,
nerve cells and stress.

AHFMR awarded $5.3 million to 10 health
researchers working in such areas as binge
drinking, frail seniors, kidney disease and
disease surveillance.

In 2005-06 AHFMR provided funding to
almost 500 researchers-in-training, ranging
from high school students to young clinician-
scientists. Total funding for these programs was
approximately $6.3 million.

Alberta Heritage Foundation for Medical Research (AHFMR)

Partnerships and Initiatives that provide
additional financial resources

In fall of 2004, Alberta Health and Wellness
extended its contract with AHFMR for
administration of the Health Collaboration
Agreement. At the end of the current two-year
extension, a decision will be made regarding a
renewal of the agreement.

Programs in this agreement include:

Health Research Fund

* For the competition year 2005-06,
19 researchers received offers of Health
Research Fund awards totaling $1.4 million
over two years. The Health Research Fund is
administered by AHFMR on behalf of Alberta
Health and Wellness.

A further $1.0 million was released to

20 researchers conducting on-going projects
approved in last year’s competition. Research
projects funded in 2005 include: an assessment
of rehabilitation services for children with
cerebral palsy; how computer technology can
better help nurses; perception of back pain;
reducing complications of catheterized patients;
effectiveness of bed rest in preventing pre-term
birth; and Alberta’s preparedness for a public
health threat.

AHFMR’s Health Research Agenda continues to
guide AHFMR in allocating the most effective
and efficient support for health research
throughout the province.
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Health Technology Assessment

e AHFMR’s Health Technology Assessment (HTA)
Unit produced the following assessments:

(o)

Protocols for Stillbirth Investigation,

October 20035;

Gastric Electrical Stimulation (Enterra™
Therapy system) for the Treatment of
Gastroparesis, January 2006; and

Strategies to reduce emergency department
overcrowding, February 2006.

Technotes on the following topics were
completed:

(o)

COX-2 inhibitors (etoricoxib) for the
treatment of non malignant chronic low back
pain, April 2005;

Advance directives and health care costs at the
end of life, July 2005;

Image-guided vacuum-assisted breast biopsy
for suspicious, non-palpable breast lesions,

July 2005

COX-2 inhibitors for dysmenorrhea, August
2005; and

Prognostic value of B-type natriuretic peptide
for congestive heart failure, November 2005.

Four information papers were completed on the
following topics:

(o)

(0]

Health Technology Assessment on the Net:
A Guide to Internet Sources of Information,
Seventh edition, June 2005;

Celecoxib for the treatment of pain in
osteoarthritis and rheumatoid arthritis,
May 2005;

Cost estimation of point of care B-type
natriuretic peptide for the diagnosis of
heart failure in the emergency department:
application to Alberta, May 2005; and

Laparoscopic adjustable gastric banding for
the treatment of clinically severe (morbid)
obesity in adults: an update, May 2005.

Seven Health Technology Initiatives to encourage
the use of evidence to inform policy and decision
making in the Alberta health care system were
produced:

(6]

An exploratory review of evaluations of
health technology assessment agencies,
February 2006;

The triangle of enhancement medicine,
disabled people, and the concept of health: a
new challenge for HTA, health research, and
health policy, December 20035;

Institutional medical incident medical
reporting systems: a review, August 2005;

Bridging the gap: the use of research evidence
in policy development, September 2005;

Risk management for health technology
assessment, May 2005;

Consumer involvement in health technology
assessment, December 2005; and

A reference guide for learning from incidents
in radiation treatment, January 2006.

Two issues of the newsletter Tech-Wise were
produced: Issue 26, August 2005 and Issue 27,
March 2006.
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Applied Health Research Programs

The Applied Health Research Programs portfolio
of the Foundation delivers and supports programs
to increase capacity across the health care delivery
system for the production and use of locally
relevant research.

e On April 1, 2005 the Swift Efficient Application
of Research in Community Health (SEARCH)
Program was established as an independent
not-for-profit corporation, jointly funded and
governed by AHFMR, Alberta’s nine health
authorities and the University of Calgary,
with funding in part from Alberta Health
and Wellness through the Health Research
Collaboration.

The Community Research Ethics Board of
Alberta (CREBA), pioneered by AHFMR to
ensure access to ethics review for research

across the province, met monthly, reviewed

13 protocols from rural regions, independent
practitioners and contract researchers and
provided guidance and referral to novice
researchers across the province. CREBA also
provided consultation to other jurisdictions on
development of the community-based model

of research ethics boards. The foundation
continued to lead the Alberta Research Ethics
Community Consensus Initiative (ARECCI), a
collaboration of Alberta research ethics boards,
health authorities and other stakeholders. Its
focus was on piloting and refining the ARECCI
recommendations and tools for determining the
appropriate type, level and process for ethics
review of certain types of knowledge-generating
activities (i.e., research, quality improvement and
program evaluation). ARECCI’s aim is to protect
people while supporting worthwhile projects that
benefit the community and society.

e The Research Transfer Network of Alberta
(RTNA), established in 2002, is a province-
wide network that undertakes activities to
strengthen the use of research to improve health
practices and policies in Alberta. The network
now has more than 300 members from a variety
of professions, organizations and locations
throughout Alberta. The RTNA presented five
videoconference sessions that involved 10 to
15 sites province-wide and attracted an average
of 55 participants per session. The most recent
session on integrating new practices into a
multidisciplinary team attracted 120 participants.
The network also sponsored members to
attend selected conferences on knowledge and
research transfer in Alberta and across Canada.
Knowledge from those conference experiences
is captured on the RTNA web site and available
to all members. The RTNA launched a new web
site this year and piloted a successful on-line
discussion. An environmental scan of support
for research transfer in Western Canada has been
completed and a survey of RTNA members is in
the data analysis stage. The results of both these
activities will inform strategic planning for the
network in the coming years.

Six new health researchers received independent
investigator awards through Population Health
Investigator and Health Scholar funding. This
brings the total of investigators supported in
health services and population health research
to 42.

To maintain research education and
training programs and encourage young
Albertans to pursue research careers

e Over $6.3 million was awarded in fellowships,
clinical fellowships, studentships and summer
studentships to 500 researchers-in-training.

e The Lionel McLeod scholarship was awarded
to University of British Columbia PhD student
Calvin Yip for his studies in antibiotic resistance.
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e AHFMR offered the sixth Heritage Youth
Research Summer Program in 2005, which
gave 45 of the brightest high school students
a summer research experience working and
learning in Heritage and other labs at the
Universities of Calgary, Alberta and Lethbridge.
Students for this program came from all over the
province.

To encourage increased collaboration in
Alberta, Canada and elsewhere among
investigators, research institutions,
governments, other granting agencies
and the private sector

e AHFMR continued to contribute to the
Canada Research Chairs through stipend and
infrastructure funding contributions ($2.5
million over five years) based on amounts funded
by Canada Foundation for Innovation and
other partners.

e AHFMR participated in and sponsored several
workshops and events and contributed to the
development of a national network of linkage
and exchange in applied health research and
its use in decision-making (e.g. the Inukshuk
Conference: Fetal and Early Childhood
Development for Optimal Health, November
13-15, 2005; Health Canada conference on
child health and the environment in March
2006). AHFMR is working with the Canadian
Health Services Research Foundation, the
Health Services Utilization and Research
Commission and other organizations in
developing models for research transfer capacity
in health organizations.

AHFMR hosted school and public lectures
around the province featuring AHFMR
researchers.

AHFMR co-hosted, along with other provincial
agencies, the Alberta visit of two Gairdner
Award winners.

e AHFMR senior staff serve on advisory
committees and boards of other organizations
such as the Alberta Science and Technology
Leadership Foundation, the Alberta Science and
Research Authority, and the Alberta Centre for
Child, Family and Community Health.

To continue to promote the development
of health research-related economic
activities in Alberta, including the
commercialization of innovations

* The Technology Commercialization (TC)
Program committed nearly $1.6 million in
project and internship funding during the
year. Mentoring and access to expertise for
applicants continue to be strong components of
the program.

The TC Program enhanced its support for
people and industry by piloting an Executive-in-
Residence (EIR) award in partnership with TEC
Edmonton. The EIR will work with university
start-up companies to lead, direct and implement
a broad range of commercialization activities.

AHFMR continued to develop the TC Internship
Program (TCIP) through active recruitment of
industry receptors. TC Interns receive training
in a broad spectrum of commercialization
activities including: market analysis/intelligence,
technology transfer, business development,
product development and intellectual property
management. As part of the 10-year anniversary
activities for the TCIP, AHFMR commissioned a
third-party evaluation of the program’s activities
and outcomes. This report will be available to
the public in June 2006.

AHFMR participated in and sponsored several
TC-related workshops and forums including a
competitive intelligence workshop moderated
by leading expert Dr. Jonathan Calof of the
University of Ottawa. TC funding recipients and
interns attended the workshop.

AHFMR continues to develop in-depth case
studies to document experiences of previously
supported researchers and entrepreneurs.
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e AHFMR worked to strengthen capacity
by facilitating researcher education in
entrepreneurship and collaborating with economic
development agencies and venture capitalists.

e AHFMR was a patron of the 2005
ASTech awards.

AHFMR Goals (Resources,
processes, procedures)

To maintain international standards of
excellence through an appropriate and
effective peer review system

e As of March 31, 2006, AHFMR funded 235
researchers and 287 researchers-in-training at the
University of Alberta, the University of Calgary,
and the University of Lethbridge. A small number
of awards are held by Albertans outside of this
province for training in some of the world’s most
prestigious laboratories.

Additional mental health and health services
researchers receive funding through Alberta
Health and Wellness’ Health Research Fund,
administered by AHFMR.

All awards to personnel are made according to
the highest international criteria for excellence.
To fulfil this purpose, more than 500 reviewers
from all over the world provide AHFMR with
their reviews or sit on one of 17 AHFMR
standing peer review advisory committees for
awards competitions.

AHFMR requires annual reporting on all awards.

AHFMR’s Impact Analysis Division evaluates
the impact and outcomes of the foundation’s
activities.

During 2005-06 two health technology
assessment reports were produced and both were
externally peer-reviewed prior to publication.

AHFMR began a strategic framework
development process in response to the 2004
International Board of Review report and
stakeholder consultations in order to chart new
directions enabled by the provincial government’s
commitment to an additional $500 million to the
AHFMR endowment.

To manage expenditures to ensure
the continuance of AHFMR for future
generations while avoiding significant
fluctuations in annual spending

e The AHFMR endowment was created in 1980
with $300 million. As of March 31, 2006 the
value of the endowment has quadrupled from
that original amount, due to the provincial
government’s transfer to the endowment of $300
million (as part of the $500 million addition
committed in 2005).

The cumulative AHFMR investment in the
province for biomedical and health research since
1980 now totals over $850 million.

AHFMR has quarterly meetings with Alberta
Revenue as well as annual meetings between
Alberta Revenue and AHFMR’s board of
trustees. Alberta Revenue manages AHFMR’s
endowment.

Transfers from the endowment were $50 million
during 2005-06.

To maintain and improve communication
with the public, government, the
research community, universities and
health-related institutions

2005 marked the 25th anniversary of AHFMR.
New programs and activities were undertaken
to mark this special year, which was also the
province’s centennial.

* A television advertising series was produced
with eight ads highlighting AHFMR research
in specific health areas. These aired throughout
2005 across the province.
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AHFMR planned and convened the

first-ever Inukshuk Conference in Fetal and Early
Childhood Development for Optimal Health,

in November of 2005. Experts from around the
globe gathered in Kananaskis to discuss strategies
and directions that might be undertaken. A
conference summary is being prepared and

will be distributed to policy makers and health
research agencies around the world.

A traveling lecturer series was undertaken
throughout 2005. AHFMR and other
researchers traveled to smaller centres to deliver
presentations to school age and public audiences
on popular health topics.

AHFMR publications included the award-
winning quarterly magazine AHFMR
Research News, the AHFMR Community
Report (in the form of a 2006 calendar with
financial highlights) and health technology
assessment reports.

The AHFMR web site is continually monitored
and maintained for currency.

AHFMR monthly news bulletins to MLAs
were produced.

AHFMR media work highlights research
accomplishments of funded personnel on a
monthly basis.

AHFMR distributed a flyer promoting the 2006
calendar through seven daily newspapers, the
waiting rooms of all physicians in the province
and to people on a 24,000-name mailing list.

AHFMR supported two science students as
media fellows, one with CBC radio in Edmonton,
and the other with CBC radio in Calgary.

AHFMR supported the Alberta Science
Fair program with prize money for seven
regional winners.

e AHFMR participated in, and was a major
sponsor of, the Alberta Teachers’ Association
Science Council Conference in November.

AHFMR, in collaboration with the Faculty

of Medicine and Dentistry at the University

of Alberta, the Faculty of Medicine at the
University of Calgary, Alberta Cancer Board
and Alberta Cancer Foundation, sponsored
the visit to Alberta in October of two Gairdner
Award winners.

AHFMR sponsored events organized by other
research agencies and university departments
intended to highlight health research.

To regularly review and update AHFMR’s
future plans and priorities

e AHFMR’s board of trustees meets quarterly
to review planning and directions. In 2005 the
trustees approved a strategic planning process
for the foundation with results to be announced
in 2006.

AHFMR senior staff consult regularly with
AHFMR advisory committees composed of
members of the research community about
funding recommendations and program
planning and directions (e.g. Scientific Advisory
Committee, Health Advisory Committee,
Program Advisory Committee).

An International Board of Review, which
AHFMR s legislated to organize every six
years, was convened in June of 2004 to review
AHFMR’s activities and recommend directions.
A report was issued, applauding AHFMR’s
record of successes, in early fall of 2004. The
next International Board of Review will be
convened in 2010.
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Key Factors Affecting Performance

AHFMR performance is based on its primary
function of funding health research. The number
of proposals submitted and the quality of
applications are main determining factors in any

of the competitions for awards, as is the amount

of money available annually from a portion of the
AHFMR endowment interest. Since AHFMR works
in partnership with the province’s universities to
recruit and pay salaries of researchers, initiatives
on the part of the universities play a large part

in recruiting the best and brightest researchers to
Alberta. Alberta Regional Health Authorities are
key contributors to the development of health
research capacity throughout the province through
their endorsement of, support for and contribution
to the SEARCH program and other AHFMR
applied health research initiatives. In June 2004, an
International Board of Review endorsed AHFMR’s
directions and activities and confirmed AHFMR’s
seminal role in the province in establishing and
continuing to build a first-class research community.

Anticipated Changes or
New Directions

The establishment, over the past 26 years, of a
top quality research community and brain trust
in Alberta is attracting funding from outside
sources at a rate of $2 to $3 for every AHFMR
dollar invested. AHFMR seeks out and initiates
new opportunities for matching funding and for
collaborative ventures with other provincial and
national funding bodies. AHFMR also seeks out
opportunities to expand its research portfolio and
bridge the gap between the generation of knowledge
through health research results and its application
to improve health and the effectiveness of the
health system.

In early 2005, AHFMR embarked on a strategic
planning process, the results of which will be used
to develop a framework for making choices about
strategic directions that will best maximize the

foundation’s investments, exploit new opportunities
in health research, maximize existing and new
partnerships, help realize goals of the provincial
government, and ultimately result in the most
beneficial impact for the health and well-being

of Albertans.

Changes Needed to
Measure Performance

Currently, universal mechanisms for measuring
comprehensive, overall performance in medical
and health research and the impact of that
research in socioeconomic terms do not exist.
AHFMR carefully tracks the usual scientific
metrics of publications, citations and career
performance. Other measures, such as case
studies, are highlighted in AHFMR’s publications.
AHFMR actively seeks opportunities that would
assist in measuring the impact of investment on
research. AHFMR has created an internal impact
analysis unit to develop and apply appropriate
methodology to gauge the impact and effectiveness
of AHFMR’s activities. AHFMR’s internal impact
analysis framework relates to both program and
performance monitoring as well as medium- and
long-term outcome evaluation of AHFMR activities.

The Alberta Foundation for
Health Research

The Alberta Foundation for Health Research
(AFHR) is a wholly owned subsidiary and
registered charity that was incorporated in 1994 as
a mechanism to receive unsolicited donations for
health research projects aligned with AHFMR goals
and meeting the same high standard of excellence.
To date, approximately $620,000 has been received
and two awards have been made: the A Window on
the Brain project at the University of Calgary and

a postdoctoral award at the Faculty of Nursing,
University of Alberta.
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Alberta Ingenuity

Key Activities/Outcomes
for 2005-06

Alberta Ingenuity operates the Alberta Heritage
Foundation for Science and Engineering Research,
a $1.0 billion endowment established by the
Government of Alberta in 2000 to create and
harness research expertise in carefully chosen areas.
Through programs that support highest caliber
research, Alberta Ingenuity is building Alberta’s
science community in areas with significant social
impact and of strategic importance to Alberta.

Goal 1: To foster an innovative, value-
added economy in Alberta through
investment in people who exemplify
excellence and are working in areas of
strategic importance to Alberta

Alberta Ingenuity is positioned to be an active
catalyst in the development of a value-added
economy in the province of Alberta. A strong
increase in the foundation’s endowment will allow
the fund to provide the province’s knowledge-based
companies and institutions of higher learning with
more innovators and innovations.

In 2005-06, Alberta Ingenuity increased funding to
new and existing recipients by $1.5 million from the
previous year, bringing the total to $15.3 million.
This expansion growth symbolizes the strength

and growth of the endowment and reflects a clear
strategic focus on new programs that will target the
creation of top-quality research teams in areas of
strategic importance to Alberta.

Alberta Ingenuity initiatives facilitate excellence
both in idea generation and in product
development, and in the past year have
demonstrated the following results:

Alberta Ingenuity Institutes:

e Alberta Ingenuity manages the Alberta Prion
Research Institute to support research in the
prevention and management of prion-related
diseases, such as mad cow disease, scrapie
and chronic wasting disease, and the serious
economic and social consequences associated
with these.

In its first year, the Alberta Prion Research
Institute created a top tier advisory council and
management board, issued two calls for research
proposals, developed an infrastructure plan and
recruitment strategy and awarded more than

$6 million in research funding.

Strategic planning for the creation of additional
Alberta Ingenuity Institutes, based on the
success of the Prion Institute model, was actively
developed in 2005-06.

Alberta Ingenuity Centres:

e Alberta Ingenuity continues to support four
internationally recognized Alberta Ingenuity
Centres. In 2005-06, approximately $5.7 million
was committed to the ongoing achievements of
these centres, which include: Alberta Ingenuity
Centre for Carbohydrate Science, Alberta
Ingenuity Centre for Machine Learning, Alberta
Ingenuity Centre for Water Research and Alberta
Ingenuity Centre for In Situ Energy.

Significant achievements within the Alberta
Centres Program in 2005-06 include: 113
new investigators recruited to Alberta, nearly
$1.0 million from industry partners, and 121
graduate students engaged. This program was
also responsible for the production of seven
licenses and patents. In addition, this year saw
the redevelopment of the centres’ management
advisory boards to include a greater degree of
community or industrial integration.
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* A new call for centre proposals was also

initiated. This resulted in Alberta Ingenuity
receiving 17 letters of intent for new centres, of
which six were asked to develop full proposals
for consideration. The selection of an additional
centre will be finalized by summer of

2006-07.

New Faculty and Fellows:

¢ $1.2 million funding was awarded to 11

rising stars at Alberta universities through the
New Faculty Award program. This program
allows talented young researchers to establish
research teams at Alberta universities, thereby
strengthening the research capabilities in the
areas of strategic importance to Alberta.

Approximately $1.8 million in new funding for
Alberta Ingenuity Fellows was approved for
top postdoctoral fellows. This program is being

rolled into the New Faculty Awards program,
to provide rising stars a more powerful start in
the establishment of research teams with strong
roots in Alberta.

Industrial Associates:
e Alberta Ingenuity plans to double the size of this

program, which places researchers in positions
at the leading edge of applied research in an
industrial setting, where they can make an
immediate and evident difference. This program
is also an effective aid for start-up and infant
technology-based companies who gain research
expertise at a relatively low cost due to the
infusion of knowledge provided through the
program setup and funding.

Six competitions were held, resulting in
approximately $2.45 million in new funding
commitments for 2005-06. There are currently
64 research associates, an increase of 15 from
2004-2005, working on new ideas, processes
and products in Alberta. To date, 71 companies
have benefited from this fuel for innovation.

Students:

Approximately $3.3 million in funding supported
283 students in 2005-06. Those supported are
the top science and engineering graduate students
in the country, studying at an Alberta university.
This program has been reviewed to ensure that it
remains a strong and effective tool for the much-
needed recruitment of excellent international
students to Alberta.

Goal 2: To exemplify excellence in
strategic areas

Alberta Ingenuity is advised by the Science and
Engineering Advisory Council, an international
group of research experts and leaders from
broad areas, such as the commercialization

of innovations, technology and policy, which
provides strategic advice on program design and
implementation.

A network of expert peer reviewers, from both
industry and academia, ensures that Alberta
Ingenuity funding is provided to only the

very best researchers. Provincial, national and
international reviewers either participate in a
review committee or provide expert advice in a
written assessment.

Goal 3: To encourage and enhance
innovation in industry
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The primary objective of the Alberta Ingenuity
Centres program is to mobilize Alberta’s science
and engineering research talent in the academic,
private and public sectors and apply it to the task
of developing Alberta’s economy and improving
the quality of life of Canadians. The centres

train highly qualified personnel and encourage
collaborations between Alberta industry and
these personnel to promote the discovery and
subsequent commercialization of research results.

The aim of the Industrial Associates program is
to increase the competitive advantage of Alberta-
based companies through injection of excellent




research talent into innovative product, process or
service development initiatives, so as to encourage
the development of a more diversified Alberta
economy. The plans to double this program
demonstrate Alberta Ingenuity’s commitment to
enhanced innovation in Alberta industry.

Alberta Ingenuity has also increased its
commitment to the internship program delivered
in Alberta through Mathematics of Information
Technology and Complex Systems (MITACS).
In partnership with Western Economic
Diversification Canada, Alberta Ingenuity
supported 12 students working as interns in
Alberta companies in 2005-06. As a result of
the success of the program, and of the growing
recognition of mathematics as a new driver of
innovation, plans to double this program in
200607 are in place.

Goal 4: To champion science and
engineering research in the community

In November 2005, Alberta Ingenuity launched
the annual Alberta Ingenuity Lectures to
introduce the broader research community and
the public to inspirational leaders of innovation
and excellence in research. This year’s guest
lecturer was Bill Buxton, principle researcher with
Microsoft Research.

Alberta Ingenuity is the primary sponsor and
program director of the new Banff Science
Communications program, a premiere
international program for fostering excellence in
science communications.

Alberta Ingenuity provided media relations
training through workshops and master classes to
over 400 Alberta researchers.

Alberta Ingenuity is a patron of the foremost
Alberta science and engineering awards events.

Alberta Ingenuity launched a series of science
cafes for both MLAs and the general public,
which bring science topics to broader audiences
for discussion.

Goal 5: To build partnerships in
research education and training that
develop a science culture and interest
in science careers

Alberta Ingenuity increased its sponsorship

of science and engineering camps for Alberta
students at the University of Alberta, University
of Calgary and University of Lethbridge, as well
as special science-focused programs aimed at
engaging youth in science career options.

Alberta Ingenuity launched the development
of several initiatives that will enhance the
professional development for the specialization
of science teachers and fuel interest in future
science careers among students. Initiatives
included support for the Alberta Ingenuity
Summer Teachers’ Institute.

Alberta Ingenuity continues to participate in,
and be a major sponsor of, the Alberta Teachers’
Association’s annual Science Council Conference.

Goal 6: To be responsible stewards
of the endowment and manage
expenditures effectively

o At the end of the 2005-06 fiscal year, the value

of the endowment had increased more than $166
million over the previous year and now sits at
approximately $716 million. While the value of
the endowment continues to grow, operational
costs remain low. This dynamic ensures a
continued increase in the return on investment of
Alberta Ingenuity funds.

A provincial government-appointed board of
trustees, chaired by Alvin Libin of Calgary,
governs Alberta Ingenuity. This board consists
of 12 trustees, six of whom are nominated
representatives of educational institutions and
professional organizations, the other six of
whom represent the general public.
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® The board of trustees is responsible for the
approval of the Alberta Ingenuity annual
budget and spending. This ensures that Alberta
Ingenuity expenditures fall within legislated
guidelines.

Management of the endowment is currently

the responsibility of Alberta Finance, with all
transfers from the endowment requiring board of
trustee approval.

Anticipated Changes or
New Directions

e In 2005-06, the Legislative Assembly approved
the Access to the Future Act that provided an
additional $500 million for the endowment, of
which $100 million was realized.

Alberta Ingenuity is poised to show leadership in

addressing national and international challenges.
By creating large-scale research enterprises
focused on areas of strategic importance, these
research innovation and commercialization
accelerators will dramatically impact Alberta’s
success and prosperity in the province
throughout our next 100 years.
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Entities Included in the Consolidated Government Reporting Entity

Ministry, Department, Fund or Agency

Access to the Future Fund!
Agriculture Financial Services Corporation

Alberta Alcohol and Drug Abuse Commission

Alberta Capital Finance Authority

Alberta Energy and Utilities Board

Alberta Foundation for the Arts

Alberta Gaming and Liquor Commission

Alberta Heritage Foundation for Medical Research Endowment Fund
Alberta Heritage Savings Trust Fund

Alberta Heritage Scholarship Fund

Alberta Heritage Science and Engineering Research Endowment Fund
Alberta Historical Resources Foundation

Alberta Insurance Council

Alberta Local Authorities Pension Plan Corporation?
Alberta Pensions Administration Corporation

Alberta Petroleum Marketing Commission

Alberta Research Council Inc.

Alberta Risk Management Fund

Alberta School Foundation Fund

Alberta Science and Research Authority

Alberta Securities Commission

Alberta Social Housing Corporation

Alberta Sport, Recreation, Parks and Wildlife Foundation
Alberta Treasury Branches

ATB Investment Management Inc.

! Established July 10, 2005.
2Incorporated December 16, 2005.
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Advanced Education

Agriculture, Food and
Rural Development

Health and Wellness
Finance

Energy

Community Development
Gaming

Finance

Finance

Finance

Finance

Community Development
Finance

Finance

Finance

Energy

Innovation and Science
Finance

Education

Innovation and Science

Finance

Seniors and Community Supports

Community Development
Finance

Finance




Ministry, Department, Fund or Agency

ATB Investment Services Inc.

ATB Services Inc.

Child and Family Services Authorities:
Calgary and Area Child and Family Services Authority
Central Alberta Child and Family Services Authority
East Central Alberta Child and Family Services Authority
Edmonton and Area Child and Family Services Authority
North Central Alberta Child and Family Services Authority
Northeast Alberta Child and Family Services Authority
Northwest Alberta Child and Family Services Authority
Southeast Alberta Child and Family Services Authority
Southwest Alberta Child and Family Services Authority

Metis Settlements Child and Family Services Authority

Credit Union Deposit Guarantee Corporation
Department of Agriculture, Food and Rural Development

Department of Advanced Education
Department of Children’s Services
Department of Community Development
Department of Education

Department of Energy

Department of Finance

Department of Gaming

Department of Health and Wellness
Department of Innovation and Science

Department of Seniors and Community Supports

Department of Solicitor General and Public Security
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Finance

Children’s Services

Finance

Agriculture, Food and
Rural Development

Advanced Education
Children’s Services
Community Development
Education

Energy

Finance

Gaming

Health and Wellness

Innovation and Science

Seniors and Community Supports

Solicitor General and
Public Security




Ministry, Department, Fund or Agency Ministry Annual Report

Department of Sustainable Resource Development Sustainable Resource Development

Environmental Protection and Enhancement Fund Sustainable Resource Development

Gainers Inc.

Government House Foundation

Historic Resources Fund

Human Rights, Citizenship and Multiculturalism Education Fund
1CORE Inc.

Lottery Fund
Ministry of Aboriginal Affairs and Northern Development®

Ministry of Advanced Education

Ministry of Agriculture, Food and Rural Development

Ministry of Children’s Services
Ministry of Community Development
Ministry of Economic Development?
Ministry of Education

Ministry of Energy

Ministry of Environment?

Ministry of Executive Council3
Ministry of Finance

Ministry of Gaming

Ministry of Government Services®
Ministry of Health and Wellness
Ministry of Human Resources and Employment?

Ministry of Infrastructure and Transportation?

Finance

Community Development
Community Development
Community Development
Innovation and Science
Gaming

Aboriginal Affairs and
Northern Development

Advanced Education

Agriculture, Food and
Rural Development

Children’s Services
Community Development
Economic Development
Education

Energy

Environment

Executive Council
Finance

Gaming

Government Services

Health and Wellness

Human Resources and Employment

Infrastructure and Transportation

3 Ministry includes only the departments so separate departmental financial statements are not necessary.
y y p p p Yy
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Ministry, Department, Fund or Agency

Ministry of Innovation and Science

Ministry of International and Intergovernmental Relations?
Ministry of Justice®

Ministry of Municipal Affairs?

Ministry of Restructuring and Government Efficiency?

Ministry of Seniors and Community Supports
Ministry of Solicitor General and Public Security

Ministry of Sustainable Resource Development
N.A. Properties (1994) Ltd.

Natural Resources Conservation Board

Persons with Developmental Disabilities Community Boards:

Calgary Region Community Board
Central Region Community Board
Edmonton Region Community Board
Northeast Region Community Board
Northwest Region Community Board
South Region Community Board
Persons with Developmental Disabilities Provincial Board

Provincial Judges and Masters in Chambers Reserve Fund

Safety Codes Council

Supplementary Retirement Plan Reserve Fund
Victims of Crime Fund

Wild Rose Foundation

Ministry Annual Report

Innovation and Science

International and
Intergovernmental Relations

Justice
Municipal Affairs

Restructuring and
Government Efficiency

Seniors and Community Supports

Solicitor General and
Public Security

Sustainable Resource Development
Finance
Sustainable Resource Development

Seniors and Community Supports

Seniors and Community Supports
Finance

Municipal Affairs

Finance

Solicitor General and
Public Security

Community Development
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Entities Not Included in the Consolidated Government Reporting Entity

Fund or Agency

Alberta Foundation for Health Research

Alberta Heritage Foundation for Medical Research

Alberta Heritage Foundation for Science and Engineering Research
Alberta Teachers’ Retirement Fund Board

Improvement Districts’ Trust Account

Local Authorities Pension Plan

Long-Term Disability Income Continuance Plan — Bargaining Unit

Long-Term Disability Income Continuance Plan —
Management, Opted Out and Excluded

Management Employees Pension Plan

Provincial Judges and Masters in Chambers Pension Plan

Provincial Judges and Masters in Chambers (Unregistered) Pension Plan
Public Service Management (Closed Membership) Pension Plan

Public Service Pension Plan

Special Areas Trust Account

Special Forces Pension Plan

Supplementary Retirement Plan for Public Service Managers

Workers’ Compensation Plan
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Innovation and Science
Innovation and Science
Innovation and Science
Education

Municipal Affairs

Finance

Human Resources and Employment
Human Resources and Employment

Finance
Finance
Finance
Finance
Finance
Municipal Affairs
Finance
Finance

Human Resources and Employment




Schools, Universities, Colleges and Hospitals Included in the Consolidated
Government Reporting Entity on a Modified Equity Basis?

School Boards and Schools Ministry Annual Report

Almadina School Society Education

Aspen View Regional Division No. 19 Education

Aurora School Ltd. Education

Battle River Regional Division No. 31 Education

Black Gold Regional Division No. 18 Education

Boyle Street Education Centre Education

Buffalo Trail Public Schools Regional Division No. 28 Education

Calgary Arts Academy Society Education

Calgary Girls’ School Society Education

Calgary Roman Catholic Separate School District No. 1 Education

Calgary School District No. 19 Education

Calgary Science School Society Education

Canadian Rockies Regional Division No. 12 Education

CAPE-Centre for Academic and Personal Excellence Institute Education

Chinook’s Edge School Division No. 73 Education

Christ the Redeemer Catholic Separate Regional Division No. 3 Education

Clearview School Division No. 71 Education

East Central Alberta Catholic Separate Schools Regional Division No. 16~ Education

East Central Francophone Education Region No. 3 Education

Edmonton Catholic Separate School District No. 7 Education

Edmonton School District No. 7 Education

Elk Island Catholic Separate Regional Division No. 41 Education
* The Public Sector Accounting Board of the Canadian Institute of Chartered Accountants has issued standards that
require controlled entities to be fully consolidated line-by-line. In a transitional period to March 31, 2008, the Ministry
is permitted to use the modified equity method of accounting. Under the modified equity method, the controlled
entities’ net assets and operating results would be included in one line on the Ministry’s consolidated statements of
financial position and operations, respectively. The Ministry has not yet included the financial statements of these
controlled entities. In the transitional period, the government will assess when and how to include these controlled
entities in the Ministry’s consolidated financial statements. The financial results of these controlled entities are included
in the consolidated financial statements of the Province of Alberta for the year ended March 31, 2006 on a modified

equity basis.
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School Boards and Schools Ministry Annual Report
Elk Island Public Schools Regional Division No. 14 Education
Evergreen Catholic Separate Regional Division No. 2 Education
Foothills School Division No. 38 Education
Fort McMurray Roman Catholic Separate School District No. 32 Education
Fort McMurray School District No. 2833 Education
Fort Vermilion School Division No. 52 Education
Foundations for the Future Charter Academy Charter School Society Education
Golden Hills School Division No. 75 Education
Grande Prairie Roman Catholic Separate School District No. 28 Education
Grande Prairie Public School District No. 2357 Education
Grande Yellowhead Regional Division No. 35 Education
Grasslands Regional Division No. 6 Education
Greater North Central Francophone Education Region No. 2 Education
Greater Southern Public Francophone Education Region No. 4 Education
Greater Southern Separate Catholic Francophone Education Region No. 4  Education
Greater St. Albert Catholic Regional Division No. 29 Education
High Prairie School Division No. 48 Education
Holy Family Catholic Regional Division No. 37 Education
Holy Spirit Roman Catholic Separate Regional Division No. 4 Education
Horizon School Division No. 67 Education
Lakeland Roman Catholic Separate School District No. 150 Education
Lethbridge School District No. 51 Education
Living Waters Catholic Regional Division No. 42 Education

Livingstone Range School Division No. 68 Education

Medicine Hat Catholic Separate Regional Division No. 20 Education

Medicine Hat School District No. 76 Education

Moberly Hall School Society Education
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School Boards and Schools Ministry Annual Report

Mother Earth’s Children’s Charter School Society Education
New Horizons Charter School Society Education
Northern Gateway Regional Division No. 10 Education
Northern Lights School Division No. 69 Education
Northland School Division No. 61 Education
Northwest Francophone Education Region No. 1 Education
Palliser Regional Division No. 26 Education
Parkland School Division No. 70 Education
Peace River School Division No. 10 Education
Peace Wapiti School Division No. 76 Education
Pembina Hills Regional Division No. 7 Education
Prairie Land Regional Division No. 25 Education
Prairie Rose Regional Division No. 8 Education
Red Deer Catholic Regional Division No. 39 Education
Red Deer School District No. 104 Education
Rocky View School Division No. 41 Education
St. Albert Protestant Separate School District No. 6 Education
St. Paul Education Regional Division No. 1 Education
St. Thomas Aquinas Roman Catholic Separate Regional Division No. 38 Education
Sturgeon School Division No. 24 Education
Suzuki Charter School Society Education
Westmount Charter School Society Education
Westwind School Division No. 74 Education
Wetaskiwin Regional Division No. 11 Education
Wild Rose School Division No. 66 Education

Wolf Creek School Division No. 72 Education
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Universities

Athabasca University

The University of Alberta
The University of Calgary
The University of Lethbridge

Colleges

Alberta College of Art and Design
Bow Valley College

Grande Prairie Regional College
Grant MacEwan College
Keyano College

Lakeland College

Lethbridge Community College
Medicine Hat College

Mount Royal College
NorQuest College

Northern Lakes College

Olds College

Portage College

Red Deer College

Ministry Annual Report

Advanced Education
Advanced Education
Advanced Education

Advanced Education

Ministry Annual Report
Advanced Education
Advanced Education
Advanced Education
Advanced Education
Advanced Education
Advanced Education
Advanced Education
Advanced Education
Advanced Education
Advanced Education
Advanced Education
Advanced Education
Advanced Education

Advanced Education

* The Public Sector Accounting Board of the Canadian Institute of Chartered Accountants has issued standards that
require controlled entities to be fully consolidated line-by-line. In a transitional period to March 31, 2008, the Ministry
is permitted to use the modified equity method of accounting. Under the modified equity method, the controlled
entities’ net assets and operating results would be included in one line on the Ministry’s consolidated statements of
financial position and operations, respectively. The Ministry has not yet included the financial statements of these
controlled entities. In the transitional period, the government will assess when and how to include these controlled
entities in the Ministry’s consolidated financial statements. The financial results of these controlled entities are included
in the consolidated financial statements of the Province of Alberta for the year ended March 31, 2006 on a modified

equity basis.
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Technical Institutes and The Banff Centre Ministry Annual Report

Northern Alberta Institute of Technology Advanced Education
Southern Alberta Institute of Technology Advanced Education

The Banff Centre for Continuing Education Advanced Education

Regional Health Authorities and Other Health Institutions  Ministry Annual Report

Alberta Cancer Board Health and Wellness
Alberta Mental Health Board Health and Wellness
Aspen Regional Health Authority Health and Wellness
Calgary Health Region Health and Wellness
Chinook Regional Health Authority Health and Wellness
David Thompson Regional Health Authority Health and Wellness
East Central Health Health and Wellness
Northern Lights Health Region Health and Wellness
Peace Country Health Health and Wellness
Palliser Health Region Health and Wellness
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